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September 25, 2013     Employer Code: 1729 
        CalPERS ID: 6771245722  
        Job Number: P13-004 
 
City Council of the City of San Jose 
Alex Gurza, Deputy City Manager 
200 East Santa Clara Street 
San Jose, CA  95113 

 
Dear Mr. Gurza: 
 
Enclosed is our final report on the results of the public agency review completed for the 
City Council of the City of San Jose (Agency).  The Office of Audit Services did not 
identify any instances of non-compliance with applicable sections of the California 
Government Code, California Code of Regulations (CCR) and its contract with the 
California Public Employees’ Retirement System (CalPERS).  It was our pleasure to work 
with your Agency and we appreciate the time and assistance of you and your staff during 
this review. 
 
Sincerely,  
 
 
Original Signed By Margaret Junker 
MARGARET JUNKER, Chief 
Office of Audit Services 
 
Enclosure 
 
cc: Risk and Audit Committee Members, CalPERS 
 Gina M. Ratto, Interim General Counsel, CalPERS 

Karen DeFrank, Chief, CASD, CalPERS 
Anthony Suine, Chief, BNSD, CalPERS 
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RESULTS IN BRIEF 

   
The primary objective of our review was to determine whether the City Council of 
the City of San Jose (Agency) complied with applicable sections of the California 
Government Code, California Code of Regulations (CCR) and its contract with the 
California Public Employees’ Retirement System (CalPERS).   
 
The Office of Audit Services (OAS) did not identify any instances of non-compliance 
with applicable sections of the California Government Code, California Code of 
Regulations (CCR) and its contract with the California Public Employees’ 
Retirement System (CalPERS).  
 

BACKGROUND 

The Agency contracted with CalPERS effective November 29, 1998 to provide 
retirement benefits for local miscellaneous employees, specific to persons elected 
to City Council who are in office on or after the effective date of the contract.  City of 
San Jose employees are provided retirement benefits through its own defined 
benefit pension plans. 
 

SCOPE 

As part of the Board approved plan for fiscal year 2013/2014, OAS reviewed the 
Agency’s payroll reporting and member enrollment processes as these processes 
relate to the Agency’s retirement contract with CalPERS.  The review period was 
limited to the examination of sampled records and processes from July 1, 2010   
through June 30, 2013.  The on-site fieldwork for this review was conducted from 
August 12, 2013 through August 15, 2013.  The review objectives and a summary 
of the procedures performed are listed in Appendix A. 
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CONCLUSION 

 
OAS limited this review to the areas specified in the scope section of this report and 
in the objectives as outlined in Appendix A.  OAS limited the test of transactions to 
employee samples selected from the Agency’s payroll records.  Sample testing 
procedures provide reasonable, but not absolute, assurance that these transactions 
complied with the California Government Code.  The conclusions outlined in this 
report are based on information made available or otherwise obtained at the time 
this report was prepared.         
 
 
 

Respectfully submitted, 
 

 
Original Signed By Margaret Junker  
MARGARET JUNKER, CPA, CIA, CIDA 
Chief, Office of Audit Services 

 
 
 
 
 
 
 
Date: September 2013 
Staff: Cheryl Dietz, CPA, Assistant Division Chief 

Michael Dutil, CIA, CRMA, Senior Manager 
 Diana Thomas, CIA, CIDA, Senior Manager 
 Alan Feblowitz, CFE, Manager 

Aileen Wong, Auditor 
Karen Harlan, Auditor
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APPENDIX A-1 

OBJECTIVES 
 
The objectives of this review were limited to the determination of: 
 

• Whether the Agency complied with applicable sections of the California 
Government Code and Title 2 of the California Code of Regulations. 

• Whether prescribed reporting and enrollment procedures as they relate to the 
Agency’s retirement contract with CalPERS were followed.   

 
This review covers the period of July 1, 2010 through June 30, 2013.   
 
 

SUMMARY 
 
To accomplish the review objectives, OAS interviewed key staff members to obtain 
an understanding of the Agency’s personnel and payroll procedures, reviewed 
documents, and performed the following procedures.   
 
 Reviewed: 

o Provisions of the contract and contract amendments between the Agency 
and CalPERS 

o Correspondence files maintained at CalPERS  
o City Council minutes and City Council resolutions 
o Agency written labor policies and agreements   
o Agency salary, wage and benefit agreements including applicable resolutions  
o Agency personnel records and employee hours worked records 
o Agency payroll information including Summary Reports and CalPERS listings 
o Other documents used to specify payrate, special compensation, and 

benefits for all employees 
o Agency ordinances as necessary 
o Various other documents as necessary 

 
 Reviewed Agency payroll records and compared the records to data reported to 

CalPERS to determine whether the Agency correctly reported compensation. 
 
 Reviewed payrates reported to CalPERS and reconciled the payrates to Agency 

public salary records to determine whether base payrates reported were 
accurate, pursuant to publicly available pay schedules that identify the position 
title, payrate and time base for each position, and duly approved by the 
Agency’s governing body in accordance with requirements of applicable public 
meeting laws. 

 
 Reviewed CalPERS listing reports to determine whether the payroll reporting 

elements were reported correctly. 
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APPENDIX A-2 

 
 Reviewed the Agency’s enrollment practices for temporary and part-time 

employees to determine whether individuals met CalPERS membership 
requirements. 

 
 Reviewed the Agency’s enrollment practices for retired annuitants to determine if 

retirees were lawfully employed and reinstated when 960 hours were worked in 
a fiscal year. 

 
 Reviewed the Agency’s independent contractors to determine whether the 

individuals were either eligible or correctly excluded from CalPERS membership. 
 
 Reviewed the Agency’s affiliated entities to determine if the Agency shared 

employees with an affiliated entity and if the employees were CalPERS 
members and whether their earnings were reported by the Agency or by the 
affiliated entity.  

 
 Reviewed the Agency’s calculation and reporting of unused sick leave balances, 

if contracted to provide for additional service credits for unused sick leave. 
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