
















Notes:  This chart is a comparison of projected revenue and expenditures over five‐years.  Revenue growth is based on year‐end actuals and revenues forecasted 
per the FY2012‐13 4th Quarter Revenue and Expenditure Report.  Projected expenditure growth is based on budgeted expenditures per the Adopted Biennial FY2013‐15 
 Policy Budget and projected expenditures. This data does not account for a potential decrease in FY 2017‐18 police retirement expenditures as a result of State pension 
law reform.        
[1] Fund Balances are utilized in fiscal years 2013‐14 ($17M) and 2014‐15 ($13M) to balance the budget but these revenues are projected to not be available in future
fiscal years.
[2] "Other Taxes" includes the following revenue sources: Gas Tax, Business License Tax, Utility Consumption Tax, Real Estate Transfer Tax, Transient Occupancy Tax, 
and Parking Tax.
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Notes:  This chart is a comparison of projected revenue and expenditures over five‐years.  Revenue growth is based on year‐end actuals and revenues forecasted 
per the FY2012‐13 4th Quarter Revenue and Expenditure Report.  Projected expenditure growth is based on budgeted expenditures per the Adopted Biennial 
FY2013‐15 Policy Budget and projected expenditures. This data does not account for a potential decrease in FY 2017‐18 police retirement expenditures as a result of
 State pension law reform.        
Revenues have been adjusted for the 25% set‐aside of redevelopment dissolution funds for the Affordable Housing Trust Fund (Ordinance #13193) and assumes no
revenues for the Wildfire Prevention District for FY2015‐16, FY2016‐17, FY2017‐18 due to non‐passage in November 2013 and expenditure of all remaining fund 
balances.
[1] Fund Balances are utilized in fiscal years 2013‐14 ($85M) and 2014‐15 ($70M) to balance the budget but these revenues are projected to not be available in future
fiscal years.
[2] "Other Taxes" includes the following revenue sources: Gas Tax, Business License Tax, Utility Consumption Tax, Real Estate Transfer Tax, Transient Occupancy Tax, 
and Parking Tax.
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Category FY13-14 FY14-15 FY15-16 FY16-17 FY17-18

Property Tax 143,208,460$           149,131,532$           152,518,213$           158,618,942$           164,963,699$           
Sales Tax 48,780,000$             50,216,000$             51,722,480$             53,274,155$             54,872,379$             
Other Taxes 176,795,000$           180,619,000$           188,784,600$           195,191,539$           201,860,787$           
Non-Tax Revenue 70,780,122$             78,588,610$             73,306,009$             74,037,756$             74,784,138$             
Fund Balance Transfers 17,456,277$             12,968,307$             -$                          -$                          -$                          
Total Revenues 457,019,858$           471,523,449$           466,331,302$           481,122,391$           496,481,003$           

Salaries 198,030,155$           213,933,211$           224,877,488$           234,165,554$           242,677,946$           
Medical Benefits 40,784,889$             45,487,927$             49,126,961$             53,057,118$             58,074,152$             
Other Fringe Benefits 22,059,897$             24,975,973$             26,974,051$             29,131,975$             31,883,569$             
Retirement 53,422,971$             59,390,349$             67,605,037$             74,777,577$             82,062,665$             
O&M 73,044,371$             64,618,218$             66,256,052$             67,581,173$             68,932,797$             
Capital 805,000$                  -$                          500,000$                  500,000$                  500,000$                  
Debt, Transfers, Other 64,806,163$             57,738,570$             57,365,395$             56,885,529$             56,409,735$             
Pay Down Liabilities 534,500$                  -$                          10,000,000$             10,000,000$             24,239,438$             
Deferred - Capital -$                          -$                          74,090,000$             74,090,000$             74,090,000$             
Deferred - Liabilities -$                          -$                          32,244,399$             33,580,297$             34,859,939$             
Total Expenditures 453,487,946$           466,144,248$          609,039,384$          633,769,223$          673,730,240$          
Differences: 3,531,912$              5,379,201$              (142,708,082)$         (152,646,832)$         (177,249,237)$         

Five-Year General Purpose Fund Revenue and Expenditure Forecast

Expenditures

Revenues

ATTACHMENT C



Category FY13-14 FY14-15 FY15-16 FY16-17 FY17-18

Property Tax 146,756,312$           153,646,312$           156,354,058$           162,608,220$           169,112,549$           
Sales Tax 59,536,472$             61,255,126$             63,092,780$             64,985,563$             66,935,130$             
Special Taxes 111,328,464$           112,240,359$           111,841,632$           114,078,465$           116,360,034$           
Other Taxes 193,504,982$           197,485,382$           205,987,478$           212,742,193$           219,770,882$           
Non-Tax Revenue 235,227,938$           246,378,694$           233,844,564$           236,996,495$           240,211,464$           
Grants 61,499,051$             65,565,704$             65,565,704$             65,565,704$             65,565,704$             
Transfers /ISFs 207,916,831$           202,040,148$           202,040,148$           202,040,148$           202,040,148$           
Fund Balance Transfers 85,220,726$             69,783,624$             -$                          -$                          -$                          
Total Revenues 1,100,990,776$        1,108,395,349$        1,038,726,363$        1,059,016,787$        1,079,995,911$        

Salaries 315,626,050$           332,840,549$           349,593,315$           364,449,584$           377,573,736$           
Medical Benefits 69,733,661$             76,056,137$             82,093,406$             88,658,758$             97,079,900$             
Other Fringe Benefits 31,078,857$             34,423,400$             37,163,953$             40,136,471$             43,941,823$             
Retirement 81,931,182$             89,519,189$             101,551,434$           112,607,092$           123,679,030$           
O&M 237,882,141$           231,739,160$           236,678,181$           241,407,419$           246,231,337$           
Capital 27,524,939$             28,290,419$             29,290,419$             29,290,419$             29,290,419$             
Debt, Transfers, Other 329,944,141$           303,525,079$           284,356,996$           283,083,055$           277,914,947$           
Pay Down Liabilities 534,500$                  -$                          10,000,000$             10,000,000$             24,239,438$             
Deferred - Capital -$                          -$                          110,200,000$           110,200,000$           110,200,000$           
Deferred - Liabilities -$                          -$                          39,278,161$             40,644,850$             41,931,541$             
Total Expenditures 1,094,255,471$        1,096,393,933$        1,280,205,865$        1,320,477,649$        1,372,082,172$        
Differences: 6,735,305$               12,001,416$             (241,479,501)$          (261,460,861)$          (292,086,261)$          

Revenues

Expenditures

All City Funds

ATTACHMENT D
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FY Ended Accrued Liability 

Unfunded 

Liability

Annual OPEB 

Cost

Employer 

Contribution

Net OPEB 

Obligation

2013 $553,530,074 $553,530,074 $46,291,501 $17,622,496 $215,252,287  
 

More detail regarding the City’s pension plans and OPEB is provided below. 

  

THE POLICE AND FIRE RETIREMENT SYSTEM DEBT OBLIGATIONS 

 

Plan Accrued Liability Assets

Unfunded 

Liability Funded Ratio

Employer 

Rate
(1)

Employer 

Contribution
(1)

Valuation 

Date

PFRS $640,908,000 $437,219,000 $203,689,000 68.20% N/A $0 (2) 7/1/2012  
______ 
(1) Rates and Employer Contribution is for Fiscal Year 2013-2014  
(2) FY 2013-14 contribution is zero based on the funding agreement between the City and PFRS.  As part of this agreement, $210 million in 

pension obligation proceeds was deposited into the PFRS trust in late July 2012 and the City is not required to contribute during the prepayment 

period (7/1/2012 – 6/30/2017). 

The Police and Fire Retirement System (“PFRS System”) is a closed pension system that 

provides pension, disability and beneficiary payments to retired Police and Fire sworn officers 

hired prior to July 1, 1976.  As of July 1, 2012, PFRS covered one active employee and 1,082 

retired employees and/or their beneficiaries.  An actuarial valuation of PFRS is conducted at 

least every two years; the most recent valuation was based on data as of July 1, 2012.  The City 

deposited $210 million in pension obligation proceeds into PFRS late July 2012 as part of the 

funding agreement between the City and PFRS (see “2012 Pension Obligation Bonds” section 

below).  As of the July 1, 2012 actuarial report, The Actuarial Value of Plan Assets for PFRS 

was $437.2 million with an unfunded Actuarial Liability of $640.9 million, resulting in a funding 

ratio of 68.2%, which is the ratio of the plan's assets to its liabilities.  

 

By making the one-time deposit to PFRS, the City will not be required to make any further 

periodic payments to PFRS through June 30, 2017.  However, for comparison purposes and to 

track the impact of the 2012 POBs, the table below present the results of the contribution of the 

2012 POBs when compared to if no contribution were made.  The depositing of $210 million to 

PFRS increased the asset value which decreased the unfunded liability thus increasing the funded 

ratio.  As a result, the employer annual contribution and contribution rate decreased from $37.7 

million to $20.3 million and from 31.5% to 16.9% respectively for FY 2013-14 as shown in table 

below.  
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 FY 2013/14 

Without POB 

FY 2013-14 

With POB 

Actuarial Liability $640,908 $640,908 

Actuarial Value Asset 253,989 437,219 

Unfunded Liability 386,919 203,689 

Funding Ratio  39.6%  68.2% 

Annual Employer Contribution 37,677 20,270 

Contribution Rate (% of payroll)  31.5%  16.9% 

2012 Pension Obligations Bonds 

 

On July 30, 2012, the City issued Taxable Pension Obligation Bonds, Series 2012 (“2012 

POBs”) of approximately $212.5 million to fund  (1) a portion of the current balance of the 

City’s unfunded actuarial accrued liability (“UAAL”) for retirement benefits for the members of 

PFRS and (2) a lump-sum payment in the amount of $210,000,000 to PRFS, which equals the 

present value of the payments the City would otherwise be required to make to amortize the 

current balance of the City’s UAAL through June 30, 2017.  As a result, the City will not be 

required to make any further periodic payments to the Retirement System through June 30, 2017, 

thereby providing temporary relief to the City’s general fund. 

 

By issuing the 2012 POBs and making a one-time deposit of approximately $210 million, the 

City reduced the PFRS’ UAAL from $426.8 million to $216.8 million and increased the funded 

ratio from 37.5% to an estimated ratio of 68.3%, thus reducing the City’s annual required 

contribution.  Additionally, pre-funding some of the long-term liability will enable the fund the 

opportunity to generate greater returns and will thereby further reduce the City’s UAAL over the 

long-term. 

 

In fiscal year 2012, the general fund paid approximately $46.5 million to PFRS for pension, 

disability and beneficiary payments and would have continued to pay a net estimate of $30 

million for fiscal year 2013 if the City did not issue the 2012 POBs.  Given the current economic 

environment and the City’s need to maintain a balanced budget, the General Fund would not 

support the payments to PFRS without major reductions to core services.   

 

Most importantly, the 2012 POBs allow the City to structure the payment obligations for PFRS 

with the available dedicated revenue sources for PFRS, thus mitigating the fiscal impact on the 

City’s general fund.  PFRS has a dedicated revenue source, the Tax Override Revenues (TOR), 

in which Oakland property owners are assessed a special tax to fund PFRS obligations.  The 

TOR is outside of the General Fund and is pledged to the bonds, unlike other pension obligation 

bond structures which generally do not have a dedicated revenue source to fund the debt 

payments.  The 2012 POBs are structured to match the available TOR with the PFRS 

obligations, through maturity (2026).  
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2001 Pension Obligations Bonds 

 
On October 17, 2001, the City issued $195.6 million of Taxable Pension Obligation Bonds 

(“2001 POBs”).  The 2001 POBs refunded the 1997 POBs in order to reduce average annual debt 

service payments to a level at or below the anticipated Tax Override Revenues received by the 

City and to minimize the need for the City to use other revenues beside the Tax Override 

Revenues to pay for such debt service. It was restructured in a manner which extended the final 

maturity date from 2010 to 2023, resulting in reducing the annual debt service payments for the 

City.  Given that in some past years the tax override revenue exceeded the debt service 

obligation due to the restructuring, resulted in excess tax override revenue of approximately 

$67.5 million. 

 

Series 2008 Bonds 

 

The 2008 Bonds were issued to refund and defease all of the outstanding JPFA’s Refunding 

Revenue Bonds, 2005 Series A and B, which refunded the outstanding Lease Revenue Bonds, 

1998 Series A that refunded the original bonds, Special Refunding Revenue Bonds, (Pension 

Financing) 1988 Series A, which was issued by the City to fund a portion of the City’s obligation 

under its Charter to make payments to its PFRS System in order to fund retirement benefits 

accruing to the members of the PFRS System. 

 

To support funding the PFRS System, in 1976 Oakland voters approved a property tax add-on 

(“Tax Override”) known as Measure R. The 1985 State legislation limited the Tax Override rate 

to 0.1575%, and the City has levied the 0.1575% rate since 1983. On June 7, 1988, the voters of 

the City adopted Measure O (the “Measure O”) by a 71% vote extending the period for 

amortizing the unfunded liability by 10 years, to 2026, as described in Resolution No. 65264.  

Funding for the debt service of the pension bonds are allowed under Measure R and Measure O.   

In addition, the City purchased an annuity with New York Life (the “Annuity”) in 1985 to be 

used to pay a portion of the City’s obligation to PFRS retiree.  Currently, the Tax Override and 

the Annuity are used to pay debt service on PFRS related bonds as shown in the table 1.  The 

debt service on PFRS related bonds are structured in a manner that they could be fully 

covered from the tax override revenues as shown in the table 2 and table 3.  Please note that a 

conservative growth rate assumption of 2% is used for the tax override revenue in table 2.  In 

comparison, the City experienced a historical average growth of 5.69% the last 25 years, which 

is used in table 3.  Also, shown in the chart below is the tax override revenue at 2% (solid line) 

and 5.69% (dotted line). 
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Summary of PFRS Debt Obligations  
Table 1 

 

Issue Name Issue Date

Final Maturity 

Date

Original Par 

Amount

Outstanding Par 

Amount Interest Rate

Taxable POBs Series 2001 10/17/2001 12/15/2022 $195,636,449 $174,776,566 6.09% - 6.89%

Taxable POBs Series 2012 7/12/2012 12/15/2025 212,540,000          212,540,000       2.37% - 4.68%

Tax-Exempt Series 2008A-1 4/16/2008 1/1/2017 107,630,000          64,865,000         3.00% - 5.25%

Taxable Series 2008A-2 4/16/2008 1/1/2014 20,330,000            10,285,000         3.45% - 4.69%  
 
 
 

PFRS Debt Service  
TOR(1) at 2% Growth 

Table 2 

Fiscal Year 

(June 30)

Taxable POBs 

Series 2001

Taxable POBs 

Series 2012

Tax-Exempt 

Series 2008A-1

Taxable Series 

2008A-2

Total Outstanding 

Debt Service

Total Revenues 

(2.00% Growth) Excess TOR

2013 $39,555,000 $7,841,067 $14,697,750 $5,532,247 $67,626,064 $68,648,071 $1,022,007

2014 40,765,000         8,961,220                14,820,750        5,470,053                70,017,023              72,726,530           2,709,508                

2015 42,010,000         8,961,220                14,935,550        65,906,770              73,429,550           7,522,780                

2016 43,285,000         8,961,220                15,073,350        67,319,570              74,162,942           6,843,372                

2017 44,590,000         8,961,220                15,095,950        68,647,170              74,932,831           6,285,661                

2018 45,925,000         18,511,496              64,436,496              75,744,633           11,308,137              

2019 47,295,000         18,413,458              65,708,458              76,603,334           10,894,876              

2020 48,700,000         18,326,222              67,026,222              77,512,816           10,486,594              

2021 50,140,000         18,241,900              68,381,900              78,475,754           10,093,854              

2022 51,620,000         18,140,385              69,760,385              79,494,119           9,733,734                

2023 53,130,000         17,894,170              71,024,170              80,569,096           9,544,926                

2024 53,273,555              53,273,555              81,701,148           28,427,593              

2025 54,079,805              54,079,805              82,890,115           28,810,310              

2026 54,858,285              54,858,285              84,135,415           29,277,130              

Total $507,015,000 $315,425,223 $74,623,350 $11,002,300 $908,065,873 $1,081,026,352 $172,960,480  

 
(1)

 Tax Override Revenues (TOR) 
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PFRS Debt Service  
TOR(1) at 5.69% Growth (historical 25 year average) 

Table 3 
 

Fiscal Year 

(June 30)

Taxable POBs 

Series 2001

Taxable POBs 

Series 2012

Tax-Exempt 

Series 2008A-1

Taxable Series 

2008A-2

Total Outstanding 

Debt Service

Total Revenues 

(5.69% Growth) Excess TOR

2013 $39,555,000 $7,841,067 $14,697,750 $5,532,247 $67,626,064 $70,906,310 $3,280,246

2014 40,765,000         8,961,220                14,820,750        5,470,053                70,017,023              77,416,667           7,399,644                

2015 42,010,000         8,961,220                14,935,550        65,906,770              80,736,026           14,829,256              

2016 43,285,000         8,961,220                15,073,350        67,319,570              84,281,618           16,962,048              

2017 44,590,000         8,961,220                15,095,950        68,647,170              88,071,650           19,424,480              

2018 45,925,000         18,511,496              64,436,496              92,124,329           27,687,833              

2019 47,295,000         18,413,458              65,708,458              96,458,179           30,749,721              

2020 48,700,000         18,326,222              67,026,222              101,091,408         34,065,186              

2021 50,140,000         18,241,900              68,381,900              106,041,854         37,659,954              

2022 51,620,000         18,140,385              69,760,385              111,327,534         41,567,149              

2023 53,130,000         17,894,170              71,024,170              116,966,613         45,942,443              

2024 53,273,555              53,273,555              122,977,520         69,703,965              

2025 54,079,805              54,079,805              129,379,105         75,299,300              

2026 54,858,285              54,858,285              136,190,902         81,332,617              

Total $507,015,000 $315,425,223 $74,623,350 $11,002,300 $908,065,873 $1,413,969,715 $505,903,843  
 
(1)

 Tax Override Revenues (TOR) 
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TOR(1) Sufficiently Covers All PFRS Obligations 

(TOR(1) Projected at 2% and 5.69% Growth) 
Chart 1 
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(1)

 Tax Override Revenues (TOR) 

 
As depicted in the table and chart above, two of the PFRS-related debt obligations will mature in 

2013-14 and 2017-18 (i.e., 2008 JPFA Refunding Bonds, Series A-1 and Series A-2). Also, 

beginning in FY 2015-16 general fund related debt will mature (i.e., Convention Center and 

Master Leases).   As a result, the City will realize savings from these debt maturities (2015 to 

2018). Therefore, after the prepayment period ends for 2012 POBs (June 30, 2017), the City is in 

a better position to support the annual contribution to PFRS with additional general fund 

contributions due to the declining debt service.  In addition, the City will appropriate $10M in 

FY 2015-16 and an additional $10M in FY 2016-17 to a reserve for unfunded pension and OPEB 

liabilities, as directed by City Council. 
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OAKLAND MUNICIPAL EMPLOYEES RETIREMENT SYSTEM (OMERS) 

 

Plan Accrued Liability Assets

Unfunded 

Liability Funded Ratio

Employer 

Rate(1)

Employer 

Contribution(1)
Valuation 

Date

OMERS $3,630,000 $4,448,000 ($818,000) 122.50% N/A $0 7/1/2012

______ 
(1) Rates and Employer Contribution is for Fiscal Year 2013-2014  

 

Oakland Municipal Employees Retirement System (“OMERS”) is the second closed pension 

system, which covers active non-uniformed employees hired prior to September 1, 1970 who 

have not transferred to CalPERS.  The program covers no active employees and 28 retired 

employees as of July 1, 2012.  OMERS is administered by a seven-member Board of 

Administration.  An actuarial valuation of OMERS is conducted every three years; the most 

recent complete valuation was for the period ended July 1, 2012 prepared by Bartel Associates, 

LLC.  Significant actuarial assumptions used to compute the contribution requirement include a 

6.25% investment rate of return, inflation rate of 3.25%, future benefit increase of 3% and 

mortality rates.  Based on the actuarial report, the plan is overfunded (122.5%) with an actuarial 

value of plan assets of $4.4 million and actuarial liabilities of $3.6 million. 

As part of the actuarial valuation, Bartel did an actuarial experience study of OMERS fund 

which resulted in the following assumption changes for the July 1, 2012 actuarial valuation. 

 Lowering  the discount rate from 6.50% to 6.25% 

 Decrease in the assumed rate of increase in administrative expense from 3.5% to 3.375% 

 Adjust the COLA benefit  

 Update data on eligible spouses resulted in removal of 3 spouses from valuation data 
 

Along with the changes mentioned above, higher than expected investment returns averaging 

12.7% per year, lower administrative charges than anticipated, and a greater number of deaths 

with fewer surviving spouses than anticipated increased the funded ratio from 86.4% to 122.5% 

and resulted in no contribution for FY 2013-14.   

Alternative Funding Option for OMERS   

The cost to administer OMERS continues to rise relative to the amount of monthly benefits being 

disbursed to retirees, so OMERS Board decided to hire Dietrich & Associate, Inc. as the annuity 

service provider to educate and discuss the potential of transferring the plan liability to a more 

cost-effective structure utilizing group annuity contracts. 

The OMERS Board is exploring the option of group annuity contracts in place of the current 

administrative and third party services being provided, including the investment managers, 

consultant, and actuarial services. 

Group annuity contracts allow for the complete transfer of pension risk away from the plan 

sponsor, in this case the City of Oakland, to a third party insurance provider. The annuity 

provider then assumes 100% of the liability of administering plan benefits to plan participants for 
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the life of their retirement. All benefits currently offered to OMERS retirees would be continued 

under the group annuity contract. The Group Annuity provides the following benefits: 

 

 Fully transfers risk, including investment, longevity and benefit option risk 

 Completely assumes administrative, actuarial, consulting and investment management 

expenses 

 Removes the pension liability from the City of Oakland balance sheet 

The cost of funding a group annuity is a one-time charge of approximately 10% of the market 

value of the plan assets at the time of funding.  It is important to note that this is a one-time 

charge and alleviates the City from incurring additional expenses in the future years. 

There is counterparty risk associated with the annuity structure that needs to be considered.  In 

general, OMERS retirees would have little to no recourse in the event that the insurance provider 

was to become insolvent.  This area needs to be explored by the OMERS Board and its legal 

counsel.   
 

CALIFORNIA PUBLIC EMPLOYEES RETIREMENT SYSTEM (CalPERS) 

 

Plan Accrued Liability Assets

Unfunded 

Liability Funded Ratio

Employer 

Rate(1)

Employer 

Contribution(1)
Valuation 

Date

PERS--Public Safety 1,398,098,675 1,080,138,724 317,959,951 77.30% 35.15% 45,671,030 7/1/2012

PERS--Miscellaneous 2,080,205,749 1,655,997,001 424,208,748 79.60% 30.16% 60,825,829 7/1/2012  

______ 
(1) Rates and Employer Contribution is for Fiscal Year 2014-2015  

 

California Public Employees Retirement System (“CalPERS”) is a defined-benefit plan 

administered by the State and covers all uniformed employees hired after June 30, 1976 and all 

non-uniformed employees hired after September 1, 1970 as well as certain former members of 

PFRS and OMERS.  CalPERS acts as a common investment and administrative agent for public 

entities participating with the State of California.  CalPERS is a contributory plan deriving funds 

from employee contributions as well as employer contributions and earnings from investments.  

A menu of benefit provisions is established by State statutes within the Public Employees’ 

Retirement Law.  The City selects its optional benefit provisions, subject to collective bargaining 

with the City’s employee labor groups, from the benefit menu by contract with CalPERS.   

CalPERS recently made changes to its new smoothing and amortization policy that was 

approved on April 17, 2013. Under the new smoothing and amortization policy changes as 

provided in CalPERS circular letter dated April 26, 2013, investment gains and losses would be 

recognized over a fixed 30-year period with the increases or decreased in the rate spread directly 

over a 5-year period. According to CalPERS, this action will result in an increase in employer 

rates in the near term but lower contributions rates in the long term. The smoothing will increase 

the employer rate volatility in normal years but a much-reduced chance of very large rate 

increase in extreme years if there was a large investment loss. In addition, the adoption of this 

new amortization and smoothing method will improve funding levels, which would reduce the 
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funding level risk and ultimately achieve a fully funded status for its plans in thirty years. The 

adopted policy changes intend to protect the beneficiaries and reduce the long-term cost of 

benefits for all. This new change will be implemented in the June 30, 2013 actuarial valuations. 

Based on updated data, the cost will increase by 21% in FY 2013-14 and an additional 8.6% is 

projected to increase in FY 2014-15, respectively. The table below provides the detail of the City’s 

employer contribution rates and projected annual costs based on the FY 2013-15 Proposed Policy 

Budget and CalPERS’ new smoothing and amortization policy changes, as well as historical rates 

and costs. 

 MISCELLANEOUS FIRE POLICE  

 

Annual Cost Rate Annual Cost Rate
(3)

 Annual Cost Rate
(3)

 

Total  

Annual Cost 

2008-2009 41,909,512.12 19.550 14,799,733.04 27.090 35,228,553.86 27.090 91,937,799.02 

2009-2010 28,609,780.59 19.590 14,450,896.34 27.448 34,554,042.38 27.448 77,614,719.31 

2010-2011 23,436,093.61 19.890 14,175,460.08 27.682 30,221,552.26 27.682 67,833,105.95 

2011-2012 31,440,003.39 23.604 13,113,234.90 28.561 21,058,342.21 28.561 65,611,580.50 

2012-2013 32,393,751.60  

 

24.248
(4)

 12,053,557.32  

 

26.479
(5)

 22,023,820.86  

 

30.479
(6)

 66,471,129.78  
 
 

2013-2014
(1)(7)

 41,076,011.00 27.300 15,960,302.00 28.857 23,397,368.00 32.857 80,433,681.00 

2014-2015
(1)(7)

 43,525,191.00 30.159 18,128,464.00

,235,550.07 

30.589 25,717,197.00

27,060,916.18 

34.589 87,370,852.00 

2015-2016
(2)(8)

 47,508,102.00 31.200 19,380,749.00 

 

53,902,562.48  

 

57,301,823.18  

 

60,701,083.88 

32.510 28,563,822.00 36.510 95,452,673.00 

2016-2017
(2)(8)

 50,705,762.00 33.300 20,632,658.00 34.610 30,206,770.00 38.610 101,545,191.00 

2017-2018
(2)(8)

 53,903,426.00 35.400 21,884,568.00 36.710 31,849,718.00 40.710 107,637,709.00 

2018-2019
(2)(8)

 57,101,084.00 37.500 23,136,477.00 38.810 33,492,666.00 42.810 113,730,227.00 

2019-2020
(2)(8)

 60,298,745.00 39.600 24,388,386.00 40.910 35,135,614.00 44.910 119,822,745.00 

_____ 
(1) Projections 
(2) Covered Payroll is based on FY 2014-2015. 
(3) Net of Port’s payment (approximately 0.489%) 
(4) Miscellaneous rate changed on PPE 03/01/2012 from 25.115% to 24.248% 
(5)Police rate change from 29.064% to 30.479% on 8/31/12 
(6) Fire rate changed from 29.064% to 26.479% on 8/31/12 
(7)computed on baseline payroll, projected as of April 12, 2013 
(8)Projections based on CalPERS new policy change date April 26, 2013 circular letter 
Note: total may not add up due to rounding 

 

Tier Pension Plans 

In order to address the growing concerns of the unfunded liability in PERS, the City successfully 

negotiated with all labor unions for a two-tiered system and implemented the two-tiered pension 

plans in July 2011.  The City approved two-tiered pension plans for all labor unions, one benefit 

plan for existing employees (classic member), and a less expensive plan for new employees hired 

after June 9, 2011 to reduce the City’s costs overtime. The two-tiered pension plans were 

approved through collective bargaining agreements between the City and labor organizations 

representing Miscellaneous and Safety employees. The City implemented the two-tiered pension 

plan for the Safety group on February 9, 2012, pursuant to Ordinance No. 13106 C.M.S., and on 

June 8, 2012 for the Miscellaneous Group, pursuant to Ordinance No. 13119 C.M.S. The level of 

benefits under the second tier is described in Table 1 below.      
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In September 2012, Governor Brown signed Assembly Bill 340, known as PEPRA, which 

reforms all state and local public retirement systems and their participating employers with the 

exception of charter cities or counties that operate an independent retirement system (not 

governed by the 37 Act) that took effect on and after January 1, 2013.  PEPRA limits the pension 

benefits offered to new employees and increases flexibility for employee and employer cost 

sharing for current employees. The most significant savings will be realized only as new 

members are hired in the future, short-term savings will be minimal.  Table 1 below 

provides information on the amount of benefits for Tier Three. The only mechanism to realize 

greater short-term savings is through greater employee cost sharing, subject to collective 

bargaining with the City’s employee labor bargaining groups.  

The table below summarizes the key differences in the three tiers of the PERS pension plan the 

City participates in. 

 
Table 1 

Tier Pension Plans 

Employee 

Organization 

Tier One 

(Classic Members) 

Tier Two 

(New Hires as of June 9, 2012) 

Tier Three: AB 340 

(January 1, 2013) 

Safety Receive 3% at age 50 
Pension benefits are based on 
the one year of highest salary 

Receive 3% at age 55  
Pension benefits are based on 
the final average salary of 3 
years under the Government 
Code 20037 

Basic: 2% at age 57 
Option 1: 2.5% at age 57 
Option 2: 2.7% at age 57 
Pension benefits are 
based on the final average 
salary of 3 years subject 
to established cap 

Miscellaneous Receive 2.7% at age 55  

Final compensation is based 

on the twelve (12) highest 

paid consecutive months. 

Receive 2.5% at 55  
Final compensation is based 
on the highest average annual 
compensation of the three 
consecutive years 

2% at age 62 
Pension benefits are 
based on the final average 
salary of 3 years subject 
to established cap 

 
Additional information on PEPRA can be found at the Official California Legislative 

Information website: http://www.leginfo.ca.gov/. 

 

 

POST-EMPLOYMENT BENEFITS OTHER THAN PENSION (OPEB) 
 

The City pays the partial costs of health insurance premiums for certain classes of retirees from 

City employment.  Retirees meeting certain requirements relating to age and years of service are 

eligible for health benefits.  The health benefits are extended to retirees pursuant to labor 

agreements between the City and certain of its employee labor unions and in resolutions adopted 

by the City.  Approximately $16.8 million was paid on behalf of retirees under these programs 

for the year ended June 30, 2012. 

http://www.leginfo.ca.gov/
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The City implemented Governmental Accounting Standard Board (“GASB 45”) in fiscal year 

2008, which addresses how state and local governments should account for and report the annual 

Post-Employment Benefits Other than Pensions (“OPEB”) cost.  GASB 45 generally requires 

that employers account for and report the annual cost of OPEB and the outstanding obligations 

and commitments related to OPEB in essentially the same manner as they currently do for 

pensions.  As of July 1, 2012, the Actuarial Accrued Liability (the “AAL”), which is equal to 

that portion of the Actuarial Present Value of Benefits deemed to have been earned to date, was 

$553.5 million.   

Based on the most recent actuarial report prepared by Aon Hewitt as of July 1, 2012, assuming 

4.00% interest earnings, the City’s projected net OPEB obligation (defined, in terms of balance 

sheet liability, as the cumulative difference between the annual OPEB cost, on an actuarial basis, 

and the City’s actual contribution to the OPEB plan since 2008) will be approximately $215.3 

million.  Currently, the City is funding OPEB on a pay-as-you-go basis and anticipates paying 

approximately $17.6 million for Fiscal Year 2013-14 as shown in the table below.   

FY Ended Accrued Liability 

Unfunded 

Liability

Annual OPEB 

Cost

Employer 

Contribution

Net OPEB 

Obligation

2009 $591,575,250 $591,575,250 $54,564,000 $12,474,000 $85,758,000 

2010 $591,575,250 $591,575,250 $54,495,000 $14,016,000 $126,237,000 

2011 $520,882,498 $520,882,498 $46,451,000 $15,710,000 $156,978,000 

2012 $520,882,498 $520,882,498 $46,401,000 $16,795,999 $186,583,000 

2013 $553,530,074 $553,530,074 $46,291,501 $17,622,496 $215,252,287  
 
 
For questions please contact Katano Kasaine, Treasurer, at (510) 238-2989. 

 

  

  Respectfully submitted, 

 

     

                  /s/ 

 KATANO KASAINE 

 Treasurer, Treasury Division 
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