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DATE ISSUED: January 25, 2022

TO: City Council 

FROM: Human Resources Department

SUBJECT: Resolution Approving the Joint Agreement between the City and San Diego Municipal 
Employees Association, AFSCME Local 127 Regarding the Unwinding of Proposition B for 
Current Employees Hired on or after July 20, 2012 and before July 10, 2021 and the 
Extension of Certain Terms of the Tentative Agreement to Similarly Situated Unclassified 
and Unrepresented Employees

Primary
Contact:

Curt Glaser Phone: (619) 533-4413

Secondary 
Contact: 

Erik Hanson Phone: (619) 236-5599

Council District(s):     Citywide

OVERVIEW:
This action approves, by resolution, the joint agreement with the Municipal Employees Association (MEA), 
AFSCME Local 127 (Local 127), regarding the unwinding of Proposition B for current employees hired on 
or after July 20, 2012 and before July 10, 2021 who are currently in the SPSP-H plan. This action also 
approves by resolution, the extension of certain provisions of the Tentative Agreement to similarly 
situated Unclassified and Unrepresented Employees. 

PROPOSED ACTIONS:
A resolution, authorized with two votes, to:

Approve the joint agreement with MEA and Local 127 regarding the unwinding of Proposition B.  

Approve the extension of the terms of the Tentative Agreement to unrepresented and unclassified 
employees who were initially hired on or after July 20, 2012 and before July 10, 2021, with the exception 
of the provisions regarding payment of the seven percent interest penalty in the PERB Order.

DISCUSSION OF ITEM:

On June 5, 2012, City of San Diego (City) voters approved Proposition B, a citizens’ initiative to amend 
the San Diego Charter (Charter), known as “Comprehensive Pension Reform for San Diego” (Proposition 
B). The Charter amendments enacted by Proposition B became effective on July 20, 2012, when the 
amendments were filed and chaptered by the Secretary of State for the State of California. Proposition B 
amended Articles VII (entitled “Finance”) and IX (entitled “The Retirement of Employees”) of the Charter 
related to retirement benefits of City employees.

Proposition B added sections 140 and 150 to Article IX of the Charter. Charter section 140 provided that, 
except for sworn police officers, all Officers and employees who were initially hired or assumed office on 
or after the date the Charter amendment went into effect, July 20, 2012, were ineligible to participate in 
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the City’s defined benefit plan, the San Diego City Employees’ Retirement System (SDCERS), and would 
participate only in a defined contribution plan. Charter section 150 authorized the Council of the City of 
San Diego (Council) to establish “by ordinance” a defined contribution plan consistent with the terms of 
section 150. Council amended various sections of the San Diego Municipal Code to close participation in 
SDCERS for all Officers and employees initially hired or assuming office on or after July 20, 2012, as 
mandated by Charter section 140. Council amended and restated the City of San Diego Supplemental 
Pension Savings Plan (SPSP-H Plan) to provide defined contribution plan retirement benefits for all 
Officers and employees initially hired or assuming office on or after July 20, 2012, as mandated by 
Charter section 150.

In December 2015, the Public Employment Relations Board (PERB) issued a decision in an unfair labor 
practice charge filed by certain City recognized employee organizations (REOs) ruling that the City 
violated the Meyers-Milias-Brown Act (MMBA) when it failed to meet and confer with the REOs over the 
language of Proposition B prior to placing it on the June 2012 ballot (PERB Order).  
Between January 2016 and March 2019, the unfair labor practice charge matter was adjudicated at both 
the California Appellate Court and California Supreme Court levels, with the California Supreme Court in 
ultimately upholding the PERB Order and remanding the matter back to the Court of Appeal for further 
proceedings to determine the appropriate judicial remedy.

The Court of Appeal modified the PERB Order to provide, among other things, that for the time period 
that ends with the completion of the bargaining process (including exhaustion of impasse measure, if an 
impasse occurs), the City must pay the affected current and former employees represented by the REOs 
the difference between the compensation (including retirement benefits) the employees would have 
received prior to when Proposition B took effect and the compensation those employees received after 
Proposition B took effect (Make-Whole Remedy), plus seven percent annual interest on the difference, 
but the Court of Appeal declined to invalidate Proposition B, concluding that the question of Proposition 
B’s validity should be decided in a separate Quo Warranto action.

On February 5, 2021, judgment was entered in the Quo Warranto action, finding the provisions of the 
Charter added by Proposition B invalid. On April 9, 2021, the judgment in the Quo Warranto action 
became final when the time for filing an appeal expired.

The court in the Quo Warranto action also issued a writ commanding the City and Council to comply with 
the judgment by striking the 2012 Proposition B provisions from the Charter and conforming the San 
Diego Municipal Code and any other related enactments or regulations accordingly. To comply with the 
judgment, in part, Council amended San Diego Municipal Code sections 24.0103, 24.0104, and 24.1702, 
so that Officers and employees initially hired or assuming office on or after July 10, 2021, with the 
exception of police recruits in the City’s Police Academy, may participate in SDCERS, prospectively.

Council amended section 1.15 of the SPSP-H Plan to close participation by Officers and employees initially 
hired or assuming office on or after July 10, 2021, with the exception of police recruits in the City’s Police 
Academy, so that these new Officers and employees may participate in SDCERS, prospectively. From April 
26, 2021 until January 12, 2022, the City met and conferred with the San Diego Municipal Employees’ 
Association (MEA) and Local 127, American Federation of State, County and Municipal Employees, AFL-
CIO (Local 127) regarding the unwinding of Proposition B for current MEA and Local 127-represented 
employees initially hired into an eligible standard hour position on or after July 20, 2012, and before July 
10, 2021.

The City has reached agreement with the MEA and Local 127 concerning the terms of prospective 
participation in SDCERS for these employees, the purchase of service credit for the period of time these 
individuals were City employees but not eligible to participate in SDCERS due to Proposition B ( PERB’s 
Make-Whole Remedy), and the seven percent penalty calculation, as memorialized in the “Terms of 
Settlement of Make-Whole Compliance Issues between the City and MEA and Local 127 Regarding 
Current Prop. B-Affected Employees” (Tentative Agreement). The Tentative Agreement provides MEA and 
Local 127-represented employees with a one-time, irrevocable option to remain as participants in an 
amended SPSP-H Plan in lieu of participating in SDCERS, prospectively. Those employees who elect to 
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participate in the amended SPSP-H Plan are not entitled to receive a Make-Whole Remedy payment or 
7% interest penalty payment as set forth in the Tentative Agreement. Employees who choose to 
participate in SDCERS will be required to purchase all missed years of service credit for the time they 
were employed by the City in an eligible standard hour position, but excluded from participation in 
SDCERS due to Proposition B. Employees who choose to participate in SDCERS will also be enrolled in the 
City’s 2009 401(a) Plan. The purchases of SDCERS service credit will be accomplished through mandatory 
transfers of SPSP-H Plan account balances, with the City responsible for any shortfall in funding if the 
SPSP-H Plan account balances are not sufficient to fully purchase the service credit. Employees who 
participate in SDCERS will also have their employee contributions rates based on their age at hire into an 
eligible standard hour position. The seven percent penalty interest required as part of the PERB Order will 
be calculated on an individual level, then combined as an aggregate amount by REO following inclusion of 
agreed upon adjustments to the Make-Whole amounts, and will be reallocated to all impacted employees 
based on years of service.

The Tentative Agreement is subject to approval by the Council, as provided by the MMBA, specifically 
California Government Code section 3505.1, and San Diego Council Policy 300-06.

The City wishes to extend the terms of this Tentative Agreement to all unrepresented and unclassified 
employees in all Mayoral and non-Mayoral departments who were initially hired into an eligible standard 
hour position on or after July 20, 2012 and before July 10, 2021, with the exception of the provisions 
regarding payment of the seven percent interest penalty in the PERB Order.

The City’s Management Team continues to meet and confer with MEA and Local 127 representatives 
regarding the unwinding of Proposition B for affected individuals who have separated from City 
employment.

The City will provide a 90-day education period for current employees. Following the educational period, 
employees would have 60 days to elect whether to enter into SDCERS through a PSC or remain in SPSP-
H. The default if an employee does not take action within the 60 days is that they will be entered into 
SDCERS.

Subsequent amendments to the San Diego Municipal Code and SPSP-H Plan will be necessary to 
implement this Tentative Agreement, and those required amendments will be brought to Council for 
approval prior to the effective date for prospective participation in SDCERS for MEA and Local 127-
represented employees.

Approval of this Tentative Agreement requires future amendments to the San Diego Municipal Code 
provisions governing SDCERS and amendments to the SPSP-H Plan. The required Amendments will be 
brought to Council for approval prior to the effective date for prospective participation in SDCERS for MEA 
and Local 127-represented employees.

City Strategic Plan Goal(s)/Objective(s):
Goal #3: Create and sustain a resilient and economically prosperous City.
Objective #3: Diversify and grow the local economy.
Objective #5: Enhance San Diego’s global standing.

Fiscal Considerations
This action is anticipated to cost $41.3 million for MEA members, $10.6 million for Local 127 members 
and $11.0 million for Unrepresented and Unclassified Employees for a total cost of $62.9 million, of which 
$30.4 million is anticipated to be paid from the General Fund. These amounts include the Make-Whole 
Remedy component and the 7% Interest Penalty component, if applicable. This estimate is based on 
payroll data and SPSP-H balances as of March 2021, which will be updated per this Tentative Agreement 
to determine the ultimate cost to the City. If the terms of this agreement are applied to all REOs except 
for those represented by the Police Officers’ Association, the Citywide estimated cost would be 
approximately $80.7 million,  with a $48.2 million impact to the General Fund. 
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The Tentative Agreement focuses on the formulas for calculating the make whole remedy and penalty 
payment as required by the PERB order. Actual costs will vary based on ongoing negotiations with the 
remaining REOs, updated payroll data, updated SPSP-H balances, updated actuarial calculations as well 
as the actual number of employees electing to enter SDCERS. Some or all the costs associated with these 
agreements could be required to be paid upfront in Fiscal Year 2023 or amortized over time, dependent 
on future actions taken by the SDCERS Board of Directors.

Charter Section 225 Disclosure of Business Interests: 
N/A 

Environmental Impact: 
This activity is not a project as defined by the California Environmental Quality Act (CEQA) Section 21065 
and State CEQA Guidelines Section 15378(b)(5) as it is an organizational or administrative activity of 
government that will not result in direct or indirect physical changes in the environment. Thus, this 
activity is not subject to CEQA pursuant to CEQA Guidelines Section 15060(c)(3).

Climate Action Plan Implementation:
N/A – Does not have a connection to the CAP.

Equal Opportunity Contracting Information (if applicable):
N/A

Previous Council and/or Committee Actions: 
San Diego Ordinance O-21333 (June 24, 2021)

Key Stakeholders and Community Outreach Efforts:  
San Diego Municipal Employees Association
AFSCME Local 127

Abby Jarl-Veltz Kristina Peralta
         
Assistant Director, Human Resources Deputy Chief Operating Officer


