






June 20, 2011

Honorable Mayor and San Jose City Council

200 E. Santa Clara Street

San Jose, CA 95113

Dear Mayor Reed and City Council Persons:

Subject: Fiscal Reform: San Jose City Council meeting 6-21-11, agenda item 3.11

On behalf of the Board of Directors of the San Jose Retired Employees Association, I am writing to express our strong opposition to the proposed reductions in retirement benefits for current retirees. We do understand that the Council needs to address fiscal reform, and we are suggesting an approach that can help in overcoming the current budgetary situation. 

Because of the serious impact the COLA and other benefit reduction proposals would have on all our retirees, we have, for the first time in memory, retained legal counsel.  Mr. Stephen Silver, principal of the law firm Silver, Hadden, Silver, Wexler & Levine has prepared an analysis, a copy of which is attached.  

Our legal counsel, as well as counsel for many other groups across the nation, has cited clear precedent as to the illegality of any such taking of vested benefits from retirees. Moreover, the proposals, especially the virtual elimination of a COLA, are extreme and unfair to all retirees and have the most negative impact on those least able to pay. As reported in the City’s latest CAFR report, almost 50% of the federated pensions are under $30,000 per year, and over 25% are less than $18,000 per year. Many pensioners worked 40 quarters under Social Security, but federal “windfall” legislation results in City retiree’s social security checks being reduced by about 60%, with the loss the of the associated Social Security COLA. The mayor’s proposal would result in current retirees having little ability to maintain reasonable purchasing power of their pension dollars. This would be a road to poverty level standards for many, given most expert predictions regarding inflation. 

A much fairer approach, and one that acknowledges the substantial concessions already being negotiated with the City’s hard-working public employees, would be to require staff to complete a full cost savings analysis of all of the proposed concessions for tier-two and active employees, update the revenue projections, and review all actuarial assumptions used in the retirement contribution calculations to see if any adjustments are appropriate. The City could then go to the voters with a revenue enhancement plan, which could be a temporary measure.

It is unfortunate that retirees were not provided information until after the proposals were formulated and published. Everyone wants to see fair and equitable solutions to the City’s financial difficulties, but given the onerous and unilateral approach proposed, we are left no choice but to engage legal counsel to protect our earned and vested benefits.

The over 3,200 federated retired workers and surviving spouses paid into this system to fund their retirement benefits and cost-of-living adjustments, and they relied on promises made when making their retirement decisions. They did not cause the City’s fiscal situation, but they should be able to feel safe in knowing that the City will maintain their retirement benefits. 







Bob Leininger

Cc Debra Figone, City Manager

     Rick Doyle, City Attorney
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