
PROPOSED CHARTER AMENDMENT 

ELECTION OF THE CITY OF OAKLAND TO EXEMPT 

THE POLICE AND FIRE RETIREMENT SYSTEM PENSION 

PLAN FROM THE ANNUAL PENSION BENEFIT LIMITS OF 


UNITED STATES INTERNAL REVENUE CODE SECTION 415 

THEREBY MAINTAINING THE CURRENT TAX TREATMENT 


OF SUCH PLAN MEMBERS' PENSION BENEFITS 


FULL TEXT OF MEASURE 0 

The proposed chaner amendment reads as follows: 
City Chaner Article XXVI to be amended by adding Section 2608(j) and Section 2610(d) and a new Section 2620 

that shall provide the following: 

Section 2608(j) 
(j) 	The retirement allowances payable pursuant to this section are subject to tbe limitations provided by Section 

2620. This subsection shall be null and void and without further effect should the United States Internal 
Revenue Code Section 415 be amended to exempt municipal pension plans from tbe stated benefit limitations. 

Section 261O(d) 
(d) The retirement allowances payable pursuant to this section are subject to the limitations provided by Section 

2620. This subsection shall be null and void and without further effect should the United States Internal 
Revenue Code Section 415 be amended to exempt municipal pension plans from the stated benefit limitations. 

Section 2620. 
EXEMPTION FROM REQUIREMENTS OF UNITED STATFS INTERNAL REVENUE CODE 
SECTlON41S 

This section effects an election as authorized under the provisions of Section 415 of the United States Internal 
Revenue Code to exempt members of the System from the annual pension benefit limitations of United States 
Internal Revenue Code Section 415. 


Notwithstanding any other statute or section of this Charter, tbe retirement allowance payable to any member of the 

System shall be subject to the greater of the following limitations as provided by United States Internal Revenue 

Code Section 415(b). subdivision (10): 


(1) The limitations set forth in Section 415 of the United States Internal Revenue Code of 1986; or 

(2) 	The accrued benefit of the plan member (determined without regard to any amendment to the System after 
. October 14, 1987). . 

If any of the provisions of United States Internal Revenue Code Section 415 should be repealed, the provisions of 
this section shall be deemed repealed to the same extent. 

ELECTION OF THE CITY OF OAKLAND TO EXEMPT THE POLICE AND 

FIRE RETIREMENT SYSTEM PENSION PLAN FROM THE ANNUAL PENSION 


BENEFIT LIMITS OF UNITED STATES INTERNAL REVENUE CODE 

SECTION 415 THEREBY MAINTAINING THE CURRENT TAX TREATMENT 


OF SUCH PLAN MEMBERS' PENSION BENEFITS 


MEASURE O. Shall the Charter of the City of Oakland be amended to refiect the election of the 
Police and Fire Retirement System Board to exempt such retirement plan from the annual pension 
benefit limits of United States Internal Revenue Code Section 415 and thereby maintain the current 
tax treatment of such plan members' pension benefits? 

\ YES 

NO 
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CITY ATTORNEY'S IMPAR'rlAL ANALYSIS OF MEASURE 0 
This measure would add to Article XXVI of the Oakland City Charter a provision that will bring the Police and Fire 

Retirement System ("PFRS") into compliance with the requirements of the United States Internal Revenue Code 
("IRC") regarding benefit limits for municipal pension plans. 

The PFRS and me PFRS Board were established in 1951 when Article XXVI was added to the City's Charter. The 
PFRS provides retirement benefits for sworn members of the City'S Police and Fife Departments. The Charter vests in 
the PFRS Board the authority to administer the PFRS and the exclusive control of the administration and investment of 
PFRS' funds. The Charter specifies the benefits that the City is obligated to pay PFRS' members upon their retirement. 

PFRS' benefits are funded. by a combination of City and plan member contributions. Recent amendments to the IRC 
provide that contributions to pension plans are taxable unless the retirement plan is deemed a "qualified" pension plan. 
The employer and employee contributions to "qualified" pension plans are not taXed until retirement. 

IRC section 415 sets limits on the doUar amount of retirement benefits that members of a "qualified" pension plan can 
receive on an annual basis. If any municipal pension plan member receives retirement benefits in excess of the IRC 
section 415 limits, the pension plan can lose its "qualified" status and all members' contributions will be taxed. 

Based on the benefit formulas established by the Charter, the benefits of some PFRS' retirees could exceed the IRC 
section 415 limits. 

IRC section 415, however, permits municipal pension plans to elect to exempt employees who became plan 
participants prior to January 1, 1990 ("eligible participants") from the annuai benefit limits. IRC section 415 provides that 
the benefit limit for eligible participants of plans that make the election shall not be less than the accrued benefits of the 
plan member determined without regard to benefits added by a plan amendment after October 14, 1987. 

The PFRS closed in 1976 and no new members have been added since that date. Therefore, all PFRS members are 
eligible participants and qualify for the IRC section 415 election. 

The IRC does not specify how the election is to be made. By non-binding Internal Revenue Service Information letter 
dated August 20, 1991, the Internal Revenue Service stated that the IRC section 415 election can be made by adoption of 
a resolution, but that such resolution must promptly be reduced to a plan amendment. 

Measure 0 would amend the PFRS' pension plan to reflect the PFRS' Board's IRC section 415 election that was 
effectuated by Resolution No. 5698. 

The benefits provided to PFRS members and the current tax treatment of such benefits will not be affected by this 
measure. If this measure is not passed, and one PFRS' member's pension benefits exceed the IRC section 415 annual 
limits, the PFRS will be considered non-qualified and plan members will be taxed on the City's contributions to the plan 
and their accrued benefits. 

slJAYNE WILLIAMS 

City Attorney 


CITY AUDITOR'S FINANCIAL ANALYSIS OF MEASURE 0 
Adoption of Measure "0" will not increase the cost of City government and will neither increase nor decrease the 

benefits of the members of the Police and Fire Retirement System (PFRS). 
Background 

United States Internal Revenue Code Section 415 (Internal Revenue Code) sets annual limits on pension benefits that 
members of a qualified pension plan may receive. Contributions to and benefits provided by qualified pension plans are 
tax exempt under cttrrent tax law until retirement. 

PFRS is a qualified pension plan under the Internal Revenue Code requirements, and hence PFRS is subject to the 
limits set forth in Internal Revenue Code Section 415. Under existing formulas prescribed by the Charter to calculate 
PFRS' members' benefits, the PFRS plan may lose its qualified pension plan status because some PFRS' members' 
benefits may exceed the Internal Revenue Code Section 415 limits. 

However, Internal Revenue Code Section 415 provides an exemption for members of municipal pension plans from 
the annual pension benefit limits if such plans are amended to reflect election of such exemption. 

The purpose of Measure "0" is to amend the Charter to reflect the formal election by the PFRS Board and ensure that 
the PFRS Board's election by resolution ofPFRS' exemption from the annual contribution and benefit limits is effective. 
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Effect of Measure "0" 

The effect of Measure "0" would be to exempt the PFRS' plan from the annual contribution and benefit limits set forth 


in Internal Revenue Code Section 415, thereby maintaining the current tax treatment of the PFRS plan and pension 
benefitsofPFRS'members. 

slNORMA NG LAU 
City Auditor 

ARGUMENT IN FAVOR OF MEASURE 0 

TItis measure is proposed by the Board ofAdministration ofthe Oakland Police and Fife Retirement System (OPFRS) 
and was approved for placement on this ballot by the City Council's Finance Committee, City Council and the City 
Manager's Office. < 

Approval of this measure is to amend the Charter to relIect the formal election by the OPFRS Board and ensure that 
OPFRS Board's election by resolution of exemption from the annual contribution and benefit limits is effective. 

Approval of this measure will have no financial impact. 

slCLEM DANIELS 
Board Member 

slHORACE A. COHN 
Former Board Member 

slMAYNARD BROWN 
Retired Battalion Chief 

No argument submitted against Measure O. 

PROPOSED CHARTER AMENDMENT 


PAYMENT OF ADMINISTRATIVE COSTS OF THE 

POLICE AND FIRE RETIREMENT SYSTEM ("PFRS")


FROM THE PFRS FUND 


FULL TEXT OF MEASURE P 


The proposed charter amendment reads as follows: 
Oty Charter Section 2601(d) to be amended as follows: 

(d) The Board shall make an annual estimate of the cost of administering the Retirement System and shall transmit 
the same to the City Manager at such time as he may direct. The amount necessary for the administration ofthe 
System shall be paid out of the Police and Fife Retirement Fund. 

PAYMENT OF ADMINISTRATIVE COSTS OF THE POLICE AND 
FIRE RETIREMENT SYS'rEM ("PFRS") FROM THE PFRS FUND 

MEASURE P. Shall the Charter of the City ofOakland be amended to provide that administrative 
costs of the Police and Fife Retirement System ("PFRS"), which currently are paid out of the City's 
general fund, be paid from the PFRS fund? 

YES 

NO 
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CITY ATTORt:I.EY'S IMPARTIAL ANALYSIS OF MEASURE P 

1bis measure would amend Anicle XXVI. section 2601(d) of the Oakland City Charter to provide that the annual 
administrative costs of the Police and Fire Retirement System ("PFRS"), which currently are paid out of the City's 
general fund. shall be paid from the Police and Fire Retirement Fund. 

Under current Charter section 260i(d), the PFRS administrative costs are appropriated by the City Council and paid 
out of the City's general fund. after the PFRS Board furnishes an annual estimate of the PFRS' general administrative 
costs to the City Manager. 

Anicle XXVI of the Charter creates the PFRS and establishes the PFRS Board and its duties. The Charter vests in the 
PFRS Board the authority to manage and administer the PFRS and the exclusive control of the administration and· 
investment of the Police and FlIe Retirement Fund. 

Pursuant to the Charter, the City Council, upon recommendation ofthe Mayor, appoints a majority (four members) of 
the PFRS Board members. Three of the PFRS Board members are appointed from the active and retired membership of 
the Police and FlIe Departments. 

The Charter requires that the City make contributions that are necessary to pay the benefits guaranteed to the PFRS' 
members by the Charter. 

The Office of Retirement Systems' Administration, a City department, provides administrative support for the PFRS. 
The Director of the department is appointed by and accountable to the City Manager for the day-to-day administration of 
the department. 

Measure P will remove the City Council's responsibility to appropriate the PFRS' administrative expenses from the 
general fund and provide that such expenses will be paid from the Police and Fire Retirement Fund. No other changes in 
the City'S role with respect to the PFRS and the responsibilities of the PFRS' Board will be made by this measure. 

The City will continue to be obligated by the Charter to make contributions to the Police and Fire Retirement Fund 
that are necessary to (1) pay the benefits mandated by the Charter; and (2) cover the administrative costs of the PFRS. 

slJAYNE WILLIAMS 
City Attorney 

CITY AUDITOR'S FINANCIAL ANALYSIS OF MEASURE P 

Adoption of Measure "P" will not increase the cost of City government and will not jeopardize the benefits of the 
members of the Police and FlIe Retirement System (PFRS). The effect of Measure "P" would be to distribute PFRS' 
administrative costs, which currently are paid out of the City'S General Fund, until such time as all benefits guaranteed by 
the Charter to the PFRS' members have been paid. 

Background 

PFRS is a defined benefit pension plan established by the City Charter and has been closed to new members since 1976. 
A defined benefit pension plan provides its members, upon their retirement, a guaranteed amount of benefits based on a 
formula established by the Charter. The City is unconditionally obligated to pay the PFRS' members the benefits 
guaranteed by the Charter. • 

In accordance with the current Charter prOvisions, the City is required to make the necessary contributions to the 
PFRS Fund to adequately fund the PFRS' pension plan and to pay the administrative costs of PFRS out of the City'S 
General Fund. The amount that the City's General Fund is required to contribute to the PFRS Fund to pay for the 
guaranteed benefits of PFRS' members is based on a contribution rate determined periodically by an independent 
actuary as reqired by the Charter. . 
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Effect of Measure uP" 

Measure up" proposes that the PFRS' administrative costs, which currently are paid out of the City's General Fund, be 
paid from the PFRS Fund. To ensure that the PFRS' members' guaranteed benefits are adquately provided for by the 

" City, an independent actuary would compute a new PFRS' contribution rate, which would cover both the PFRS' 
members' guaranteed benefits and the administrative costs of PFRS, 

slNORMA NG LAU 
City Auditor 

ARGUMENT IN FAVOR OF MEASURE P 

This measure is proposed by the Board of Administration of the Oakland Police and Fire Retirement System (OPFRS) 
and was approved for placement on this ballot by the City Council's Finance Committee, City Council and the City 
Manager's Office. 

Approval of this measure will allow the administrative costs of the Retirement System staff working on OPFRS related 
matters to be paid from the OPFRS fund, instead of the General Fund. 

Passage of this measure will bring the budgeting process for OPFRS operating expenses into conformity with other 
retirement systems. 

Approval of this measure will have no financial impact. 

sJCLEM DANIELS 
Board Member 

SlBORACE A. COHN 
Former Board Member 

slMAYNARD BROWN 
Retired Battalion Chief 

No argument submitted against Measure P. 

PROPOSED CHARTER AMENDMENT 

PAYMENT OF ADMINISTRATIVE COSTS OF THE 

OAKLAND MUNICIPAL EMPLOYEES' RETIREMENT 


SYSTEM ("OMERS") FROM THE OMERS FUND 


FULL TEXT OF MEASURE Q 


The proposed charter amendment reads as follows: 

City Charter Section 2016 to ~ amended as follows: 

Section 2016. The Council shall enact any and all ordinances necessary, in addition to the ordinance authorized in 
Section 2000, for the proper operation of the aforementioned Retirement System. The Board of Administration 
shall make an annual estimate of the cost of administering the Retirement System and shall transmit the same to the 
City Manager at such time as he may direct. The amount necessary for the administration of the aforementioned 
Retirement System shall be paid out of the Oakland Municipal Employees' Retirement Fund. 
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PAYMENT OF ADM I NISTRAriVE COSTS OF THE OAKLAND MUNICIPAL 
EMPLOYEES' RETIREMENT SYSTEM ("OMERS") FROM THE OMERS FUND 

MEASURE Q. Shall the Chaner of the City of OakJand be amended to provide that administrative 
costs oflhe OakJand Municipal Employees' Retirement System ("OMERS"), which currently are 
paid out of the City's general fund, be paid from the OMERS Fund? 

YES 

NO 

CITY ATTORNEY'S IMPARTIAL ANALYSIS OF MEASURE Q 

This measure would amend Article XX, section 2016 of the OakJand City Chaner to provide that the annual 
administrative costs of the OakJand Municipal Employees' Retirement System ("OMERS"), which currently are paid 
out of the City'S general fund, shall be paid from the OakJand Municipal Employees' Retirement Fund. 

Under current Chaner section 2016, the OMERS administrative costs are appropriated by the City Council and paid 
out of the City's general fund, after the OMERS' Board furnishes an annual estimate of the OMERS general 
administrative costs to the City Manager. 

Article XX of the Chaner authorizes the City Council, by ordinance, to establish the OMERS, amend the retirement 
system so adopted, and enact all ordinances necessary, in addition to the ordinance establishing the OMERS, for the 
proper operation of the OMERS. By Ordinance No. 713 C.M.S., as amended, ("OMERS Ordinance"), the City Council 
established the OMERS. 

Article XX and the OMERS Ordinance create the Board of Administration ("OMERS Board"), and prescribe its 
composition and powers. The management and control of the OMERS and the exclusive control of the administration 
and investment of the OakJand Municipal Employees' Retirement Fund are vested in the OMERS Board. 

The City Council, upon recommendation of the Mayor, appoints two members of the OMERS Board; three members 
are elected from the active, retired and deferred membership of the OMERS, and the City Auditor and the City 
Treasurer are the OMERS Board members. 

The Chaner requires that the City make contributions that are necessary to pay benefits guaranteed to the OMERS' 
members by the Chaner and the OMERS Ordinance. . 

The Office of Retirement Systems' Administration, a City department, provides administrative support for the 
OMERS. The Director of the department is appointed by and accountable to the City Manager for the day-ta-day 
administration of the depanment. 

Measure Q will remove the City Council's responsibility to appropriate the OMERS' administrative expenses from the 
general fund and provide that such expenses will be paid from the OakJand Municipal Employees' Retirement Fund. No 
other changes in the City'S role with respect to the OMERS and the responsibilities of the OMERS' Board will be made 
by this measure. 

The City will continue to be obligated by the Chaner to make contributions to the OakJand Municipal Employees' 
Retirement Fund that are necessary to (1) pay the benefits mandated by the Charter; and (2) cover the administrative 
costs of the OMERS. 

slJAYNE WILLIAMS 
City Attorney 
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CITY AUDITOR'S FINANCIAL ANALYSIS OF MEASURE Q 

Adoption of Measure "Q" will not increase the cost of City government and will not jeopardize the benefits of the 
members of the Oakland Municipal Employees' Retirement System (OMERS). The effect of Measure "0" would be to 
distribute OMERS' administrative costs, which currently are paid out of the City's General Fund, until such time as all 
benefits guaranteed by the Charter to the OMERS' members have been paid. 

Background 
OMERS is a defined benefit pension plan established by the City Charter, and has been closed to new members since 

1970. A defined benefit pension plan is one designed to provide its members, upon their retirement, a guaranteed amount 
of benefits based on a formula established by tbe Charter. The City is unconditionally obligated to pay OMERS' 
members the benefits guaranteed by the Charter. 

The amount that the City's General Fund is required to contribute to the OMERS Fund to pay for the guaranteed 
benefits of the OMERS' members is determined by an independent actuary as required by the Charter. Since 1975, the 
City has not been required to make contributions to tbe OMERS Fund to pay tbe OMERS' members' guaranteed 
benefits because an independent actuary has consistently determined that there are sufficient assets in the OMERS Fund 
to pay the OMERS' members' guaranteed benefits. 

Effect of Measure "0" 
Measure "O'~ proposes that the OMERS' administrative costs, which are currently paid out of the City's General 

Fund, be paid from the OMERS Fund. The City would continue to be required to make contributions from its General 
Fund to the OMERS Fund, if ever needed, as determined by an independent actuary, to cover both the guaranteed 
benefits of the OMERS' members and the administrative costs of OMERS. 

slNORMA NG LAU 
City Auditor 

ARGUMENT IN FAVOR OF MEASURE Q 

This measure is proposed by the Board of Administration of the Oakland Municipal Employees' Retirement System 
(OMERS) and was approved for placement on this ballot by the City Council's Fmance Committee, City Council and the 
City Manager's Office. 

Approval of this measure will allow the administrative costs of the Retirement System staff working on OMERS related 

matters to be paid from the OMERS fund, instead of the General Fund. 


Passage of this measure will bring the budgeting process for OMERS operating expenses into conformity with other 

retirement systems. 


Approval of this measure will have no financial impact. 


steARL GILMORE 

Board Member 


slWlLLIAM RUSSELL 

Board Member 

slMAYNARD BROWN 

Retired Batallion Chief 


No argument submitted against Measure Q. 
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