AN ORDINANCE TO AMEND SECTIONS 1:573 AND 1:592 OF CHAPTER 18, EMPLOYEES RETIREMENT SYSTEM, OF TITLE I OF THE CODE OF THE CITY OF ANN ARBOR

The City of Ann Arbor Ordains:

Section 1.  That Section 1:573 of Chapter 18 of Title 1 of the Code of the City of Ann Arbor be amended to read as follows:

1:573. Other operating funds.

(1) 
The retirement reserve fund shall be the fund from which shall be paid all annuities and pensions payable as provided in this chapter. Should a disability retirant return to active service in the employ of the City, the retirant's annuity reserve at that time shall be transferred from the retirement reserve fund to the annuity savings fund and shall be credited to the retirant's individual account therein and the retirant's pension reserve at that time shall be transferred from the retirement reserve fund to the pension reserve fund.


(2) 
Effective June 30, 1975, the Board shall establish a pension adjustment account within the retirement reserve fund. The initial account balance shall be $1,078,288. Each  June 30 thereafter continuing through June 30, 2007, the account shall be increased by the positive difference or decreased by the negative difference, as the case may be, between the balance in the retirement reserve fund [after regular interest and additional interest, if any, as provided by subsection 1:575(a)] and the sum of (1) the balance in the pension adjustment account; (2) the annuity and pension reserve for annuities and pensions being paid retirants and beneficiaries; and (3) the pension contingency reserve. Each July 1 thereafter continuing through June 30, 2007, the account shall be reduced by the pension reserve for the pension adjustment, if any, which became effective as of July 1, pursuant to subsections (1) and (2) of  Section 1:592.  


(3) 
Effective July 1, 2007and each July 1 thereafter, the pension adjustment account shall be the account to which a percentage of excess earnings shall be credited and interest accrued, both as provided herein, and to which distributions under Section 1:592 shall be charged.  “Excess earnings,” as used herein, shall mean the excess, if any, of (1) the recognized rate of return on the actuarial value of retirement system assets, greater than (2) three-quarters of one percent (.75%) over the actuarial assumed rate of return, multiplied by (3) the actuarial present value of benefits being paid retired members and survivor beneficiaries, as reported in the annual actuarial valuation.  Commencing with the actuarial report dated June 30, 2007, upon receipt of the annual actuarial valuation for each fiscal year (July 1 – June 30), the Board shall credit the pension adjustment account at the end of the then current fiscal year, with the excess earnings, if any, earned in the prior fiscal year.  Notwithstanding the foregoing, the Board shall have the discretionary authority to determine that there shall be no crediting of excess earnings to the pension adjustment account in any fiscal year in which the funded status of the Plan is below one hundred percent (100%).
 
(a)
Prior to crediting of the prior year’s excess earnings, the balance in the pension adjustment account as of the last day of the fiscal year shall be credited with interest based upon the recognized rate of return on the actuarial value of retirement system assets for the prior fiscal year; however, said recognized rate of return shall not be greater than the actuarially assumed rate of investment return.  
 
(b)
The balance in the pension adjustment account after crediting of the prior year’s excess earnings shall not exceed an amount equal to the total amount of the pension benefits paid by the retirement system to retirees and beneficiaries in the prior fiscal year as reflected in the annual actuarial report.  

(4) 
  


The pension reserve fund shall be the fund in which shall be accumulated reserves for the payment of all pensions payable from funds provided by the City. Upon the basis of such mortality and other experience tables and regular interest, as the Board shall from time to time adopt, the actuary shall annually compute the pension reserve (1) for pensions being paid retirants and beneficiaries, and (2) covering service rendered and to be rendered by members. The said pension reserves shall be financed by annual appropriations to be made by the City Council, determined according to subparagraphs (a), (b) and (c) of this paragraph subsection.

 
(a)
The appropriation for members' current service shall be a percent of their annual compensations which will produce an amount which, if paid annually by the City during their future service, will be sufficient to provide the reserves, at the time of their retirements for the portions of the pensions to be paid them based upon their future service; and

 
(b)
The appropriation for members' accrued service shall be a percent of their annual compensations which will produce an amount which, if paid annually by the City over a period of years to be determined by the Board, will amortize, at regular interest, the unfunded pension reserves for the accrued service portions of the pensions to which they may be entitled; and

 
(c)
The appropriation for pensions being paid retirants and beneficiaries shall be a percent of the annual compensations of members which will produce an amount which, if paid annually by the City over a period of years to be determined by the Board, will amortize, at regular interest, the unfunded pension reserves for pensions being paid retirants and beneficiaries.

 
( d)
Within 30 days from and after the date this amendment takes effect, the pension reserves for pensions being paid retirants and beneficiaries shall be transferred from the pension reserve fund to the retirement reserve fund and thereafter all pensions shall be paid from the retirement reserve fund. Upon the retirement of a member or at the time a pension becomes payable to a beneficiary on account of the death of a member, the reserve for such pension shall be transferred from the pension reserve fund to the retirement reserve fund. The Board may from time to time transfer from the pension reserve fund to the retirement reserve fund such additional amounts as it determines to be necessary for the proper maintenance of the retirement reserve fund.

 
(e)
In the event the amounts appropriated in the budget in any year be insufficient to pay in full the amounts due in said year to all retirants and beneficiaries of the retirement system, the amount of such insufficiency shall thereupon be provided by the appropriating authorities of the City.


(5) 
The Board shall annually certify to the City Council, according to the established City budget procedure, the amount of the City's annual contribution, as determined by the annual valuation by the retirement system's actuary, to fund the retirement system during the ensuing fiscal year and the City shall appropriate and pay such amount to the retirement system.


(6) 
The Board shall annually prepare a budget and a budget statement which shall explain the budget and shall contain an outline and explanation of the proposed financial policies of the Board relating to its current and future investment operations. The budget as approved by the Board shall be submitted to City Council for reporting purposes in accordance with applicable law. Payment for all expenses necessary in connection with the administration and operation of the retirement system shall be paid from the earnings of the retirement system in accordance with applicable law. The Board shall have the sole authority to enter into contracts and make expenditures for the retirement system.


(7) 
The retirement system shall publish and make available a summary annual report available to the plan members, retirants and beneficiaries, and the general public. The financial records of the retirement system shall be subject to the annual audit of the City. The Board shall fully comply with all applicable statutory and municipal budgetary and accounting procedures and provide access to and/or documentation of all revenues from all sources, the amount of expenditures for each purpose, the amount of indebtedness, the fund balances at the close of each fiscal year, and any other information as may be required by law as part of the City's annual financial report to the state treasurer. 

Section 2.  That Section 1:592 of Chapter 18 of Title 1 of the Code of the City of Ann Arbor be amended to read as follows

1:592. Post retirement adjustments.

(1) 
Effective July 1, 2000 and each July 1 thereafter, the Board may increase the amount of each pension payable to all retirants and beneficiaries who have been receiving a benefit for at least twelve (12) months and are payable a retirement benefit in accordance with subparagraph (a) and subject to subparagraph (b) of this Section. 
 
(a)
Each pension that is to be adjusted shall be increased by a uniform percentage of the current retirement allowance, but in no case less than $10.00 a month, such that the pension reserve for the aggregate of such increases shall approximate the increase, if any, in the pension adjustment account since the July 1 on which the last pension increase was effective. 
 
(b)
No increase shall be granted on any July 1 if the percentage amount of increase is less than 1.0% 
 

 (

(2) 
Effective July 1, 2000, and each July 1 thereafter, the Board shall increase the amount of each pension benefit payable to a retirant or beneficiary of a retirant who had five or more years of credited service at the time of retirement by a pension adjustment amount which shall be the difference between $9,800 and the current annual retirement benefit paid to the retirant or beneficiary.  Said $9,800 amount, however, shall be reduced by five percent (5%) for each year of credited service less than 20 years.  Said $9,800 amount shall be indexed based upon the National Consumer Price Index each July 1, beginning July 1, 2001, prior to any applicable credited service reduction. 


 








	
	

	
	

	
	

	
	

	
	

	
	

	
	


(3)
Annually, the Board, in consultation with its actuary and upon receipt of the actuarial report for each fiscal year, shall determine, the total supplemental distribution amount, if any, of funds from the pension adjustment account which may be distributed to eligible retirees and beneficiaries.  The annual total supplemental distribution amount shall not exceed an amount equal to 1/12 of total pension payroll.  There shall be no distribution unless the amount available for distribution from the pension adjustment account is equal to or greater than one percent (1%) of the total pension payroll.  The term “total pension payroll” as used herein shall mean the total amount of pension benefits paid to retirees and beneficiaries in the prior fiscal year as reflected in the annual actuarial report.  Supplemental distributions shall be paid in accordance with subparagraphs (a), (b), and (c) of this subsection.

(a) Participants in a supplemental bonus distribution shall be determined in accordance with the following:

i. A retiree who retires under Section 1:562(1) shall be eligible to participate beginning the first day of the fiscal year following the fiscal year containing the first anniversary of his/her effective date of retirement.

ii. A disability retiree shall be eligible to participate beginning the first day of the fiscal year following the fiscal year containing the first anniversary of his/her effective date of disability retirement.

iii. A beneficiary of a deceased retiree shall be eligible to participate beginning the first day of the fiscal year following the fiscal year containing the first anniversary of the effective service retirement date or deferred retirement date or the effective date of disability retirement attributable to the retiree from who the beneficiary’s pension was derived.

iv. In the case of a survivor beneficiary who is receiving a duty death or non-duty death pension benefit, said beneficiary shall be eligible to participate beginning the first day of the fiscal year following the fiscal year containing the first anniversary of the effective date of the duty death or non-duty death pension benefit payable to said beneficiary.

(b) Supplemental bonus distributions to eligible participants shall be based upon a point system and shall be paid in the following manner:

i. Each participant receives one (1) point for each full year of retirement as of the first day of the fiscal year for the year in which the distribution is to occur.

ii. Each participant receives one (1) point for each full year of service credit for actual service rendered in the employ of the City.

iii. Points are summed for all eligible participants as of the first day of the fiscal year for the year in which the distribution is to occur.

iv. The total annual bonus distribution amount as determined by the Board is multiplied by the ratio of a participant’s points to the total points of all participants. (i.e., the sum of (i) and (ii) divided by (iii) multiplied by the total annual distribution amount)

v. Notwithstanding the foregoing, no individual distribution to a participant shall be made if the amount of the distribution is less than twenty-five dollars ($25.00).

(c) Distribution in accordance with the provisions of this subsection will be made in July of the following fiscal year.  Distribution shall be in a lump sum and paid in such manner and method as approved by the Board.  The distribution of benefits hereunder shall not be considered an increase in the rate of retirement allowance to be paid and shall not create a liability for its continuance.  Distribution of any portion of the pension adjustment account under this subsection shall in no way be a permanent increase in pension payments.  All distributions under this subsection shall be made consistent with and subject to the taxation and distribution rules of the Internal Revenue Code.



Section 3.  If this ordinance amendment or any portion thereof is held to be invalid by any court of competent jurisdiction, said decision shall not effect the validity of the remaining provisions.

Section 4.  This ordinance shall take effect on the tenth day following legal publication. 
