Agenda Item 9

CITY OF YUBA CITY
STAFF REPORT

Date: September 3, 2019

To: Honorable Mayor and Members of the City Council
From: Human Resources Department

Presentation By: Natalie Springer, Human Resources Director
Summary

Subject: The Yuba City Firefighters Local 3793 Side Letter

Recommendation: Adopt a Resolution approving a Side Letter with Local 3793 regarding
current allocation of accrued but unused leave upon separation.

Fiscal Impact: None.

Purpose:

To approve a Side Letter for Local 3793 that identifies how accrued leave will be allocated upon
separation of employment.

Background:

The existing MOU for Local 3793 provides, among a variety of other terms, for the allocation of
various forms of accrued leave upon retirement or termination of employment. The proposed side
letter clarifies the process for allocation, memorializes the allocation for accrued and unused sick
leave for conversion to additional CalPERS service credit and resolves concerns associated with the
constructive receipt doctrine.

Local 3793 members contributes 3% of earnings to the Retiree Health Savings (RHS) plan on an
ongoing basis. The proposed side letter does not affect this ongoing 3% contribution to the RHS
plan. At this time, the City does not contribute to RHS on behalf of employees.

Analysis:

Under current policy, Local 3793 members contribute 100% of accrued but unused sick leave,
subject to applicable limits under the MOU, remaining after conversion to additional CalPERS
service credit (if applicable), and 100% of other types of accrued but unused leave, to the RHS plan
upon separation of employment. The proposed side letter changes the percentage allocation to the
RHS plan to 50%. The remaining leave, subject to applicable limits under the MOU, will be
allocated to a 457(b) plan or paid as taxable compensation as determined exclusively under the
terms of the side letter.

The side letter also memorializes the process for the allocation of accrued and unused sick leave to
be converted to additional CalPERS service credit and resolves concerns associated with the
constructive receipt doctrine.

Fiscal Impact:

None.
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Alternatives:

Do not approve the Local 3793 Side Letter and provide direction to staff.

Recommendation:

Adopt a Resolution approving a Side Letter with Local 3793 regarding current allocation of accrued
but unused leave upon separation.

Attachments:

1. Local 3793 Side Letter resolution
2. Local 3793 Side Letter
3. RHS Plan 803499 Amendment

Prepared By: Submitted By:

/s/ Natolie Springer /s/ Michael Rock
Natalie Springer Michael Rock

Human Resources Director City Manager
Reviewed By:

Finance RB

BB&K, Special Counsel BB&K/IS by email
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RESOLUTION NO.
RESOLUTION OF THE CITY COUNCIL OF THE CITY OF YUBA CITY
APPROVING THE YUBA CITY FIREFIGHTERS LOCAL 3793 SIDE LETTER
JULY 1, 2017 — JUNE 30, 2019

WHEREAS, Local 3793 have requested changes to the current allocation of accrued but
unused leave upon separation; and

WHEREAS, a Side Letter and RHS plan amendment change has been prepared in response to
this request.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Yuba City as follows:

1. That the Local 3793 Side Letter and RHS plan amendment document, in the form
attached hereto as Exhibit A and Exhibit B, respectively, are hereby approved.

2. That staff are authorized to make any necessary changes to the Local 3793 Side
Letter as long as the changes do not modify the Side Letter's substantive terms
or past practice.

The foregoing Resolution of the City Council of the City of Yuba City was duly introduced,
passed and adopted at a regular meeting thereof held on the 3rd day of September 2019.

AYES:
NOES:

ABSENT:

Shon Harris, Mayor
ATTEST:

Patricia Buckland, City Clerk

Approved as to form:

Isabel Safie
BB&K, Special Counsel
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SIDE LETTER TO THE
MEMORANDUM OF UNDERSTANDING
Between
The City of Yuba City
And

The Yuba City Firefighters Local 3793

July 1, 2017 through June 30, 2019
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The purpose of this side letter is to amend the language pertaining to how unused leave is
allocated, including to the Retirement Health Savings (RHS Plan #803499).

Both parties have agreed to the below language:

1. New Terms for the Allocation of Specified Accrued but Unused Leave:

The Employer will make mandatory contributions of accrued leave as follows:
One time only, at time of separation from employment ONLY.

The City agrees to provide the PERS Sick Leave Conversion benefit which allows employees to
convert their remaining sick leave accrual balance to additional PERS retirement service credit.

Upon retirement from City service, an employee’s unused sick leave balance shall be converted
to CalPERS service credit in accordance with PERS policy and subject to the following terms:

e The amount of eligible sick leave balance shall be determined in accordance with
applicable MOU and City Rules and Regulations.

e Classic Members: If the conversion of a classic member’s eligible unused sick leave to
CalPERS service credit would result in service credit in excess of the 90% ceiling for
local safety members, only the amount of unused sick leave needed to reach the 90%
ceiling will be certified to CalPERS.

e PEPRA Members: The amount of unused sick leave balance converted to CalPERS
service credit for each PEPRA member shall be limited to the lesser of: (i) his or her
balance of unused sick leave, or (ii) the equivalent of one year of CalPERS service
credit.

After the allocation to CalPERS service credit or, in the case of an employee that does not retire
from City service, upon separation from employment, 50% of the eligible and remaining sick
leave balance (determined in accordance with City Rules and Regulations, applicable MOU and
based upon length of service) shall be converted into a contribution to the City’s RHS plan. The
eligible and remaining sick leave balance (determined in accordance with City Rules and
Regulations, applicable MOU and based upon length of service) after the mandatory allocation
to the RHS Plan shall be contributed on a mandatory basis for the benefit of the employee to the
City's 457(b) plan by the City subject to the annual limitations on contributions to such plan,
including catch up contribution limits if applicable. The eligible and remaining sick leave
balance (determined in accordance with City Rules and Regulations, applicable MOU and
based upon length of service) after the mandatory allocation to the RHS plan and the 457(b)
plan, shall be paid out to the employee in taxable compensation; provided that the total amount
allocated to the RHS plan, 457(b) plan and paid as taxable compensation does not exceed the
applicable limits as set forth in the MOU.

All other leave including vacation time, administrative leave and/or comp time (“Other Leave”) is
ineligible for conversion to CalPERS service credit. Upon separation from employment,
including retirement, 50% of eligible Other Leave (determined in accordance with City Rules and
Regulations, applicable MOU and based upon length of service) shall be converted into a
contribution to the City’s RHS plan. The eligible and remaining Other Leave (determined in
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accordance with City Rules and Regulations, applicable MOU and based upon length of
service) after the mandatory allocation to the RHS Plan shall be contributed on a mandatory
basis for the benefit of the employee to the City’s 457(b) plan by the City subject to the annual
limitations on contributions to such plan, including catch up contribution limits if applicable. The
eligible and remaining sick leave balance (determined in accordance with City Rules and
Regulations, applicable MOU and based upon length of service) after the mandatory allocation
to the RHS plan and the 457(b) plan, shall be paid out to the employee in taxable
compensation; provided that the total amount allocated to the RHS plan, 457(b) and paid as
taxable compensation does not exceed the applicable limits as set forth in the MOU.

Example 1: An employee classified as a “classic member” has 2200 hours of accrued sick
leave and 300 hours of accrued vacation hours and needs only one year of CalPERS service
credit (2000 hours) to reach the 90% ceiling for local safety members. In this case, 2000 hours
will be certified to CalPERS by the City for conversion to CalPERS service credit. This would
leave 200 hours from the original balance. If the employee is subject to the 50% limit of total
accrued sick leave based on their MOU and length of service, the employee would only have
1100 sick leave hours eligible for allocation subject to a lesser amount remaining after the
mandatory conversion to CalPERS service credit. In this case, the lesser figure is the 200 sick
leave hours remaining after the mandatory conversion to CalPERS service credit. As such, only
200 sick leave hours are considered “eligible and remaining”. Of these 200 sick leave hours,
50% or 100 hours would be subject to a mandatory allocation to the employee’s account with
the City’s RHS plan. The remaining 100 hours would be contributed to the City’s 457(b) plan,
subject to the applicable contribution limits, and any remaining hours would be paid out as
taxable compensation.

The 300 hours of remaining vacation would also be subject to this provision. The employee is
eligible for 100% of their vacation hours. Their “eligible and remaining” vacation time for
distribution would be 300 hours. 50% or 150 hours would be subject to a mandatory allocation
to the employee’s account with the City's RHS plan. The remaining 150 hours would be
contributed to the City's 457(b) plan, subject to the applicable' contribution limits, and any
remaining hours would be paid out as taxable compensation.

Example 2: An employee classified as a “classic member” has 4000 hours of accrued sick
leave and 300 hours of accrued vacation hours and needs only one year of CalPERS service
credit (2000 hours) to reach the 90% ceiling for local safety members. In this case, 2000 hours
will be certified to CalPERS by the City for conversion to CalPERS service credit. This would
leave 2000 hours from the original balance. If the employee is subject to the 30% limit of total
accrued sick leave based on their MOU and length of service, the employee would only have
1200 sick leave hours eligible for allocation subject to a lesser amount remaining after the
mandatory conversion to CalPERS service credit. In this case, the lesser figure is the 1200 sick
leave hours resulting from application of the 30% limit. As such, only 1200 sick leave hours are
considered “eligible and remaining”. Of these 1200 sick leave hours, 50% or 600 hours would
be subject to a mandatory allocation to the employee’s account with the City’s RHS plan. The
remaining 600 hours would be contributed to the City’s 457(b) plan, subject to the applicable
contribution limits, and any remaining hours would be paid out as taxable compensation.

The 300 hours of remaining vacation would also be subject to this provision. The employee is
eligible for 100% of their vacation hours. Their “eligible and remaining” vacation time for
distribution would be 300 hours. 50% or 150 hours would be subject to a mandatory allocation
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to the employee’s account with the City's RHS plan. The remaining 150 hours would be
contributed to the City's 457(b) plan, subject to the applicable contribution limits, and any
remaining hours would be paid out as taxable compensation.

Example 3: An employee classified as a “classic member” has 2000 hours of accrued sick
leave and 300 hours of accrued vacation hours and needs only one year of CalPERS service
credit (2000 hours) to reach the 90% ceiling for local safety members. In this case, 2000 hours
will be certified to CalPERS by the City for conversion to CalPERS service credit. Since all
accrued sick leave has been used, no further aliocations are made.

The 300 hours of remaining vacation would also be subject to this provision. The employee is
eligible for 100% of their vacation hours. Their “eligible and remaining” vacation time for
distribution would be 300 hours. 50% or 150 hours would be subject to a mandatory allocation
to the employee’s account with the City's RHS plan. The remaining 150 hours would be
contributed to the City's 457(b) plan, subject to the applicable contribution limits, and any
remaining hours would be paid out as taxable compensation.

Example 4: An employee (classic or PEPRA) has 2500 hours of accrued sick leave and 300
hours of accrued vacation hours but is separating from service to work for another agency
rather than retiring from City service. This employee is not eligible for the sick leave conversion
benefit because he or she is not retiring from City service. If the employee is subject to the 50%
limit of total accrued sick leave based on their MOU and length of service, the employee would
only have 1250 sick leave hours eligible for allocation. As such, only 1250 sick leave hours are
considered “eligible and remaining”. Of these 1250 sick leave hours, 50% or 625 hours would
be subject to a mandatory allocation to the employee’s account with the City’s RHS plan. The
remaining 625 hours would be contributed to the City's 457(b) plan, subject to the applicable
contribution limits, and any remaining hours would be paid out as taxable compensation.

The 300 hours of remaining vacation would also be subject to this provision. The employee is
eligible for 100% of their vacation hours. Their “eligible and remaining” vacation time for
distribution would be 300 hours. 50% or 150 hours would be subject to a mandatory allocation
to the employee’s account with the City's RHS plan. The remaining 150 hours would be
contributed to the City’s 457(b) plan, subject to the applicable contribution limits, and any
remaining hours would be paid out as taxable compensation.

Example 5: An employee classified as a “PEPRA member” has 2500 hours of accrued sick
leave and 300 hours of accrued vacation hours. In this case, 2000 hours (the equivalent of one
year of service credit) will be certified to CalPERS by the City for conversion to CalPERS
service credit. This would leave 500 hours from the original balance. If the employee is subject
to the 30% limit of total accrued sick leave based on their MOU and length of service, the
employee would only have 750 sick leave hours eligible for allocation subject to a lesser amount
remaining after the mandatory conversion to CalPERS service credit. In this case, the lesser
figure is the 500 sick leave hours remaining after the allocation to CalPERS service credit. As
such, only 500 sick leave hours are considered “eligible and remaining”. Of these 500 sick
leave hours, 50% or 250 hours would be subject to a mandatory allocation to the employee’s
account with the City’s RHS plan. The remaining 250 hours would be contributed to the City’s
457(b) plan, subject to the applicable contribution limits, and any remaining hours would be paid
out as taxable compensation.
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CITY OF YUBA CITY RHS PLAN ATTACHMENT 803499

Yuba City Fire Management:

Reduction in salary: 2% of earnings will be contributed for the Plan Year.

Mandatory Employee Leave contributions: One time only at separation from employment only, the
Employer will contribute a maximum of 50% of accrued vacation time, administrative leave time and/or
compensatory time and 100% of eligible amount of sick leave payoff remaining in total accrued sick
leave as outlined in the Yuba City Rules and Regulations based upon length of service, and after
contribution of sick leave for PERS service credit.

Yuba City Firefighters Local 3793:

Reduction in salary: 3% of earnings will be contributed for the Plan Year.

Mandatory Employee Leave contributions: The Employer will make mandatory contributions of accrued
leave as follows: Upon separation from service 50% of eligible sick leave balance and 50% of other leave
will be contributed to the RHS Plan, subject to the terms set forth in the side letter agreement included
at the end of this attachment.*

. Department Heads hired prior to July 1, 2006:

Upon a regular, non-medical retirement, 100% of sick leave payout, 100% of administrative leave, and
100% of vacation leave will be contributed to the Plan.

*Yuba City Firefighters Local 3793 Side Letter Agreement:

One time only, at time of separation from employment ONLY.

The City agrees to provide the PERS Sick Leave Conversion benefit which allows employees to convert
their remaining sick leave accrual balance to additional PERS retirement service credit.

Upon retirement from City service, an employee’s unused sick leave balance shall be converted to
CalPERS service credit in accordance with PERS policy and subject to the following terms:

e The amount of eligible sick leave balance shall be determined in accordance with applicable
MOU and City Rules and Regulations.

e (lassic Members: If the conversion of a classic member’s eligible unused sick leave to CalPERS
service credit would result in service credit in excess of the 90% ceiling for local safety members,
only the amount of unused sick leave needed to reach the 90% ceiling will be certified to
CalPERS.



*  PEPRA Members: The amount of unused sick leave balance converted to CalPERS service credit
for each PEPRA member shall be limited to the lesser of: (i) his or her balance of unused sick
leave, or (ii) the equivalent of one year of CalPERS service credit.

After the allocation to CalPERS service credit or, in the case of an employee that does not retire from City
service, upon separation from employment, 50% of the eligible and remaining sick leave balance
(determined in accordance with City Rules and Regulations, applicable MOU and based upon length of
service) shall be converted into a contribution to the City’s RHS plan. The eligible and remaining sick
leave balance (determined in accordance with City Rules and Regulations, applicable MOU and based
upon length of service) after the mandatory allocation to the RHS Plan shall be contributed on a
mandatory basis for the benefit of the employee to the City’s 457(b) plan by the City subject to the
annual limitations on contributions to such plan, including catch up contribution limits if applicable. The
eligible and remaining sick leave balance (determined in accordance with City Rules and Regulations,
applicable MOU and based upon length of service) after the mandatory allocation to the RHS plan and
the 457(b) plan, shall be paid out to the employee in taxable compensation; provided that the total
amount allocated to the RHS plan, 457(b) plan and paid as taxable compensation does not exceed the
applicable limits as set forth in the MOU.

All other leave including vacation time, administrative leave and/or comp time (“Other Leave”) is
ineligible for conversion to CalPERS service credit. Upon separation from employment, including
retirement, 50% of eligible Other Leave (determined in accordance with City Rules and Regulations,
applicable MOU and based upon length of service) shall be converted into a contribution to the City’s
RHS plan. The eligible and remaining Other Leave (determined in accordance with City Rules and
Regulations, applicable MOU and based upon length of service) after the mandatory allocation to the
RHS Plan shall be contributed on a mandatory basis for the benefit of the employee to the City’s 457(b)
plan by the City subject to the annual limitations on contributions to such plan, including catch up
contribution limits if applicable. The eligible and remaining sick leave balance (determined in accordance
with City Rules and Regulations, applicable MOU and based upon length of service) after the mandatory
allocation to the RHS plan and the 457(b) plan, shall be paid out to the employee in taxable
compensation; provided that the total amount allocated to the RHS plan, 457(b) and paid as taxable
compensation does not exceed the applicable limits as set forth in the MOU.
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