
AGENDA R@@RT~ 12: 02 

To: 
Attn: Deborah Edgerly 
From: Retirement Systems 
Date: April 20, 2004 

Office of the City Manager 

Re: RESOLUTION OF INTENTION AND ORDINANCE OF THE COUNCIL OF THE 
CITY OF OAKLAND AUTHORIZING AN AMENDMENT TO THE CONTRACT 
BETWEEN THE CITY OF OAKLAND AND THE BOARD OF 
ADMINISTRATION OF THE CALIFORNIA PUBLIC EMPLOYEES' 
RETIREMENT SYSTEM (PERS) THAT AUTHORIZES: (1) 2.7% AT AGE 55 

SWORN) EMPLOYEES WHO ARE MEMBERS OF PERS; and (2) 3.0% AT 
RETIREMENT BENEFITS FOR ALL CITY OFFICERS AND CIVILIAN (NON- 

AGE 50 RETIREMENT BENEFITS FOR EMPLOYEES WHO ARE MEMBERS 
OF THE INTERNATIONAL ASSOCIATION OF FIREFIGHTERS, LOCAL 55 

A resolution of intention and ordinance have been prepared to allow for the 
amendment of the contract between the City of Oakland and the California Public 
Employees' Retirement System (CalPERS). This amendment will provide 
miscellaneous (civilian) employees retirement benefits for under the 2.7% @ 55 
formula and sworn fire personnel with retirement benefits under the 3.0% @ 50 
formula. 

The 2.7% @ 55 retirement formula (civilian) was negotiated with SElU Local 790, 
the IFPTE Local 21, and IBEW Local 1245 employees. When the 2.7% @ 55 
retirement formula becomes effective, unrepresented and management 
employees, supervising attorneys, Council members and other elected officials 
will also be eligible for retirement benefits under the same plan. The 2.7% @ 55 
retirement benefit formula provides members, who achieve age 55, retirement 
benefits calculated at the rate of 2.7% for each year of service. Approximately 
11 1 public agencies have adopted the 2.7% @ 55 miscellaneous retirement 
benefit formula, since it was approved by CalPERS January 1, 2002. 

The 3.0% @ 50 retirement formula (fire sworn) was negotiated with the 
International Association of Firefighters, Local 55. The 3.0% @ 50 retirement 
formula for sworn police members and park rangers became effective in July of 
2003. The 3.0% @ 50 retirement benefit formula provides members who achieve 
age 50 retirement benefits calculated at the rate of 3.0% for each year of service. 
Approximately 2,611 public agencies have adopted the 3.0% @ 50 safety 
retirement benefit formula, since it became available in January 1 ,  2000. 
The initial reading of the ordinance will take place on April 20, 2004, with the 
second reading scheduled for May 18,2004. PERS requires a minimum of 20 
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days from the initial reading to the second reading of the ordinance. The contract 
amendment will take effect June 19,2004, which coincides with the beginning of 
a new payroll cycle that includes July 1, the first day of the new fiscal year. 

FISCAL IMPACT 

The proposed retirement contract amendments will allow for the implementation 
of the 2.7% @ 55 retirement formula for all permanent full-time and permanent 
part-time miscellaneous (civilian) employees, including the Port of Oakland 
employees, and extend the 3.0% @ 50 retirement formula to all International 
Association of Firefighters (Local 55) members. The City Council authorized 
additional funding for these improvements upon ratification of the respective 
labor contracts. Costs have been included in the FY 2004-05 Adopted Budget 
along with adjustments for additional employee contributions made by 
management, unrepresented, SElU Local 790, the IFPTE Local 21, and IBEW 
Local 1245 employees. 

The Port of Oakland makes its own retirement contributions toward CalPERS, 
and its participation in the 2.7% @ 55 formula has no fiscal impact on the City’s 
finances. 

KEY ISSUES AND IMPACTS 

Emolovee Rate Chanqe and Elections 
The decision to provide 2.7% @ 55 miscellaneous (civilian) and 3.0% @ 50 
sworn fire retirement benefits were previously negotiated and approved by City 
Council as detailed below: 

Section 6.1.1 of the Memorandum of Understanding between the City of 
Oakland and SElU Local 790 specifies the following: 

0 Effective July 1, 2004 the City’s contract with PERS shall be 
amended to provide 2.7% @ 55 for all represented employees 
except Correction Officers. 

Section 7.1.2 of the Agreement between the City of Oakland and IFPTE Local 
21 specifies the following: 

0 Effective July 1, 2004 the City’s contract with PERS shall be 
amended to provide 2.7% @ 55 for all represented employees 
except Correction Supervisors. 

Section 6.1.6 of the Agreement between the City of Oakland and IBEW Local 
1245 members specifies the following: 

Effective July 1, 2004 the City’s contract with PERS shall be 
amended to provide 2.7% @ 55 plan for all unit members. 
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City of Oakland miscellaneous (civilian) employees are currently receiving 
retirement benefits under the 2.0% @ 55 formula. The adoption of the resolution 
of intention and ordinance will provide improved retirement benefits under the 
2.7% @ 55 formula as mandated in the previously negotiated MOUs. 

The employee contribution rate for miscellaneous employees will increase from 
seven percent to eight percent under the 2.7% @ 55 retirement formula. 
However, this change will not increase the 3.0% retirement contribution 
negotiated with the IFPTE Local 21. SElU Local 790, management and lBEW 
Local 1245 employee unions beginning FY 2002-03/2003-04, through the end of 
the contract term. The additional 3.0% retirement contribution negotiated with the 
above unions in lieu of the business shutdown will not be impacted. CalPERS 
requires that when the employee contribution rate is increased, an election must 
be held for the impacted membership. All permanent full-time and permanent 
part-time civilian employees employed by the City and Port, who are members of 
CalPERS, are eligible to participate in the election to approve the increase in 
their contribution rate. There are approximately 3,400 civilian employees at the 
City and Port who are entitled to vote in the election. The voting will take place 
from April 21, 2004 to May 5, 2004. The results of the election must be certified 
by the City Clerks o f k e  and forwarded to CalPERS. 

Section 9.7 of the Memorandum of Understanding between the City of Oakland 
and the International Association of Firefighters, Local 55, states the following: 

Effective July 1,2004 the City agrees to amend its contract with 
the Public Employees’ Retirement System (PERS) to provide the 
3% @ 50 retirement plan for each active bargaining unit member. 

The adoption of this resolution and ordinance will additionally provide for the 
following: 

The transfer of the one remaining active member of the Oakland 
Municipal Employees’ Retirement System (OMERS). The member 
has requested to transfer to CalPERS and the OMERS board has 
affirmed the request. A transfer of employee and employer 
contributions will be made from OMERS to CalPERS. This action is 
cost neutral to the City. 

Miscellaneous and Sworn Members can purchase up to three 
years of service credit associated with their time spent in VISTA or 
the Peace Corps. The employee is responsible for the payment of 
the employee and employer share. PERS determines the actuarial 
cost of the present value of the benefit based on the amount of 
time purchased, current salary, and age demographics. This action 
is cost neutral to the City. 
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Emplover Rate Increases 

Both of the above retirement formula enhancements will result in increases to the 
employer's (i.e., City's) rate paid to CalPERS for the Miscellaneous (i.e., civilian) 
and Public Safety (i.e., sworn, including Police and Fire) plans. CalPERS 
requires that the following information be disclosed with regard to these plan 
amendments: 

2.7% @ 55 Miscellaneous Employees (City and Port): 

1. Change in the present value of benefits 
2. Change in the accrued liability 
3. Increase in the total employer rate 7.667% 

$1 56.1 0 1,833 
$1 10,579,396 

3.0% @ 50 (Fire) Safety Plan: 

1. Change in the present value of benefits $ 12,440,441 
2. Change in the accrued liability $ 10,465,957 
3. Increase in the total employer rate 1.065'/0 

The above disclosure presents a change in actuarial assumptions relating to the 
liabilities and incremental changes in the City's contributions from the previous 
FY 2004-05 employer rates released by CalPERS. The incremental difference in 
employer contributions is 7.667% for civilian and 1.065% for the safety plan. 
These incremental changes represent, in essence, the cost of the above plan 
improvement. These changes will result in additional City costs; however, these 
cost increases have already been included in the FY 2004-05 Adopted Budget. 

SUSTAINABLE OPPORTUNITIES 
There are no sustainable opportunities or impacts associated with the approval of 
this resolution and ordinance. 

DISABILITY AND SENIOR CITIZEN ACCESS 
There is no impact on residents with disabilities and/or senior citizens relative to 
accessibility. 

RECOMMENDATION AND RATIONALE 
The City of Oakland has negotiated the change of benefits for local 
miscellaneous members and sworn safety members. The approval of the 
resolution of intention and ordinance will allow for the timely contract amendment 
of the 2.7% @ 55 miscellaneous employees (civilian) and 3.0% @ 50 fire sworn 
retirement benefits by June 19,2004. Staff recommends that Council approve 
June 19,2004 as the effective date of the contract amendments and approve the 
resolution of intention and ordinance. 
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ACTION REQUESTED OF COUNCIL 
Staff recommends that the City Council approve this resolution and ordinance. 

Respectfully n submitted, 

&kdfLL, JL. 
alter L ohnson,'Sr., Director 

Ret i rednt Systems 

Brown, Assistant Director 

&?ice M e W M a n a g e r  
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