14 RreciprocITY

SUMMARY

Effective on December 9, 1994, the City of San José entered into an agreement with
the CdiforniaPublic Employees Retirement System (PERS) that extendsreciprocal
benefitsto membersof the Federated City Employees Retirement System. Reciproc-
ity isan agreement between the City and PERSthat in certain Situations, resultsin
improved retirement benefitsfor personswho movefrom oneéligibleretirement system
toanother. It may apply, for example, if you leave San José employment and begin
working for aCity, County or State agency where you becomeamember of PERS (or
thenew employer hasareciproca agreement with PERS). Reciprocity may also apply
if youformerly worked for areciproca agency and joined the Federated City Employ-
ees Retirement System upon leaving thereciprocal system.

Reciprocity does not mean that your contributions will be transferred from one
systemtoanother. Youarestill subject to therightsand obligationsof each system. If
you qualify, reciprocity offersyou enhanced retirement benefits. At retirement, you may
bedigibleto receiveretirement benefitsfrom morethan one system, and you will
receive separate checksfrom each system.

Thischapter describesthereciprocity provisionsthat are part of the Federated City
Employees Retirement System. These provisionswill apply whenyou aredligiblefor
reciproca benefitsfrom San José. Although San José adopted the uniform reciprocal
provisionsrequested by PERS, other reciprocal systems (including PERS) may have
different provisions. You should contact thereciproca system to determinetherecipro-
cal benefitsof that system to whichyou may beentitled.

GENERAL ELIGIBILITY REQUIREMENTS

You must jointhe Federated City Employees’ Retirement System within six monthsof
terminating employment with areciproca systemor you must joinareciproca system
within six monthsof terminating City of San Joséemployment. (If your move between
systemstook place prior to January 1, 1976, the maximum time between leaving one
plan and joining the other isninety (90) days.) [SIMC 3.28.2410(A)]
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You must not have concurrent or overlapping service between agencies. For example,
if youleaveaPERS agency alowing aweek of vacationto runout, and start withthe
City of San Jose during that vacation time, you have concurrent payroll running at both
agencies. Theremust be acomplete break in servicefrom oneagency to the other for
reciprocity digibility.

Except for the use of average monthly salary described below, the benefits of
reciprocity apply only if your transfer between thisretirement system and a
reciprocal system, or from areciprocal system tothisretirement system, takes
place after December 9, 1994.

[SIMC 3.28.2410(B) and (C)]

BENEFITS

Right to L eave Contributionson Deposit

Regardlessof Length of Service

Normally, whenleaving City service, you must have 5 yearsof serviceto bedigibleto
leaveyour contributionson deposit. However, if you qualify for reciprocity, you may
leaveyour contributionson deposit with the Federated City Employees’ Retirement
System no matter how many years of serviceyou have credited with the system. If you
leave your contributions on deposit, you may not withdraw your contributionsas
long asyou are still a member of a reciprocal system.

[SIMC 3.28.2420(A)]

Use of Average Salary From

Reciprocal System

Animportant factor in determining how much your retirement benefit will beisyour
averagesalary. If you qualify for reciprocity, thehighest final salary in either
system will beused by both systemsto calculateyour benefit. For example, let’s
say you have 15 yearsof serviceinthe Federated City Employees Retirement System.
You quit on December 31, 1999, and leave your retirement contributions on deposit.
At thispoint, your average salary was $2,500 per month. On January 1, 2000, you
start working for an agency whoseretirement systemisadministered by PERS. Let's
assumethat you will continueworking therefor an additional 5 years. Now you're55
andready toretire. Your final average salary at the PERS agency is$5,000 per month.
What happens?

‘ Chapter 14: Reciprocity

Federated City Employees Retirement System Handbook 2004

68



Without Reciprocity, an exampleof your possiblebenefitsis:

(Note: 2% isused asan example. Thereciprocal systemwould usewhatever percent-
ageappliesunder itsbenefit formula.)

Reciprocal System: 2% x 5Yearsx $5,000 = $500.00 per month
San José  2.5% x 15 Yearsx $2,500 = $937.50 per month
Total Pensionfrombothsystems ~ $1437.50

With Recipr ocity, your benefitscould be:

Reciprocal System: 2%x 5Yearsx $5,000 =$ 500.00 per month
San José:  2.5%x 15 Yearsx $5,000 =$1875.00 per month
Total Pension from both systems ~ $2375.00

Asyou canseeinthisexample, if you meet thequalificationsfor reciprocity, your benefit
from the City of San José could go from $937.50 per month to $1875.00 per month.
Thisisbecause both systemswill usethe highest average salary to cdculatethe pension.

If your San Joséfind average salary ishigher, then PERSwill useyour San Joséfind
averagesdary to caculate your PERS pension.

Eligibility Requirementsfor
Useof Aver age Salary From Reciprocal System
Tobeédigiblefor thisbenefit, you must meet al of thefollowing conditions:

. Youmust beat |east 50 years of ageat time of retirement.
(Youmust still meet minimum agerequirementsof thissystemandthe
reciproca system.)
. You must retire concurrently from thissystem and thereciproca system.
. You must be credited with servicein thereciprocal system.
[SIMC 3.28.2420(C)]

The benefit of using average salary from a reciprocal system may apply even if
your transfer between systems took place before December 9, 1994.
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Combining Servicein Reciprocal Systemsto

Meet Minimum Service Requirements

For the purpose of meeting minimum servicerequirementsfor qualificationtoreceive
benefits, you may beeligibleto combineserviceinthisretirement sysemwith servicein
areciprocal system. For example, let’sassumethat you have 3 yearsof serviceinthis
retirement system. If you leave San José employment and join areciprocal system
within 6 months, you havearight toleave your contributionson deposit with San José.
However, you must haveat least 5 years of servicein San Joséin order to beeligibleto
receive abenefit.

Thisprovisonwill alow you to count your servicewith areciprocal systemto meet the
5year requirement. Inthisexample, youwill needtowork at least 2 yearsin arecipro-
cal system to meet the minimum requirementsto receiveabenefit fromthisretirement
system. You will then bedligibleto receiveabenefit from San Joséif you retire concur-
rently from both systems.

You will only be eligible to receive a benefit based on your actual years of
servicein San José. The combination of serviceis only used to meet minimum
gualifications to receive a monthly benefit. It cannot be used to meet the mini-
mum service required to receive medical or dental benefits.

Tobeédigiblefor thisbenefit, you must meet al of thefollowing conditions:

Youmust beat |east 50 years of ageat time of retirement.
(Youmust still meet minimum agerequirementsof thissystem and thereciprocal
system.)

You must retire concurrently fromthisretirement system and thereciproca
system.

- Youmust be credited with serviceinthereciprocal system.
[SIMC 3.28.2420(D)]

NOTE: THISBENEFITAPPLIESONLY IFYOUR TRANSFER BETWEEN
RETIREMENTSSYSTEMSTAKESPLACEAFTER DECEMBER 9, 1994.
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Reciprocal Benefit When Member Receives

Disability Allowance From a Reciprocal System

If youreceiveadisability alowancefrom areciprocal system, San Joséwill pay a
retirement dlowancewith twolimitations:

1. Thebenefit will not begreater than the difference between what the other
system paysand what it would have paid for anonservice-connected disability
had all your servicebeenthere.

For example: San Joseretirement allowance< disability reciprocal alowance-
nonservice-connected disability reciprocal alowancewith servicefrom both systems
creditted.

2. Your San José benefit will not belessthan an annuity whichistheactuaria
equivaent of your San José contributions plus accumul ated interest.

Thisapplieswhether or not thedisability isfor service-connected reasons.
[SIMC 3.28.2420(E)]

Survivor ship or Death BenefitsWhen Member Dies

asaMember of a Reciprocal System

Thesurvivorship benefitsor death benefits payableif you diefrom nonservice-con-
nected causesasamember of areciprocal system shall not exceed an amount which
when added to the survivorship and death benefits paid for you under thereciproca
systems equa sthe maximum death benefit payable under that system.

For example:

San Jose death benefit + death benefitsfrom thereciprocal system < the maximum
death benefit payable under thereciprocal system

Thisissubject tothefollowing limitations:
1. Thesurvivorship and death benefitsshall beat least the amount of your accumu-
lated contributions plusinterest accrued as of the date of death.

2. If your deathiscaused by service-connectedinjury or diseaseinthereciprocal
system, the survivorship and death benefits shall bethe amount of your accumu-
|ated contributionsplusinterest accrued as of the date of death.

[SIMC 3.28.2420(F)]
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Special Redeposit Provisions

If you areaformer member of thisretirement systemwho terminated City employment
after December 9, 1994, and withdrew your accumul ated contributionsand interest,
you may be alowed to redeposit those contributions and accrued interest. You may
then bedligiblefor the benefitsof reciprocity. To bedligible, you must meet thefollow-
ing requirements.

You must meet therequirementsin the section entitled “ Generd Eligibility
Requirements’ found on thishandbook.

You must redeposit withdrawn contributionsincluding interest that would have
been earned by the withdrawn contributionsand interest, at theretirement
fund’sactua earningsrate.

You must redeposit the aboveamount befor eretiring from thissystem or from
thereciproca system.
[SIMC 3.28.2430]

ELECTING RECIPROCITY

If you leave City servicetojoinareciprocal retirement system and meet thequalifica-
tionsfor reciprocal benefits, you can elect reciprocity by written request at any time
prior toretiring. Send your request to the Retirement Services Department at the
addresson page 2.
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