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AGENDA

*In the event a quorum of the Board
participates in the Committee meeting, the
meeting is noticed as a Special Meeting of
the Board; however, no final Board action
can be taken. In the event that the Audit
Committee does not reach quorum, this
meeting is noticed as an informational
meeting between staff and the Chair of the
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REGULAR MEETING of the AUDIT / OPERATIONS COMMITTEE
of the OAKLAND POLICE AND FIRE RETIREMENT SYSTEM (“PFRS”)

Wednesday, November 28, 2018 – 9:00 am
One Frank H. Ogawa Plaza, Hearing Room 1
Oakland, California 94612

- - - ORDER OF BUSINESS - - 1. Subject:
From:

PFRS Audit Committee Meeting Minutes
Staff of the PFRS Board

Recommendation: APPROVE October 31, 2018 Audit Committee meeting
minutes.
2. Subject:

From:

Report of the Audit of the Financial Statements of the
Oakland PFRS as of, and for, the year ended June 30,
2018
Macias, Gini and O’Connell, LLP

Recommendation: RECOMMEND BOARD APPROVAL of the Report of the
Audit of the Financial Statements of the Oakland PFRS as
of, and for the year ended June 30, 2018.
3. Subject:
From:

Administrative Expenses Report
Staff of the PFRS Board

Recommendation: ACCEPT an informational report regarding PFRS
administrative expenses from July 1, 2018 through
September 30, 2018.
4. Subject:
From:

City of Oakland Travel Insurance for PFRS Board
Member Travel on Board Business
Staff of the PFRS Board

Recommendation: ACCEPT an informational report regarding City of Oakland
Travel Insurance for PFRS Board Member Travel on Board
Business.
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OAKLAND POLICE AND FIRE RETIREMENT SYSTEM
REGULAR AUDIT COMMITTEE MEETING
NOVEMBER 28, 2018
ORDER OF BUSINESS, continued
5. Subject:
From:

PFRS Policy Governing the Overpayment
Underpayment of Member Benefits
Staff of the PFRS Board

or

Recommendation: DISCUSSION regarding PFRS Policy Governing the
Overpayment or Underpayment of Member Benefits.
6. REVIEW OF PENDING AUDIT AGENDA ITEMS
7. Future Scheduling
8. Open Forum
9. Adjournment of Meeting
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PFRS Audit/Operations Committee Meeting Minutes
October 31, 2018
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AN AUDIT/OPERATIONS COMMITTEE MEETING of the Oakland Police and Fire
Retirement System (“PFRS”) was held on Wednesday, October 31, 2018 in Hearing
Room 1, One Frank Ogawa Plaza, Oakland, California.
Committee Members Present: • John C. Speakman, Chairman
• Robert J. Muszar, Member
Committee Members Absent:

• One Committee Vacancy

Additional Attendees:

• David Jones, Plan Administrator
• Teir Jenkins & David Low, Staff Member
• Pelayo Llamas, PFRS Legal Counsel

The meeting was called to order at 9:07 am.
1. PFRS Audit Committee Meeting Minutes – Member Muszar made a motion to
approve the August 29, 2018 Audit Committee meeting minutes, second by Chairman
Speakman. Motion passed.
[ SPEAKMAN – Y / MUSZAR – Y ]
( AYES: 2 / NOES: 0 / ABSTAIN: 0 )

2. Administrative Expenses Report – Investment Officer Teir Jenkins presented the
administrative expenses report from July 1, 2018 through August 31, 2018. Member
Muszar made a motion to accept the administrative expenses report from July 1, 2018
through August 31, 2018, second by Chairman Speakman. Motion passed.
[ SPEAKMAN – Y / MUSZAR – Y ]
( AYES: 2 / NOES: 0 / ABSTAIN: 0 )

3. PFRS Policy Governing Overpayment or Underpayment of Member Benefits –
Member Muszar made a motion to table discussion of this matter until an additional
committee member can be added to the Audit Committee, second by Chairman
Speakman. Motion passed.
[ SPEAKMAN – Y / MUSZAR – Y ]
( AYES: 2 / NOES: 0 / ABSTAIN: 0 )

4. Pending Audit Agenda List – Staff and Audit Committee discussed the pending
Audit Agenda items list.
5. Future Scheduling – The next Audit Committee meeting was scheduled for
November 28, 2018.
6. Open Forum – Katano Kasaine introduced David Jones as the new PFRS Plan
Administrator. Mr. Jones presented his background and experience to the Audit
committee.
7. Meeting Adjournment – Meeting adjourned at 9:16 am.

JOHN C. SPEAKMAN, COMMITTEE CHAIRMAN

DATE

Board of Administration
Oakland Police and Fire Retirement System
Oakland, California
We have audited the financial statements of the Oakland Police and Fire Retirement System (System), a
pension trust fund of the City of Oakland, California, as of and for the year ended June 30, 2018.
Professional standards require that we provide you with information about our responsibilities under
generally accepted auditing standards, as well as certain information related to the planned scope and timing
of our audit. We have communicated such information in our engagement letter dated July 23, 2018.
Professional standards also require that we communicate to you the following information related to our
audit.
SIGNIFICANT AUDIT FINDINGS
I.

Qualitative Aspects of Accounting Practices
Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the System are described in Note 2 to the basic financial
statements. No new accounting policies were adopted and the application of existing policies was
not changed during the year ended June 30, 2018. We noted no transactions entered into by the
System during the year for which there is a lack of authoritative guidance or consensus. All
significant transactions have been recognized in the financial statements in the proper period.
Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimates affecting
the System’s financial statements were:


Fair value of investments, including derivative instruments, and related net appreciation in the
fair value of investments; and



Actuarial data of the pension plan.

Management’s estimates were based on the following:


The methodologies for determining the fair value of investments and derivative instruments are
discussed in Notes 2.c) and 4.l) to the financial statements, respectively.



The actuarial data for the pension plan is based on actuarial calculations performed in
accordance with the parameters set forth in GASB Statement No. 67, Financial Reporting for
Pension Plans – an Amendment of GASB Statement No. 25, which incorporate actuarial
methods and assumptions adopted by the System’s Board of Administration.

We evaluated the key factors and assumptions used to develop these accounting estimates in
determining that they are reasonable in relation to the financial statements taken as a whole.

Macias Gini & O’Connell LLP
2121 N. California Boulevard, Suite 750
Walnut Creek, CA 94596

www.mgocpa.com
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Oakland Police And Fire Retirement System
Report to the Board of Administration
For the Year Ended June 30, 2018
Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users. The most sensitive disclosures affecting the financial statements were the
disclosures regarding the net pension liability in Note 5 to the basic financial statements and
Required Supplementary Information. The net pension liability is based on the actuarial calculation
previously described.
The financial statement disclosures are neutral, consistent, and clear.
II.

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and
completing our audit.

III.

Corrected and Uncorrected Misstatements
Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are clearly trivial, and communicate them to the appropriate
level of management. None of the misstatements detected as a result of audit procedures and
corrected by management were material, either individually or in the aggregate, to the System’s
financial statements taken as a whole.

IV.

Disagreements with Management
For purposes of this letter, a disagreement with management is a financial accounting, reporting,
or auditing matter, whether or not resolved to our satisfaction, that could be significant to the
financial statements or the auditor’s report. We are pleased to report that no such disagreements
arose during the course of our audit.

V.

Management Representations
We have requested certain representations from management that are included in the management
representation letter dated November 9, 2018.

VI.

Management Consultations with Other Independent Accountants
In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the System’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

VII.

Other Audit Findings or Issues
We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the System’s auditors.
However, these discussions occurred in the normal course of our professional relationship and our
responses were not a condition to our retention.
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Oakland Police And Fire Retirement System
Report to the Board of Administration
For the Year Ended June 30, 2018
OTHER MATTERS
We applied certain limited procedures to the management’s discussion and analysis, the schedule of
changes in the employer’s net pension liability and related ratios, the schedule of employer contributions,
and the schedule of investment rate of return, which are required supplementary information (RSI) that
supplements the basic financial statements. Our procedures consisted of inquiries of management regarding
the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We did not audit the RSI and do not express an opinion
or provide any assurance on the RSI.
RESTRICTION ON USE
This information is intended solely for the information and use of the System Board of Administration,
management of the System, and is not intended to be, and should not be, used by anyone other than these
specified parties.

Walnut Creek, California
November 9, 2018
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Independent Auditor’s Report
Board of Administration
Oakland Police and Fire Retirement System
Oakland, California
We have audited the accompanying financial statements of the Oakland Police and Fire Retirement System
(System), a pension trust fund of the City of Oakland, California (City), as of and for the years ended
June 30, 2018 and 2017, and the related notes to the financial statements, as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the System as of June 30, 2018 and 2017, and the changes in its financial position for the years
then ended in accordance with accounting principles generally accepted in the United States of America.

Macias Gini & O’Connell LLP
2121 N. California Boulevard, Suite 750
Walnut Creek, CA 94596

www.mgocpa.com
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Emphasis of Matter
As described in Note 1, the financial statements present only the System and do not purport to, and do not,
present fairly the financial position of the City as of June 30, 2018 and 2017, and the changes in its financial
position for the years then ended in conformity with accounting principles generally accepted in the United
States of America.
Our opinion is not modified with respect to this matter.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the schedule of changes in the employer’s net pension liability and related ratios,
the schedule of employer contributions, and the schedule of investment returns as listed in the table of
contents be presented to supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Walnut Creek, California
November 9, 2018
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Oakland Police and Fire Retirement System
Management’s Discussion and Analysis – Unaudited
June 30, 2018 and 2017
As management of the Oakland Police and Fire Retirement System (System), we offer readers of the
System’s financial statements this narrative overview and analysis of the financial activities of the System
for the fiscal years ended June 30, 2018 and 2017. We encourage readers to consider the information
presented here in conjunction with the System’s financial statements that follow this section. This
discussion and analysis is presented in the following sections:


Organizational Overview and Highlights



Financial Statement Overview



Financial Analysis: 2018 vs. 2017



Financial Analysis: 2017 vs. 2016



Requests For Additional Information

ORGANIZATIONAL OVERVIEW AND HIGHLIGHTS
The City of Oakland City Charter established the System and provides for its funding. Accordingly, the
System is an integral part of the City of Oakland (City) and its operations have been reported as a Pension
Trust Fund in the City’s basic financial statements. The System is a closed, single employer, defined benefit
pension plan that provides retirement, disability and survivor benefits for eligible sworn safety employees
of the City. The System serves the City’s sworn employees hired prior to July 1, 1976 who have not
transferred to the California Public Employees’ Retirement System (CalPERS). The System is governed by
a board of seven trustees: the Mayor or his/her designate, three Mayoral appointees approved by the City
Council, an elected active or retired member of the Police Department, an elected active or retired member
from the Fire Department, and an elected member position which alternates between the Police Department
and Fire Department membership. Trustees receive no compensation.
The System has been funded by periodic employee and City contributions at actuarially determined
amounts sufficient to accumulate the necessary assets to pay benefits when due as specified by the City
Charter, unless the Board and the City have agreed to other funding options. In accordance with the City
Charter, active members hired after July 1, 1951, and prior to July 1, 1976, contribute a percentage of their
earned salaries based upon entry age as determined by consulting actuaries. During the years ended
June 30, 2018 and 2017, the employee contribution rates was 0% for both years. The City Charter limits
employee contributions to 13.00% of earned salaries. Employee contributions are refundable with interest
at 4.00% if an employee elects to withdraw from the System upon termination with the City. There are no
active participants in the Plan as of June 30, 2018 and 2017.
In July 2012, the City deposited $210 million in pension obligation bond proceeds into the System and
entered into a funding agreement with the System Board, which suspended contributions until the fiscal
year beginning July 1, 2017.
As of June 30, 2018, the total pension liability of $656.2 million less the fiduciary net position of
$376.0 million results in a net pension liability of approximately $280.2 million. The fiduciary net position
as a percentage of the total pension liability is 57.3%.
As of June 30, 2017, the total pension liability of $660.7 million less the fiduciary net position of
$353.2 million results in a net pension liability of approximately $307.5 million. The fiduciary net position
as a percentage of the total pension liability is 53.5%.
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Oakland Police and Fire Retirement System
Management’s Discussion and Analysis – Unaudited
June 30, 2018 and 2017
The System membership at June 30, 2018 is 837, which includes 570 retirees and 267 beneficiaries. The
System membership at June 30, 2017 was 886. The following are the significant assumptions used to
compute contribution requirements in the July 1, 2017 Actuarial Valuation Report:


Select and ultimate rates, equal to 5.50% single equivalent investment rate of return



2.75% inflation rate, US



2.85% inflation rate, Bay Area



3.25% long-term post-retirement benefit increases

City contributions are based on spreading costs as a level percentage of the City’s total uniform payroll to
July 1, 2026. The System uses the entry age normal cost method for its disclosure and reporting. During
fiscal year 2018, the City of Oakland contributed $44.86 million to the System. The next required City
contribution is projected to be approximately $44.82 million in FY 2018-2019.
FINANCIAL STATEMENT OVERVIEW
This annual financial report consists of three parts – management’s discussion and analysis (this section),
the financial statements and required supplementary information. The financial statements include
Statements of Fiduciary Net Position; Statements of Changes in Fiduciary Net Position; and the Notes to
the Basic Financial Statements.
The Statements of Fiduciary Net Position and the Statements of Changes in Fiduciary Net Position report
information to assist readers in determining whether the System’s finances as a whole have improved or
deteriorated as a result of the year’s activities. These statements report the net position of the System and
the activities that caused the changes in the net position during the year, respectively.
The Statements of Fiduciary Net Position present information on all System assets and liabilities, with the
difference between the two reported as net position restricted for pensions. Over time, increases or decreases
in net position restricted for pensions may serve as a useful indicator of whether the financial condition of
the System is improving or deteriorating.
While the Statements of Fiduciary Net Position provide information about the nature and amount of
resources and obligations at year-end, the Statements of Changes in Fiduciary Net Position present the
results of the System’s activities during the fiscal year and information on the change in the net position
restricted for pensions during the fiscal year. The Statements of Changes in Fiduciary Net Position measure
the results of the System’s investment performance as well as its additions from contributions and
investment income and deductions for payment of benefits and administrative expenses. The Statements of
Changes in Fiduciary Net Position can be viewed as indicators of the System’s progress on the set goals of
fully funding all current and past service costs and possessing sufficient additional resources to pay for
current refunds of contributions and administrative and investment expenses.
The Notes to the Basic Financial Statements and Required Supplementary Information provide explanations
and other information that is helpful to a full understanding of the data provided in the financial statements.
The Notes to the Basic Financial Statements and Required Supplementary Information are found starting
on page 11 and page 27, respectively.
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Oakland Police and Fire Retirement System
Management’s Discussion and Analysis – Unaudited
June 30, 2018 and 2017
FINANCIAL ANALYSIS: 2018 VS. 2017
Table 1 summarizes net position restricted for pensions as of June 30, 2018 and 2017:
Table 1
Statements of Fiduciary Net Position
As of June 30, 2018 and 2017
June 30
2018
Assets:
Cash and deposits
Receivables
Investments
Total Assets
Liabilities:
Accounts payable
Benefits payable
Investments payable
Accrued investment management fees
Securities lending liabilities
Total liabilities
Net position:
Restricted for pensions

$

Change
Amount
Percentage

2017

7,821,078
6,288,527
415,917,756
430,027,361

$

3,382,372
7,254,799
383,785,196
394,422,367

$

4,438,706
(966,272)
32,132,560
35,604,994

131.2%
-13.3%
8.4%
9.0%

94,654
4,608,511
5,188,668
343,919
43,815,338
54,051,090

22,843
4,763,432
5,117,934
281,445
31,033,855
41,219,509

71,811
(154,921)
70,734
62,474
12,781,483
12,831,581

314.4%
-3.3%
1.4%
22.2%
41.2%
31.1%

$ 375,976,271

$ 353,202,858

$ 22,773,413

6.4%

Net position restricted for pensions increased $22,773,413 from June 30, 2017 to June 30, 2018. The main
sources of this increase were from pension contribution payments from the City of Oakland of
$44.86 million. The remaining fluctuations in receivables and investments payable are primarily due to
investment trading at year-end, where the outstanding balances represent investments either sold or
purchased, but not yet settled.
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Oakland Police and Fire Retirement System
Management’s Discussion and Analysis – Unaudited
June 30, 2018 and 2017
Table 2 summarizes changes in net position restricted for pensions for the years ended June 30, 2018 and
2017:
Table 2
Statements of Changes in Fiduciary Net Position
For the Years Ended June 30, 2018 and 2017
June 30
2018
Additions:
Contributions
Net investment income/(loss)
Other additions
Total additions
Deductions:
Benefits to members and beneficiaries
Administrative expenses
Other expenses
Total deductions
Changes in net position
Net position restricted for pensions:
Beginning of year
End of year

2017

$ 44,860,000
35,435,113
20,307
80,315,420

$

Change
Amount
Percentage

50,158,795
70,282
50,229,077

$ 44,860,000
(14,723,682)
(49,975)
30,086,343

n/a
-29.4%
-71.1%
59.9%

55,998,595
1,490,486
52,926
57,542,007

57,375,815
1,250,620
11,021
58,637,456

(1,377,220)
239,866
41,905
(1,095,449)

-2.4%
19.2%
380.2%
-1.9%

22,773,413

(8,408,379)

31,181,792

-370.8%

353,202,858
$ 375,976,271

361,611,237
$ 353,202,858

(8,408,379)
$ 22,773,413

-2.3%
6.4%

During fiscal year 2018, the City of Oakland contributed $44.86 million to the System. In addition, the
System’s net investment income for the year ended June 30, 2018 was $35,435,113, mainly due to net
appreciation in fair value of the investment portfolio as a result of robust returns on investments. The timeweighted annual returns for the year ended June 30, 2018 was 10.5%, compared to a benchmark return of
9.4% and an actuarial expected rate of return of 5.50%.
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FINANCIAL ANALYSIS: 2017 VS. 2016
Table 3 summarizes net position restricted for pensions as of June 30, 2017 and 2016:
Table 3
Statements of Fiduciary Net Position
As of June 30, 2017 and 2016
June 30
2017
Assets:
Cash and deposits
Receivables
Investments
Total Assets
Liabilities:
Accounts payable
Benefits payable
Investments payable
Accrued investment management fees
Securities lending liabilities
Total liabilities
Net position:
Restricted for pensions

$

Change
Amount
Percentage

2016

3,382,372
7,254,799
383,785,196
394,422,367

$

2,535,941
8,754,618
403,682,657
414,973,216

$

846,431
(1,499,819)
(19,897,461)
(20,550,849)

33.4%
-17.1%
-4.9%
-5.0%

22,843
4,763,432
5,117,934
281,445
31,033,855
41,219,509

42,160
4,833,586
3,108,675
335,417
45,042,141
53,361,979

(19,317)
(70,154)
2,009,259
(53,972)
(14,008,286)
(12,142,470)

-45.8%
-1.5%
64.6%
-16.1%
-31.1%
-22.8%

$ 353,202,858

$ 361,611,237

$ (8,408,379)

-2.3%

Net position restricted for pensions decreased $8,408,379 from June 30, 2016 to June 30, 2017. The main
sources of this decrease was benefit payments of $57,375,815. As of June 30, 2017, the System had
$2.5 million of receivables from retired members and beneficiaries for overpayments of excessive holidays
and the shift differential premium. The remaining fluctuations in receivables and investments payable are
primarily due to investment trading at year–end, where the outstanding balances represent investments
either sold or purchased, but not yet settled.
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Table 4 summarizes changes in net position restricted for pensions for the years ended June 30, 2017 and
2016:
Table 4
Statements of Changes in Fiduciary Net Position
For the Years Ended June 30, 2017 and 2016
June 30
Additions:
Net investment income/(loss)
Other additions
Total additions
Deductions:
Benefits to members and beneficiaries
Administrative expenses
Other expenses
Total deductions
Changes in net position
Net position restricted for pensions:
Beginning of year
End of year

Change
Amount
Percentage

2017

2016

$ 50,158,795
70,282
50,229,077

$ (1,418,645)
3,593,096
2,174,451

$ 51,577,440
(3,522,814)
48,054,626

-3635.7%
-98.0%
2210.0%

57,375,815
1,250,620
11,021
58,637,456

58,441,353
1,307,569
68,180
59,817,102

(1,065,538)
(56,949)
(57,159)
(1,179,646)

-1.8%
-4.4%
-83.8%
-2.0%

(8,408,379)

(57,642,651)

49,234,272

-85.4%

(57,642,651)
$ (8,408,379)

-13.7%
-2.3%

361,611,237
$ 353,202,858

419,253,888
$ 361,611,237

The System’s net investment income for the year ended June 30, 2017 was $50,158,795, mainly due to net
appreciation in fair value of the investment portfolio as a result of robust returns on investments. The timeweighted annual returns for the year ended June 30, 2017 was 15.6%, compared to a benchmark return of
13.9% and an actuarial expected rate of return of 6.37%.
The System paid $57,375,815 in pension benefits in fiscal year 2017 and $58,441,353 in fiscal year 2016.
This decrease reflects the ongoing reduction in the System’s membership.
REQUESTS FOR ADDITIONAL INFORMATION
This financial report is designed to provide a general overview of the System’s finances and to account for
the money that the System receives. Questions concerning any of the information provided in this report or
requests for additional information should be addressed to:
Retirement Systems
City of Oakland
150 Frank H Ogawa Plaza, Suite 3332
Oakland, CA 94612
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Statements of Fiduciary Net Position
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2018

2017

Assets
Cash and Cash Equivalents

$

Receivables:
Interest Receivable
Dividends Receivable
Investments Receivable
Retired Members and Beneficiaries
Miscellaneous

7,821,078

$

3,382,372

671,493
233,615
3,606,103
1,641,443
135,873

355,336
227,370
4,008,166
2,477,406
186,521

6,288,527

7,254,799

4,284,853
98,312,996
151,600,666
46,770,419
71,132,094
(939)
43,817,667

5,575,677
63,599,723
168,466,818
44,589,992
70,511,003
(24)
31,042,007

Total Investments

415,917,756

383,785,196

Total Assets

430,027,361

394,422,367

94,654
4,608,511
5,188,668
343,919
43,815,338

22,843
4,763,432
5,117,934
281,445
31,033,855

54,051,090

41,219,509

Total Receivables
Investments, at Fair Value:
Short-Term Investments
Bonds
Domestic Equities and Mutual Funds
International Equities and Mutual Funds
Alternative Investments
Foreign Currency Contracts, Net
Securities Lending Collateral

Liabilities
Accounts Payable
Benefits Payable
Investments Payable
Investment Management Fees Payable
Securities Lending Liabilities
Total Liabilities
Net Position Restricted for Pensions

$

375,976,271

See accompanying notes to the basic financial statements.
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$

353,202,858

Oakland Police and Fire Retirement System
Statements of Changes in Fiduciary Net Position
Years Ended June 30, 2018 and 2017
2018

2017

Additions
Contributions from the City

$

Investment Income:
Net Appreciation in Fair Value of Investments
Interest
Dividend
Less: Investment Expenses
Net Appreciation in Fair Value of Investments
Securities Lending Income:
Securities Lending Earnings
Securities Lending Expenses
Net Securities Lending Income
Net Investment Income
Claims and Settlements
Other Income
Total Additions

44,860,000

$

-

30,072,048
2,625,129
4,032,421
(1,427,330)

45,374,031
1,739,884
4,117,231
(1,266,028)

35,302,268

49,965,118

761,396
(628,551)

463,930
(270,253)

132,845

193,677

35,435,113

50,158,795

9,145
11,162

70,282
-

80,315,420

50,229,077

34,369,814
19,854,675
1,774,106

35,050,378
20,550,437
1,775,000

55,998,595

57,375,815

1,490,486
52,926

1,250,620
11,021

57,542,007

58,637,456

22,773,413

(8,408,379)

353,202,858

361,611,237

Deductions
Benefits to Members and Beneficiaries:
Retirement
Disability
Death
Total Benefits to Members and Beneficiaries
Administrative Expenses
Other Expenses
Total Deductions
Change in Net Position
Net Position Restricted for Pensions
Beginning of Year
$

End of Year

375,976,271

See accompanying notes to the basic financial statements.
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$

353,202,858

Oakland Police and Fire Retirement System
Notes to the Basic Financial Statements
Years Ended June 30, 2018 and 2017
1. Description of the Oakland Police and Fire Retirement System
The Oakland Police and Fire Retirement System (System) is a closed, single-employer defined benefit
pension plan (Plan) established by the City of Oakland (City) Charter. The System is governed by a
board of seven trustees (Board); the City Mayor or his/her designate, three Mayoral appointees
approved by the City Council, an elected active or retired member of the Police Department, an elected
active or retired member from the Fire Department, and an elected member position which alternates
between the Police Department and Fire Department membership. Trustees receive no compensation.
As a result of a City Charter amendment, known as Measure R approved by the electorate on June 8,
1976, membership in the Plan is limited to uniformed employees hired prior to July 1, 1976.
The System is exempt from the regulations of the Employee Retirement Income Security Act of 1974.
The System is also exempt from federal and California income taxes.
The System is considered to be a part of the City’s financial reporting entity and is included in the
City’s basic financial statements as a pension trust fund. The financial statements of the System are
intended to present only the plan net position and changes in plan net position of the System. They do
not purport to, and do not, present fairly the financial position of the City as of June 30, 2018 and 2017,
and the changes in its financial position for the years then ended in conformity with accounting
principles generally accepted in the United States of America. The City’s basic financial statements can
be obtained from Finance Department, Controller’s Bureau, City of Oakland, 150 Frank H. Ogawa
Plaza, Suite 6353; Oakland, California 94612.
a) System Membership
At June 30, 2018 and 2017, the System membership consisted of only retirees and beneficiaries. The
System’s membership is as follows:
2018
2017
Retirees and beneficiaries currently receiving benefits:
Police
492
516
Fire
345
370
Total
837
886
b) Basic Benefit Provisions
The City Charter establishes plan membership, contribution, and benefit provisions. The System
provides that any member who completes at least 25 years of service, regardless of age, or completes
20 years of service and attains age 55, or has attained age 65, is eligible for retirement benefits. The
basic retirement allowance equals 50% of the compensation attached to the average rank held during
the three years immediately preceding retirement, plus an additional allowance of 1 and 2/3% of such
compensation for each year of service (up to ten) subsequent to (a) qualifying for retirement and
(b) July 1, 1951. However, any member retiring at age 65 with less than 20 years of service shall receive
a reduced retirement allowance based upon the number of years of service. A member is eligible for
early retirement benefits after 20 to 24 years of service with a retirement allowance based upon 40% to
48% of the compensation attached to the average rank held during the three years preceding retirement.
Additionally, a member with 10 to 19 years of service may retire and, on or after the 25th anniversary
of his/her date of employment may receive a retirement allowance based upon 20% to 38% of the
compensation attached to the average rank held during the three years preceding retirement.
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Notes to the Basic Financial Statements
Years Ended June 30, 2018 and 2017
The System also provides for various death, disability, and survivors’ benefits. Death and disability
benefits are paid to eligible members who became disabled or passed away prior to retirement. If the
member’s death or disability is duty related, then the surviving spouse or member is paid a pension
equivalent to an immediate service retirement. The duty related death or disability pension is paid at a
level no less than 50% of the pay attached to the rank. If a death occurs after retirement, then a onetime payment of $1,000 is paid to the member’s designated beneficiary.
After retirement, members receive benefits based on a fixed monthly dollar amount. Pension amounts
change based on changes to the compensation attached to the average rank. Upon a retiree’s death,
benefits are continued to an eligible surviving spouse at a two-thirds level for service and non-duty
disabled retirees and at a 100% level for retirements for duty disability.
2. Summary of Significant Accounting Policies
a) Basis of Presentation
The System is reported as a pension trust fund in the City’s basic financial statements. The financial
statements of the System present only the financial activities of the System and are not intended to
present the financial position and changes in financial position of the City in conformity with
accounting principles generally accepted in the United States of America.
b) Measurement Focus and Basis of Accounting
The financial statements are prepared on a flow of economic resources measurement focus using the
accrual basis of accounting. Contributions are recognized in the period in which the contributions are
due pursuant to formal commitments as well as statutory or contractual requirements, and benefits and
refunds are recognized when payable under plan provisions.
c) Methods Used to Value Investments
Investments are reported at fair value. Securities traded on a national or international exchange are
valued at the last reported sales price at current exchange rates. Investments that do not have an
established market are reported at estimated fair values based on the net asset value as determined by
the fund manager based on quoted market prices of fund holdings or values provided by the custodian
or the applicable money manager.
d) Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles in
the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.
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Notes to the Basic Financial Statements
Years Ended June 30, 2018 and 2017
3. Contributions
In accordance with the City Charter, active members hired after July 1, 1951, and prior to July 1, 1976,
contribute a percentage of their earned salaries based upon entry age as determined by consulting
actuaries. During the years ended June 30, 2018 and 2017, there were no employee contributions.
In March 1997, the City issued pension obligation bonds and deposited $417 million into the System
to pay the City’s contributions through June 2011. In accordance with an agreement entered into at the
time the pension obligation bonds were issued in 1997, the City was not expected to contribute until
July 2011. In the year ended June 30, 2005, the City transferred excess proceeds of $17.7 million from
the Oakland Joint Powers Financing Authority Refunding Revenue 2005 Series B Bond to fund a
portion of the City’s future obligation to the System.
Effective July 1, 2011, the City resumed contributing to the System. The City contributed $45.5 million
in the year ended June 30, 2012. Using the current actuarial cost method, these contributions are based
on spreading costs as a level percentage of all uniformed employees’ compensation through June 30,
2026. Budgeted administrative expenses are included in the City contribution rates. The City must
contribute, at a minimum, such amounts as are necessary, on an actuarial basis, to provide assets
sufficient to meet benefits to be paid to plan members.
On July 30, 2012, the City contributed $210 million to the System. As a result of a funding agreement
entered into between the System’s Board and the City no additional contributions were required until
July 1, 2017. The City resumed contributions to the System on July 1, 2017. The City contributed
$44.86 million in the year ended June 30, 2018. The next required contribution for fiscal year 2019 is
$44.82 million.
4. Cash, Deposits and Investments
a) Investment Policy
The System’s investment policy authorizes investment in U.S. equities, international equities, U.S.
fixed income instruments including U.S. Treasury notes and bonds, government agency mortgage
backed securities, U.S. corporate notes and bonds, collateralized mortgage obligations, Yankee bonds
and non U.S.-issued fixed income securities denominated in foreign currencies. The System’s
investment portfolio is managed by external investment managers, except for the bond iShares which
are managed internally. During the years ended June 30, 2018 and 2017, the number of external
investment managers was eleven and twelve, respectively.
The System investments are also restricted by the City Charter. In November 2006, City voters passed
Measure M to amend the City Charter to allow the System’s Board to invest in non-dividend paying
stocks and to change the asset allocation structure from 50% equities and 50% fixed income to the
Prudent Person Standard as defined by the California Constitution.
The System’s Investment Policy limits fixed income investments to a maximum average duration of 10
years and a maximum remaining term to maturity (single issue) at purchase of 30 years, with targeted
portfolio duration of between 3 to 8 years and targeted portfolio maturity of 15 years. The System’s
investment policy allows the fixed income managers to invest in securities with a minimum rating of
B- or higher as long as the portfolio maintains an average credit quality of BBB (investment grade using
Standard & Poor’s, Moody’s or Fitch ratings).
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The System’s investment policy states that investments in securities known as collateralized mortgage
obligations (CMOs) shall be limited to a maximum of 20% of a broker account’s fair value with no
more than 5% in any one issue. CMOs are mortgage-backed securities that create separate pools of
pass-through rates for different classes of bondholders with varying maturities. The fair values of
CMOs are considered sensitive to interest rate changes because they have embedded options.
The Investment Policy allows for each fixed income asset manager to have a maximum of 10% of any
single security investment in their individual portfolios with the exception of U.S. government
securities, which is allowed to have a maximum of 25% in each manager’s portfolio.
The following was the Board’s adopted asset allocation policy as of June 30, 2018:
Asset Class
Fixed Income
Credit
Covered Calls
Domestic Equity
International Equity
Crisis Risk Offset
Total

Target Allocation
31%
2
5
40
12
10
100%

The Board’s target allocation does not include cash and cash equivalents, which are designated for
approved administrative budget purposes.
b) Concentrations
GASB Statement No. 40 and GASB Statement No. 67 require the disclosure of investments in any one
organization that represent 5 percent or more of the System’s fiduciary net position. As of June 30,
2018 and 2017, the System had commingled funds issued by State Street Global Advisors that represent
9.4% and 19.5%, respectively, of its fiduciary net position.
c) Rate of Return
The money-weighted rate of return is a measure of the rate of return for an asset or portfolio of assets
that incorporates the size and timing of cash flows. For the years ended June 30, 2018 and 2017, the
annual money-weighted rates of return on pension plan investments, net of pension plan investment
expenses, were 10.60% and 15.57%, respectively.
d) Cash and Cash Equivalents
As of June 30, 2018 and 2017, cash and cash equivalents consisted of cash in treasury held in the City’s
cash and investment pool as well as cash deposits held in bank and with a custodian. Funds in the City
Treasury are invested according to the investment policy adopted by the City Council. Interest earned
in the City Treasury is allocated monthly to all participants based on the average daily cash balance
maintained by the respective funds. Information regarding the characteristics of the entire investment
pool can be found in the City’s June 30, 2018 basic financial statements. As of June 30, 2018 and 2017,
the System’s share of the City’s investment pool totaled $7,819,269 and $3,364,327, respectively. The
System also had cash not included in the City’s investment pool. As of June 30, 2018 and 2017, the
System’s cash and cash deposits not held in the City’s investment pool totaled $1,809 and $18,045,
respectively.
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e) Hierarchy of Inputs
The System categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical
assets; Level 2 inputs are significant other observable inputs; and Level 3 inputs are significant
unobservable inputs.
The System has the following recurring fair value measurements as of June 30, 2018:
2018
Level One
Investments by fair value level:
Short-Term Investments
$
Bonds
Domestic Equities and Mutual Funds
130,881,940
International Equities and Mutual Funds
32,161,981
Alternative Investments
71,132,094
Total investments by fair value level
$ 234,176,015

Level Two
$

$

Level Three

196,076
90,588,991
23,404
90,808,471

$

$

1,718
1,718

Total
$

Investments measured at net asset value (NAV):
Short-Term Investments
Fixed Income Funds
Domestic Equities and Mutual Funds
International Equities and Mutual Funds
Securities Lending Collateral
Total investments measured at NAV

196,076
90,588,991
130,905,344
32,163,699
71,132,094
324,986,204

4,088,777
7,724,005
20,695,322
14,606,720
43,817,667
90,932,491

Total investments measured at fair value

$ 415,918,695

The System has the following recurring fair value measurements as of June 30, 2017:
2017
Level One
Investments by fair value level:
Short-Term Investments
$
Bonds
Domestic Equities and Mutual Funds
113,139,510
International Equities and Mutual Funds
30,965,626
Alternative Investments
70,511,003
Total investments by fair value level
$ 214,616,139
Investments measured at net asset value (NAV):
Short-Term Investments
Fixed Income Funds
Domestic Equities and Mutual Funds
International Equities and Mutual Funds
Securities Lending Collateral
Total investments measured at NAV

Level Two
$

$

13,371
56,328,028
56,341,399

Level Three
$

$

1,690
1,690

Total
$

13,371
56,328,028
113,139,510
30,967,316
70,511,003
270,959,228
5,562,306
7,271,695
55,327,308
13,622,676
31,042,007
112,825,992

Total investments measured at fair value

$ 383,785,220
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f) Interest Rate Risk
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. As described previously, the System’s Investment Policy limits fixed income investments
to a maximum average duration of 10 years and a maximum remaining term to maturity (single issue)
at purchase of 30 years, with targeted portfolio duration of between 3 to 8 years and targeted portfolio
maturity of 15 years. The weighted average duration for the System’s fixed income investment portfolio
excluding fixed income short-term investments and securities lending investments was 6.00 years as of
June 30, 2018 and 5.36 years as of June 30, 2017.
The following summarizes the System’s fixed income investments by category as of June 30, 2018 and
2017:
Short-Term Investment Duration

Investment Type

2018
Modified
Duration
(Years)
Fair Value

Short-Term Investment Funds
$ 4,284,853
Foreign Currency Exchange Contracts, Net
(939)

n/a
n/a

2017
Modified
Duration
(Years)
Fair Value
$ 5,575,677
(24)

n/a
n/a

Long-Term Investment Duration

Investment Type

2018
Modified
Duration
Fair Value
(Years)

Fixed Income Investments
U.S. Government Bonds
U.S. Treasuries
Government Agencies
Total U.S. Government Bonds

$ 20,481,395
29,039,194
49,520,589

6.74
8.85

$ 14,781,917
18,609,070
33,390,987

6.44
7.54

Corporate and Other Bonds
Corporate Bonds

48,792,407

3.99

30,208,736

3.48

Total Fixed Income Investments

$ 98,312,996

6.00

$ 63,599,723

5.36

Securities Lending

$ 43,817,667
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2017
Modified
Duration
(Years)
Fair Value

$ 31,042,007

Oakland Police and Fire Retirement System
Notes to the Basic Financial Statements
Years Ended June 30, 2018 and 2017
g) Fair Value Highly Sensitive to Change in Interest Rates
The terms of a debt investment may cause its fair value to be highly sensitive to interest rate changes.
The System has invested in CMOs, which are mortgage-backed bonds that pay pass-through rates with
varying maturities. The fair values of CMOs are considered sensitive to interest rate changes because
they have embedded options, which are triggers related to quantities of delinquencies or defaults in the
loans backing the mortgage pool. If a balance of delinquent loans reaches a certain threshold, interest
and principal that would be used to pay junior bondholders is instead directed to pay off the principal
balance of senior bondholders, shortening the life of the senior bonds.
The following are the System’s investments in CMOs at June 30, 2018:
Weighted Weighted
Average
Average
Coupon Maturity
(Years)
Rate

Investment Type
Mortgage-backed securities

3.43%

25.09

Percent of
Total
Investments
Fair Value Fair Value
$18,704,567

4.50%

The following are the System’s investments in CMOs at June 30, 2017:
Weighted Weighted
Average
Average
Coupon Maturity
Rate
(Years)

Investment Type
Mortgage-backed securities

3.26%

20.80

Percent of
Total
Investments
Fair Value Fair Value
$12,395,659

3.23%

h) Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligation.
The following provides information concerning the credit risk of fixed income securities as of
June 30, 2018 and 2017:
Short-Term Investment Ratings

Investment Type
Short-Term Investment Funds
Foreign Currency Exchange Contracts, Net

2018
S&P Moody’s/
Fitch Rating

Fair
Value

2017
S&P Moody’s/
Fitch Rating

Fair
Value

Not Rated
Not Rated

$4,284,853
(939)

Not Rated
Not Rated

$5,575,677
(24)
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Long-Term Investment Ratings
2018

S&P / Moody’s Rating
AAA/Aaa
AA/Aa
A/A
BBB/Baa
BB/Ba
CCC/CCC

Fair Value
$

$

38,377,809
24,802,989
11,368,132
14,624,173
1,415,888
7,724,005
98,312,996

2017
Percentage
of Total
Fair Value
39.04% $
25.23%
11.56%
14.88%
1.44%
7.85%
100.00% $

Fair Value
34,300,382
4,102,659
7,702,447
9,982,306
240,235
7,271,695
63,599,723

Percentage
of Total
Fair Value
53.93%
6.45%
12.11%
15.70%
0.38%
11.43%
100.00%

Securities Lending Ratings
S&P / Moody's Rating
Not Rated
i)

2018 Fair Value
2017 Fair Value
$
43,817,667 $
31,042,007

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of a failure of a depository financial institution or
counterparty to a transaction, there will be an inability to recover the value of deposits, investments, or
collateral securities in the possession of an outside party.
The California Government Code requires that governmental securities or first trust deed mortgage
notes be used as collateral for demand deposits and certificates of deposit at 110 percent and 150
percent, respectively, of all deposits not covered by federal deposit insurance. As the City holds cash
and certificates of deposit on behalf of the System, the collateral must be held by the pledging financial
institution’s trust department and is considered held in the City’s name. For all other System deposits,
the collateral must be held by the pledging financial institution’s trust department and is considered
held in the System’s name.
The City, on behalf of the System, does not have any funds or deposits that are not covered by depository
insurance, which are either uncollateralized, collateralized with securities held by the pledging financial
institution, or collateralized with securities held by the pledging financial institution’s trust
department or agent, but not in the City’s name. The System does not have any investments that are
not registered in the name of the System and are either held by the counterparty or the counterparty’s
trust department or agent but not in the System’s name.
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j) Foreign Currency Risk
Foreign currency risk is the risk that changes in foreign exchanges rates will adversely affect the fair
values of an investment or deposit. Currency hedging is allowed under the System’s investment policy
for defensive purposes only. The investment policy limits currency hedging to a maximum of 25% of
the portfolio value.
The following summarizes the System’s investments denominated in foreign currencies as of
June 30, 2018 and 2017:
Fair Value
June 30, 2018
June 30, 2017

Foreign Currency
Australian Dollar
British Pound
Canadian Dollar
Danish Krone
Euro
Hong Kong Dollar
Indonesian Rupiah
Japanese Yen
Mexican Peso
Norwegian Krone
Singapore Dollar
Swedish Krona
Swiss Franc
Total

$

633,313
3,325,984
614,019
1,209,334
10,272,537
2,577,428
216,320
3,833,495
891,955
233,382
362,887
542,959
1,690,353
26,403,966

$

$

326,618
4,060,376
640,519
883,883
9,572,402
2,626,170
493,826
3,961,512
697,544
228,963
362,001
1,928,179
25,891,941

k) Securities Lending Transactions
The System’s investment policy authorizes participation in securities lending transactions, which are
short-term collateralized loans of the System’s securities to broker-dealers with a simultaneous
agreement allowing the System to invest and receive earnings on the collateral received. All securities
loans can be terminated on demand by either the System or the borrower, although the average term of
loans is one week.
The administrator of the System’s securities lending activities is responsible for maintaining an
adequate level of collateral in an amount equal to at least 102% of market value of loaned U.S.
government securities, common stock and other equity securities, bonds, debentures, corporate debt
securities, notes, and mortgages or other obligations. Collateral received may include cash, letters of
credit, or securities. The term to maturity of the loaned securities is generally not matched with the term
to maturity of the investment of the said collateral. If securities collateral is received, the System cannot
pledge or sell the collateral securities unless the borrower defaults.
As of June 30, 2018 and 2017, management believes the System has minimized its credit risk exposure
to borrowers because the amounts held by the System as collateral exceeded the securities loaned by
the System. The System’s contract with the administrator requires it to indemnify the System if the
borrowers fail to return the securities (and if the collateral is inadequate to replace the securities
borrowed) or fails to pay the System for income distributions by the securities’ issuers while the
securities are on loan.
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The following summarizes investments in securities lending transactions and collateral received at
June 30, 2018 and 2017:
Securities Lending as of June 30, 2018
Fair Value of Loaned Securities
For Cash
For Non-Cash
Collateral
Collateral
Total

Investment Type
Securities on Loan for Cash Collateral
U.S. Government and agencies
U.S. Corporate bonds
U.S. Equities
Non-U.S. equities
Total investments in securities lending transactions

$ 11,585,884
3,197,728
28,094,792
3,492
$ 42,881,896

$

Collateral Received

$ 43,815,338

$

$

1,395,896
966,061
2,361,957

11,585,884
3,197,728
29,490,688
969,553
$ 45,243,853

$

2,452,457

$

46,267,795

Securities Lending as of June 30, 2017
Fair Value of Loaned Securities
For Cash
For Non-Cash
Investment Type
Collateral
Collateral
Total
Securities on Loan for Cash Collateral
U.S. Government and agencies
$
7,676,626 $
2,720,649 $ 10,397,275
U.S. Corporate bonds
2,139,488
2,139,488
U.S. Equities
20,578,844
2,229,735
22,808,579
Non-U.S. equities
230,450
230,450
Total investments in securities lending transactions
$ 30,394,958 $
5,180,834 $ 35,575,792
$

Collateral Received

l)

31,033,855

$

5,303,647

$

36,337,502

Derivative Instruments

The Retirement System reports its derivative instruments under the provisions of GASB Statement
No. 53, Accounting and Financial Reporting for Derivatives Instruments. Pursuant to the requirements
of this statement, the Retirement System has provided a summary of derivative instrument activities
during the reporting periods presented and the related risks.
As of June 30, 2018 and 2017, the derivative instruments held by the Retirement System are considered
investments and not hedges for accounting purposes. All investment derivatives are reported as
investments at fair value in the statements of fiduciary net position. The gains and losses arising from
this activity are recognized as incurred in the statement of changes in fiduciary net position. All
investment derivatives discussed below are included within the investment risk schedules, which
precede this subsection. Investment derivative instruments are disclosed separately to provide a
comprehensive and distinct view of this activity and its impact on the overall investment portfolio.
Valuation methods used by the System are described in more detail in Note 2 C). The fair value of the
exchange traded derivative instruments, such as futures, options, rights, and warrants are based on
quoted market prices. The fair values of forward foreign currency contracts are determined using a
pricing service, which uses published foreign exchange rates as the primary source. The fair values of
swaps are determined by the System’s investment managers based on quoted market prices of the
underlying investment instruments.
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The tables below present the notional amounts, the fair values, and the related net appreciation
(depreciation) in the fair value of derivative instruments that were outstanding at June 30, 2018 and
2017:
As of and for the Year Ended June 30, 2018

Derivative Type / Contract
Forwards
Foreign Currency Exchange Contracts
Options
Equity Contracts
Swaps
Swaps
Total

Notional
Amount
$

Fair Value
-

$

345

238

$

320,900
321,138

Net Appreciation
(Depreciation) in
Fair Value
$

(195,759)
(19,038)
(214,452)

$

382,413

$

(39,278)
343,135

As of and for the Year Ended June 30, 2017
Notional
Amount

Derivative Type / Contract
Options
Equity Contracts
Swaps
Credit Contracts
Total

Fair Value

Net Appreciation
(Depreciation) in
Fair Value

$

322

$

(261,715)

$

257,171

$

190,000
190,322

$

13,371
(248,344)

$

1,266
258,437

Counterparty Credit Risk
The System is exposed to credit risk on non-exchange traded derivative instruments that are in asset
positions. As of June 30, 2018, the fair value of forward currency contracts to purchase and sell
international currencies were $345 and $0, respectively. The System’s counterparties to these contract
held credit ratings of A or better, as assigned by one or more of the major credit rating organizations
(S&P, Moody’s and/or Fitch).
Custodial Credit Risk
The custodial credit risk disclosure for exchange traded derivative instruments is made in accordance
with the custodial credit risk disclosure requirements of GASB Statement No. 40. At June 30, 2018 and
2017, all of the System’s investments in derivative instruments are held in the System’s name and are
not exposed to custodial credit risk.
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Interest Rate Risk
The tables below describe the maturity periods of the derivative instruments exposed to interest rate
risk at June 30, 2018 and 2017.
Derivative Interest Rate Risk as of June 30, 2018
Derivative Type / Contract
Forwards
Forward Foreign Currency Exchange Contracts
Options
Equity Contracts
Swaps
Credit Contracts
Total

Fair Value
$

345

Maturities
Less than 1 Year
1-5 years
$

(195,759)

$

(19,038)
(214,452)

345

$

-

(195,759)

$

(195,414)

-

$

(19,038)
(19,038)

Derivative Interest Rate Risk as of June 30, 2017
Derivative Type / Contract
Options
Equity Contracts
Swaps
Credit Contracts
Total

Fair Value

Maturities
Less than 1 Year
1-5 years

$

(261,715)

$

(261,715)

$

-

$

13,371
(248,344)

$

(261,715)

$

13,371
13,371

Foreign Currency Risk
At June 30, 2018 and 2017, the System is not exposed to foreign currency risk for its derivative
instruments.
Contingent Features
At June 30, 2018 and 2017, the Retirement System held no positions in derivatives containing
contingent features.
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5. Net Pension Liability
The components of the net pension liability of the City at June 30, 2018 and 2017, are as follows:

Total pension liability
Less: Plan fiduciary net position
City’s net pension liability
Plan fiduciary net position as a percentage
of the total pension liability

June 30, 2018

June 30, 2017

$ 656,193,314
(375,976,271)
$ 280,217,043

$ 660,669,941
(353,202,858)
$ 307,467,083

57.3%

53.5%

a) Actuarial Method and Assumptions
The total pension liability as of June 30, 2018 was determined based on an actuarial valuation as of
July 1, 2017, using the entry age normal actuarial cost method and the following actuarial assumptions,
applied to all periods included in the measurement.
Investment Rate of Return
Inflation Rate, U.S.
Inflation Rate, Bay Area
Long-term Post-Retirement Benefit Increases

5.50%
2.75%
2.85%
3.25%

Measurements as of the June 30, 2018 are based on the fair value of assets as of June 30, 2018 and the
total pension liability as of the valuation date, June 30, 2017, updated to June 30, 2018. There were no
significant events between the valuation date and the measurement date. The update procedures
included the additional liability due to assumption changes and the addition of interest cost offset by
actual benefit payments. There are no active members of the Plan, and thus no service cost.
Mortality rates for healthy lives were based on the CalPERS Healthy Table from the 2012-2015
Experience Study, excluding the 15-year projection using 90% of Scale MP-2016. Mortality rates for
disabled lives were based on the CalPERS Industrial Disability Mortality Table from the 2012-2015
Experience Study, excluding the 15-year projection using 90% of Scale MP-2016. The mortality tables
are projected to improve with MP-2017 generational mortality improvement tables, with improvements
projected from a base year of 2014 (the mid-point of the CalPERS base tables).
The total pension liability as of June 30, 2017 was determined based on an actuarial valuation as of
July 1, 2016, using the entry age normal actuarial cost method and the actuarial assumptions as
described above for the July 1, 2016 valuation, except for the assumed investment rate of return was
6.37%. Measurements as of June 30, 2017 are based on the fair value of assets as of June 30, 2017 and
the total pension liability as of the valuation date, June 30, 2016, updated to June 30, 2017. The City
entered into new Memorandums of Understanding (MOUs) for Police members between the valuation
date and the measurement date, increasing Police retirees’ Cost of Living Adjustments (COLAs). The
update procedures included the addition of interest cost offset by actual benefit payments.
Mortality rates for healthy lives were based on the CalPERS Healthy Table from the 2006-2011
Experience Study, excluding the 20-year projection using Scale BB. Mortality rates for disabled lives
were based on the CalPERS Industrial Disability Mortality Table from the 2006-2011 Experience
Study, excluding the 20-year projection using Scale BB. The mortality tables are projected to improve
with MP-2014 mortality improvement tables, with improvements projected from a base year of 2009
(the mid-point of the CalPERS base tables).
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The actuarial assumptions used in the July 1, 2017 and 2016 valuations were based on the results of
actuarial experience studies for the periods July 1, 2014 through June 30, 2017 and July 1, 2011 through
June 30, 2014, respectively.
The long-term expected rate of return on pension plan investments was determined using a buildingblock method in which best-estimates ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are developed for each major asset class. These
ranges are combined to produce the long-term expected rate of return by weighting the expected future
real rates of return by the target allocation percentage and by adding expected inflation.
Best estimates of geometric real rates of return for each major class included in the pension plan’s target
asset allocation as of June 30, 2018 and 2017 are summarized in the following table:

Asset Class
Fixed Income
Domestic Equity
International Equity
Covered Calls
Crisis Risk Offset
Cash

Long-Term Expected Real Rate of Return
June 30, 2018
June 30, 2017
3.40%
2.90%
5.75
6.25
6.80
7.25
5.25
6.21
4.40
4.40
2.25
2.25

b) Discount Rate
The discount rates used to measure the total pension liability were 5.50% and 6.37% as of June 30,
2018 and 2017, respectively. The projection of cash flows used to determine the discount rate assumed
that the City would contribute to the Plan based on its July 1, 2012 funding agreement with the System.
This agreement suspends City contributions until the fiscal year beginning July 1, 2017, after which
they will resume, based upon the recommendation of the actuary, with a City Charter requirement that
the Plan’s liabilities be fully funded by July 1, 2026. A cash flow projection showed that the projected
fiduciary net position would be greater than or equal to the benefit payments projected for each future
period. Therefore, the long-term expected rate of return on Plan investments was applied to all periods
of projected benefit payments to determine the total pension liability.
c) Sensitivity of the Net Pension Liability to Changes in the Discount Rate
The following presents the net pension liability of the City, calculated using the discount rate, as well
as what the Plan’s net pension liability would be if it were calculated using a discount rate of 1percentage-point lower or 1-percentage-point higher than the discount rate.

City’s net pension liability

City’s net pension liability

1% Decrease
(4.50%)

June 30, 2018
Current Discount
Rate (5.50%)

1% increase
(6.50%)

$341,960,228

$280,217,043

$227,411,930

1% Decrease
(5.37%)

June 30, 2017
Current Discount
Rate (6.37%)

1% increase
(7.37%)

$370,692,306

$307,467,083

$253,656,787
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6. Reserves
Retired Member Contribution Reserve represents the total accumulated transfers from active member
contributions and investments, less payments to retired members and beneficiaries.
Employer Reserve represents the total accumulated employer contributions for retirement payments.
Additions include contributions from the employer, investment earnings and other income; deductions
include payments to retired members and beneficiaries and administrative expenses.
The aggregate total of the System’s major reserves as of June 30, 2018 and 2017 equals net position
restricted for pensions and comprises the following:

Retired member contribution reserve
Employer reserve
Total

$
$

2018
34,171,935
341,804,336
375,976,271

$
$

2017
36,748,058
316,454,799
353,202,858

7. Administrative Expenses
The City provides the System with accounting and other administrative services. Staff salaries included
in administrative expenses for the years ended June 30, 2018 and 2017 were $1,100,074 and $989,875,
respectively. Other administrative expenses including accounting and audit services, legal fees, annual
report and miscellaneous expense for the years ended June 30, 2018 and 2017 were $390,412 and
$260,745, respectively.
8. Receivable from Retired Members and Beneficiaries
The City filed a lawsuit (City of Oakland v. Oakland Police and Fire Retirement System, et al., Alameda
County Superior Court case number RG 11580626) in June 2011, and sought to stop the System from
paying retirement benefits based on certain holidays and shift differential premium pay (7.25%) to
many police retirees. The City also sought an order requiring the System to collect overpayments. The
trial court ruled in favor of the City and the decision was partially upheld upon appeal. The Court of
Appeal agrees that those elements were overpayments, but limited the extent to which shift differential
overpayments could be recovered back from retirees.
The writ and judgment entered by the trial court after the appeals process directed the System’s board
to cease paying excessive holidays and the shift differential premium. In September and October 2014,
the System’s Board passed Resolutions No. 6819 and No. 6824 to seek 100% recovery of the combined
overpayments, which totals approximately $3.9 million. On October 28, 2015, the System’s Board
approved a collection methodology to recover the overpayments from police members over a 48-month
period. The System began deducting these repayments from benefit disbursement commencing in June
2016. Eleven payees were granted a delayed repayment date, which will commence on May 1, 2017.
Nine payees received a discharge of their debt totaling $51,886. These actions increased fund assets by
approximately $3.3 million. As of June 30, 2018 and 2017, the receivable totaled $1.6 million and $2.5
million, respectively.
9. Contingencies
(a) Retired Oakland Police Officers Association v. Oakland Police and Fire Retirement System, et al.,
Alameda County Superior Court Action No. RG14753080
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A lawsuit was filed on December 30, 2014 by the Retired Oakland Police Officers Association
(ROPOA) and several System retirees (“plaintiffs”) against the System, the System’s Board, and the
City of Oakland. The lawsuit argues that Master Police Officer 5% Premium Pay (“MPO Pay”) should
be considered “compensation attached to rank” and should be included in the pension pay of certain
police retirees per the City of Oakland Charter. A judgment in favor of the plaintiffs was entered by the
Alameda County Superior Court on June 8, 2016, granting plaintiffs’ claims. The underpayment
amount to be paid by the System to some police retirees (spanning December 30, 2011 through
December 18, 2015) is estimated to be between $1.5 million and $5 million plus interest.
The System and the City have filed an appeal of the judgment, and it is pending before the First District
Court of Appeal, Case No. A148987.
(b) Retired Oakland Police Officers Association v. Oakland Police and Fire Retirement System, et al.,
Alameda County Superior Court Action No. RG16838274
A lawsuit was filed on November 8, 2016 by the ROPOA and several System retirees (“plaintiffs”)
against the System, the System’s Board, and the City of Oakland. The lawsuit argues that police retiree
holiday benefits should be calculated based on a 10-hour work day, rather than the present practice of
using an 8-hour work day. The suit also alleges that police retirees’ holiday benefits should include the
“floating holiday” referenced in the City’s contract with the Oakland Police Officers’ Association
(OPOA) labor union for the active police officers. At its October 25, 2017 meeting, the Board began
considering the broad question of how police holiday retirement benefits are being calculated and paid,
including the questions asserted by plaintiffs. Trial is set to occur on February 5, 2019. The potential
liability to the system is for underpayments up to $1.6 million from November 7, 2013 to November 7,
2016, and approximately $600,000 per year going forward, subject to salary rate adjustments which
may be provided in future labor agreements.
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Schedule of Changes in the Employer’s Net Pension Liability
and Related Ratios (Unaudited)
2018

2017

2016

2015

2014

$ 44,320,094

$ 44,931,829

$ 42,480,394

$ 41,262,826

$ 42,333,496

(10,656,139)

3,027,944

6,977,470

(21,208,627)

-

17,858,013

-

43,480,232

34,219,433

-

Total Pension Liability
Interest (includes interest on service cost)
Differences between expected and
actual experience
Changes of assumptions
Benefit payments, including refunds
of member contributions

(55,998,595)

(57,375,815)

(58,441,353)

(59,007,536)

(57,409,113)

Net change in total pension liability

(4,476,627)

(9,416,042)

34,496,743

(4,733,904)

(15,075,617)

Total pension liability – beginning
Total pension liability – ending (a)

660,669,941

670,085,983

635,589,240

640,323,144

655,398,761

$ 656,193,314

$ 660,669,941

$ 670,085,983

$ 635,589,240

$ 640,323,144

$ 44,860,000

$

$

$

$

Plan fiduciary net position
Contributions - member
Net investment income
Benefit payments, including refunds
of member contributions

-

-

-

4,441

35,446,275

50,158,795

(1,418,645)

15,438,586

66,392,409

(55,998,595)

(57,375,815)

(58,441,353)

(59,007,536)

(57,409,113)

Administrative expense

(1,543,412)

(1,261,641)

(1,375,749)

(985,227)

(776,112)

Claims and settlements

9,145

70,282

3,593,096

22,773,413

(8,408,379)

(57,642,651)

Net change in plan fiduciary net position

-

-

(44,554,177)

8,211,625

Plan fiduciary net position – beginning
Plan fiduciary net position – ending (b)

353,202,858

361,611,237

419,253,888

463,808,065

455,596,440

$ 375,976,271

$ 353,202,858

$ 361,611,237

$ 419,253,888

$ 463,808,065

City’s net pension liability – ending
(a) – (b)

$ 280,217,043

$ 307,467,083

$ 308,474,746

$ 216,335,352

$ 176,515,079

57%

53%

54%

66%

72%

Plan fiduciary net position as a
percentage of the total pension
liability
Covered employee payroll
Net pension liability as a percentage
of covered employee payroll

$

-

$

N/A

N/A

$

N/A

$

-

$

N/A

Note: This is a 10-year schedule. Information for additional years will be presented when available.
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Schedule of Employer Contributions (Unaudited)
(dollars in millions)
2018

2017

Actuarially determined
contribution

$ 44.9

Contributions in
relation to the
actuarially determined
contribution

$ 44.9 $

Contribution
deficiency/(excess)
Covered employee
payroll

Contributions as a
percentage of covered
employee payroll

*

N/A

-

N/A

-

$

-

N/A

2015

N/A

$

N/A

N/A

$

2016*

-

N/A

$

N/A

$

-

-

N/A

$

-

N/A

N/A

2014

2013**

2012

2011

2010

2009

$ 20.3 $ 34.2 $ 45.1 $ 41.4 $ 37.5 $ 32.1

$

-

$ 210.0 $ 45.5 $

$ 20.3 $ (175.8) $

$

-

$

0.1 $

-

$

-

$

(0.4) $ 41.4 $ 37.5 $ 32.1

0.1 $

N/A 210000% 45500%

0.1 $

0.1 $

0.4

0%

0%

0%

Although actuarial valuations were performed as of June 30, 2013, June 30, 2014, and June 30, 2015,
the System did not determine an Actuarially Determined Contribution for FY 2014-2016, based on the
City's funding policy.

** In July 2012, the City of Oakland contributed $210 million in Pension Obligation Bond (POB) proceeds
to the Plan.
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Schedule of Investment Returns (Unaudited)

2018

Annual moneyweighted rate of
return net of

2017

2016

10.57% 15.57% -0.75%

2015

2014

3.90% 16.40%
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2013

2012

2011

2010

2009

9.70%

1.40% 24.50% 17.20% -19.90%

Table 1
OAKLAND POLICE AND FIRE RETIREMENT SYSTEM
Administrative Budget Spent to Date (Preliminary)
As of September 30, 2018

Approved
Budget

September 2018

FYTD

Remaining

Percent Remaining

Internal Administrative Costs
PFRS Staff Salaries
Board Travel Expenditures
Staff Training
Staff Training - Tuition Reimbursement
Annual Report & Duplicating Services
Board Hospitality
Payroll Processing Fees
Miscellaneous Expenditures
Internal Service Fees (ISF)
Contract Services Contingency
Office Construction Costs*
Internal Administrative Costs Subtotal :

$

1,084,000
52,500
20,000
7,500
4,000
3,600
35,000
46,700
65,400
50,000
75,227
1,443,927

$

45,000
45,000
90,000

$

188,000
150,000
338,000

$

1,301,900
124,000
100,000
1,525,900

$

$ 3,397,827

$

74,416
1,640
260
615
3,885
6,783
87,599

$

-

$

13,060
13,060

$

$

$

25,000
25,000

$

125,659

$

$

232,167
3,200
1,640
260
1,389
11,654
1,200
22,528
274,037

$

$

851,833
49,300
20,000
5,860
4,000
3,340
35,000
45,311
53,746
48,800
52,699
1,169,890

78.6%
93.9%
100.0%
78.1%
100.0%
92.8%
100.0%
97.0%
82.2%
97.6%
70.1%
81.0%

45,000
45,000
90,000

100.0%
100.0%
100.0%

151,530
150,000
301,530

80.6%
100.0%
89.2%

100.0%
100.0%
75.0%
98.4%

Actuary and Accounting Services
Audit
Actuary
Actuary and Accounting Subtotal:

$
$

$

-

$

36,470
36,470

$

$

$

25,000
25,000

$

1,301,900
124,000
75,000
1,500,900

$

335,507

$

3,062,320

$

$

Legal Services
City Attorney Salaries
Legal Contingency
Legal Services Subtotal:

$
$

$

$

$

Investment Services
Money Manager Fees
Custodial Fee
Investment Consultant (PCA)
Investment Subtotal:

Total Operating Budget
*Carry Forward from FY 2017-2018

$

$

90.13%

Table 2

OAKLAND POLICE AND FIRE RETIREMENT SYSTEM
Cash in Treasury (Fund 7100) - Preliminary
As of September 30, 2018

September 2018
Beginning Cash as of 8/31/2018

$

7,421,810

$

$

3,735,083
1,000,000
4,129
4,739,212

Deductions:
Pension Payment (August Pension Paid on 9/1/2018)
Expenditures Paid
Total Deductions

$

(4,547,817)
(183,211)
(4,731,028)

Ending Cash Balance as of 9/30/2018*

$

7,429,994

Additions:
City Pension Contribution - September
Investment Draw (Incoming Wire) - 9/1/2018
Misc. Receipts
Total Additions:

* On 10/01/2018, September pension payment of appx $4,601,000 will be made leaving a cash balance of $2,829,000

Table 3
CITY OF OAKLAND POLICE AND FIRE RETIREMENT SYSTEM
Census
As of September 30, 2018
COMPOSITION

POLICE

FIRE

TOTAL

Retired Member:
Retiree
Beneficiary
Total Retired Members

356
133
489

210
131
341

566
264
830

Total Membership:

489

341

830

POLICE

FIRE

TOTAL

Retired Member:
Service Retirement
Disability Retirement
Death Allowance
Total Retired Members:

324
151
14
489

181
146
14
341

505
297
28
830

Total Membership as of September 30, 2018:

489

341

830

Total Membership as of June 30, 2018:

492

345

837

-3

-4

-7

COMPOSITION

Annual Difference:

Oakland Police and Fire Retirement System
Pension Plan Membership Count
As of September 30, 2018 (FY 2009 - FY 2019)

672
653
630
617
598
581
558
545

523

516
500
477

492

489

345

341

465
445
425
403
384
370

Police

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019 FYTD

672

653

630

617

598

581

558

545

516

492

489

Fire

523

500

477

465

445

425

403

384

370

345

341

Total

1195

1153

1107

1082

1043

1006

961

929

886

837

830

CITY OF OAKLAND

TO:

SUBJECT:

AGENDA REPORT
David Jones
Plan Administrator

Oakland Police and Fire
Retirement Board

FROM:

City of Oakland Insurance for the PFRS
Board Members

DATE: November 19, 2018

BACKGROUND
The Audit Committee of the Police and Fire Retirement System ("PFRS") directed staff to
research City of Oakland ("City") insurance covering PFRS Board members related to travel on
PFRS Board business. PFRS Staff reached out to the City's Risk Division regarding all insurance
coverage provided by the City for Board members.
At the April 25, 2018 PFRS Board meeting, staff reported that the Board was currently covered
under the City's Participant Accident Insurance. This policy covers ( 1) Accidental Death &
Dismemberment Benefits and (2) Accident Medical Expense Benefits. The City's Participant
Accident Insurance policy covers Board members for out-of-pocket medical expenses related to
injuries or accidents while performing services for the City of Oakland. The policy has a
maximum benefit of $1,000,000 per incident. However, the maximum amount paid to any
individual is $25,000 per incident. After discussion, the Audit Committee made a motion to (1)
hold this matter in committee, (2) direct staff to research the ability to obtain insurance for the
PFRS Board and (3) research and obtain a cost estimate for broader insurance coverage.
EXECUTIVE SUMMARY
Staff reached out to the City's Risk Division to price the cost for the PFRS Board to obtain
additional insurance coverage. The City's Broker provided a quote to provide a similar
Accidental Death & Dismemberment ("AD&D") insurance specific for the Oakland Police and
Fire Retirement Board. The City Broker provided a quote for an AD&D policy for the PFRS
Board only that would provide a maximum benefit of $500,000 per incident. The maximum
amount paid to any individual is $100,000 per incident. The premium cost is approximately
$2,000 total per year and this costs would be paid directly from the Oakland PFRS Funds. If the
Board chose to obtain this coverage, the PFRS Board would be removed from the City's existing
AD&D policy. The Risk Division cannot cover the Board under two separate AD&D insurance
policies.
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Date: November 19, 2018
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In addition, staff reached out to other Funds to find out what type of travel insurance they may
provide for their Board members. Staff reached out to the Alameda County Employees
Retirement Association (ACERA) and they do not offer their Board an AD&D Policy. The only
travel insurance they provide their Board is a limited auto insurance policy for Board related
travel. Staff also reached out to the San Mateo County Employees' Retirement Association
(SAM CERA). They confirmed that they do not provide any insurance for their Board members.
Staff also spoke to the San Francisco Retiree Health Care Trust Fund Board. They also do not
provide any travel or life insurance to their Board members. However, staff spoke to the Los
Angeles County Employees' Retirement Association (LACERA) and they provide a wide range
of insurance for their Board members, including auto, travel and an AD&D policy.
RECOMMENDATION
Staff recommends that the PFRS Board keep the existing AD&D policy currently provided by
the City of Oakland. That Policy appears to provides adequate coverage without additional costs
to the System.

Attachment(None):
1.

PFRS Board Meeting
November 28, 2018

CITY OF OAKLAND

TO:

SUBJECT:

AGENDA REPORT

Oakland Police and Fire
Retirement Board

FROM:

Draft policy governing the overpayment
and underpayment of PFRS member
benefits

DATE: November 19, 2018

David Jones
Plan Administrator

SUMMARY
Oakland Police and Fire Retirement System ("PFRS") staff request that the PFRS Board of
Administration ("PFRS Board") review and provide comments to a draft policy governing the
overpayment and underpayment of member retirement allowances (the "Policy").

BACKGROUND
To develop this Policy, staff researched and reviewed the bylaws, rules and regulations, and
operational policies of several public pension systems including: the San Diego City Employees'
Retirement System; San Joaquin County Employees' Retirement Association, San Mateo County
Employees' Retirement Association, San Jose Federated Employees' Retirement System, City of
Fresno Retirement System, Fresno County Employees' Retirement Association, Sacramento
Regional Transit District, and Contra Costa County Employees' Retirement Association. Staff
used this research, to draft a Policy to specifically address the needs and concerns of PFRS. The
Policy will guide staff in the effective and efficient resolution of overpayment and underpayment
of retirement allowances to members.
At the April 25, 2018 Audit Committee meeting, staff submitted for Audit Committee review the
Agenda Report addressing the Draft Policy Governing Overpayment and Underpayment of
Member Retirement Allowances. Following Audit Committee discussion, a motion made by
Member Muszar was passed (1) to hold this matter over until the June 2018 Audit Committee
meeting for further discussion and (2) to have Committee Members submit to staff written
comments by June 15, 2018 in order for them to be published with the June 2018 agenda.
On April 30, 2018, staff delivered by email the DRAFT Policy Governing Overpayment and
Underpayment of Member Retirement Allowances to each Board member requesting comments
be returned to staffby June 13, 2018.
At the June 27, 2018 Audit Committee meeting, the Audit Committee decided that continued
work on this matter would be carried over to the August 29, 2018 Audit Committee meeting for
continued discussion and editing.
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At the August 29, 2018 Audit Committee meeting, the Audit Committee decided that continued
work on this matter would be carried over to the next scheduled Audit Committee meeting for
continued discussion and editing. However, the September 26, 2018 Audit Committee was
canceled and the work on this matter was carried over to the October 31, 2018 Audit Committee
meeting for continued discussion and editing.
At the October 31, 2018 Audit Committee meeting, The Audit committee decided that continued
work on this matter would be carried over to the next meeting when the Audit Committee will
have all three committee members available to discuss this matter, which was expected to be the
November 28, 2018 Audit Committee meeting.
RECOMMENDATION

Staff recommends the PFRS Board review and provide comments to the draft Policy included as
Attachment 1.
Respectfully submitted,

~·12~

David Jones, Plan Administrator
Oakland Police and Fire Retirement System

Attachments (2):
1.
2.

Draft policy governing the overpayment and underpayment of PFRS member benefits by staff.
Draft policy governing the overpayment and underpayment of PFRS member benefits - Edit version
by Member Muszar

PFRS Board Meeting
November 28, 2018

ATTACHMENT 1

OAKLAND POLICE AND FIRE RETIREMENT SYSTEM
POLICY GOVERNING THE OVERPAYMENT OR UNDERPAYMENT
OF MEMBER RETIREMENT ALLOWANCES
I.

PURPOSE
The purpose of this Policy Governing the Overpayment or Underpayment of Member
Retirement Allowances (“Policy”) is to set forth procedures for handling the overpayment
and underpayment of Retirement Allowance payments to members and beneficiaries
(“Members”) of the Oakland Police and Fire Retirement System (“PFRS”).
The PFRS Board may implement a different correction process that it determines is
appropriate. In the event of any inconsistency between applicable law and this Policy, the
law shall take precedence.

II.

Deleted: Benefits
Deleted: -

Deleted: This Policy is designed for use when a benefit
overpayment/underpayment affecting an individual or small
groups of Members.
Deleted: under special large scale adjustments; such as court
orders, charter interpretation, changes to a Memoranda of
Understanding (“MOU”)

INTRODUCTION
The Oakland Police and Fire Retirement Board ("PFRS Board") has a fiduciary obligation
to the retirement fund to conserve fund assets and protect the integrity of the fund for the
benefit of all PFRS Members.
Members have a right to accurate and timely pension payments. Except as determined by a
court of law or the PFRS Board pursuant to the Policy, no Member may receive or retain
retirement allowance payments over the amounts to which the Member is entitled, and no
Member may be deprived of retirement allowance payments to which the Member is
entitled

Deleted: members and beneficiaries ("Members") of the
Oakland Police and Fire Retirement System
Deleted: This duty includes maintaining the tax-qualified status
of the Plan. Therefore, the PFRS Board, acting through its
delegated administrative staff (“Staff”), has a duty to investigate
any retirement allowance overpayments or underpayments
promptly and diligently, and to recover overpayments and pay out
underpayments of retirement plan benefits, unless circumstances
exist that make it unreasonable to do so.
Deleted: benefit
Deleted: benefit
Deleted: to receive. Subject to all applicable laws, it shall be
PFRS' policy to remit to a Member the amount of any
underpayment of benefits, and to make every reasonable effort to
recover from a Member the amount of any overpayment of
benefits consistent with the Policy and the procedures established
herein by the PFRS Board.
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III. POLICY
It is the policy of the PFRS Board, acting through its delegated administrative staff
(“Staff”), to investigate any alleged retirement allowance overpayments or underpayments
promptly and diligently, and make every reasonable effort to recover overpayments and
pay out underpayments of Retirement Allowances, unless the PFRS Board determines,
pursuant to the terms of this Policy, that circumstances dictate otherwise.
After the discovery of an overpayment or underpayment of benefits, and after the required
written notification to the affected Member, PFRS will adjust future benefit payments to
the Member to reflect the correct total amount to which the Member is entitled (as
indicated below). PFRS will also pay or assess the Member as appropriate for the
underpayment or overpayment in a lump sum, installments, adjustments to future monthly
benefit payments, or a combination of these methods to which the Members are entitled in
accordance with this policy and applicable law.
Overpayment of Retirement Allowance to PFRS’ Members and Beneficiaries
1.

PFRS Staff will correct the Member’s recurring monthly overpayment to the correct
amount going forward at the earliest practical time after discovering any
overpayments.

2.

PFRS will take all reasonable steps to recover the full amount of all overpayments
subject to the provisions of the Policy and applicable law.

3.

PFRS will recover overpayments by (a) a lump sum payment from the Member, (b)
periodic installment payments from the Member, or (c) offsetting the amount to be
recovered against monthly benefit payments over a period of time not to exceed three
years; unless the PFRS Board, in its discretion and because of legal or practical
considerations, determines that another process is warranted.

4.

The PFRS Board believes that considerations of cost effectiveness make it prudent
and reasonable to pursue recovery of overpayments only where the cumulative total
amount overpaid to the Member is $20 or more. Accordingly, the Retirement Plan
Administrator (the “Plan Administrator”) is authorized to not seek recovery of any
overpayments where the total amount overpaid to the Member is less than $20.

5.

The Plan Administrator shall have authority to negotiate the terms of recovering
overpayments through installments, lump sums, or as offsets against monthly benefit
payments for amounts below five thousand dollars ($5,000.00). The PFRS Board
must approve installment overpayment recovery agreements when the total amount
of overpayment is five thousand dollars ($5,000.00) or more. Among other things,
the likelihood of collection, the cost of collection, the amount of possible recovery
and documented financial hardship of the Member or Member’s estate will be
considered by the Plan Administrator and/or the PFRS Board when agreeing to
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installment recovery terms. Any forgiveness of debt above One Hundred Dollars
($100.00) must be approved by the PFRS Board.
6.

PFRS may pursue all legal remedies to collect overpayments, including making a
claims against an estate or trust.

7.

Upon the death of the Member before full repayment of an overpayment has been
made, PFRS shall pursue a claim or claims against the Member’s estate, survivors,
heirs and/or beneficiaries to recover the unpaid amounts.

8.

If a Member dies while making repayments to PFRS, the entire balance of the
amount owed shall become due upon the Member’s death and deducted from the
final remittance check. Any remaining unpaid balance shall be pursued in
accordance with this Policy. Overpayments due shall not be deducted from a
Member’s $1,000 death benefit payment unless there is no designated qualified
beneficiary. If the deceased Member has a surviving spouse who is entitled to a
reduced continuation of the Member’s monthly benefit, the Plan Administrator has
the authority to collect a reduced monthly amount from the surviving spouse without
changing the total amount owed by the deceased Member.

9.

Before collecting an overpayment from the monthly retirement allowance of a
Member without consent, PFRS will give at least 30-day’s notice.

10.

The PFRS Board adopts the following procedures for accomplishing the recovery of
overpaid benefits:
A.

Notification of Overpayment. Upon discovery of an overpayment, PFRS
shall send a Notice of Overpayment of Member Retirement Allowance by
certified mail, return receipt requested, or by express delivery service, to the
Member advising the Member as follows:
i.

The notice will identify the facts and circumstances of the overpayment
and details showing the total amount of the overpayment.

ii.

The notice will request payment to PFRS of the amount overpaid, subject
to the provisions of the Policy.

iii.

The notice will provide three options of repayment, one of which may be
selected by the Member:
(1) Option 1 — lump sum payment to PFRS for the full amount
overpaid. Lump sum payment must be made within 30 days of the
notice.
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(2) Option 2 — reduction from monthly benefit payments in the amount
equal to ten percent (10%) of the total overpayment, until paid back
in full.
(3) Option 3 — repayment in equal installments over the same length of
time that the overpayments occurred or three years, whichever is
longer. Unless a financial hardship is approved by the PFRS Board,
the installment period shall not exceed 3 years.
iv.

The notice and agreement to repay excess benefits will provide that
Option 2 (10%) will go into effect by default if the Member fails to
choose an alternative option within 30 days following the date of the
notice.

v.

The notice shall state that dispute of overpayment must be submitted in
writing to the Retirement office within 30 days following the date the
notice was sent. This dispute should include supporting documentation,
if applicable.

Underpayment of Retirement Allowance to Members and Beneficiaries
1.

When PFRS has underpaid Retirement Allowances, the Member shall be entitled to a
prospective adjustment to his or her Retirement Allowance necessary to correct the
underpayment, as well as a lump sum payment for all past underpayments. The
corrective payment shall be made as soon as is reasonably practicable following
PFRS's discovery of the underpayment.

2.

If a Member who was underpaid Retirement Allowances has died prior to payment
of the lump sum amount due, the following procedures will be followed:
A.

Deceased Member with a Qualifying Widow/Widower for Survivor’s
Continuance
i.

B.

If a deceased Member has a qualifying widow/ widower, the payment
will be made directly to that person.

Deceased Member without a Qualifying Widow/Widower for Survivor’s
Continuance
i.

If there is an open probate (i.e., no order for final distribution has been
made), payment will be made to the estate through the personal
representative or other legal process provided for in the Member’s state
of residence.

ii.

If final distribution of the estate has been made, PFRS will review the
order for final distribution to determine how assets that were unknown at
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the time of final distribution are to be distributed under the order.
Payment will then be made in compliance with the order for final
distribution, if possible.

3.
IV.

iii.

If the Member’s estate passed into an intervivos trust, the underpayment
may be made to the Trustee after satisfactory inspection of trust
documents.

iv.

If probate was not established, distribution will be made in accordance
with any applicable and valid Affidavit for Payment of Personal Property
pursuant to California Probate Code Section 13101 or other legal process
provided for in the Member’s state of residence.

v.

PFRS staff shall make reasonable efforts to locate the beneficiary
entitled to payment by sending a letter by certified mail, return receipt
requested, to the last known address of each such beneficiary, or by other
means of similar intended effect.

vi.

If, after taking the above steps, PFRS staff has not been able locate a
beneficiary entitled to payment, PFRS shall hold the funds on behalf of
that beneficiary for five years. If the funds are not claimed within five
years, the funds may be transferred into the PFRS reserve fund. If a
beneficiary later appears to claim the funds, the PFRS Board will
consider such claims on a case-by-case basis.

Underpayments of $20 or less will only be paid at the request of the Member.

Periodic Review
1.

Review of this Policy will be conducted by the Audit and Operations Committee not
less than every three years.

The Policy governing the overpayment or underpayment of Member benefits of the Oakland
Police and Fire Retirement System is hereby approved by vote of the Retirement Board, effective
<DATE>

WALTER L. JOHNSON, SR.
PRESIDENT
OAKLAND POLICE & FIRE RETIREMENT SYSTEM BOARD

.

KATANO KASAINE
SECRETARY
OAKLAND POLICE & FIRE RETIREMENT SYSTEM BOARD
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OAKLAND POLICE AND FIRE RETIREMENT SYSTEM
POLICY GOVERNING THE OVERPAYMENT OR UNDERPAYMENT
OF MEMBER RETIREMENT ALLOWANCES
I.

PURPOSE
The purpose of this Policy Governing the Overpayment or Underpayment of Member
Benefits Retirement Allowances (“Policy”) is to set forth procedures for handling the
overpayment and under-paymentunderpayment of Retirement Allowance payments to
members and beneficiaries (“Members”) of the Oakland Police and Fire Retirement
System (“PFRS”).
This Policy is designed for use when a benefit Retirement Allowance
overpayment/underpayment affecting affects an individual or a small groups of Members.
The PFRS Board may implement a different correction process that it determines is
appropriate under special whenever large scale adjustments; such as court orders, charter
interpretation, changes to a Memoranda of Understanding (“MOU”) are necessitated by
this Policy. For the purposes of this Policy, a large scale adjustment is an adjustment
affecting twenty (20) or more Members.
In the event of any inconsistency between applicable law, including any applicable statues
of limitations, and this Policy, the law shall take precedence.

II.
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INTRODUCTION
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The Oakland Police and Fire Retirement Board ("PFRS Board") has a fiduciary obligation
to the retirement fund to conserve fund assets and protect the integrity of the fund for the
benefit of all PFRS members and beneficiaries ("Members") of the Oakland Police and
Fire Retirement System. This duty includes maintaining the tax-qualified status of the
Plan. Therefore, the PFRS Board, acting through its delegated administrative staff
(“Staff”), has a duty to investigate any retirement allowance overpayments or
underpayments promptly and diligently, and to recover overpayments and pay out
underpayments of retirement plan benefits, unless circumstances exist that make it
unreasonable to do so.

Commented [b7]: Reference to tax status seemed out of place
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Members have a right to accurate and timely pension payments. Except as determined by
a court of law or the PFRS Board pursuant to the Policy, no Member may receive or retain
benefit Retirement Allowance payments over the amounts to which the Member is
entitled, and no Member may be deprived of benefit Retirement Allowance payments to
which the Member is entitled to receive. Subject to all applicable laws, it shall be PFRS'
policy to remit to a Member the amount of any underpayment of benefits, and to make
every reasonable effort to recover from a Member the amount of any overpayment of
benefits consistent with the Policy and the procedures established herein by the PFRS
Board.
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III. POLICY
Therefore, It is the policy of the PFRS Board, acting through its delegated administrative
staff (“Staff”), has a duty to investigate any alleged retirement allowance overpayments or
underpayments promptly and diligently, and, consistent with any applicable statues of
limitations, to make every reasonable effort to recover overpayments and pay out
underpayments of rRetirement plan benefits Allowances, unless the PFRS Board
determines, pursuant to the terms of this Policy, that circumstances exist that make it
unreasonable to do so dictate otherwise.
IV.
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PROCEDURES
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A.

Notice

Upon discovery of an overpayment or underpayment, PFRS shall send a Notice of
Overpayment (or Underpayment) of Member Retirement Allowance (“Notice” or
“Notification”) by certified mail, return receipt requested, or by express delivery service, to
each affected Member. The Notice shall provide the information specified in either
Section A1 or Section A2 below, as appropriate.
1. Notice of Underpayment of Member Retirement Allowance
The Notice of Underpayment of Member Retirement Allowance will advise
the Member as follows:
a. The facts and circumstances of the underpayment including details showing
the total amount of the underpayment and how those amounts were
determined.
b. If applicable, a detailed description of any prospective corrections to be
made and the effective date of such corrections.
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c. The amount, method of payment and timing of any back-payment due to the
Member.
Formatted: Font: 12 pt

d. The Member’s right to appeal and the procedures for filing an appeal
provided that the Member shall be given a minimum of thirty (30) days to
file. The Notice will inform the Member that an appeal will not stay
prospective corrections and that it may delay the payment of back-pay
awards.
2. Notice of Overpayment of Member Retirement Allowance
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The Notice of Overpayment of Member Retirement Allowance will advise
the Member as follows:
a.

The facts and circumstances of the overpayment including details
showing the total amount of the overpayment and how those amounts
were determined.

b.

If applicable, a detailed description any prospective corrections to be
made and the effective date of such corrections.

c.

That the full amount of the overpayment must be repaid to PFRS through
selection of one of the following options:

Formatted: Tab stops: 1.25", Left

(1) Option 1 — lump sum payment to PFRS for the full amount
overpaid. Lump sum payment must be made within 30 days of the
Notice.
(2) Option 2 — reduction from monthly benefit payments in the amount
equal to ten percent (10%) of the total overpayment, not to exceed
ten percent (10%) of the Member’s monthly Retirement Allowance,
until paid back in full.
(3) Option 3 — repayment in equal installments over the same length of
time that the overpayments occurred or three years, whichever is
longer.
d.

That Option 2 (10%) will go into effect by default if the Member fails to
choose an alternative option within 30 days following the date of the
Notice.

e.

The procedures by which the Member may claim and apply for a
financial hardship and/or negotiate an alternative repayment plan
pursuant to the terms of the Policy.

f.

The Member’s right to appeal and the procedures for filing an appeal
provided that the Member shall be given a minimum of thirty (30) days
to file. The Notice will inform the Member that an appeal will not stay
prospective corrections and that collection of amounts owed will be
stayed for a maximum of ninety (90) days pending the processing of the
appeal.
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B. Prospective Corrections
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After the discovery and verification of an overpayment or underpayment of
benefitsRetirement Allowances, and after the required written notificationNotification to
the affected Member(s), PFRS will adjust future benefit payments to the Member to reflect
the correct total amount to which the Member is entitled (as indicated below). Prospective
corrections will be implemented at the earliest possible time but no earlier than fifteen (15)
days following the date of Notice. PFRS will also pay or assess the Member as appropriate
for the underpayment or overpayment in a lump sum, installments, adjustments to future
monthly benefit payments, or a combination of these methods to which the Members are
entitled in accordance with this policy and applicable law

Commented [b16]: This provides time to make whatever
banking adjustments that might be required if the Retirement
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C. Collection of Overpayments of Retirement Allowance to PFRS’ Members and
Beneficiaries
1.
PFRS Staff will correct the Member’s recurring monthly overpayment to the
correct amount going forward at the earliest practical time after discovering any
overpayments.
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2. 3. Except as provided below, PFRS will take all reasonable steps to recover the full
amount of all overpayments subject to the provisions of the Policy and applicable
law.
3. 4. Unless the PFRS Board, in its discretion and because of legal or practical
considerations, determines otherwise PFRS will recover overpayments by one of the
following methods: (a) a lump sum payment from the Member,; (b) periodic
installment payments from the Member deduction from the monthly Retirement
Allowance in the amount equal to ten percent (10%) of the total overpayment, not to
exceed ten percent (10%) of the Member’s monthly Retirement Allowance, until
paid back in full,; or, (c) offsetting the amount to be recovered against monthly
benefit payments over a period of time not to exceed three years;. unless the PFRS
Board, in its discretion and because of legal or practical considerations, determines
that another process is warranted.
4. 5. The PFRS Board believes has determined that considerations of cost effectiveness
make it prudent and reasonable to pursue recovery of overpayments only where the
cumulative total amount overpaid to the Member is $20 fifty dollars ($50.00) or
more. Accordingly, the Retirement Plan Administrator (the “Plan Administrator”) is
authorized to not seek recovery of anywrite-off overpayments where the total amount
overpaid to the Member is less than $20 fifty dollars ($50).
5. 6. In addition to the options identified in Section IV A. 2. and IV B 2 of this Policy,
tThe Plan Administrator shall have authority to negotiate/renegotiate and approve the
alternative terms of recoveringfor the recovery of overpayments through
installments, lump sums, or as offsets against monthly benefit payments for
amountswhen the amount of the overpayment is below five thousand dollars
($5,000.00). The Subject to PFRS Board approval, the Plan Administrator may
negotiate alternative terms for the recovery of overpayments must approve
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installment overpayment recovery agreements when the total amount of overpayment
is five thousand dollars ($5,000.00) or more. Among other things, the likelihood of
collection, the cost of collection, the amount of possible recovery and documented
financial hardship of the Member or Member’s estate will be considered by the Plan
Administrator and/or the PFRS Board when agreeing to alternative installment
recovery terms. The Plan Administrator shall have the authority to forgive up to one
hundred dollars ($100.00) of any amount owed. Any forgiveness of debt amounts
owed above One one Hhundred Dollars dollars ($100.00) must be approved by the
PFRS Board.
6. 7. PFRS may pursue all legal remedies to collect overpayments, including making a
claims against an the Member’s estate or trust.
7.

8.

Upon the death of the Member before full repayment of an overpayment has been
made, PFRS shall pursue a claim or claims against the Member’s estate, survivors,
heirs and/or beneficiaries to recover the unpaid amounts.
If a Member dies while making repayments to PFRS, and there is no surviving
spouse who is eligible for a continuing Retirement Allowance, the entire balance of
the amount owed shall become due upon the Member’s death and will be deducted
from the final remittance check if the check has not already been issued and
deposited into the deceased Member’s account. Any remaining unpaid balance shall
be pursued in accordance with this Policy as a claim against the deceased Member’s
estate. Overpayments due shall not be deducted from a Member’s $1,000 death
benefit payment unless there is no designated qualified beneficiary.

Commented [b20]: This seemed somewhat redundant with the
following sections. I am not comfortable with inclusion of the word
“survivors”.

Commented [b21]: I am opposed to the practice of backing
money out of accounts once it has been deposited.

8. 9. If the deceased Member has a surviving spouse who is entitled to a reduced full
continuation of the Member’s monthly benefitRetirement Allowance, the balance
owed at the time of the Member’s death will be collected from future Retirement
Allowance payments at the same rate and on the same schedule as was in place at the
time of the Member’s death. When the surviving spouse is entitled to a reduced
Retirement Allowance, the Plan Administrator has the authority to collect a reduced
monthly amount from the surviving spouse without changing the total amount owed
by the deceased Member; provided that the amount collected shall be reduced by at
least the same percentage that the monthly Retirement Allowance was reduced..
9.

Before collecting an overpayment from the monthly retirement allowance of a
Member without consent, PFRS will give at least 30-day’s notice.

10.

The PFRS Board adopts the following procedures for accomplishing the recovery of
overpaid benefits:

A.

Notification of Overpayment. Upon discovery of an overpayment, PFRS shall send
a Notice of Overpayment of Member Retirement Allowance by certified mail,
return receipt requested, or by express delivery service, to the Member advising the
Member as follows:
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a.

The notice will identify the facts and circumstances of the overpayment and details
showing the total amount of the overpayment.

b.

The notice will request payment to PFRS of the amount overpaid, subject to the
provisions of the Policy.

c.

The notice will provide three options of repayment, one of which may be selected by
the Member:

(1)

Option 1 — lump sum payment to PFRS for the full amount overpaid. Lump sum
payment must be made within 30 days of the notice.

(2)

Option 2 — reduction from monthly benefit payments in the amount equal to ten
percent (10%) of the total overpayment, until paid back in full.

(3)

Option 3 — repayment in equal installments over the same length of time that the
overpayments occurred or three years, whichever is longer. Unless a financial
hardship is approved by the PFRS Board, the installment period shall not exceed 3
years.

d.

The notice and agreement to repay excess benefits will provide that Option 2 (10%)
will go into effect by default if the Member fails to choose an alternative option
within 30 days following the date of the notice.

e.

The notice shall state that dispute of overpayment must be submitted in writing to the
Retirement office within 30 days following the date the notice was sent. This dispute
should include supporting documentation, if applicable.
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D. Payment of Underpayment of Retirement Allowance to Members and
Beneficiaries
1.
When PFRS has underpaid Retirement Allowances, the Member shall be entitled
to a prospective adjustment to his or her Retirement Allowance necessary to correct the
underpayment, as well as a lump sum payment for all past underpayments. The corrective
payment shall be made as soon as is reasonably practicable following PFRS's discovery of
the underpayment and Notice to the Member(s).
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2. 1. If a Member who was underpaid Retirement Allowances has died prior to payment
of the lump sum amount due, the following procedures will be followed:
A.

Deceased Member with a Qualifying Widow/WidowerSpouse for
Survivor’s Continuance
i. If a deceased Member has a qualifying widow/ widowerspouse, the Notice
required by Section IV A of this Policy will be provided to the qualifying
spouse. Future Retirement Allowance payments will be appropriately adjusted
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and the lump-sum payment of past underpayments will be made directly to
that personthe qualified spouse.
B. A. Deceased Member without a Qualifying Widow/WidowerSpouse for
Survivor’s Continuance

2.
V.

i.

If the deceased Member does not have a qualifying spouse and there is
an open probate (i.e., no order for final distribution has been made),
payment will be made to the estate through the personal representative or
other legal process provided for in the Member’s state of residence. The
Notice required by Section IV A of this Policy will be forwarded to the
executor of the estate or probate referee, whichever is appropriate.

ii.

If final distribution of the estate has been made, PFRS will review the
order for final distribution to determine how assets that were unknown at
the time of final distribution are to be distributed under the order. Notice
and Payment payment will then be made in compliance with the order
for final distribution, if possible.

iii.

If the Member’s estate passed into an intervivos inter-vivos trust (living
trust), Notice and the underpayment may be made to the Trustee after
satisfactory inspection of trust documents.

iv.

If probate was not established, Notice and distribution will be made in
accordance with any applicable and valid Affidavit for Payment of
Personal Property pursuant to California Probate Code Section 13101 or
other legal process provided for in the Member’s state of residence.

v.

PFRS staff shall make reasonable efforts to locate the beneficiary
entitled to payment by sending a letter by certified mail, return receipt
requested, to the last known address of each such beneficiary, or by other
means of similar intended effect.

vi.

If, after taking the above steps, PFRS staff has not been able locate a
beneficiary entitled to payment, PFRS shall hold the funds on behalf of
that beneficiary for five years. If the funds are not claimed within five
years, the funds may be transferred into the PFRS reserve fund. If a
beneficiary later appears to claim the funds, the PFRS Board will
consider such claims on a case-by-case basis.

Total Underpayments underpayments of $20 fifty dollars ($50.00) or less will only
be paid at the request of the Member.

Commented [b24]: What if there is no estate, as can be the case
for property held jointly with right of survivorship? Should we have
a paragraph to address circumstances where there is no estate?.

Commented [b25]: Does this cover my question at b23?

Commented [b26]: This almost reads like an escrow account of
some sort. Is that really necessary? Is there an easier way to
account for the funds?

Commented [b27]: I would be comfortable going as high a
$100.

Formatted: Numbered + Level: 1 + Numbering Style: I, II,
III, … + Start at: 5 + Alignment: Left + Aligned at: 0.5" +
Indent at: 1"

Processing of Appeals
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OAKLAND POLICE AND FIRE RETIREMENT SYSTEM
POLICY GOVERNING THE OVERPAYMENT OR UNDERPAYMENT
OF MEMBER RETIREMENT ALLOWANCES
3.
Appeals filed pursuant to this Policy which cannot be resolved informally, will be
processed in accordance with Section 2603 of the City Charter and any procedures
adopted by the PFRS Board for the conduct of such hearings.
IV.

Formatted: Indent: Left: 0.44", No bullets or numbering
Commented [b28]: I think 2603 applies here as the action
would amount to an individual “claim”.

Periodic Review
1.

Review of this Policy will be conducted by the Audit and Operations Committee not
less than every three years.

The Policy governing Governing the overpayment Overpayment or uUnderpayment of Member
benefits Retirement Allowances of the Oakland Police and Fire Retirement System is hereby
approved by vote of the Retirement Board, effective

<DATE>

.

Commented [b29]: General Comments: I would like to see us
adopt a standardized formatting and numbering system for Board
Policies. If not already there, I believe that Board Policies should be
posted to the PFRS web page.
I would like to thank Staff for the work they put into this – it
represents a very solid effort with a complicated and sensitive topic.

WALTER L. JOHNSON, SR.
PRESIDENT
OAKLAND POLICE & FIRE RETIREMENT SYSTEM BOARD

KATANO KASAINE
SECRETARY
OAKLAND POLICE & FIRE RETIREMENT SYSTEM BOARD

I also would like to thank Staff and the members of the Audit
Committee for providing this opportunity for written comment.
bob muszar
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CITY OF OAKLAND

TO:

A GEN DA REPORT
FROM:

Oakland Police and Fire
Retirement Board

SUBJECT: Audit Committee Agenda Pending List

1

2

SUBJECT
Plan Administrator Status Report regarding
status of request to City Administrator to
set up Working Group to Address Actuarial
Funding date of July 1, 2026
Procedures Addressing ( 1) Board Hearings
and (2) Sensitive Personal Information at
public meetings

David Jones
Plan Administrator

DATE: November 19, 2018

PROPOSED
SCHEDULED
MEETINGS

STATUS

VERBAL

Meetings are
Ongoing

12/19/2018

To Be scheduled for
December 2018 Meeting

Respectfully submitted,

~=~:/

David Jones, Plan Administrator
Oakland Police and Fire Retirement System

PFRS Audit Committee Meeting
November 28, 2018

All persons wishing to address the
Board must complete a speaker's card,
stating their name and the agenda item
(including "Open Forum") they wish
to address. The Board may take action
on items not on the agenda only if
findings pursuant to the Sunshine
Ordinance and Brown Act are made
that the matter is urgent or an
emergency.
Oakland Police and Fire Retirement
Board meetings are held in wheelchair
accessible facilities. Contact the
Retirement unit, 150 Frank Ogawa
Plaza, Suite 3332 or call (510) 2387295 for additional information.

INVESTMENT COMMITTEE MEMBERS

Jaime T. Godfrey
Chairman
R. Steve Wilkinson
Member
Martin J. Melia
Member

Retirement Systems
150 Frank H. Ogawa Plaza
Oakland, California 94612

AGENDA

*In the event a quorum of the Board
participates in the Committee meeting, the
meeting is noticed as a Special Meeting of
the Board; however, no final Board action
can be taken. In the event that the
Investment Committee does not reach
quorum, this meeting is noticed as an
informational meeting between staff and
the Chair of the Investment Committee.

REGULAR MEETING of the INVESTMENT AND FINANCIAL MATTERS COMMITTEE
of the OAKLAND POLICE AND FIRE RETIREMENT SYSTEM (“PFRS”)

Wednesday, November 28, 2018 – 10:00 am
One Frank H. Ogawa Plaza, Hearing Room 1
Oakland, California 94612

- - - ORDER OF BUSINESS - - 1. Subject:
From:

PFRS Investment Committee Meeting Minutes
Staff of the PFRS Board

Recommendation: APPROVE October 31, 2018 Investment Committee
meeting minutes.
2.

Subject:
From:

3.

Investment Manager Performance Review – Fisher
Investments
Fisher Investments

Recommendation:

ACCEPT an Informational Report regarding review of
Fisher Investments, a PFRS International Equities
Investment Manager.

Subject:
From:

Investment Manager Overview – Fisher Investments
Pension Consulting Alliance (PCA)

Recommendation:

ACCEPT an Informational Report regarding the evaluation
and review of Fisher Investments, a PFRS International
Equities Investment Manager.

4. Subject:
From:

Investment Market Overview
Pension Consulting Alliance

Recommendation: ACCEPT an informational report on the global investment
markets through November 2018.

Page 1 of 2

OAKLAND POLICE AND FIRE RETIREMENT SYSTEM
REGULAR INVESTMENT COMMITTEE MEETING
NOVEMBER 28, 2018
ORDER OF BUSINESS, continued
5. Subject:
From:

$14.2 million 1st Quarter 2019 Member Benefits
Drawdown
Staff of the PFRS Board & Pension Consulting Alliance

BOARD
APPROVAL
of
PCA
Recommendation: RECOMMEND
recommendation of $14.2 million drawdown, which
includes an $11.2 million contribution from the City of
Oakland and a $3.0 million contribution from the PFRS
Investment Fund, to be used to pay for January 2019
through March 2019 member retirement benefits.
6. Subject:
From:

Investment Fund Performance Report for the Quarter
Ending September 30, 2018
Pension Consulting Alliance

Recommendation: RECOMMEND BOARD APPROVAL of the Investment
Fund Performance Report for the Quarter Ending
September 30, 2018.
7. Subject:

From:

Resolution No. 7033 - Resolution modifying the
agreement with Parametric Portfolio Associates, LLC
to provide Covered Calls asset class investment
manager services for the City of Oakland Police and
Fire Retirement System Board in order to (1) provide
for unlimited one-year extension options under in
section IV, subsection B; and (2) to exercise a one-year
option to extend the agreement commencing
December 23, 2018 through December 23, 2019
Staff of the PFRS Board

Recommendation: RECOMMEND BOARD APPROVAL of Resolution No.
7033 - Resolution modifying the agreement with Parametric
Portfolio Associates, LLC to provide Covered Calls asset
class investment manager services for the City of Oakland
Police and Fire Retirement System Board in order to (1)
provide for unlimited one-year extension options under in
section IV, subsection B; and (2) to exercise a one-year
option to extend the agreement commencing December
23, 2018 through December 23, 2019.
8. Schedule of Pending Investment Committee Meeting Agenda Items
9. Future Scheduling
10. Open Forum
11. Adjournment of Meeting
Page 2 of 2

PFRS Investment & Financial Matters Committee Minutes
October 31, 2018
Page 1 of 3
AN INVESTMENT AND FINANCIAL MATTERS COMMITTEE MEETING of the Oakland
Police and Fire Retirement System (“PFRS”) was held October 31, 2018 in Hearing Room
1, One Frank Ogawa Plaza, Oakland, California.
Committee Members Present: • Jaime T. Godfrey, Chairman
• R. Steven Wilkinson, Member
• Martin J. Melia, Member
Additional Attendees:

• David Jones, Plan Administrator
• Pelayo Llamas, PFRS Legal Counsel
• David Low & Teir Jenkins, Staff Members
• David Sancewich & Sean Copus, Pension Consulting Alliance

The meeting was called to order at 10:09 am.
1. Approval of Investment Committee meeting minutes – Member Melia made a
motion to approve the September 26, 2018 Investment Committee meeting minutes,
second by Member Wilkinson. Motion passed.
[ GODFREY – Y / MELIA – Y / WILKINSON – Y ]
(AYES: 3 / NOES: 0 / ABSTAIN: 0)

2. Investment Market Overview – Sean Copus from Pension Consulting Alliance (PCA)
reported on the global economic factors affecting the PFRS Fund. Member Melia
made a motion accept the Informational Report from PCA, second by Member
Wilkinson. Motion passed.
[ GODFREY – Y / MELIA – Y / WILKINSON – Y ]
(AYES: 3 / NOES: 0 / ABSTAIN: 0)

3. Preliminary Investment Fund Performance Report for the Quarter Ending
September 30, 2018 – Mr. Copus reported the results of the preliminary investment
fund performance report for the Quarter ending September 30, 2018. Member
Wilkinson made a motion to accept the informational report from PCA, second by
member Melia. Motion passed.
[ GODFREY – Y / MELIA – Y / WILKINSON – Y ]
(AYES: 3 / NOES: 0 / ABSTAIN: 0)

4. Resolution No. 7028 – Hiring of a Domestic Defensive Equity Asset Class
Investment Manager – Member Melia made a motion to recommend Board approval
of Resolution No. 7028 – a resolution authorizing a professional service agreement
with SPI Strategies, LLC to serve as investment manager of the U.S./Domestic
Defensive Equity asset class for the Oakland Police and Fire Retirement System over
the term of five (5) years at a fee rate not to exceed 0.5 percent of the portfolio’s assets
value each year, second by member Wilkinson. Motion passed.
[ GODFREY – Y / MELIA – Y / WILKINSON – Y ]
(AYES: 3 / NOES: 0 / ABSTAIN: 0)

PFRS Investment & Financial Matters Committee Minutes
October 31, 2018
Page 2 of 3
5. Resolution No. 7027 – Resolution authorizing the execution of an amendment
to extend the Master Custody Agreement with the Northern Trust Company to
perform Custodian Bank Services for PFRS for a three-year period ending
September 30, 2021, at annual fees of $116,500 – Member Melia made a motion to
recommend board approval of Resolution No. 7027 – a resolution authorizing the
execution of an amendment to extend the Master Custody Agreement with the
Northern Trust Company to perform Custodian Bank Services for PFRS for a threeyear period ending September 30, 2021, at annual fees of $116,500, second by
member Wilkinson. Motion passed.
[ GODFREY – Y / MELIA – Y / WILKINSON – Y ]
(AYES: 3 / NOES: 0 / ABSTAIN: 0)

6. Follow-up review and recommendation of Board action regarding Hansberger
Growth Investors, a PFRS International Equity Investment Manager – Mr. Copus
presented PCA’s overview of their recommendation to continue to keep Hansberger
Growth Investors on “watch” status. Following some Committee discussion, Member
Melia made a motion (1) to recommend Board approval of keeping Hansberger
Growth Investors on “watch” status, and (2) to bring Hansberger Growth Investors
status before the Committee for a follow-up quarterly review, second by member
Wilkinson. Motion passed.
[ GODFREY – Y / MELIA – Y / WILKINSON – Y ]
(AYES: 3 / NOES: 0 / ABSTAIN: 0)

The committee instructed staff to begin the planning of an international equities
investment managers review for a future meeting.
7. Follow-up review and recommendation of Board action regarding Reams Asset
Management, a PFRS Core Plus Fixed Income Investment Manager – Sean
Copus presented PCA’s overview of their recommendation to remove Reams Asset
Management from “watch” status. Following some discussion, Member Melia made a
motion to recommend Board approval removing Reams Asset Management from
“watch” status, second by member Wilkinson. Motion passed.
[ GODFREY – Y / MELIA – Y / WILKINSON – Y ]
(AYES: 3 / NOES: 0 / ABSTAIN: 0)

8. Investment Committee Pending Agenda Items – The investment committee and
PCA discussed the upcoming agenda items scheduled on PCA’s future meeting’s
agenda.
9. Future Scheduling – The next Investment Committee meeting was scheduled for
November 28, 2018.

PFRS Investment & Financial Matters Committee Minutes
October 31, 2018
Page 3 of 3
8. Open Forum – Katano Kasaine introduced David Jones as the new PFRS Plan
Administrator. Mr. Jones presented his background and experience to the Investment
committee.
9. Adjournment of Meeting – The meeting adjourned at 10:37 am.

JAIME T. GODFREY, COMMITTEE CHAIRMAN

DATE
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FISHER INVESTMENTS
FIRM UPDATE
Assets Under Management
Firm-wide:
$103 Billion
$42 Billion*
◦Fisher Investments Institutional Group (FIIG)
Non-US:
$8.2 Billion
◦Non-US Equity Strategies
◦Emerging Markets Equity Strategies
$16.9 Billion
Global:
◦Global Equity Strategies
$6.2 Billion
US:
$10.9 Billion
◦US Equity Strategies
2004-2017 Average Annual Institutional Client Asset Retention** = 97.1%
*The total of firm assets (FIIG AUM) in the table may not match the sum of the strategy assets due to rounding. **Average of each year’s client retention rate
where client retention rate = 1- [sum of(assets terminated in year/average total assets in year)]/number of years.

Your Client Service Professionals

PAGE
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Ben Kothe

Kate Rorer

Vice President, Relationship Manager

Vice President, Consultant Relations

800.851.8845

800.851.8845

b.kothe@fi.com

k.rorer@fi.com

As of 09/30/2018.
Fisher Investments is wholly-owned by Fisher Investments, Inc. Since inception, Fisher Investments, Inc. has been 100% Fisher-family and employee-owned, currently having several shareholders and
over 60 equity option holders. Please see the Firm Disclosure in the Appendix.
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REPRESENTATIVE CLIENT LIST
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As of 09/30/2018. The clients, fund investors, and beneficiaries of fund investors included on this list were chosen for their recognizability and their permission to be listed, and not for their account
performance. It is not known whether those listed approve or disapprove of Fisher Investments, its subsidiaries or the advisory service provided.
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REPRESENTATIVE CLIENT LIST
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INVESTMENT POLICY COMMITTEE
Ken Fisher
Executive Chairman & Co-Chief Investment Officer
• Founder of Fisher Investments.
• Recognized by Investment Advisor magazine as one of the 30 most influential people in the industry over the past 30
years.

Jeffery Silk
Vice Chairman & Co-Chief Investment Officer
• Joined Fisher Investments in 1983.
• Served as Director of Trading and Operations until 1996, when he became President and COO until 2005. Since 2005
he has served as Vice Chairman and in 2012 he became Co-Chief Investment Officer.

William Glaser
Executive Vice President of Portfolio Management
• Joined Fisher Investments in 1999.
• Responsible for the oversight and management of the Portfolio Management Group.

Michael Hanson
Senior Vice President of Research
• Joined Fisher Investments in 2002.
• Served as a Securities Research Team Leader, Capital Markets Team Leader and is the author of six books.
Aaron Anderson
Senior Vice President of Research
• Joined Fisher Investments in 2005.
• Served as a Capital Markets Team Leader, Innovation Manager and contributing editor of MarketMinder.com.
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As of 09/30/2018. Please see additional disclosures in the Appendix.
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RESEARCH GROUP
STRUCTURE AND FUNCTIONS
Investment Policy Committee
Theoretical
Portfolio
Research
Implementation

Applied Research

Capital Markets
Research Team

Securities
Research Team

Capital Markets
Innovation Team

Team Leader

Team Leader

Team Leader

Analysts

Analysts

Analysts

 Global Macro Economic,
Political, Sentiment Analysis
 Theme Development
 Regional / Country Coverage

 Fundamental Security Analysis
 Global Sector / Industry Coverage
 Monitor Portfolio Holdings

Associates
 Development / Modification of Portfolio Drivers
 Quantitative Investment Analysis
 Risk Management, Measurement and Modeling
 Performance Attribution

PAGE
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INVESTMENT PROCESS
OVERVIEW

Portfolio Drivers

Capital Markets Research Team
Investment Policy Committee

COUNTRY, SECTOR, THEMATIC WEIGHTS

Prospect List Definition

Investment Policy Committee

PROSPECT LIST

Stock Selection

Securities Research Team
Investment Policy Committee

STOCK
PAGE

PAGE
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PORTFOLIO DRIVERS
COUNTRY, INDUSTRY AND THEMATIC EXPOSURES

Driver Category

Economic

Political

Sentiment

Portfolio Drivers

Yield Curve Spreads
Access to Credit
Relative GDP Growth
Monetary Base/ Growth
Currency Strength
Relative Interest Rates
Inflation
Debt Level
Leading Economic Indicators
Global Capacity
Infrastructure
M&A, Issuance and Repurchase
Taxation
Property Taxes
Structural Reform
Privatisation
Trade/Capital Barriers
Current Account
Government Stability
Political Turnover
Mutual Fund Flows
Relative Style, Asset Class, Valuation
and Performance
Media Coverage
Institutional Searches
Consumer Confidence
Foreign Investments
Professional Investor Forecasts
Momentum Cycle Analysis
Risk Aversion
Fundamental v. Behavioural Factor
Analysis

Information Sources

Frequency of Change

Analytical Approach

Periodic
(weekly, monthly, quarterly,
annually)

Using econometrics and statistical
relations, seek historically unusual
or extreme driver outputs
underappreciated by the
marketplace

Ad hoc

Marginal rate of change analysis of
political developments
incorporating both quantitative and
qualitative inputs

Periodic, Ad hoc

A contrarian analysis of investor
sentiment incorporating both
quantitative and qualitative inputs

Government agency, central bank,
supranational and industry organisations'
periodic releases
Global economic and securities
databases including Worldscope,
Datastream, IBES, Compustat, Global
Vantage, Factset, S&P, MSCI, Russell,
Global Financial Data, Clarifi and
proprietary databases
Industry and trade group publications

Over 100 financial and popular media
periodicals and extensive online
information monitoring
Political and economic databases

Over 100 financial and popular media
periodicals and extensive online
information monitoring
Asset management industry publications
and databases
Proprietary samplings of investor
sentiment
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PAGE

13

13

PROSPECT LIST DEFINITION AND STOCK SELECTION
FROM COUNTRY, SECTOR AND THEMATIC WEIGHTS TO THE PORTFOLIO
Prospect List Definition

COUNTRY, SECTOR, THEMATIC WEIGHTS
MICRO PORTFOLIO EXPOSURES
•
•
•

Country/Sector Intersections
Global Industry/ Sub-Industry
Capitalization/ Valuation Targets

Liquidity, and Solvency Screen
Outlier Analysis

 Which categories and characteristics are appealing?

 Which companies have liquidity or insolvency risk?
 Are any companies inconsistent with the category or peer group

PROSPECT LIST
 What are the company’s competitive advantages?

Stock Selection

Strategic Attribute
Identification

Strategic Attribute
Preferences
Attribute Execution
Analysis
Relative Valuation
Analysis
Risk
Assessment

STOCK
PAGE
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Strategic Attribute Examples
 Brand Names
 Market Share
 Cost of Production
 Proprietary Technology
 Balance Sheet Strength

 Strategic Relationships
 Turnaround Story
 Barriers to Entry
 Consolidator
 Regional Advantage

 Restructuring Plan
 Innovator
 Strong Product Pipeline
 Niche Market
 Other Industry Specific Attributes

 Which strategic attributes best leverage our top down views?

 How is the company taking advantage of its strategic attribute?

 Has the market fully discounted the company’s advantages in its share price?
Red Flag Examples

 What are the material risks to the stock?
Operational
 Customer concentration
 Sole source supplier
 Executive departures
 Regulatory and legal risks

ESG
 Environmental liability
 Labor relations
 Corporate stewardship

Market & Security
 Stock ownership concentration
 Pending corporate actions
 Accounting irregularities
 Market Access

The stock selection process presented herein is for illustrative purposes only. It should not be assumed that it represents, on its own, the sole method used by Fisher
Investments to make investment recommendations. Other techniques may produce different results, and the results for individual clients and for different periods
may vary depending on market conditions and the composition of their portfolios.
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OAKLAND POLICE & FIRE RETIREMENT SYSTEM
PERFORMANCE
Mandate

All Foreign Equity

Benchmark

MSCI ACWI ex US

Market Value, as of 09/30/2018

$16,418,938
Q3

YTD

3 Year
(Annualized)

5 Year
(Annualized)

Since Inception
03/31/2011
(Annualized)

Since Inception
03/31/2011
(Cumulative)

Oakland PFRS (Gross)

1.5%

-2.2%

11.0%

5.8%

5.0%

44.4%

Oakland PFRS (Net)

1.3%

-2.7%

10.1%

5.0%

4.3%

36.7%

MSCI ACWI ex US

0.7%

-3.1%

10.0%

4.1%

3.7%

31.3%

Excess Return (Net)

0.6%

0.4%

0.1%

0.9%

0.6%

5.4%

Excess $ Return (Net)

$893,002

Fisher Investments All Foreign Equity vs. Peers*
Performance Quartiles
(Excess Returns)

0%
25%
Median
75%
100%

3 Years
25th Pe rce ntile
Me dian
75th Pe rce ntile
Numbe r of Obse rvations
Exce ss Re turn
Fishe r Inve stme nts Pe rce ntile
Information Ratio
Fishe r Inve stme nts Pe rce ntile

1.22%
-0.09%
-1.54%
61
0.90%
28%
0.30%
31%

*Trailing 3-year data as of 9/30/2018
PAGE
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Performance is preliminary. Preliminary performance is subject to the final reconciliation of accounts and deduction of any outstanding advisory fees, which will have the effect of lowering performance
by the amount of the deductions. Performance is inclusive of dividends, royalties, interest and other forms of accrued income and may reflect end of month adjustments, such as unsettled trades, accrued
interest, and/or dividends that may have not yet been applied to your account at the custodian. Returns are net of advisory fees, unless otherwise noted, and inclusive of brokerage or other
commissions. Sources: Eagle Investment Systems, LLC & FactSet. As of 09/30/2018. Competitor data sources: eVestment as of 09/30/2018. Universe: eVestment ACWI ex-US Large Cap Core Equity
universe, Long Only, Active, Returns in US Dollar, Gross of Fees.
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PERFORMANCE ATTRIBUTION
YEAR TO DATE
Country Selection: Slight Net Positive
France

Overweight
Underweight

South Africa
Brazil
Turkey
Norway
Finland
Switzerland
Indonesia
Germany
Japan

-1.50%

-1.00%

-0.50%
0.00%
0.50%
Performance Contribution Relative to the MSCI ACWI ex US Index

1.00%

1.50%

1.00%

1.50%

Sector Selection: Net Positive
Health Care

Overweight
Financials

Underweight

Real Estate
Consumer Discretionary
Telcom Services
Materials
Industrials
Consumer Staples
Utilities
Information Technology
Energy

-1.50%

-1.00%

-0.50%

0.00%

0.50%

Performance Contribution Relative to the MSCI ACWI ex US Index

Stock Selection: Slight Net Positive
Information Technology
France
United Kingdom
Australia
Consumer Discretionary
Spain
Germany
Japan
Health Care
China
Financials

-1.50%

PAGE
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-1.00%

-0.50%

0.00%

0.50%

Performance Contribution Relative to the MSCI ACWI ex US Index

From 01/01/2018 through 09/30/2018 excluding cash. Source: Eagle Investment Systems LLC and Factset.

1.00%

1.50%
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COUNTRY ALLOCATION
OAKLAND PFRS VS. MSCI ACWI EX US
Country
France
Germany
Netherlands
United Kingdom
Brazil
Norway
Denmark
Belgium
Mexico
Italy
Indonesia
Taiwan
China
South Korea
Thailand
Finland
Spain
India
Singapore
Russia
Australia
Sweden
South Africa
Hong Kong
Switzerland
Other*
Canada
Japan
-6.5%

Relative Weight
8.8%
4.2%
3.7%
3.6%
1.1%
1.0%
0.9%
0.9%
0.9%
0.9%
0.9%
0.5%
0.2%
-0.1%
-0.6%
-0.7%
-0.7%
-0.8%
-0.9%
-0.9%
-1.0%
-1.2%
-1.5%
-1.7%
-2.8%
-3.6%
-4.5%

Oakland
PFRS

MSCI
ACWI
ex-US

16.5%
10.7
6.0
15.6
2.6
1.5
2.1
1.6
1.7
2.5
1.4
3.5
7.8
3.6
0.0
0.0
1.3
1.3
0.0
0.0
3.6
0.7
0.0
0.7
2.9
0.0
2.1
10.4

7.7%
6.5
2.3
12.0
1.5
0.5
1.2
0.7
0.8
1.6
0.5
3.0
7.6
3.7
0.6
0.7
2.0
2.1
0.9
0.9
4.6
1.9
1.5
2.4
5.7
3.6
6.6
16.9

*Other by (Benchma rk Weight %, Rela tive Weight %): Malaysia (0.6 -0.6), Israel (0.4 -0.4), Ireland (0.4 -0.4), Chile (0.3 -0.3), Poland (0.3 -0.3), Philippines (0.2 0.2), Qa ta r (0.2 -0.2), Austria (0.2 -0.2), United Ara b Emira tes (0.2 -0.2), Turkey (0.2 -0.2), Colombia (0.1 -0.1), Greece (0.1 -0.1), Hungary (0.1 -0.1), New
Zea la nd (0.1 -0.1), Portuga l (0.1 -0.1), Peru (0.1 -0.1)
PAGE
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PAGE
Percent of portfolio market value that is allocated to a given country, excluding cash. As of 09/30/2018. MSCI ACWI ex-US allocation sources: Eagle Investment Systems LLC & FactSet.
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SECTOR AND INDUSTRY ALLOCATION
OAKLAND PFRS VS. MSCI ACWI EX US

Sector
Information Technology
Industrials
Health Care
Energy
Telecom Services
Materials
Consumer Staples
Consumer Discretionary
Utilities
Real Estate
Financials
-5.3%

Relative Weight
11.5%
1.0%
1.0%
1.0%
0.4%
-0.9%
-0.9%
-1.8%
-2.9%
-3.1%

Top Five Industry Over/Underweights
Semiconductors & Semiconductor Equipment
Software
Textiles Apparel & Luxury Goods
Aerospace & Defense
Technology Hardware
Chemicals
Diversified Telecom Services
Real Estate Management and Development
Automobiles
Insurance
-4.5%

Relative Weight
5.0%
4.0%
3.0%
2.6%
1.9%
-1.9%
-1.9%
-1.9%
-2.0%

Oakland
PFRS

MSCI
ACWI
ex-US

19.9%
12.9
9.5
8.7
7.9
7.2
8.6
8.6
0.0
0.0
16.7

8.4%
11.9
8.5
7.7
7.5
8.1
9.5
10.4
2.9
3.1
22.0

Oakland
PFRS

MSCI
ACWI
ex-US

7.3%
5.1
4.7
3.7
3.6
1.7
0.0
0.0
0.8
0.7

2.3%
1.1
1.7
1.1
1.7
3.6
1.9
1.9
2.8
5.2
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PAGE
Percent of portfolio market value that is allocated to a given sector and industry, excluding cash. As of 09/30/2018. MSCI ACWI ex-US allocation sources: Eagle Investment Systems LLC & FactSet.
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PORTFOLIO CHARACTERISTICS
OAKLAND PFRS VS. MSCI ACWI EX US

Characteristics

Oakland PFRS

MSCI ACWI ex US

72

2,166

Weighted Average ($ Billions)

117.7

68.7

Trailing Price/Earnings

15.8

13.9

Price/Book Value

2.3

1.9

Price/Sales

1.5

1.2

Dividend Yield (%)

2.8

3.0

Holdings
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PAGE
As of 09/30/2018. Sources: Eagle Investment Systems LLC & FactSet.
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MARKET OUTLOOK 2018
 Expect the bull market to continue
 Pullback consistent with a typical correction
 Volatility is normal—2017 was an outlier
 Inflation and trade-war fears are overblown
 Equities usually accelerate in bull markets’ final third
 The global economy is in full expansion mode
 Corporate earnings growth remains very strong
 US midterms historically a positive market catalyst
 Emerging Markets selloff is overdone
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CORRECTIONS DURING BULLS ARE COMMON

MSCI World

Corrections are short, steep and unexpected—often vanishing as quickly as they appear. They are a
common—and healthy—feature of bull markets, even during great years. In our view, the year’s selloff
exhibited the classic characteristics of a correction.
-20.5%
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-11.0%
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-9.4%

-12.5%

-16.7%
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PAGE

-13.2%

-9.5%
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Source: FactSet as of June 2018, based on the MSCI World index price level.
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VOLATILITY DOESN’T PREDICT RETURNS
Higher volatility than 2017 is normal and is not predictive of equity returns.

225
Number of 1% Up or Down Days by Calendar Year
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Source: Global Financial Data, S&P 500 price returns as of August 2018.
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2015

2017
PAGE
25

BULL MARKETS GO OUT WITH A BANG
Bull markets typically have steep gains early, flatten out in the middle, and reaccelerate upward in the
final third.

100%

Historical Bull Markets, 1932-2007
Bull markets typically
pause before
reaccelerating.

75%

50%

25%

0%
0%
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10%
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30%

40% 50% 60%
Duration of Bull

70%

80%

90%

100%

Source: FactSet, Inc., Global Financial Data, Inc.; “Historical Bull Markets” includes bulls from June 1932 - October 2007. Bull markets before 1990 rounded to nearest month to match GFD’s S&P
500 Total Return extended data.
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BROAD-BASED GLOBAL GROWTH
This economic expansion is notable in its persistence and breadth, with nearly all MSCI World and MSCI
EM constituent countries reporting positive economic growth.

% of Countries Reporting Positive Y/Y GDP Growth
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Source: FactSet, based on number of constituent MSCI World and MSCI EM countries seeing positive y/y GDP growth as of June 2018.
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GLOBAL EARNINGS ARE GROWING
Strong corporate earnings growth should continue into 2019.

35%

Actual

30%

30%
25%

21%
21%

22%

20%
15%
10%
5%

Forecast

19%

14%
12%
6%
3%
2%

12%

11%
9%
7%

3%

4%5%

3%

6%

9%
7% 7%

0%
-5%
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-8%
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Source: FactSet, Inc., Earnings Scorecard: Y/Y MSCI World Blended Earnings Growth. Earnings from Q3 2018-Q3 2019 are based on net income weighted estimated
earnings growth as of June 2018.
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THE 87% MIRACLE
Historically, equities have done well in the quarter of and subsequent to US midterm elections as
political uncertainty dissipates.
Midterm & Subsequent Years by Quarter
Midterm

Midterm

Midterm

Midterm

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Q4

1926

-9.1%

8.9%

10.1%

2.0%

4.6%

7.3%

16.1%

5.2%

1930

18.4%

-17.8%

-8.2%

-16.4%

10.2%

-9.9%

-33.6%

-14.8%

Midterm Year
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Subsequent Subsequent Subsequent Subsequent

1934

7.4%

-8.0%

-6.2%

5.4%

-9.9%

22.1%

14.4%

17.0%

1938

-17.8%

38.5%

7.3%

9.0%

-16.0%

0.0%

21.4%

-2.9%

1942

-5.9%

5.8%

8.5%

12.1%

20.1%

8.0%

-0.9%

-2.1%

1946

5.1%

2.9%

-18.0%

3.5%

0.3%

1.5%

0.5%

2.7%

1950

4.9%

4.0%

11.9%

6.9%

6.7%

-0.3%

12.8%

3.8%

1954

10.1%

9.8%

11.9%

12.6%

2.8%

13.3%

7.5%

5.1%

1958

6.4%

8.5%

11.6%

11.2%

1.2%

6.3%

-2.0%

6.1%

1962

-2.1%

-20.6%

3.7%

13.1%

6.4%

5.0%

4.2%

5.4%

1966

-2.7%

-4.3%

-8.8%

5.9%

13.2%

1.3%

7.5%

0.5%

1970

-1.8%

-18.0%

17.1%

10.3%

9.7%

0.2%

-0.6%

4.6%

1974

-2.8%

-7.6%

-25.2%

9.3%

23.0%

15.4%

-10.9%

8.6%

1978

-4.9%

8.5%

8.7%

-5.0%

7.1%

2.6%

7.6%

0.1%

1982

-7.3%

-0.6%

11.5%

18.3%

10.0%

11.1%

-0.2%

0.4%

1986

14.1%

5.9%

-7.0%

5.6%

21.3%

5.0%

6.6%

-22.5%

1990

-3.0%

6.3%

-13.7%

9.0%

14.5%

-0.2%

5.3%

8.4%

1994

-3.8%

0.4%

4.9%

0.0%

9.7%

9.5%

7.9%

6.0%

1998

13.9%

3.3%

-9.9%

21.3%

5.0%

7.0%

-6.2%

14.9%

2002

0.3%

-13.4%

-17.3%

8.4%

-3.1%

15.4%

2.6%

12.2%

2006

4.2%

-1.4%

5.7%

6.7%

0.6%

6.3%

2.0%

-3.3%

2010

5.4%

-11.4%

11.3%

10.8%

5.9%

0.1%

-13.9%

11.8%

2014

1.8%

5.2%

1.1%

4.9%

1.0%

0.3%

-6.4%

7.0%

2018

-0.8%

3.4%

7.7%

Average Positive

7.7%

8.0%

8.9%

9.3%

8.7%

6.9%

8.3%

6.7%

Average Negative

-5.2%

-10.3%

-12.7%

-7.1%

-9.7%

-3.5%

-8.3%

-9.1%

% Positive

50.0%

58.3%

62.5%

87.0%

87.0%

87.0%

60.9%

78.3%

Source: Global Financial Data from January 1926 to September 2018, based on S&P 500 total return using quarterly data points.
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KEY DEVELOPED MARKETS POSITIONING
Our highest conviction views on developed market regions

 Overweight Europe
 Underweight United States
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YEARS OF EUROPEAN ECONOMIC STABILITY
The region has experienced twenty one consecutive quarters of positive growth, and purchasing
managers indexes (PMI) are in expansionary territory across the board.

4%

Q/Q GDP Change (Annualized)

2%
0%
-2%
2011

2012

2013

2014

Manufacturing

60

2015

Services

2016

2017

2018

Composite

Above 50: Expansionary

55
50
45
40

Below 50: Contractionary
2010
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2014

2015
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2017

2018

Top chart source: FactSet, Inc.; eurozone quarterly annualized real GDP from January 2011 to June 2018. Based on quarterly data points. Bottom Chart source: FactSet Inc.; eurozone Purchasing
Managers Indexes from January 2010 to August 2018.
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ECONOMIC DATA IS RECOVERING
European economic data in Q3 has recovered from missed expectations earlier in the year, and EMU
PMIs remain well in expansion territory. Strong leading indicators tend to bode well for future equity
performance.

EMU PMI (Left Axis)
60

Expansion

PMI Above 50 = Expansion
PMI Below 50 = Decline

EMU Economic Surprise (Right Axis)
100
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Expanding

55

50
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0
Economic Surprise Above 0 = Beat Expectations
Economic Surprise Below 0 = Missed Expectations

45
40
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Apr 2018
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Top chart sources: Citigroup Economic Surprise Index, Markit and FactSet as of August 2018. Bottom chart sources: FactSet and The Conference Board as of July 2018. Euro area LEI of European
Economic and Monetary Union (EMU) relative to US, UK, and Japan LEI. MSCI EMU and World price index returns January 2002 – July 2018. Copyright The Conference Board, Inc. Content
reproduced with permission.
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STRONG EUROPEAN BANK BALANCE SHEETS
European banks’ balance sheets are strong given high levels of capital and falling non-performing
loans.

Capital-to-Assets Ratio

9%
8%
7%
6%
5%
2003

2005

2007

9%

2009

2011

2013

2015

2017

EU NPLs

6%
3%
0%
2003
PAGE
33

2005

2007

2009

2011

Top chart source: FactSet & European Central Bank as of July 2018. Bottom chart source: Bloomberg as of June 2018.
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EUROPEAN LENDING IMPROVING
Loan growth has been steadily increasing and European bankers are more willing to lend than their US
counterparts, as measured by the Senior Loan Officer Opinion Survey.
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Y/Y Loan Growth
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-20%

A disconnect
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2015

-40%
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Top chart source: FactSet as of August 2018. Bottom chart source: US Federal Reserve and ECB Senior Loan Officer Survey (SLOOS) of willingness to lend as of August 2018.
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COOLING US LENDING ENVIRONMENT
Though still positive, both the yield curve spread and total loan growth have decelerated in the US.

US Trailing 10Y-3M Bond Spread
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Top Chart source: FactSet, as of August 2018. Shows 10Year minus 3 Month Government bond spreads. Bottom Chart source: FactSet, as of August 2018. Shows Loans and Leases in Bank Credit.
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KEY EMERGING MARKETS POSITIONING
Our highest conviction views on emerging market regions

 South Korea benefits from global growth & tech leadership
 Eastern Europe benefits from Western Europe’s strength
 Mexico’s political and trade fears are overblown
 Turkey’s economic issues unlikely to cause global contagion
 Overweight services-oriented Chinese sectors
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SOUTH KOREA BENEFITS FROM TRADE & TECH
Global expansion drives demand for Korea’s exports—supporting Korean equities.
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Korean equities are dominated by high margin Info Tech relative to EM peers.
% of Index Weight in Info Tech
50%
50% Gross Margin (Trailing 12 Month Avg.)
40%

40%

30%

30%

20%

20%

10%

10%

0%

0%
MSCI EM

PAGE
37

Source: FactSet as of August 2018.

MSCI South Korea

MSCI EM IT
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EM EUROPE’S PROXIMITY EFFECT
EM Europe outperformance is highly correlated to developed Europe leadership.

MSCI Eastern Europe ex Russia / MSCI EM

1.5

MSCI EMU / MSCI World

1.2
0.9
0.6
2003 2004 2005 2006 2007 2008 2010 2011 2012 2013 2014 2015 2017 2018
Performance in eastern Europe is heavily linked to developed Europe’s demand growth.
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Top chart source: FactSet as of August 2018. Data indexed to 1 on January 2003. Bottom Chart source: FactSet and IMF Direction of Trade Statistics. Performance as of August 2018. Trade data as of
May 2018.
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MORENA LACKS VOTES TO REVERSE REFORMS
In Mexico, the leftist coalition led by Morena comfortably won the Presidency, however it likely lacks
the two-thirds vote in both houses to reverse reforms enacted by the prior administration.
Morena Coalition

Other Parties (i.e. PRI, PAN)

Senate

60 se ats

68 se ats

Reversing major
reforms requires
2/3rds majority

Chamber of Deputies

307 se ats
193 se ats
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Source: Instituto Nacional Electoral as of July 2nd, 2018. Based on 92% of votes counted.
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DISTRACTING FROM STRONG FUNDAMENTALS
Reformed banking regulation in Mexico has supported strong loan growth and low levels of nonperforming loans in a country that is underbanked. Additionally, the Mexican peso, adjusted for
purchasing power parity, is trading at levels near the 1994 Tequila crisis – an overreaction to US politics.

Mexico Recession
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Top chart source: Bank of Mexico as of July 2018. Middle chart source: FactSet as of June 2018. Bottom chart source: OECD, ECRI, and FactSet as of August 2018.
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NO SIGNS OF TURKISH CONTAGION
Turkey represents a miniscule portion of global GDP. Potential spillover effects are further limited by
Turkey’s small share of trade with the world’s largest economies.

1.5%

Turkey as a % of World GDP
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1.05%
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0.0%
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Total International Trade
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China

0.69%

European Union

1.37%

Total Trade with Turkey

Top chart source: World Bank as of December 2017. World Development Indicators, Gross Domestic Product January 1960 – December 2017. Bottom charts source: World Integrated Trade Solutions
as of December 2015. Based on most recently available annual data for all countries. Total international trade is the sum of each country's imports and exports.
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CHINA: THE OLD VS THE NEW
Old industries see higher state involvement and likely underperform new industry peers in
consumption-oriented sectors.
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Relative Performance: "Old" vs "New" Industries
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Source: FactSet as of August 2018. Old industries are industrial, commodity, and heavy state-influenced sectors. New industries include consumption-oriented sectors.

2018

PAGE
42

SERVICES AND CONSUMERS DRIVE GROWTH
Chinese GDP is increasingly driven by services and consumption. Retail sales maintain strong growth,
underscoring the strength of Chinese consumers.
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Top chart source: FactSet as of December 2017 based on annual data. Bottom chart source: FactSet, National Bureau of Statistics of China, Retail Sales as of December 2017. Based on annual data
points.
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KEY SECTOR POSITIONING
Our highest conviction views on sectors

 Overweight Information Technology
 Overweight Health Care
 Recent Shifts in Commodity-Oriented Sectors
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LARGE GROWTH VS SMALL VALUE IN BULL MARKETS
As the market cycle matures, market breadth narrows and investor preferences shift from Small Value
toward Large Growth, leading to Large Growth outperformance in the later stages of a bull market.
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Source: FactSet as of June 2018. Shows average trajectory of the Russell 1000 Growth over Russell 2000 Value during the last 5 completed bull markets, with the duration of each bull market
normalized on a percentage scale.
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NO LOOMING DOT COM REPEAT
Unlike the Dot Com era, Info Tech has been supported by strong earnings.

Info Tech as a % of S&P 500 Market Cap

Info Tech as a % of Total Earnings
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HC OUTPERFORMS WHEN INNOVATION RISES
New drug approvals typically provide a tailwind to the Health Care sector. Drug innovation in 2018 has
been strong – the FDA approved eight new drugs in August, bringing 2018’s total to 34. Robust
pipelines suggest this innovation cycle is unlikely to end soon.
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Top chart source: US Food and Drug Administration novel drug approvals of new molecular entities (NMEs) as of August 2018. NMEs provide new therapies for patients. Bottom chart source:
Pharmaprojects, total number of drugs in development as of August 2018.
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EM OFFERS NEW HEALTH CARE OPPORTUNITY
Huge swaths of Emerging Markets populations are breaching key income thresholds, allowing for the
purchase of pharmaceuticals and medical devices for the first time. Aging and longer-living developed
world populations should increase total health care expenditures as, increasingly, more new drugs are
approved.
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Top chart source: World Health Organization, as of December 2015 using annual data. Bottom left chart source: United Nations as of December 2015 using annual data. Bottom right chart source:
World Bank and FactSet, Inc. as of December 2016 using annual data.
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METALS BENEFIT FROM CHINESE STIMULUS, LOWER SUPPLY
Signs point to future Chinese stimulus, which should be a tailwind for Metals and Mining. Rapidly
decelerating copper supply growth typically coincides with Metals and Mining outperformance.

MSCI World Metals & Mining / MSCI World (Left Axis)
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Top chart sources: FactSet, Inc. and Thomson Reuters, as of June 2018 using quarterly data points. MSCI World performance indexed to 1 March 1999. China y/y loan growth used prior to March
2003, y/y total social financing from March 2003 to present. Bottom chart sources: FactSet, Inc., Global Financial Data, and International Copper Study Group (ICSG), as of July 2018. S&P
Diversified Metals and Mining Industry Index and S&P 500 Total Return Index, indexed to 1 December 1969. ICSG forecasts for 2018 and 2019, December 1969 – June 2018.
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OIL MARKET BALANCED, SHARES LAGGING
Despite recent declines in Iranian and Venezuelan oil production, underappreciated supply growth from
other OPEC countries plus still-strong US output suggest global oil markets remain roughly balanced.
Further, energy's relative performance typically follows oil prices but has diverged recently, suggesting
potential oil headwinds are already reflected in Energy shares.

Global Oil Supply Y/Y (6mo. Rolling Average)
Global Oil Consumption Y/Y (6mo. Rolling Average)
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Top chart source: FactSet as of August 2018. Bottom chart source: FactSet, EIA as of August 2018.
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NIMBLE SHALE PRODUCERS CAP OIL PRICES
Drilled-but-Uncompleted (DUC) wells are at an all-time high with most of the increase since July 2016 in
the Permian basin, leaving wells there positioned to benefit once new pipeline capacity comes online.
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Source: EIA; Drilling productivity report; DUC wells by region, from January 2014 to August 2018. Based on monthly data points.
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CURRENT MARKET TOPICS
Our views on contemporary investor topics in the market

 Are Eurozone breakup fears warranted?
 Are Emerging Markets imploding?
 Is the yield curve about to signal recession?
 Can corporations handle higher interest rates?
 Are inflation / rates problematic?
 Are equity valuations too high?
 Is there a trade war on the horizon?
PAGE
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EUROZONE BREAKUP UNLIKELY
Some of the largest Euro-skeptic parties, like Italy’s Five Star Movement and multiple parties in Spain,
have recently backed off their EU exit rhetoric as they lack the necessary Parliamentary representation.

% Right Wing Populist Parties Favoring Euro Exit
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70%

Required Parliamentary Supermajority

60%
50%

Five Star
Movement,
34.6%
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1.0%

Alternative for
Germany

National Rally

Germany

France

10.0%

13.0%

League,
18.4%

Multiple Parties Party for Freedom League and Five
Star Movement
Spain

The Netherlands

Source: European Commission, as of July 2018. Percent of seats in parliament represented by populist parties that want a Euro exit, March 2018.

Italy
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RECENT EM CALM LONGEST IN HISTORY
EM equities tend to experience more frequent corrections or bear markets than developed. The
unusually long calm period between the end of the last EM bear and this year’s downturn was the
longest in the category’s history.
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1990

1993

1996

1999

2002

2005

2008

2011

2014

2017

Start

End

EM Calm Period (Trading Days)

01/22/2016
08/25/1992
01/17/1991
12/31/1987
03/12/2003

01/25/2018
02/10/1994
04/16/1992
06/01/1989
04/11/2004

670
535
456
407
397

Source: FactSet and Fisher Investments Research as of August 2018. MSCI EM indexed to 100 December 1987.
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OUTSIDE THE US, MONETARY EASING REIGNS
Outside of the US, most central banks continue to keep target policy rates low.
US Target Rates
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PAGE
Source: FactSet and respective country’s central banks as of August 2018. Based on MSCI EM and MSCI World ex-US country constituents, weighted by June 2018 GDP.
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US YIELD CURVE NOT INDICATING RECESSION
Today's US 10-year minus 3-month yield spread is normal for a bull market’s final third, and at a similar
level compared to most of the late 1990s. Moreover, inversion often precedes bull market peaks by a long
period of time.

Avg Yield Spread (10Y - 3M)
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Top chart source: Global Financial Data and FactSet as of August 2018. Yield curve spread (10 year -3 month), July 1956 – August 2018. Based on Fisher Investments’ estimate of the current bull
market cycle’s timeline. Bottom chat source: FactSet as of August 2018. Based on daily data.
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CORPORATES ARE WELL INSULATED
Even if yields were to spike, US companies are insulated because most corporate bonds are issued with a
fixed rate. Further, bond maturity is much longer than any time before, meaning higher interest rates
would take years to materially increase interest expense.
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Source: Securities Industry and Financial Markets Association as of December 2017.
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INVESTMENT GRADE ISSUANCE DOMINATES
Corporate bond issuance is at an all-time high, but the vast majority is investment grade.

$1,800

Investment Grade Issuance ($Bil)

High Yield Issuance ($Bil)

$1,600
$1,400
$1,200
$1,000
$800
$600
$400
$200
$0
1996

PAGE
58

1999

2002

Source: Securities Industry and Financial Markets Association as of December 2017.
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STILL SLACK IN THE LABOR MARKET
Overall, labor force participation has been stable as the economy draws workers, specifically those of
prime age (25-54) who are reentering the work force at an accelerating rate. This is a source of
underappreciated labor slack, keeping wage growth in check.

US Civilian Labor Force Participation Rate
US Civilian Labor Force Participation Rate: Ages 25-54

85%
82%
79%
76%
73%
70%
67%
64%
61%
58%
1970

1975

1980

1985

1990

PAGE
59

1995

2000

2005

2010

2015
PAGE

Source: US Department of Labor, Federal Reserve Bank of St. Louis and FactSet as of August 2018.
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HIGHER WAGES, SLOW LENDING ≠ HIGHER INFLATION
Inflation was actually absent the previous two times we saw meaningful wage growth. Decelerating loan
and stable money supply growth in the US likely prevent inflation from accelerating materially.
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M4 Money Supply Growth Y/Y % change

Jan 2017 May 2017 Sep 2017

Jan 2018 May 2018

Top chart source: Department of Labor, Federal Reserve Bank of New York as of August 2018. Core CPI from January 1990-December 2014, Fed’s Underlying Inflation Gauge Price Index from
January 1995-May 2018. Inflation Gauge Price index is one of the Fed’s preferred real-time inflation monitors. Bottom chart source: Federal Reserve, Center for Financial Stability and FactSet as of
August 2018. Inflation expectations are based on the yield spread between the 5 year US Treasury and 5 year Treasury Inflation Protected Security (TIPS).
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CPI DRIVEN BY SERVICES, ESPECIALLY SHELTER
Shelter, a component of the Services segment of Core CPI, accounts for approximately one third of the
Core CPI index and has been the main source of US inflation. With most prices benign, the Fed is not
likely to be overly aggressive.
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Source: US Department of Labor, FactSet as of August 2018.
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FALSE PERCEPTIONS ON QUANTITATIVE EASING
Some fear a maturing Fed balance sheet will contract money supply and stifle lending. But QE actually
detracted from economic growth.
QE’s unprecedented expansion of the monetary base…
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Did not translate to broader money supply…
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Or lending—which accelerated after Fed tapering
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Source: Federal Reserve and Center for Financial Stability as of August 2018.
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∆ IN BOND YIELDS ≠ ∆ IN EQUITY PRICES
Changes in long-term bond yields—even large increases—historically have little effect on stock prices.
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Source: Global Financial Data as of August 2018.
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GLOBAL EQUITY VALUATIONS FAR FROM EXTREME
Concerns regarding elevated valuations are a common fear during rising bull markets, however current
valuations are in-line with historical averages.
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VALUATIONS’ WEAK PREDICTIVE POWER
Equities’ PE has little predictive power for returns over the next 12 months. A high PE is just as likely to
be followed by robust returns as meager.

Relationship between PE Ratio at the
Beginning of a Year and Returns over the
Subsequent Year
60%

PE

40%

Trendline

R-Square 0.01

20%
0%
-20%
MSCI World

-40%

MSCI EM
-60%
0

PAGE
65

20

40

60

S&P 500 One Year Price Returns
Following the Ten Highest PE Ratios
Year

PE Ratio at
Beginning of Year

Calendar
Year Return

2009
2002
1999
2003
2000
2001
1992
2017
1998
2016
Average
Median

60.7
46.5
32.6
31.9
30.5
26.4
26.1
25.7
24.4
23.6
32.8
28.5

23%
-23%
20%
26%
-10%
-13%
4%
19%
27%
10%
8.3%
14.5%

Source: FactSet and Global Financial Data as of December 2017. Based on annual observations for MSCI EM (1995-2017), MSCI World (1970-2017), S&P 500 (1927-2017).
PE ratios based on trailing 12 month earnings.
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RELATIVE TO HISTORY, NEW TARIFFS LACK SCALE
The $250 billion in tariffs on Chinese goods in effect as of September 2018 are small in scale – amounting
to just 3.4% of US imports for consumption relative to 19.8% with the Smoot-Hawley tariffs in 1930. Even
if the most extreme tariffs are put into effect, they are still only 5.8% of US imports for consumption, less
than one-third the size of tariffs under Smoot-Hawley.
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*Assumes 25% tariff on $200 billion in Chinese goods and additional 10% tariff on additional $250 billion in Chinese goods.
Threatened tariffs to do not include auto tariffs.
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Sources: US International Trade Commission and Fisher Investments Research, as of September 2018.
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RELATIVE TO GLOBAL GDP, NEW TARIFFS LACK SCALE
To cause a global recession in 2018, tariffs would need to knock at least $5.1 trillion off of global GDP.
The worst case scenario, an estimated $140.6 billion impact, is not nearly large enough to disrupt the
global economy.
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PAGE
Source: International Monetary Fund (IMF), as of July 2018. GDP forecast (USD, current prices), December 2006 – September 2017. 2018 estimate based on the IMF’s October 2017 World Economic
Outlook global nominal GDP growth and calculated growth projection of 6.4%.Worst-case tariff impact from the Office of US Trade Representative, White House and US Bureau of Economic
Analysis, August 2018.
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STEEL TARIFFS ARE NOTHING NEW
The US has routinely engaged in some form of protection for the steel industry. President Trump’s tariffs
are not much of a break from the norm, even if the justification might differ.
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Date Imposed

President

Steel Tariff Policy

Justification

March 2018

Trump

25% on steel and 10% on aluminum

Security

March 2016

Obama

266% duty on certain types from 7
countries*

Anti-dumping

March 2002

G. W. Bush

8% to 30% based on type

Anti-dumping

January 1993

Clinton

0.3% to 109% based on type

Anti-dumping

July 1989

G. H. W. Bush

Quotas

Anti-dumping

September 1984

Reagan

17.5% to 30.5% based on type; 18.4%
non-US limit

Anti-dumping

December 1977

Carter

Minimum prices required*

Anti-dumping

June 1976

Ford

Quotas

Anti-dumping

August 1971

Nixon

Quotas; 10% on all imports

Anti-dumping

January 1969

Johnson

Quotas

Anti-dumping

Source: National Bureau of Economic Research, FactSet. Steel tariff policies, January 1969 – March 2017. Proposed steel tariffs by President Trump as of March 2018.
*Presidents Obama and Carter implemented additional steel tariffs in 2014 and 1980 respectively.
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SUMMARY AND BENEFITS
Complete Investment Process
 We do not have an inherent style bias, and may tilt slightly growth or value
depending on our macroeconomic views and sector allocation. We believe this
has helped us to provide consistent returns in a variety of market environments.

Firm Stability
 100% Fisher employee and family owned. Ken Fisher and Jeffery Silk, Co-CIO’s
and IPC members, have worked together at the firm for over 35 years, and all five
members of the IPC average 27+ years of investment industry experience.

Proven Partnership
 Exceeded investment objectives within specified guidelines.

Top-Down Insight
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 Our investment process for the All Foreign Equity strategy incorporates important
top-down factors with fundamental stock research, which we believe maximizes
the probability of excess return. Our approach, which effectively incorporates both
top-down and bottom-up factors, should continue to provide us an advantage
over other managers.
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Thank you very much for being a client.
Your business is very important to us!
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Firm Update

Investment Process

Performance and Attribution

Positioning and Characteristics

Market Outlook

Appendix
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PORTFOLIO HOLDINGS
OAKLAND PFRS
Name

Sector

Industry

Market Cap ($Billions)

Australia

3.6%

BHP Billiton Ltd.
Commonwealth Bank
CSL
Belgium

Materials
Financials
Health Care

Metals & Mining
Banks
Biotechnology

126.5
91.5
65.9

1.1%
0.5%
2.0%
1.6%

Anheuser-Busch InBev
Brazil

Consumer Staples

Beverages

176.4

1.6%
2.7%

Ambev
Itaú Unibanco
Petrol Brasileiros
Vale
Canada

Consumer Staples
Financials
Energy
Materials

Beverages
Banks
Oil Gas & Consumable Fuels
Metals & Mining

72.2
66.9
74.7
79.2

0.5%
0.4%
0.8%
1.0%
2.1%

Alimentation Couche
Toronto Dominion Bank
China

Consumer Staples
Financials

Food & Staples Retailing
Banks

28.7

1.1%

112.2

1.0%
7.9%

Alibaba Group
China Petroleum and Chemical Corp
JD.com
NetEase

Consumer Discretionary
Energy
Consumer Discretionary
Communication Services

Internet & Direct Marketing Retail
Oil Gas & Consumable Fuels
Internet & Direct Marketing Retail
Entertainment

427.1
124.4
37.2

1.6%
1.6%
0.5%

Tencent
Denmark

Communication Services

Interactive Media & Services

29.6
393.3

0.6%
3.6%
2.1%

Novo Nordisk
France

Health Care

Pharmaceuticals

115.4

2.1%
16.6%

BNP Paribas

Financials

Banks

Saint-Gobain
Credit Agricole
Danone
Dassault Systemes
L'Oreal
LVMH
Safran
Sanofi
Societe Generale
Total EUR 2.5
Germany

Industrials
Financials
Consumer Staples
Information Technology
Consumer Staples
Consumer Discretionary
Industrials
Health Care
Financials
Energy

Building Products
Banks
Food Products
Software
Personal Products
Textiles Apparel & Luxury Goods
Aerospace & Defense
Pharmaceuticals
Banks
Oil Gas & Consumable Fuels

76.5
23.8
41.2
53.1
39.1
135.1
178.7
58.5
111.3
34.7
172.8

0.8%
1.5%
1.0%
1.0%
1.7%
1.4%
3.5%
2.3%
1.1%
0.7%
1.6%
10.6%

BASF
Bayer
Daimler
Deutsche Post
SAP SE
Siemens AG
Hong Kong

Materials
Health Care
Consumer Discretionary
Industrials
Information Technology
Industrials

Chemicals
Pharmaceuticals
Automobiles
Air Freight & Logistics
Software
Industrial Conglomerates

81.7
82.9
67.5
44.0
151.3

1.7%
1.2%
0.8%
1.7%
3.4%

108.9

1.8%
0.7%

AIA Group

Financials

Insurance

107.9

0.7%
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Portfolio Weight

PAGE
Totals may not equal 100% due to rounding. Equity Weight excludes cash. As of 09/30/2018. Source: Eagle Investment Systems LLC.
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PORTFOLIO HOLDINGS
OAKLAND PFRS
Name

Sector

Industry

Market Cap ($Billions)

Portfolio Weight
1.3%

India
HDFC Bank
Indonesia

Financials

Banks

75.2

1.3%
1.4%

Bank Rakyat
Italy

Financials

Banks

26.1

1.4%
2.6%

Intesa Sanoalo
Luxottica
Japan

Financials
Consumer Discretionary

Banks
Textiles Apparel & Luxury Goods

44.8
33.0

1.4%
1.2%
10.3%

Fanuc
Keyence
Mitsubishi UFJ Financial
Mitsui & Co.
Nomura Holdings
Rakuten
Softbank Group
Mexico

Industrials
Information Technology
Financials
Industrials
Financials
Consumer Discretionary
Communication Services

Machinery
Electronic Equipment
Banks
Trading Companies & Distributors
Capital Markets
Internet & Direct Marketing Retail
Wireless Telecom Services

38.5
70.6
86.3
31.0
17.4
11.0
111.1

1.4%
3.2%
0.8%
0.8%
1.0%
1.0%
2.1%
1.6%

America Movil
Cemex SAB

Communication Services
Materials

Wireless Telecom Services
Construction Materials

Grupo Televisa
Netherlands

Communication Services

ASML
ING
Univlever
Norway

53.1

0.6%

Media

10.2
9.1

0.7%
0.3%
6.0%

Information Technology
Financials
Consumer Staples

Semiconductors & Semiconductor Equipment
Banks
Personal Products

80.6
50.6
160.6

3.8%
1.2%
1.0%
1.5%

Equinor
South Korea

Energy

Oil Gas & Consumable Fuels

94.1

1.5%
0.0%

Samsung Electronics
Spain

Information Technology

Technology Hardware

299.6

3.6%
1.3%

Banco Santander
Sweden

Financials

Banks

81.3

1.3%
0.7%

Ericsson

Information Technology

Communications Equipment

29.6

0.7%

PAGE
73

PAGE
Totals may not equal 100% due to rounding. Equity Weight excludes cash. As of 09/30/2018. Source: Eagle Investment Systems LLC.
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PORTFOLIO HOLDINGS
OAKLAND PFRS
Name

Sector

Industry

Market Cap ($Billions)

Portfolio Weight
2.9%

Pharmaceuticals
Capital Markets

220.4
61.2

1.5%
1.4%
3.5%

Taiwan Semiconductor Manufacturing Information Technology
United Kingdom

Semiconductors & Semiconductor Equipment

222.9

3.5%
15.6%

Anglo American
BP
Daigeo

Materials
Energy
Consumer Staples

Metals & Mining
Oil Gas & Consumable Fuels
Beverages

31.6
154.1

0.9%
1.6%

Experian
GlaxoSmithKline
Glencore
HSBC
Lloyds Banking Group
Reckitt Benckiser
Rio Tinto Group
Rolls Royce
Royal Dutch Shell
Smith & Nephew
Vodafone

Industrials
Health Care
Materials
Financials
Financials
Consumer Staples
Materials
Industrials
Energy
Health Care
Communication Services

Professional Services
Pharmaceuticals
Metals & Mining
Banks
Banks
Household Products
Metals & Mining
Aerospace & Defense
Oil Gas & Consumable Fuels
Health Care Equipment & Supplies
Wireless Telecom Services

86.9
23.5
99.4
61.4
174.1
55.0
64.7
89.2
24.3
287.9
16.0
57.3

1.1%
1.9%
1.1%
0.8%
1.1%
0.8%
1.0%
0.9%
1.5%
1.6%
0.6%
0.7%

Switzerland
Novartis
UBS
Taiwan

Health Care
Financials
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74

INVESTMENT POLICY COMMITTEE
BIOGRAPHIES
Ken Fisher


39 years at Fisher Investments

Executive Chairman, Co-CIO

Ken is the founder, Executive Chairman and Co-Chief Investment Officer of Fisher Investments, a C$133 Billion
(as of September 30, 2018) money management firm serving large institutions and high net worth individuals
globally. With more than 3,000 employees, Fisher Investments and its subsidiaries have offices in Washington,
California, Texas, Britain, Germany, the Dubai International Financial Centre, Australia, and Japan, with further
global expansion underway.
Ken's Forbes "Portfolio Strategy" column ran for 32 1/2 years into 2016, making him the longest continuously
running columnist in its history. Ken's columns are currently featured in the UK's Financial Times , USA Today ,
Germany's Focus Money , Italy's Il Sore 24 Ore , Denmark's Børsen , the Netherlands’ De Telegraaf, Spain’s el
Economista, Sweden’s Dagens Industri, Switzerland’s Handelszeitung, and Austria’s Trend. Ken authored 11 books,
including four New York Times bestsellers - and has been published, interviewed and written about in publications
globally.
His 1970s theoretical work pioneered an investment tool called the Price-to-Sales Ratio, now a core element of
modern financial curricula. A prize-winning researcher, his credits span a multitude of professional and
scholarly journals in addition to his firm's output—both in traditional and behavioral finance. In 2010,
Investment Advisor recognised him on its “Thirty for Thirty” list as among the industry’s 30 most influential
individuals of the last three decades. In 2017, Investment News named Ken to its inaugural list of "Icons &
Innovators" who have shaped and transformed the financial advice profession.

Jeffery Silk


Vice Chairman, Co-CIO

35 years at Fisher Investments

As one of the early employees of Fisher Investments (FI), Jeffery has been with FI since 1983. Jeffery is currently a
FI Vice Chairman, Co-Chief Investment Officer and member of the IPC. Prior to his current responsibilities,
Jeffery was President and Chief Operating Officer. He has also served as the firm’s Director of Trading and
Operations, where he was instrumental in developing FI's portfolio management, research and trading
technology. He has written numerous articles and lectured before institutional investors on the use of technology
in the investment process.
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Please see the Firm Disclosure in the Appendix.
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INVESTMENT POLICY COMMITTEE
BIOGRAPHIES
William Glaser

Executive Vice President, Portfolio Management

 19 years at Fisher Investments
William has been with FI since 1999. He is responsible for the oversight and management of the Portfolio
Management Group. William presents at client seminars nationally and has been a guest lecturer at the Haas School
of Business at the University of California, Berkeley. Prior to his current role, William managed the Capital Markets,
Securities Research, and Portfolio Implementation teams and served as a Securities Research Analyst and Capital
Markets Research Analyst.

Michael Hanson

Senior Vice President of Research

 16 years at Fisher Investments
Michael has been with Fisher Investments since 2002 and joined the IPC in 2017. He is currently a Senior Vice
President of Research. Michael is the author of six books and contributes frequently to the firm’s online magazine,
MarketMinder.com. He speaks regularly around the country on a variety of topics ranging from economics to
psychology and was a lecturer at the Haas School of Business at the University of California, Berkeley, where he
taught Topics in Investment Management. Michael has also served as a Securities Team Leader, Institutional Client
Service Manager, Capital Markets Team Leader and VP of Portfolio Management Communications. Prior to joining
Fisher Investments, he worked at Bear, Stearns & Co., Inc. as a Corporate Finance Analyst in its Global Technology
Group.

Aaron Anderson

Senior Vice President of Research

 13 years at Fisher Investments
Aaron has been with Fisher Investments since 2005. Aaron has been a guest lecturer at the Haas School of Business at
the University of California, Berkeley. He has written two books, including Own the World: How Smart Investors
Create Global Portfolios. Aaron is currently the Senior Vice President of Research at FI. Previously, he served as a
Capital Markets Research Team Leader and Analyst, Innovation Manager and contributing editor of
MarketMinder.com. Prior to joining FI, Aaron worked at Deutsche Bank Alex. Brown as an Assistant Vice President
in private wealth management.
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INVESTMENT PROFESSIONALS
BIOGRAPHIES
Benjamin Kothe

Vice President, Relationship Manager

 17 Years at Fisher Investments
Benjamin serves as a liaison between the Investment Policy Committee and our institutional clients and their
investment consultants. In this role, Benjamin communicates portfolio strategy, market outlook, performance,
stock analysis and conducts ad hoc research projects. Prior to his current role, Benjamin was the Vice President of
Marketing & Analytics where he oversaw the firm’s global institutional marketing efforts. Previously, Benjamin
was an Investment Counselor responsible for maintaining relationships with high-net-worth private clients, as
well as a Group Manager within Investment Operations where he supervised back office activities.

Kate Rorer

Vice President, Consultant Relations

 11 Years at Fisher Investments
Kate serves as a relationship manager in the institutional group at Fisher Investments with an emphasis on
investment consulting firms. In this role, she communicates portfolio strategy, market outlook, performance,
stock analysis and conducts ad hoc research projects. Prior to joining Fisher Investments, Kate worked in
investor relations as a fund specialist at Forester Capital, LLC.

Christo Barker

Capital Markets, Research Analyst

 12 Years at Fisher Investments
Christo generates fundamental and quantitative macroeconomic research for use in the investment process. Prior
to joining the Research Department, Christo worked in multiple capacities within Fisher Investments including
client services and as an Institutional Group Portfolio Analyst.
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DISCLOSURES
FIRM
Fisher Investments (FI) is an investment adviser registered with the S ec urities and Exc hange Commission. As of S eptember 30, 2018, FI managed over $103
billion, inc luding assets sub-managed for its wholly-owned subsidiaries. FI and its subsidiaries maintain four princ ipal business units – Fisher Investments
Institutional Group (FIIG), Fisher Investments Private Client Group (FIPCG), Fisher Investments International (FII), and Fisher Investments 401(k)
S olutions Group (401(k) S olutions). These groups serve a global c lient base of diverse investors inc luding c orporations, public and multi-employer
pension funds, foundations and endowments, insuranc e c ompanies, healthc are organizations, governments and high-net-worth individuals. FI’s
Investment Polic y Committee (IPC) is responsible for investment decisions for all investment strategies.
For purposes of defining “years with Fisher Investments,” FI was established as a sole proprietorship in 1979, incorporated in 1986, registered with the
US S EC in 1987, replac ing the prior registration of the sole proprietorship, and suc c eeded its investment adviser registration to a limited liability
in 2005. “Years with Fisher Investments” is c alc ulated using the date on whic h FI was established as a sole proprietorship through
S eptember 30, 2018.
FI is wholly owned by Fisher Investments, Inc . S inc e Inc eption, Fisher Investments, Inc . has been 100% Fisher-family and employee owned, c urrently
Fisher Investments Inc . benefic ially owns 100% of Fisher Investments (FI), as listed in S chedule A to FI's Form ADV Part 1. Ken Fisher benefic ially
owns more than 75% of Fisher Investments, Inc . as noted in S c hedule B to FI's Form ADV Part 1.

.
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MEMORANDUM
Date:

November 28, 2018

To:

Oakland Police and Fire Retirement System (OPFRS)

From: Pension Consulting Alliance, LLC (PCA)
CC:

David Sancewich – PCA
Sean Copus, CFA – PCA
Teir Jenkins – OPFRS
David Jones – OPFRS

RE:

Fisher Investments – Watch Recommendation

Manager: Fisher Investments (Fisher)
Inception Date:
Product Name:

April 2011
All Foreign Equity Strategy

Investment Strategy: International Equity
Benchmark:
MSCI ACWI ex-USA

OPFRS AUM (9/30/18): $16.5 million (4.2%)
Management Fee:
75 bps ($123,818)*
Firm-wide AUM (9/30/18):
Strategy AUM (9/30/18):

$103.2 billion
$3.8 billion

*Estimated $ amount based on AUM as of 9/30/2018
Summary and Recommendation
Fisher Investments has been one of OPFRS active international equity managers since April 2011.
Over that time period Fisher’s All Foreign Equity Strategy portfolio has essentially matched its
benchmark return on a net of fees basis since inception. Over that same period Fisher’s
organization and investment team has enjoyed solid stability with very low turnover among the
portfolio’s key decision makers. Fisher has also enjoyed solid asset growth on both a product and
firm-wide basis.
PCA does not have any concerns regarding Fisher’s organization or investment performance and
does not recommend any new action be taken at this time.
Discussion
In reviewing Fisher, PCA considered investment performance and recent organizational /
personnel issues. These issues are discussed further on the following pages.

Performance
Annualized Returns (as of 9/30/2018)
Mkt Value
($000)

Asset Class

Quarter

YTD

1 YR

3 YR

5 YR

16,509

International.

1.4

-2.5

0.3

10.8

5.8

5.0

4/2011

Fisher (Net)

---

---

1.2

-3.1

-0.5

9.9

5.0

4.2

---

MSCI ACWI ex-USA NR

---

---

0.8

-2.7

2.3

10.5

4.6

4.2

---

Excess Return (Net)

---

---

0.4

-0.4

-2.7

-0.6

0.4

0.0

---

Intl Growth Peer % Rank

---

---

33

62

78

31

44

79

---

Manager
Fisher (Gross)

Since
Inception
Inception
Date*

* Inception date reflects the first full month after portfolio received initial funding.

As one of OPFRS’s active International Equity managers, Fisher has outperformed its MSCI ACWI
ex U.S. benchmark by 44 basis points, net of fees, over the most recent quarter, but has
underperformed by (38) basis points over the first nine months of the 2018 calendar year. The
portfolio has struggled over the most recent 12-month period as it has trailed its benchmark by
(2.7%) and ranked in the 78th percentile of its Core International Equity peer group. Fisher has also
trailed its benchmark over the 3-year period by (56) basis points but has outperformed over the 5year period by 37 basis points.
Rolling Quarterly Excess Performance

Over the 30 quarters that Fisher has been managing OPFRS’s assets, the portfolio has
outperformed on a net of fees basis approximately half the time (15 out of 30). Since becoming
one of OPFRS’s active international equity managers in April 2011, Fisher has essentially matched
its benchmark with an annualized excess return of (1) basis point on a net of fees basis.
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Product and Organization Review Summary
Areas of Potential Impact

Fisher Investments

Level of
Concern^

Investment
process
(client
portfolio)

Investment
Team

Performance
Track Record

Team/
Firm
Culture

Product
Key people changes

None

Changes to team structure/individuals’ roles

None

Product client gain/losses

None

Changes to the investment process

None

Personnel turnover

None

Organization
Ownership changes

None

Key people changes

None

Firm wide client gain/losses

None

Recommended Action

None

Watch Status

Termination

^None, low. medium, or high

Organizational Issues
Fisher has enjoyed strong organizational stability since it began managing assets for OPFRS.
Fisher’s 5-person Investment Policy Committee, which constitutes the main decision makers over
every portfolio, has not seen any turnover since Andrew Teufel retired in mid-2013. There has been
some turnover among the roughly 40-person research analyst team as 11 individuals have left the
firm since the end of 2013 while 28 individuals have been added over that same time period.
Given the large size of Fisher’s analyst team, and their relatively limited role in populating the
portfolio, PCA does not see turnover experienced by Fisher’s analyst team as out of the ordinary,
nor does it merit any heightened concern.
Investment Philosophy & Process, per manager
Fisher’s International strategy focuses on three basic decisions that are ultimately made by the
Investment Policy Committee based on research conducted by the Capital Markets Research
and Securities Research teams. The process begins by using certain economic indicators, known
as “drivers” in order to determine country and sector allocations based on risk and return
expectations. These indicators are continuously monitored in order to recognize shifts and
determine if the market has discounted them. Next, a prospect list of individual securities is
created using a quantitative screening process to minimize risk and screen out securities with
insufficient liquidity or solvency. Finally, The Investment Policy Committee then further narrows the
prospect list based on fundamental research performed by the Securities Research Team.
The fundamental research process includes an outlier analysis where buy candidates are
examined to ensure their revenue streams and lines of business are closely linked to the strategy’s
top-down themes. Companies are then subject to a "strategic attribute" review where a
3

company’s comparative advantages are identified. Examples of "strategic attributes" include
niche market, consolidator, regional advantage, high market share, etc. Next, an attribute
execution analysis is conducted to understand how the company’s management is exploiting
their advantage. Stocks are subjected to a relative valuation analysis to understand the stock's
current price relative to the market, its peers, and its history. Finally, the firm examines the risks, if
any, to the company’s operations. Fisher looks for “red flags" like customer concentration,
environmental concerns, poor labor relations, etc. Based on the above analyses the Investment
Policy Committee selects stocks for the portfolio.
Stocks are sold based on three disciplines: strategic shifts in country or sector allocations that
require the sale of securities, changes in the stocks fundamentals that cause them to shift from the
strategic attributes that originally warranted their purchase, and partial sales related strictly to
portfolio management risk control.
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DISCLOSURES: This document is provided for informational purposes only. It does not constitute an offer of securities of any of the issuers that
may be described herein. Information contained herein may have been provided by third parties, including investment firms providing
information on returns and assets under management, and may not have been independently verified. The past performance information
contained in this report is not necessarily indicative of future results and there is no assurance that the investment in question will achieve
comparable results or that the Firm will be able to implement its investment strategy or achieve its investment objectives. The actual realized
value of currently unrealized investments (if any) will depend on a variety of factors, including future operating results, the value of the assets
and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of which may differ
from the assumptions and circumstances on which any current unrealized valuations are based.
Neither PCA nor PCA’s officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy
or completeness of the information contained in this document or any oral information provided in connection herewith, or any data
subsequently generated herefrom, and accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or
otherwise) in relation to any of such information. PCA and PCA’s officers, employees and agents expressly disclaim any and all liability that
may be based on this document and any errors therein or omissions therefrom. Neither PCA nor any of PCA’s officers, employees or agents,
make any representation of warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner
stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates, prospects or
returns, if any. Any views or terms contained herein are preliminary only, and are based on financial, economic, market and other conditions
prevailing as of the date of this document and are therefore subject to change.
The information contained in this report may include forward-looking statements. Forward-looking statements include a number of risks,
uncertainties and other factors beyond the control of the Firm, which may result in material differences in actual results, performance or
other expectations. The opinions, estimates and analyses reflect PCA’s current judgment, which may change in the future.
Any tables, graphs or charts relating to past performance included in this report are intended only to illustrate investment performance for
the historical periods shown. Such tables, graphs and charts are not intended to predict future performance and should not be used as the
basis for an investment decision.
All trademarks or product names mentioned herein are the property of their respective owners. Indices are unmanaged and one cannot
invest directly in an index. The index data provided is on an “as is” basis. In no event shall the index providers or its affiliates have any liability
of any kind in connection with the index data or the portfolio described herein. Copying or redistributing the index data is strictly prohibited.
The Russell indices are either registered trademarks or tradenames of Frank Russell Company in the U.S. and/or other countries.
The MSCI indices are trademarks and service marks of MSCI or its subsidiaries.
Standard and Poor’s (S&P) is a division of The McGraw-Hill Companies, Inc. S&P indices, including the S&P 500, are a registered trademark
of The McGraw-Hill Companies, Inc.
CBOE, not S&P, calculates and disseminates the BXM Index. The CBOE has a business relationship with Standard & Poor's on the BXM. CBOE
and Chicago Board Options Exchange are registered trademarks of the CBOE, and SPX, and CBOE S&P 500 BuyWrite Index BXM are
servicemarks of the CBOE. The methodology of the CBOE S&P 500 BuyWrite Index is owned by CBOE and may be covered by one or more
patents or pending patent applications.
The Barclays Capital indices (formerly known as the Lehman indices) are trademarks of Barclays Capital, Inc.
The Citigroup indices are trademarks of Citicorp or its affiliates.
The Merrill Lynch indices are trademarks of Merrill Lynch & Co. or its affiliates.
FTSE is a trademark of the London Stock Exchange Group companies and is used by FTSE under license. All rights in the FTSE indices and/or
FTSE ratings vest in FTSE and/or its licensors. No further distribution of FTSE data is permitted with FTSE’s express written consent.
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PCA INVESTMENT MARKET RISK METRICS
Monthly Report

November 2018

(as of 10/31/18)

Takeaways
•

October was a challenging month across the board, with broad U.S. equity markets
down nearly 7% as geopolitical fears and interest rates both picked up as we head
into November. Other asset types and regions were more challenged, with MLPs and
Emerging Markets equity producing negative returns in the high single digits.

•

Implied equity market volatility (i.e., VIX) spent the majority of October above its longterm average level of 19.3, ending the month at 21.2.

•

PCA’s U.S. Market sentiment indicator (page 4) switched to neutral (gray) as the yearover-year changes in bond spreads dipped into negative territory. Holding the bond
spread indicator constant, it would require an ~-7% U.S. equity decline in November
or ~-3% decline through year end to turn the indicator to red.

•

U.S. Treasury interest rates increased by roughly 10-20 basis points across the yield
curve during October. The yield curve is currently fairly flat, with the spread between
30-year and 3-month U.S. Treasury yields at 1.1% as of month-end.

•

Non-U.S. Developed and Emerging Markets equity valuations are currently below their
long-term averages, and still remain cheap relative to U.S. levels.

•

The global economic system is in the early stages of a transition. This change is from
an environment of easy monetary policy, strong asset returns, and robust growth to a
period of tighter monetary policy, heightened return uncertainty, and more disparate
and challenging growth. Monitoring this transition will be crucial to institutional
portfolio management.

1See

Appendix for the rationale for selection and calculation methodology used for the risk metrics.
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Monthly Report - November 2018

Risk Overview
Valuation Metrics versus Historical Range
A Measure of Risk
Top Decile

Unfavorable
Pricing

Average

Neutral

Favorable
Pricing

Bottom Decile

US Equity Dev ex‐US EM Equity Private
(page 5)
Equity Relative to Equity
(page 5) DM Equity (page 6)
(page 6)

Private
Real
Estate
Cap Rate
(page 7)

Private US IG Corp US High
Real
Debt
Yield Debt
Estate
Spread
Spread
Spread
(page 8) (page 8)
(page 7)

Other Important Metrics within their Historical Ranges
Pay Attention to Extreme Readings
Top Decile

Attention!

Average

Neutral

Bottom Decile

Attention!

Equity Volatility
(page 9)

Yield Curve Slope
(page 9)

PENSION CONSULTING ALLIANCE, LLC. • Investment Market Risk Metrics

Breakeven Inflation
(page 10)
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Interest Rate Risk
(page 11)
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U.S. Market Sentiment

PCA U.S. Market Sentiment Indicator (1995‐Present)
Positive

Positive

Neutral

Neutral

Negative

Negative

Avoid Growth Risk

Growth Risk Neutral

Embrace Growth Risk

PCA Sentiment Indicator

PCA U.S. Market Sentiment Indicator ‐ Most Recent 3‐Year Period

Positive

Positive

Neutral

Neutral

Negative

Negative

Avoid Growth Risk

Growth Risk Neutral

Embrace Growth Risk

PCA Sentiment Indicator

Information Behind Current Sentiment Reading
Equity Return Momentum Trailing‐Twelve Months
Agreement Between Bond Spread and Equity Spread Momentum Measures?

Negative
Positive
Disagree

Growth Risk Visibility (Current Overall Sentiment)

Neutral

Bond Spread Momentum Trailing‐Twelve Months
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Developed Public Equity Markets

U.S. Equity Market P/E Ratio1
versus Long‐Term Historical Average

50

2000

45

US Markets
Current P/E
as of
10/2018=
30.9x

40

P/E Ratio

35
30
25

1929
1901

1966

20
15
10
5
0

1

2009
1981

1921

US Markets
Long‐term Average
(since 1880)
P/E = 16.8x

P/E ratio is a Shiller P/E‐10 based on 10 year real S&P 500 earnings over S&P 500 index level.

(Please note the difference in time scales)

45

Developed ex‐U.S. Equity Market P/E Ratio1
versus Long‐Term Historical Average2

40
Average 1982‐
10/2018 EAFE
Only
P/E = 23.1x

35

P/E Ratio

30
25

Long‐Term
Average
Historical 2
P/E = 16.9x

20
15

Intl Developed
Markets Current
P/E as of 10/2018
=16.1x

10
5
0

1

P/E ratio is a Shiller P/E‐10 based on 10 year real
MSCI EAFE earnings over EAFE index level.
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2

To calculate the LT historical average, from 1881 to 1982 U.S. data is used as developed market
proxy. From 1982 to present, actual developed ex‐US market data (MSCI EAFE) is used.
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Emerging Market Public Equity Markets

Emerging Markets PE / Developed Markets PE
(100% = Parity between PE Ratios)
275%
250%
225%
200%
175%
150%
125%
100%
75%
50%
25%
0%

Russian Crisis, LTCM implosion,
currency devaluations
Mexican
Peso
Crisis

World
Financial
Crisis

Technology and
Telecom Crash

EM/DM
relative PE
ratio is below the
historical average

Commodity price
runup

Asian
Crisis

Source: Bloomberg,
MSCI World, MSCI EMF

EM/DM PE

Average EM/DM PE

US Private Equity

Parity

Quarterly Data, Updated to September 30th

Price to EBITDA Multiples
Paid in LBOs

Disclosed U.S. Quarterly
Deal Volume*
250

(Updated to Sep 30th)
11.00

Average since 1997.

200

10.00

150
Billions ($)

9.00
8.00
7.00

Multiples remain above
the pre‐crisis highs.

Deal volume fell
during the third
quarter.

100

50

6.00

0

5.00
Source: Thomson Reuters Buyouts
* quarterly total deal size (both equity and debt)

Source: S&P LCD study
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Private Real Estate

Cap Rate

Quarterly Data, Updated to September 30th.
10.0%
9.0%
8.0%
7.0%
6.0%
5.0%
4.0%
3.0%
2.0%
1.0%
0.0%

Core Real Estate Current Value Cap Rates1
Core real estate cap rates remain low by
historical standards (expensive).

Spread
Core Cap Rate
LT Average Cap Rate
10 Year Treasury Rate

Sources: NCRIEF, www.ustreas.gov

1
A cap rate is the current annual income of the property divided by an estimate of the current value of the
property . It is the current yield of the property. Low cap rates indicate high valuations.

Core Cap Rate Spread over 10‐Year Treasury Interest Rate
5.0%

Spread to the 10‐year Treasury decreased during the third quarter as interest rates increased.

Cap Rate Spread

4.0%
3.0%
2.0%
1.0%

Core Cap Rate Spread to Treasuries
LT Average Spread

0.0%

Transactions as a % of Market Value Trailing‐Four Quarters
(a measure of property turnover activity)
20.00%
15.00%

Activity has decreased in recent quarters.

10.00%
5.00%
0.00%

Source: NCREIF, PCA calculation
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Credit Market US Fixed Income

Investment Grade Corporate Bond Spreads

Spread Over Treasuries (basis points)

700
600
500

Investment grade spreads widened
during October but remain below
the long‐term average level.
Investment
Grade
Spread
Bonds

400
300
200

Average
Spread
since 1994
(IG Bonds)

100
0

Source: LehmanLive: Barclays Capital US Corporate Investment Grade Index Intermediate Component.

High Yield Corporate Bond Spreads
2000

Spread Over Treasuries (basis points)

1800
1600

Similarly, high yield spreads
increased in October but still remain
below the long‐term average level.

1400
1200
High Yield
Bond
Spreads

1000
800
600

Average
spread
since 1994
(HY Bonds)

400
200
0

Source: LehmanLive: Barclays Capital U.S. Corporate High Yield Index.
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Other Market Metrics

VIX ‐ a measure of equity market fear / uncertainty
80
70
60

Equity market volatility (VIX) increased in
October and ended the month above the
long‐term average level (≈ 19.3) at 21.2.

50
40
30
20
10
0

Source: http://www.cboe.com/micro/vix/historical.aspx

(Please note the difference in time scales)

Yield Curve Slope
5.0
4.0

The average 10‐year Treasury interest rate increased in October. The average one‐year Treasury interest rate
increased during the month. The slope also increased for the month, and the yield curve remains upward sloping.

3.0
2.0
1.0
0.0
‐1.0
‐2.0

Yield curve slopes that are negative
(inverted) portend a recession.

‐3.0
Source: www.ustreas.gov (10 yr treasury yield minus 1 year treasury yield)
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Measures of Inflation Expectations

3.50%

10‐Year Breakeven Inflation
(10‐year nominal Treasury yield minus 10‐year TIPS yield)

3.00%
2.50%
2.00%
1.50%
1.00%
0.50%

Breakeven inflation ended October at 2.05%, decreasaing
since the end of September. The 10‐year TIPS real‐yield
increased to 1.10%, and the nominal 10‐year Treasury
yield rose to 3.15%.

0.00%
‐0.50%
‐1.00%

Source: www.ustreas.gov

(Please note the difference in time scales)

160
140

Inflation Adjusted Dow Jones UBS
Commodity Price Index (1991 = 100)
Long Term Average

120
100
80
60
40
Broad commodity prices decreased in October and continue to
remain near the historical lows set in early 2016.

20
0

Source: Bloomberg Commodity Index, St. Louis Fed for US CPI all urban consumers.
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Measures of U.S. Treasury Interest Rate Risk

Estimate of 10‐Year Treasury Forward‐Looking Real Yield
Expected Real Yield of 10‐Year Treasury

10.0
8.0
The forward‐looking annual real yield on 10‐year
Treasuries is estimated at approximately 0.95% real,
assuming 10‐year annualized inflation of 2.20%* per year.

6.0
4.0
2.0

Long Term Average
0.0
‐2.0

Sources: www.ustreas.gov for 10‐year constant maturity rates
*Federal Reserve Bank of Philadelphia survey of professional forecasts for inflation estimates

9.50

10‐Year Treasury Bond Duration

9.00

10‐Year Treasury Duration
(Change in Treasury price with a change in interest rates)
Higher Risk

Interest rate risk is off all‐time highs.

8.50
8.00
7.50
7.00
6.50
If the 10‐year Treasury yield rises by 100 basis
points from today's levels, the capital loss from
the change in price is expected to be ‐8.5%.

6.00
5.50
5.00
4.50
4.00

Lower Risk

Source: www.ustreas.gov for 10‐year constant maturity rates, calculation of duration
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Appendix
METRIC DESCRIPTION, RATIONALE FOR SELECTION AND CALCULATION METHODOLOGY
US Equity Markets:
Metric: P/E ratio = Price / “Normalized” earnings for the S&P 500 Index
To represent the price of US equity markets, we have chosen the S&P 500 index. This index has the
longest published history of price, is well known, and also has reliable, long-term, published quarterly
earnings. The price=P of the P/E ratio is the current price of the market index (the average daily price of
the most recent full month for the S&P 500 index). Equity markets are very volatile. Prices fluctuate
significantly during normal times and extremely during periods of market stress or euphoria. Therefore,
developing a measure of earnings power (E) which is stable is vitally important, if the measure is to
provide insight. While equity prices can and do double, or get cut in half, real earnings power does not
change nearly as much. Therefore, we have selected a well known measure of real, stable earnings
power developed by Yale Professor Robert Shiller known as the Shiller E-10. The calculation of E-10 is
simply the average real annual earnings over the past 10 years. Over 10 years, the earnings shenanigans
and boom and bust levels of earnings tend to even out (and often times get restated). Therefore, this
earnings statistic gives a reasonably stable, slow-to-change estimate of average real earnings power for
the index. Professor Shiller’s data and calculation of the E-10 are available on his website at
http://www.econ.yale.edu/~shiller/data.htm. We have used his data as the base for our calculations.
Details of the theoretical justification behind the measure can be found in his book Irrational Exuberance
[Princeton University Press 2000, Broadway Books 2001, 2nd ed., 2005].
Developed Equity Markets Excluding the US:
Metric: P/E ratio = Price / “Normalized” earnings for the MSCI EAFE Index
To represent the price of non-US developed equity markets, we have chosen the MSCI EAFE index. This
index has the longest published history of price for non-US developed equities. The price=P of the P/E
ratio is the current price of the market index (the average daily price of the most recent full month for the
MSCI EAFE index). The price level of this index is available starting in December 1969. Again, for the
reasons described above, we elected to use the Shiller E-10 as our measure of earnings (E). Since
12/1972, a monthly price earnings ratio is available from MSCI. Using this quoted ratio, we have backed
out the implied trailing-twelve month earnings of the EAFE index for each month from 12/1972 to the
present. These annualized earnings are then inflation adjusted using CPI-U to represent real earnings in
US dollar terms for each time period. The Shiller E-10 for the EAFE index (10 year average real earnings) is
calculated in the same manner as detailed above.
However, we do not believe that the pricing and earnings history of the EAFE markets are long enough to
be a reliable representation of pricing history for developed market equities outside of the US. Therefore,
in constructing the Long-Term Average Historical P/E for developed ex-US equities for comparison
purposes, we have elected to use the US equity market as a developed market proxy, from 1881 to 1982.
This lowers the Long-Term Average Historical P/E considerably. We believe this methodology provides a
more realistic historical comparison for a market with a relatively short history.
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Appendix
METRIC DESCRIPTION, RATIONALE FOR SELECTION AND CALCULATION METHODOLOGY
Emerging Market Equity Markets:
Metric: Ratio of Emerging Market P/E Ratio to Developed Market P/E Ratio
To represent the Emerging Markets P/E Ratio, we have chosen the MSCI Emerging Market Free Index, which
has P/E data back to January 1995 on Bloomberg. To represent the Developed Markets PE Ratio, we have
chosen the MSCI World Index, which also has data back to January 1995 on Bloomberg. Although there
are issues with published, single time period P/E ratios, in which the denominator effect can cause large
movements, we feel that the information contained in such movements will alert investors to market activity
that they will want to interpret.
US Private Equity Markets:
Metrics: S&P LCD Average EBITDA Multiples Paid in LBOs and US Quarterly Deal Volume
The Average Purchase Price to EBITDA multiples paid in LBOs is published quarterly by S&P in their LCD study.
This is the total price paid (both equity and debt) over the trailing-twelve month EBITDA (earnings before
interest, taxes, depreciation and amortization) as calculated by S&P LCD. This is the relevant, high-level
pricing metric that private equity managers use in assessing deals. Data is published monthly.
US quarterly deal volume for private equity is the total deal volume in $ billions (both equity and debt)
reported in the quarter by Thomson Reuters Buyouts. This metric gives a measure of the level of activity in
the market. Data is published quarterly.
U.S Private Real Estate Markets:
Metrics: US Cap Rates, Cap Rate Spreads, and Transactions as a % of Market Value
Real estate cap rates are a measure of the price paid in the market to acquire properties versus their
annualized income generation before financing costs (NOI=net operating income). The data, published by
NCREIF, describes completed and leased properties (core) on an unleveraged basis. We chose to use
current value cap rates. These are capitalization rates from properties that were revalued during the
quarter. This data relies on estimates of value and therefore tends to be lagging (estimated prices are
slower to rise and slower to fall than transaction prices). The data is published quarterly.
Spreads between the cap rate (described above) and the 10-year nominal Treasury yield, indicate a
measure of the cost of properties versus a current measure of the cost of financing.
Transactions as a % of Market Value Trailing-Four Quarters is a measure of property turnover activity in the
NCREIF Universe. This quarterly metric is a measure of activity in the market.
Credit Markets US Fixed Income:
Metric: Spreads
The absolute level of spreads over treasuries and spread trends (widening / narrowing) are good indicators
of credit risk in the fixed income markets. Spreads incorporate estimates of future default, but can also be
driven by technical dislocations in the fixed income markets. Abnormally narrow spreads (relative to
historical levels) indicate higher levels of valuation risk, wide spreads indicate lower levels of valuation risk
and / or elevated default fears. Investment grade bond spreads are represented by the Barclays Capital
US Corporate Investment Grade Index Intermediate Component. The high yield corporate bond spreads
are represented by the Barclays Capital US Corporate High Yield Index.
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Appendix
METRIC DESCRIPTION, RATIONALE FOR SELECTION AND CALCULATION METHODOLOGY
Measure of Equity Market Fear / Uncertainty
Metric: VIX – Measure of implied option volatility for U.S. equity markets
The VIX is a key measure of near-term volatility conveyed by implied volatility of S&P 500 index option
prices. VIX increases with uncertainty and fear. Stocks and the VIX are negatively correlated. Volatility
tends to spike when equity markets fall.
Measure of Monetary Policy
Metric: Yield Curve Slope
We calculate the yield curve slope as the 10 year treasury yield minus the 1 year treasury yield. When the
yield curve slope is zero or negative, this is a signal to pay attention. A negative yield curve slope signals
lower rates in the future, caused by a contraction in economic activity. Recessions are typically
preceded by an inverted (negatively sloped) yield curve. A very steep yield curve (2 or greater)
indicates a large difference between shorter-term interest rates (the 1 year rate) and longer-term rates
(the 10 year rate). This can signal expansion in economic activity in the future, or merely higher future
interest rates.
Measures of US Inflation Expectations
Metrics: Breakeven Inflation and Inflation Adjusted Commodity Prices
Inflation is a very important indicator impacting all assets and financial instruments. Breakeven inflation is
calculated as the 10 year nominal treasury yield minus the 10 year real yield on US TIPS (treasury inflation
protected securities). Abnormally low long-term inflation expectations are indicative of deflationary fears.
A rapid rise in breakeven inflation indicates an acceleration in inflationary expectations as market
participants sell nominal treasuries and buy TIPs. If breakeven inflation continues to rise quarter over
quarter, this is a signal of inflationary worries rising, which may cause Fed action and / or dollar decline.
Commodity price movement (above the rate of inflation) is an indication of anticipated inflation caused
by real global economic activity putting pressure on resource prices. We calculate this metric by
adjusted in the Dow Jones UBS Commodity Index (formerly Dow Jones AIG Commodity Index) by US CPI-U.
While rising commodity prices will not necessarily translate to higher US inflation, higher US inflation will likely
show up in higher commodity prices, particularly if world economic activity is robust.
These two measures of anticipated inflation can, and often are, conflicting.
Measures of US Treasury Bond Interest Rate Risk
Metrics: 10-Year Treasury Forward-Looking Real Yield and 10-Year Treasury Duration
The expected annualized real yield of the 10 year U.S. Treasury Bond is a measure of valuation risk for U.S.
Treasuries. A low real yield means investors will accept a low rate of expected return for the certainly of
receiving their nominal cash flows. PCA estimates the expected annualized real yield by subtracting an
estimate of expected 10 year inflation (produced by the Survey of Professional Forecasters as collected
by the Federal Reserve Bank of Philadelphia), from the 10 year Treasury constant maturity interest rate.
Duration for the 10-Year Treasury Bond is calculated based on the current yield and a price of 100. This is a
measure of expected percentage movements in the price of the bond based on small movements in
percentage yield. We make no attempt to account for convexity.
Definition of “extreme” metric readings
A metric reading is defined as “extreme” if the metric reading is in the top or bottom decile of its historical
readings. These “extreme” reading should cause the reader to pay attention. These metrics have
reverted toward their mean values in the past.
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PCA Market Sentiment Indicator
Explanation, Construction and Q&A

By:
Pension Consulting Alliance, LLC.

PCA has created the PCA Market Sentiment Indicator (PMSI) to
complement our valuation-focused PCA Investment Market Risk
Metrics. This measure of sentiment is meant to capture significant
and persistent shifts in long-lived market trends of economic growth
risk, either towards a risk-seeking trend or a risk-aversion trend.

This paper explores:





What is the PCA Market Sentiment Indicator (PMSI)?
How do I read the indicator graph?
How is the PCA Market Sentiment Indicator (PMSI) constructed?
What do changes in the indicator mean?

© 2017 Pension Consulting Alliance, LLC. Reproduction of all or any part of this report is permissible if
reproduction contains notice of Pension Consulting Alliance’s copyright as follows: “Copyright © 2012
by Pension Consulting Alliance, LLC.” Information is considered to be reliable but not guaranteed.
This report is not intended to be an offer, solicitation, or recommendation to purchase any security or
a recommendation of the services supplied by any money management organization unless
otherwise noted.

PCA Market Sentiment Indicator
PCA has created a market sentiment indicator for monthly publication (the PMSI – see below) to
complement PCA’s Investment Market Risk Metrics.
PCA’s Investment Market Risk Metrics, which rely significantly on standard market measures of
relative valuation, often provide valid early signals of increasing long-term risk levels in the global
investment markets. However, as is the case with numerous valuation measures, the Risk Metrics
may convey such risk concerns long before a market corrections take place. The PMSI helps to
address this early-warning bias by measuring whether the markets are beginning to acknowledge
key Risk Metrics trends, and / or indicating non-valuation based concerns. Once the PMSI
indicates that the market sentiment has shifted, it is our belief that investors should consider
significant action, particularly if confirmed by the Risk Metrics. Importantly, PCA believes the Risk
Metrics and PMSI should always be used in conjunction with one another and never in isolation.
The questions and answers below highlight and discuss the basic underpinnings of the PCA PMSI:
What is the PCA Market Sentiment Indicator (PMSI)?
The PMSI is a measure meant to gauge the market’s sentiment regarding economic growth risk.
Growth risk cuts across most financial assets, and is the largest risk exposure that most portfolios
bear. The PMSI takes into account the momentum (trend over time, positive or negative) of the
economic growth risk exposure of publicly traded stocks and bonds, as a signal of the future
direction of growth risk returns; either positive (risk seeking market sentiment), or negative (risk
averse market sentiment).
How do I read the PCA Market Sentiment Indicator (PMSI) graph?
Simply put, the PMSI is a color coded indicator that signals the market’s sentiment regarding
economic growth risk. It is read left to right chronologically. A green indicator on the PMSI
indicates that the market’s sentiment towards growth risk is positive. A gray indicator indicates that
the market’s sentiment towards growth risk is neutral or inconclusive. A red indicator indicates that
the market’s sentiment towards growth risk is negative. The black line on the graph is the level of
the PMSI. The degree of the signal above or below the neutral reading is an indication the signal’s
current strength.
Momentum as we are defining it is the use of the past behavior of a series as a predictor of its
future behavior.

PCA Market Sentiment Indicator (1995 - 2011)

Positive

Positive

Neutral

Neutral

Negative

Negative

Avoid Growth Risk

Growth Risk Neutral
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Embrace Growth Risk

PCA Sentiment Indicator

PCA Market Sentiment Indicator
How is the PCA Market Sentiment Indicator (PMSI) Constructed?
The PMSI is constructed from two sub-elements representing investor sentiment in stocks and
bonds:
1. Stock return momentum: Return momentum for the S&P 500 Equity Index (trailing 12-months)
2. Bond yield spread momentum: Momentum of bond yield spreads (excess of the measured
bond yield over the identical duration U.S. Treasury bond yield) for corporate bonds (trailing
12-months) for both investment grade bonds (75% weight) and high yield bonds (25% weight).
The scale of this measure is adjusted to match that of the stock return momentum measure.
The black line reading on the graph is calculated as the average of the stock return momentum
measure and the bonds spread momentum measure. The color reading on the graph is
determined as follows:
1. If both stock return momentum and bond spread momentum are positive = GREEN (positive)
2. If one of the momentum indicators is positive, and the other negative = GRAY (inconclusive)
3. If both stock return momentum and bond spread momentum are negative = RED (negative)
What does the PCA Market Sentiment Indicator (PMSI) mean? Why might it be useful?
There is strong evidence that time series momentum is significant and persistent. In particular,
across an extensive array of asset classes, the sign of the trailing 12-month return (positive or
negative) is indicative of future returns (positive or negative) over the next 12 month period. The
PMSI is constructed to measure this momentum in stocks and corporate bond spreads. A reading
of green or red is agreement of both the equity and bond measures, indicating that it is likely that
this trend (positive or negative) will continue over the next 12 months. When the measures
disagree, the indicator turns gray. A gray reading does not necessarily mean a new trend is
occurring, as the indicator may move back to green, or into the red from there. The level of the
reading (black line) and the number of months at the red or green reading, gives the user
additional information on which to form an opinion, and potentially take action.

I Momentum

as we are defining it is the use of the past behavior of a series as a predictor of its future behavior.

“Time Series Momentum” Moskowitz, Ooi, Pedersen, August 2010
http://pages.stern.nyu.edu/~lpederse/papers/TimeSeriesMomentum.pdf
ii
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City of Oakland Police and Fire Retirement System
Cash Flow Recommendation Summary

Asset Class / Manager / Liquidity
January-March 2019 Report

Domestic Equity
Domestic Equity
Domestic Equity
Domestic Equity
Domestic Equity
Domestic Equity
International Equity
International Equity
International Equity

Northern Trust
R1000 Growth (SSgA)
R1000 Value (SSgA)
EARNEST Partners
NWQ
Rice Hall James
Total Domestic Equity
Passive/Enhanced (SSgA)
Fisher
Hansberger
Total International Equity

Tier
1
3
3
3
3
3
3
3
3

Total Public Equity
Covered Calls
Crisis Risk Offset
Crisis Risk Offset
Domestic Fixed Income
Domestic Fixed Income
Domestic Fixed Income

Cash

Parametric
Total Covered Calls

2

New/Current Manager
Parametric Risk Premia
Total Crisis Risk Offset

3
3

Reams
DDJ
Ramirez
Total Public Fixed

2
2
2

Cash

1

Total Stable
Total Portfolio
Description of Liquidity Tiers

Tier
Tier 1
Tier 2
Tier 3
Tier 4

Description
Public, Scheduled Withdrawal Allowances
Public, Accommodating of Withdrawals
Public, Must Plan Withdrawals
Closely Held

Amount
$86.2
145.1
112.0
0.0
$343.3

in Months
14.4
24.2
18.7
-

PCA, LLC

City of Oakland Police and Fire Retirement System
Cash Flow Recommendation Summary

Actual Cash
Flows (For Oct - Dec Benefits)
Payable the 1st of each month

PFRS Asset Allocation
(October 31st Market Values)*

Northern Trust
R1000 Growth (SSgA)
R1000 Value (SSgA)
EARNEST Partners
NWQ
Rice Hall James
Total Domestic Equity

Market
Market
Target (%)
Value
Value (%)
($mm)
78.6
21.4%
26.0%
9.5
2.6%
0.0%
8.3
2.3%
0.0%
28.9
7.8%
8.0%
9.4
2.5%
3.0%
12.6
3.4%
3.0%
147.3
40.0%
40.0%

Passive/Enhanced (SSgA)
Fisher
Hansberger
Total International Equity

13.6
14.9
14.7
43.3

3.7%
4.1%
4.0%
11.8%

3.6%
4.2%
4.2%
12.0%

$ Variance (from
basic target)

190.6

51.8%

52.0%

47.6
47.6

12.9%
12.9%

5.0%
5.0%

29,223,450
29,223,450

Long Duration Manager
Parametric Risk Premia
Crisis Risk Offset

0.0
24.6
24.6

0.0%
6.7%
6.7%

3.3%
6.7%
10.0%

(12,269,688)
100,845
(12,168,842)

Reams
DDJ
Ramirez
Total Public Fixed
Cash with Custodian
Cash in Treasury**

22.3
7.9
67.3
97.5
0.1
7.5

6.1%
2.1%
18.3%
26.5%
0.0%
2.0%

12.0%
2.0%
19.0%
33.0%
0.0%
0.0%

(21,832,920)
529,180
(2,648,290)
(23,952,030)
145,000
7,532,000

Total Stable

105.2

28.6%

33.0%

(16,420,030)

Total Portfolio

368.1

100.0%

100.0%
Manager
Cash in Treasury
Parametric (CC)

($mm)

Inflow

$mm

Outflow

($mm)

(1.5)

(1.5)

(779,320)

---

Suggested Cash Withdrawals

MV ($mm)
147.3
43.3
190.6
47.6
24.6
97.5
105.2
368.1

Outflow

379,724
(523,822)
(722,822)
(866,920)

Total Public Equity

Portfolio Segment
Total Domestic Equity
Total International Equity
Total Public Equity
Total Covered Calls
Total Crisis Risk Offset
Total Public Fixed
Total Stable
Total Portfolio

($mm)

(17,065,660)
9,521,000
8,319,000
(552,280)
(1,687,730)
1,553,270
87,600

Parametric
Total Covered Calls

February 28th Market Values by Portfolio Segment

Inflow

Suggested Cash
Flows (For Jan - March Benefits)
Payable the 1st of each month

Amount
$11.20 Million
$3.0 Million

(3.00)

11.20

(11.20)

11.20

(11.20)

11.20

(14.20)

11.20

(14.20)

Projected Equity to Fixed Allocation (MV)
As of 10/31/18
Total Covered Calls
Total Public Equity

55.6%

Total Stable
31.1%

$ difference in MV of Public
Equity from 52% allocation:

13.2%

$12.2 million

* Estimated based on PFRS October 31, 2018 Northern Trust statement.
** Preliminary value as of October 31, 2018 per OPFRS staff.

PCA, LLC

City of Oakland Police and Fire Retirement System
Cash Flow Recommendation Summary

Projected PFRS Asset Allocation
(As of March 31st)

Northern Trust
R1000 Growth (SSgA)
R1000 Value (SSgA)
EARNEST Partners
NWQ
Rice Hall James
Total Domestic Equity
Passive/Enhanced (SSgA)
Fisher
Hansberger
Total International Equity

Est Mkt
Value ($mm)

Est Mkt
Value (%)

Target (%)

78.6
9.5
8.3
27.4
9.4
12.6
145.8

23.3%
2.8%
2.5%
8.1%
2.8%
3.7%
43.2%

26.0%
0.0%
0.0%
8.0%
3.0%
3.0%
40.0%

12.1
14.9
14.7
41.8

3.6%
4.4%
4.4%
12.4%

3.6%
4.2%
4.2%
12.0%

Projected
% Variance
(from target)

Projected
$ Variance (from
target)

-2.7%
2.8%
2.5%
0.1%
-0.2%
0.7%
3.2%

(9,061,560)
9,521,000
8,319,000
410,520
(764,180)
2,476,820
10,901,600

0.0%
0.2%
0.2%
0.4%

(12,016)
769,148
570,148
1,327,280

Total Public Equity

187.6

55.6%

52.0%

3.6%

12,228,880

Parametric
Total Covered Calls

44.6
44.6

13.2%
13.2%

5.0%
5.0%

8.2%
8.2%

27,762,700
27,762,700

New/Current Manager
Parametric Risk Premia
Total Crisis Risk Offset

0.0
24.6
24.6

0.0%
7.3%
7.3%

3.3%
6.7%
10.0%

-3.3%
0.6%
-2.7%

(11,243,522)
2,153,158
(9,090,364)

Reams
DDJ
Ramirez
Total Public Fixed

22.3
7.9
67.3
97.5
0.1
7.5

6.6%
2.3%
19.9%
28.9%
0.0%
2.2%

12.0%
2.0%
19.0%
33.0%
0.0%
0.0%

-5.4%
0.3%
0.9%
-4.1%
0.0%
2.2%

(18,138,720)
1,144,880
3,200,860
(13,792,980)
145,000
7,532,000

Total Stable

105.1

31.1%

33.0%

-1.9%

(6,260,980)

Total Portfolio

337.3

100.0%

100.0%

---

Cash with Custodian
Cash in Treasury**

---

Notes



October 31st market values are those listed by Northern Trust.



Report reflects change in asset allocation and beneficiary payments of rebalancing on a quarterly basis. (Estimated
at $14.2 million per OPFRS).



Report reflects monthly City of Oakland contributions of approximately $3.74 million.



As of October 31st, the projected public equity portfolio represents 55.6% of the portfolio ($12.2 million more than the
target allocation of 52.0%).



Target Policy Allocations represent interim-target allocations approved in June 2017.

PCA, LLC

Q3 2018

Oakland Police and Fire Retirement
System
Quarterly Report

This report is solely for the use of client personnel. No part of it may be circulated, quoted, or reproduced for distribution outside the client organization without prior written approval from
Pension Consulting Alliance, LLC.
Nothing herein is intended to serve as investment advice, a recommendation of any particular investment or type of investment, a suggestion of purchasing or selling securities, or an invitation or inducement to engage in investment activity.
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TOTAL PORTFOLIO SUMMARY
As of September 30, 2018, the City of Oakland Police and Fire Retirement System (OPFRS) portfolio had an aggregate value of $391.5
million. This represents a $15.3 million increase in investment value, and ($3.0) million in benefit payments, over the quarter. During the
previous one-year period, the OPFRS Total Portfolio increased in value by $37.8 million, and withdrew ($12.8) million for benefit payments.
Asset Allocation Trends
The asset allocation targets (see table on page 22) reflect those as of September 30, 2018. Target weightings reflect the interim phase
(CRO = 10%) of the Plan’s previously approved asset allocation (effective 5/31/2017).
With respect to policy targets, the portfolio ended the latest quarter overweight Domestic and International Equity, Covered Calls, and
Cash, while underweight Fixed Income and Crisis Risk Offset.
Recent Investment Performance
During the most recent quarter, the OPFRS Total Portfolio generated an absolute return of 4.1%, gross of fees, underperforming its policy
benchmark by (48) basis points. The portfolio outperformed its benchmark by 21 basis points over the 1-year period, outperformed by
25 basis points over the 3-year period, and outperformed by 6 basis points over the 5-year period.
The Total Portfolio outperformed the Median fund’s return over all time periods measured. Performance differences with respect to the
Median Fund continue to be attributed largely to differences in asset allocation.

Total Portfolio 1
Policy Benchmark 2
Excess Return
Reference: Median Fund 3
Reference: Total Net of Fees 4

Quarter
4.1
4.5
-0.4
3.2
4.0

Fiscal YTD
4.1
4.5
-0.4
3.2
4.0

1 Year
10.5
10.3
0.2
8.2
10.2

3 Year
12.0
11.8
0.2
10.0
11.7

5 Year
8.9
8.8
0.1
7.9
8.5

Gross of Fees. Performance since 2005 includes securities lending.
Evolving Policy Benchmark consists of 48% Russell 3000, 12% MSCI ACWI ex U.S., 20% Bbg BC Universal, and 20% CBOE BXM
3 Investment Metrics < $1 Billion Public Plan Universe.
4 Longer-term (>1 year) Net of fee returns are estimated based on OPFRS manager fee schedule (approximately 34 bps).
1
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ECONOMIC & MARKET OVERVIEW – 3Q 2018
Overview: Real U.S. GDP increased by 3.5% (advance estimate) in the third quarter of 2018. GDP growth was driven by increases in personal consumption

expenditures, private inventory investments, government spending, and nonresidential fixed investment, while a decrease in exports and residential fixed
investments detracted from GDP growth over the quarter. At quarter-end, the unemployment rate decreased to 3.7%. The seasonally adjusted Consumer
Price Index for All Urban Consumers increased by 1.8% on an annualized basis during the quarter. Commodities fell during the second quarter, but the 1year return for a basket of commodities remains positive at 2.6%. Global equity returns were positive for the quarter at 4.4% (MSCI ACWI). The U.S. Dollar
appreciated against the Euro, Pound, and Yen by 0.7%, 1.3%, and 2.7%, respectively.
Economic Growth


Real GDP increased at an annualized rate of 3.5 percent in the third
quarter of 2018.



Real GDP growth was driven by increases in personal consumption
expenditures, private inventory investments, government spending,
and nonresidential fixed investment.



GDP growth was partially offset during the quarter by a decrease in
exports and residential fixed investments.

Annualized Quarterly GDP Growth

3.1%

3.2%

4.2%
2.9%

6.0%
3.5%

2.2%

4.0%
2.0%

2017 Q2 2017 Q3 2017 Q4 2018 Q1 2018 Q2 2018 Q3

0.0%

Inflation


CPI-U After Seasonal Adjustment

The Consumer Price Index for All Urban Consumers (CPI-U) increased
by 1.8 percent during the third quarter on an annualized basis after
seasonal adjustment.



Quarterly percentage changes may be adjusted between data
publications due to periodic updates in seasonal factors.



Core CPI-U increased by 1.8 percent for the quarter on an
annualized basis after seasonal adjustment.



Over the last 12 months, core CPI-U increased by 2.2 percent after
seasonal adjustment.

3.9%
2.5%

2.5%

2.3%

1.8%

0.5%
2017 Q2 2017 Q3 2017 Q4 2018 Q1 2018 Q2 2018 Q3

5.0%
4.0%
3.0%
2.0%
1.0%
0.0%

Unemployment


The U.S. economy gained approximately 512,000 jobs in the third
quarter of 2018.



The unemployment rate declined to 3.7% at quarter-end, the lowest
rate since 1969.



The majority of jobs gained occurred in professional services,
educational and health services, and construction. The primary
contributors to jobs lost were in retail trade, utilities, and information.

Unemployment Rate
4.4%

4.1%

4.1%

4.1%

4.0%

3.7%

6.0%
4.0%
2.0%

2017 Q2 2017 Q3 2017 Q4 2018 Q1 2018 Q2 2018 Q3

0.0%
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ECONOMIC & MARKET OVERVIEW – 3Q 2018
Interest Rates & US Dollar
Treasury Yield Curve Changes
6/28/2018

On September 26th, the Federal Reserve raised the federal funds rate
for the third time this year. The current target is between 2.00 and 2.25
percent.

2.0%
1.0%
30 yr

20 yr

0.0%
10 yr

The U.S. Dollar appreciated against the Euro, Pound, and Yen by
0.7%, 1.3%, and 2.7%, respectively.

3.0%

7 yr



4.0%

5 yr



The yield curve flattened over the quarter with shorter yields rising
faster than intermediate and long-term yields.

3 mo
6 mo
1 yr
2 yr
3 yr



9/28/2018

Source: US Treasury Department

Fixed Income

U.S. bonds were mixed over the quarter as most sectors produced returns of +/- 1% over the period. High Yield provided the strongest return with 2.4%
over the quarter.
Over the trailing 1-year period, High Yield materially outperformed all other sectors with a 3.1% return. Investment grade bonds experienced a more
challenging environment over the 1-year period.

3.1%

2.4%

0.9%

4.0%
2.0%

US Fixed Income Sector Performance
(BB Aggregate Index)

Fixed Income Returns

6.0%

0.0%

QTR
BB Agg

BB Govt*

-0.9%

-1.1%

-1.6%

-1.2%

-4.0%

1-Year
BB Credit

*U.S. Treasuries and Agencies

BB Mortgage

BB High Yield

Weight

QTR

1 Year

41.4%

-0.4%

-1.4%

2.9%

0.3%

-0.5%

Inv. Grade Credit

25.1%

1.0%

-1.2%

MBS

28.1%

-0.1%

-0.9%

ABS

0.5%

0.5%

0.5%

CMBS

1.9%

0.5%

-0.6%

Agencies
-0.1%

-2.0%

Sector
Governments*

0.0%
-0.6%



*U.S. Treasuries and Government Related
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ECONOMIC & MARKET OVERVIEW – 3Q 2018
U.S. Equities

During the quarter, growth stocks outperformed value stocks across market capitalizations. In terms of market capitalization, large cap stocks provided
the strongest returns across styles. Large cap growth stocks returned this quarter’s strongest return at 9.2%, and small cap value stocks provided the
weakest result at 1.6%.

17.6%
25.9%
9.5%
17.8%
26.3%
9.5%
15.2%
21.1%
9.3%

0.4%

During the trailing 1-year period, core and growth U.S. equities provided positive double-digit returns, with the top performer, large cap growth,
returning 26.3%. Conversely, small cap value trailed all other market caps and styles with a return of 9.3%.
U.S. Equity Sector Performance
(Russell 3000 Index)

U.S. Equity Returns

30%
25%
20%
15%
10%
5%
0%
-5%

7.1%
8.9%
5.4%
7.4%
9.2%
5.7%
3.6%
5.5%
1.6%



Sector
Information Tech.
Health Care
Financials
Consumer Disc.
Industrials

QTR

Comm. Services

1-Year

Consumer Staples

R3000 (Broad Core)

R3000G (Broad Gr)

R3000V (Broad Val)

R1000 (Lg Core)

R1000G (Lg Gr)

R1000V (Lg Val)

R2000 (Sm Core)

R2000G (Sm Gr)

R2000V (Sm Val)

Energy
Real Estate
Materials
Utilities

Weight

QTR

1 Year

20.7%

12.1%

36.3%

14.3%

13.6%

20.0%

14.2%

3.7%

8.6%

10.5%

7.2%

30.5%

10.3%

9.1%

11.6%

9.0%

1.7%

13.5%

6.0%

5.1%

3.3%

5.6%

0.7%

15.2%

3.7%

0.5%

4.6%

2.9%

0.0%

3.9%

2.8%

2.5%

4.2%

International Equities

International equities provided moderate returns over the quarter. Emerging Markets trailed all other regions with a return of -0.9%.
Over the trailing 1-year period, the Pacific led all other regions with a return of 8.5%, while Emerging Markets trailed all other regions with a -0.4%
return.
International Equity Returns (GD in USD)
8.5%

International Equity Region Performance (GD in USD)
(MSCI ACWI ex US)
Sector

-0.9%

-10%

QTR
MSCI ACWI Ex U.S.

-0.4%

0%
-5%

MSCI EAFE

1-Year
MSCI Europe

MSCI Pacific

Weight
31.4%

QTR
1.8%

Emerging Markets

24.7%

-0.9%

-0.4%

Japan

16.9%

3.8%

10.6%

United Kingdom

12.1%

-1.7%

2.9%

Pacific Ex. Japan

8.2%

-0.5%

4.4%

Canada

6.7%

1.0%

2.7%

Europe Ex. UK

0.3%

3.2%

2.3%

2.4%

5%

0.8%

10%

1.4%

15%
0.8%



1 Year
-0.7%

MSCI EM
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ECONOMIC & MARKET OVERVIEW – 3Q 2018
Market Summary – Multi-term Performance*
Indexes
Global Equity
MSCI AC World Index
Domestic Equity
S&P 500
Russell 3000
Russell 3000 Growth
Russell 3000 Value
Russell 1000
Russell 1000 Growth
Russell 1000 Value
Russell 2000
Russell 2000 Growth
Russell 2000 Value
Russell Microcap
Alerian MLP Index
CBOE BXM Index
International Equity
MSCI ACWI ex USA
MSCI EAFE
MSCI Europe
MSCI Pacific
MSCI EM (Emerging Markets)
Fixed Income
BB Universal
Global Agg. - Hedged
BB Aggregate Bond
BB Government
BB Credit Bond
BB MBS
BB High Yield
BBWGIL All Maturities - Hedged
Emerging Markets Debt
Real Estate
NCREIF
FTSE NAREIT All Equity Index
Commodity Index
Bloomberg Commodity Index

Month

Quarter

1 Year

3 Years

5 Years

10 Years

20 Years

0.5%

4.4%

10.3%

14.0%

9.2%

8.8%

6.7%

0.6%
0.2%
0.3%
0.0%
0.4%
0.6%
0.2%
-2.4%
-2.3%
-2.5%
-3.3%
-1.6%
0.0%

7.7%
7.1%
8.9%
5.4%
7.4%
9.2%
5.7%
3.6%
5.5%
1.6%
0.8%
6.6%
4.9%

17.9%
17.6%
25.9%
9.5%
17.8%
26.3%
9.5%
15.2%
21.1%
9.3%
13.6%
4.9%
9.8%

17.3%
17.1%
20.4%
13.7%
17.1%
20.6%
13.6%
17.1%
18.0%
16.1%
16.4%
4.4%
10.3%

13.9%
13.5%
16.2%
10.6%
13.7%
16.6%
10.7%
11.1%
12.1%
9.9%
10.5%
-2.7%
9.0%

12.0%
12.0%
14.2%
9.8%
12.1%
14.3%
9.8%
11.1%
12.7%
9.5%
10.8%
9.2%
6.6%

7.4%
7.8%
7.3%
7.8%
7.7%
7.2%
7.6%
9.4%
8.6%
9.8%
----6.3%

0.5%
0.9%
0.4%
1.9%
-0.5%

0.8%
1.4%
0.8%
2.4%
-0.9%

2.3%
3.2%
0.3%
8.5%
-0.4%

10.5%
9.8%
8.4%
12.7%
12.8%

4.6%
4.9%
4.3%
6.0%
4.0%

5.7%
5.9%
5.5%
6.8%
5.8%

6.3%
5.6%
5.4%
6.4%
10.2%

-0.4%
-0.4%
-0.6%
-0.9%
-0.3%
-0.6%
0.6%
-0.8%
1.3%

0.3%
0.0%
0.0%
-0.6%
0.9%
-0.1%
2.4%
-0.8%
1.6%

-1.0%
0.8%
-1.2%
-1.6%
-1.1%
-0.9%
3.0%
2.1%
-1.7%

2.0%
2.4%
1.3%
0.3%
3.0%
1.0%
8.1%
3.9%
5.5%

2.5%
3.1%
2.2%
1.3%
3.4%
2.0%
5.5%
3.8%
4.5%

4.2%
4.1%
3.8%
2.7%
5.9%
3.3%
9.5%
4.4%
7.4%

4.8%
4.5%
4.5%
4.0%
5.2%
4.5%
6.9%
--9.6%

0.7%
-2.4%

2.0%
0.7%

8.4%
4.2%

9.4%
9.2%

11.0%
9.7%

5.3%
8.1%

8.7%
9.7%

1.9%

-2.0%

2.6%

-0.1%

-7.2%

-6.2%

1.5%

*Performance is annualized for periods greater than one year.
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ECONOMIC & MARKET OVERVIEW – 3Q 2018
Annual Asset Class Performance

7

INVESTMENT MARKET RISK METRICS1

Investment Market Risk Metrics
Takeaways

1

•

September completed another strong quarter for U.S. equity markets, with most broad indices producing mid-to-high
single-digit returns. Other asset types and regions were more challenged, with Emerging Markets equity and U.S.
Treasury-centric fixed income indices producing unfavorable returns over the month and quarter.

•

Implied equity market volatility (i.e., VIX) declined over the quarter and remains materially below the long-term average
level.

•

PCA’s sentiment indicator finished the quarter in positive territory (green).

•

U.S. Treasury interest rates increased across the yield curve during the quarter. The yield curve is currently fairly flat, with
the spread between 30-year and 3-month U.S. Treasury yields at 1.0% as of quarter-end.

•

Non-U.S. Developed and Emerging Markets equity valuations are currently in-line with long-term averages, but they
remain modestly cheap relative to U.S. levels.

•

A prevailing market theme at the moment is the divergence of U.S. fiscal and monetary policies. Whereas fiscal policy is
currently stimulative, monetary policy is generally tightening as economic growth, inflation, and unemployment are
approaching late-cycle levels. PCA expects this to remain a topic of interest/concern over the near- and intermediateterms.

•

The global economic system is in the early stages of a transition. This change is from an environment of easy monetary
policy, strong asset returns, and robust growth to a period of tighter monetary policy, lower asset returns, and more
disparate and challenging growth. Monitoring this transition will be crucial to institutional portfolio management.

See Appendix for the rationale for selection and calculation methodology used for the risk metrics.

8

9

Information Behind Current Sentiment Reading
Bond Spread Momentum Trailing‐Twelve Months

Positive

Equity Return Momentum Trailing‐Twelve Months

Positive

Agreement Between Bond and Equity Momentum Measures?

Agree

Growth Risk Visibility
(Current Overall Sentiment)
Positive
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Developed Public Equity Markets

U.S. Equity Market P/E Ratio1
versus Long‐Term Historical Average

Exhibit 1

P/E Ratio

50
45
40
35
30
25
20
15
10
5
0

1

2000
US Markets
Current P/E as of
9/2018 =32.5x

1929
1901

1966

2009
1981

1921

US Markets
Long‐term Average
(since 1880)
P/E = 16.9x

P/E ratio is a Shiller P/E‐10 based on 10 year real S&P 500 earnings over S&P 500 index level.

(Please note different time scales)
Exhibit 2

P/E Ratio

45
40
35
30
25
20
15
10
5
0
1

Developed ex‐U.S. Equity Market P/E Ratio1
versus Long‐Term Historical Average2

P/E ratio is a Shiller P/E‐10 based on 10 year real MSCI EAFE earnings
over EAFE index level.

Average 1982‐
9/2018 EAFE Only
P/E = 23.2x
Intl Developed
Markets Current P/E
as of 9/2018
= 17.5x

Long‐term Average
Historical 2
P/E = 16.9x
2

To calculate the LT historical average, from 1881 to 1982 U.S. data is used as developed market proxy. From 1982 to present, actual
developed ex‐US market data (MSCI EAFE) is used.
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Emerging Markets Public Equity Markets

Emerging Markets PE / Developed Markets PE
(100% = Parity between PE Ratios)

Exhibit 3

275%
250%
225%

Russian crisis ,
LTCM implosion,
currency
devaluations

EM/DM relative PE ratio is slightly
below the historical average

200%
175%
150%

Mexican
Peso crisis

Technology and
telecom crash

World financial crisis

125%
100%
75%
50%

Commodityprice run‐up

Asian crisis

25%
0%

Source: Bloomberg, MSCI World, MSCI EMF

EM/DM PE

Average EM/DM PE

Parity
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U.S. Private Equity Markets

13

Private Real Estate Markets

14

Credit Markets U.S. Fixed Income

Investment Grade Corporate Bond Spreads

Spread Over Treasuries (basis points)

Exhibit 9
700
600
500

Investment grade spreads decreased
during the third quarter and remain
below the long‐term average level.

400
Investment Grade
Bond Spreads

300
200
100

Average spread since
1994 (IG Bonds)

0

Source: LehmanLive: Barclays Capital US Corporate Investment Grade Index Intermediate Component.

Spread Over Treasuries (basis points)

Exhibit 10
2000
1800
1600
1400
1200
1000
800
600
400
200
0

High Yield Corporate Bond Spreads
Similarly, high yield spreads narrowed in the
third quarter and still remain below the
long‐term average level.

Source: LehmanLive: Barclays Capital U.S. Corporate High Yield Index.

High Yield Bond
Spreads

Average spread since
1994 (HY Bonds)
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Other Market Metrics
Exhibit 11

VIX ‐ a measure of equity market fear / uncertainty

80.0
70.0
60.0

Equi ty ma rket volatility (VIX) decreased i n the third quarter relative to the second
qua rter and ended the quarter below the long‐term average l evel (≈ 19.4) a t 12.1.

50.0
40.0
30.0
20.0
10.0
0.0

Source: http://www.cboe.com/micro/vix/historical.aspx

(Please note different time scales)
Exhibit 12
5.0
4.0
3.0

Yield Curve Slope
The a verage 10‐year Treasury i nterest ra te increased over the quarter. The a verage one‐year
Trea sury i nterest ra te also increased during the quarter. La stly, the slope decreased during
the thi rd quarter, but the yi eld curve remains upward sloping.

2.0
1.0
0.0
‐1.0
‐2.0

Yield curve slopes that are negative
(inverted) portend a recession.

‐3.0

Source: www.ustreas.gov (10‐year treasury yield minus 1‐year treasury yield)
Recession Dating: NBER http://www.nber.org/cycles.html
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Measures of Inflation Expectations
Exhibit 13
3.50%
3.00%
2.50%
2.00%
1.50%
1.00%
0.50%
0.00%
‐0.50%
‐1.00%

10‐Year Breakeven Inflation
(10‐year nominal Treasury yield minus 10‐year TIPS yield)

Brea keven inflation ended September at 2.14%, a s light i ncrease from the
end of June. The 10‐year TIPS real‐yield rose to 0.91%, a nd the nominal
10‐yea r Treasury yi eld i ncreased, ending the quarter a t 3.05%.

Source: www.ustreas.gov
Da i ly Yield Curve Rates (10‐year nominal treasury yi eld minus 10‐year TIPs yi eld)

(Please note different time scales)
Exhibit 14
160
140

Inflation Adjusted Bloomberg
Commodity Price Index (1991 = 100)

Long Term Average

120
100
80
60
40
20

Broad commodity prices decreased during the quarter but continue
to remain above the historical lows set in early 2016.

0

Source: Bloomberg Commodity Index, St. Louis Fed for US CPI a ll urban consumers.
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Measures of U.S. Treasury Interest Rate Risk

Expected Real Yield of 10‐Year Treasury

Exhibit 15

Estimate of 10‐Year Treasury Forward‐Looking Real Yield

10.0
The forward‐looking a nnual real yi eld on 10‐year Treasuries
i s estimated a t approximately 0.80% rea l, assuming 10‐year
a nnualized inflation of 2.20%* per year.

8.0
6.0
4.0
2.0
Long Term Avera ge.

0.0
‐2.0

Sources: www.ustreas.gov for 10‐year constant ma turity ra tes
*Federal Reserve Bank of Philadelphia survey of professional forecasts for inflation estimates

10‐Year Treasury Duration
(Change in Treasury price with a change in interest rates)

10‐Year Treasury Bond Duration

Exhibit 16
9.50
9.00
8.50
8.00
7.50
7.00
6.50
6.00
5.50
5.00
4.50
4.00

Higher Risk

Interest rate risk is off all‐time highs.

If the 10‐year Treasury yield rises by 100 basis
points from today's levels, the capital loss from
the change in price is expected to be ‐8.5%.
Lower Risk

Source: www.ustreas.gov for 10‐year constant maturity ra tes, calculation of duration
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Performance and Market Values As of September 30, 2018

Return

Investment Performance
Investment
Performance
16.0
12.0
8.0
4.0
0.0

Portfolio Valuation (000's)

10.510.3

8.2

12.011.8
10.0

8.9 8.8 7.9

10.5 9.9 10.0

8.8 8.1 8.1

OPFRS Total Plan
Beginning Market Value
Net Contributions
Gain/Loss
Ending Market Value

4.1 4.5 3.2

1
Quarter

1
Year

3
Years

Total Plan (Gross)

5
Years

7
Years

10
Years

1
Quarter

1
Year

379,203
-3,018
15,312
391,498

366,459
-12,804
37,843
391,498

OPFRS Policy Benchmark

All Public Plans < $1B-Total Fund

Asset Class Performance (gross of fees)
1
Quarter

1
Year

3
Years

5
Years

7
Years

10
Years

OPFRS Total Plan

4.1

10.5

12.0

8.9

10.5

8.8

OPFRS Policy Benchmark*
Excess Return

4.5
-0.4

10.3
0.2

11.8
0.2

8.8
0.1

9.9
0.6

8.1
0.7

Domestic Equity

6.3

18.6

17.4

13.5

17.0

12.4

Russell 3000 (Blend)**
Excess Return

7.1
-0.8

17.6
1.0

17.1
0.3

13.5
0.0

16.9
0.1

12.0
0.4

International Equity

0.8

2.0

11.0

5.7

9.2

6.2

MSCI ACWI Ex US (Blend)^
Excess Return

0.8
0.0

2.3
-0.3

10.5
0.5

4.6
1.1

7.7
1.5

5.7
0.5

Fixed Income

0.3

0.2

2.6

3.0

3.0

5.1

Bloomberg Barclays Universal (Blend)^^
Excess Return

0.3
0.0

-1.0
1.2

2.0
0.6

2.5
0.5

2.6
0.4

4.2
0.9

Covered Calls

6.1

10.8

12.9

-

-

-

CBOE BXM
Excess Return

4.9
1.2

9.8
1.0

10.3
2.6

-

-

-

Cash

0.5

1.6

1.0

0.6

0.4

-

FTSE 3 Month T-Bill
Excess Return

0.5
0.0

1.6
0.0

0.8
0.2

0.5
0.1

0.4
0.0

-

* Starting on 5/1/2016, Policy Benchmark consists of 48% Russell 3000, 12% MSCI ACWI ex U.S., 20% BC Universal, 20% CBOE BXM
** Domestic Equity Benchmark consists of S&P 500 thru 3/31/98, 10% R1000, 20% R1000V, 5% RMC from 4/1/98 - 12/31/04, and Russell 3000 from 1/1/05 to present
^ International Equity Benchmark consists of MSCI EAFE thru 12/31/04, and MSCI ACWI x US thereafter.
^^ Fixed Income Benchmark consists of Bbg BC Aggregate prior to 4/1/06, and Bbg BC Universal thereafter.

Oakland Police and Fire Retirement System
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OPFRS Portfolio Relative Performance Results
As of September 30, 2018

Trailing Period Perfomance (annualized)
16.0
12.0

Return

12.0

10.5

10.0

8.9

8.2

8.0
4.0

11.8

10.3

4.5

4.1

8.8

7.9

3.2

0.0
1
Quarter

1
Year

Total Plan (Gross of Fees)

3
Years
OPFRS Policy Benchmark

5
Years
All Public Plans < $1B-Total Fund

12-month Performance- As of September 30, 2018
24.0

Return

18.0
12.0

15.4
9.9

10.1

10.3

10.2

11.0

14.0

9.7

12.1

10.5

10.3

8.2

6.0
0.0

-1.0

-0.8

-0.5

-6.0
2014
OPFRS Total Plan

Oakland Police and Fire Retirement System

2015

2016
OPFRS Policy Benchmark

2017

2018

All Public Plans < $1B-Total Fund
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Actual vs. Target Allocation
As of September 30, 2018

OPFRS Total Plan
Domestic Equity
International Equity
Total Fixed Income
Covered Calls
Crisis Risk Offset
Cash

Asset
Allocation
($000)
391,498
161,383
47,674
98,103
50,678
25,800
7,858

Asset
Allocation
(%)
100.0
41.2
12.2
25.1
12.9
6.6
2.0

Target
Allocation*
(%)
100.0
40.0
12.0
33.0
5.0
10.0
0.0

Variance
(%)
0.0
1.2
0.2
-7.9
7.9
-3.4
2.0

*Target weightings reflect the Plan’s evolving asset allocation (effective 3/31/2014).

Actual Asset Allocation Comparison
September 30, 2018 : $391,497,604

Cash
2.0
Crisis Risk Offset
6.6
Fixed Income
25.1

Covered Calls
12.9

Oakland Police and Fire Retirement System

Domestic Equity
41.2

International Equity
12.2

June 30, 2018 : $379,203,357

Cash
2.1
Crisis Risk Offset
0.0
Fixed Income
25.8

Covered Calls
19.0

Domestic Equity
40.5

International Equity
12.6
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Manager Performance - Gross of Fees
As of September 30, 2018

Domestic Equity
Manager - Style
Large Cap Core
Northern Trust Russell 1000 Index

Mkt
Value
($000)

1
Quarter

84,619

1
Year

3
Years

5
Years

Since
Inception*

7.4

17.7

17.0

13.7

14.9

Russell 1000 Index

7.4

17.8

17.1

13.7

14.9

Excess Return

0.0

-0.1

-0.1

0.0

0.0

5.7

9.5

13.6

---

8.4

5.7

9.5

13.6

---

8.3

0.0

0.0

0.0

---

0.1

9.2

26.3

20.6

---

15.5

9.2

26.3

20.6

---

15.5

0.0

0.0

0.0

---

0.0

Large Cap Value
SSgA Russell 1000 Value Index

9,275

Russell 1000 Value Index
Excess Return
Large Cap Growth
SSgA Russell 1000 Growth Index

10,951

Russell 1000 Growth Index
Excess Return
Mid Cap Core
EARNEST Partners - Active

31,921

Russell Midcap Index
Excess Return
Small Cap Value
NWQ - Active

10,427

Russell 2000 Value Index
Excess Return
Small Cap Growth
Rice Hall James - Active

14,191

Russell 2000 Growth Index
Excess Return

5.9 (15)

17.0 (20)

18.6 (10)

14.4 (18)

5.0

14.0

14.5

11.7

8.9

0.9

3.0

4.1

2.7

1.1

-1.4 (95)

10.6 (39)

16.1 (35)

11.4 (36)

10.0

8.2

1.6

9.3

16.1

9.9

7.2

-3.0

1.3

0.0

1.5

1.0

5.2 (77)

30.8 (35)

---

---

27.4

5.5

21.1

---

---

22.3

-0.3

9.7

---

---

5.1

Inception
Date
06/2010

11/2014

11/2014

(29)

04/2006

(74)

02/2006

(49)

07/2017

Over the latest three-month period ending September 30, 2018, two of OPFRS's three active Domestic Equity managers underperformed their
respective benchmarks.
All of OPFRS's passive Domestic Equity mandates performed in-line with their respective benchmarks.
Northern Trust, the Plan’s passive large cap core transition account, continues to perform in-line with its benchmark over all time periods measured.
This performance is within expectations for a passive mandate.

Oakland Police and Fire Retirement System
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Manager Performance - Gross of Fees
As of September 30, 2018

Domestic Equity
SSgA Russell 1000 Value, the Plan’s passive large cap value account, has continued to perform within expectations for a passive mandate.
SSgA Russell 1000 Growth, the Plan’s passive large cap growth account, has continued to perform within expectations for a passive mandate.
EARNEST Partners, the Plan’s mid cap core manager, outperformed its Russell Midcap benchmark by (0.9%), placing it in the 15th percentile of its
peer group. The portfolio has outperformed its benchmark over the 1-, 3-, and 5-year periods by 3.0%, 4.1%, and 2.7%, respectively.
NWQ, the Plan’s small cap value manager, underperformed the Russell 2000 Value Index by (3.0%) over the latest quarter, placing the fund in the
95th percentile of its peer group. The portfolio continues to outperform its benchmark over the 1- and 5-year periods by 1.3% and 1.5%,
respectively, while matching its benchmark over the 3-year period.
Rice Hall James, the Plan's small cap growth manager, underperformed its Russell 2000 Growth benchmark over the most recent quarter by (0.3%),
placing the fund in the 77th percentile of its peer group. Over the most recent 1-year period, the portfolio outperformed its benchmark by 9.7%.

Oakland Police and Fire Retirement System

23

Manager Performance - Gross of Fees
As of September 30, 2018

International Equity
Manager - Style
Active International
Fisher Investments
MSCI AC World ex USA
Excess Return
Hansberger
MSCI AC World ex USA
Excess Return
Passive International
SSgA
MSCI EAFE Index
Excess Return

Mkt
Value
($000)
16,509

16,355

14,811

1
Quarter

1
Year

3
Years

5
Years

Since
Inception

Inception
Date

1.4 (33)
0.8
0.6
-0.4 (75)
0.8
-1.2

0.3 (78)
2.3
-2.0
2.9 (68)
2.3
0.6

10.8 (31)
10.5
0.3
12.6 (34)
10.5
2.1

5.8 (44)
4.6
1.2
6.3 (60)
4.6
1.7

5.0 (79)
4.2
0.8
4.8 (75)
4.3
0.5

04/2011

3.1
3.2
-0.1

9.6
9.8
-0.2

7.5
7.5
0.0

08/2002

1.4
1.4
0.0

4.8
4.9
-0.1

02/2006

Over the latest three-month period ending September 30, 2018, one of OPFRS's two active International Equity managers underperformed its
respective benchmark.
The SSgA account has performed roughly in-line with its benchmark over all time periods measured. This performance is within expectations for a
passive mandate.
Hansberger, one of OPFRS’ active international equity managers, underperformed the MSCI ACWI x US Index during the quarter by (1.2%), placing
the fund in the 75th percentile of its peer group. Over the 12-month period, Hansberger outperformed its benchmark by 0.6% with an absolute
return of 2.9%. Hansberger also continues to outperform over the 3- and 5-year periods with excess returns of 2.1% and 1.7%, respectively.
Fisher, one of OPFRS’ active international equity managers, outperformed the MSCI ACWI x US Index by (0.6%) during the quarter, ranking the fund
in the 33rd percentile of its peer group. Over the most recent 1-year period, Fisher has trailed its benchmark by (2.0%), but continues to outperform
over the 3- and 5-year periods by 0.3% and 1.2%, respectively.
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Manager Performance - Gross of Fees
As of September 30, 2018

Fixed Income
Manager - Style
Core Fixed Income
Ramirez
Blmbg. Barc. U.S. Aggregate Index
Excess Return
Core-Plus Fixed Income
Reams
Bbg Barclays Universal (Blend)
Excess Return
High Yield / Bank Loans
DDJ Capital
ICE BofAML High Yield Master II
Excess Return

Mkt
Value
($000)

1
Quarter

1
Year

3
Years

5
Years

67,782

0.3 (30)
0.0
0.3

0.0 (15)
-1.2
1.2

-------

-------

22,435

-0.3 (97)
0.3
-0.6

-0.7 (69)
-1.0
0.3

1.6 (92)
2.0
-0.4

7,887

2.1 (69)
2.4
-0.3

6.0 (9)
2.9
3.1

9.0 (11)
8.2
0.8

2.4 (91)
2.5
-0.1
-------

Since
Inception

Inception
Date

2.2 (14)
1.1
1.1

01/2017

5.4 (56)
4.8
0.6

02/1998

7.2 (7)
5.7
1.5

02/2015

Over the latest three-month period, ending Septebmer 30, 2018, two of OPFRS's three active Fixed Income managers underperformed their
respective benchmarks.
Ramirez, the Plan’s core fixed income manager, returned 0.3% compared to the benchmark return of 0.0% during the quarter. Over the 1-year
period, Ramirez has outperformed its benchmark by 1.2% and ranked in the 15th percentile of its peer group.
Reams, the Plan’s core plus fixed income manager, underperformed its benchmark by (0.6%) over the quarter and ranked in the 97th percentile of
its peer group. However, Reams continues to outperform its benchmark over the 1-year period by 0.3% but has underperformed over the 3- and 5year periods by (0.4%) and (0.1%) respectively.
DDJ, the Plan’s High Yield & Bank Loan manager, underperformed its benchmark, the BofAML US High Yield Master II index, by (0.3%) over the most
recent quarter, placing the fund in the 69th percentile of its peer group. Longer-term performance remains strong as the portfolio has
outperformed its benchmark over the 1- and 3-year periods by 3.1% and 08%, respectively, while ranking in the top quintile of its peer group.
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Manager Performance - Gross of Fees
As of September 30, 2018

Covered Calls
Manager - Style
Covered Calls Composite
Covered Calls
CBOE BXM
Excess Return
CC - Passive Allocation
Parametric BXM
CBOE BXM
Excess Return
CC - Active Allocation
Parametric DeltaShift
CBOE BXM
Excess Return

Mkt
Value
($000)

1
Quarter

1
Year

3
Years

50,678

6.1
4.9
1.2

10.8
9.8
1.0

12.9
10.3
2.6

24,995

5.2
4.9
0.3

8.6
9.8
-1.2

25,684

7.0
4.9
2.1

12.9
9.8
3.1

5
Years

Since
Inception

Inception
Date

-------

9.4
7.8
1.6

04/2014

10.9
10.3
0.6

-------

8.1
7.8
0.3

04/2014

14.9
10.3
4.6

-------

11.3
7.8
3.5

04/2014

During the latest three-month period ending September 30, 2018, OPFRS’ aggregate Covered Calls portfolio outperformed its benchmark by 1.2%.
Parametric BXM Portfolio, the Plan’s passive covered calls allocation outperformed its CBOE BXM index by 0.3% over the most recent quarter. Over
the most recent 1-year period the portfolio has underperformed by (1.2%), but has outperformed over the 3-year period by 0.6%.
Parametric Delta Shift Portfolio, the Plan's active covered calls allocation has outperformed the CBOE BXM benchmark by 2.1% over the most recent
quarter, and has outperformed the benchmark by 3.1% and 4.6% over the most recent 1- and 3-year periods, respectively.
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OPFRS Total Portfolio 5-Year Performance
As of September 30, 2018

Growth of $1 (5-year)
$1.80
$1.53
$1.53

$1.50

$1.37

$1.20
$0.90
$0.60
9/13

3/14

9/14

3/15

9/15

OPFRS Total Plan

3/16

9/16

3/17

OPFRS Policy Benchmark

9/17

3/18

9/18

OPFRS Actuarial Rate*

* The actuarial expected rate of return was 8% through 6/30/2009, 7.5% through 6/30/2010, 7% through 6/30/2011, 6.75% through 6/30/2014, and 6.5% currently

Risk/Return Performance (5-year)
16.0

Annualized Return (%)

Dom. Equity Bench.
Domestic Equity

12.0
OPFRS Total Portfolio
Median Portfolio
OPFRS Policy Benchmark

8.0

International Equity

4.0

Intl. Equity Bench.

Fixed Income

Risk Free Rate

Fixed Income Bench.

0.0
0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

16.0

Risk (Standard Deviation %)
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Plan Sponsor Peer Group Analysis
As of September 30, 2018
17.0

Annualized Return

14.0

11.0

8.0

5.0

2.0

-1.0

¢ OPFRS Total Plan
 OPFRS Policy Benchmark

1
Quarter
4.1 (14)
4.5 (6)

1
Year
10.5 (12)
10.3 (15)

3
Years
12.0 (6)
11.8 (7)

5
Years
8.9 (14)
8.8 (16)

7
Years
10.5 (28)
9.9 (51)

5th Percentile
1st Quartile
Median
3rd Quartile
95th Percentile

4.7
3.6
3.2
2.7
1.7

11.6
9.5
8.2
7.1
4.6

12.0
10.7
10.0
9.2
7.3

9.4
8.4
7.9
7.1
5.8

11.4
10.6
10.0
9.3
7.8

Population

476

471

441

427

420

Parentheses contain percentile rankings.
Calculation based on monthly periodicity.
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Plan Sponsor TF Asset Allocation
As of September 30, 2018
80.0

65.0

Allocation (%)

50.0

35.0

20.0

5.0

-10.0

-25.0

Intl. Fixed
Income
0.0

US Equity

Intl. Equity

US Fixed Income

54.2 (18)

12.2 (79)

25.1 (64)

5th Percentile
1st Quartile
Median
3rd Quartile
95th Percentile

62.0
51.5
45.3
40.2
30.7

24.6
20.8
14.7
12.8
8.1

45.7
34.7
28.6
21.6
15.4

8.6
4.9
4.4
3.8
2.1

28.9
11.1
6.4
3.6
1.1

13.8
10.0
8.0
5.0
2.9

6.5
2.3
1.3
0.6
0.1

Population

504

473

505

135

112

307

454

¢ OPFRS Total Plan

Parentheses contain percentile rankings.
Calculation based on monthly periodicity.

Alternative Inv.
6.6 (48)

Real Estate
0.0

Cash
2.0 (32)
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MANAGER MONITORING / PROBATION LIST
Monitoring/Probation Status
As of September 30, 2018
Return vs. Benchmark since Corrective Action
Performance^
Since
Corrective
Action (Gross)

Peer Group
Percentile
Ranking

Date of
Corrective
Action*

79

5/31/2017

Portfolio

Status

Concern

Months Since
Corrective
Action

Reams

On Watch

Organizational

16

0.1%

---

---

16

(0.1%)

On Watch

Organizational

10

(1.0%)

---

---

10

(0.5%)

On Watch

Organizational

8

2.1%

---

---

8

5.8%

BBG BC Universal (Blend)
Hansberger
MSCI ACWI ex-USA
NWQ
Russell 2000 Value

--81

11/30/2017

72

1/31/2018

^. Annualized performance if over one year.
* Approximate date based on when Board voted to either monitor a manager at a heightened level or place it on probation.

Investment Performance Criteria
For Manager Monitoring/Probation Status
Asset Class

Short-term
(rolling 12 mth periods)

Medium-term
(rolling 36 mth periods)
Fd annlzd return < bench
annlzd return – 1.75% for 6
consecutive months

Active Domestic Equity

Fd return < bench return –
3.5%

Active International
Equity

Fd return < bench return –
4.5%

Passive International
Equity

Tracking Error > 0.50%

Tracking Error > 0.45% for 6
consecutive months

Fd annlzd return < bench
annlzd return – 0.40% for 6
consecutive months

Fixed Income

Fd return < bench return –
1.5%

Fd annlzd return < bench
annlzd return – 1.0% for 6
consecutive months

VRR < 0.98 for 6 consecutive
months

Fd annlzd return < bench
annlzd return – 2.0% for 6
consecutive months

Long-term
(60 + months)
VRR < 0.97 for 6 consecutive
months
VRR < 0.97 for 6 consecutive
months

VRR – Value Relative Ratio – is calculated as: manager cumulative return / benchmark cumulative return.
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Northern Trust Russell 1000 - gross of fees
As of September 30, 2018

Alpha

Beta

Information
Ratio

Sharpe
Ratio

0.96
0.00
0.32

0.96
1.00
0.00

0.33
-1.11

1.19
1.11
-

Northern Trust Russell 1000
Russell 1000 Index
FTSE 3 Month T-Bill
Trailing Period Performance

17.7

18.0

Return

R-Squared

1.37
0.99
0.00
1.00
11.84
0.00
Growth of $1 - Since Inception

Up
Market
Capture
99.52
100.00
1.17

Down
Market
Capture
94.36
100.00
-0.47

Inception
Date
05/01/2010
05/01/2010
05/01/2010

$4.0

24.0
17.8

17.0

17.1

$3.0

$3.0
13.7

$2.9

13.7

12.0

$2.0
7.4

7.4

6.0
0.0

Tracking
Error

$1.0

1
Quarter

1
Year

3
Years

Northern Trust Russell 1000

5
Years

Russell 1000 Index

$0.0
4/10

4/11

4/12

4/13

Northern Trust Russell 1000

Calendar Year Performance

4/14

4/15

4/16

4/17

9/18

Russell 1000 Index

Risk/Return - Since Inception
18.0

32.9 33.1

Return

30.0
21.7 21.7

15.0

Return (%)

45.0

15.0
12.0
9.0
6.0

13.2 13.2

6.0

11.8 12.1

8.0

10.0

12.0

14.0

16.0

Risk (Standard Deviation %)

0.0

1.2

2013

2014

Northern Trust Russell 1000

0.9

2015

Return

2016
Russell 1000 Index

Oakland Police and Fire Retirement System

2017

£ Northern Trust Russell 1000
¢
r Russell 1000 Index
p
¾ Median

14.1
13.6
13.6

Standard
Deviation
11.5
11.8
12.1
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SSgA Russell 1000 Growth - gross of fees
As of September 30, 2018

Alpha

Beta

Information
Ratio

Sharpe
Ratio

0.01
0.00
0.57

1.00
1.00
0.00

0.06
-1.37

1.37
1.37
-

SSgA Russell 1000 Growth
Russell 1000 Growth Index
FTSE 3 Month T-Bill
Trailing Period Performance

0.04
1.00
0.00
1.00
10.56
0.04
Growth of $1 - Since Inception

Down
Market
Capture
99.96
100.00
-1.46

Inception
Date
11/01/2014
11/01/2014
11/01/2014

$1.8

30.0

Return

Up
Market
Capture
100.00
100.00
2.19

R-Squared

$2.1

40.0

26.3

20.6

$1.5

20.6
16.6

9.2

$1.8
$1.8

26.3

20.0
10.0

Tracking
Error

9.2

$1.2
$0.9

0.0

1
Quarter

1
Year

3
Years

SSgA Russell 1000 Growth

5
Years

Russell 1000 Growth Index

Calendar Year Performance

$0.6
10/14

10/15

4/16

SSgA Russell 1000 Growth

10/16

4/17

10/17

4/18

9/18

Russell 1000 Growth Index

Risk/Return - Since Inception
24.0

33.5

30.1 30.2

Return

30.0

15.0

Return (%)

45.0

20.0
16.0
12.0
8.0
4.0

13.1

6.0
5.6

0.0

4/15

5.7

7.2

8.0

10.0

12.0

7.1

Return

2013

2014

SSgA Russell 1000 Growth

2015

2016

2017

Russell 1000 Growth Index

Oakland Police and Fire Retirement System

14.0

Risk (Standard Deviation %)

£ SSgA Russell 1000 Growth
¢
r Russell 1000 Growth Index
p
¾ Median

15.5
15.5
14.5

Standard
Deviation
10.6
10.6
10.8
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SSgA Russell 1000 Value - gross of fees
As of September 30, 2018

Alpha

Beta

Information
Ratio

Sharpe
Ratio

0.11
0.00
0.61

1.00
1.00
0.00

1.48
-0.81

0.82
0.81
-

SSgA Russell 1000 Value
Russell 1000 Value Index
FTSE 3 Month T-Bill
Trailing Period Performance

Return

15.0

13.6
9.5

10.0

0.0

0.07
1.00
0.00
1.00
9.73
0.00
Growth of $1 - Since Inception

11/01/2014
11/01/2014
11/01/2014

5.7

$1.4
$1.4

$1.2

5.7

$1.0

1
Quarter

1
Year

3
Years

5
Years

Russell 1000 Value Index

$0.8
10/14

4/15

10/15

SSgA Russell 1000 Value

4/16

10/16

4/17

10/17

4/18

9/18

Russell 1000 Value Index

Risk/Return - Since Inception
15.0

32.5

17.3 17.3

13.5

15.0

13.8 13.7

Return (%)

45.0

Return

Inception
Date

10.7

Calendar Year Performance

12.0
9.0
6.0
3.0
6.0

0.0

8.0

10.0

12.0

Return

2013

2014

SSgA Russell 1000 Value

2015

2016

2017

Russell 1000 Value Index

Oakland Police and Fire Retirement System

14.0

16.0

Risk (Standard Deviation %)

-3.6 -3.8

-15.0

Down
Market
Capture
99.41
100.00
-1.68

$1.4

13.6

9.5

SSgA Russell 1000 Value

30.0

Up
Market
Capture
100.26
100.00
2.72

R-Squared

$1.6

20.0

5.0

Tracking
Error

£ SSgA Russell 1000 Value
¢
r Russell 1000 Value Index
p
¾ Median

8.4
8.3
9.6

Standard
Deviation
9.7
9.7
10.3
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EARNEST Partners - gross of fees
As of September 30, 2018

EARNEST Partners
Russell Midcap Index
U.S. Mid Cap Core Equity Median
Trailing
Period T-Bill
Performance
FTSE 3 Month

Alpha

Beta

Information
Ratio

0.93
0.00
1.09

0.99
1.00
0.00

0.25
-0.55

Return

24.0
18.6

17.0

16.0

0.0

Tracking
Error

14.0 14.2

0.60
3.38
0.96
0.55
0.00
1.00
Growth
of 16.30
$1 - Since Inception
0.01

14.5 15.6

14.4

11.7 12.0

Inception
Date
03/01/2006
03/01/2006
03/01/2006

$3.3
$3.0

$1.5
$0.0

1
Quarter

1
Year

3
Years

5
Years

Russell Midcap Index

($1.5)
2/06

8/07

2/09

EARNEST Partners

Calendar Year Performance

8/10

2/12

8/13

2/15

8/16

9/18

Russell Midcap Index

Risk/Return - Since Inception
14.0

30.0

26.2
10.4

13.2

16.4
10.2

13.8

18.5 16.7

16.7

1.3

0.0

12.0
10.0
8.0
6.0
9.0

-2.4 -1.0

2014

Return (%)

45.0

Return

Down
Market
Capture
94.20
100.00
-2.35

$3.0

U.S. Mid Cap Core Equity

-15.0

Up
Market
Capture
99.68
100.00
2.62

5.9 5.0
4.4

EARNEST Partners

15.0

R-Squared

$4.5

32.0

8.0

Sharpe
Ratio

2015

EARNEST Partners

12.0

15.0

18.0

21.0

24.0

Risk (Standard Deviation %)

2016

2017

Russell Midcap Index

U.S. Mid Cap Core Equity

Oakland Police and Fire Retirement System

Return
£ EARNEST Partners
¢
r Russell Midcap Index
p
¾ Median

9.9
9.1
9.6

Standard
Deviation
16.5
16.2
16.3
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NWQ - gross of fees
As of September 30, 2018

NWQ
Russell 2000 Value Index
U.S. Small Cap Value Equity Median
Trailing
Period T-Bill
Performance
FTSE 3 Month

Alpha

Beta

Information
Ratio

0.53
0.00
1.12

1.01
1.00
0.00

0.09
-0.44

16.1 16.1 15.1

Return

16.0
10.6

11.4

9.3 9.1

8.0

-8.0

0.44
6.89
0.88
0.44
0.00
1.00
Growth
of $1
- Since Inception
18.55
0.00

01/01/2006
01/01/2006
01/01/2006

$2.7
$2.6

$2.0

1
Quarter

1
Year

3
Years

5
Years

Russell 2000 Value Index

$0.0
($1.0)
12/05

6/07

12/08

NWQ

6/10

12/11

6/13

12/14

6/16

9/18

Russell 2000 Value Index

Risk/Return - Since Inception
14.0
31.7

30.0

21.7
8.6

26.2

4.2 5.7
-2.3

-15.0
2014

-7.5

13.9

7.8

11.6

-4.3

2015

Return (%)

45.0

Return

Inception
Date

$1.0

-1.4

Calendar Year Performance

-30.0

Down
Market
Capture
99.79
100.00
-1.88

$3.0
9.9 10.8

U.S. Small Cap Value Equity

0.0

Up
Market
Capture
101.96
100.00
2.49

R-Squared

1.6 1.6

NWQ

15.0

Tracking
Error

$4.0

24.0

0.0

Sharpe
Ratio

12.0
10.0
8.0
6.0
4.0
12.0

2016

2017

15.0

18.0

NWQ
Russell 2000 Value Index
U.S. Small Cap Value Equity

Oakland Police and Fire Retirement System

21.0

24.0

27.0

Risk (Standard Deviation %)
Return
£ NWQ
¢
r Russell 2000 Value Index
p
¾ Median

8.2
7.8
9.6

Standard
Deviation
19.9
18.5
17.9
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Rice Hall James - gross of fees
As of September 30, 2018

Alpha Beta
Rice Hall James
Russell 2000 Growth Index
IM U.S. Small Cap Growth Equity (SA+CF) Median
Trailing
Period T-Bill
Performance
FTSE 3 Month

7.11
0.00
1.44

0.87
1.00
0.00

30.8

Return

30.0

26.9
21.1

20.0

0.0

Sharpe
Ratio

5.2 5.5

18.0 19.6

0.89
2.52
4.71
0.76
2.07
0.00
1.00
Inception0.01
-2.07 Growth of $1
- - Since
9.33

7.7

1
Quarter

$1.4
$1.3

$1.2
1
Year

3
Years

5
Years

$1.0
$0.8
6/17

IM U.S. Small Cap Growth Equity (SA+CF)

9/17

12/17

Rice Hall James

Calendar Year Performance

3/18

6/18

9/18

Russell 2000 Growth Index

Risk/Return - Since Inception
60.0

30.0

22.2 23.9

20.0

11.3 11.4

5.6 4.1

0.0

2015

45.0
30.0
15.0
0.0

-1.4 -0.7

2014

Return (%)

40.0

Return

Up
Down
Inception
Market Market
Date
Capture Capture
105.87
35.53 07/01/2017
100.00
100.00 07/01/2017
4.66
-6.87 07/01/2017

12.1 13.3

Russell 2000 Growth Index

-10.0

R-Squared

$1.4

Rice Hall James

10.0

Tracking
Error

$1.6

40.0

10.0

Information
Ratio

6.0

2016

2017

8.0

10.0

12.0

Rice Hall James
Russell 2000 Growth Index
IM U.S. Small Cap Growth Equity (SA+CF)

Oakland Police and Fire Retirement System

14.0

16.0

18.0

Risk (Standard Deviation %)
Return
£ Rice Hall James
¢
r Russell 2000 Growth Index
p
¾ Median

27.4
22.3
26.3

Standard
Deviation
9.3
9.3
10.8
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Fisher Investments - gross of fees
As of September 30, 2018

Fisher Investments
MSCI AC World ex USA
Intl. Large Cap Core Equity Median
Trailing
Period T-Bill
Performance
FTSE 3 Month

Alpha

Beta

Information
Ratio

0.56
0.00
0.34

1.09
1.00
0.00

0.28
-0.34

Return

12.0

10.8 10.5

5.8

4.0
1.4

0.8 1.0

5.5

4.6

0.37
3.49
0.95
0.34
0.00
1.00
Growth
of $1
- Since Inception
13.53
0.00

Down
Market
Capture
101.92
100.00
-0.78

Inception
Date
03/01/2011
03/01/2011
03/01/2011

$1.4
$1.4

$1.2

1
Quarter

$0.8
1
Year

3
Years

5
Years

$0.4
2/11

MSCI AC World ex USA

Intl. Large Cap Core Equity

2/12

2/13

2/14

Fisher Investments

Calendar Year Performance

2/15

2/16

2/17

9/18

MSCI AC World ex USA

Risk/Return - Since Inception
10.0
29.7 27.8

30.0

26.5

15.0
0.3
-2.3 -3.4 -3.8

-1.3

2014

2.3

5.0

1.3

Fisher Investments

8.0
6.0
4.0
2.0
10.0

-5.3

2015

Return (%)

45.0

Return

Up
Market
Capture
106.25
100.00
1.09

2.3 2.4
0.3

Fisher Investments

-15.0

R-Squared

$1.6

9.8

8.0

0.0

Tracking
Error

$2.0

16.0

0.0

Sharpe
Ratio

12.0

14.0

16.0

18.0

Risk (Standard Deviation %)

2016

2017

MSCI AC World ex USA

Intl. Large Cap Core Equity

Oakland Police and Fire Retirement System

Return
£ Fisher Investments
¢
r MSCI AC World ex USA
p
¾ Median

4.9
4.1
5.7

Standard
Deviation
15.1
13.5
13.5
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Hansberger - gross of fees
As of September 30, 2018

Hansberger
MSCI AC World ex USA
Intl. Large Cap Core Equity Median
Trailing
Period T-Bill
Performance
FTSE 3 Month

Alpha

Beta

Information
Ratio

-0.13
0.00
1.10

1.08
1.00
0.00

0.08
-0.30

12.6

Return

12.0

10.5 9.8

0.8 1.0

2.9 2.3 2.4

0.29
4.39
0.95
0.30
0.00
1.00
Growth
of $1
- Since Inception
17.49
0.00

Down
Market
Capture
104.66
100.00
-1.96

Inception
Date
01/01/2006
01/01/2006
01/01/2006

$1.8
$1.8

4.6 5.5

$1.2
$0.6

1
Quarter

1
Year

3
Years

5
Years

MSCI AC World ex USA

Intl. Large Cap Core Equity

$0.0
12/05

6/07

12/08

6/10

Hansberger

Calendar Year Performance

12/11

6/13

12/14

6/16

9/18

MSCI AC World ex USA

Risk/Return - Since Inception
10.0
38.3

40.0

27.8 26.5

20.0
1.6

0.0
-7.1

-3.4 -3.8

2014

0.3

2.5 5.0 1.3

Hansberger

8.0
6.0
4.0
2.0
14.0

-5.3

2015

Return (%)

60.0

Return

Up
Market
Capture
104.90
100.00
2.80

-0.4

Hansberger

-20.0

R-Squared

$1.8
6.3

6.0

-6.0

Tracking
Error

$2.4

18.0

0.0

Sharpe
Ratio

16.0

18.0

20.0

22.0

Risk (Standard Deviation %)

2016

2017

MSCI AC World ex USA

Intl. Large Cap Core Equity

Oakland Police and Fire Retirement System

Return
£ Hansberger
¢
r MSCI AC World ex USA
p
¾ Median

4.8
4.8
5.4

Standard
Deviation
19.3
17.5
17.2

38

SSgA Passive EAFE - gross of fees
As of September 30, 2018

Alpha
SSgA Passive EAFE
0.00
MSCI EAFE Index
0.00
FTSE 3 Month T-Bill
1.24
Trailing Period Performance

Beta

Information
Ratio

Sharpe
Ratio

0.99
1.00
0.00

-0.15
-0.45

0.45
0.45
-

12.0
9.6

0.44
1.00
0.00
1.00
16.31
0.00
Growth of $1 - Since Inception

Up
Market
Capture
99.28
100.00
3.22

Down
Market
Capture
99.30
100.00
-2.26

Inception
Date
08/01/2002
08/01/2002
08/01/2002

$3.2
$3.2

$3.0

9.8

8.0
4.8

4.0

3.1
1.4

0.0

4.9

3.2

$1.5

1.4

1
Quarter

1
Year

SSgA Passive EAFE

3
Years

5
Years

MSCI EAFE Index

$0.0
7/02

7/08

7/10

7/12

7/14

7/16

9/18

MSCI EAFE Index

9.9

1.4

0.0
-4.6 -4.5

Return (%)

25.5 25.6

23.1 23.3

15.0

-15.0

7/06

Risk/Return - Since Inception

45.0
30.0

7/04

SSgA Passive EAFE

Calendar Year Performance

Return

R-Squared

$4.5

16.0

Return

Tracking
Error

9.0
8.1
7.2
6.3
12.0

1.5

14.0

16.0

-0.5 -0.4

Return

2013

2014

SSgA Passive EAFE

2015

2016

MSCI EAFE Index

Oakland Police and Fire Retirement System

18.0

20.0

Risk (Standard Deviation %)

2017

£ SSgA Passive EAFE
¢
r MSCI EAFE Index
p
¾ Median

7.5
7.5
8.4

Standard
Deviation
16.2
16.3
16.6
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Ramirez - gross of fees
As of September 30, 2018

Ramirez
Bbg Barclays U.S. Aggregate Index
U.S. Broad Market Core F.I. Median
Trailing
Period T-Bill
Performance
FTSE 3 Month

Alpha

Beta

Information
Ratio

1.25
0.00
1.24

0.92
1.00
-0.02

2.37
0.06

4.0

Return

2.0
0.0

0.52
0.49
0.95
-0.06
0.00
1.00
Growth
of $1
- Since Inception
2.11
0.05

-1.2

1
Quarter

-0.7

Inception
Date
01/01/2017
01/01/2017
01/01/2017

1
Year

$1.0

$1.0
3
Years

5
Years
$0.9
12/16

U.S. Broad Market Core F.I.

3/17

6/17

9/17

Ramirez

Calendar Year Performance

12/17

3/18

6/18

9/18

Bbg Barclays U.S. Aggregate Index

Risk/Return - Since Inception
3.0

6.0 6.2

5.2

4.0

2.6

2.0

3.1

3.5

2015

2.4
1.8
1.2
0.6

0.5 0.8

2014

4.1

Return (%)

8.0

Return

Down
Market
Capture
75.77
100.00
-22.05

$1.1

Bbg Barclays U.S. Aggregate Index

0.0

Up
Market
Capture
115.32
100.00
18.44

R-Squared

$1.0
0.0

Ramirez

6.0

Tracking
Error

0.3 0.0 0.2

-2.0
-4.0

1.8

1.3

2.6

2.2

Sharpe
Ratio

1.4

2016

2017

1.6

1.8

2.0

Ramirez
Bbg Barclays U.S. Aggregate Index
U.S. Broad Market Core F.I.

Oakland Police and Fire Retirement System

2.2

2.4

2.6

Risk (Standard Deviation %)
Return
£ Ramirez
¢
r Bbg Barclays U.S. Aggregate Index
p
¾ Median

2.2
1.1
1.6

Standard
Deviation
2.0
2.1
2.0
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Reams - gross of fees
As of September 30, 2018

Reams
Bbg Barclays Universal (Blend)
U.S. Broad Market Core+ F.I. Median
Trailing
Period T-Bill
Performance
FTSE 3 Month

Alpha

Beta

Information
Ratio

0.27
0.00
1.89

1.06
1.00
0.01

0.14
-0.86

Return

4.0
2.0
-2.0
-4.0

0.3 0.4
-0.3

2.6

1.6 2.0

0.64
4.02
0.44
0.86
0.00
1.00
Growth
of $13.36
- Since Inception
0.01

Inception
Date
01/01/1998
01/01/1998
01/01/1998

1
Quarter

$3.0
$2.7

-0.7 -1.0 -0.5

1
Year

$2.0
3
Years

5
Years

$1.0
$0.0
12/97

U.S. Broad Market Core+ F.I.

6/00

12/02

6/05

Reams

Calendar Year Performance

12/07

6/10

12/12

6/15

9/18

Bbg Barclays Universal (Blend)

Risk/Return - Since Inception
7.2

4.8

5.6

6.2
3.9 3.9

4.0

4.7
3.4

4.1

2.0

2015

6.4
5.6
4.8
4.0

0.5 0.4 0.3

2014

4.8

Return (%)

8.0

Return

Down
Market
Capture
104.24
100.00
-23.41

$3.0

Bbg Barclays Universal (Blend)

0.0

Up
Market
Capture
109.09
100.00
18.31

R-Squared

3.0

2.4 2.5

Reams

6.0

Tracking
Error

$4.0

6.0

0.0

Sharpe
Ratio

2.1

2016

2017

2.8

3.5

4.2

Reams
Bbg Barclays Universal (Blend)
U.S. Broad Market Core+ F.I.

Oakland Police and Fire Retirement System

4.9

5.6

6.3

7.0

Risk (Standard Deviation %)
Return
£ Reams
¢
r Bbg Barclays Universal (Blend)
p
¾ Median

5.4
4.9
5.5

Standard
Deviation
5.4
3.4
3.6
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DDJ Capital - gross of fees
As of September 30, 2018

Alpha

Beta

Information
Ratio

2.88
0.00
0.64

0.71
1.00
0.00

0.40
-1.00

DDJ Capital
BofA Merrill Lynch High Yield M2
U.S. High Yield Bonds Median
Trailing
Period T-Bill
Performance
FTSE 3 Month

9.0

Return

9.0

8.2

6.0

6.0

0.0

Tracking
Error

1.44
2.85
0.69
1.00
0.00
1.00
Growth
of 5.12
$1 - Since Inception
0.00

5.5 5.4

1
Quarter

1
Year

3
Years

5
Years

01/01/2015

$1.2

$1.2

$1.0

$0.8
12/14

6/15

12/15

6/16

DDJ Capital

Calendar Year Performance

12/16

6/17

12/17

9/18

BofA Merrill Lynch High Yield M2

Risk/Return - Since Inception
10.0

20.0

16.0 17.5 14.1
2.5 2.7

11.8

7.5 7.5

-4.5 -4.6 -2.1

-10.0

Return (%)

30.0

Return

01/01/2015
01/01/2015

2.9 3.1

2.1 2.4 2.3

U.S. High Yield Bonds

-20.0

Inception
Date

$1.3

BofA Merrill Lynch High Yield M2

0.0

Down
Market
Capture
61.88
100.00
-4.20

7.3

DDJ Capital

10.0

Up
Market
Capture
95.31
100.00
4.67

R-Squared

$1.4

12.0

3.0

Sharpe
Ratio

8.0
6.0
4.0
2.0
0.0

2014

2015

2016

2017

1.5

3.0

DDJ Capital
BofA Merrill Lynch High Yield M2
U.S. High Yield Bonds

Oakland Police and Fire Retirement System

4.5

6.0

7.5

Risk (Standard Deviation %)
Return
£ DDJ Capital
¢
r BofA Merrill Lynch High Yield M2
p
¾ Median

7.0
5.8
5.4

Standard
Deviation
4.3
5.1
4.4
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CC - Parametric - gross of fees
As of September 30, 2018

CC - Parametric
CBOE BXM
U.S. Large Cap Core Equity Median
Trailing
Period T-Bill
Performance
FTSE 3 Month

Alpha

Beta

Information
Ratio

0.75
0.00
0.50

1.07
1.00
0.00

0.59
-1.31

17.3

Return

18.0
12.0

0.0

10.8
6.1

16.2
13.5

12.9
10.3

9.8

9.0

7.1

4.9

1.35
2.19
0.88
1.31
0.00
1.00
Growth
of $15.41
- Since Inception
0.02

1
Quarter

1
Year

3
Years

5
Years

Inception
Date
03/01/2014
03/01/2014
03/01/2014

$1.5

$1.5

$1.4

$0.6
2/14

CBOE BXM

11/14

8/15

CC - Parametric

Calendar Year Performance

5/16

2/17

11/17

9/18

CBOE BXM

Risk/Return - Since Inception
18.0

24.0

21.8

16.0

15.8

13.4
10.1
5.6

4.8 5.2

10.5

13.0

2015

CC - Parametric

15.0
12.0
9.0
6.0
3.0

7.1

2.0

1.4

2014

Return (%)

32.0

Return

Down
Market
Capture
110.03
100.00
-2.33

$1.2

U.S. Large Cap Core Equity

0.0

Up
Market
Capture
114.66
100.00
3.79

R-Squared

$0.9

CC - Parametric

8.0

Tracking
Error

$1.8

24.0

6.0

Sharpe
Ratio

4.0

6.0

8.0

10.0

12.0

14.0

Risk (Standard Deviation %)

2016
CBOE BXM

U.S. Large Cap Core Equity

Oakland Police and Fire Retirement System

2017

Return
£ CC - Parametric
¢
r CBOE BXM
p
¾ Median

9.1
7.7
12.1

Standard
Deviation
6.2
5.4
9.5
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Domestic Equity Analysis
As of September 30, 2018
Style Map (5-Year)

Growth of $1 (5-Year)
$2.2

Russell 1000 Value

Russell 1000 Growth

Capitalization

$1.9

$1.8

$1.4

Russell 2000 Value

Russell 2000 Growth

$1.0

Manager Style
Style History

9/13

6/14

Average Style Exposure

Most Recent

3/15

12/15

Domestic Equity

Style Exposure

9/16

6/17

3/18

9/18

Russell 3000 (Blend)

Style History (5-Year)
100

Russell 2000 Growth

75
Russell 2000 Value

50

Russell Mid Cap Growth

25

Russell Midcap Value

0
11/14

Russell 1000 Growth

Russell 1000 Value

0.0%

15.0%

30.0%

Oakland Police and Fire Retirement System

45.0%

60.0%

5/15

11/15

5/16

11/16

5/17

11/17

Russell 1000 Value

Russell 1000 Growth

Russell Midcap Value

Russell Mid Cap Growth

Russell 2000 Value

Russell 2000 Growth

5/18 9/18
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International Equity Analysis
As of September 30, 2018
Style Map (5-Year)

Growth of $1 (5-Year)
$1.8
MSCI EAFE Growth

Developed/Emerging

MSCI EAFE Value

$1.5
$1.3

$1.2

$0.9
MSCI EM Value

MSCI EM Growth

$0.6
Manager Style
Sep-2018

Style History

9/13
Average Style Exposure

6/14

3/15

International Equity

Style Exposure

12/15

9/16

6/17

3/18

9/18

MSCI ACWI Ex US (Blend)

Style History (5-Year)
100

MSCI EM Value
75

MSCI EM Growth

50

25
MSCI EAFE Value
0
11/14
MSCI EAFE Growth

0.0%

15.0%

30.0%

Oakland Police and Fire Retirement System

45.0%

60.0%

75.0%

5/15

11/15

5/16

11/16

5/17

11/17

5/18 9/18

MSCI Japan

MSCI Canada

MSCI U.K.

MSCI Australia

MSCI Europe

MSCI Pacific ex Japan

MSCI EM
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Fixed Income Analysis
As of September 30, 2018
Style Map (5-Year)

Growth of $1 (5-Year)
$1.3

Short Treasuries

Long Treasuries

$1.2
Qu ality

$1.2

$1.1

$1.0
Short Credit

Long Credit

$0.9

Maturity
Sep-2018

Style History

9/13

Average Style Exposure

6/14

3/15

12/15

Fixed Income

9/16

6/17

3/18

9/18

Bbg Barclays Universal (Blend)

Style Exposure

Style History (5-Year)
100

Bbg BC U.S. Credit 5-10y

75

50

Bbg BC U.S. Credit Short

25
Bbg BC U.S. Treasury Short

0
11/14
Bbg BC U.S. Treasury Long

0.0%

20.0%

40.0%

Oakland Police and Fire Retirement System

60.0%

80.0%

5/15

11/15

5/16

11/16

5/17

11/17

Bbg BC U.S. Govt. Long

Bbg BC U.S. Govt. Interm.

Bbg BC U.S. Govt. Short

Bbg BC U.S. Securitized

Bbg BC U.S. Corp. IG

BofAML US High Yield

5/18 9/18
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Glossary

Alpha
The premium an investment earns above a set
standard. This is usually measured in terms of a
common index (i.e., how the stock performs
independent of the market). An Alpha is usually
generated by regressing excess return on the S&P
500 excess return.

Annualized Performance
The annual rate of return that when compounded
(t) times generates the same (t) period holding
return as actually occurred from periods (1) to
period (t).

Batting Average
Percentage of periods a portfolio outperforms a
given index.

Beta

The measure of an asset’s risk in relation to the
Market (for example, the S&P 500) or to an
alternative benchmark or factors.
Roughly
speaking, a security with a Beta of 1.5 will have
moved, on average, 1.5 times the market return.

Bottom-up
A management style that de-emphasizes the
significance of economic and market cycles,
focusing instead on the analysis of individual
stocks.

Dividend Discount Model
A method to value the common stock of a
company that is based on the present value of the
expected future dividends.

Growth Stock
Common stock of a company that has an
opportunity to invest money and earn more than its
opportunity cost of capital.

Information Ratio
The ratio of annualized expected residual return to
residual risk. A central measurement for active
management, value added is proportional to the
square of the information ratio.

R - Squared
Square of the correlation coefficient.
The
proportion of the variability in one series that can
be explained by the variability of one or more
other series in a regression model. A measure of
the quality of fit. 100% R-square means a perfect
predictability.

Standard Deviation
The square root of the variance. A measure of
dispersion of a set of data from its mean

Sharpe Ratio
A measure of a portfolio’s excess return relative to
the total variability of the portfolio.

Top-Down
Investment style that begins with an assessment of
the overall economic environment and makes a
general asset allocation decision regarding various
sectors of the financial markets and various
industries.

Tracking Error
The standard deviation of the difference between
the returns of a portfolio and an appropriate
benchmark.

Turnover
For mutual funds, a measure of trading activity
during the previous year, expressed as a
percentage of the average total assets of the
fund. A turnover rate of 25% means that the value
of trades represented (1/4) of the assets of the
fund.

Value Stock
Stocks with low price/book ratios or price/earnings
ratios.
Historically, value stocks have enjoyed
higher average returns than growth stocks (stocks
with high price/book or price/earnings ratios) in a
variety of countries.

Style Analysis
A returns-based analysis using a multi-factor
attribution model.
The model calculates a
product’s
average
exposure
to
particular
investment styles over time (i.e., the products
normal style benchmark).
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Benchmark Definitions
Bloomberg Barclays Capital Universal: includes market coverage by the Aggregate Bond Index fixed rate debt issues, which are rated investment
grade or higher by Moody’s Investor Services, Standard and Poor’s Corporation, or Fitch Investor’s Service, in that order with all issues having at least
one year to maturity and an outstanding par value of at least $100 million) and includes exposures to high yield CMBS securities. All returns are
market value weighted inclusive of accrued interest.
MSCI ACWI x US: MSCI ACWI (All Country World Index) Free excluding US (gross dividends): is a free-floating adjusted market capitalization index
designed to measure equity performance in the global developed and emerging markets. As of April 2002, the index consisted of 49 developed
and emerging market country indices.
MSCI EAFE (Europe, Australasia, Far East): is a free float-adjusted market capitalization index that is designed to measure developed market equity
performance, excluding the US & Canada.
Russell 1000: measures the performance of the 1,000 largest securities in the Russell 3000 Index. Russell 1000 is highly correlated with the S&P 500
Index and capitalization-weighted.
Russell 1000 Growth: measures the performance of those Russell 1000 securities with a greater-than-average growth orientation. Securities in this
index tend to exhibit higher price-to-book and price-earnings ratios, lower dividend yields and higher forecasted growth values than the Value
universe.
Russell 1000 Value: measures the performance of those Russell 1000 securities with a less-than-average growth orientation. Securities in this index
tend to exhibit lower price-to-book and price-earnings ratios, higher dividend yields and lower forecasted growth values than the Growth universe.
Russell Mid-Cap: measures the performance of the smallest 800 companies in the Russell 1000 Index, as ranked by total market capitalization.

Russell 2000: measures the performance of the 2,000 smallest securities in the Russell 3000 Index. Russell 2000 is market capitalization-weighted.
Russell 2000 Growth: measures the performance of those Russell 2000 securities with a greater-than-average growth orientation. Securities in this
index tend to exhibit higher price-to-book and price-to-earnings ratios.
Russell 2000 Value: measures the performance of those Russell 2000 securities with a less-than-average growth orientation. Securities in this index
tend to exhibit lower price-to-book and price-to-earnings ratios.
CBOE BXM: measures the performance of a hypothetical buy-write strategy on the S&P 500 Index.
BofA ML U.S. High Yield Master II: Tracks the performance of US dollar denominated below investment grade rated corporate debt publically issued
in the US domestic market. To qualify for inclusion in the index, securities must have a below investment grade rating (based on an average of
Moody's, S&P, and Fitch) and an investment grade rated country of risk (based on an average of Moody's, S&P, and Fitch foreign currency long
term sovereign debt ratings). Each security must have greater than 1 year of remaining maturity, a fixed coupon schedule, and a minimum amount
outstanding of $100 million.
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RISK METRIC DESCRIPTION – Rationale for selection and calculation methodology
US Equity Markets:
Metric: P/E ratio = Price / “Normalized” earnings for the S&P 500 Index
To represent the price of US equity markets, we have chosen the S&P 500 index. This index has the longest published history of price, is well known, and also has reliable, longterm, published quarterly earnings. The price=P of the P/E ratio is the current price of the market index (the average daily price of the most recent full month for the S&P 500
index). Equity markets are very volatile. Prices fluctuate significantly during normal times and extremely during periods of market stress or euphoria. Therefore, developing a
measure of earnings power (E) which is stable is vitally important, if the measure is to provide insight. While equity prices can and do double, or get cut in half, real earnings
power does not change nearly as much. Therefore, we have selected a well known measure of real, stable earnings power developed by Yale Professor Robert Shiller known as
the Shiller E-10. The calculation of E-10 is simply the average real annual earnings over the past 10 years. Over 10 years, the earnings shenanigans and boom and bust levels of
earnings tend to even out (and often times get restated). Therefore, this earnings statistic gives a reasonably stable, slow-to-change estimate of average real earnings power
for the index. Professor Shiller’s data and calculation of the E-10 are available on his website at http://www.econ.yale.edu/~shiller/data.htm. We have used his data as the
base for our calculations. Details of the theoretical justification behind the measure can be found in his book Irrational Exuberance [Princeton University Press 2000, Broadway
Books 2001, 2nd ed., 2005].

Developed Equity Markets Excluding the US:
Metric: P/E ratio = Price / “Normalized” earnings for the MSCI EAFE Index
To represent the price of non-US developed equity markets, we have chosen the MSCI EAFE index. This index has the longest published history of price for non-US developed
equities. The price=P of the P/E ratio is the current price of the market index (the average daily price of the most recent full month for the MSCI EAFE index). The price level of
this index is available starting in December 1969. Again, for the reasons described above, we elected to use the Shiller E-10 as our measure of earnings (E). Since 12/1972, a
monthly price earnings ratio is available from MSCI. Using this quoted ratio, we have backed out the implied trailing-twelve month earnings of the EAFE index for each month
from 12/1972 to the present. These annualized earnings are then inflation adjusted using CPI-U to represent real earnings in US dollar terms for each time period. The Shiller E-10
for the EAFE index (10 year average real earnings) is calculated in the same manner as detailed above.
However, we do not believe that the pricing and earnings history of the EAFE markets are long enough to be a reliable representation of pricing history for developed market
equities outside of the US. Therefore, in constructing the Long-Term Average Historical P/E for developed ex-US equities for comparison purposes, we have elected to use the US
equity market as a developed market proxy, from 1881 to 1982. This lowers the Long-Term Average Historical P/E considerably. We believe this methodology provides a more
realistic historical comparison for a market with a relatively short history.

Emerging Market Equity Markets
Metric: Ratio of Emerging Market P/E Ratio to Developed Market P/E Ratio
To represent the Emerging Markets P/E Ratio, we have chosen the MSCI Emerging Market Free Index, which has P/E data back to January 1995 on Bloomberg. To represent the
Developed Markets PE Ratio, we have chosen the MSCI World Index, which also has data back to January 1995 on Bloomberg. Although there are issues with published, single
time period P/E ratios, in which the denominator effect can cause large movements, we feel that the information contained in such movements will alert investors to market
activity that they will want to interpret.
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RISK METRIC DESCRIPTION – Rationale for selection and calculation methodology
US Private Equity Markets:
Metrics: S&P LCD Average EBITDA Multiples Paid in LBOs and US Quarterly Deal Volume
The Average Purchase Price to EBITDA multiples paid in LBOs is published quarterly by S&P in their LCD study. This is the total price paid (both equity and debt) over the trailingtwelve month EBITDA (earnings before interest, taxes, depreciation and amortization) as calculated by S&P LCD. This is the relevant, high-level pricing metric that private equity
managers use in assessing deals. Data is published monthly.
US quarterly deal volume for private equity is the total deal volume in $ billions (both equity and debt) reported in the quarter by Thomson Reuters Buyouts. This metric gives a
measure of the level of activity in the market. Data is published quarterly.

U.S Private Real Estate Markets:
Metrics: US Cap rates and Annual US Real Estate Deal Volume
Real estate cap rates are a measure of the price paid in the market to acquire properties versus their annualized income generation before financing costs (NOI=net operating
income). The date is published by NCREIF. We chose to use current value cap rate. These are capitalization rates from properties that were revalued during the quarter. While
this data does rely on estimates of value and therefore tends to be lagging, (estimated prices are slower to rise and slow to fall than transaction prices), the data series goes
back to1979, providing a long data series for valuation comparison. Data is published quarterly.
Annual US real estate deal volume is the total deal transaction volume in $ billions (both equity and debt) reported by Real Capital Analytics during the trailing-twelve months.
This metric gives the level of activity in the market. Data is published monthly.

Measure of Equity Market Fear / Uncertainty
Metric: VIX – Measure of implied option volatility for U.S. equity markets
The VIX is a key measure of near-term volatility conveyed by implied volatility of S&P 500 index option prices. VIX increases with uncertainty and fear. Stocks and the VIX are
negatively correlated. Volatility tends to spike when equity markets fall.

Measure of Monetary Policy
Metric: Yield Curve Slope
We calculate the yield curve slope as the 10 year treasury yield minus the 1 year treasury yield. When the yield curve slope is zero or negative, this is a signal to pay attention. A
negative yield curve slope signals lower rates in the future, caused by a contraction in economic activity. Recessions are typically preceded by an inverted (negatively sloped)
yield curve. A very steep yield curve (2 or greater) indicates a large difference between shorter-term interest rates (the 1 year rate) and longer-term rates (the 10 year rate). This
can signal expansion in economic activity in the future, or merely higher future interest rates.

50

RISK METRIC DESCRIPTION – Rationale for selection and calculation methodology
Definition of “extreme” metric readings
A metric reading is defined as “extreme” if the metric reading is in the top or bottom decile of its historical readings. These “extreme” reading should cause the reader to pay
attention. These metrics have reverted toward their mean values in the past.

Credit Markets US Fixed Income:
Metric: Spreads
The absolute level of spreads over treasuries and spread trends (widening / narrowing) are good indicators of credit risk in the fixed income markets. Spreads incorporate
estimates of future default, but can also be driven by technical dislocations in the fixed income markets. Abnormally narrow spreads (relative to historical levels) indicate higher
levels of valuation risk, wide spreads indicate lower levels of valuation risk and / or elevated default fears. Investment grade bond spreads are represented by the Barclays
Capital US Corporate Investment Grade Index Intermediate Component. The high yield corporate bond spreads are represented by the Barclays Capital US Corporate High
Yield Index.

Measures of US Inflation Expectations
Metrics: Breakeven Inflation and Inflation Adjusted Commodity Prices
Inflation is a very important indicator impacting all assets and financial instruments. Breakeven inflation is calculated as the 10 year nominal treasury yield minus the 10 year real
yield on US TIPS (treasury inflation protected securities). Abnormally low long-term inflation expectations are indicative of deflationary fears. A rapid rise in breakeven inflation
indicates acceleration in inflationary expectations as market participants sell nominal treasuries and buy TIPs. If breakeven inflation continues to rise quarter over quarter, this is a
signal of inflationary worries rising, which may cause Fed action and / or dollar decline.
Commodity price movement (above the rate of inflation) is an indication of anticipated inflation caused by real global economic activity putting pressure on resource prices.
We calculate this metric by adjusted in the Dow Jones UBS Commodity Index (formerly Dow Jones AIG Commodity Index) by US CPI-U. While rising commodity prices will not
necessarily translate to higher US inflation, higher US inflation will likely show up in higher commodity prices, particularly if world economic activity is robust.
These two measures of anticipated inflation can, and often are, conflicting.

Measures of US Treasury Bond Interest Rate Risk
Metrics: 10-Year Treasury Forward-Looking Real Yield and 10-Year Treasury Duration
The expected annualized real yield of the 10 year US Treasury Bond is a measure of valuation risk for US Treasuries. A low real yield means investors will accept a low rate of
expected return for the certainly of receiving their nominal cash flows. PCA estimates the expected annualized real yield by subtracting an estimate of expected 10 year
inflation (produced by the Survey of Professional Forecasters as collected by the Federal Reserve Bank of Philadelphia), from the 10 year Treasury constant maturity interest rate.
Duration for the 10-Year Treasury Bond is calculated based on the current yield and a price of 100. This is a measure of expected percentage movements in the price of the
bond based on small movements in percentage yield. We make no attempt to account for convexity.
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RISK METRIC DESCRIPTION – Rationale for selection and calculation methodology
What is the PCA Market Sentiment Indicator (PMSI)?
The PMSI is a measure meant to gauge the market’s sentiment regarding economic growth risk. Growth risk cuts across most financial assets, and is the largest risk exposure that
most portfolios bear. The PMSI takes into account the momentum (trend over time, positive or negative) of the economic growth risk exposure of publicly traded stocks and
bonds, as a signal of the future direction of growth risk returns; either positive (risk seeking market sentiment), or negative (risk averse market sentiment).

How do I read the PCA Market Sentiment Indicator (PMSI) graph?
Simply put, the PMSI is a color coded indicator that signals the market’s sentiment regarding economic growth risk. It is read left to right chronologically. A green indicator on
the PMSI indicates that the market’s sentiment towards growth risk is positive. A gray indicator indicates that the market’s sentiment towards growth risk is neutral or inconclusive.
A red indicator indicates that the market’s sentiment towards growth risk is negative. The black line on the graph is the level of the PMSI. The degree of the signal above or
below the neutral reading is an indication the signal’s current strength.

How is the PCA Market Sentiment Indicator (PMSI) Constructed?
The PMSI is constructed from two sub-elements representing investor sentiment in stocks and bonds:
1.Stock return momentum: Return momentum for the S&P 500 Equity Index (trailing 12-months)
2.Bond yield spread momentum: Momentum of bond yield spreads (excess of the measured bond yield over the identical duration U.S. Treasury bond yield) for corporate bonds
(trailing 12-months) for both investment grade bonds (75% weight) and high yield bonds (25% weight). The scale of this measure is adjusted to match that of the stock return
momentum measure.
The black line reading on the graph is calculated as the average of the stock return momentum measure and the bonds spread momentum measure. The color reading on the
graph is determined as follows:
1.If both stock return momentum and bond spread momentum are positive = GREEN (positive)
2.If one of the momentum indicators is positive, and the other negative = GRAY (inconclusive)
3.If both stock return momentum and bond spread momentum are negative = RED (negative)

What does the PCA Market Sentiment Indicator (PMSI) mean? Why might it be useful?
There is strong evidence that time series momentum is significant and persistent. In particular, across an extensive array of asset classes, the sign of the trailing 12-month return
(positive or negative) is indicative of future returns (positive or negative) over the next 12 month period. The PMSI is constructed to measure this momentum in stocks and
corporate bond spreads. A reading of green or red is agreement of both the equity and bond measures, indicating that it is likely that this trend (positive or negative) will
continue over the next 12 months. When the measures disagree, the indicator turns gray. A gray reading does not necessarily mean a new trend is occurring, as the indicator
may move back to green, or into the red from there. The level of the reading (black line) and the number of months at the red or green reading, gives the user additional
information on which to form an opinion, and potentially take action.
Momentum is defined as the persistence of relative performance. There is a significant amount of academic evidence indicating that positive momentum (e.g., strong performing stocks over the recent past continue to post strong
performance into the near future) exists over near-to-intermediate holding periods. See, for example, “Understanding Momentum,” Financial Analysts Journal, Scowcroft, Sefton, March, 2005.

52

DISCLOSURES: This document is provided for informational purposes only. It does not constitute an offer of securities of any of the issuers that may be described herein. Information contained
herein may have been provided by third parties, including investment firms providing information on returns and assets under management, and may not have been independently verified. The
past performance information contained in this report is not necessarily indicative of future results and there is no assurance that the investment in question will achieve comparable results or that
the Firm will be able to implement its investment strategy or achieve its investment objectives. The actual realized value of currently unrealized investments (if any) will depend on a variety of
factors, including future operating results, the value of the assets and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of which
may differ from the assumptions and circumstances on which any current unrealized valuations are based.
Neither PCA nor PCA’s officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy or completeness of the information contained in this
document or any oral information provided in connection herewith, or any data subsequently generated herefrom, and accept no responsibility, obligation or liability (whether direct or indirect, in
contract, tort or otherwise) in relation to any of such information. PCA and PCA’s officers, employees and agents expressly disclaim any and all liability that may be based on this document and
any errors therein or omissions therefrom. Neither PCA nor any of PCA’s officers, employees or agents, make any representation of warranty, express or implied, that any transaction has been or
may be effected on the terms or in the manner stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates, prospects or returns, if
any. Any views or terms contained herein are preliminary only, and are based on financial, economic, market and other conditions prevailing as of the date of this document and are therefore
subject to change.
The information contained in this report may include forward-looking statements. Forward-looking statements include a number of risks, uncertainties and other factors beyond the control of the
Firm, which may result in material differences in actual results, performance or other expectations. The opinions, estimates and analyses reflect PCA’s current judgment, which may change in the
future.
Any tables, graphs or charts relating to past performance included in this report are intended only to illustrate investment performance for the historical periods shown. Such tables, graphs and
charts are not intended to predict future performance and should not be used as the basis for an investment decision.
All trademarks or product names mentioned herein are the property of their respective owners. Indices are unmanaged and one cannot invest directly in an index. The index data provided is on an
“as is” basis. In no event shall the index providers or its affiliates have any liability of any kind in connection with the index data or the portfolio described herein. Copying or redistributing the
index data is strictly prohibited.
The Russell indices are either registered trademarks or tradenames of Frank Russell Company in the U.S. and/or other countries.
The MSCI indices are trademarks and service marks of MSCI or its subsidiaries.
Standard and Poor’s (S&P) is a division of The McGraw-Hill Companies, Inc. S&P indices, including the S&P 500, are a registered trademark of The McGraw-Hill Companies, Inc.
CBOE, not S&P, calculates and disseminates the BXM Index. The CBOE has a business relationship with Standard & Poor's on the BXM. CBOE and Chicago Board Options Exchange are registered
trademarks of the CBOE, and SPX, and CBOE S&P 500 BuyWrite Index BXM are servicemarks of the CBOE. The methodology of the CBOE S&P 500 BuyWrite Index is owned by CBOE and may be
covered by one or more patents or pending patent applications.
The Bloomberg Barclays Capital indices (formerly known as the Barclays indices) are trademarks of Bloomberg Finance L.P..
The Citigroup indices are trademarks of Citicorp or its affiliates.
The Merrill Lynch indices are trademarks of Merrill Lynch & Co. or its affiliates.
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MEMORANDUM
Date:

November 28, 2018

To:

Oakland Police and Fire Retirement System (OPFRS)

From: Pension Consulting Alliance, LLC (PCA)
CC:

David Sancewich – PCA
Sean Copus, CFA – PCA
Teir Jenkins – OPFRS
David Jones - OPFRS

RE:

Parametric (Covered Calls) – Contract Renewal

Manager: Parametric
Inception Date:
Product Name:

4/2014
Parametric BXM/DeltaShift

OPFRS AUM (9/30/2018): $50.7 million (12.9%)
Management Fee:
32 bps ($162,169)*

Investment Strategy: Covered Calls DeltaShift (Active) & Replication (Passive)
Benchmark:
CBOE BXM
Firm-wide AUM (9/30/2018): $137.4 billion
*Estimated based on manager account AUM as of 9/30/2018
Summary and Recommendation
PCA recommends that OPFRS renew its contract with Parametric that includes new language
that allows for unlimited one-year extension options before the current contract date of
expiration. OPFRS contracts reserve the right for the Board to terminate the agreement, with or
without cause, at any time upon 30 calendar days’ prior written notice. In making this
recommendation, PCA considered investment performance and recent organizational /
personnel issues. Since the last contract renewal, Parametric has exhibited acceptable
performance and organizational stability regarding its Covered Calls portfolios, therefore PCA
believes that there are no issues that should prevent a contract extension for this manager.

DISCLOSURES: This document is provided for informational purposes only. It does not constitute an offer of securities of any of the issuers
that may be described herein. Information contained herein may have been provided by third parties, including investment firms
providing information on returns and assets under management, and may not have been independently verified. The past performance
information contained in this report is not necessarily indicative of future results and there is no assurance that the investment in question
will achieve comparable results or that the Firm will be able to implement its investment strategy or achieve its investment objectives. The
actual realized value of currently unrealized investments (if any) will depend on a variety of factors, including future operating results, the
value of the assets and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of
which may differ from the assumptions and circumstances on which any current unrealized valuations are based.
Neither PCA nor PCA’s officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy
or completeness of the information contained in this document or any oral information provided in connection herewith, or any data
subsequently generated herefrom, and accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or
otherwise) in relation to any of such information. PCA and PCA’s officers, employees and agents expressly disclaim any and all liability
that may be based on this document and any errors therein or omissions therefrom. Neither PCA nor any of PCA’s officers, employees or
agents, make any representation of warranty, express or implied, that any transaction has been or may be effected on the terms or in the
manner stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates,
prospects or returns, if any. Any views or terms contained herein are preliminary only, and are based on financial, economic, market and
other conditions prevailing as of the date of this document and are therefore subject to change.
The information contained in this report may include forward-looking statements. Forward-looking statements include a number of risks,
uncertainties and other factors beyond the control of the Firm, which may result in material differences in actual results, performance or
other expectations. The opinions, estimates and analyses reflect PCA’s current judgment, which may change in the future.
Any tables, graphs or charts relating to past performance included in this report are intended only to illustrate investment performance for
the historical periods shown. Such tables, graphs and charts are not intended to predict future performance and should not be used as
the basis for an investment decision.
All trademarks or product names mentioned herein are the property of their respective owners. Indices are unmanaged and one cannot
invest directly in an index. The index data provided is on an “as is” basis. In no event shall the index providers or its affiliates have any
liability of any kind in connection with the index data or the portfolio described herein. Copying or redistributing the index data is strictly
prohibited.
The Russell indices are either registered trademarks or tradenames of Frank Russell Company in the U.S. and/or other countries.
The MSCI indices are trademarks and service marks of MSCI or its subsidiaries.
Standard and Poor’s (S&P) is a division of The McGraw-Hill Companies, Inc. S&P indices, including the S&P 500, are a registered trademark
of The McGraw-Hill Companies, Inc.
CBOE, not S&P, calculates and disseminates the BXM Index. The CBOE has a business relationship with Standard & Poor's on the BXM.
CBOE and Chicago Board Options Exchange are registered trademarks of the CBOE, and SPX, and CBOE S&P 500 BuyWrite Index BXM are
servicemarks of the CBOE. The methodology of the CBOE S&P 500 BuyWrite Index is owned by CBOE and may be covered by one or more
patents or pending patent applications.
The Barclays Capital indices (formerly known as the Lehman indices) are trademarks of Barclays Capital, Inc.
The Citigroup indices are trademarks of Citicorp or its affiliates.
The Merrill Lynch indices are trademarks of Merrill Lynch & Co. or its affiliates.
FTSE is a trademark of the London Stock Exchange Group companies and is used by FTSE under license. All rights in the FTSE indices and/or
FTSE ratings vest in FTSE and/or its licensors. No further distribution of FTSE data is permitted with FTSE’s express written consent.
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Approved to Form
OAKLAND POLICE AND FIRE RETIREMENT BoARD · ~
CITY OF OAKLAND, CALIFORNIA
~
RESOLUTION NO. 7033

ON MOTION OF MEMBER _ _ _ _ _ _ _ SECONDED BY MEMBER _ _ _ _ _ _ _ __

RESOLUTION MODIFYING THE AGREEMENT WITH PARAMETRIC
PORTFOLIO ASSOCIATES, LLC TO PROVIDE COVERED CALLS
ASSET CLASS INVESTMENT MANAGER SERVICES FOR THE CITY
OF OAKLAND POLICE AND FIRE RETIREMENT SYSTEM BOARD IN
ORDER TO (1) PROVIDE FOR UNLIMITED ONE-YEAR EXTENSION
OPTIONS UNDER IN SECTION IV, SUBSECTION B; AND (2) TO
EXERCISE A ONE-YEAR OPTION TO EXTEND THE AGREEMENT
COMMENCING DECEMBER 23, 2018 THROUGH DECEMBER 23,
2019
WHEREAS, The Oakland City Charter section 2601(e) gives the Board of the
Oakland Police and Fire Retirement System ("PFRS Board") power to make all necessary
rules and regulation for its guidance and shall have exclusive control of the administration
and investment of the funds established for the maintenance and operation of the system;
and
WHEREAS, The PFRS Board approved by Board motion at the June 19, 2013
Board meeting to enter into an agreement ("The Agreement") with Parametric Portfolio
Associates, LLC ("Investment Counsel"), effective December23, 2013 through December
23, 2018, to provide advice and counsel regarding investments of the assets of the Police
and Fire Retirement Fund ("Fund"); and
WHEREAS, Article XX of said agreement allows for modification to this
agreement only by written agreement of all parties; and
WHEREAS, Article IV(B) permits the Board the option to extend the term of the
agreement for additional one-year terms by giving Investment Counsel written notice of
its intent to exercise its option not less than sixty days prior to the expiration of the term
or extended term of the agreement; and
WHEREAS, The Board wishes to extend the current agreement with Investment
Counsel for another one-year term, effective December 23, 2018; and
WHEREAS, The Board and Investment Counsel agree and desire that the Agreement
be amended to modify Section IV, subsection B to provide for unlimited one-year extension
options; now therefore, be it

RESOLVED: That the Board authorizes amendment of the Agreement provision
in Section IV, subsection B, to provide that it has unlimited extension options for one-year
terms as follows - Strike Through text indicates deletions and double underscored text
indicates added language:

OAKLAND POLICE AND FIRE RETIREMENT BOARD
CITY OF OAKLAND, CALIFORNIA

"B. The Board has the option to extend the term for three unlimited
one-year terms by giving Investment Counsel written notice of its
intent to exercise its option not less than sixty(60) days' prior to the
expiration of the term or extended term of the Agreement."
; and be it
FURTHER RESOLVED, that all other terms of the Agreement which are not
modified herein shall remain in full force and effect; and be it
FURTHER RESOLVED, that the Board authorizes the extension of the service
agreement between the City of Oakland Police and Fire Retirement System and
Parametric Portfolio Associates, LLC, a Covered Calls asset class investment manager,
for one additional year commencing December 23, 2018 through December 23, 2019.

IN BOARD MEETING, CITY HALL,

OAKLAND, CA _ _ _--:..:N=O'-"V-=E=M..:..::B=-=E=-R.::...:2=8::..i..,=20=-1.:..;:8:;___ _

PASSED BY THE FOLLOWING VOTE:
AYES:

GODFREY, KASAINE, MELIA, MUSZAR, SPEAKMAN, WILKINSON,
AND PRESIDENT JOHNSON

NOES:
ABSTAIN:
ABSENT:
ATTEST:----.,,,.-----PREs1oeNT

ATTEST: _ _ _ _ _ _ _ _ __
SECRETARY

MEMORANDUM
Date: November 28, 2018
To:

Oakland Police and Fire Retirement System (OPFRS)

From: Pension Consulting Alliance, LLC. (PCA)
CC:

David Sancewich - PCA
Sean Copus – PCA
Teir Jenkins – OPFRS
David Jones - OPFRS

RE:

2018 Monthly Strategic Investment Agenda

On an ongoing basis, PCA and OPFRS staff will be updating the investment agenda for the
remaining calendar year (see table below). In an attempt to coordinate the scheduling of these
tasks, this memo details a Preliminary Investment Project Agenda by calendaring and prioritizing
the expected tasks and deliverables that would be required to fulfill the Agenda.
Ongoing 2018 Preliminary Investment Project Agenda
Expected
Completion Date
December 2018

Task



Update and Review of Investment Policy

Bold are priority strategic items.

This agenda includes only major strategic items. PCA also expects to work with the Staff and Board
to complete more routine tasks and projects, as expected.

DISCLOSURES: This document is provided for informational purposes only. It does not constitute an offer of securities of any of the issuers that
may be described herein. Information contained herein may have been provided by third parties, including investment firms providing
information on returns and assets under management, and may not have been independently verified. The past performance information
contained in this report is not necessarily indicative of future results and there is no assurance that the investment in question will achieve
comparable results or that the Firm will be able to implement its investment strategy or achieve its investment objectives. The actual realized
value of currently unrealized investments (if any) will depend on a variety of factors, including future operating results, the value of the assets
and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of which may differ
from the assumptions and circumstances on which any current unrealized valuations are based.
Neither PCA nor PCA’s officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy
or completeness of the information contained in this document or any oral information provided in connection herewith, or any data
subsequently generated herefrom, and accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or
otherwise) in relation to any of such information. PCA and PCA’s officers, employees and agents expressly disclaim any and all liability that
may be based on this document and any errors therein or omissions therefrom. Neither PCA nor any of PCA’s officers, employees or agents,
make any representation of warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner
stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates, prospects or
returns, if any. Any views or terms contained herein are preliminary only, and are based on financial, economic, market and other conditions
prevailing as of the date of this document and are therefore subject to change.
The information contained in this report may include forward-looking statements. Forward-looking statements include a number of risks,
uncertainties and other factors beyond the control of the Firm, which may result in material differences in actual results, performance or
other expectations. The opinions, estimates and analyses reflect PCA’s current judgment, which may change in the future.
Any tables, graphs or charts relating to past performance included in this report are intended only to illustrate investment performance for
the historical periods shown. Such tables, graphs and charts are not intended to predict future performance and should not be used as the
basis for an investment decision.
All trademarks or product names mentioned herein are the property of their respective owners. Indices are unmanaged and one cannot
invest directly in an index. The index data provided is on an “as is” basis. In no event shall the index providers or its affiliates have any liability
of any kind in connection with the index data or the portfolio described herein. Copying or redistributing the index data is strictly prohibited.
The Russell indices are either registered trademarks or tradenames of Frank Russell Company in the U.S. and/or other countries.
The MSCI indices are trademarks and service marks of MSCI or its subsidiaries.
Standard and Poor’s (S&P) is a division of The McGraw-Hill Companies, Inc. S&P indices, including the S&P 500, are a registered trademark
of The McGraw-Hill Companies, Inc.
CBOE, not S&P, calculates and disseminates the BXM Index. The CBOE has a business relationship with Standard & Poor's on the BXM. CBOE
and Chicago Board Options Exchange are registered trademarks of the CBOE, and SPX, and CBOE S&P 500 BuyWrite Index BXM are
servicemarks of the CBOE. The methodology of the CBOE S&P 500 BuyWrite Index is owned by CBOE and may be covered by one or more
patents or pending patent applications.
The Barclays Capital indices (formerly known as the Lehman indices) are trademarks of Barclays Capital, Inc.
The Citigroup indices are trademarks of Citicorp or its affiliates.
The Merrill Lynch indices are trademarks of Merrill Lynch & Co. or its affiliates.
FTSE is a trademark of the London Stock Exchange Group companies and is used by FTSE under license. All rights in the FTSE indices and/or
FTSE ratings vest in FTSE and/or its licensors. No further distribution of FTSE data is permitted with FTSE’s express written consent.
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All persons wishing to address the
Board must complete a speaker's card,
stating their name and the agenda item
(including "Open Forum") they wish
to address. The Board may take action
on items not on the agenda only if
findings pursuant to the Sunshine
Ordinance and Brown Act are made
that the matter is urgent or an
emergency.
Oakland Police and Fire Retirement
Board meetings are held in wheelchair
accessible
facilities.
Contact
Retirement Systems, 150 Frank
Ogawa Plaza, Suite 3332 or call (510)
238-7295 for additional information.

RETIREMENT BOARD MEMBERS

Walter L. Johnson, Sr.
President
Jaime T. Godfrey
Vice President
Katano Kasaine
Member

Retirement Systems
150 Frank H. Ogawa Plaza
Oakland, California 94612

AGENDA

Martin J. Melia
Member
Robert J. Muszar
Member
John C. Speakman
Member
Steven Wilkinson
Member

REGULAR MEETING of the BOARD OF ADMINISTRATION
of the OAKLAND POLICE AND FIRE RETIREMENT SYSTEM (“PFRS”)

Wednesday, November 28, 2018 – 11:30 am
One Frank H. Ogawa Plaza, Hearing Room 1
Oakland, California 94612

- - - ORDER OF BUSINESS - - A.

CLOSED SESSION

B.

Report of PFRS Board Action from Closed Session (if any)

C.

Subject:
From:

PFRS Board Meeting Minutes
Staff of the PFRS Board

Recommendation:

APPROVE October 31, 2018 PFRS Board meeting
minutes.

Subject:
From:

Appointment of Secretary of the PFRS Board
Staff of the PFRS Board

Recommendation:

APPROVE the appointment of the Secretary of the Board
of the Oakland Police and Fire Retirement System.

Subject:

Report Regarding the Method of Calculating PFRS
Police Retiree Holiday Pay for Ranks Below Captain;
and a Resolution Adopting a Revised Method for
Calculating Police Holiday Retirement Allowances for
Ranks below Captain
PFRS Legal Counsel

D.

E.

From:
Recommendation:

APPROVE a Report Regarding the Method of Calculating
PFRS Police Retiree Holiday Pay for Ranks Below
Captain; and APPROVE a Resolution Adopting a Revised
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ORDER OF BUSINESS, continued
Method for Calculating Police Holiday Retirement
Allowances for Ranks below Captain.
F.

Subject:

From:
Recommendation:

G.

Report Regarding the Method of Calculating PFRS
Police Retiree Holiday Pay for Captains and Deputy
Chiefs; and a Resolution Adopting a Revised Method
for Calculating Police Holiday Retirement Allowances
for Captains and Deputy Chiefs
PFRS Legal Counsel
APPROVE a Report Regarding the Method of Calculating
PFRS Police Retiree Holiday Pay for Captains and Deputy
Chiefs; and APPROVE a Resolution Adopting a Revised
Method for Calculating Police Holiday Retirement
Allowances for Captains and Deputy Chiefs.

AUDIT AND OPERATIONS COMMITTEE AGENDA – NOVEMBER 28, 2018

G1. Subject:

From:
Recommendation:

G2. Subject:
From:
Recommendation:

G3. Subject:
From:
Recommendation:

G4. Subject:
From:
Recommendation:

Report of the Audit of the Financial Statements of the
Oakland PFRS as of, and for, the year ended June 30,
2018
Macias, Gini and O’Connell, LLP
APROVE the Report of the Audit of the Financial
Statements of the Oakland PFRS as of, and for the year
ended June 30, 2018.
Administrative Expenses Report
Staff of the PFRS Board
ACCEPT an informational report regarding PFRS
administrative expenses from July 1, 2018 through
September 30, 2018.
City of Oakland Travel Insurance for PFRS Board
Member Travel on Board Business
Staff of the PFRS Board
ACCEPT an informational report regarding City of
Oakland Travel Insurance for PFRS Board Member Travel
on Board Business.
PFRS Policy Governing the Overpayment
Underpayment of Member Benefits
Staff of the PFRS Board

or

DISCUSSION regarding PFRS Policy Governing the
Overpayment or Underpayment of Member Benefits.
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REGULAR BOARD MEETING
NOVEMBER 28, 2018
ORDER OF BUSINESS, continued

H.

INVESTMENT & FINANCIAL MATTERS COMMITTEE AGENDA –
NOVEMBER 28, 2018

H1. Subject:
From:
Recommendation:

H2. Subject:
From:
Recommendation:

H3. Subject:
From:
Recommendation:
H4. Subject:
From:
Recommendation:

H5. Subject:
From:
Recommendation:
H6. Subject:

Investment Manager Performance Review – Fisher
Investments
Fisher Investments
ACCEPT an Informational Report regarding review of
Fisher Investments, a PFRS International Equities
Investment Manager.
Investment Manager Overview – Fisher Investments
Pension Consulting Alliance (PCA)
ACCEPT an Informational Report regarding the
evaluation and review of Fisher Investments, a PFRS
International Equities Investment Manager.
Investment Market Overview
Pension Consulting Alliance
ACCEPT an informational report on the global investment
markets through November 2018.
$14.2 million 1st Quarter 2019 Member Benefits
Drawdown
Staff of the PFRS Board & Pension Consulting Alliance
APPROVE PCA recommendation of $14.2 million
drawdown, which includes an $11.2 million contribution
from the City of Oakland and a $3.0 million contribution
from the PFRS Investment Fund, to be used to pay for
January 2019 through March 2019 member retirement
benefits.
Investment Fund Performance Report for the Quarter
Ending September 30, 2018
Pension Consulting Alliance
APPROVE the Investment Fund Performance Report for
the Quarter Ending September 30, 2018.
Resolution No. 7033 - Resolution modifying the
agreement with Parametric Portfolio Associates, LLC
to provide Covered Calls asset class investment
manager services for the City of Oakland Police and
Fire Retirement System Board in order to (1) provide
for unlimited one-year extension options under in
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REGULAR BOARD MEETING
NOVEMBER 28, 2018
ORDER OF BUSINESS, continued

From:

section IV, subsection B; and (2) to exercise a oneyear option to extend the agreement commencing
December 23, 2018 through December 23, 2019
Staff of the PFRS Board

Recommendation:

APPROVE Resolution No. 7033 - Resolution modifying
the agreement with Parametric Portfolio Associates, LLC
to provide Covered Calls asset class investment manager
services for the City of Oakland Police and Fire
Retirement System Board in order to (1) provide for
unlimited one-year extension options under in section IV,
subsection B; and (2) to exercise a one-year option to
extend the agreement commencing December 23, 2018
through December 23, 2019.

Subject:
From:

Member Resolution(s) No. 7034
Staff of the PFRS Board

Recommendation:

APPROVE Member Resolution(s) No. 7034

I1.

Resolution
No. 7034

Resolution fixing the monthly allowance of Barbara J.
Stevenson, spouse of Norman L. Stevenson retired
member of the Police and Fire Retirement System.

J.

NEW BUSINESS

K.

OPEN FORUM

L.

FUTURE SCHEDULING

I.
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A BOARD MEETING of the Oakland Police and Fire Retirement System (“PFRS”) was
held on October 31, 2018 in Hearing Room 1, One Frank Ogawa Plaza, Oakland,
California.
Board Members Present:

• Walter L. Johnson, President
• Jaime T. Godfrey, Vice President
• Katano Kasaine, Member
• R. Steven Wilkinson, Member
• John C. Speakman, Member
• Robert J. Muszar, Member
• Martin J. Melia, Member

Additional Attendees:

• David Jones, PFRS Legal Counsel
• Pelayo Llamas, Jr., PFRS Legal Counsel
• David Low & Teir Jenkins, Staff Member
• David Sancewich, Pension Consulting Alliance

The meeting was called to order at 11:43 am. Prior to convening Closed Session, Katano
Kasaine introduced David Jones as the new PFRS Plan Administrator for the PFRS
Board. Mr. Jones spoke about his work experience with the City of Oakland and his
enthusiasm to be working with the PFRS board.
A. Closed Session – Pete Peterson, President of the Retired Oakland Police Officers
Association (ROPOA) recited ROPOA’s continued efforts to seek a negotiated
resolution regarding the lawsuit between the PFRS Board and the police retirees and
beneficiaries.
Prior to convening closed session, President Johnson asked the PFRS legal counsel
if there are any issues requiring Member Muszar to recuse himself from the matters
to be discussed in Closed Session. PFRS Legal Counsel Pelayo Llamas said there
were no reasons presently to require Member Muszar to recuse himself from closed
session, but if circumstances change, he will advise the Board about what its options
are. Following his comments, the PFRS Board entered closed session at 11:51 am.
B. Report of Board Actions from Closed Session – The PFRS Board meeting
reconvened following the conclusion of Closed Session at 12:16 pm. No reportable
action by the Board was made during closed session.
C. Approval of PFRS Board Meeting Minutes – Member Godfrey made a motion to
approve the September 26, 2018 PFRS Board meeting minutes, second by Member
Muszar. Motion Passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

D. Appreciation of Service to James Cooper, Ronald Oznowicz, and Christine
Daniel, Former PFRS Board Members; and Resolution No. 7032 – Appreciation
for Board Service to Christine Daniel – Former members Oznowicz and Daniel
were not present at the PFRS Board meeting today; Former member Cooper was
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present. President Johnson expressed the PFRS Board’s appreciation to former
PFRS Board members, James Cooper, Ronald Oznowicz, and Christine Daniel, for
their service on the PFRS Board and its membership. Following comments from
several PFRS Board members who expressed their appreciation to former member
Cooper for his PFRS Board service, Member Godfrey made a motion to approve
Resolution No. 7032, second by Member Kasaine. Motion Passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

E. Report Regarding the Method of Calculating PFRS Police Retiree Holiday Pay
for Ranks Below Captain; and a Resolution Adopting a Revised Method for
Calculating Police Holiday Retirement Allowances for Ranks below Captain –
President Johnson invited a motion to postpone this matter to the next regular
scheduled meeting. Member Melia made a motion to move this matter to the next
regular Board meeting, second by member Godfrey. Motion passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

F. Report Regarding the Method of Calculating PFRS Police Retiree Holiday Pay
for Captains and Deputy Chiefs; and a Resolution Adopting a Revised Method
for Calculating Police Holiday Retirement Allowances for Captains and Deputy
Chiefs – President Johnson invited a motion to postpone this matter to the next
regular scheduled meeting. Member Melia made a motion to move this matter to the
next regular Board meeting, second by member Godfrey. Motion passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

G. PFRS AUDIT COMMITTEE MEETING – OCTOBER 31, 2018
G1. Administrative Expenses Report – Investment Officer Teir Jenkins presented
the administrative expenses report from July 1, 2018 through August 31, 2018.
Member Muszar made a motion to accept the administrative expenses report,
second by member Speakman. Motion passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

G2. PFRS Policy Governing the Overpayment or Underpayment of Member
Benefits – Member Speakman reported that the Audit Committee deferred
discussion on this matter to the next scheduled Audit Committee meeting.
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H. PFRS INVESTMENT COMMITTEE MEETING – OCTOBER 31, 2018
H1. Investment Market Overview – David Sancewich from Pension Consulting
Alliance reported on the global economic factors affecting the PFRS Fund.
Member Godfrey made a motion to accept the informational report from PCA
regarding the Investment Market Overview, second by member Speakman.
Motion passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

H2. Preliminary Investment Fund Performance Report for the Quarter Ending
September 30, 2018 – Mr. Sancewich reported on the results of the preliminary
investment fund performance report for the Quarter ending September 30, 2018.
Member Godfrey made a motion to accept the informational report from PCA,
second by member Melia. Motion passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

H3. Resolution No. 7028 – Hiring of a Domestic Defensive Equity Asset Class
Investment Manager – Member Speakman made a motion to approve
Resolution No. 7028 – a resolution authorizing a professional service agreement
with SPI Strategies, LLC to serve as investment manager of the U.S./Domestic
Defensive Equity asset class for the Oakland Police And Fire Retirement System
over the term of five (5) years at a fee rate not to exceed 0.5 percent of the
portfolio’s assets value each year, second by member Melia. Motion passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

H4. Resolution No. 7027 – Resolution authorizing the execution of an
amendment to extend the Master Custody Agreement with the Northern
Trust Company to perform Custodian Bank Services for PFRS for a threeyear period ending September 30, 2021, at annual fees of $116,500 – Member
Godfrey made a motion to recommend board approval of Resolution No. 7027 –
a resolution authorizing the execution of an amendment to extend the Master
Custody Agreement with the Northern Trust Company to perform Custodian Bank
Services for PFRS for a three-year period ending September 30, 2021, at annual
fees of $116,500, second by member Speakman. Motion passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

H5. Follow-up review and recommendation of Board action regarding
Hansberger Growth Investors, a PFRS International Equity Investment
Manager – Mr. Sancewich presented PCA’s overview of their recommendation to
continue to keep Hansberger Growth Investors on watch status. Following some
Board discussion, Member Speakman made a motion (1) to recommend Board
approval of keeping Hansberger Growth Investors on “watch” status, and (2) to
bring Hansberger Growth Investors status before the Committee for a follow-up
quarterly review, second by member Godfrey. Motion passed.
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[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

Mr. Sancewich reported that the Investment Committee and PCA will be reviewing
the International Equities mandate to consider restructuring in the beginning 2019.
H6. Follow-up review and recommendation of Board action regarding Reams
Asset Management, a PFRS Core Plus Fixed Income Investment Manager –
Mr. Sancewich presented PCA’s overview of their recommendation to remove
Reams Asset Management from “watch” status. Following some discussion,
Member Godfrey made a motion to approve removing Reams Asset Management
from “watch” status, second by member Speakman. Motion passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

F. Resolutions No. 7031 – The PFRS Board reviewed and approved Resolution No.
7031:
F1. Approval of Resolution No. 7031 – Member Kasaine made a motion to approve
the resolution of death benefit payments and directing warrants thereunder in the
total sum of $1,000.00 payable to the beneficiaries of deceased members as
follows: (1) Brian W. Anderson, (2) Sandra Bourasa and Scott A. Spenser, and
(3) Gregory Gain, second by member Speakman. Motion passed.
[ GODFREY – Y / JOHNSON – Y / KASAINE – Y / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 7 / NOES: 0 / ABSTAIN: 0)

G. NEW BUSINESS – Member Muszar requested that an agenda item exploring the
potential benefits to the City and PFRS of having the City voluntarily increase its
contributions to the System to a level that would either mitigate or eliminate the
System’s need to draw down investments in order to pay monthly pension benefits.
The Board extensively discussed Member Muszar’s request and no motion was made
to schedule the item.
Member Muszar made a motion to add discussion regarding the appointment of a
PFRS Board secretary to the next PFRS Board Agenda, second by member
Speakman. Following some Board discussion, the PFRS Board voted. Motion passed.
[ GODFREY – ABSTAIN / JOHNSON – N / KASAINE – ABSTAIN / MELIA – Y / MUSZAR – Y / SPEAKMAN – Y / WILKINSON – Y ]
(AYES: 4 / NOES: 1 / ABSTAIN: 2)

H. OPEN FORUM – No Report.
I. FUTURE SCHEDULING – The next PFRS Board meeting was scheduled for
Wednesday, November 28, 2018. The PFRS Board also tentatively schedule the
December 2018 meeting for Wednesday, December 19, 2018.
The meeting adjourned at 1:05 pm.
DAVID JONES, BOARD SECRETARY

DATE

CITY OF OAKLAND

TO:

SUBJECT:

AGENDA REPORT

Oakland Police and Fire
Retirement Board

FROM:

David Jones
Plan Administrator

Appointment of
PFRS Board Secretary

DATE: November 19, 2018

RECOMMENDATION
Appointment of a Secretary of the Board of the Oakland Police and Fire Retirement System.
SUMMARY
At the October 31, 2018 Oakland Police and Fire Retirement System (PFRS) Board Meeting, the
PFRS Staff was directed by Board President Walter L. Johnson, Sr. add to the November 28,
2018 PFRS Board Agenda an agenda item for the appointment of a New PFRS Board Secretary.
The position of Board Secretary is currently appointed to Katano Kasaine, who has served as
PFRS Board Secretary since her appointment at the September 25, 2013 PFRS Board meeting.

Respectfully submitted,

~or

Oakland Police and Fire Retirement System

PFRS Audit Committee Meeting
November 28, 2018

AGENDA REPORT
CITY OF OAKLAND

TO:

SUBJECT:

I.

Oakland Police and Fire
Retirement Board

FROM:

David Jones
Plan Administrator

A Report Regarding The Method of
Calculating PFRS Police Retiree Holiday
Pay for Ranks Below Captain; and A
Resolution Adopting A Revised Method
for Calculating Police Holiday Retirement
Allowances for Ranks Below Captain

DATE:

November 19, 2018

EXECUTIVE SUMMARY

This report supplements the agenda reports on this subject for the PFRS Board Meetings
of October 25, 2017 (Attachment 1 hereto) and November 29, 2017 (Attachment 2 hereto). The
purpose of this report is to provide information so that the Board may determine the correct
method to calculate the number of holiday hours to be included in the retirement allowances of
PFRS police retirees classified in ranks below captain. Generally, this report explains the
significant changes in the labor agreements governing active police in these lower ranks since
2006, and summarizes payroll data illustrating the holiday work behavior of active police to
determine if there is parity in compensation between the retired and active police in the lower
ranks.
This report contains PFRS staffs conclusions and recommended findings on two topics
raised in the October 25, 2017 PFRS Board meeting as follows:
A. Contrary to case law and the Charter, the current method of calculating the holiday
portion of PFRS police retiree allowances credits retirees with higher relative pay and
more holiday pay than the vast majority of active police officers below the rank of
captain receive. There is no underpayment. Rather there is an overpayment which the
PFRS Board should address.
B. The Floating Holiday benefit is not compensation attached to the rank for any PFRS
police retirees classified below the rank of captain, because it is awarded as
compensatory time that is not payable in cash and is forfeited if not used in the year in
which it is granted.

For discussion and action, staff proposes a resolution for the Board to adopt a revised
method for calculating the holiday pay component of the retirement allowances of PFRS police
members who retired at ranks below captain. The method would be applied going forward in
calculating the total combined (holiday and other compensation attached to rank) annual rate of

police retirement allowances for the ranks below captain.
PFRS Board Meeting
November 28, 2018

Board of Administration, Oakland Police and Fire Retirement System
Subject: A Report Regarding The Method of Calculating PFRS Police Retiree Holiday Pay for
Ranks Below Captain; and A Resolution Adopting A Revised Method for Calculating Police
Holiday Retirement Allowances for Ranks Below Captain
Date:
November 28, 2018
Page 2
At the October 31, 2018 PFRS Board meeting, the PFRS Board voted to postpone
consideration of this matter to the next scheduled meeting.
II.

PROCEDURAL BACKGROUND

As of this November 28, 2018 meeting, the Board's consideration of police holiday pay
methodology has been divided into separate legislative items for the lower ranks (below captain)
and the upper ranks of captain and deputy chief. This report also introduces additional payroll
data from the 2017-2018 fiscal year.
The PFRS Board has considered this matter during its October and November 2017
meetings. It also previously received a report at its August 2015 Board Meeting in which PFRS
Staff concluded that PFRS police retirees were not being underpaid holiday benefits. The reports
dated May 24, 2018 (published for the cancelled May 30, 2018 PFRS Board meeting), June 21
(item was not called for discussion at the June 27, 2018 Board meeting), and October 31, 2018
(item was postponed by vote of the Board) were never considered by the Board, and are not part
of the record of this discussion.
For the report received by the PFRS Board on October 25, 2017 (Appendix 1 attached to
this report), Staff analyzed payroll records for active police officers in ranks below captain for
fiscal years (July through June) 2014/2015, 2015/2016 and 2016/2017, to determine how much
holiday pay active police were typically credited, and the combined number of hours of base and
holiday pay active police officers in those ranks are typically credited, and compared them to the
number of base pay and holiday hours that PFRS police retirees and beneficiaries are credited
under the current method of calculating police retiree holiday benefits. The results are
summarized in Tables 1, 2, 3, (attached to Appendix 1 (the Agenda Report for October 2017))
and Table 4, (attached hereto as Exhibit I). Further discussion on this matter was continued to
2018, and the Board invited written comment to be submitted during the November 29, 2017
Board meeting.
At the November 29, 2017 Board meeting (see Appendix 2 attached to this report), the
PFRS Board received written statements on the issues submitted by PFRS Board Member
Muszar (the elected Police Retiree Representative) and by the ROPOA (through its attorneys).
Following oral statements from Member Muszar and the ROPOA's attorney, the Board voted to
accept the statements into the record of this matter.
PFRS Staff received the following documents since November 29, 2017, and they are
attached to this report for consideration by the Board:
Exhibit J -

June 15, 2018 Report by Professor Stephen Raphael (provided in relation
to the pending lawsuit Retired Oakland Police Officers Association v.
Oakland Police and Fire Retirement System et al, Alameda County
Superior Court Action No. RG16838274);
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III.

Exhibit K -

Letter dated June 20, 2018 from ROPOA Secretary Mr. Robert W.
Nichelini on behalf of the Retired Oakland Police Officers Association;
and

Exhibit L -

November 19, 2018 Supplemental Report by Professor Stephen Raphael
(provided in relation to the pending lawsuit Retired Oakland Police
Officers Association v. Oakland Police and Fire Retirement System et al,
Alameda County Superior Court Action No. RG16838274).

APPLICABLE PRINCIPLES AND HISTORY

In order to facilitate the Board's understanding of the claims, data, and issues in this
report, the fundamental principles applicable to PFRS police retiree compensation and the
history of police holiday pay for retirees are summarized in this section.
A.

THE PFRS FLUCTUATING BENEFIT RETIREMENT SYSTEM

PFRS retirees receive a monthly allowance based on a fraction of the compensation
attached to the average rank held by each retiree during his final three years of active service.
(City Charter section 2607 and 2608) By tying a retiree's benefits to the compensation "attached"
to the rank of active duty police officers holding the same rank, the Charter established a
fluctuating pension system in which pension benefits increase or decrease as the compensation
paid to active employees increases or decreases. This fluctuation maintains a direct linkage
between retirement allowances and active duty police officer pay. The primary purpose of a
fluctuating pension plan is to guarantee the pensioner a fairly constant standard of living despite
inflation, and to maintain equality of position between the retired member and the person (or
persons) currently holding the rank the pensioner attained before his retirement. (Kreeft v. City
of Oakland (1998) 68 Cal.App.41h 46, 54.) (emphasis added)
City Charter section 2607 provides:
The following words and phrases, as used in this Article, unless a different meaning
is plainly required by the context, shall have the following meaning:
"Retirement allowance," "Death allowance," or "allowance" shall mean equal
monthly payments, beginning to accrue upon the date of retirement, or upon the
day following the date of death, as the case may be, and continuing for life, unless
a different term of payment is definitely provided by the context.
"Compensation" as distinguished from benefits under the Labor Code of the State
of California, shall mean the monthly remuneration payable in cash, by the City,
without deduction, for time during which the individual receiving such

remuneration is a member of the Police or Fire Department, but excluding
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remuneration paid for overtime and for special details or assignments as provided
in Sections 91 and 97* of the Charter.
"Compensation attached to the average rank held" shall mean the compensation
attached to the lowest rank held during the three years immediately preceding
retirement plus one thirty-sixth (1/36) of the difference between it and the
compensation attached to any higher rank held during that period of each month,
and fraction thereof, the higher rank was held.

* This reference is to the Section or Article so designated in the former Charter.
Police pay for active officers generally includes a number of components such as regular
pay, overtime pay, holiday pay, vacation pay, uniform pay, longevity pay, and premium pay
(fractional increases above base pay that vary depending on assignment or obtaining special
educational certificates). These components vary with each periodic agreement negotiated
between the City of Oakland and the OPOA (Oakland Police Officers Association) or OPMA
(Oakland Police Management Association) unions, and memorialized in Memoranda of
Understanding ("MOU"). Some pay components are expressly excluded by section 2607 from
being classified as compensation attached to rank for PFRS retirement purposes (overtime and
special details or assignments).
There have been a multitude of lawsuits about whether certain of these pay components
are compensation attached to rank, and if so how they should be included in the calculation of
the retirement allowance of PFRS members. In Kreeft v. City of Oakland (1998) 68 Cal.App.4th
46, 55, the First District Court of Appeal interpreted Charter section 2607 and held that for an
element of compensation to be "attached" to rank, "the compensation must 'adhere to' the rank
'as an appertaining quality or circumstance.' That is, the employee must be entitled to the
compensation by virtue of the rank, and not his individual efforts over and above what are
required to obtain the rank." Kreeft at p. 58. (emphasis added.)
Over the years, courts have determined that many types of premium pay are not
compensation attached to rank (shift differential pay, self-improvement pay, voluntary day off
for pay, motorcycle premium pay, aerial patrol premium pay, standby pay, field training officers'
premium, and meal allowance pay). Courts have also found that holiday pay is a category of
compensation that is attached to rank for PFRS retirees, and that is discussed below in section
III.B.
B.

HOLIDAY PAY OF PFRS POLICE RETIREES

The most recent court decision on the subject of PFRS police holiday pay was rendered
in City of Oakland v. Oakland Police and Fire Retirement System (2014) 224 Cal. App. 4th 210
("City v. OPFRS"), which is discussed in detail in section III.C. below. The Court of Appeal
recounted the history ofMOUs between the City of Oakland, the active police officers, and the
treatment of holiday pay for PFRS police retirees:
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The City and the Oakland Police Officer's Association (OPOA) adopted the first MOU
setting Department compensation in 1973 .... In 1974, a more comprehensive MOU
was adopted which designated 11 holidays and indicated that premium pay for holidays
was to be "computed at the regular hourly base rate of pay for an employee's
classification, rather than at the [overtime] rate of time and one-half." Thus . . .
members of the Department received eight hours of holiday premium pay. Similar
language was carried over into the 1975 MOU. During this timeframe, the extra eight
hours of compensation received by members of the Department as holiday premium
pay was included in the calculation of PFRS retirement benefits.
In 1976, the City and OPOA adopted an MOU increasing holiday premium pay from
the straight-time rate (8 hours) to a rate based on "time and one-half the regular base
rate of pay for an employee's classification" (12 hours). The 1976 MOU, however,
contained the following language impacting the calculation of PFRS retirement
benefits: "City and [OPOA] agree that premium pay shall not be subject to retirement
except for the straight time portion of holiday pay." Although the record does not
contain MOU's covering the period from 1988 through 1994, it appears that similar
limiting language continued from 1976 up through the 1995-1998 MOU. Based on the
language of the MOU's, PFRS retirees only received credit for 8 hours of holiday
premium pay in the calculation of their retirement benefits from 1976 through 1996.
In contrast, active members of the Department received 12 hours of holiday pay during
this same period. At some point between 1986 and 1995, the number of paid holidays
increased from 11 to 12.
Holiday premium pay was again the subject of litigation in 1996. (See Oakland Police
& Fire Retirement Assn. v. City of Oakland (Super. Ct. Alameda County, 1996, No.

763859) (Arca II).) Arca II was a class action lawsuit filed on behalf of PFRS retirees
and their beneficiaries challenging the MOU language that excluded retirees from
receiving credit for the additional four hours of holiday pay that was being paid to
active members of the Department. In that case, the City ... argued that the additional
four hours of holiday pay was "overtime" pay and therefore expressly excluded from
the calculation of PFRS retirement benefits. (See Charter, art. XVI, § 2607 ["
'compensation' " defined as monthly remuneration excluding overtime].) The trial
court disagreed, granting a writ of mandate in favor of PFRS retirees with the following
instructions: "Respondents are compelled in determining and computing the amount
of the retirement allowances due to Petitioners and the class they seek to represent to
take all actions necessary to include as 'compensation' and 'compensation attached to
the average rank held' the full twelve hours holiday pay received by current Oakland
Police Officers" (italics added) ....
In accordance with Arca II and the related settlement agreement, the 1998-2001 MOU
between the City and OPOA deleted the language limiting holiday pay for PFRS
retirees, stating simply that premium pay for holidays would be "computed at time and
one-half the regular base rate of pay for an employee's classification." Identical
language appeared in the 2001-2006 MOU. In practice, however, the application of
holiday premium pay to the various shifts worked by active members of the Department
was becoming more complex. In 2000, the Department issued Departmental General
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Order 8 (DGO 8) interpreting the MOU provisions in light of these changes. Pursuant
to DGO 8, a member that took holiday time off was paid at the straight-time rate of 8
or 10 hours, depending on the length of that member's usual shift. A member of the
Department who worked on a holiday received regular base pay (of either 8 or 10
hours) plus 1.5 times that base pay in holiday premium pay. When a holiday fell on a
member's regular day off, that member was allotted 12 hours of holiday pay, regardless
of whether he/she usually worked an 8 or 10-hour shift. Finally, a member who was
required to work on a holiday that was his/her regular day off was granted 12 hours in
base pay, plus 1.5 times base pay in holiday premium pay. Thus, while all members
were entitled to holiday pay for each holiday, the amount actually .received on a
particular holiday varied from 8 to 18 hours, depending on scheduling and length of
shift. During this same time period, PFRS retirees continued to receive credit for 12
hours of holiday pay for each holiday in accordance with the terms of Arca II.
Upon expiration of the 2001-2006 MOU, the City and OPOA reached an impasse in
negotiations and thus the terms of the successor MOU were determined through an
arbitration process conducted by Arbitrator Barry Winograd. The resulting 2006-2010
MOU states expressly that it was entered into pursuant to the terms of this arbitration
decision and award, which is attached to the MOU and incorporated as Appendix A
(Winograd Decision). With respect to holiday pay, the 2006-2010 MOU designated 12
holidays and one "floating" holiday and provided for base pay 1 for any regularly
scheduled shift worked on a designated holiday. In addition: "[I]f the holiday is
worked, the employee shall be paid for all hours worked at the overtime rate of time
and one-half (1.5). If the holiday is not worked because of a regular day off, or by
employer request, employee will be paid holiday pay2 at the straight time rate." The
Winograd Decision did not alter the holiday pay structure set forth in the body of the
MOU and-with respect to the number of designated holidays -stated simply
"[s]tatus quo."
As a result of additional negotiations between the City and OPOA, the 2006-2010
MOU was subsequently extended into 2013. This amended and extended MOU
temporarily changed the structure of holiday pay for active members of the
Department. Specifically, for the 2009, 2010, and 2011 fiscal years, only seven of the
regular holidays were paid in accordance with the customary policy established by the
MOU. For the other six holidays, active members received no holiday pay for holidays
that were not worked and "straight time pay" for holidays that were worked. Currently,
holiday pay for active members of the Department is governed by the 2006-2013
MOU, which has been extended a second time into 2015. 3 No additional changes have
been made with respect to the provisions governing holiday premium pay except that,
The Court of Appeal's use of the tenn "base pay" here does not reflect the City's actual practice;
City payroll codes these hours as HOP (straight time holiday pay falling in an officer's regular schedule),
in place of REG pay (a day worked inside of regular schedule). Moreover the Court here, and elsewhere
in its opinion, uses the term "base pay" to refer to the straight time I .Ox rate of pay.
2
City payroll practice is to code these hours as HOL (straight time) or HCT (holiday comp time)
holiday pay falling outside of an officer's regular schedule.
~
It expired and was replaced by the current 2015-2019 MOU.
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for the 2012, 2013, and 2014 fiscal years, active members are not entitled to any
holiday pay for Admission Day. Members who work on Admission Day will still
receive their regular base pay for that shift.
City v PFRS (2014) at pp. 219-221.
C.

CITY OF OAKLAND v. OPFRS (2014) COURT OF APPEAL DECISION CALCULATION OF HOLIDAYS FOR PFRS POLICE RETIREES.

In August 2012, the trial court overruled the PFRS Board's February 2010 decision in
which the Board decided not to reduce the holiday pay component of PFRS police retirees
despite a reduction in holidays negotiated (between the City of Oakland and the OPOA) for
active police during the 2010, 2011 and 2012 fiscal years. "Based on the plain language of the
Charter and the 2006--2013 MOU, the trial court held that the reduction in holiday pay
experienced by active members should have been reflected in PFRS benefits for the years in
question." (City v PFRS (2014) at p. 247.) Intervenor the ROPOA 4 did not appeal the trial
court's ruling on this issue, so it is binding on the parties.
On other issues, the Court of Appeal provided significant guidance on how a correct
holiday calculation should be made. The Court of Appeal's key holdings on holiday pay were:
1. The Court rejected the City's contention that because PFRS retirees do not work, they are
not entitled to any Holiday Pay above base pay (2080 hours/year or 40 hours x 52
weeks). The Court found that the 1971 decision in Buck v City of Oakland had already
decided the same issue in favor of the retirees, and the City did not show any "material
change" in circumstances since Buck with respect to the holiday pay issue. Namely, the
limited record before the court showed that PFRS police members regularly worked
holidays when they were active and "active members of the department currently work
most holidays that fall during their regular work schedule and earn premium pay for
doing so." However, evidence demonstrating a meaningful change in the holiday work
patterns may form the basis of changing the retiree holiday calculation method. (City v.
OPFRS (2014) at p. 231.)
2. An examination of payroll data which represents the "typical experience of most
department members for most holidays" (City v. OPFRS (2014) at p. 231, fnl 1) and an
average figure which represents a "meaningful predictor of the experience of most"
officers (City v. OPFRS (2014) at p. 233, fn12) can form the basis for calculating the
amount of holiday pay that should be credited to PFRS police retirees.
3. Holiday Pay is compensation attached to the rank for PFRS police retirees, which the
Court defined as "pay in excess of the regular or base pay to which a member of the
Department may be entitled due to the occurrence of a holiday. Thus, holiday pay
4

That lawsuit ultimately focused on the OPOA MOU, and there was no determination from the
trial court or Court of Appeal with regard to the ranks of captain and higher. (City of Oakland v. OPFRS
(2014) at p. 224 and fn6.)
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includes the extra compensation payable to a police officer who works on a holiday (over
and above base pay), as well as the compensation due to an officer who has a regular day
off or takes vacation on a holiday and therefore does not work." (City v. OPFRS (2014)
at p. 217.)
Most notably, in its decision, the Court of Appeal did not specify exactly how the Board
should calculate the number of holiday hours to be credited to PFRS retirees. However, the Court
stated that: "Were a proper analysis to be done, we would not be surprised to find that the 12
hours of holiday pay currently used in the calculation of PFRS retirement benefits pursuant to
Buck represents an average that is a 'meaningful predictor of the experience of most' Department
members." City v. OPFRS (2014) at p. 233, fnl2. (emphasis added)
Until now, the PFRS Board has not examined the broader effect of the Court of Appeal's
2014 decision and the trial court's judgment with regard to the post-2006 OPOA MOUs to
calculate the proper amount of holiday pay to be credited to the lower ranks of police retirees.
D.

POLICE RANKS, UNIONS, AND SHIFTS

Current ranks within the police department are officer, sergeant, lieutenant, captain,
deputy chief, assistant-chief and chief of police. 5 Prior to 2006, all Oakland Police sworn
members, with the exception of the chief of police, were in the same union (the OPOA) and
subject to the same MOU. However, the City Council and City Administrator separated6 captains
and deputy chiefs into a distinct bargaining unit which is governed by its own MOU starting July
1, 2006. 7
Police are paid every two weeks (a "payroll period"), 26 times per year. The most
common work schedules for police ranks of officer, sergeant, and lieutenant are either five days
per week x eight hours per shift (the "5x8 shift schedule"), or four days per week x 10 hours per
shift (the "4x10 shift schedule"), both of which result in 80 hours per payroll period and 2080
hours per year. Some police members work seven days per payroll period x 12 hours ("84 hour
schedule") resulting in 2184 hours per year. The various shifts schedules do not pertain to any
particular rank, and police sworn employees holding the ranks of officer, sergeant and lieutenant
could be assigned to work any of them. However, captains and deputy chiefs normally have a
5x8 shift schedule from Monday through Friday.
The various labor MOU's specify the official paid holidays for employees. City

PFRS still has retirees classified in discontinued ranks. Police Inspector was a rank between
Sergeant and Lieutenant. Agency Director was equivalent to the Chief of Police.
6
The City Council passed Resolution No. 80211 on October 17, 2006 providing a mechanism for
removing sworn police management employees from the OPOA. This was followed by a November 20,
2006 letter from the City Administrator to the president of the OPOA, stating her decision to place captain
and deputy chief into a separate bargaining unit (referred to as "UN2" in the MOUs).
7
The 2006-2010 (later extended to 2015) MOU was approved by the City Council and ratified by
the OPOA in 2009, with retroactive effect to July 1, 2006.
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employees who work a Monday-Friday 40-hour schedule receive a paid day of:t8 at straight time
pay rate in lieu of their regular pay for each holiday that falls on a regular work day. The holiday
provisions of the OPOA MOUs are discussed below.
IV.

ANALYSIS

There has been a material change in the circumstances affecting how much holiday pay is
credited to active police in the ranks below captain, compared to the circumstances at the time
when the current holiday pay methodology was implemented prior to 2006. Most significantly,
the holiday pay provisions of the OPOA MOUs since 2006 are considerably different and lesser
compared to the OPOA MOU before 2006. Second, the holiday work behavior of active police
below the rank of captain shows that they do not work every holiday, and therefore do not
receive credit for 144 hours of holiday pay above their 2080 regular hours. Consequently, the
current methodology which credits police retirees classified at ranks below captain with 144
holiday hours per year causes police retirees in these lower ranks to receive higher relative pay
than active police holding the same ranks. The current method is inconsistent with MOU s and
the objective of PFRS' fluctuating benefit approach which seeks to achieve parity, between the
active and retired police of the same rank. Staff recommends that the Board take action to
conform the holiday calculation method to achieve relative equality in the level of compensation
between active and retired police in these ranks.
A. CURRENT METHOD COMPARED TO 2006 AND LATER OPOA MOU
HOLIDAY PROVISIONS - 1.5X HOLIDAY PREMIUM PAY ONLY FOR
HOLIDAYS ACTUALLY WORKED
The Agenda Report for October 25, 2017 (Appendix 1) summarized the current holiday
benefit methodology for PFRS police retirees of all ranks from officer through deputy chief. i.e.:
Base Pay9 of2080 hours (40 hours x 52 weeks). In addition to the 2080 hours, police retirees are
credited with 144 hours (12 days x 8 hours@l.5x rate) as Holiday Pay, for a total of 2224 hours.
The current practice is not consistent with the terms of the OPOA MOUs since 2006. In short,
under the current OPOA MOU, active police below the rank of captains must work a holiday on
their normal scheduled work day to receive additional Holiday Premium Pay at 1.5x rate, yet all
retirees in these ranks are currently being compensated at 1.5x rate for every one of the 12 MOU
holidays, without regard to the actual holiday work behavior of active members, which ignores
the fundamental changes implemented after the 2001-2006 MOU.

1. 144 Holiday Hours Per Year Under the 2001-2006 OPOA MOU and DGO D-8
The 144 hours of Holiday Pay currently being credited and paid to PFRS police retirees is
8

One relevant exception to the normal practice exists for a subset of OPOA ranked police who are
assigned to patrol duties; these individuals are compelled to work on holidays that occur on their regularly
scheduled work day. This is discussed in more detail below. If an OPOA member is not assigned to patrol
(such as to training division, to investigations division, or to administration), he or she typically has the
holiday off when it falls during the regular work schedule.
9
These base pay hours are a combination of REG regular hours and HDP holiday hours (paid at
straight time holiday falling inside a regular work schedule) totaling 2080 hours.
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a holdover from the 200I-2006 era. The 200I-2006 OPOA MOU (see Exhibit H attached
hereto) simply stated at section 11.F.2. "Holiday Pay- Compensation for holidays shall be
computed at time and one-half the regular base rate of pay for an employee's classification."
Section V.1. identified I2 specific holidays. However, the MOU contained no details about how
holidays would be paid when they were worked or not worked, and when they fell inside or
outside of an officer's usual work schedule. Those details were set forth in prior Department
General Order (DGO) D-8 10 . Under DGO D-8, active police were paid at a Holiday Premium
Pay rate of 1.5X (8 hours X 1.5 = I2 hours) per holiday in addition to their Base Pay, regardless
of whether they actually worked the holiday. Thus, because there were I2 paid holidays in the
200I-2006 OPOA MOU active police received I44 hours (I2 holidays X I2 hours) in Holiday
Premium Pay each year. However, since 2006 the way holidays are to be credited to active police
is set forth within the MOUs themselves, and DGO D-8 was rescinded.

2. Variable Holiday Pay Under the OPOA MOUs Since 2006 For Ranks Below
Captain.
Holiday pay provisions have significantly changed since 2006. Most notably, there is no
longer a provision granting holiday pay at I .5x rate, whether or not a holiday is worked. There is
a large amount of variation between the amount of straight I .Ox rate and I .5x rate holiday pay
that active officers below the rank of captain can be credited each year.
a. Straight Time Holiday Pay
Under the 2006-20I5 and 20I6-20I9 OPOA MOUs, police below the rank of captain can
receive a day off and straight time (I .Ox rate) holiday pay for the duration of their normal shift
(8, 10, or I2 hours) for each of the I2 designated holidays recognized in the MOUs. This is a
reduction from the I.5x holiday pay rate granted by the 200I-2006 OPOA MOU. However, the
amount credited each year varies person to person depending on the officer's assignment, work
schedule, and what calendar date a holiday happens to occur.
When a holiday falls on an officer's regularly scheduled work day, he enters the time as
8, 10, or I2 hours HDP (Holiday Paid) instead of REG (Regular Pay) for that day, and it does not
increase the assumed 2080/2I84 annual hours for full-time employees. When a holiday falls
outside of an officer's regularly scheduled work day, he enters it as 8, IO, or 12 HOL/HCT
(Holiday) hours and it is in addition to the 2080/2 I 84 assumed annual hours. 11
b. I .5x Holiday Pay - variable and available to a limited group
In addition to the straight time holiday pay described above, an officer who works on a

See Department General Order D-8 Holidays, section 11.B.5., 6., and 7., attached as Exhibit A to
the October 25, 2017 Agenda Report. It was rescinded after ratification of the 2006-2015 MOUs with the
OPOA and the OPMA.
11
Officers assigned to the 84-hour schedule are assumed to work 2184 hours per year if employed
full time for 12 months. For the lower ranks, the assumed annual 2080/2184 worked hours are not salary.
Lower ranked officers are non-exempt employees. If an officer doesn't work a day, he must use available
sick, vacation, or other pay if he is to reach 2080/2184 hours credit per year.
10
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holiday that falls on his normally scheduled work day 12 is entitled to be paid l .5x rate for the
duration of that day's shift (8, 10, or 12 hours). However, working on holidays is normally not
required for_police of any rank. Only an officer ranked below captain who is "assigned to Patrol"
is required to work on a holiday that falls on his regularly scheduled work day, and assignments
can change annually. See OPOA MOU section VI.1-3 which reads:

The Chief or designee shall determine which positions shall be filled on each
designated holiday. However, all officers assigned to Patrol shall report to work
on any holiday which falls on one of their regularly assigned work days unless the
officer has the day off through the holiday or vacation draw. (emphasis added)1 3
The duration of a work shift of lower ranked officers varies depending on schedule and
assignment (8, 10, or 12 hours) and the number of days worked per week also varies (5, 4, or 3
days). Consequently, the number of additional holiday hours worked (above 2080/2184 hours)
credited to active lower ranked OPD officers who are "assigned to Patrol" is greatly varied.
In summary, compared to the 2001-2006 MOU, there is a reduction in the rate of holiday
pay from l .5x to I .Ox. There is also a potential reduction in the number of holidays which an
officer might work because those working 10 or 12 hour shifts will be required to work on fewer
days per year. There is a reduction in the number of police entitled to be paid for each holiday
because only the officers who are "assigned to patrol" are compelled to work on a holiday falling
in their normal schedule, while the other police have the day off. On the other hand, there is a
possible increase in the number of hours to be credited per holiday depending on work schedule
and length of shift.
B.

WHAT AMOUNT OF HOLIDAY HOURS IS ATTACHED TO RANK?

The PFRS Board has the benefit of the decisions issued by the trial court and Court of
Appeal to guide its analysis of what amount of holiday pay is attached to the rank for PFRS
police retirees below the rank of captain. The Court of Appeal stated that a proper analysis to
determine the amount of holiday hours attached to rank for PFRS police retirees can be made by
applying "an average that is a 'meaningful predictor of the experience of most' Department
members" (City v. OPFRS (2014) at p. 233, fnl2.) Consequently, staff proposes that the PFRS
Board adopt a holiday calculation methodology which is based on the average number of holiday
hours above 2080 hours that are credited each year to active police holding a rank below captain.
In light of the demonstrated variability in holiday hours worked by active police in the
lower ranks, applying an average of annual holiday hours credited to active officers is a practical
and reasonable method of identifying the experience of most officers, and a fair way to provide
retirees with relative parity and equality of position with active officers. Applying an average
will avoid applying a rigid calculation method that does not recognize and compensate for the
12

Additionally, if an officer works on any day, including a holiday, that is outside of his regular
schedule, he is paid 1.5x rate as "overtime," which is not holiday pay, and it excluded from compensation
attached to rank for the purposes of calculating PFRS retirement allowances (Charter section 2607.)
13
OPOA MOUs. See Exhibit D to the October 25, 2017 report at page 23 and Exhibit F to the
October 25, 2017 report at page 21.)
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fact that some officers "assigned to Patrol" are compelled to work on some holidays, and that
some officers work 10 and 12 hour shifts, while others are entitled to holidays off, and work 8
hour shifts.
The number of worked holiday hours that is credited to individual active police in the
lower ranks is highly varied, and is not is not tied to any rank. 14 Rather, the amount of hours
credited fluctuates based on an officers' work schedule, shift length, assignment, and the ever
changing nature of which date a particular holiday falls on each year. Under the test set forth in
Kreeft, the amount of holiday pay that is attached to the rank for PFRS retirees is limited to the
amount the active employee is entitled to "by virtue of rank and not his individual efforts over
and above what are required to obtain the rank." Kreeft at p. 58.
Given the opinion of many court decisions that the goal of PFRS's fluctuating retirement
system is to provide parity between active and retired members, and to maintain equality of
position between the retired member and his active counterpart, (Kreeft v. City of Oakland
(1998) 68 Cal.App.4th 46, 54), staff analyzed payroll data to identify the total number of hours of
Base Pay and Holiday Pay active police below the rank of captain have been credited with in the
last four fiscal years, in order to compare that to the total number of hours of Base Pay and
Holiday Pay (2224 hours) that PFRS Police Retirees are credited with. 15
C. ANALYSIS OF HOLIDAY PAYROLL DATA - ACTIVE OPOA OFFICERS
BELOW THE RANK OF CAPTAIN
Staff analyzed hourly Base Pay as well as all Holiday Pay payroll data for active Oakland
Police Officers below the rank of captain for the past four years (FY 2014/2015 through FY 2017
/2018). The results of the analysis are included in Tables 1, 2, 3 (see attachments to the Agenda
Report for October 25, 2017) and Table 4 (attached hereto as EXHIBIT H).

Tables 1, 2, 3, and 4 show the total hours credited for each active Oakland sworn OPOA
police member (below the rank of captain) who worked an 80-hour bi-weekly schedule or who
worked a combination of an 80-hour schedule for part of the year and an 84-hour schedule the
other part of the year. We did not include the relatively small number of officers (approximately
14

There is no legal basis to support recognizing a subgroup of officers who assert that their
retirement status is "patrol officer," "patrol sergeant," or "patrol lieutenant" and that they are thereby
entitled to different or greater benefits. Charter section 2607 does not recognize subranks. It also excludes
compensation based on special details or assignments. Applying the legal test set forth by the Court of
Appeal in Kreeft, the trial court in City of Oakland v OPFRS held that PFRS retirees who alleged to have
worked their final three years of active service in a "patrol" division were not entitled to an extra 7 .25%
"shift differential" pay available to active officers who worked swing or night shifts. Such pay was
variable and not received by all or substantially all active members. (City of Oakland v PFRS (2014) at p.
234.) Intervenor the ROPOA did not appeal the trial court's ruling on this issue, so it is binding on the
parties. The 1984 trial court decision in Arca v. City of Oakland (Alameda County Superior Court Action
No. 579832-8) aka "ARCA I") regarding "line-up" pay for "patrol" officers is inapposite. The legal effect
of ARCA I is limited to its facts, and "line-up pay" was eliminated starting with the 2001-2006 OPOA
MOU. (see City of Oakland v. OPFRS at page 221-222.)
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10% of the force over four years) who worked an 84-hour schedule exclusively for the entire
year. The tables include hours worked at straight time I .Ox for each eligible payroll element,
excluding Workers Compensation hours and Leave Without Pay elements. The tables reflect
l ,Ox rate HOL Holiday hours credited to active police for any holiday that fell outside of an
officer's regular work schedule, and also reflect hours at the Holiday Premium Pay rate of l .5x
rate for each holiday that fell during an active sworn officer's regular schedule that the active
OPOA police officer worked.
Table 5 (below) summarizes Tables 1, 2, 3, and 4, and compares the annual tallies of
active offices to the 2224 hours (2080 base pay hours+ 144 holiday hours) that is currently being
credited to PFRS police retirees below the rank of captain as holiday retirement benefits. Staffs
analysis shows that for these active sworn OPOA rank officers working 80-hour schedules: (1)
the average number of hours credited (2186) was less than 2224 each year; and (2) the clear
majority (75%) of these active officers were credited on average less than 2224 hours.
Table 5
Active Police Officers with 80 HR Schedules (only)
FY 2014/2015 to FY 2017/2018

Fiscal Year

Officer
Count

FY 2014/2015
FY 2015/2016
FY 2016/2017
FY 2017-2018
Averages

316
450
443
532
435

Percentage of
Avg Total
Active
Base
Hours
Officers
Hours Credited to credited less
than Retiree
Actives
2224 Hours
2080
2080
2080
2080
2080

2176
2198
2191
2177
2186

79.40%
66.70%
75.80%
78.60%
75.00%

Average Holiday
Hours credited to
Actives above 2080
each year
96
118
111
97
105 hours

This four-year data shows that, instead of being paid on a par with active members, PFRS police
retirees below the rank of captain are currently being credited on average more hours of
combined base and holiday pay each year than active members of similar ranks received during
the same period. This data shows that holiday pay being credited to PFRS retirees in OPOA
ranks should be decreased, rather than increased. Under the proposed methodology, PFRS
retirees in the ranks below captain would receive credit in fiscal year 2018-2019, the average
holiday hours received by active police in the same ranks in fiscal year 2017-2018. Therefor the
retirees would receive 97 hours (2, 177 avg. total hours - 2080 base pay hours) of holiday pay for
fiscal year 2018-2019 instead of the 144 hours per year currently being paid as shown in Table 6
below:
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Table 6
Proposed Change to PFRS Members Gross Pay (below Captain)
FY 2018/2019
Avg. Percentage
Proposed Annual
Current Annual
Holiday
Avg. Decrease in Decrease in Total
Holiday
Monthly
Hours/Avg
Hours/Avg.
Monthly
Pay Monthly
Pay Monthly
Hours/Pay
Hours/Pay
12 x 12

Hours
Gross Pay (a)

144 hours

8 x 12 = 97 hours

4 hours

2.1%

$4,951

($109)

2.1%

$5,061

(a) The average monthly gross pension payment for PFRS members in all ranks (below Captain) covered by the OPOA MOU.

D. FLOATINGHOLIDAYPAY
Staff presented in the Agenda Report for October 25, 2017, the relevant portions of the
City Charter, the OPOA MOUs since 2006, AI 520, and DGO D-8. Staffs conclusion and
recommended finding is that the Floating Holiday is not compensation because it is not payable
in cash (except in one narrow circumstance) and does not increase an employees' annual takehome compensation. The Floating Holiday can only be used in place of a regular workday, so it
supplants regular pay for that day. Below are a few additional facts that may further assist the
PFRS Board in determining this issue.
To quote AI 520, which governs Floating Holidays, "it must be taken in the fiscal year in
which it is earned ... " and "is eliminated from the employee's record if it is not used within the
allowable period." (See Exhibit B to the October 25, 2017 Agenda Report at section II. l and
11.2). Accordingly, it is clear that the Floating Holiday is lost ifit is not used.
For reasons that are not clear, the adjective "holiday" was attached to this form of
compensatory time. It should be noted that the 2001-2006 OPOA MOU included an identical
benefit called "Compensatory Leave." (See Exhibit I attached hereto, at sections V.G.) Had the
MOU not used the "holiday" nomenclature, there would be no question that this is Comp Time.
2001-2006 OPOA MOU
V. Leaves and Holidays
G. Compensatory Leave. In addition to such compensatory
leave as may be earned by an employee pursuant to Article II,
Section E, hereof, City agrees to credit each employee with
eight (8) hours compensatory leave for each year this
Agreement is in effect. Said compensatory leave shall be
credited to each employee's record at the beginning of the fiscal
year. An Employee whose employment with the City terminates
during the fiscal year shall be paid termination pay, in
accordance with established City procedures, for his/her accrued
compensatory leave, less the said eight (8) hours, unless he/she
first uses all compensatory leave on the books after said eight
(8) hours is credited and subsequently earns additional
compensatory leave.
(see Exhibit I attached hereto at sections V.G)

2006-2015 OPOA MOU and 2015-2019 OPOA MOU
VI. G.2. Floating Holiday • In addition to such compensatory
leave as may be earned by an employee pursuant to Article Ill,
Section E, hereof, City agrees to credit each employee with
eight (8) hours compensatory leave for each year this
Agreement is in effect. Said compensatory leave shall be
credited to each employee's record at the beginning of the
City's fiscal year. An employee whose employment with the
City terminates during the fiscal year shall be paid termination
pay, in accordance with established City procedures, for
his/her accrued compensatory leave, less the said eight (8)
hours, unless he/she first uses all compensatory leave on the
books after said eight (8) hours is credited and subsequently
earns additional compensatory leave.
(See Exhibits D and F to the Agenda Report for October 25,
2017.)
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Juxtaposed in this manner, it is apparent that the "Floating Holiday" is just another form
of compensatory time. Moreover, the MOUs, DGO D-8, and AI No. 520 make clear that this
compensatory leave is forfeited if not taken in the year it is credited. Also of note, the 2008
Interest Arbitration Decision by Barry Winograd reviewed that pay element and concluded it is
compensatory time.
"23.

Holiday- Floating Birthday

Status quo (that is, paid in comp time)."
Because compensation attached to rank under Charter section 2607 must be
"payable in cash" and the "floating holiday" is generally not payable in cash, it is
not compensation attached to the rank for PFRS police retirees. Furthermore,
because the floating holiday hours are simply a substitute for regular work hours,
they do not serve to expand compensation beyond the typical 2080 hours of annual
compensation.

V.

PROPOSED REVISION TO HOLIDAY CALCULATION METHOD

The PFRS Board has not reexamined or adjusted the general holiday calculation
methodology for PFRS retirees since the Court decisions were rendered in City v. OPFRS in
2014. The PFRS Board has a fiduciary duty to administer the System for the benefit of all
members and to take corrective action when reasonably appropriate in the best interest of Plan
participants (see generally McMahon v McDowell (3rd Cir. 1986) 794 Fed 2d 100, 110). Now
that the Board is aware of apparent overpayments of Holiday Pay since 2006 to all PFRS retirees
classified with ranks below captain, and has further guidance from the 2014 Court decisions, it is
incumbent upon the PFRS Board to consider taking corrective action.
Staff recommends that Board cease the current holiday calculation methodology of
crediting each police retiree with 144 holiday hours above 2080 hours of regular pay. Staff also
recommends that going forward, the Board adopt the following method for calculating annual
police retiree allowances, including holiday hours credits. The method stated below is intended
to be consistent with the objective of providing police retirement allowances which include an
amount of holiday pay that maintains an equality of position between the retired members and
the active members currently holding the same rank.
For police retirees who retired at a rank below captain, retirement allowances could be
based on crediting the retirees with the average total hours (including both base and holiday pay)
active officers received for the prior fiscal year. This average would be calculated using the
assumptions set forth in Exhibit C (attached to the Agenda Report for October 25, 2017 Board
Meeting), which specifies the universe of officers that are to be included and the Pay Elements
that are to be included in the calculation. Each July, staff will examine the prior 12 months of
sworn police payroll entries to identify the Average Total Hours Credited (in the manner shown
on Tables 1 through 4) to active officers in the ranks below captain. Staff will then annualize
this amount and pay it to retirees commencing in the current fiscal year (July payroll). Holiday
credit will be apportioned for retirees classified in split ranks.
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VI.

CONCLUSION

The annual 2224 hours currently being credited to PFRS police retirees in ranks below
captain for combined Base Pay and Holiday Pay is higher than the average number of hours
worked that full-time active police are credited with for combined Base Pay and Holiday Pay.
Analysis of payroll data shows that during the past four fiscal years, an overwhelming majority
of these active police officers (75%) were credited with less than the 2224 hours of combined
Base Pay and Holiday Pay being credited to PFRS retirees in the same ranks. Staff recommends
that the PFRS Board replace its holiday calculation methodology for PFRS police retirees in
ranks below captain to provide relative parity between the annual allowance paid to retirees and
the annual compensation (including average holiday compensation) for active officers in these
ranks. Staff proposes using an average from the prior fiscal year to pay the retirees. Under this
methodology, the impacted retirees would receive holiday pay of 97 hours for fiscal year 20182019 instead of the 144 hours per year currently being paid to them. Therefor the retirees would
receive 8.01 hours per month (97 hours+ 12 months), instead of the current 12 hours (144 hours
+ 12 months) per month.
Staff also recommends that the Board direct staff to return and provide a future report
calculating the overpaid holiday amounts and that the Board exercise its discretion to consider
recovery of the overpayments. It is the Board's fiduciary duty to consider whether and how to
address this issue.
The Board should find that the Floating Holiday benefit is not compensation attached to
the rank for any PFRS police retirees, because it is compensatory leave that does not increase
base pay, is not payable in cash, and is forfeited if not taken each year. When taken, it supplants
regular pay, and does not increase an offi~er's 2080 annual hours.

~

David Jones, Plan Administrator
Oakland Police and Fire Retirement System

For questions please contact Teir Jenkins, Investment Officer, at 510-238-6481.
Attachments (7):
1. Exhibit H: Table 4 - Analysis of Active Police Actual Hours Credited Fiscal Year 20172018.
2. Exhibit I: OPOA MOU "Compensatory Leave" -Effective July 1,2001 through June 30,
2006.
3. Exhibit J: June 15, 2018 Report by Professor Steven Raphael (provided in relation to the
pending lawsuit Retired Oakland Police Officers Association v. Oakland Police
and Fire Retirement System et al, Alameda County Superior Court Action No.

RG16838274
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County Superior Court Action No. RG16838274).
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Current Method of Calculating PFRS Police Retiree Holiday Pay Benefits
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Last Three Fiscal Years [includes Tables 1, 2, & 3 and Exhibits A
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RESOLUTION
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ON MOTION OF MEMBER _ _ _ _ _ _ _ _ SECONDED BY MEMBER _ _ _ _ _ _ __

RESOLUTION SETTING THE METHOD FOR CALCULATING HOLIDAY
PAY TO BE CREDITED TO POLICE RETIREE ALLOWANCES FOR
THOSE CLASSIFIED WITH THE AVERAGE RANK BELOW CAPTAIN OF
POLICE
WHEREAS, the Retired Police Officers' Association ("ROPOA") and its members
have asserted (since October 2014) that police retirees of the Oakland Police and Fire
Retirement System ("PFRS") they are entitled to more credit for holidays as a part of their
Retirement Allowances since the change in the labor Memorandum of Understanding
(MOU) between the Oakland Police Officers' Association (OPOA) and the City of Oakland
("City") going back to approximately 2006; and
WHEREAS, the City Charter at section 2607, 2608, 2610, 2611, and 2619 states
that PFRS retirement allowances shall be based on "compensation attached to average
rank held"; and
WHEREAS, upon retirement, each police officer's "average rank held" was
calculated by referring to his last three years of active service as specified in Charter
section 2607 and elsewhere in Charter Article XX.VI; and
WHEREAS, the City Charter at section 2607 defines "compensation" as "the
monthly remuneration payable in cash .... "; and
WHEREAS, in City of Oakland v. Oakland Police and Fire Retirement System
(2014) 244 Cal.App.4th 210, and Alameda County Superior Court Action No.
RG11580626, the Court of Appeal and Trial Court recognized that PFRS is a fluctuating
benefits system, and that "[t]he primary purpose of a fluctuating pension plan such as
PFRS 'is to guarantee the pensioner a fairly constant standard of living despite inflation,
and to maintain equality of position between the retired member and the person (or
persons) currently holding the rank the pensioner attained before his retirement.'"; and
WHEREAS, in September 2012, the Superior Court entered judgment in favor of
the City of Oakland, declaring, among other things, that the retirees are not entitled to
retirement benefits based on holiday pay exceeding those stated in the relevant labor
Memorandum of Understanding (MOU), and directed the PFRS Board to prepare a plan
to recover any overpayments; and
WHEREAS, on February 28, 2014, the Court of Appeal issued its decision partially
affirming the Superior Court's judgment, finding that the PFRS retirees and beneficiaries
are subject to the negotiated reduction in holidays in the July 1, 2006 OPOA MOU and
were overcompensated to the extent they received retirement benefits exceeding seven

holidays in each allowed in the labor MOU and that said excess holidays are not attached
to the rank; and
WHEREAS, Under California Constitution Article XVI, section 17, the PFRS Board
has the sole and exclusive fiduciary responsibility over the assets of the System, while
concurrently having the responsibility to discharge its duties with respect to the system
solely in the interest of, and for the exclusive purposes of providing benefits to, participants and their beneficiaries (with the duty to its participants and their beneficiaries taking
precedence over any other duty), minimizing employer contributions thereto, and
defraying reasonable expenses of administering the system; and
WHEREAS, the current method used by PFRS to calculate police retiree
retirement allowances includes crediting 2,080 base or regular hours for each PFRS
police retiree per year, based on the assumption that the employee worked 40 hours per
week for 52 weeks per year; and
WHEREAS, when a holiday occurs within an OPOA employee's regular schedule,
his or her base or regular hours for that day are recognized as holiday pay (payroll code
HOP) instead of regular pay thereby reducing the assumed 2,080 hours; and when a
holiday occurs on a regular day off, the hours for that day are recognized as holiday pay
coded HOL/HCT in addition to the 2,080 base or regular hours; and
WHEREAS, in addition to the 2,080 base/straight time holiday hours, the PFRS
police retires are currently credited 144 hours for holiday pay each year, calculated as 12
holidays recognized in the OPOA MOU, at 8 hours per day at the rate of time and one
half 1.5x ((8x1 .5) x 12 =144) for the year; this results in a combined total of 2,224 hours
per year; and
WHEREAS, the fixed 144 hours of holiday pay currently being credited to retired
PFRS police below the rank of captain is not consistent with the provisions of Article VI.
Section G. 3. of the 2006-2015 and the 2015-2019 OPOA MOUs; and
WHEREAS, PFRS staff performed analysis of four years of payroll data covering
fiscal years 2014-2015 through 2017-2018 to identify active police classified in ranks
below captain of police who were credited at least 2,080 hours of regular and holiday pay
(falling inside their work schedule) in a year applying the assumptions stated in Exhibit
C to the October 2017 agenda report; and
WHEREAS, for the group of active police mentioned immediately above, PFRS
staff's further data analysis identified the amount of hours above 2,080 that such persons
were credited for straight-time holidays falling outside of an officers' regular work week
(payroll code HOL/HCT), and for 1.5 x holiday pay that officers actually worked during
their regular work week (payroll code HDS/SOH) each year; and
WHEREAS, PFRS staff's analysis (appearing in Table 5 of the November28, 2018
agenda report) shows that an average of 75% of active police in these ranks were credited
less than 144 hours of such holiday pay in the preceding four years period as follows: 48

hours less for 2014-2015, 26 hours less for 2015-2016, 33 hours less for 2016-2017, and
47 hours less for 2017-2018; and
WHEREAS, the data shows that current method of crediting the holiday portion of
PFRS police retirees below the rank of captain is resulting in said retirees receiving more
holiday hours and overall relative compensation than what active police of the same ranks
are being paid, which is contrary to the objective of PFRS fluctuating benefit system and
results in an overpayment; and
WHEREAS, the PFRS Board is under a fiduciary duty to avoid and terminate
overpayments in order to preserve fund assets to pay benefits to all members of the
System, which includes retired Fire Department members; and
WHEREAS, it is the duty of the PFRS Board to credit holidays to retired police in
a way which achieves a relative "equality of position" between retired and active police of
the same ranks; and
WHEREAS, the PFRS Board finds that given the varied work schedules (hours
per shift, shifts per pay period, days of the week, and assignment to patrol duties) of active
police below the rank of captain, and the ever shifting days of the week on which a number
holidays fall each year, it is reasonable to achieve the "equality of position" between active
and retired police compensation by calculating holiday credits for PFRS police retirees
below the rank of captain through use of an annual average (based on actual payroll data)
of holidays hours credited to active police in the same ranks; and
WHEREAS, the terms of the relevant MOUs and City of Oakland policies
demonstrate that the benefit called "floating holiday'' does not increase overall annual pay
and is not compensable in cash except as part of terminal pay; and
WHEREAS, The PFRS Board, in light of its constitutional duties, now exercises its
discretion and powers in good faith; now therefore be it
RESOLVED: That the benefit described as a "floating holiday" in the OPOA MOUs
dated 2006-2015 and 2015-2019 is not compensation attached to rank for PFRS police
retirees, and shall not be used in calculating the holiday pay portion of retirement
allowances; and be it
FURTHER RESOLVED: that effective immediately, monthly allowances, including
the holiday credit portion of retirement allowances for all PFRS police retiree ranks below
the rank of captain, shall be calculated as follows:

(1) In July of each year, a calculation shall be performed of police sworn
payroll data for the preceding fiscal year to identify (a) all members
below the rank of captain who were credited at least 2,080 hours of time
in the categories REG, HOP, and all other paid leaves (See Exhibit C
in the October 2017 Agenda Report); and then (b) for said persons,
identify the total annual average hours credited in the categories
HOUHCT representing a straight time holiday falling outside of work
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schedule and HDS/SOH representing 1.5x holiday for hours worked
inside of regular schedule.
(2) The average identified by the calculation from step ( 1) above, plus 2,080
hours, shall be credited to all PFRS police retirees classified in ranks
below captain, annualized into 12 equal monthly installments
commencing on July 1 of the following fiscal year.
(3) Any applicable longevity and uniform pay shall be added to the above.
(4) For the fiscal year 2018-2019, the average annual number of holiday
hours above 2,080 to be paid to PFRS police retirees below the rank of
captain shall be 97 hours (instead of 144 hours), and the adjustment
shall be implemented in the December 1, 2018 payroll (to be paid on
January 1, 2019); and
(5) The holiday credit of police retirees whose allowance is calculated using
a split rank shall be apportioned.

IN BOARD MEETING, CllY HALL, OAKLAND, CA _ _ _""'"'N__
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GODFREY, KASAINE, MELIA, MUSZAR, SPEAKMAN, WILKINSON,
PRESIDENT JOHNSON

AND

NOES:
ABSTAIN:
ABSENT:
ATTEST: _ _ _ _ _ _ _ _ __
PRESIDENT

ATTEST: ----s=-eCRE-TA_RY_ _ __

EXHIBIT H
TABLE 4
ANALYSIS OF ACTIVE POLICE HOURS CREDITED
FISCAL YEAR 2017 - 2018

Table 4

Oakland Police and Fire Retirement System
Analysis of Active Police Actual Hours Credited
Key Data Summary
Fiscal Year 2017-2018
Officers who worked 80 Hr Schedule Only During Fiscal Year
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to 2080
total hrs
685
532

Officers who worked 80 and 84 Hr Schedules During Fiscal Year ¹
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to 2080
total hrs
63
53

Avg Total Hrs
2,177

Avg Total Hrs
2,245

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Credited Less Than or Equal to
Hrs Credited Greater Than or
2224 Hrs
Equal to 2224
114
78.6%

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Credited Less Than or Equal to
Hrs Credited Greater Than or
2224 Hrs
Equal to 2224
37
30.2%

Note: Analysis does not include Officers who worked 84 hour shift the entire year (2184 hours)
¹ Includes Sworn Officers who worked both an 80 Hr schedule with a total of 2080 hours and an 84 Hr schedule with a total of 2184 hours during the fiscal year
² PFRS Current Rate: 2224 Hrs = 2080 + 144 (12 Holidays @ 8 x 1.5)
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EXHIBIT I
OAKLAND POLICE OFFICERS ASSOCIATION
MEMORANDUM OF UNDERSTANDING
EFFECTIVE JULY 1, 2001 THROUGH JUNE 30, 2006
(EXCERPT)

q

•

MEMORANDUM OF UNDERSTANDING
Between

CITY OF OAKLAND
and

OAKLAND POLICE OFFICERS' ASSOCIATION

Effective

July 1,

2001

through June 30,

2006

EXHIBIT I

Except as provided in subsection (3) below, employees will
option to receive overtime in cash or compensatory leave.
However, notwithstanding this provision, the City may elect to buy
any overtime worked (OT\N) credit in excess of ninety-six (96)

(1)

have the

hours.

Employees who are exempt from the provisions of FLSA
(2)
choosing cash compensation for direct charge overtime pursuant to
ll.E, (a)(3) above may defer payment for a later date. Employees
covered under the provisions of FLSA choosing cash compensation
for overtime may defer payment for a later date on overtime hours
earned up to the 171 hour FLSA work period limit. Employees shall
receive deferred overtime pay a maximum of twice each fiscal year,
payable in the months of December and July. Deferred overtime

payment requests for December must be made in writing by
November 1 on a form, which shall be provided by the Department.
Payments for such requests will be by separate check payable on
the first Friday, in the month of December, which is not a payday.
Any remaining or unclaimed deferred overtime will be paid at the
end of each fiscal year by separate check on the first Friday, in the.
month of July, which is not a payday. Deferred overtime cannot be
accumulated from one fiscal year to the next and it will be paid at
the salary level at which it was earned.
Compensatory Time.
Any compensatory time earned
(3)
beginning April 5, 1986 shall be accrued in a compensatory time
bank separate from any compensatory time accrued by employees
prior to April 5, 1986. The-maximum amount of compensatory time
which may be accrued in the April 5, 1986 compensatory time bank
shall be four hundred and eighty (480) hours. Any employee who
has a balance of four hundred and eighty (480) hours in his/her
April 5, 1986 compensatory time bank shall receive any subsequent
overtime earned in cash, until the balance once again drops below
four hundred and eighty (480) hours. Use of time from
compensatory time banks shall be on a last-in first-out (LIFO) basis,
beginning with the April 5, 1986 time bank. If no compensatory
time is left in the April 5, 1986 time bank, the employee's pre -April
5, 1986 time banks may be used.

•

•

•

.

•

•

•
.

•

•

(d)

Each employee regularly assigned as a Canine
Handler is authorized to spend and shall be deemed to have spent
fifteen (15) hours per month, over and above his/her regularly
scheduled hours of work, in ordinary care and informal training of
the assigned dog for such ordinary care and training that cannot be
For those
performed during regularly scheduled work hours.
Canine Handlers.
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July 1, 1974, who has a signed contract of fixed duration
his/her appointment to the Department for the duration of such contract.
hired

on or

after

upon

Organization Leave.

F.

(1)

Except

provided below, no employee
during his/her normal working hours.

shall

as

business

conduct Association

An Association representative processing a grievance shall be
(a)
allowed a reasonable period of release time to do so, provided that no
more than one such representative will be granted such release time to
process each grievance.

(b)

A

reasonable

number

of Association

representatives

reasonable release time to engage in meet
discussions, or other discussions, with representatives of the

shall

and

allowed

be

confer

City.

Up to fifty (50) working days paid leave of absence shall be granted
collectively to employees designated by the Association during each year
of the term of this Memorandum, subject to approval of the department

(2).

head, to attend seminars, conferences, or conventions at the local, state,
and national level.

The time is to be utilized

seminars, conferences,

precludes

which

regular

or

conventions

are

by such persons when said
held at a time or location,

attendance in addition to the

duties.

representative.
To establish

a

.

.
.

.

fund of Association Overtime Allowed

.

(a)

An individual

.

employee may

hours from his/her overtime account

(b)
.

or

maximum of
each contract year.

contribute

during

a

using

basis, without regard

for the rank of the person

an

each

employee
employee

on an

contributing

the time.

may be earned•
pursuant to Article II, Section E, hereof, City agrees to credit
with eight (8) hours compensatory leave for each year this

Compensatory Leave. In addition to such compensatory leave

by

eight (8)

The AOTA. account shall be contributed to, and drawn from,

hour-for-hour
to

-

(AOTA)

for use as
contribute
his/her
may
subject to the following

defined above, a represented employee
accumulated overtime to the Association,
conditions:

G.

of his/her

Association representatives who are designated by an authorized official
of the Association may take Association Overtime Allowed (AOTA),
subject to advance approval by the Chief of Police or his designated.

(3)

.

performance

as
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Agreement is in effect. Said compensatory leave shall be credited to each
employee's record at the beginning of the fiscal year. An employee whose
employment with the City terminates during the fiscal year shall be paid
termination pay, in accordance with established City procedures, for his/her
accrued compensatory leave, less the said eight (8) hours, unless he/she first
uses all compensatory leave on the books after said eight (8) hours is credited
and subsequently earns additional compensatory leave.
H.

Family Care Leave. Employees are entitled to Family Care Leave in accordance
with terms and conditions mandated by Government Code Section 12945.2.
Holidays. The following days

are

designated

as

City holidays:

January 1st.
The third Monday in January, known as "Martin Luther King Day."
February 12th, known as "Lincoln Day".
The third Monday in February.
The last Monday in May.
July 4th.
The first Monday in September.
September 9th, known as "Admission Day."
November 11th, known as "Veterans Day".
The Thursday in November appointed as "Thanksgiving Day".
The Friday after Thanksgiving.
December 25th.

ARTICLE VI ALLOWANCES
A.

Uniform Allowance.

1.

Initial Uniform Allowance. City agrees to
by this Memorandum, at the time of
allowance of two hundred and fifty dollars

provide to an employee covered
employment, an initial uniform
($250.00).

employee shall receive the annual uniform allowance payable at
employment; provided, however, that the annual uniform
allowance at the beginning of the first full year of employment shall be
prorated on the basis of service from the date of employment up to and
immediately preceding the first full fiscal year, to the extent that such
service period is less than a full fiscal year.

A

new

the time of

The

annual

Premium
first

paid in combination with Longevity
by separate check, payable on the
of July, which is not a payday.

allowance shall

Such

Pay.
Friday, in the

be

payment shall be

month
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EXHIBIT J
JUNE 15, 2018 REPORT BY PROFESSOR STEVEN RAPHAEL
(PROVIDED IN RELATION TO THE PENDING LAWSUIT RETIRED
OAKLAND POLICE OFFICERS ASSOCIATION V. OAKLAND POLICE
AND FIRE RETIREMENT SYSTEM ET AL, ALAMEDA COUNTY
SUPERIOR COURT ACTION NO. RG16838274

Analysis of Holiday Compensation Hours for the Oakland Police Department
Steven Raphael
Professor of Public Policy
University of California, Berkeley
stevenraphael@berkeley.edu
June 15, 2018
1. Introduction
This report analyzes compensation for designated holidays made to Oakland police officers. I
analyze data for three fiscal years (FY2014-2015, FY2015-2016, FY2016-2017), the first of which was
covered by the prior memorandum of understanding (“MOU”) between the City of Oakland and the
Oakland Police Officers’ Association, while the latter two years are governed by the most recent MOU.
The principal goal of this report is to estimate the number of additional hours of compensation
that accrue to officers due to the occurrence of holidays designated in the MOUs. Note, this holiday
compensation is in excess of the officer’s regular base pay. For an officer who usually works a 10 hour
day and who is employed the full year, additional annual compensation for holidays can theoretically
range from 120 hours to 180 hours. Extra compensation depends on the number of holidays that fall on
a regularly-scheduled workday and the number of such holidays on which the officer actually works.
Holiday hours accrue through several channels. For hours worked on a holiday that falls on a regularly
scheduled workday, the officer earns the usual compensation for hours worked at the standard hourly
rate as well as an addition 1.5 hours of compensation for each holiday-day hour worked. For example,
an officer who usually works on Thursdays and works 10 hours on Thanksgiving earns pay for 15
additional hours above standard compensation for the day worked. An officer for whom all holidays fall
on a scheduled work day and who works on all twelve holidays will accrue an additional 180 hours of
compensation (15 hours times twelve holidays).
Holiday hours also accrue to officers that do not work on a scheduled holiday. This may occur
either when the holiday falls on a day that the officer usually does not work or when the holiday falls on
a day when the officer works but the officer takes the day off. In these instances, officers’ holiday
compensation comes in the form of straight time. To use the Thanksgiving example once again, an
officer who usually works Thursdays but takes the day off on Thanksgiving will earn 10 holiday hours of
compensation. An officer who does not usually work on Thursdays and who does not work on
Thanksgiving also earns 10 additional hours of holiday pay. An officer who usually works 10 hours a day
and who does not work on a single holiday that falls on a regularly scheduled work day will earn 120
hours of additional compensation for holiday hours. Note, an officer working on a holiday that does not
fall on his or her regularly scheduled day still earns straight time holiday hours for the day in addition to
the overtime pay they receive for additional work hours outside of their normal schedule.
I employ several alternative strategies to estimate the average number of additional hours of
compensation received by police officers due to the occurrence of a holiday. I also estimate key
percentiles of the distribution of annual holiday hours across all officers.
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My analysis concludes that the average number of additional hours of compensation
attributable to holidays is at most roughly 140, with roughly 60 percent of officers receiving additional
holiday compensation of 144 hours or fewer in FY2015-2016 and 80 percent of officers receiving
additional holiday compensation of 144 hours or fewer in FY2016-2017. My estimate of the average
annual holiday hours for all officers below the rank of captain is summarized in Figure 1 by fiscal year.
Figure 2 presents separate estimates by officer rank.
The main result can be alternatively stated in terms of the number of holidays that fall on the
average officer’s scheduled work day where the officer actually works. During the 2015-2016 fiscal year,
an officer employed for the full year worked 3.5 holidays on average on a regularly scheduled workday.
During the 2016-2017 fiscal year, the average officer employed for the full year worked approximately
two holidays on a regularly scheduled workday. There are some differences by rank, with higher ranking
officers compensated for fewer holiday hours (and in turn working on fewer holidays) than officers of
lower rank. Using officers for whom I observe a complete year of continuous employment, roughly 65
percent work four or fewer holidays on regularly scheduled workdays during the 2015-2016 fiscal year.
The comparable percentage for fiscal year 2016-2017 was 93 percent.
This report proceeds as follows. I begin by describing how holiday compensation is calculated. I
then present a detailed descriptive analysis of the patterns that I observe in payroll records pertaining to
holiday payments for FY2015-2016. I describe two strategies that I employ to estimate holiday
compensation, making adjustments for officers that work only part of the year, and then use these
strategies to estimate average annual holiday compensation hours and the distribution of holiday hours
across officers for FY2015-2016. I then reproduce the analysis for FY2014-2015 and FY2016-2017 to
assess whether my conclusions are sensitive to the year analyzed. Finally, I present results from an
alternative estimation strategy that incorporates the small number of payroll records where earnings
dates are omitted. While there are slight differences in estimates across years and across methods, the
general conclusion that additional average holiday hours is at most 140 and that the average officer
works at most three to four holidays per year on a regularly scheduled workday is robust to these
specification checks.
2. How police officers are compensated for designated holidays
The MOU between the City of Oakland and the Oakland Police Officers’ Association (“OPOA”)1
covering July 1, 2015 through June 30, 2019 specifies twelve holidays for which police officers are
eligible for additional compensation.2 To qualify for holiday compensation for a specific designated
holiday, an officer has to be in paid status the work day before and the work day after the given holiday.
Hence, an officer who is employed for the full year without a period of leave without pay should qualify
for holiday compensation for all twelve holidays.
To understand the additional annual compensation that these designated holidays generate
(“holiday pay”), it is helpful to briefly discuss how officers typically report their hours for work on non1

Note, a separate MOU governs the employment contract for sworn employees at the rank of Captain or higher.
The twelve holidays are January 1, the third Monday in January (Martin Luther King Day), February 12 (Lincoln
Day), the third Monday in February, the last Monday in May, July 4, the first Monday in September (Labor Day),
September 9 (Admissions Day), November 11 (Veteran’s Day), Thanksgiving day, the Friday after Thanksgiving, and
December 25.

2
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holiday dates. Officers fill out detailed online timesheets that document their regularly scheduled and
overtime work hours. For a regularly scheduled work day with no overtime hours, an officer receives
compensation for the regularly scheduled hours and any premium pay for which the officer may be
eligible (for example, additional pay associated with working a specific shift, being bilingual, being on a
special assignment, etc). Regular hours are recorded under the pay element “REG Sworn Earnings.” For
regularly scheduled work days with overtime, the officer would claim compensation for the regularly
scheduled work hours under the “REG Sworn Earnings” category and the overtime hours using one of
several possible overtime categories. For overtime work that does not occur on a regularly scheduled
work day (for example, for court appearances, parades, Raider’s games, etc.), the officer would not
claim hours under the “REG Sworn Earnings” category but would claim all hours in one or several of the
overtime categories.
How compensation is claimed for the designated holidays depends on (a) whether the officer is
scheduled to work on the specific holiday, and (b) whether the officer actually works that day. For many
of the holidays, staffing levels are lower than usual (for example, on Thanksgiving Day and December
25th), and hence, many of the officers for whom the holiday falls on their regularly scheduled work day
actually take the day off.
If the officer is scheduled to work on the holiday and works, the officer fills out the time card for
this day in the following manner. Rather than claiming regularly scheduled hours using the “REG Sworn
Earnings” category, the officer would claim the straight time hours under the pay category “HDP Holiday
Hours” (“HDP”). These hours are compensated at the straight time pay rate. In addition, the officer
would claim the same number of hours using the pay category “HDS Holiday Sworn” (“HDS”). Payment
for these hours is at time and a half. Hence, an officer who works a regularly scheduled 10 hours shift
would receive his or her regular straight time pay for 10 hours under the HDP pay category in lieu of
“REG Sworn Earnings,” as well as payment for the equivalent of an additional 15 hours (10 hours at time
and a half under the HDS pay category). The premium pay for working the holiday can be taken as
either cash or comp time credits that can be banked and used at a later date. Irrespective of how the
officer decides to be compensated for these premium hours, the additional compensation created by
the occurrence of the holiday equals 15 hours. Note that the straight time payment for 10 hours in the
HDP pay category displaces the 10 hours that would have normally been claimed for that day under the
REG Sworn Earnings category; thus, in this case the HDP hours are in lieu of, not in addition to, the
officer’s regular base pay.
If the officer is scheduled to work on the holiday but takes the day off through the holiday draw,
the officer claims hours under the “HDP Holiday” category only. In this instance, the officer is
compensated at straight time despite the fact that the officer doesn’t work that day. Hence, for a
regularly scheduled 10 hours shift, the additional compensation associated with the holiday is 10 hours.
Note, in this scenario HDP hours do not displace regular sworn earnings because the officer does not
actually work on the day in question; thus, in this case the HDP hours are in addition to the officer’s
regular base pay.
If the officer is not scheduled to work on the holiday and does not work, the officer claims
straight time hours for the holiday equal to the number of hours that they usually work on a shift under
the pay category “HOL Holiday Police” (“HOL”). Hence, an officer who usually works a 10 hours shift
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receives additional straight time compensation for 10 hours as a result of the day being designated a
holiday. Again, the officer can claim these additional hours as pay or as banked comp time.
Finally, an officer who is not scheduled to work but works on a designated holiday would claim
straight time hours equal to his or her usual shift length under the HOL pay category and then submit for
overtime compensation for hours actually worked on the holiday. Hence, the additional payment for the
day being designated a holiday amounts to the straight time hours claimed under the HOL pay category
(or the hours claimed as comp time in lieu of a cash payment). The overtime would have been accrued
regardless of the holiday, since the officer would be working on a regularly scheduled day off. Hence,
there are no premium hours accrued as a result of the holiday, but the officer does accrue straight time
compensation due to the holiday.
Given the four possible scenarios of holiday compensation discussed above, the total number of
additional holiday hours compensation for a given fiscal year for an officer that is eligible for all twelve
holiday payments can be summarized with a simple equation. Specifically, additional holiday hours
compensation will be equal to the number of straight time hours claimed for each holiday, minus the
number of regular-sworn-earnings hours displaced by the holiday straight time hours on days actually
worked, plus 1.5 times the number of premium hours claimed3, or

Holiday hours = Holiday straight time hours – displaced regular sworn hours + 1.5 x premium hours.4

It is helpful to consider a few examples of the annual holiday hour tabulations under alternative
scenarios for an officer who works a 10 hours shift. 5
•

An officer for whom all 12 holidays fall on a scheduled day off: This officer would claim 10
hours of straight time on each holiday under the HOL pay category, resulting in 120 hours. Since
none of the 12 holidays fell on the officer’s regular work schedule, none of his/her regular base
pay was displaced; and since the officer did not work any holiday, he/she has no premium
hours. Using the equation above, Holiday hours = 120 – 0 + 1.5x0 = 120.

3

Note, the number of regular sworn earnings hours displaced will exactly equal the number of premium hours
earned. For example, an officer that usually works a 10-hour shift who works on two holidays would have twenty
hours of regular sworn earnings displaced by 20 HDP hours that would in turn generate 20 hours of premium pay.
That being said, total HDP hours do not equal total displaced regular-sworn-earnings hours because total HDP
hours includes both hours worked on regularly scheduled holidays as well as holiday hours that fall on regularly
scheduled work days when the officer takes the day off.
4
Since the number of displaced regular sworn hours exactly equals the number of premium hours claimed, this
formula can also be written as follows: Holiday hours = Holiday straight time hours + 0.5 x premium hours.
5
Most officers work 10-hour shifts. However, there are some officers that regularly work 12-hour shifts and
others that regularly work 8-hour shifts. Calculating annual hours for officers working these alternative shift
lengths simply requires substituting either 8 or 12 for 10 in the calculation of holiday straight time, displaced
regular sworn earnings hours, and premium hours.
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•

•

•

An officer for whom all holidays fall on a scheduled work day, and who works all 12 holidays:
The officer would claim 10 hours of straight time pay under HDP for each holiday, which would
be offset by not claiming 10 hours under “REG Sworn Earnings.” Hence in this instance HDP
hours and REG hours completely offset one another. However, since the officer worked all 12
holidays, he/she would also claim 10 hours (compensated at time and a half) for each holiday
either under the HDS pay category for cash payment or under a comp time category. Using the
equation above, Holiday hours = 120 - 120 + 1.5x120 = 180.6
An officer for whom four of the 12 holidays fall on a scheduled work day, and the officer
works all four: The officer would claim straight time for all twelve holidays, to give 120 straight
time hours (40 hours under the HDP pay category for the 4 holidays that fall on a scheduled
work day and 80 hours under the HOL pay category for the 8 holidays that fall on the officer’s
day off). This would be offset by 40 hours of displaced Regular Sworn Earnings for the four days
worked. The officer would also claim 40 hours (compensated at time and a half) either under
the HDS pay category or as comp time for the four holidays worked. Hence, Holiday hours
would be 120 - 40 + 1.5x40 = 140.
An officer for whom six of the 12 holidays fall on a scheduled work day, and the officer works
three of those six: The officer claims 120 hours of holiday straight time (60 hours of HDP for the
6 holidays that fall on a scheduled work day and 60 hours of HOL for the 6 holidays that fall on
the officer’s day off). This would be offset by a reduction of 30 hours of Regular Sworn Earnings
for the three days actually worked. For the 3 worked holidays, the officer would claim 30 hours
(compensated at time and a half) either as HDS or comp time. Hence, Holiday hours would be
120 – 30 + 1.5x30 = 135.

I use this formula to calculate annual holiday hour compensation for each officer below the rank of
captain employed by the Oakland Police Department during fiscal years 2014-2015, 2015-2016, and
2016-2017.

3. Description of the payroll data and basic descriptive patterns pertaining to observed holiday
compensation
I was provided with payroll data for all Oakland Police Department employees for three fiscal
years. The payroll records have one record per pay element per date earned. For example, an officer
working on September 30, 2016 who reports regular sworn hours, overtime hours, claims premium pay
for working a specific shift and premium pay for being bilingual will have four separate records for that
date for each payment. Each record has information on the amount earned, hours worked if relevant
(no hours are reported for many premium payment categories), and most importantly the date earned.
6

For the fiscal years that I analyze below with 12 designated holidays, I do not observe any officers claiming
premium hours on all twelve holidays. For officers employed the full year in FY 2015-2016, no officers submit
premium hours on all twelve holidays and only 0.19% submit premium hours for 11 holidays. Similarly, I do not
observe any officers submitting premium pay claims on all twelve holidays for Fiscal Year 2016-2017. During
FY2014-2015 (the one year for which the governing MOU authorizes eleven holidays), I observe only one officer
with 11 payments for premium hours on each holiday.
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I first restrict the data to payments made to employees with the titles “Police Officer,” “Sergeant of
Police,” and “Lieutenant of Police” to filter out non-sworn employees and higher level sworn officers not
covered by the OPOA MOU. Next, I restricted the data to the payments occurring on the twelve predesignated holiday dates (which by necessity, require dropping payments without earnings date
information, an issue I return to in the final section of the study). I then restructured the data so that all
elements associated with a holiday payment were flattened into one record. Hence, the end data set
has one record per holiday per officer with separate fields showing the various information for each
possible payment.
To illustrate the organization and structure of the analysis, here I present a detailed description
of the data for FY2015-2016 (the first year covered by the most recent MOU). For FY2015-2016 there
are 8,421 holiday payments to officers in the payroll records. Table 1 shows the sources of straight time
hours claimed for these 8,421 payments. In roughly 57 percent of cases the straight time hours are
claimed as HDP holiday hours while approximately 31 percent are claimed as HOL holiday hours. I find 8
percent of straight time claims as holiday comp time and a relatively small number of observations
(under 2 percent) claimed by officers on workers comp (the category “ICHWC Holiday Sworn”). There
are a small number of payments where the officers claimed hours under Regular Sworn Earnings rather
than the HDP category (116 observations or 1.4 percent). In total, 98.8 percent have straight time
claims for holiday payment that generally conform to the payment procedures laid out in the previous
section. A small number of observations (100 of the 8,421 or 1.19 percent) deviate in ways that suggest
that the time card may have been erroneously completed. In these instances I infer straight time hours
claimed from the existing information on the actual recorded payment.7
I observe payments made to 821 separate individuals during the fiscal year. Table 2 shows the
distribution of individual officers in the data by their rank as of the first observed payment in the fiscal
year and their rank as of the last observed payment in the year. Hence, there are 653 officers that begin
the year as an officer and end the year as an officer, 23 that begin as an officer and end as a sergeant,
and so on. In the main analysis, I estimate average holiday hours by rank. Given the small number of
moves between rank (only 23 officers are promoted to sergeant and only three sergeants are promoted
to lieutenant), I use rank as of the first payment to classify the officers.

7

Specifically, there are 51 observations where I observe an HDS payment for premium hours but no straight time
claimed. Here I assume that that the straight time hours were omitted and code the person’s straight time as the
number of HDS hours reported (though note times 1.5). There are 41 observations where the individual claims
“SOH sworn holiday comp time” but no other element. My understanding is that this pay category is used by
officers who claim their premium hours as comp time. These entries suggest that in these 41 instances the officer
erroneously claimed SOH sworn holidays hours when they should have claimed HCT comp time HOL straight.
Hence, I assume that their straight time hours equals the hours reported under SOH sworn. Note, I also tabulated
results assuming these 41 observations actually worked on the holiday and forgot to claim straight-time.
Allocating these 41 observations in this alternative manner increase average annual holiday hours by only twotenths of an hour. Thus, the main conclusions of this study are not sensitive to this specification choice. There are
5 observations where hours are reported under SOH holiday comp time and premium hours under HDS holiday
sworn. Here I assume that the officer meant to take their straight time payment as comp time and their premium
hours payment as cash. Finally there is one observation where the individual claims military sworn leave pay
hours. I count these hours as straight time. Note, these atypical observations are small in number and thus these
imputations have little effect on the analysis that follows.
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The OPOA MOU states that eligibility for holiday hours requires that the officer be in paid status
the day before and the day after the holiday. To provide a rough estimate of the number of officers who
should have been eligible for all holidays, I flagged officers with a first observed earnings date in the
fiscal year preceding the first holiday and a last observed earnings date coming after the holiday. In
total, 648 officers meet this standard and 173 do not. Using OPD monthly staffing reports,8 I estimate
that attrition over the fiscal year was 66 officers and that new hiring out of academies was 129, giving a
total for officers who should have been paid for only part of the year of 195.9
Of those whose earnings dates span all twelve holidays, there are 119 officers for whom we
observe fewer than 12 holiday payments. Table 3 shows the distribution of officers by the number of
holiday payments received and by whether their observed earnings time line spans all twelve holidays.
Not surprisingly, officers who work a partial year are compensated for fewer than twelve holidays, with
the range of compensation days spanning one to eleven. For those working the full year, I observe
holiday payments on all twelve holiday dates for 529 officers, eleven payments for 95 officers, ten
payments for 22 officers, and nine payments for 2 officers.
There are several possible reasons for observing fewer than twelve payments for some officers
who approximately work the full year. First, the officer may have forgot to claim straight hours for a day
off, an omission that could be remedied with a retroactive claim at a later date. In fact, I do observe
claims for holiday payments on dates that follow actual scheduled holidays. Moreover, for all payment
categories, there are records with negative hours and negative payments, likely reflecting corrections
for prior mistakes on a submitted time sheet and consequent incorrect payments. The final section of
this study addresses this issue. Second, the officer may have claimed holiday hours on the wrong day
(indeed we observe a few instances where an HOL claim is made on a day near the holiday). Third, the
officer may have been ineligible to claim the holiday due to being on leave without pay. In the next
section, I discuss how I incorporate the records for officers that claim fewer than twelve holidays in the
annual holiday-hours tabulation. To facilitate that discussion, here I document the relationship between
claimed straight hours, claimed premium hours, whether the earnings records for an individual officer
span all twelve holidays, and the number of holiday payments observed.
Table 4 shows the average number of annual straight time hours for groups of officers defined
by the number of holiday payments made to the officer and by whether the officer works for the full
year. The figures pertain to fiscal year 2015-2016. The averages appear to increase by roughly eight to
ten hours with each additional claimed holiday. This makes sense as straight time hours will increase

8

Attrition is taken from table 9 of the September 23, 2016 monthly staffing report
(http://www2.oaklandnet.com/oakca1/groups/police/documents/webcontent/oak061700.pdf) and Table 9 of the
March 30, 2016 Monthly staff report
(http://www2.oaklandnet.com/oakca1/groups/police/documents/webcontent/oak058491.pdf). Estimates of new
hires from the number of individuals who complete academies comes from Table 5 of the June 14, 2017 30 Day
Monthly Staffing Report. This report can be viewed here
https://oakland.legistar.com/LegislationDetail.aspx?ID=3093460&GUID=F1A377B1-669C-46D0-A7A95C0C6A2A49DD&Options=ID%7CText%7C&Search=opd+monthly+staffing
9
Some of these officers may not have been eligible for all twelve holiday payments. For example, if the officer was
on administrative leave without pay during the year and a time interval that spans a holiday, they would not have
been eligible for pay on that day.
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with each holiday payment made, and since officers work eight, ten, or twelve hour shifts (with the
majority in ten hour shifts).
Table 5 shows the same tabulation for premium hours earned for FY 2015-2016. For officers
working a partial year, claimed premium hours increases with the number of holiday hours worked. For
officers working a full year, premium hours are roughly similar for those compensated for 9 and 10
holidays and are discretely higher (by 12 to 14 hours) yet similar for officers compensated for 11 or 12
holidays.
Finally, I document the number of holidays actually worked by officers on a regularly scheduled
day during the fiscal year. Note, premium hours (holiday hours for which officer are paid time and a
half) accrue only if the officer works on a regularly scheduled holiday. Table 6 shows the percent
distribution of officers by the number of holidays actually worked on a scheduled day for FY2015-2016.
The first column shows the distribution for all officers while the second column of figures shows this
distribution for officers that have observable holiday payment records for all twelve holidays. In both
instances, the median officer (the officer that works more holidays than roughly half of all other officers)
worked three holidays on a regularly scheduled day. The average officer worked slightly more than
three holidays on a regularly scheduled day when we calculate the average for all officers, while the
average officer worked 3.5 holidays on a regularly scheduled day if we calculate the average using only
officers with twelve observed holiday payments.

4. Strategy for estimating the average number of holiday hours for FY 2015-2016
To calculate average holiday hours, we first sum across all holiday dates the observed straight
time hours for each officer over the full year using the straight time hours categories defined and
discussed in Table 1. To calculate total observed premium hours, I define premium hours as the
following:

•
•
•
•

All HDS hours claimed
For the small number of observations where both HDP and HOL hours are claimed, I assume the
HOL hours are actually HDS hours
For observations where both HDP hours are claimed and SOH holiday comp time hours are
claimed, I define the SOH holiday comp time hours as premium hours
For observations where both HDP hours are claimed and “HCT holiday comp time straight”
hours are claimed, I assume that the officer meant to claim SOH comp time and thus define the
HCT hours as premium hours.10

10

Of the 8,241 holiday payments made in FY 2015-2016, 2,527 (or 30.6 percent) involve a payment for premium
hours. Of these 2,527 payments, 2,055 (81.3 percent) claimed HDS hours, 77 (3.0 percent) involved records where
HDS and HOL hours are claimed, 387 (15.3 percent) were records where HDP hours were claimed in conjunction
with SOH holiday comp time hours, and 8 (0.3 percent) were records where HDP hours were claimed in
conjunction with “HCT holiday comp time straight.”
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I sum these categories across all holiday payments for each officer to arrive at total holiday premium
hours, i.e., hours that are compensated at time and a half.
With the tabulated straight time hours and premium hours for each officer, I calculate two
different estimates of the average number of holiday hours as well as key aspects of the distribution of
annual holiday compensation hours across officers.
A. Estimation strategy 1: Only use data for officers with twelve holiday payments
To avoid the complications associated with officers that work a partial year or that work a full
year but are paid for less than twelve holidays, my first strategy is to estimate average annual holiday
hours using only the 529 officers receiving twelve holiday payments. For each of these officers annual
holiday hours is given by

Holiday hours = straight time holiday hours – displaced regular sworn hours +1.5 X premium hours
earned
B. Estimation strategy 2: Inflate straight time hours and premium hours for officers compensated for less
than twelve holidays
My second strategy annualizes straight time and premium hours for officers with fewer than
twelve payments. To do so, I first tabulate the number of days that an officer is on the force by
subtracting the earliest observed earnings date from the latest observed earning date and then adding
one.11 Next I calculate the scaling factor S =days worked/365. S gives the fraction of the year worked.
For each officer, I then define annual straight time hours as (a) actual straight time hours if the officer is
paid for all twelve holidays, or (b) actual straight time hours divided by S if the officer is compensated
for less than twelve holidays. Note that dividing by S inflates the number up to the annual level. For
example, an officer that works a quarter of the year would have S=0.25. Dividing by S effectively
multiplies observed straight time hours by four. I similarly adjust premium hours for officers paid for
fewer than twelve holidays. For those officers for whom straight time and premium hours are inflated, I
cap both hours categories at 144, since this is the maximum number of straight time and premium hours
that an officer on a 12-hour shift can earn.
With these adjusted hours totals I then calculate annual holiday hours for all 821 officers in the
data using the formula
Holiday hours = straight time holiday hours – displaced regular sworn hours +1.5 X premium hours
earned

5. Results for FY2015-2016
Table 7 presents the two sets of estimates of the average number of additional holiday hours
compensation earned by officers over the course of FY 2015-2016. Again, annual holiday hours include
11

I add one to ensure that the first earnings date is included in total days worked. For example, someone with the
first and last date on the last day of the fiscal year would have a value of zero without adding one.
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all straight time holiday hours less displaced regular-sworn-earnings hours, plus one and a half times
premium hours earned. Panel A presents estimates when we focus only on officers that received twelve
holiday payments. Panel B presents results where we use all officers and annualize holiday hours for
officers that are paid for fewer than twelve holidays. Within each panel, the first row presents results
for all ranks combined while the second through fourth rows present results by rank. In each row, the
table reports the average, the lower and upper bound of the margin of error of the estimate12, and
finally the number of officers used to calculate the average.
Beginning with the results in Panel A, average holiday hours for all officers is 138.13. For an
officer that usually works a 10 hour shift, 138 hours of holiday pay would require working roughly 36
hours on designated holidays that fall on a regularly scheduled work day (using our formula, the officer
would get 120 hours of holiday straight time, minus 36 hours of displaced regular sworn earnings hours
plus 1.5x36 for premium hours earned, that is, 120 – 36 + 1.5x36 = 138). 13 Hence, this average for
holiday hours across all officers is roughly equivalent to the average officer working approximately four
holidays on regularly scheduled workdays. Note, this lines up with our finding above that the average
officer with twelve holiday payments worked roughly 3.5 holidays per year in FY 2015-2016 that fall on a
regularly scheduled day. The average is higher for police officers (140.13) than for sergeants (132.50)
and lieutenants (120.67). The lower bound and upper bounds estimates are fairly close to the average
for all officers and for those with the title “police officer.” The upper and lower bounds are further away
from the averages for sergeants and lieutenants, reflecting the smaller sample size used to calculate the
average. For all tabulations, the upper bound estimate is less than 144 hours. Panel B present
estimates where I annualize holiday hours for officers with observed holiday pay days of eleven or
fewer. These tabulations use all 821 officers to calculate the average, and thus are the most precise
(i.e., the difference between the lower and upper bound estimates are the smallest in the table). The
average in Panel B for all ranks combined is larger by roughly half an hour. The remaining findings by
rank are qualitatively similar.

12

To be specific, the lower and upper bound values are the end points of the 95 percent confidence interval of my
estimate of the average. The tighter the interval the more precise the estimate of the average. A relatively wide
interval may result from either high variance in the hours distribution or small sample size. The confidence interval
shrinks (i.e., the estimate is more precise) the greater the number of observations used to calculate the average.
The 95 percent confidence interval is usually interpreted as the range of estimates within which we believe with 95
percent certainty the true value of the average lies. To calculate a confidence interval of a sample average, one first
must calculate the standard error of the sample average (equal to the standard deviation of the sampling distribution
of the average). Doing so requires first calculating an estimate of the variable’s standard deviation (equal to the
square root of the sum of squared deviations of each observation from the sample mean divided by the sample size
minus one, or 𝑆 = #∑5
786

(&' ()*+,-. *0.1*2.)4
5(6

) and then dividing the estimated standard deviation by the square root

of the sample size. Next, one finds the critical value from the t distribution with N-1 degrees of freedom (where N is
the sample size) below which 97.5 percent of the distribution lies. For samples with 100 or more observations this
value roughly equals 1.96. For smaller samples, this critical value will be somewhat larger. The final step involves
multiplying the sample standard error of the average by the critical value from the relevant t-distribution and adding
and subtracting this product from the sample average. Subtracting from the average gives the lower bound of the
confidence interval while adding the product gives the upper bound.
13
As noted in footnote 4, the formula can also be stated as Holiday Hours = Holiday straight time hours +0.5 x
premium hours. The result is the same: 120 + 0.5 x 36 = 138.
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In summary, the estimated averages are consistent across methods. At most, average hours for
all officers is approximately 140 hours (equivalent to roughly four holidays worked on regularly
scheduled days), with the higher value (at most 141) for officers with the title “Police Officer” and lower
values for sergeants (at most 133) and lieutenants (at most approximately 124).
Table 8 presents estimates of the percent of officers (all officers combined and by rank) that
received 144 hours or less of additional holiday pay compensation over the fiscal year FY2015-2016. The
two rows correspond to the two different estimation strategies laid out in the previous section. Roughly
60 percent of all officers received 144 or fewer holiday compensation hours. This value is lower for
police officers (with estimates ranging from 56.1 percent to 57.4 percent), higher for sergeants
(estimates ranging from 71.1 percent to 71.2 percent), and the highest for lieutenants (estimates
ranging from 74.1 percent to 84.2 percent).
Table 9 presents the final set of results for FY2015-2016. Here I only present results for the
estimation method that uses all observations and annualizes holiday hours for officers who are paid for
fewer than twelve holidays. Results for the other estimation method are quite close. The table presents
the decile value of the holiday hours distribution. The deciles measure the number of holiday hours for
which ten percent of officers receive that value or less, for which twenty percent of officers receive that
value or less, for which thirty percent of officers receive the value or less, and so on. The median is the
value at the fifth decile for which fifty percent of officers receive holiday compensation at that value or
less. The first column presents estimates for all officers combined while the second through fourth
columns presents separate estimates by rank.
6. Estimates for FY2014-2015 and FY2016-2017
Table 10 presents average annual holiday hours for the 2014-2015 fiscal year. Similar to the
analysis of FY2015-2016, the table presents two sets of estimates using the alternative imputation
strategies for officers that do not work a full year. One key difference for FY2014-2015 concerns the fact
that the MOU governing holiday pay for that year specifies only 11 designated holidays for that year
(Admissions Day in September is explicitly omitted).
In Table 10 we see average holiday hours for all officers that range from 124 to 126.With eleven
designated holidays, an officer who works a 10 hours shift would have to work approximately 30 hours
on designated holidays that fall on a regularly scheduled workday (or three days) to earn this level of
holiday compensation.14 Again, we see lower average hours for officers of higher rank.
Since FY2016-2017 occurs under the current MOU, I present a more extensive set of results
comparable to those presented for FY2015-2016. Table 11 show the number of officers in FY 2016-2017
by the number of holiday payments received and by whether we observe pay records that span all
twelve holiday dates. Similar to FY 2015-2016, a fraction of officers claims fewer than twelve holidays
(roughly 36 percent of the 809 officer I observe being paid for a holiday). In addition, we again see a
large group of officers who are employed for the full year with only eleven observed holiday payments.

14

Recall, the formula for holiday hours is given by Holiday hours = straight time holiday hours – displaced regular
sworn hours +1.5 X premium hours earned. An officer who works ten hours shifts, claims payment for all holidays,
and works three actual holidays in fiscal year 2014-2015 would earn 110 – 30 +1.5x30 = 125 hours.

EXHIBIT J

12
There are also a few full-year officers with ten or fewer payments. The number of officers paid on
eleven or more holidays is 663 for fiscal year 2016-2017, compared with 634 for FY 2015-2016.
Table 12 presents average premium hours by observed holiday payments and by whether I
observe pay dates for the officer that span all twelve holidays. Similar to our analysis of the data for
FY2015-2016, full-year officers with eleven observed holiday payments have similar average premium
hours as full-year officers with twelve observed holiday payments. Recall, that I make use of this fact in
the second strategy to impute missing holiday hours for these officers.
Table 13 presents the percent distribution of officers by the number of holidays that they
actually work on regularly scheduled days. The first column of results presents this distribution for all
officers in FY 2016-2017 while the second column of results presents this distribution for officers who
received twelve holiday payments. Officers are working fewer holidays in FY 2016-2017 relative to
FY2015-2016. The median number of days worked drops from three in FY2015-2016 to one in FY 20162017 when I use all observed officers, and from three in FY2015-2016 to two in FY 2016-2017 when I
focus on officers that receive payment for twelve holidays. As we will soon see, this decline in days
worked translates directly into fewer average holiday compensation hours.
Table 14 presents estimates of average annual holiday hours for all officers and by rank for
FY2016-2017. Again, I present separate estimates using only officers with twelve observed holiday
payments (panel A), and estimates using all officers after annualizing holiday hours for officers with
fewer than twelve observed payments (panel B). Here we see average holiday hours of roughly 130
hours for all officers, and again, somewhat lower averages for officers of higher rank. In this fiscal year,
there were twelve pre-designated holidays. Hence, to earn 130 hours of holiday pay an officer who
works a ten hours shift would have to work two holidays.15 Note, two is the median number of holidays
worked by officers on regularly scheduled workdays that claim all twelve holidays (the mean number of
days for this group equals 1.93 in FY 2016-2017).
Table 15 presents the final set of results for FY2016-2017. The table presents the decile values
of the holiday-hours distribution using the distribution of hours for all officers after annualizing hours for
officers that are paid for fewer than twelve holidays. Recall, the deciles measure the number of holiday
hours for which ten percent of officers receive that value or less, for which twenty percent of officers
receive that value or less, for which thirty percent of officers receive the value or less, and so on. For all
officers, the median number of holiday hours is 130. For FY 2016-2017, 80 percent of officers received
144 or fewer holiday hours of additional compensation for the year.

7. Tabulating Holiday Hours Using Holiday Pay Elements Regardless of the Earnings Date
The main analysis presented above analyzed pay elements with earnings dates that occur on
one of the twelve pre-designated holidays. As noted above, we observe a few pay transactions that do
not fit within the prescribed manner in which officers are instructed to fill out time sheets on holidays
(for example, we see officers claiming pay for regular sworn hours as well as some dates where the
15

Since Holiday hours = straight time holiday hours – displaced regular sworn hours +1.5 X premium hours earned,
an officer who works ten hours shifts, claims payment for all holidays, and works two actual holidays in fiscal year
2016-2017 would earn 120 – 20 +1.5x20 = 130 hours.
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same officer claims HDP and HOL hours). For the small number of cases that appear atypical, I made
assumptions regarding intent (as outlined above) that err on the side of overstating premium hours.
In the data that I was provided, there are some holiday pay transactions that either (1) have
earnings dates that are not a pre-designated holiday date, or (2) do not have a date-earned attached to
the specific transaction. Many of the transactions without dates have negative values for hours and pay
amounts, likely reflecting subsequent corrections for incorrectly filled out time sheets.16 For example, a
case where an officer who works a holiday and who correctly claims 10 hours of HDP hours but
incorrectly claims 10 hours of HOL hours, a subsequent correction would require a pay transaction for
10 hours of HDS (at time and a half) and a negative pay transaction for 10 hours of HOL. In this section I
present a series of alternative estimates that takes into account these additional pay transactions that
either are missing an earnings date or are dated on days that are not holidays.
To do so, I ignore the date on which the holiday hours are earned and simply sum the payments
and hours within each holiday payment category over the whole year for each officer. Note, payment
transactions with negative hours that are likely corrections for past incorrect payments subtract from
total hours for each category while payments with positive hours and dollar amounts will add to holiday
hours totals. Thus for each officer I tabulate totals for HDP hours, HOL hours, straight time comp time
hours, HDS premium hours, and comp time premium hours regardless of the specific date earned. With
these totals I calculate total holiday hours for each officer as the sum of straight time holiday hours
earned (the sum of HDP, HOL and straight comp time), minus premium hours worked (the sum of HDS
and premium comp time hours), plus 1.5 times premium hours. Again, I use the two alternative
strategies to incorporate imputation of the hour totals for officers that do not work a full year in the
manner that I outlined above.17
Table 16 presents these alternative estimates for FY 2015-2016. The overall average for officers
ranges from 138 to 139 hours per year (again consistent with officers working roughly four holidays on
average during this particular fiscal year). Again we see higher average hours for police officers and
lower average hours for officers of higher ranks. The figures in Table 16 are consistent and quite close
to the estimates in Table 7 that are based on pay transactions associated with the specific twelve
holiday dates. Hence, the main conclusion does not depend on which method is used to tabulate annual
holiday hours.

16

Note, I also observe many pay elements for regular sworn earnings that have negative hours and amounts. I
believe that this must reflect corrections associated with reporting too many hours in a given category or not
recording hours in an appropriate category.
17
Note, since some of these transactions do not have specific earnings dates, I cannot use the earnings date to
tabulate the fraction of the year worked. To address this issue, I calculate time on the force for the fiscal year
using the pay date of the first observed pay period minus 14 (officers are paid every two weeks) as the earliest
earnings date and the pay date of the last observed pay period as the latest work date. Counting the straight time
holiday pay claims (HDP, HOL, or straight comp time) with positive hours minus the claims with negative hours
provides an estimate of the number of holidays worked. For a few officers we observe more than 12 holiday
claims using this method. I assume that these officers worked the full year. I also top code straight time hours at
144 for the fiscal year, since this is the most an officer on a twelve hours shift can earn over the course of the year.
There are a few officers where the sum of the straight time hours categories exceeds 144.
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Figure 1: Maximum Estimate of Average Holiday Hours for Sworn Officers below the Rank of Captain
by Fiscal Year
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Figure 2: Maximum Estimate of Average Holiday Hours for Sworn Officers below the Rank of Captain
by Rank and Fiscal Year
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Table 1
Source of Straight Time Holiday Hours for Observed Holiday Payment Dates in FY2015/2016: All
Officers with Titles of Police Officer, Sergeant of Police, or Lieutenant of Police
Source of claimed
Number of
Percent of
Cumulative percent of
straight time hours
observations
observations
observations
HDP holiday hours
4,795
56.94%
56.94%
HOL holiday hours

2,585

30.70%

87.64%

HCT comp time HOL
straight

672

7.89%

95.62%

ICHWC Holiday Sworn

153

1.82%

97.43%

Claimed Regular Sworn
Earnings

116

1.38%

98.81%

Claimed HDS holiday
sworn and no other
elements

51

0.61%

99.42%

Claimed SOH holiday
comp time sworn but
no other elements

41

0.49%

99.90%

Claims SOH holiday
comp time sworn and
HDS holiday sworn

5

0.06%

99.96%

Claims comp time
holiday earned hours
only

2

0.02%

99.99%

Claimed MIL sworn
military leave

1

0.01%

100.00%

8,421

100%

-

Total
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Table 2
Count of Officers Observed During the Pay Period by Job Title at the Beginning of the Pay Period
and Job Title at the End of the Pay Period for FY2015/2016
Title at the end of the pay period
Title at the beginning
Police Officer
Sergeant
Lieutenant
of the pay period
Police Officer
653
23
0
Sergeant
0
115
3
Lieutenant
0
0
27
Entries in the table are the number of officers in each category.
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Table 3
The Number of Officers by the Number of Observed Holiday Payment Dates for Officers with Pay
Dates that Span all Twelve Holidays and Officers for Whom Either the First Observed Pay Date is
After the First Holiday or the Last Observed Pay Date is Before the Last Holiday for FY2015/2016
Number of holidays
Either first day of
First day of earnings
Total
claimed
earnings after first
before first holiday and
holiday or last day of
last day of earnings
earnings before last
after last holiday
holiday
1
57
2
3
3
22
4
29
5
1
6
8
7
1
8
7
9
31
10
4
11
10
12
0
Entries in the table are the number of officers in each category.

0
0
0
0
0
0
0
0
2
22
95
529

57
3
22
29
1
8
1
7
33
26
105
529
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Table 4
Average Observed Annual Straight Time Hours Paid Over Fiscal Year 2015/2016 by Number of
Observed Holiday Payments and by Whether Time Span between the Earliest and Latest Payment
Period Includes all Twelve Holidays
Number of holidays claimed
Either first day of earnings after First day of earnings before first
first holiday or last day of
holiday and last day of earnings
earnings before last holiday
after last holiday
1
10.35
2
19.33
3
29.60
4
39.63
5
60.00
6
57.90
7
64.80
8
83.43
9
94.65
90.00
10
98.50
102.45
11
102.20
110.11
12
119.76
Entries in the table are average annual straight time hours for officers in the given category.
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Table 5
Average Observed Annual Premium Hours Paid Over Fiscal Year 2015/2016 by Number of Observed
Holiday Payments and by Whether Time Span between the Earliest and Latest Payment Period
Includes all Twelve Holidays
Number of holidays claimed
Either first day of earnings after First day of earnings before first
first holiday or last day of
holiday and last day of earnings
earnings before last holiday
after last holiday
1
3.40
2
3.33
3
9.09
4
10.21
5
60.00
6
17.75
7
12.00
8
51.43
9
42.19
20.00
10
23.50
22.64
11
24.00
34.57
12
36.74
Entries in the table are average annual premium holiday hours for officers in the given category.
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Table 6
The Percent Distribution of Officers by the Number of Holidays on Regularly Scheduled Days
Actually Worked During Fiscal Year 2015-2016
Number of holidays falling on
Percent distribution of all
Percent distribution of officers
regularly scheduled workdays
officers by actual holidays
with twelve holiday
and actually worked
worked on regularly scheduled
compensation payments by
workdays
actual holidays worked on
regularly scheduled workdays
0
17.90%
1
16.81%
2
14.49%
3
11.21%
4
10.23%
5
9.87%
6
7.67%
7
5.48%
8
4.02%
9
1.71%
10
0.49%
11
0.12%
12
0.00%
Median value highlight in grey. For both distribution, the median officer works three holidays.

12.29%
12.85%
15.12%
12.67%
11.91%
11.53%
8.70%
6.05%
5.48%
2.65%
0.57%
0.19%
0.00%
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Table 7
Alternative Estimates of Total Holiday Compensation Hours (Straight Time Plus Compensation for
Premium Hours at Time and a Half) for FY2015/2016 Using Two Alternative Methods: Tabulations
for All Officers and Officers by Starting Rank
Panel A: Officers with Observed Hours on All Twelve Holidays
Average
Lower Bounda
Upper Boundb
Number of
Officers
All Officers
138.13
136.20
140.06
529
Police Officer
140.13
138.03
142.22
420
Sergeant
132.50
127.70
137.35
90
Lieutenant
120.67
108.21
133.13
19
Panel B: All Officers, Imputing Straight time and Premium Hours for Those Officers with Fewer than
Twelve Observed Holiday Payments
Average
Lower Bounda
Upper Boundb
Number of
Officers
All Officers
138.78
137.09
140.47
821
Police Officer
140.82
138.99
142.64
676
Sergeant
130.47
126.17
134.77
118
Lieutenant
124.10
112.50
135.71
27
a. The lower bound value is the lower bound of the 95 percent confidence interval for the estimate
of the average number of holiday hours per officer.
b. The upper bound value is the lower bound of the 95 percent confidence interval for the
estimate of the average number of holiday hours per officer.
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Table 8
Percent of Officers that Accrue 144 Hours or Fewer of Holiday Hours (Inclusive of Time and a
Half Compensation for Premium Hours) During Fiscal Year 2015/2016 Using Two Alternative
Estimation Methods: All Officers and Officers by Starting Rank
Estimation
All Officers
Police Officer
Sergeant
Lieutenant
Method
Officers with
Observed Hours
on All Twelve
Holidays
59.7%
56.1%
71.1%
84.2%
All Officers,
Imputing Straight
time and
Premium Hours
for Those
Officers with
Fewer than
Twelve Observed
Holiday
Payments
59.9%
57.4%
71.2%
74.1%
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Table 9
Key Percentile Values for the Distribution of Annual Holiday Hours (Inclusive of Time and a Half
Compensation for Premium Hours) for FY2015/2016 for All Officers and by Rank based on the
Hours Distribution Imputing Hours for Officers that Work a Partial Year
Percentile
All Officers
Police Officer
Sergeant
Lieutenant
th
10
104
111
101
98
20th
120
123
112
100
30th
125
130
120
100
th
40
130
135
125
104
Median
137
140
130
116
60th
144
145
135
125
th
70
150
150
144
133
80th
159
160
150
156
90th
167
168
165
168
The percentile value measures the proportion of officers with hours equal to or less than the given
value. For example, the results in the first column reveal that 10 percent of officers receiver 104 or
fewer holiday hours, 20 percent received 120 or fewer, and so on.
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Table 10
Alternative Estimates of Total Holiday Compensation Hours (Straight Time Plus Compensation for
Premium Hours at Time and a Half) Using Two Alternative Methods for FY 2014/2015: Tabulations
for All Officers and Officers by Starting Rank
Panel A: Officers with Observed Hours on All Eleven Holidays
Average
Lower Bounda
Upper Boundb
Number of
Officers
All Officers
124.53
122.52
126.54
432
Police Officer
125.81
123.57
128.06
334
Sergeant
121.68
116.96
126.40
83
Lieutenant
111.70
98.03
125.36
15
Panel B: All Officers, Imputing Straight time and Premium Hours for Those Officers with Fewer than
Eleven Observed Holiday Payments
Average
Lower Bounda
Upper Boundb
Number of
Officers
All Officers
126.50
124.87
128.12
764
Police Officer
127.89
126.14
129.65
614
Sergeant
121.99
117.57
126.43
124
Lieutenant
114.99
104.79
125.20
26
a. The lower bound value is the lower bound of the 95 percent confidence interval for the estimate
of the average number of holiday hours per officer.
b. The upper bound value is the lower bound of the 95 percent confidence interval for the
estimate of the average number of holiday hours per officer.
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Table 11
The Number of Officers by the Number of Observed Holiday Payment Dates for Officers with Pay
Dates that Span all Twelve Holidays and Officers for Whom Either the First Observed Pay Date is
After the First Holiday or the Last Observed Pay Date is Before the Last Holiday for FY2016/2017
Number of holidays
Either first day of
First day of earnings
Total
claimed
earnings after first
before first holiday and
holiday or last day of
last day of earnings
earnings before last
after last holiday
holiday
1
23
2
6
3
40
4
4
5
2
6
8
7
5
8
3
9
6
10
2
11
14
12
0
Entries in the table are the number of officers in each category.

1
0
0
0
1
0
1
2
7
35
129
520

24
6
40
4
3
8
6
5
13
37
143
520

EXHIBIT J

26
Table 12
Average Observed Annual Premium Hours Paid Over Fiscal Year 2016/2017 by Number of Observed
Holiday Payments and by Whether Time Span between the Earliest and Latest Payment Period
Includes all Twelve Holidays
Number of holidays claimed
Either first day of earnings after First day of earnings before first
first holiday or last day of
holiday and last day of earnings
earnings before last holiday
after last holiday
1
0.00
2
1.66
3
4.35
4
3.00
5
0.00
6
7.75
7
16.4
8
0.00
9
7.33
10
21.00
11
8.14
12
Entries in the table are average annual premium holiday hours for officers in the given category.

0.00
12.00
36.00
28.75
17.42
12.97
18.95
19.92

EXHIBIT J

27
Table 13
The Percent Distribution of Officers by the Number of Holidays Actually Worked on Regularly
Scheduled Workdays During Fiscal Year 2016-2017
Number of holidays falling on
Percent distribution of all
Percent distribution of officers
regularly scheduled workdays
officers by actual holidays
with twelve holiday
and actually worked
worked on regularly scheduled
compensation payments by
workdays
actual holidays worked on
regularly scheduled workdays
0
1
2
3
4
5
6
7
8
9
10
11
12
Median value highlight in grey.

32.39%
17.80%
20.89%
12.98%
11.62%
3.71%
0.49%
0.12%
0.00%
0.00%
0.00%
0.00%
0.00%

25.38%
16.92%
23.85%
14.62%
13.08%
5.19%
0.77%
0.19%
0.00%
0.00%
0.00%
0.00%
0.00%
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Table 14
Alternative Estimates of Total Holiday Compensation Hours (Straight Time Plus Compensation for
Premium Hours at Time and a Half) Using Two Alternative Methods for FY2016/2017: Tabulations
for All Officers and Officers by Starting Rank
Panel A: Officers with Observed Hours on All Twelve Holidays
Average
Lower Bounda
Upper Boundb
Number of
Officers
All Officers
130.38
128.95
131.81
520
Police Officer
131.95
130.44
133.46
420
Sergeant
124.44
120.69
128.19
86
Lieutenant
119.78
106.58
132.99
14
Panel B: All Officers, Imputing Straight time and Premium Hours for Those Officers with Fewer than
Twelve Observed Holiday Payments
Average
Lower Bounda
Upper Boundb
Number of
Officers
All Officers
129.76
128.59
130.94
809
Police Officer
131.04
129.82
132.27
659
Sergeant
125.13
121.74
128.53
124
Lieutenant
119.61
110.64
128.56
26
a. The lower bound value is the lower bound of the 95 percent confidence interval for the estimate
of the average number of holiday hours per officer.
b. The upper bound value is the lower bound of the 95 percent confidence interval for the
estimate of the average number of holiday hours per officer.
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Table 15
Key Percentile Values for the Distribution of Annual Holiday Hours (Inclusive of Time and a Half
Compensation for Premium Hours) for FY2016/2017 for All Officers and by Rank based on the
Hours Distribution Imputing Hours for Officers that Work a Partial Year
Percentile
All Officers
Police Officer
Sergeant
Lieutenant
th
10
104
112
96
96
20th
120
120
114
100
30th
124
125
120
104
th
40
125
130
120
105
Median
130
130
125
112
60th
135
135
130
120
th
70
140
140
131
125
80th
144
145
140
144
90th
153
154
145
156
The percentile value measures the proportion of officers with hours equal to or less than the given
value. For example, the results in the first column reveal that 10 percent of officers receiver 104 or
fewer holiday hours, 20 percent received 120 or fewer, and so on.
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Table 16
Alternative Estimates of Holiday Hours Summing Hours Within Pay Categories Regardless of Date
Claimed (Straight Time Plus Compensation for Premium Hours at Time and a Half) Using Two
Alternative Methods to Impute for Officer Working Partial Years for FY2015/2016: Tabulations for
All Officers and Officers by Starting Rank
Panel A: Officers with Observed Hours on All Twelve Holidays
Average
Lower Bounda
Upper Boundb
Number of
Officers
All Officers
139.18
137.19
141.17
523
Police Officer
140.84
138.69
142.99
419
Sergeant
133.70
128.48
138.92
86
Lieutenant
126.89
112.37
141.41
18
Panel B: All Officers, Imputing Straight time and Premium Hours for Those Officers with Fewer than
Twelve Observed Holiday Payments
Average
Lower Bounda
Upper Boundb
Number of
Officers
All Officers
138.27
136.67
139.87
824
Police Officer
140.16
138.44
141.87
679
Sergeant
130.70
126.44
134.96
118
Lieutenant
123.86
112.57
135.13
27
a. The lower bound value is the lower bound of the 95 percent confidence interval for the estimate
of the average number of holiday hours per officer.
b. The upper bound value is the lower bound of the 95 percent confidence interval for the
estimate of the average number of holiday hours per officer.
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EXHIBIT K
LETTER DATED JUNE 20, 2018 FROM ROPOA SECRETARY
MR. ROBERT W. NICHELINI ON BEHALF OF THE
RETIRED OAKLAND POLICE OFFICERS ASSOCIATION

RETIRED OAKLAND POLICE OFFICERS ASSOCIATION
8 Yorkshire Drive
Oakland, CA 94618-2022
707 333-6071

June 20, 2018

Members of the Oakland Police and Fire Retirement Board
c/o David Low
1 Frank H. Ogawa Plaza
Oakland, CA 94612
Dear Members of the Oakland Police and Fire Retirement Board:
Holiday Pay/Holiday Premium Pay for Members of the
Oakland Police and Fire Retirement System
Set forth below is the Retired Oakland Police Officers Association’s (ROPOA)
response to Item D, which was scheduled for the May 30, 2018 meeting of the
Police and Fire Retirement System (PFRS) Board, before that meeting was moved
to the June 27, 2018 meeting -- A Supplemental Report Comparing the Current
Method of Calculating PFRS Police Retiree Holiday Pay Against the Holiday Pay
Received by Active Officers During the Last Three Fiscal Years.1 This response
is meant to supplement the November 15, 2017 Response from Retired Oakland
Police Officers Association & Petitioners to October 16, 2017 PFRS Agenda
Report on Holiday Pay previously submitted to the PFRS Board (see attached).
BACKGROUND
For more than 45 years, the holiday premium pay earned by Oakland police
officers for working on holidays has been held to be “compensation attached to the
rank” under the City’s Charter and must therefore be included in calculating
retirees’ pensions. (City of Oakland v. Oakland Police & Fire Retirement Sys.
(2014) 224 Cal.App.4th 210, 222, 231-33, fn.1 [“OPFRS”]; Buck v. City of Oakland
(Cal.Ct.App. 1971, No. 1-Civ-28402) [nonpub. Opn.]; Oakland Police & Fire
Retirement Association v. City of Oakland (Alameda Sup. Ct. 1996, No. 763859O) [nonpub. opn.].)
All officers in all ranks, Police Officer through Deputy Chief, receive holiday pay.
The July 1, 2006-June 30, 2015 MOU provided that active officers in patrol could
After the submission of this response, if the agenda report is subsequently modified or the agenda
changed, ROPOA will supplement the record as necessary.
1
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no longer work an 8-hour day: they were required to work at least 10-hour days.
Accordingly, their holiday pay (for working or not working on a holiday) was
calculated based on a 10-hour day or 12-hour day. Similarly, the 2015-19 MOU
also requires officers in patrol to work at least a 10-hour day; again, holiday pay
for active officers in patrol and others working 10- or 12-hour shifts is also
calculated based on a 10- or 12-hour day. At issue in the current litigation brought
by ROPA is the PFRS Board’s failure to include holiday premium pay in retirement
allowances paid to all similarly-situated retirees based on a 10-hour day.
In response, on October 25, 2017, the Plan Administrator submitted an agenda
report which was subsequently supplemented by the item scheduled for the May
and then for the June 27, 2018, meeting. Unfortunately, this report is
fundamentally flawed.


Retired PFRS police members are entitled to holiday pay/holiday
premium pay as if the retiree worked every available holiday.

It was never argued in Buck (or any subsequent litigation) that active officers
worked every available holiday. The number of holidays actually worked by active
officers is not dispositive to retirement allowance calculations.
By its nature, police work does not pause for holidays— “[b]eing subject to working
on holidays as regular work days is normal for police officers.” (City of Fremont v.
Bd. of Admin. of the PERS (1989) 214 Cal.App.4th 1026, 1031.) When officers
are scheduled to work on a holiday, they do not have discretion on whether to work
or not. If they want the day off, they are required to request and receive permission
from their superior officer—and such permission is rarely granted. Retired police
officers who are now collecting pensions regularly worked holidays while they were
active and made contributions to PFRS based on the premium pay they received
for this hardship. Current, active police officers regularly work holidays and earn
premium pay for doing so. They also receive holiday pay when they do not work
on holidays. (See 2006-15 & 2015-19 MOUs, art. art. VI.G.3.)
The Board is required to liberally construe ambiguous language in favor of retirees.
Given the consistent, forty-five year practice of paying holiday premium pay as if
retirees worked the holiday, the Board is obligated to interpret the phrase in a
manner favorable to the pensioners.
It is particularly egregious that the Administrator’s retirement reduction proposal
comes at a time are already litigating these issues and exploring settlement.
ROPOA will have to take all immediate legal action necessary to protect the
interests of its members if the Board adopts the Administrator’s proposal.
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AGENDA REPORT
The Plan Administrator’s Agenda Report:


Ignores the basic premise that the majority of active officers work and are
compensated for 10 or 12-hour holidays with a combination of holiday pay
and holiday premium pay resulting in significant retirement allowance
underpayments. Even though the Board determined 12-hour holidays are
“compensation attached to the rank” for one retired member, other similarly
situated retirees have not been paid.



Fails to recognize the number of holidays actually worked by active officers
is not dispositive to the calculation of retirement allowances. No one as far
back as Buck has alleged all active officers worked all holidays. Rather, it
is undisputed all active officers are required to work holidays unless relieved
from duty and receive additional holiday pay whenever a holiday falls on
their regular day off.



Fails to analyze holiday pay separately and attempts to attack the number
of hours that retired members are currently credited with by comparing
averages of the combined base pay and holiday pay of active officers. This
deeply flawed methodological approach ignores the fact that retired
members are entitled to be compensated for 2080 hours of base pay and
compounds this issue by excluding a subsect of active officers with higher
relative base pay. Similarly, it is unclear if active officers that did not work
the full year or were on unpaid leave were wrongly included.



Does not attempt to answer the simple question of how many holidays
active officers work (even if this were to be dispositive). If, based on a 10hour shift, an active officer worked just half of the holidays, they would
receive 158 hours of holiday pay, rather than the 144 hours received by
retired members.



Fails to address the inconsistencies in the self-reported payroll data, which
the City has admitted is the source of great confusion among active officers
with respect to how holiday pay is supposed to be reported.



Fails to address inherent flaws in calculating retirement allowances based
on averages: such averages would be a moving target depending on
available staffing, the day of the week the holiday falls on, anticipated or
unanticipated workloads, emergency situations, and other factors. The
averages would need to be re-computed on a regular basis – maybe even
monthly. This is why, construing the Charter liberally in favor of retirees,
Courts have held for over 45 years that compensation should be based on
an assumption that retirees worked all holidays.
3
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Attempts to “cherry-pick” Police Management Association holiday benefits
that favor the Plan Administrator’s recommendation while ignoring new
benefits (e.g., additional compensation for POST Management Certificates,
Management Leave, and Vacation Buy Back) that favor the retired member.



Fails to acknowledge “floating holiday” hours are “posted” to each active
member’s compensatory time bank and can be converted to cash
payments. It is simply untrue that “floating holiday” hours are lost if not
used.



Does not provide a plan to fairly compensate members who retired with
“split ranks” represented by both to OPOA and the OPMA.



Does not consider the result of “deferred payment” or holidays worked in
exchange for compensatory time (that may be “cashed out” at some later
date). This fact alone renders the City’s data flawed and incomplete.

The Plan Administrator’s agenda report claims Oakland Police Department shift
schedule modifications resulted in changed circumstances requiring a reevaluation
of holiday pay/holiday premium pay calculations. However, the Plan Administrator
likely does not know and/or cannot determine the number of holidays worked by
active officers when holiday pay/holiday premium pay issues were previously
litigated. Accordingly, the Plan Administrator has articulated no basis (or starting
point) from which to determine the number of holidays worked by active members
has “changed.”
CAPTAINS AND DEPUTY CHIEFS
It is important to recognize no retired member holding the rank of Captain or
Deputy Chief was ever a member of or represented by the OPMA and his or her
compensation and benefits were always attached to the OPOA MOU.
In approximately 1990, a similar situation had the potential to adversely affect
pensions for retired Chiefs of Police. In order to avoid such an outcome, a
determination was made that pension allowances for retired Chiefs would
henceforth be attached to the OPOA MOU (and likewise, retired Fire Chiefs are
attached to the Local 55 MOU). There is no logical reason retired Captains and
Deputy Chief should not be treated in the same manner.
Reviving Prior Arguments Rejected by the Court of Appeal
The Plan Administrator is attempting to revive the City's 2010 assertion that the
2006-2010 MOU changed how holidays are paid. The Board thoroughly reviewed
that claim with a series of hearings running from October 2010 through about
January 2011. After these hearings, and following the receipt of a 13-page legal
4
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opinion from the Board's independent counsel, the Board concluded that holidays
were being paid correctly and in accordance with Buck. Then the City sued in
2011 on the same issue, using the same argument. The appellate court rejected
that claim with very clear language in OPFRS. Now, the Plan Administrator is
making related arguments without offering any logical explanation as to why the
Board is not precluded from adopting the report’s recommendations by that prior
litigation. Previous court decisions over the past 47 years clearly preclude the
Board from pursuing this issue again. By contrast, the issue of active officers
working ten-hour days was not part of the Board’s hearings or Court decision in
OPFRS. Retirees are entitled to relief from this continuing failure to pay holidays
in accordance with the length of days worked by retirees.
CONCLUSION
The Board should reject the Plan Administrator’s recommendations. The Plan
Administrator’s proposal is a disguised attempt to reduce retirees’ base pay from
2080 hours to less than 2080 hours.
ROPOA is, however, remains willing to discuss settlement of the present litigation
and is willing to discuss representation unit and/or revision of retirement benefits
for Captains and Deputy Chiefs based on the “compensation attached to the rank”
elements included in the OPMA MOU.
/s/ Robert W. Nichelini
Robert W. Nichelini
Secretary
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McCRACKEN, STEMERMAN & HOLSBERRY, LLP
Counselors and Attorneys at Law

November 15, 2017
San Francisco

Via E-Mail (DLow@oaklandnet.com) and U.S. Mail
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Oakland Police and F ire Retirement System Board
c/o David Low
150 frank Ogawa Plaza, Ste. 3332
Oakland CA 94612
Re:
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Response from Retired Oakland Police Officers Association
& Petitioners to October 16, 2017 PFRS Agenda Report on
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Retired Oakland Police Officers Association (“ROPOA”), Ronald B.
Gunar, Ned S. Ubben, Raymond T. Miller, Robert L. Aven, and Nita G.
Balousek (“Petitioners”), hereby submit this response to the PFRS Staff
Report from October 16. 2017.

K mberrey C Webe’ CA. N]

Summary of Material Facts

Yor,na Aret,,ndev CA
A. Nre:a N etc CA
.

1.

Ph.hp Pu Bowc CA (N t
Barr 5 intIso (CA (Ret

Las Vegas

650 5. Comnerce Street, .Surt A r
tga. Neaaa h9tC2
??

33651C

Fan 702.38159848

Compensation Attached to the Rank

As you know, PFRS is a fluctuating pension system: under the Charter,
retirement benefits are calculated as a fraction of the amount of compensation
paid to active police officers of the same rank—known as compensation
“attached to the rank.” The purpose of a fluctuating system is to maintain a
standard of living and equality of position between the retired and active
officers.
The Charter sets PFRS pensions at a fixed fraction of “compensation
attached to the average rank held.” (Charter § 260$.) Compensation, as
defined in the Charter, is the “monthly remuneration payable in cash, by the
City.. but excluding remuneration paid for overtime and for special details
(Charter § 2607.) Whether compensation is “attached to
‘
or assignments
the average rank” is based on the compensation paid to active sworn peace
officers (“actives”), and is determined by the City’s actual pay practices for
actives, including but not limited to as provided for in the Memoranda of
Understanding (“MOU5”) between the City and the Oakland Police Officers
Association. (City of Oakland v. Oakland Police & fire Retirement Sj’s.
(2014) 224 Cal.App.4th 210, 231, 217 [“OPfRS”J.)
.

.
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Holiday Pay Based on 10-Hour Days

2.

All officers in all ranks, Police Officer through Deputy Chief, receive holiday pay.
The July 1, 2006-June 30, 2015 MOU provided that active officers in patrol could no longer
work an 8-hour day: they were required to work at least 10-hour days. Accordingly, their
holiday pay (for working or not working on a holiday) was calculated based on a 10-hour day
or 12-hour day. Similarly, the 2015-19 MOU also requires officers to work at least a 10-hour
day; again, holiday pay for active officers in patrol and others working 10- or 12-hour shifts
is also calculated based on a 10- or 12-hour day. At issue in the court case is the PFRS
Board’s (“Board’s”) failure to include holiday premium pay in retirement allowances paid to
all similarly-situated retirees based on a 10-hour day.
The MOUs require that all officers be paid for twelve holidays per year at “straight
time” (their regular rate of pay or regular holiday pay) regardless of whether or not they are
working. (2006-15 & 20 15-19 MOUs, art. V1.G.3.) This pay is referred to as “holiday pay.”
Active officers are also paid holiday premium pay in addition to their regular holiday pay.
When an active officer works on a holiday, holiday premium pay is paid in addition to the
regular pay at the rate of time-and-one-half. (2006-15 & 2015-19 MOUs, art. Vl.G.3.) The
20 15-19 MOU describe this practice as follows: “in addition to the straight-time holiday pay,
if the holiday is worked, the officer shall be paid for all hours worked at the overtime rate of
time and one-half (1.5). If the holiday is not worked because of a regular day off; or by
employer request, the officer wifl be paid holiday pay at the straight time rate. In the event
that a holiday falls on an officer’s day off, the officer may take the holiday in pay or comp
time at straight time, at his/her election.” (20 15-19 MOU, art. VI.G.3.) The 2006-15 MOU
uses identical language, except that it uses the words “employee” or “member” in place of
“officer.” (2006-15 MOU, art. VI.G.3.)
3.

Board Determination that Holiday Pay Based on 12-Hour Day Attached
to Rank for One Retiree

In November 2013, the Board determined that holiday pay based on a 12-hour day
was compensation “attached to the rank” for one active PFRS member who was in the
process of retiring, and determined that holiday pay based on a 12-hour day should be
included in calculating that retiree’s benefits. A resolution was adopted by the Board that
held, in a 6-0 vote, with one abstention, that “Holiday Pay retirement allowance shall be
based on
twelve hours per holiday.” (PFRS Resolution No. 6776, Nov. 13, 2013.)
...

Despite requests from ROPOA on behalf of Petitioners and other retirees, the Board
refused to award holiday pay based on a 10- or 12-hour day to all other similarly-situated
PFRS retirees and beneficiaries. Indeed, the Board flatly refused to address the issue.
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Legal Analysis
A.

Pension provisions must be liberally construed in favor of pensioners.

Retirees have contractual rights in their pensions, which are protected by the
California Constitution, and benefits may not be changed to their detriment. Under the
California Constitution, “the duty of a public retirement board ‘to its participants and their
beneficiaries shall take precedence over any other duty,’ including minimizing employment
contributions and defraying administrative costs.” (Id. [citing Cal. Const., an. XVI, § 17,
subd. (b)].) Pension provisions must be liberally construed in favor of the pensioners, and
benefits provisions must be applied “fairly and broadly.” (Eichetherger v. City ofBerkeley
(1956) 46 Cal.2d 182, 188.) A “retired employee has a contractual right, protected by
constitutional guarantees, in a pension
and such benefits may not be changed to [that
employee’s] detriment.” (OPFRS, 224 Cal.App.4th at pp. 226-27 [alteration in original]
[citing Dunham v. City of3erkelev (1970)7 Cal.App.3d 508, 513].)
...‘

Although fluctuating pension plans like PFRS are not static, their purpose is to
“guarantee the pensioner a fairly constant standard of living despite inflation,” (Kreeft v. City
of Oakland (1998) 68 Cal.App.4th 46, 54) and to “maintain equality of position between the
retired member and the members currently holding the rank the pensioner attained before
retirement.” (OFFRS, supra, 224 Cal.App.4th at p. 227.) Accordingly, California courts
have repeatedly held that cities with fluctuating retirement systems, such as Oakland’s PfRS,
may not escape from their promises to pay retirement benefits.
B.

Where a court can determine whether a retiree met the criteria necessary
to receive premium pay, that pay attaches to the rank.

Construing the Oakland City Charter, courts have repeatedly determined that where a
“court [can] determine whether the retired plaintiff met the criteria necessary to receive the
additional pay,” that pay attaches to the rank. (Kreeft, supra, 68 Cal.App.4th at pp. 60-6 1;
see also OFFRS, supra, 224 Cal.App.4th at pp. 23 1-33 & fn. 12 [PFRS holiday premium pay
attached to the rank] [citing Buck v. City of Oakland (Aug. 25, 1971, 1 Civ. 28402) (nonpub.
op.) (same)]; OFFRS, supra, 224 Cal.App.4th at pp. 222 & 240 [PFRS “line-up pay,” extra
pay for working in patrol, was judicially determined to be attached to the rank; “any PFRS
retiree who had been assigned to patrol
at any time during the final three years of
employment was given credit for ‘the amount of line-up pay received by active police
officers similarly assigned.”] [citing Area v. City of Oakland (Super. Ct. Alameda County,
1984, No. 5 79832-8) (“Area T’)].
...

Retirement systems must pass along pay increases to retirees even when those
increases are based on new, non-rank-specific criteria. (See, e.g., Abbott v. City ofLos
Angeles (1960) 178 Cal.App.2d 204, 214-15 [“merit” and “longevity” bonuses attached to
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the rank]; City ofLong Beach v. Allen (1956) 143 Cal.App.2d 35 [new salary ordinance
providing for “merit” increases to be given only on recommendation of the chief of police
must be awarded to retirees even though they had retired prior to the adoption of the
ordinance and could not comply with the merit evaluation]; Estes v. City ofRichmond (1967)
249 Cal.App.2d 538, 541, 546 [“hazardous duty pay” for completing one “tour of duty” each
month was attached to the rank]; Dunham, supra, 7 Cal.App.3d at pp. 512, 515 [new
incentive program for training was a “system of general pay raises” and thus compensation
attached to the rank, because retirees “performed the services, including training, required of
them; they are entitled to their deferred compensation
based on the benefits now received
by their active counterparts”].) To provide otherwise would allow municipalities to escape
their promises to pay retirees based on the compensation due to actives.
...

C.

Holiday premium pay is attached to the rank.

F or more than 45 years, the holiday premium pay earned by Oakland police officers
for working on holidays has been held to be “compensation attached to the rank” under the
City’s Charter and must therefore be included in calculating retirees’ pensions. (OPFRS, 224
Cal.App.4th at pp. 222, 231-33, fn. l3uck v. City of Oakland (Cal.Ct.App. 1971, No. 1-Civ2 8402) [nonpub. Opn.]; Oakland Police & Fire Retirement Association v. City of Oakland
(Alameda Sup. Ct. 1996, No. 763859-0) [nonpub. opn.].)
By its nature, police work does not pause for holidays— “[b]eing subject to working
on holidays as regular work days is normal for police officers.” (City offremont v. 3d. of
Admin. of the PERS (1989) 214 Cal.App.4th 1026, 1031.) When officers are scheduled to
work on a holiday, they do not have discretion on whether to work or not. If they want the
day off, they are required to request and receive permission from their superior officer—and
such permission is rarely granted. Retired police officers who are now collecting pensions
regularly worked holidays while they were active and made contributions to PFRS based on
the premium pay they received for this hardship. Current, active police officers regularly
work holidays and earn premium pay for doing so. They also receive holiday pay when they
do not work on holidays. (See 2006-15 & 2015-19 MOUs, art. art. VI.G.3.)
Because active police officers are regularly scheduled to work on holidays—and have
no discretion on whether to take those days off—the holiday premium pay that they receive
for this hardship is “compensation attached to the rank.” It “adhere[s] to the rank, as an
appertaining quality or circumstance.” (Kreeft, supra, 6$ Cal.App.4th at p. 57.) An active
police officer is entitled to holiday premium pay not based on “his individual efforts over and
above what are required to obtain the rank” but rather in the normal course of his scheduled
work. Holiday premium pay is no different from other forms of variable pay that courts have
held to “attach” to a rank for pension purposes. (See, e.g., Abbott v. City ofLos Angeles
(1960) 17$ Cal.App.2d 204, 213-214 [longevity and merit pay attached to the rank, even
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though not all members of the rank were entitled to them, and even though retirees entitled to
varying amounts of the pay].)
As this Court recognized in Kreeft, the term “compensation attached to the rank” is
ambiguous. Given the Charter’s ambiguous language—and the consistent, forty-five year
practice of paying holiday premium pay as if retirees worked the holiday, the Board is
obligated to interpret the phrase in the manner most favorable to the pensioners. (Rose,
supra, 126 Cal.App.3d at p. 940 [“If an ambiguity or uncertainty exists, the foregoing
statutory provisions are to be construed in favor of the pensioner.”]; City of Oakland, supra,
95 Cal.App.4th at p. 39 [pension “laws are to be interpreted in favor of the employee or
beneficiary when a semantic ambiguity is presented by the statute at issue”].)
The Court of Appeal in OFFRS, 224 Cal.App.4th 212, recently described the long
history of holiday premium pay being attached to the rank:
The question of whether holiday pay is ‘compensation attached to rank” for
purposes of calculating PFRS retirement benefits was first addressed
by Division Four of the First Appellate District in 1971 in the case of Buck v.
City of Oakland (Aug. 25, 1971, 1 Civ. 28402) (nonpub. opn.) (Buck).
When Buck was decided, the compensation payable to active members of the
Department was set by salary ordinance. (See Oakland Ord. No. 4817,
amending § 1.19 of Oakland Ord. No. 4727 (the 1971 Ordinance).) With
respect to holiday pay, the 1971 Ordinance provided in relevant part: “Time
worked by any officer or member of the Police Department in excess of 40
hours during any one-week period shall be deemed overtime work; provided,
however, that whenever any legal holiday, as herein designated, shall fall
within any such one-week period, the said officer or member of the Police
Department shall be credited with 8 hours of work in computing said 40 hours
during said one-week period.!t (Ibid.)
...

...

The court went on to determine that remuneration for holiday work did not
constitute overtime and therefore was not excluded from the Charter’s
definition of “compensation.” (Buck, supra, 1 Civ. 28402; see Charter, art.
XXVI, § 2607 [“ [c]ompensation” defined as monthly remuneration excluding
overtime].)
OFFRS, 224 Cal.App.4th at pp. 2 17-18. The Court in Buck held that retirees must be
compensated as if they worked each holiday. The Court explained that after Buck, the City
tried to avoid paying holiday pay to retirees by providing compensatory time off in lieu of
actual holiday pay:
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In the wake of Buck, the City reportedly tried to avoid the inclusion of holiday
pay in PFRS retirement benefits by altering the holiday pay structure for active
members of the Department. Specifically, the Department began giving active
officers compensatory time off in lieu of actual holiday pay. In response to this
change, lawsuits were filed and eventually the City was permanently enjoined
from enforcing any “ordinance, resolution or directive which decreases or
attempts to decrease the holiday pay received by Oakland police officers or
firemen as monthly compensation comprising salary.” (Doan v. City of
Oakland (Super. Ct. Alameda County, 1972, No. 426926) (Doan).) In
addition, the City was ordered to pay active members retroactively for any lost
holiday pay and was directed “to pay the increased retirement allowances
based thereon pursuant to the [Buck] decision.” (Ibid.)
...

Id. at pp. 218-19. The Court went on to explain that subsequent litigation in Area II was
initiated because retirees were being compensated based on 8 hours of premium pay, while
actives were being credited with 12 hours of pay:
Based on the language of the MOU’s, PFR$ retirees only received credit for
eight hours of holiday premium pay in the calculation of their retirement
benefits from 1976 through 1996. In contrast, active members of the
Department received 12 hours of holiday pay during this same period.
Holiday premium pay was again the subject of litigation in 1996.
(See Oakland Police & Fire Retirement Assn. v. City of Oakland (Super. Ct.
Alameda County, 1996, No. 763859) (Area Ii).) Area II was a class action
lawsuit filed on behalf of PFRS retirees and their beneficiaries challenging the
MOU language that excluded retirees from receiving credit for the additional
four hours of holiday pay that was being paid to active members of the
Department. In that case, the City did not contest the holding
in Buck, but argued that the additional four hours of holiday pay was
“overtime” pay and therefore expressly excluded from the calculation of PFRS
retirement benefits. (See Charter, art. XXVI, § 2607 [[c]ompensation”
defined as monthly remuneration excluding overtime].)
Id. at pp. 219-20. After reviewing the relevant case history’, the Court of Appeal again held in
2014 that retirees had to be paid as if they worked the holidays:
Similarly, the inclusion in the 2006-20 15 MOU of express language defining
the rights of active members to certain holiday pay when they do not work on
a holiday has no bearing on active members’ continuing entitlement to receive
extra compensation when they do. Although the amount of remuneration has
changed over the years, for over four decades active members of the
Department have possessed an unbroken right to holiday pay for working on
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holidays. And, based on Buck, PFRS retirees have been entitled
during that
same period
to have such holiday pay included in the calculation of their
retirement allowance.
—

Id. at p. 229.
Accordingly, retirees and beneficiaries must be compensated as if they worked the
holidays.
U.

Compensating retirees as if they worked the holiday, as required by Buck,
entitles them to 18$ hours of holiday pay rather than the current 144
hours they are receiving.
1.

Retirees’ holiday pay should be based on the 10-hour and 12-hour
shifts worked by actives.

Active officers working in patrol are required to work a 4/10 schedule, meaning that
they work at least 10 hours per shift rather than 8 hours per shift. A substantial number of
officers, including patrol officers, work 12-hour shifts.’ Accordingly, when actives receive
holiday premium pay for working on a holiday, they receive 10 hours at I .5x pay, or 15
hours of pay, or 12 hours at 1.5x, or ij
sQfpa, respectively. (When they do not work
on a holiday, they receive 10-12 hours of holiday pay.)2
however, despite the fact that actives are now being paid holiday pay based on 10hour or 12-hour days, retirees are still being paid based on 8-hour days, so they are receiving
just jiiofja per holiday. Instead, pursuant to Buck, they should be paid as if they
worked the holiday:
o
o

12 holidays x 15 hours for holidays worked
floating holiday = $ hours3

=

180 hours

The City’s own numbers suggest that approximately 10% of active police work 12-hour
shifts.
means that even if an active officer didn’t work any holidays—extremely unlikely
unless they were out on leave—they would still receive 120-144 hours of holiday pay.
Contrary to the assertion in the PFRS Staff Report, holiday pay that is paid when actives do
work a holiday is not paid in liett of base pay; actives do not receive base pay for days on
which they do not work. It is pay in addition to base pay. (See 2006-15 & 20 15-19 MOUs,
art. VI.G.3.)
As the Court held in Doan, supra, Alameda Superior Court Case No. 426926, the City
cannot escape its holiday pay obligations to retirees by providing holiday pay to actives as
“compensatory time off.”
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188 hours of holiday pay
2.

It is not workable to calculate compensation attached to the rank
based on averages.

PFRS Staff have analyzed payroll data based on the total number of hours worked by
active officers, but what is relevant here is pay for holidays. And, in looking at total hours
worked, the Staff Report left out the 10% of active officers who had a base of 2184 hours,
who received 18 hours for each holiday they worked, as 12 hours for each holiday they did
not work, which obviously skews the entire analysis.
PFRS Staff have asserted that active officers work, on average, approximately 6-7
holidays per year. But compensation attached to the rank cannot be reasonably calculated
based on averages: such averages would be a moving target depending on available staffing,
the day of the week the holiday falls on, anticipated or unanticipated workloads, emergency
situations, and other factors. The averages would need to be re-computed on a regular basis
maybe even monthly. This is why, construing the Charter liberally in favor of retirees,
Courts have held for over 45 years that compensation should be based on an assumption that
retirees worked all holidays.

—

Moreover, even if the Board were to accept the premise that holiday premium pay
should be calculated based on the average number of holidays worked by actives, this still
means retirees are owed additional pay according to the City’s own data:
•

If, based on a 10-hour shift, an active officer worked just ha/f of the holidays,
they would receive 158 hours of holiday pay, rather than the 144 hours
received by retirees:
o 6 holidays x 15 hours for holidays worked = 90 hours
o 6 holidays not worked x 10 hours for holidays falling on day off” 60
hours holiday pay
o 8 hours floating holiday

•

If an active officer worked 7 holidays, they would receive 163 hours of
holiday pay, rather than the 144 hours received by retirees:
o 7 holidays x 15 hours for holidays worked = 105 hours
o 5 holidays not worked x 10 hours for holidays falling on day off” 50
hours holiday pay
o 8 hours floating holiday
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Even if the Board finds that holiday pay should be calculated based on the average
number of holidays worked by actives, this still means that retirees are owed additional
compensation.
Figure 1. Hoilday Pay & Holiday Premium Pay for Active Officers
Holiday

January 1

MLK Day
(3rd
Monday in

Lincoln
Day (Feb.
12)

Feb. 3rd
Monday

Holiday
Premium
Pay if
worked
Holiday
Pay if
not
worked

15-18
hours

15-18
hours

15-18
hours

15-18
hours

10-12
hours

10-12
hours

10-12
hours

10-12
hours

Labor
Day (1st
Monday
Sept.)
Holiday
15-18
Premium hours
Pay if
worked
Holiday
10-12
Pay if
hours
not
worked
Holiday

E.

—

Memorial
July 4th
Day (last
Monday
May)
15-18 hours 15-18
hours

10-12 hours

10-12
hours

Sept. 9
(Admission
Day)

November Thanksgiving Friday after
11
(Thurs in
Thanksgiving
(Veterans Nov.)
(Nov.)

Christmas
(Dec. 25)

15-l8hours

15-18
hours

15-l8hours

15-l8hours

15-18
hours

10-l2hours

10-12
hours

10-l2hours

10-l2hours

10-12
hours

Holiday pay should not be changed for captains and deputy chiefs.
1.

PFRS Captain and Deputy Chief Ranks are obsolete and
compensation should be determined by looking at the OPOA
MOU.

Captain of Police (PfRS) and Deputy Chief of Police (PFRS) are obsolete ranks and
compensation attached to those ranks must be calculated in the same maimer as other
obsolete ranks including Chief of Police, Inspector of Police and Director of Police Services.
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Approximately 25 years ago, the PFRS Board decided retirement allowances for
Chiefs of Police, Inspectors of Police and subsequently a Director of Police Services would
henceforth be based on cost of living adjustments and other wage increases received by
members of the Oakland Police Officers Association (OPOA). At that time, every member
of the Oakland Police Department, except the Chief of Police, was a member of and
represented by the OPOA (the Chief was an unrepresented member of the OPOA).
It is, therefore, illogical to base retirement allowances, including holiday and holiday
premium pay, for retired PFRS captains and deputy chiefs on provisions of the Police
Management Association Memorandum of Understanding (PMA MOU) while retired Chiefs
of Police, Inspectors of Police and a Director of Police Services remain attached to the
OPOA MOU. No retired PFRS captain or deputy chief was ever a member of or represented
by the PMA.
furthermore, there is no longer any community of interest between retired and
currently employed captains and deputy chiefs. Many responsibilities of PFRS deputy chiefs
have been transferred to the new rank of Assistant Chief and Ca1PERS captains no longer
regularly work in the field at night or on weekends and holidays, unlike PFRS captains.
Salary and benefit provisions of the PMA MOU reflect current working conditions and
responsibilities.
Retired PFRS captains and deputy chiefs should remain attached to the OPOA MOU
for calculation of retirement allowances.
2.

Even if PFRS relies on the PMA MOU, it is fundamentally unfair
to “cherry pick” the PMA MOU for provisions that are
detrimental to PFRS retirees and ignore those that are of benefit.

It is undisputed that the Police Management Association agreed to modify holiday
and holiday premium pay provisions for Ca1PERS captains and deputy chiefs to reflect
current assignments, working conditions and membership in the Ca1PERS retirement system.
However, it is also undisputed that the PMA received other benefits to offset any loss of
holiday or holiday premium pay.
Specifically:
•

•

Vacation Buy Back 120 Hours: This is a cash benefit payable to all Ca1PERS
captains, deputy chiefs and the Chief of Police and is clearly compensation attached
to the rank. No individual effort is required to obtain this benefit.
Management Leave 15 Days: This is a cash benefit payable to all Ca1PERS
captains, deputy chiefs and the Chief of Police and must be considered compensation
attached to the rank. No individual effort is required to obtain this benefit.
—
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•

•

POST Management Certificate 5% of pay: It is undisputable that every Ca1PERS
captain and deputy chief has qualified for a POST Management Certificate by virtue
of their tenure in the Department and completion of required training. Every retired
PFRS captain and deputy chief also holds a POST Management Certificate and
should be paid accordingly.
Bachelor’s Degree 5% of pay: While we do not yet have access to supporting data,
it is likely that every Ca1PERS captain and deputy chief holds a bachelor’s degree.
This results in a cash benefit and compensation attached to the rank for PFRS retirees.
—

If the Board decides to modify the historic manner in which holiday and holiday
premium pay is calculated for retired captains and deputy chiefs based on the PMA
MOU, all other PMA cash benefits must be classified as compensation attached to the
rank and paid to retirees.
Conclusion
Retirees should be compensated for holiday premium pay as if they worked the
holiday, and should be awarded 188 hours of holiday pay rather than the current 144 hours.
The PFRS Staff Report calculations do not analyze the hours actually worked and paid on
each holiday, but instead, improperly focus on the average number of hours worked by active
officers each year. Moreover, in calculating averages, the PFRS Staff Report improperly
disregards the 10% of police officers who are paid 18 hours per holiday worked (resulting in
216 hours of holiday pay if all holidays worked, or 180 hours holiday pay even ifjust half of
holidays are worked), obviously skewing the numbers. Even if the Board fails to pay retirees
as if they worked all holidays, and even if the Board determines that retirees should be
compensated as if they are working only 6-7 holidays, retirees are still being
undercompensated. Finally, PFR$ cannot cherry pick provisions from the PMA MOU that
disadvantage retirees while ignoring those provisions that benefit retirees.
We urge the Board to take all necessary steps to compensate retirees and beneficiaries
for 188 hours of holiday pay rather than the 144 hours currently being paid. Thank you for
your time and consideration.
Very truly yours,

Sarah
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November 19, 2018 Supplemental Report
by Professor Stephen Raphael

Addendum to Analysis of Holiday Compensation Hours for the Oakland Police
Department
Steven Raphael
Professor of Public Policy
University of California, Berkeley
stevenraphael@berkeley.edu
November 19, 2018
As an addendum to my report analyzing compensation for designated holidays made to Oakland police
officers for FY2014‐2015, FY2015‐2016, and FY2016‐2017, I have completed additional analysis for the
more recent fiscal year 2017/2018. I employ the exact same methods used in my report dated June 15,
2018.
Figures 1 and 2 summarize the findings for FY2017/2018 relative to the results for the earlier years
presented in my original report. Figure 1 presents average annual holiday hours for all officers below
the rank of captain by fiscal year. Figure 2 presents separate estimates by officer rank. The figures for
FY2017/2018 are quite similar to those for FY2015/2016 and a bit higher than those for FY2016/2017.
In all years inclusive of FY2017/2018, this additional analysis and the results from my previous report
yield the conclusion that the average number of additional hours of compensation attributable to
holidays is at most roughly 140, with roughly 60 percent of officers receiving additional holiday
compensation of 144 hours or fewer in FY2015‐2016, 80 percent of officers receiving additional holiday
compensation of 144 hours or fewer in FY2016‐2017, and roughly 60 percent of officers receiving
additional holiday compensation of 144 hours or fewer in FY2017‐2018.
Detailed Analysis of FY 2017/2018
Here I present more detailed tabulations for FY2017/2018 for several of the tables presented in my
original report for earlier years.
Table 1 presents the percent distribution of officers by the number of holidays that they actually work
on regularly scheduled days. The first column of results presents this distribution for all officers in FY
2017‐2018 while the second column of results presents this distribution for officers who received twelve
holiday payments. The median number of days worked is two when I use all observed officers, and
three when I focus on officers that receive payment for twelve holidays. Note, the medians for FY2017‐
2018 equal those for FY2015‐2016, and are higher than those for FY2016‐2017.
Table 2 presents estimates of average annual holiday hours for all officers and by rank for FY2017‐2018.
In accordance with my analysis of the previous years, I present separate estimates using only officers
with twelve observed holiday payments (panel A), and estimates using all officers after annualizing
holiday hours for officers with fewer than twelve observed payments (panel B). Here we see average
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holiday hours of roughly 139 hours for all officers, and again, somewhat lower averages for officers of
higher rank. This average is basically equivalent to what we observe for FY2015‐2016 and somewhat
higher than what we observed for FY2016‐2017.
Table 3 presents the decile values of the holiday‐hours distribution using the distribution of hours for all
officers after annualizing hours for officers that are paid for fewer than twelve holidays. For all officers,
the median number of holiday hours is 135. For FY 2017‐2018, 60 percent of officers received 144 or
fewer holiday hours of additional compensation for the year.
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Figure 1: Maximum Estimate of Average Holiday Hours for Sworn Officers below the Rank of Captain
by Fiscal Year
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Table 1
The Percent Distribution of Officers by the Number of Holidays Actually Worked on Regularly
Scheduled Workdays During Fiscal Year 2017‐2018
Number of holidays falling on
Percent distribution of all
Percent distribution of officers
regularly scheduled workdays
officers by actual holidays
with twelve holiday
and actually worked
worked on regularly scheduled
compensation payments by
workdays
actual holidays worked on
regularly scheduled workdays
0
1
2
3
4
5
6
7
8
9
10
11
12
Median value highlight in grey.

31.29%
10.95%
9.26%
8.34%
9.00%
5.74%
6.52%
5.87%
7.69%
3.39%
1.56%
0.39%
0.00%

27.48%
10.40%
9.16%
5.69%
8.91%
6.44%
7.18%
7.18%
10.64%
4.21%
1.98%
0.74%
0.00%
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Table 2
Alternative Estimates of Total Holiday Compensation Hours (Straight Time Plus Compensation for
Premium Hours at Time and a Half) Using Two Alternative Methods for FY2017/2018: Tabulations
for All Officers and Officers by Starting Rank
Panel A: Officers with Observed Hours on All Twelve Holidays
Average
Lower Bounda
Upper Boundb
Number of
Officers
All Officers
138.67
136.26
141.13
404
Police Officer
139.98
137.24
142.73
323
Sergeant
131.91
125.88
137.93
67
Lieutenant
140.7
125.13
156.26
14
Panel B: All Officers, Imputing Straight time and Premium Hours for Those Officers with Fewer than
Twelve Observed Holiday Payments
Average
Lower Bounda
Upper Boundb
Number of
Officers
All Officers
137.24
135.53
138.94
767
Police Officer
138.92
137.07
140.77
617
Sergeant
130.60
126.24
134.96
125
Lieutenant
128.79
116.51
141.08
25
a. The lower bound value is the lower bound of the 95 percent confidence interval for the estimate
of the average number of holiday hours per officer.
b. The upper bound value is the lower bound of the 95 percent confidence interval for the
estimate of the average number of holiday hours per officer.
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Table 3
Key Percentile Values for the Distribution of Annual Holiday Hours (Inclusive of Time and a Half
Compensation for Premium Hours) for FY2017/2018 for All Officers and by Rank based on the
Hours Distribution Imputing Hours for Officers that Work a Partial Year
Percentile
All Officers
Police Officer
Sergeant
Lieutenant
th
10
104
112
100
96
20th
120
120
118
98
30th
120
125
120
107
40th
128
130
120
116
Median
135
140
125
122
60th
144
145
135
130
150
153
140
156
70th
80th
160
160
154
159
90th
165
165
164
162
The percentile value measures the proportion of officers with hours equal to or less than the
given value. For example, the results in the first column reveal that 10 percent of officers
receive 104 or fewer holiday hours, 20 percent received 120 or fewer, and so on.
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CITY OF OAKLAND
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SUBJECT:

Oakland Police and Fire
Retirement Board

FROM:

Katano Kasaine

An Analysis Comparing The Current
Method of Calculating PFRS Police
Retiree Holiday Pay Benefits Against the
Holiday Pay Received by Active Police
Officers During The Last Three Fiscal
Years

DATE:

October 16, 2017

EXECUTIVE SUMMARY

The purpose of this memo is to compare the current method of calculating PFRS Police retiree
holiday pay benefits against the holiday pay received by active police officers during the last
three fiscal years. This memo also addresses two related issues: (1) an adjustment of the way
holiday pay retirement benefits are being calculated with respect to police retirees who retired at
the rank of captain or above; and (2) whether the floating holiday is compensation attached to
rank. Our report shows:
•

The current method of calculating PFRS police retiree holiday pay benefits credits
retirees with higher relative pay than the majority of active police officers receive.

•

Police retirees who retired at the rank of captain and above are erroneously being credited
Holiday Premium Pay at time-and-a-half, which is higher than what is granted under the
current OPMA (Oakland Police Management Association) MOU.

•

The Floating Holiday is not compensation attached to the rank for police retirees, because
it is compensatory time that is not payable in cash.

BACKGROUND

At its March 29, 2017 Board Meeting, the PFRS Board passed a motion to set a hearing on
August 30, 2017 to examine police holiday pay adjustments asserted by plaintiffs in Alameda
County Superior Court Case No. RG 16838274. At the June 28, 2017 Board meeting, the Board
passed a motion to reschedule the August 30, 2017 board hearing to the October 25, 2017 Board
meeting.
For this report, Staff has analyzed payroll records for active police officers for fiscal years (July
through June) 2014/2015, 2015/2016 and 2016/2017, to determine how much holiday pay active
police typically receive, and the combined number of hours of base and holiday pay active police
officers actually received, compared to the number of hours that PFRS police retirees and
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beneficiaries are credited under the current method of calculating police retiree benefits. The
results are summarized in the attachments to this report.
ANALYSIS
In accordance with the City Charter, the PFRS police retirees are paid based on compensation
"attached to the average rank held". The benefits PFRS retirees receive are intended to maintain
parity with the pay deemed attached to the rank that active sworn personnel receive. The active
police pay elements currently being paid to retirees include (1) Base Pay (2) Holiday Pay, (3)
Uniform Pay, and (4) Longevity Pay.
The current method of calculating police retiree benefits relating to Base Pay and Holiday Pay is
as follows: As a starting point for the calculation, police retirees are credited an amount that is
based on an active police officer's annual Base Pay of2080 hours (40 hours X 52 weeks). In
addition to the 2080 hours, police retirees are credited with 144 hours relating to Holiday Pay,
for a total of 2224 hours.
The 144 hours relating to Holiday Pay is a holdover from prior Department General Order
(DGO) D-8, 1 when active police were paid at a Holiday Premium Pay rate of l .5X (8 hours X
1.5 = 12 hours) per holiday in addition to their Base Pay, regardless of whether they actually
worked the holiday. Thus, ifthere were 12 paid holidays in the MOU, active police would
receive 144 hours (12 holidays X 12 hours) in Holiday Premium Pay. PFRS therefore also
credited the police retirees with 144 hours of Holiday Premium Pay.
However, since 2006 and subsequent OPOA (Oakland Police Officer Association) MOUs, active
police are no longer paid additional holiday pay at a premium rate of 1.5X per holiday regardless
of whether they actually work the holiday. Active OPOA police officers (below the rank of
captain) receive additional Holiday Premium Pay at the premium rate (l.5X) only if they actually
work the holiday. DGO D-8 has since been rescinded.
In addition, effective with the 2006-2015 OPMA (Oakland Police Management Association)
MOUs (applicable to members at the rank of captain and above) active police OPMA officers
only receive 8 hours of straight time Holiday Pay whether they work the holiday or not. OPMA
Officers who actually work on a holiday are compensated Holiday Premium Pay at straight time,
in the form of additional vacation under the new 2015-2019 contract.
In summary, under the current MOUSs, active police officers must work a holiday on their
normal scheduled work day to receive additional Holiday Premium pay. Staff analyzed the
total number of hours of Base Pay and Holiday Pay active police have been credited with in the
last three fiscal years, in order to compare that to the total number of hours of Base Pay and

1

See Department General Order D-8 Holidays, section II.B.5., 6., and 7, attached hereto as Exhibit A.
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Holiday Pay (2224) that PFRS Police Retirees are credited with. 2
ANALYSIS OF ACTIVE POLICE HOLIDAY PAY (TABLES)
Staff analyzed hourly Base Pay as well as all Holiday Pay for active Oakland Police Officers
below the rank of captain for the past three years (FY 2014/2015 through FY 2016/2017). The
results of the analysis are included in Tables 1, 2, and 3. (see attachments.)
Tables 1, 2, and 3 reflect the total hours credited for each active Oakland sworn OPOA police
member who works an 80-hour schedule, or who worked a combination of an 80-hour schedule
for part of the year and an 84-hour schedule the other part of the year. We did not include the
relatively small number of officers (approximately 10% of the force over the three years) who
worked an 84-hour schedule exclusively for the entire year. The tables include hours worked for
each eligible element, excluding Workers Compensation hours and Leave Without Pay elements.
The tables also reflect hours at the Holiday Premium Pay rate of 1.5X for each holiday that fell
during an active sworn officer's regular schedule which the active OPOA police officer worked.

In Table 4 below, Staff summarized the total three-year average hours credited to active police
officers (ranks below captain) who were assigned to 80-hour schedules and credited at least 2080
hours during the year. Staff compared this total to the 2224 hours (2080 base pay hours + 144
holiday hours) that PFRS police retirees are credited with in calculating holiday retirement
benefits. Staffs analysis shows that for these active sworn officers working 80 hour assignments:
(1) the average number of hours credited was less than 2224; and (2) the clear majority
(approximately 74.0%) of these officers were credited with fewer than 2224 hours.
Table 4

Active Police Officers with 80 HR Schedules (only)

Fiscal Year

FY 2014/2015
FY 2015/2016
FY 2016/2017
Avera2es

FY 2014/2015 to FY 2016/2017
Avg Total Hours
Officer Count
Credited for
Hours Credited
Officers with
Greater than or
Greater than or
Equal to 2080
Equal to 2080
total Hours
total Hours
316
2176
450
2198
443
2191
403
2188.3

Percentage of Active
Officers credited less
than 2224 Hours

79.4%
66.7%
75.8%
74.0%

2

It is necessary to look at the combined total of Base Pay and Holiday Pay because when a holiday falls
during an officer's regular work schedule, the officer's regular (straight time) Holiday Pay is in lieu of
Base Pay for that day.
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CAPTAINS AND ABOVE

STRAIGHT PAY FOR HOLIDAYS WORKED

PFRS' is currently paying retirement benefits to police retirees who retired at the rank of captain
and above on the same basis as police retirees who retired below the rank of captain. Namely:
12 Holidays at 8 hours @ l .5X 144 hours. The current method does not take into account the
fact that the two OPMA MOUs (commencing in 2006 and in 2015) provided lesser holiday
benefits for captains and above compared to the lower ranks.
OPMA members were entitled to no extra holiday pay at all under the 2006-2015 MOU. Under
the 2015-2019 MOU, OPMA members are entitled to one hour of vacation credit for each hour
actually worked on a holiday, which means that their Holiday Premium Pay rate is I .OX (straight
time), not 1.5X. (see section VII.H.3 on the relevant MOU pages in attached Exhibits E and G)
Retirees at ranks of captain and above are being overpaid.
FLOATING HOLIDAY PAY
Staff has also addressed at the question of whether PFRS retirees should receive an additional
retirement benefit based on the "Floating Holiday" that active police officers receive. Under the
OPOA and OPMA MOUs, the Floating Holiday is an award of eight hours of compensatory
leave that active police receive each year. Currently PFRS members are not credited for the
Floating Holiday. The benefit is described in the OPOA and OPMA MOUs of2006-2015 and
2015-2019:

OPOA MOU (section VI.G.2.)
Floating Holiday - In addition to such compensatory leave as may be earned by
an employee pursuant to Article Ill, Section E, hereof, City agrees to credit each
employee with eight (8) hours compensatory leave for each year this Agreement
is in effect. Said compensatory leave shall be credited to each employee's record
at the beginning of the City's fiscal year. An employee whose employment with
the City terminates during the fiscal year shall be paid termination pay, in
accordance with established City procedures, for his/her accrued compensatory
leave, less the said eight (8) hours, unless he/she first uses all compensatory
leave on the books after said eight (8) hours is credited and subsequently earns
additional compensatory leave. (See Exhibits D and F.)
OPMA MOU (section VII.H.2.)
Floating Holiday - The City agrees to credit each employee with eight (8) hours
of compensatory leave at the beginning of each year this MOU is in effect. (See
Exhibits E and G.)
It is stafrs position that Floating Holiday is not compensation attached to any rank for PFRS
purposes because it does not fit the definition provided by the Charter. Charter Section 2607
defines compensation as "monthly remuneration payable in cash". The Floating Holiday is eight
hours of compensatory time credit, not remuneration payable in cash. There is no convertible
monetary value to this compensatory time award. When the member's employment with the City
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terminates, this eight hours is subtracted from the member's compensatory leave balance in their
bank, unless the member has first used all compensatory leave on the books after said eight hours
was credited and subsequently earned additional compensatory leave.
Additionally, Oakland City Administrator's Administrative Instruction (AI) No. 520 (attached
hereto as Exhibit B) states that Floating Holidays can only be used in place of a regularly
scheduled work day. Police Department General Order D-8 at section Ill.A. I and 2 stated the
same limitation on the Floating Holiday. It does not increase an employee's overall
compensation, but simply substitutes for a regularly scheduled paid work day. For all of these
reasons, it is staff's position that the Floating Holiday is not compensation attached to the rank
for any PFRS police retiree.

CONCLUSION
The annual 2224 hours that PFRS retirees are currently credited with for Base Pay and Holiday
Pay is higher than the average number of hours full-time active police are credited with for Base
Pay and Holiday Pay. During the past three fiscal years, an overwhelming majority of these
active police officers (74.0%) were credited with fewer than 2224 hours of Base Pay and Holiday
Pay. PFRS retirees who retired as police captains and higher ranks have been receiving more
Holiday Premium Pay at a higher level than what is currently being paid to active police in those
ranks based on the OPMA MOU. Finally, the Floating Holiday is not compensation attached to
the rank for any PFRS police retirees, because it is compensatory leave that is not payable in
cash.
Staff requests direction from the Board on next steps for Board action to (1) propose a method to
calculate police retiree holiday benefits to be in line with OPOA and OPMA MOUs and (2)
change holiday benefits calculation method for OPMA Ranks (Captain and above) in order to be
the same as active OPMA members as provided by the OPMA MOU.
Respectfully submitted,

4

J

~C,I/;'-,..

KatanoKaSaine, Plan Administrator
Oakland Police and Fire Retirement System
For questions please contact Teir Jenkins, Investment Officer, at 510-238-6481.
(cont'd)
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Attachments (8):
1.
2.
3.
4.
5.
6.
7.
8.

Tables 1, 2, and 3
Exhibit A: Police Department General Order D-8
Exhibit B: Administrative Instruction No. 520
Exhibit C: Assumptions for Analysis
Exhibit D: OPOA MOU - Effective July 1, 2015 through June 30, 2019
Exhibit E: OPMA MOU - Effective July I, 2015 through June 30, 2019
Exhibit F: OPOA MOU - Effective July 1, 2006 through June 30, 2015
Exhibit G: OPMA MOU - Effective July l, 2006 through June 30, 2015

APPENDIX 1 - 10/31/2018

Agenda Item B
PFRS Board Meeting
October 25, 2017

Table 1

Oakland Police and Fire Retirement System
Analysis of Active Police Actual Hours Credited
Key Data Summary
Fiscal Year 2014-2015

Officers who worked 80 Hr Schedule Only During Fiscal Year
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
467
316

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,176

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
65
79.4%

Officers who worked 80 and 84 Hr Schedules During Fiscal Year ¹
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
236
183

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,211

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
69
62.3%

Note: Analysis does not include Officers who worked 84 hour shift the entire year (2184 hours)
¹ Includes Sworn Officers who worked both an 80 Hr schedule with a total of 2080 hours and an 84 Hr schedule with a total of 2184 hours during the fiscal year
² PFRS Current Rate: 2224 Hrs = 2080 + 144 (12 Holidays @ 8 x 1.5)
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Table 2

Oakland Police and Fire Retirement System
Analysis of Active Police Actual Hours Credited
Key Data Summary
Fiscal Year 2015-2016

Officers who worked 80 Hr Schedule Only During Fiscal Year
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
656
450

Officers who worked 80 and 84 Hr Schedules During Fiscal Year ¹
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
61
56

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,198

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
150
66.7%

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,248

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
32
42.9%

Note: Analysis does not include Officers who worked 84 hour shift the entire year (2184 hours)
¹ Includes Sworn Officers who worked both an 80 Hr schedule with a total of 2080 hours and an 84 Hr schedule with a total of 2184 hours during the fiscal year
² PFRS Current Rate: 2224 Hrs = 2080 + 144 (12 Holidays @ 8 x 1.5)
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Table 3

Oakland Police and Fire Retirement System
Analysis of Active Police Actual Hours Credited
Key Data Summary
Fiscal Year 2016-2017

Officers who worked 80 Hr Schedule Only During Fiscal Year
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
571
443

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,191

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
107
75.8%

Officers who worked 80 and 84 Hr Schedules During Fiscal Year ¹
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
188
147

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,247

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
93
36.7%

Note: Analysis does not include Officers who worked 84 hour shift the entire year (2184 hours)
¹ Includes Sworn Officers who worked both an 80 Hr schedule with a total of 2080 hours and an 84 Hr schedule with a total of 2184 hours during the fiscal year
² PFRS Current Rate: 2224 Hrs = 2080 + 144 (12 Holidays @ 8 x 1.5)
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OPD GENERAL ORDER D-8 (RESCINDED)
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OFFICI3 OF CUD O POUCE
OAKLAND POLCE DEPARTMENT
MEMORANDUM

•

TO

All Personnel

SUBThT:

DATE

22 Mar 00

evision of bepaiena! General Order D4
HOLIDAYS (15 Feb 85)

Oeneral Order D-8. lies been reisd to updae lme card reporting codes
and the treatient of IoJiday duty pty for enipJoyees worIcin alteriietiye
4110 worl schedules..
The evalucUon coordinator for this order shall be the Personnel Section

Con'uinder, who, williout further notice shafl forward the required
report to the Chicf of Police on or by 22 Sept 00.
Personn -l shall place the revised order in their Oenerd Order Manuals
and tnake the
ines to the Table of Content and Index.
cesstry

By order of

Chief of Police
005110-8
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ExhA -000001

11

Rev.

DEPARTMENTAL

22 Mar 00

GENERAL

ORDER
Index

D-8
Ref: CALEA

as:

Holidays

Standard 22.1.1

HOLIDAYS
The purpose of this order is to
compensation and reporting.

identify holidays

and to set forth

holiday

LIST OF HOLIDAYS
DESIGNATED HOLIDAYS

DATE

New Year's

1 Jan

Day
Martin Luther King Day
Lincoln Day
Presidents' Day
Memorial Day
Independence Day
Labor Day
Admission Day
Veterans' Day
Thanksgiving Day
Friday after Thanksgiving Day

(

3rd Mon

in Jan

12 Feb

3rd

Mon in Feb

Last Mon in

May

4 Jul

1st Mon in Sep
9

Sep

11 Nov

Christmas Eve*

designated Thu in Nov
designated Fri in Nov
24 Dec (Employees only)

Christmas

25 Dec

A
A

Day

New Year's Eve*

(Employees only)
Individually selected
(Employees only)
31 Dec

Floating Holiday

*Refer to Part II, C, 7

I.

REGULATIONS

Page
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EXHIBIT

A

DEPARTMENTAL GENERAL ORDER

D-8

Rev.

OAKLAND POLICE DEPARTMENT
A.

B.

General

22 Mar 00

Regulations

1.

Holiday Time off (HDP) shall be calculated
rate for the regular 7.5, 8, or 10 hour shift.

2.

Unit commanders shall

require members
HDP whenever practicable.

at the

and

hourly base

employees

to take

Regulations Pertaining to Members
Vacation Leave

holiday falls within a member's
vacation period, the holiday shall be counted as part of the
-

if

a

vacation and 12 hours of accrued compensatory time will be

granted.
2.

On-Duty
when

a

Injury

holiday falls within the period
on -duty injury leave, the member shall

Leave

member is

on

-

if

be

granted 12 hours of pay
compensatory time.

3.

Death Leave

4.

Other Leave

a

holiday

12 hours of accrued

falls within the

holiday falls within a period when the
(other than vacation, on -duty injury
or death leave), the holiday shall be counted as part of the leave
and no HDP or other compensation shall be granted. (This
applies to sick leave, off-duty injury leave and other leaves of
absence.)

member is

5.

or

period when a
member is on death leave, the member shall be granted HDP
for the holiday.
-

if

a

on

-

if

a

other leaves

Holiday on Regular Day Off Regardless if a member is
assigned to an 8 or 10-hour shift, if a holiday falls on a
member's regular day off and the member is not required to
work, the member shall be compensated for 12 hours of pay
-

or

accrued compensatory time.
6.

Holiday Duty on Regular Work Day if a holiday falls on a
member's regular work day, the member shall be granted 8 or
10 hours (8 or 10 -hour shift) of pay plus, 1.5 times of base pay
-

or

1.5 times of hours worked of accrued compensatory time.

Th
Page
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EXHIBIT

A

Rev.

D-8

DEPARTMENTAL. GENERAL ORDER

22 Mar 00

OAKLAND POLICE DEPARTMENT
7.

Holiday Duty on Regular Day Off if a holiday falls on a
member's regular day off and the member is required to work,
-

granted 12 hours of pay or accrued
time
plus, 1.5 times of base pay or 1.5 times of
compensatory
hours worked of accrued compensatory time. Advance
the member shall be

approval from the

Chief of Police is needed when

member to work on a
8.

Chief of Police

-

his/her

The Chief of Police is

standard HDP for
C.

holiday

on

requiring

regular day
eligible

a

off.

to receive

only

holidays.

Regulations Pertaining to Employees
All full-time

in units B, C, D, H and W shall be
eligible to receive overtime compensation in pay or accrued
compensatory time when required to work on a holiday. Any

employees

shift that includes five

2.

holiday (excluding
holiday
Employees in unit
only standard HDP for holidays.

or more

lunch)

shall be considered

M

eligible to receive

are

Alternative

hours

on a

shift.

a

(4/10) Work Schedule Holiday.

-

When

a

holiday falls on an employee's work day in cases where the
employee is working an alternative work schedule, and the
employee is given the day off in observance of the holiday, the
employee is entitled to HDP only for the standard number of
work day hours (7.5 or 8 hours.) associated with the employee'
s representation unit. An employee working a 9.0, 9.5 or 10.0
alternative work plan and wishing to take "HDP" the entire
shift must account for all (9.0, 9.5 or 10.0) hours by
supplementing the 7.5 or 8 hours of HDP with some other form
of paid or unpaid leave (i.e., CTU comp time off or ANP
authorized leave without pay).
-

-

3.

Vacation, Sick, or Death Leave
period of any one of these leaves,

-

if

a

holiday

HDP will be

falls within

a

granted for the

holiday.
4.

Other Leave

employee

is

-

on

if

a

leave), the holiday
HDP

or

other

holiday

a

period when the

(other than vacation, sick or death
shall be counted as part of the leave and no

compensation
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EXHIBIT

A

22 Mar 00

OAKLAND POLICE DEPARTMENT
5.

Rev.

D-8

DEPARTMENTAL GENERAL ORDER

Holiday Duty on Regular Work Day. If a holiday falls on an
employee's regular work day, the employee shall be granted
7.5 or 8 hours of pay or accrued compensatory time plus 1.5
times of base pay or 1.5 times Of hours worked of accrued
compensatory time. For employees working an alternative

(4/10) work plan,
on a

6.

straight

the

remaining hours

of the shift shall be

paid

time basis.

Holiday on Regular Day Off. if a holiday falls on an
employee'sfirst regular day off, the employee shall receive
one day's vacation credit (7.5 or 8 hours). if the holiday falls
on an employee's second or third regular day off, the
employee shall receive time off for the following work day. if
the employee is required to work on a regular day off, the
employee shall be granted 7.5 or 8 hours of pay or accrued
compensatory time plus L5 times of base pay or 1.5 times of
hours worked of accrued compensatory time.

7.

employee's regular work schedule,
the employee shall be entitled to paid time off for one-half of
the work shift (3.75 or 4 hours) on both days or paid time off
for one full work shift (7.5 or 8 hours) on either day. If the
employee is required to work instead of receiving time off, the
employee shall receive 1.5 times base pay or 1.5 times of hours
if 24 and 31 Dec fall

on an

worked of accrued compensatory time. In the event an
employee is required to work on only one of the days (either

Dec), the employee shall receive straight pay plus
compensatory time equal to the number of hours worked.
24

or

31

EMPLOYEES' FLOATING HOLIDAY
A.

Entitlement and Selection of Floating

Holiday

employee is entitled to one floating holiday per fiscal
year. Eligibility to take a floating holiday commences upon
employment with the Department. Employees must take
their floating holiday during the fiscal year it is earned or
Each

lose it.
2.

employee shall select a regular work day of his/her
choice as a floating holiday with the approval of the employee'

Each
s

Page 4
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unit commander.
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Rev.
22 Mar 00

OAKLAND POLICE DEPARTMENT

III.

PERSONNEL SECTION
It is the

responsibility

of the Personnel Section to

accurate for all members and
on

lv.

employees

ensure

holiday reporting is

transferred to the Personnel Section

extended leave status.

ACCOUNTING SECTION

responsibility of the Accounting
reported on the timesheets.
It is the

Section to process the

holiday

hours

By order of

Richard L. Word
Chief of Police
G051/D-8
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EXHIBIT C
ASSUMPTIONS FOR ANALYSIS
Below are our assumptions in the analysis of Active Oakland Police Holiday Base Pay and
Holiday Pay for FY 2014/2015 through FY 2016/2017.
A. HDS Holiday OT taken in pay were converted to regular hours by multiplying by a factor
of 1 ½ hrs for every hour worked.
B. SOH Holiday OT taken in compensatory time (banked) was converted to regular hours
by multiplying by a factor of 1 ½ hrs for every hour worked.
C. For the averages on the summary sheets, we excluded individual officers who were
credited with a total of less than or equal to 2080 hours for the year.
D. We also excluded officers who worked an 84-hour shift the entire year.
E. The analysis is for REP bargaining unit PP1 represented by the OPOA (Oakland Police
Officers Association) comprised of sworn police ranks below captain.
F. Pay Elements INCLUDED
ADSO Sworn Administrative
Leave
FMLA Sick Taken

CTU Sworn CT Taken

FDL Sworn Death Lv

FMLA Comp Time Taken

FMLA Vacation Taken

HDP Holiday

HOL Holiday Police

REG Sworn Earnings

SCK Sick Leave Taken

MSW SWN Mod Duty
Work
SOH Hol Comp Time
Sworn

FMLA Comp Day
Taken
HDS Holiday
Sworn
VAC Vacation Lv
Taken
HCT Comp Time
Hol Straight

G. Pay Elements EXCLUDED: All Workers Compensation, Leave Without Pay, and Special

Leave hours are excluded from the spreadsheet. In addition, staff excluded all premium
pays, not included in Base Pay, with the exception of Holiday Pay.
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MEMORANDUM OF UNDERSTANDING
Between
CITY OF OAKLAND
and
OAKLAND POLICE OFFICERS' ASSOCIATION

Effective July 1, 2015 through June 30, 2019
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MEMORANDUM OF UNDERSTANDING between CITY OF OAKLAND and OAKLAND POLICE OFFICERS' ASSOCIATION.,.
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EXHIBIT D

does not elect to continue coverage during military leave, the employee retains the right
to be reinstated to the City's health insurance plan when the employee is reemployed.
Any bargaining unit member, who has completed one full year of service with the
department, or one full year of service with OPD and active military service combined,
shall be entitled to receive his or her salary for the first 300 hours of a military leave
period.
Military pay shall not exceed 300 hours in any one fiscal year.
An employee may elect to use accrued vacation time or personal time off in lieu
of unpaid leave for the portion of military leave which is paid. The period of city
compensation for military which is unpaid. The period of city compensation for military
may be extended by resolution of the city council. This provision shall be governed by
Oakland City Council Resolution #77044, Attachment 4, in the absence of specific
provisions set forth in this section.

F.

Family Care and Medical Leave

The City's Family and Medical Leave policy is set forth in the City's
Administrative Instruction No. 567 as may be amended from time to time.
This provision is not subject to the MOU grievance procedure.

G.

Holidays
1.

Designated Holidays

The following days are designated as holidays:
January 1st.
The third Monday in January, known as "Martin Luther King Day."
February 12th, known as "Lincoln Day".
The third Monday in February.
The last Monday in May.
July 4th.
The first Monday in September known as "Labor Day"
September 9th, known as "Admission Day."
November 11th, known as "Veterans Day".
The Thursday in November appointed as "Thanksgiving Day".

22
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EXHIBIT D

The Friday after Thanksgiving.
December 25th
The Chief or designee shall determine which positions shall be filled on each
designated holiday. However, all officers assigned to Patrol shall report to work on any
holiday which falls on one of their regularly assigned work days unless the officer has
the day off through the holiday or vacation draw.
2.

Floating Holiday

In addition to such compensatory leave as may be earned by an employee
pursuant to Article Ill, Section E, hereof, City agrees to credit each employee with eight
(8) hours compensatory leave for each year this Agreement is in effect. Said
compensatory leave shall be credited to each employee's record at the beginning of the
City's fiscal year. An employee whose employment with the City terminates during the
fiscal year shall be paid termination pay, in accordance with established City
procedures, for his/her accrued compensatory leave, less the said eight (8) hours,
unless he/she first uses all compensatory leave on the books after said eight (8) hours
is credited and subsequently earns additional compensatory leave.
3.

Holiday Pay

All qualifying bargaining unit employees will be paid straight time for the full
length of their regularly scheduled shift for each holiday as designated in Article VI
Section G. In order to qualify for receipt of compensation for a designated holiday, a
unit member must be in paid status the work day before and the work day after the
designated holiday.
Pursuant to Article Ill, Section E, in addition to the straight-time holiday pay, if the
holiday is worked, the employee shall be paid for all hours worked at the overtime rate
of time and one-half (1.5). If the holiday is not worked because of a regular day off, or
by employer request, employee will be paid holiday pay at the straight time rate. In the
event that a holiday falls on a member's day off, the member may take the holiday in
pay or comp time at straight time, at his/her election.

ARTICLE VII

ALLOWANCES

A. Uniform Allowance
1. Initial Uniform Allowance

The City agrees to provide to an employee covered by this Memorandum, at the
time of employment, an initial uniform allowance of four hundred dollars ($400.00).

23
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EXHIBIT E

not elect to continue coverage during military leave, the employee retains the
right to be reinstated to the City's health insurance plan when the employee is
reemployed.
Although the USERRA does not require that the City pay an employee during a
military leave of absence, pursuant to state law, the City will compensate
employees for up to thirty (30) calendar days of paid military leave, at the normal
base rate of pay for the employee's assigned classification, for each fiscal year
the employee is formally ordered to active military service, so long as the
employee has completed a minimum of one year of service with the City or one
full year of combined active military service and City service at the time the leave
is granted. (Cal. Mil. & Vet. Code section 389 et. seq.) An employee may elect
to use accrued vacation time or personal time off in lieu of unpaid leave for the
portion of military leave which is unpaid. The period of city compensation for
military may be extended by resolution of the city council. This provision shall be
governed by Oakland City Council Resolution #77044, Attachment 1, in the
absence of specific provisions set forth in this section.

G.

Family Care and Medical Leave

The City's Family and Medical Leave policy is set forth in the City's
Administrative Instruction No. 567 as may be amended from time to time. This
provision is not subject to the MOU grievance procedure.

H.

Holidays
Designated Holidays

1.

The following days are designated as holidays:
January 1st.
The third Monday in January, known as "Martin Luther King Day."
February 12th, known as "Lincoln Day".
The third Monday in February.
The last Monday in May.
July 4th.
The first Monday in September, known as Labor Day
September 9th, known as "Admission Day."
November 11th, known as "Veterans Day".
The Thursday in November appointed as "Thanksgiving Day".
The Friday after Thanksgiving.
12
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December 25th.

2.

Floating Holiday

The City agrees to credit each employee with eight (8) hours of compensatory
leave at the beginning of each year this MOU is in effect.

3.

Holiday Pay

All bargaining unit members will be paid eight (8) hours of straight time for each
holiday as defined in Article VII Section H.
In addition to the straight-time holiday pay, if the member works on the holiday,
the employee shall accrue one hour of extra vacation for every hour worked on a
holiday.

ARTICLE VIII ALLOWANCES
A.

Annual Uniform Allowance

Effective the first pay period after July 1, 2008, the City shall provide an annual
uniform allowance of eight hundred dollars ($800.00) to represented employees
covered by this Memorandum.
In the event that an employee separates from City service, for whatever cause
(except in the case of death resulting from on-the-job injury), during the fiscal
year for which the annual uniform allowance has been paid, such payment shall
be adjusted on a pro rata basis in relationship to the period of service in the final
fiscal year of employment.
The annual Uniform Allowance shall be paid in combination with Longevity
Premium Pay, as a separate check.

B.

Uniform Boots

An employee who becomes regularly assigned as a motorcycle officer after the
effective date of this MOU shall receive one pair of approved boots which shall
meet specifications set forth in the pertinent Police Department General Order.

C.

Body Armor

Employees who elect to purchase body armor in-lieu-of standard City issued
body armor shall receive a voucher for the cost of standard City issued body
armor provided however that all body armor worn by employees and eligible for
reimbursement under this provision must meet minimum safety requirements set
13
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This provision is not subject to the MOU grievance procedure.
G.

Holidays
1.

Designated Holidays

The following days are designated as holidays:
January 1st.
The third Monday in January, known as "Martin Luther King Day."
February 12th, known as "Lincoln Day".
The third Monday in February.
The last Monday in May.
July 4th.
The first Monday in September.
September 9th, known as "Admission Day."
November 11th, known as "Veterans Day".
The Thursday in November appointed as "Thanksgiving Day".
The Friday after Thanksgiving.
December 25th
The Chief or designee shall determine which positions shall be filled on each
designated holiday. However, all officers assigned to Patrol shall report to work on any
holiday which falls on one of their regularly assigned work days unless the officer has
the day off through the holiday or vacation draw.
For Fiscal Years 2012/2013, 2013/2014, and 2014/2015 employees shall receive
no additional holiday pay for September 9th, known as “Admission Day.” Employees
who work Admission Day will receive straight time pay. Those employees who do not
work Admission Day will not receive holiday compensation.
2.

Floating Holiday

In addition to such compensatory leave as may be earned by an employee
pursuant to Article III, Section E, hereof, City agrees to credit each employee with eight
(8) hours compensatory leave for each year this Agreement is in effect. Said
compensatory leave shall be credited to each employee's record at the beginning of the
City’s fiscal year. An employee whose employment with the City terminates during the
21
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fiscal year shall be paid termination pay, in accordance with established City
procedures, for his/her accrued compensatory leave, less the said eight (8) hours,
unless he/she first uses all compensatory leave on the books after said eight (8) hours
is credited and subsequently earns additional compensatory leave.
For Fiscal Years 2012/2013, 2013/2014, and 2014/2015 employees shall receive
no credit of eight (8) hours of compensatory time at the beginning of each fiscal year.
3.

Holiday Pay

All qualifying bargaining unit employees will be paid straight time for the full
length of their regularly scheduled shift for each holiday as designated in Article VI
Section G. In order to qualify for receipt of compensation for a designated holiday, a
unit member must be in paid status the work day before and the work day after the
designated holiday.
Pursuant to Article III, Section E, in addition to the straight-time holiday pay, if the
holiday is worked, the employee shall be paid for all hours worked at the overtime rate
of time and one-half (1.5). If the holiday is not worked because of a regular day off, or
by employer request, employee will be paid holiday pay at the straight time rate. In the
event that a holiday falls on a member’s day off, the member may take the holiday in
pay or comp time at straight time, at his/her election.
4.

Unpaid Holidays During FY 2009-2010, 2010-2011, and 2011-2012

For six holidays in the three fiscal years cited above, employees shall receive no
pay for holidays that are not worked and shall only receive straight time pay for holidays
that are worked.
The six unpaid holidays shall be designated by the Chief of Police after
consultation with the Union.
This provision shall not preclude members from receiving overtime when working
a holiday if the total hours worked in the pay period otherwise qualify the individual
member for overtime.
This entire provision (VII.H.4) will expire on June 30, 2012.
ARTICLE VII ALLOWANCES
A.

Uniform Allowance
1.

Initial Uniform Allowance

The City agrees to provide to an employee covered by this Memorandum, at the
time of employment, an initial uniform allowance of four hundred dollars ($400.00).

22
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EFFECTIVE JULY 1, 2006 THROUGH JUNE 30, 2015

APPENDIX 1 - 10/31/2018

MEMORANDUM OF UNDERSTANDING
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CITY OF OAKLAND
and
OAKLAND POLICE MANAGEMENT ASSOCIATION
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EXHIBIT G
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1.

With certain exceptions, the cumulative leave must not have exceeded five

years;
2.
The employee must have provided proper advance notice to the City of the
employee’s military service;
3.
The employee must report back to work or submit an application for
reemployment in a timely manner after conclusion of military service; and
4.
The employee must not have been separated from military service with a
disqualifying discharge or under other than honorable conditions.
If an employee is eligible to be reemployed, the employee must be restored to the job and
benefits the employee would have attained if the employee had not been absent due to
military service. An employee taking military leave retains all of his/her seniority-based
benefits as if continuously employed. The employee returning from military leave is also
entitled to pension benefits as if continuously employed throughout the leave period.
During a leave for military service, an employee has the right to elect to continue his/her
existing health insurance plan for up to 24 months. If the employee does not elect to
continue coverage during military leave, the employee retains the right to be reinstated to the
City’s health insurance plan when the employee is reemployed.
Although the USERRA does not require that the City pay an employee during a military
leave of absence, pursuant to state law, the City will compensate employees for up to thirty
(30) calendar days of paid military leave, at the normal base rate of pay for the employee’s
assigned classification, for each fiscal year the employee is formally ordered to active military
service, so long as the employee has completed a minimum of one year of service with the
City or one full year of combined active military service and City service at the time the leave
is granted. (Cal. Mil. & Vet. Code section 389 et. seq.) An employee may elect to use
accrued vacation time or personal time off in lieu of unpaid leave for the portion of military
leave which is unpaid. The period of city compensation for military may be extended by
resolution of the city council.
G.

Family Care and Medical Leave

The City’s Family and Medical Leave policy is set forth in the City’s Administrative Instruction
No. 567 as may be amended from time to time. This provision is not subject to the MOU
grievance procedure.
H.

Holidays
1.

Designated Holidays

The following days are designated as holidays:
January 1st.
9
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The third Monday in January, known as "Martin Luther King Day."
February 12th, known as "Lincoln Day".
The third Monday in February.
The last Monday in May.
July 4th.
The first Monday in September.
September 9th, known as "Admission Day."
November 11th, known as "Veterans Day".
The Thursday in November appointed as "Thanksgiving Day".
The Friday after Thanksgiving.
December 25th.
For Fiscal Years 2012/2013, 2013/2014, and 2014/2015 employees shall receive no
additional holiday pay for September 9th, known as “Admissions Day.” Employees who work
Admissions Day will receive straight time pay. Those employees who do not work Admission
Day will not receive holiday compensation.
2.

Floating Holiday

The City agrees to credit each employee with eight (8) hours of compensatory leave at the
beginning of each year this MOU is in effect.
For Fiscal Years 2012/2013, 2013/2014, and 2014/2015 employees shall receive no credit of
eight (8) hours of compensatory time a the beginning of each fiscal year.
3.

Holiday Pay

All bargaining unit members will be paid eight (8) hours of straight time for each holiday as
defined in Article VII Section H.
4.

Unpaid Holidays During FY 2009-2010, 2010-2011, and 2011-2012

For six holidays in the three fiscal years cited above, employees shall receive no pay for
holidays that are not worked and shall only receive straight time pay for holidays that are
worked.
The six unpaid holidays shall be designated by the Chief of Police after consultation with the
Union.
This entire provision (VII.H.4) will expire on June 30, 2012.
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CITY OF OAKLAND

A

GEN DA REPORT

TO: Oakland Police and Fire

FROM:

Katano Kasaine

Retirement Board
SUBJECT:

Receive responses to October 25, 2017
Staff Agenda Report Regarding
Calculation of Police Retiree Holiday Pay
Benefits

DATE: November 20, 2017

SUMMARY

On October 25, 2017, the PFRS Board received and considered a report from PFRS staff
"Analysis Comparing The Current Method of Calculating PFRS Police Retiree Holiday Pay
Benefits Against the Holiday Pay Received by Active Police Officers During The Last Three
Fiscal Years." The item is still under consideration by the Board. Two written comments have
been received, and are attached here.

BACKGROUND
At the October 25, 2017 PFRS Board meeting, staff presented an Agenda Report which provided
an analysis comparing the current method of calculating PFRS police retiree holiday pay benefits
against the holiday pay received by active police officers during the last three fiscal years. Public
Speaker Sarah Grossman-Swenson, Attorney for the Retired Oakland Police Officers'
Association (ROPOA), stated she would provide comments to this report sometime following the
October 25, 2017 meeting. On November 15, 2017 Staff received a "Response dated November
15, 2017" (Attachment 1) from Ms. Grossman-Swenson for submission to the PFRS Board.
Additionally, PFRS Board Member Robert J. Muszar submitted a memorandum dated November
15, 2017 (Attachment 2) on this subject and asked that it be published to the PFRS Board as
part of the November 29, 2017 Board Meeting agenda.

Agenda Item

B
PFRS Board Meeting
November 29, 2017
APPENDIX 2 - 10/31/2018

Board of Administration, Oakland Police and Fire Retirement System
Subject: Receive responses to October 25, 2017 Staff Agenda Report Regarding
Calculation of Police Retiree Holiday Pay Benefits
Date: November 20, 2017

Page 2

RECOMMENDATION
That the PFRS Board accept Attachment #1 and Attachment #2 into the record of its ongoing
consideration of the current method of calculating PFRS police retiree holiday pay benefits
against the holiday pay received by active police officers during the last three fiscal years.

Respectfully submitted,

KfA-!r

~W'

atano asame, Pl an
mimstrator
Oakland Police and Fire Retirement System
Attachments (2):
1.

Response dated November 15, 2017 from Retired Oakland Police Officers Association & Petitioners
to October 16, 2017 PFRS Agenda Report on Holiday Pay

2.

Memorandum from PFRS Board Member Robert J. Muszar dated November 15, 2017 regarding the
Calculation of Holiday Pay and Holiday Premium Pay for Active Members of the Police Department
and Holiday Premium Pay for PFRS Police Retirees and Widows.
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November 29, 2017
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ATTACHMENT 1
(to the 11/20/17 Agenda Report)
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McCRACKEN, STEMERMAN & HOLSBERRY, LLP
Counselors and Attorneys at Law

November 15, 2017
San Francisco

Via E-Mail (DLow@oaklandnet.com) and U.S. Mail
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Oakland Police and F ire Retirement System Board
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Re:
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Response from Retired Oakland Police Officers Association
& Petitioners to October 16, 2017 PFRS Agenda Report on
Holiday Pay
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Dear Oakland Police and F ire Retirement System Board:

ANV

CA NC

Barber CA NJ

Retired Oakland Police Officers Association (“ROPOA”), Ronald B.
Gunar, Ned S. Ubben, Raymond T. Miller, Robert L. Aven, and Nita G.
Balousek (“Petitioners”), hereby submit this response to the PFRS Staff
Report from October 16. 2017.

K mberrey C Webe’ CA. N]

Summary of Material Facts
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Compensation Attached to the Rank

As you know, PFRS is a fluctuating pension system: under the Charter,
retirement benefits are calculated as a fraction of the amount of compensation
paid to active police officers of the same rank—known as compensation
“attached to the rank.” The purpose of a fluctuating system is to maintain a
standard of living and equality of position between the retired and active
officers.
The Charter sets PFRS pensions at a fixed fraction of “compensation
attached to the average rank held.” (Charter § 260$.) Compensation, as
defined in the Charter, is the “monthly remuneration payable in cash, by the
City.. but excluding remuneration paid for overtime and for special details
(Charter § 2607.) Whether compensation is “attached to
‘
or assignments
the average rank” is based on the compensation paid to active sworn peace
officers (“actives”), and is determined by the City’s actual pay practices for
actives, including but not limited to as provided for in the Memoranda of
Understanding (“MOU5”) between the City and the Oakland Police Officers
Association. (City of Oakland v. Oakland Police & fire Retirement Sj’s.
(2014) 224 Cal.App.4th 210, 231, 217 [“OPfRS”J.)
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Holiday Pay Based on 10-Hour Days

2.

All officers in all ranks, Police Officer through Deputy Chief, receive holiday pay.
The July 1, 2006-June 30, 2015 MOU provided that active officers in patrol could no longer
work an 8-hour day: they were required to work at least 10-hour days. Accordingly, their
holiday pay (for working or not working on a holiday) was calculated based on a 10-hour day
or 12-hour day. Similarly, the 2015-19 MOU also requires officers to work at least a 10-hour
day; again, holiday pay for active officers in patrol and others working 10- or 12-hour shifts
is also calculated based on a 10- or 12-hour day. At issue in the court case is the PFRS
Board’s (“Board’s”) failure to include holiday premium pay in retirement allowances paid to
all similarly-situated retirees based on a 10-hour day.
The MOUs require that all officers be paid for twelve holidays per year at “straight
time” (their regular rate of pay or regular holiday pay) regardless of whether or not they are
working. (2006-15 & 20 15-19 MOUs, art. V1.G.3.) This pay is referred to as “holiday pay.”
Active officers are also paid holiday premium pay in addition to their regular holiday pay.
When an active officer works on a holiday, holiday premium pay is paid in addition to the
regular pay at the rate of time-and-one-half. (2006-15 & 2015-19 MOUs, art. Vl.G.3.) The
20 15-19 MOU describe this practice as follows: “in addition to the straight-time holiday pay,
if the holiday is worked, the officer shall be paid for all hours worked at the overtime rate of
time and one-half (1.5). If the holiday is not worked because of a regular day off; or by
employer request, the officer wifl be paid holiday pay at the straight time rate. In the event
that a holiday falls on an officer’s day off, the officer may take the holiday in pay or comp
time at straight time, at his/her election.” (20 15-19 MOU, art. VI.G.3.) The 2006-15 MOU
uses identical language, except that it uses the words “employee” or “member” in place of
“officer.” (2006-15 MOU, art. VI.G.3.)
3.

Board Determination that Holiday Pay Based on 12-Hour Day Attached
to Rank for One Retiree

In November 2013, the Board determined that holiday pay based on a 12-hour day
was compensation “attached to the rank” for one active PFRS member who was in the
process of retiring, and determined that holiday pay based on a 12-hour day should be
included in calculating that retiree’s benefits. A resolution was adopted by the Board that
held, in a 6-0 vote, with one abstention, that “Holiday Pay retirement allowance shall be
based on
twelve hours per holiday.” (PFRS Resolution No. 6776, Nov. 13, 2013.)
...

Despite requests from ROPOA on behalf of Petitioners and other retirees, the Board
refused to award holiday pay based on a 10- or 12-hour day to all other similarly-situated
PFRS retirees and beneficiaries. Indeed, the Board flatly refused to address the issue.
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Legal Analysis
A.

Pension provisions must be liberally construed in favor of pensioners.

Retirees have contractual rights in their pensions, which are protected by the
California Constitution, and benefits may not be changed to their detriment. Under the
California Constitution, “the duty of a public retirement board ‘to its participants and their
beneficiaries shall take precedence over any other duty,’ including minimizing employment
contributions and defraying administrative costs.” (Id. [citing Cal. Const., an. XVI, § 17,
subd. (b)].) Pension provisions must be liberally construed in favor of the pensioners, and
benefits provisions must be applied “fairly and broadly.” (Eichetherger v. City ofBerkeley
(1956) 46 Cal.2d 182, 188.) A “retired employee has a contractual right, protected by
constitutional guarantees, in a pension
and such benefits may not be changed to [that
employee’s] detriment.” (OPFRS, 224 Cal.App.4th at pp. 226-27 [alteration in original]
[citing Dunham v. City of3erkelev (1970)7 Cal.App.3d 508, 513].)
...‘

Although fluctuating pension plans like PFRS are not static, their purpose is to
“guarantee the pensioner a fairly constant standard of living despite inflation,” (Kreeft v. City
of Oakland (1998) 68 Cal.App.4th 46, 54) and to “maintain equality of position between the
retired member and the members currently holding the rank the pensioner attained before
retirement.” (OFFRS, supra, 224 Cal.App.4th at p. 227.) Accordingly, California courts
have repeatedly held that cities with fluctuating retirement systems, such as Oakland’s PfRS,
may not escape from their promises to pay retirement benefits.
B.

Where a court can determine whether a retiree met the criteria necessary
to receive premium pay, that pay attaches to the rank.

Construing the Oakland City Charter, courts have repeatedly determined that where a
“court [can] determine whether the retired plaintiff met the criteria necessary to receive the
additional pay,” that pay attaches to the rank. (Kreeft, supra, 68 Cal.App.4th at pp. 60-6 1;
see also OFFRS, supra, 224 Cal.App.4th at pp. 23 1-33 & fn. 12 [PFRS holiday premium pay
attached to the rank] [citing Buck v. City of Oakland (Aug. 25, 1971, 1 Civ. 28402) (nonpub.
op.) (same)]; OFFRS, supra, 224 Cal.App.4th at pp. 222 & 240 [PFRS “line-up pay,” extra
pay for working in patrol, was judicially determined to be attached to the rank; “any PFRS
retiree who had been assigned to patrol
at any time during the final three years of
employment was given credit for ‘the amount of line-up pay received by active police
officers similarly assigned.”] [citing Area v. City of Oakland (Super. Ct. Alameda County,
1984, No. 5 79832-8) (“Area T’)].
...

Retirement systems must pass along pay increases to retirees even when those
increases are based on new, non-rank-specific criteria. (See, e.g., Abbott v. City ofLos
Angeles (1960) 178 Cal.App.2d 204, 214-15 [“merit” and “longevity” bonuses attached to
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the rank]; City ofLong Beach v. Allen (1956) 143 Cal.App.2d 35 [new salary ordinance
providing for “merit” increases to be given only on recommendation of the chief of police
must be awarded to retirees even though they had retired prior to the adoption of the
ordinance and could not comply with the merit evaluation]; Estes v. City ofRichmond (1967)
249 Cal.App.2d 538, 541, 546 [“hazardous duty pay” for completing one “tour of duty” each
month was attached to the rank]; Dunham, supra, 7 Cal.App.3d at pp. 512, 515 [new
incentive program for training was a “system of general pay raises” and thus compensation
attached to the rank, because retirees “performed the services, including training, required of
them; they are entitled to their deferred compensation
based on the benefits now received
by their active counterparts”].) To provide otherwise would allow municipalities to escape
their promises to pay retirees based on the compensation due to actives.
...

C.

Holiday premium pay is attached to the rank.

F or more than 45 years, the holiday premium pay earned by Oakland police officers
for working on holidays has been held to be “compensation attached to the rank” under the
City’s Charter and must therefore be included in calculating retirees’ pensions. (OPFRS, 224
Cal.App.4th at pp. 222, 231-33, fn. l3uck v. City of Oakland (Cal.Ct.App. 1971, No. 1-Civ2 8402) [nonpub. Opn.]; Oakland Police & Fire Retirement Association v. City of Oakland
(Alameda Sup. Ct. 1996, No. 763859-0) [nonpub. opn.].)
By its nature, police work does not pause for holidays— “[b]eing subject to working
on holidays as regular work days is normal for police officers.” (City offremont v. 3d. of
Admin. of the PERS (1989) 214 Cal.App.4th 1026, 1031.) When officers are scheduled to
work on a holiday, they do not have discretion on whether to work or not. If they want the
day off, they are required to request and receive permission from their superior officer—and
such permission is rarely granted. Retired police officers who are now collecting pensions
regularly worked holidays while they were active and made contributions to PFRS based on
the premium pay they received for this hardship. Current, active police officers regularly
work holidays and earn premium pay for doing so. They also receive holiday pay when they
do not work on holidays. (See 2006-15 & 2015-19 MOUs, art. art. VI.G.3.)
Because active police officers are regularly scheduled to work on holidays—and have
no discretion on whether to take those days off—the holiday premium pay that they receive
for this hardship is “compensation attached to the rank.” It “adhere[s] to the rank, as an
appertaining quality or circumstance.” (Kreeft, supra, 6$ Cal.App.4th at p. 57.) An active
police officer is entitled to holiday premium pay not based on “his individual efforts over and
above what are required to obtain the rank” but rather in the normal course of his scheduled
work. Holiday premium pay is no different from other forms of variable pay that courts have
held to “attach” to a rank for pension purposes. (See, e.g., Abbott v. City ofLos Angeles
(1960) 17$ Cal.App.2d 204, 213-214 [longevity and merit pay attached to the rank, even
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though not all members of the rank were entitled to them, and even though retirees entitled to
varying amounts of the pay].)
As this Court recognized in Kreeft, the term “compensation attached to the rank” is
ambiguous. Given the Charter’s ambiguous language—and the consistent, forty-five year
practice of paying holiday premium pay as if retirees worked the holiday, the Board is
obligated to interpret the phrase in the manner most favorable to the pensioners. (Rose,
supra, 126 Cal.App.3d at p. 940 [“If an ambiguity or uncertainty exists, the foregoing
statutory provisions are to be construed in favor of the pensioner.”]; City of Oakland, supra,
95 Cal.App.4th at p. 39 [pension “laws are to be interpreted in favor of the employee or
beneficiary when a semantic ambiguity is presented by the statute at issue”].)
The Court of Appeal in OFFRS, 224 Cal.App.4th 212, recently described the long
history of holiday premium pay being attached to the rank:
The question of whether holiday pay is ‘compensation attached to rank” for
purposes of calculating PFRS retirement benefits was first addressed
by Division Four of the First Appellate District in 1971 in the case of Buck v.
City of Oakland (Aug. 25, 1971, 1 Civ. 28402) (nonpub. opn.) (Buck).
When Buck was decided, the compensation payable to active members of the
Department was set by salary ordinance. (See Oakland Ord. No. 4817,
amending § 1.19 of Oakland Ord. No. 4727 (the 1971 Ordinance).) With
respect to holiday pay, the 1971 Ordinance provided in relevant part: “Time
worked by any officer or member of the Police Department in excess of 40
hours during any one-week period shall be deemed overtime work; provided,
however, that whenever any legal holiday, as herein designated, shall fall
within any such one-week period, the said officer or member of the Police
Department shall be credited with 8 hours of work in computing said 40 hours
during said one-week period.!t (Ibid.)
...

...

The court went on to determine that remuneration for holiday work did not
constitute overtime and therefore was not excluded from the Charter’s
definition of “compensation.” (Buck, supra, 1 Civ. 28402; see Charter, art.
XXVI, § 2607 [“ [c]ompensation” defined as monthly remuneration excluding
overtime].)
OFFRS, 224 Cal.App.4th at pp. 2 17-18. The Court in Buck held that retirees must be
compensated as if they worked each holiday. The Court explained that after Buck, the City
tried to avoid paying holiday pay to retirees by providing compensatory time off in lieu of
actual holiday pay:
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In the wake of Buck, the City reportedly tried to avoid the inclusion of holiday
pay in PFRS retirement benefits by altering the holiday pay structure for active
members of the Department. Specifically, the Department began giving active
officers compensatory time off in lieu of actual holiday pay. In response to this
change, lawsuits were filed and eventually the City was permanently enjoined
from enforcing any “ordinance, resolution or directive which decreases or
attempts to decrease the holiday pay received by Oakland police officers or
firemen as monthly compensation comprising salary.” (Doan v. City of
Oakland (Super. Ct. Alameda County, 1972, No. 426926) (Doan).) In
addition, the City was ordered to pay active members retroactively for any lost
holiday pay and was directed “to pay the increased retirement allowances
based thereon pursuant to the [Buck] decision.” (Ibid.)
...

Id. at pp. 218-19. The Court went on to explain that subsequent litigation in Area II was
initiated because retirees were being compensated based on 8 hours of premium pay, while
actives were being credited with 12 hours of pay:
Based on the language of the MOU’s, PFR$ retirees only received credit for
eight hours of holiday premium pay in the calculation of their retirement
benefits from 1976 through 1996. In contrast, active members of the
Department received 12 hours of holiday pay during this same period.
Holiday premium pay was again the subject of litigation in 1996.
(See Oakland Police & Fire Retirement Assn. v. City of Oakland (Super. Ct.
Alameda County, 1996, No. 763859) (Area Ii).) Area II was a class action
lawsuit filed on behalf of PFRS retirees and their beneficiaries challenging the
MOU language that excluded retirees from receiving credit for the additional
four hours of holiday pay that was being paid to active members of the
Department. In that case, the City did not contest the holding
in Buck, but argued that the additional four hours of holiday pay was
“overtime” pay and therefore expressly excluded from the calculation of PFRS
retirement benefits. (See Charter, art. XXVI, § 2607 [[c]ompensation”
defined as monthly remuneration excluding overtime].)
Id. at pp. 219-20. After reviewing the relevant case history’, the Court of Appeal again held in
2014 that retirees had to be paid as if they worked the holidays:
Similarly, the inclusion in the 2006-20 15 MOU of express language defining
the rights of active members to certain holiday pay when they do not work on
a holiday has no bearing on active members’ continuing entitlement to receive
extra compensation when they do. Although the amount of remuneration has
changed over the years, for over four decades active members of the
Department have possessed an unbroken right to holiday pay for working on
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holidays. And, based on Buck, PFRS retirees have been entitled
during that
same period
to have such holiday pay included in the calculation of their
retirement allowance.
—

Id. at p. 229.
Accordingly, retirees and beneficiaries must be compensated as if they worked the
holidays.
U.

Compensating retirees as if they worked the holiday, as required by Buck,
entitles them to 18$ hours of holiday pay rather than the current 144
hours they are receiving.
1.

Retirees’ holiday pay should be based on the 10-hour and 12-hour
shifts worked by actives.

Active officers working in patrol are required to work a 4/10 schedule, meaning that
they work at least 10 hours per shift rather than 8 hours per shift. A substantial number of
officers, including patrol officers, work 12-hour shifts.’ Accordingly, when actives receive
holiday premium pay for working on a holiday, they receive 10 hours at I .5x pay, or 15
hours of pay, or 12 hours at 1.5x, or ij
sQfpa, respectively. (When they do not work
on a holiday, they receive 10-12 hours of holiday pay.)2
however, despite the fact that actives are now being paid holiday pay based on 10hour or 12-hour days, retirees are still being paid based on 8-hour days, so they are receiving
just jiiofja per holiday. Instead, pursuant to Buck, they should be paid as if they
worked the holiday:
o
o

12 holidays x 15 hours for holidays worked
floating holiday = $ hours3

=

180 hours

The City’s own numbers suggest that approximately 10% of active police work 12-hour
shifts.
means that even if an active officer didn’t work any holidays—extremely unlikely
unless they were out on leave—they would still receive 120-144 hours of holiday pay.
Contrary to the assertion in the PFRS Staff Report, holiday pay that is paid when actives do
work a holiday is not paid in liett of base pay; actives do not receive base pay for days on
which they do not work. It is pay in addition to base pay. (See 2006-15 & 20 15-19 MOUs,
art. VI.G.3.)
As the Court held in Doan, supra, Alameda Superior Court Case No. 426926, the City
cannot escape its holiday pay obligations to retirees by providing holiday pay to actives as
“compensatory time off.”
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188 hours of holiday pay
2.

It is not workable to calculate compensation attached to the rank
based on averages.

PFRS Staff have analyzed payroll data based on the total number of hours worked by
active officers, but what is relevant here is pay for holidays. And, in looking at total hours
worked, the Staff Report left out the 10% of active officers who had a base of 2184 hours,
who received 18 hours for each holiday they worked, as 12 hours for each holiday they did
not work, which obviously skews the entire analysis.
PFRS Staff have asserted that active officers work, on average, approximately 6-7
holidays per year. But compensation attached to the rank cannot be reasonably calculated
based on averages: such averages would be a moving target depending on available staffing,
the day of the week the holiday falls on, anticipated or unanticipated workloads, emergency
situations, and other factors. The averages would need to be re-computed on a regular basis
maybe even monthly. This is why, construing the Charter liberally in favor of retirees,
Courts have held for over 45 years that compensation should be based on an assumption that
retirees worked all holidays.

—

Moreover, even if the Board were to accept the premise that holiday premium pay
should be calculated based on the average number of holidays worked by actives, this still
means retirees are owed additional pay according to the City’s own data:
•

If, based on a 10-hour shift, an active officer worked just ha/f of the holidays,
they would receive 158 hours of holiday pay, rather than the 144 hours
received by retirees:
o 6 holidays x 15 hours for holidays worked = 90 hours
o 6 holidays not worked x 10 hours for holidays falling on day off” 60
hours holiday pay
o 8 hours floating holiday

•

If an active officer worked 7 holidays, they would receive 163 hours of
holiday pay, rather than the 144 hours received by retirees:
o 7 holidays x 15 hours for holidays worked = 105 hours
o 5 holidays not worked x 10 hours for holidays falling on day off” 50
hours holiday pay
o 8 hours floating holiday

APPENDIX 2 - 10/31/2018

McCRACKEN, STEMERMAN & HOLSBERRY, LLP
David Low
November 15, 2017
Page 9

Even if the Board finds that holiday pay should be calculated based on the average
number of holidays worked by actives, this still means that retirees are owed additional
compensation.
Figure 1. Hoilday Pay & Holiday Premium Pay for Active Officers
Holiday

January 1

MLK Day
(3rd
Monday in

Lincoln
Day (Feb.
12)

Feb. 3rd
Monday

Holiday
Premium
Pay if
worked
Holiday
Pay if
not
worked

15-18
hours

15-18
hours

15-18
hours

15-18
hours

10-12
hours

10-12
hours

10-12
hours

10-12
hours

Labor
Day (1st
Monday
Sept.)
Holiday
15-18
Premium hours
Pay if
worked
Holiday
10-12
Pay if
hours
not
worked
Holiday

E.

—

Memorial
July 4th
Day (last
Monday
May)
15-18 hours 15-18
hours

10-12 hours

10-12
hours

Sept. 9
(Admission
Day)

November Thanksgiving Friday after
11
(Thurs in
Thanksgiving
(Veterans Nov.)
(Nov.)

Christmas
(Dec. 25)

15-l8hours

15-18
hours

15-l8hours

15-l8hours

15-18
hours

10-l2hours

10-12
hours

10-l2hours

10-l2hours

10-12
hours

Holiday pay should not be changed for captains and deputy chiefs.
1.

PFRS Captain and Deputy Chief Ranks are obsolete and
compensation should be determined by looking at the OPOA
MOU.

Captain of Police (PfRS) and Deputy Chief of Police (PFRS) are obsolete ranks and
compensation attached to those ranks must be calculated in the same maimer as other
obsolete ranks including Chief of Police, Inspector of Police and Director of Police Services.
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Approximately 25 years ago, the PFRS Board decided retirement allowances for
Chiefs of Police, Inspectors of Police and subsequently a Director of Police Services would
henceforth be based on cost of living adjustments and other wage increases received by
members of the Oakland Police Officers Association (OPOA). At that time, every member
of the Oakland Police Department, except the Chief of Police, was a member of and
represented by the OPOA (the Chief was an unrepresented member of the OPOA).
It is, therefore, illogical to base retirement allowances, including holiday and holiday
premium pay, for retired PFRS captains and deputy chiefs on provisions of the Police
Management Association Memorandum of Understanding (PMA MOU) while retired Chiefs
of Police, Inspectors of Police and a Director of Police Services remain attached to the
OPOA MOU. No retired PFRS captain or deputy chief was ever a member of or represented
by the PMA.
furthermore, there is no longer any community of interest between retired and
currently employed captains and deputy chiefs. Many responsibilities of PFRS deputy chiefs
have been transferred to the new rank of Assistant Chief and Ca1PERS captains no longer
regularly work in the field at night or on weekends and holidays, unlike PFRS captains.
Salary and benefit provisions of the PMA MOU reflect current working conditions and
responsibilities.
Retired PFRS captains and deputy chiefs should remain attached to the OPOA MOU
for calculation of retirement allowances.
2.

Even if PFRS relies on the PMA MOU, it is fundamentally unfair
to “cherry pick” the PMA MOU for provisions that are
detrimental to PFRS retirees and ignore those that are of benefit.

It is undisputed that the Police Management Association agreed to modify holiday
and holiday premium pay provisions for Ca1PERS captains and deputy chiefs to reflect
current assignments, working conditions and membership in the Ca1PERS retirement system.
However, it is also undisputed that the PMA received other benefits to offset any loss of
holiday or holiday premium pay.
Specifically:
•

•

Vacation Buy Back 120 Hours: This is a cash benefit payable to all Ca1PERS
captains, deputy chiefs and the Chief of Police and is clearly compensation attached
to the rank. No individual effort is required to obtain this benefit.
Management Leave 15 Days: This is a cash benefit payable to all Ca1PERS
captains, deputy chiefs and the Chief of Police and must be considered compensation
attached to the rank. No individual effort is required to obtain this benefit.
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•

•

POST Management Certificate 5% of pay: It is undisputable that every Ca1PERS
captain and deputy chief has qualified for a POST Management Certificate by virtue
of their tenure in the Department and completion of required training. Every retired
PFRS captain and deputy chief also holds a POST Management Certificate and
should be paid accordingly.
Bachelor’s Degree 5% of pay: While we do not yet have access to supporting data,
it is likely that every Ca1PERS captain and deputy chief holds a bachelor’s degree.
This results in a cash benefit and compensation attached to the rank for PFRS retirees.
—

If the Board decides to modify the historic manner in which holiday and holiday
premium pay is calculated for retired captains and deputy chiefs based on the PMA
MOU, all other PMA cash benefits must be classified as compensation attached to the
rank and paid to retirees.
Conclusion
Retirees should be compensated for holiday premium pay as if they worked the
holiday, and should be awarded 188 hours of holiday pay rather than the current 144 hours.
The PFRS Staff Report calculations do not analyze the hours actually worked and paid on
each holiday, but instead, improperly focus on the average number of hours worked by active
officers each year. Moreover, in calculating averages, the PFRS Staff Report improperly
disregards the 10% of police officers who are paid 18 hours per holiday worked (resulting in
216 hours of holiday pay if all holidays worked, or 180 hours holiday pay even ifjust half of
holidays are worked), obviously skewing the numbers. Even if the Board fails to pay retirees
as if they worked all holidays, and even if the Board determines that retirees should be
compensated as if they are working only 6-7 holidays, retirees are still being
undercompensated. Finally, PFR$ cannot cherry pick provisions from the PMA MOU that
disadvantage retirees while ignoring those provisions that benefit retirees.
We urge the Board to take all necessary steps to compensate retirees and beneficiaries
for 188 hours of holiday pay rather than the 144 hours currently being paid. Thank you for
your time and consideration.
Very truly yours,

Sarah
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ATTACHMENT 2
(to the 11/20/17 Agenda Report)

APPENDIX 2 - 10/31/2018

To:

PFRS Board Via November 29, 2017 Agenda Package
Katano Kasaine, Plan Administrator

From:

Robert J. Muszar, PFRS Board Member

Date:

November 15, 2017

Subject:

October 16, 2017 Agenda Report Related to Alameda County Superior
Court Case No. RG16838274 and the Calculation of Holiday Pay and
Holiday Premium Pay for Active Members of the Police Department and
Holiday Premium Pay for PFRS Police Retirees and Widows.
Introduction

On October 25, 2017 the PFRS Board received an Agenda Report from the System’s Plan
Administrator which was titled An Analysis Comparing The Current Method of Calculating PFRS
Police Retiree Holiday Pay Benefits Against The Holiday Pay Received By Active Police Officers
During the Last Three Fiscal Years. Following that meeting I requested a copy of the data upon
which the Agenda Report was based for just one (1) of the three (3) years covered by the report.
However, the Plan Administrator has refused to provide that information. I also requested a
meeting with the Plan Administrator to discuss what I fear could be some significant unintended
consequences associated with the apparent direction suggested in the Agenda Report. The Plan
Administrator also declined to meet indicating it would be best for me to request information,
address concerns and ask questions through the Board’s meeting processes. The purpose of
this memorandum is to do as the Plan Administrator suggested and to give PFRS Board members
ample opportunity to review these materials prior to the Board’s November 29, 2017 meeting.
Issues before the Board
When the issues raised by: the Retired Oakland Police Officers Association (ROPOA) in its 2014
letter and 2016 Petition for a Writ of Mandate; PFRS outside legal counsel in his 2017 Demurrer;
and, the PFRS Plan Administrator in the August 2015 and October 2017 Agenda Reports are
combined; it appears the following questions are before the Board for possible resolution:


Should police retirees continue to be compensated for holidays as though they had worked
each of the holidays available to active members of the department, or should holiday
pension benefits be paid on some other basis?



Should holiday pension benefits be based on 8, 10 or 12-hour shifts or, perhaps some
average?



Is the Floating Holiday “compensation” and “compensation attached to the average rank
held” for the purposes of calculating pension benefits?



Should Captains and Deputy Chiefs receive pension benefits based on the OPMA MOU
rather than the OPOA MOU or on some other basis?
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Discussion
1. Should police retirees continue to be compensated for holidays as though they had
worked each of the holidays available to active members of the department, or should
holiday pension benefits be paid on some other basis?
For nearly half a century, pursuant to various court decisions and various actions of the PFRS
Board, police and fire1 retirees have been compensated for holidays as though they had
worked each of the holidays available to active members of the respective departments.
The number of holidays available to active members of the Police Department has changed
(including a temporary reduction in holidays) and the rate of holiday premium pay has
changed; but, the practice of compensating retirees as though they had worked each of the
holidays available to active members has been unbroken.
Throughout this time, it also has been universally recognized that not all police officers work
all holidays.
1971. Holiday Pay and Holiday Premium Pay were first determined to be “compensation” and
“compensation attached to the average rank held” in Buck v. City of Oakland (“Buck”), an
unpublished appellate court decision which was decided in August 1971. In examining the
question of holiday premium pay the Buck court wrote:
“According to the salary ordinance, the policeman or fireman who works on a “legal
holiday” which falls during his regular 40-hour work week “shall be credited with 8 hours
of work in computing said 40 hours during said one-week period.” The “credit” does not
amount to “pay” as such; in practice, however, almost every employee so “credited” is paid
his “credit’s” cash equivalent, on a per-hour basis and as a supplement to the monthly
salary paid him for the period of time involved. He is thereby paid, in cash and at
appropriate monthly intervals, “extra compensation” for having worked on a “legal holiday.”
“Accordingly, it [the extra compensation for having worked on a legal holiday] must be
included in the computation of retirement allowances…”
In December 1971, the court ordered the City to comply with Buck and threatened City
representatives with contempt proceedings for any further delays/failures.
1972: In early 1972, in an attempt to avoid the Buck mandate, the City unilaterally eliminated
holiday pay (and uniform allowance) for active members thereby eliminating any prospective
holiday pay to retirees as well. The City’s unilateral actions resulted in the filing of at least two
(2) secondary lawsuits (Doan v City of Oakland and Gray v City of Oakland. In Doan, the City
was permanently enjoined from enforcing any:
…ordinance, resolution or directive which decreases or attempts to decrease holiday
pay…received by Oakland police officers or firemen as “monthly compensation comprising
salary” and “to pay the increased retirement allowances based thereupon pursuant to the
Buck decision.

1

Firefighters now receive Holiday In-Lieu pay rather than compensation for individual holidays. Based on the plain
language of the MOU, it appears that the value of two (2) Floating Holidays may be included.
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1973: The City and the OPOA entered into the first MOU between the parties in 1973. The
one-page document provided in part:
“…Retroactive restoration of holiday pay and uniform allowance, abolished by Council

action, to June 29, 1972; application of Proposition C percentage increase to uniform
allowance and holiday pay effective July 1, 1972, and annually thereafter; computation of
retirement benefits under the Buck Decision upon the holiday pay and uniform allowances
as so adjusted…”. (Emphasis added)

Since 1973, holiday pension benefits have been calculated “under the Buck Decision” and
paid as though retirees had worked each of the holidays available to active members. It is
important to note that holiday pay practices of the Department during this period of time were
essentially the same as they are today. It is perhaps even more important to note that the
City, the PFRS Board and the Buck Court were certainly all aware that not every officer worked
every holiday. Nonetheless, the practice of paying retirees as though they had worked each
of the holidays available to actives went unchallenged until approximately 2010.
1996: In approximately 1976 the City and the OPOA entered into an MOU that increased
holiday premium pay from straight-time to time and one-half. This MOU included contingency
language which excluded PFRS retirees from receiving the additional half-time holiday
premium pay. Thus, active members who did not work the holiday continued to be
compensated at straight time while actives who worked holidays received holiday premium
pay at the rate of 1.5 times base pay which was paid in addition to their regular pay for the
day. PFRS retirees continued to be paid holiday premium pay at the rate of straight time for
each of the holidays available to active members.
In 1996, the Alameda County Superior Court, in Oakland Police and Fire Retirement
Association and Jon Arca vs. City of Oakland et al (“Arca II”), ruled that the above-described
additional holiday premium pay was “compensation” and “compensation attached to the
average rank held” and ordered this higher rate of pay be used to calculate pension benefits.
The court wrote:
“Respondents are compelled in determining and computing the amount of the retirement
allowances due to Petitioners and the class they seek to represent to take all actions
necessary to include as “compensation” and “compensation attached to the average rank
held” the full twelve hours holiday pay received by current Oakland Police Officers… and
to compute and pay such corrected retirement allowance amounts in future years”.
Again, the City, the PFRS Board and the court were all aware that not every officer worked
every holiday. They were equally aware of how holiday benefits for retirees were being
calculated. But again, neither the City nor the PFRS Board argued this point and the court
did nothing to invalidate the existing practice. Instead, the court’s order directing PFRS to
include the “full twelve hours holiday pay received by current Oakland Police Officers” kept
the practice of calculating pension benefits based on all of the holidays available to actives
intact. Thus, following Arca II, retirees continued to be compensated for holidays as though
they had worked each of the holidays available to actives.
2002: In approximately 2002, the City and the OPOA entered into an MOU covering the
period from July 1, 2001 to June 30, 2006. It is believed that this is the first MOU which
incorporated 10-hour shift scheduling in the Department. It is further believed that all
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compensation for holidays, including holiday premium pay, continued to be based on an 8hour workday. I have not been able to locate a copy of the 2001-06 MOU to verify this
information.
2006: Based on a Chronology of Communications which was prepared by the Plan
Administrator and presented to the PFRS Board at its January 26, 2011 meeting, it appears
the City first asserted police retirees were being overcompensated for holidays at the Board’s
April 26, 2006 meeting. In 2006, the Plan Administrator, supported by the deputy city attorney
assigned to the PFRS Board asserted that retirees should be compensated for holidays as
though they had not worked holidays. Later in 2006 the Plan Administrator reported that
research into this issue was continuing and that the matter would be brought back to the Board
at a later date. There is no indication that the issue was discussed following June 2006.
2008: Then in 2008, PFRS implemented the 2008 arbitration award and 2006-2010 MOU
making no changes to how retirees were compensated for holidays. That is, the Board
continued its practice of compensating police retirees as though they had worked each of the
holidays available to active members.
2010: In October 2010 the City Administrator wrote to the PFRS Board asserting that police
retirees/beneficiaries were being overcompensated for holidays. The City Administrator
wrote:
The City of Oakland (“City”) recently determined that for over two years, retired police
officers who are members of the Police and Fire Retirement System (“PFRS”) have been
mistakenly paid for 12 annual holidays at the rate of 2.5 times the regular salary. Under
the relevant MOUs, it should have been paid at a straight time (1.0) for these 12 days.
This effectively increased annual compensated hours of the PFRS police retirees by 144
hours, from the base annual amount of 2,080 hours. City’s records indicate that the
overpayment has been in place since March 11, 2008.
The City Administrator’s letter also indicated the City would be taking unilateral action to
reduce pension benefits prospectively and sought Board direction to recover overpayments.
On November 2, 2010, pursuant to instructions received from the Board, PFRS’ outside legal
counsel wrote to the City Attorney’s Office. Among other things, the letter acknowledged the
Board’s obligation to inquire into the City’s assertions and informed the City Attorney’s Office
of the following:
The Board will place an item on its Audit Committee agenda for its meeting on November
17, 2010 for the purpose of providing the City with the opportunity to make a full factual
and legal showing regarding its contention that an overpayment situation exists with
respect to police holiday pay. The City’s submission to PFRS must be made by Tuesday,
November 9 at 2 PM to ensure its inclusion in the agenda materials in compliance with
the City’s Sunshine Ordinance.
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Following the Audit Committee’s consideration of the City’s arguments, this issue will then
be continued to the Committee’s next meeting (tentatively scheduled for December 15 but
subject to change), to give affected retirees the opportunity to respond to the City’s
contentions. Either at that meeting or its next meeting, the Audit committee will make a
recommendation to the full Board for a determination.
On November 8, 2010 outside counsel for the City responded disagreeing with the legal
contentions expressed by PFRS’ counsel, agreeing to participate in further dialogue with the
Board “along the general lines you outline in your letter” and representing the following:
The City will present two items for the Audit Committee agenda for its meeting on
November 17, 2010:
1) An explanation of the overpayment, how it arose and the methodology for prospective
correction. The City will be available to respond to questions from the Board with
regards to prospective correction, and will be requesting the Board’s concurrence on
an expedited basis.
2) A request for Board action on the manner and method of recovery of past
overpayments, with a recommendation of deductions from future payments.
Also on November 8, 2010, the ROPOA wrote to the Board essentially agreeing with the
procedural recommendations expressed by PFRS legal counsel in the November 2, 2010
letter.
On November 9, 2010, the City provided the Board with a package of written materials further
explaining and in support of its position that retirees should be compensated as though they
had taken the day off on each of the holidays available to actives officers. The City provided
oral argument in support of its position to the Audit/Operations Committee and the full Board
on November 17, 2010.
2011: On January 14, 2011, the ROPOA provided lengthy written materials in support of its
position that retirees were being correctly compensated as though they had worked each of
the holidays available to active officers. The ROPOA provided oral argument in support of its
position to the Audit/Operations Committee and the full Board on January 26, 2011.
The City provided oral argument in rebuttal to the ROPOA’s position to the Audit/Operations
Committee and the full Board on January 26, 2011 as well. At the conclusion of oral
arguments, both the ROPOA and the City agreed that the matter was “submitted”. The Board
then unanimously adopted a motion directing PFRS outside legal counsel to provide the Board
an advice letter “for action on this Police Holiday Pay matter”.
Thereafter, PFRS outside legal counsel prepared a 10-page advice letter which was
presented to the PFRS board on March 3, 2011 indicating the following: “We have reviewed
and considered all of the information provided by both the City and the ROPOA in evaluating
the issues and in providing our advice to the Board”. PFRS outside legal counsel opined as
follows:
We have determined above that the 2008 Arbitration Award and the resulting 2006-2010
MOU did not change the payment of holiday premium pay for active sworn personnel.
Since the City’s argument that an overpayment for retired police personnel and their
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beneficiaries was predicated on the assertion that the Award/MOU changed an existing
practice for active personnel, their position fails. Even if the City had been correct in its
assertion that there was a change in practice in 2008 that limited the payment of holiday
premium pay to active sworn police personnel only to days actually worked, case law
specifically applicable to PFRS and generally applicable to fluctuating pension systems
demonstrate that holiday premium pay, even if only paid to active employees who actually
work the holiday, is never the less compensation attached to the rank for retirement
purposes. (Emphasis added)
Later in this opinion letter when referring to Buck, outside counsel wrote:
It is clear from the above that Buck stands for the proposition the extra compensation paid
to active police officers for actually working a holiday constitutes compensation attached
to the rank for retirement purposes even though, by definition, retired police officers do not
work on holidays. As such, Buck stands in direct contrast to City’s position that because
retirees don’t work holidays they are not entitled to have holiday premium pay treated as
compensation attached to the rank. In accord is the minute order in the Arca case
provided by ROPOA, which compels the treatment of the 12 hours of holiday premium pay
as “compensation attached to the average rank held” for purposes of the calculation of
retirement allowances.
Following outside counsel’s presentation of the above-described opinion letter and after
having received the written materials and oral arguments provided by both the City and the
ROPOA over the course of several meetings the Board, by majority vote, determined there
had been no overpayment and directed outside counsel to prepare a resolution consistent
with the Board’s determination.
On April 26, 2011 the Board unanimously adopted Resolution No. 6682 confirming its March
3, 2011 decision.
Throughout the above-described hearings, the City, relying upon the 2008 Arbitration Award
and the resulting 2006-10 MOU, argued that rather than being compensated as though they
had worked each of the holidays available to actives; retirees should be compensated as
though they had worked none of them. In the end, the Board upheld the long-standing practice
of compensating retirees as though they had worked each of the holidays available to actives.
In approximately June 2011 the City initiated court proceedings against the PFRS Board.
Among other things, once again asserting that retirees should be compensated as though
they had not worked holidays and once again relying upon the 2008 Arbitration Award and
the resulting 2006-10 MOU. In this action, the City also relied upon the 2006-13 MOU.
In its opposition brief, PFRS vigorously defended its long-standing practice of compensating
retirees as though they had worked each of the holidays available to active officers writing for
example:
In sum, two previous writs2of mandate issued by the Alameda Superior Court compel the
Board to calculate and pay pension benefits to PFRS members based on the hourly rate
of holiday premium pay earned by active police who work on a paid holiday. The Board
has a clear, present ministerial duty to comply with those court orders.
2

Referring to Buck and Arca II
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The City and PFRS later filed supplemental briefs at the request of the court. Specifically, the
court invited further briefing regarding Kreeft v. City of Oakland (1998) 68 Cal.qpp.4th 46. The
City’s supplemental brief urged the court to apply a Kreeft-type standard to its analysis of this
case and PFRS argued exactly the opposite.
2012: In approximately September 2012, the Superior Court, relying heavily on Kreeft found
in the City’s favor nonetheless finding that the straight-time holiday pay paid to all officers
regardless of whether they worked the holiday was compensation attached to the rank and
could result in additional compensation. Although the PFRS Board filed only a partial appeal
which was later settled, the ROPOA as an intervener appealed the Superior Court’s decision.
The results of the appeal are discussed further below.
On October 16, 2012 the Board held a closed session regarding the Superior Court’s ruling
during which the Board took certain reportable actions. On October 17, 2012, at the request
of the deputy city attorney assigned to the PFRS Board, outside legal counsel issued a
memorandum detailing the reportable actions taken by the Board in closed session. Among
those actions PFRS Counsel reported:
2) The Board voted to direct staff, in consultation with outside legal counsel, to provide the
Board with the information and calculations necessary for the Board to take action to
prospectively adjust benefits effective December 1, 2012 (January 1, 2013 benefit
payments) based on the following criteria for holiday pay and shift pay:


Retirement benefits to be calculated based on the annual receipt of holiday pay, in
addition to the 2080 hours of base pay, calculated at the 100% of base pay per
holiday times 13 paid holidays, instead of 150% of base pay per holiday times 12
paid holidays;



No shift pay.

The Board directed staff to bring back the above-referenced information and calculations
to the Board at its November meeting for Board review and approval.
Thus, even though the Board directed that the rate of additional holiday pay for retirees was
to be reduced from 150% to 100% of base pay, the Board directed that this additional
compensation was to be based upon each of the 13 holidays available to active members.
The following month staff presented an Agenda Report to the Board which verified and
complied with the above-described direction.
2013: In November 2013, the Board unanimously adopted Resolution No. 6766 setting the
retirement benefits for the only remaining active police member of the System. Among other
things, the Board based the holiday pay benefits for this retiree on a 12-hour work schedule
and has since paid those benefits as though he had worked 12 hours on each of the holidays
available to active members.
2014: In February 2014 the First District Court of appeal in, City of Oakland v. Oakland Police
and Fire Retirement System et al., 224 Cal. App. 4th 210 (“City of Oakland”), overturned the portion
of the lower court’s ruling which addressed the rate of holiday pay owed to retirees; rejecting
the City’s argument that retirees should be compensated as though they had not worked
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holidays and finding this argument to be “specious”. The appellate court specifically rejected
the Superior Court’s reliance on Kreeft. In addition to providing a very detailed review of the
history of holiday pay benefits and the various litigations surrounding them, the appellate
court’s references to other analogous court decisions make it clear the court was aware that
not all officers work all holidays.
When addressing the subject of res judicata, the appellate court wrote:
The trial court summarily dismissed the doctrine of res judicata, remarking simply that
Buck and Arca II concerned retiree rights when compensation for active members of the
Department was “set by different MOUs.” We, in contrast, find the doctrine dispositive.
When addressing the preclusive nature of Buck, the court wrote:
Now, over 40 years later, the City is arguing under the exact same Charter provisions that
the extra compensation payable to active members of the Department for working on a
holiday should not be included in the calculation of PFRS retirement allowances.
However, having had one chance to litigate this issue before the First District, the City is
not now entitled to take another bite of the same apple; and,
Similarly, the inclusion in the 2006-2015 MOU of express language defining the rights of
active members to certain holiday pay when they do not work on a holiday has no bearing
on active members’ continuing entitlement to receive extra compensation when they do.
Although the amount of remuneration has changed over the years, for over four decades
active members of the Department have possessed an unbroken right to holiday pay for
working on holidays. And, based on Buck, PFRS retirees have been entitled—during the
same period—to have such holiday pay included in the calculation of their retirement
allowance; and,
In the present case, in contrast, the City has failed to make any showing that a material
change in circumstances has occurred since Buck with respect to the holiday pay issue
which would justify its relitigation. As stated above, neither the change in the underlying
document providing the holiday pay benefit, nor the fact that the current MOU expressly
discusses holiday pay for members who do not work holidays is a material change
justifying relitigation. Further, the City’s specious argument—that retirees should not be
compensated for working on holidays because they currently do not work—misses the
point entirely and, regardless, has been true since Buck was decided. The appropriate
inquiry is not whether retirees no longer work, but rather how active members are
compensated for holiday work and whether this has changed significantly since Buck.
(Emphasis added)
The appellate court also addressed the superior court’s reliance on Kreeft and found it to be
misplaced.
Nor do we view the First District’s decision in Kreeft as materially changing the legal
landscape with respect to the provisions in the Charter which govern the calculation of
PFRS retirement benefits, including those based on holiday pay; and,
We view Kreeft as a commonsense application of the Charter provisions to particular facts
rather than as a significant departure from existing precedent. Certainly, there is nothing
in the statutory analysis engaged in by the Kreeft court that could not have been argued
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to the First District in Buck. For instance, it could easily have been urged that working on
a holiday was based on individual effort and scheduling rather than rank. “A prior judgment
is res judicata on matters which were raised or could have been raised (emphasis added),
on matters litigated or litigable” (citation omitted). “Were the rule otherwise, litigation finally
would end only when a party ran out of counsel whose knowledge and imagination could
conceive of different theories of relief based upon the same factual background” (citation
omitted).
Although the appellate court determined that the “unanalyzed and incomplete” payroll data
provided to the superior court by the city was “wholly insufficient” and “essentially useless” for
the purpose of triggering relitigation, the court nonetheless examined the raw data and drew
certain conclusions from it.
We have, however, reviewed the raw payroll data supplied by the City for the two-week
pay period ending January 6, 2012. While we doubt that the two-week pay period
encompassing a Sunday New Year’s holiday represents the typical experience of most
Department members for most holidays, even a cursory review of the data in light of other
information contained in the record permits certain conclusions to be drawn. First, it
appears that the majority of active Department members work 10- or 12-hour shifts, rather
than the traditional eight-hour shift (emphasis added). Second—although there were
entries that we could not interpret with the information available in the record—it appears
that essentially all active members receive between eight and 18 hours of holiday pay in
connection with the occurrence of a holiday, based on the length of their usual shift. Thus,
members who work on a holiday receive holiday pay of 12, 15, or 18 hours. Members for
whom a holiday falls on a regular day off receive holiday pay of eight, 10 or 12 hours. And,
finally, members who take a holiday off receive holiday pay of eight, 10, or 12 hours.
The above observation by the court is significant in that the court certainly would be aware
that 10-plan and 12-plan type scheduling include changed day-off patterns.
Although the appellate court determined that Kreeft did not apply and that Buck controlled,
the court nonetheless hypothesized regarding the likely outcome of a properly applied Kreefttype analysis to the facts of the instant case.
Indeed, were we to throw out the holding in Buck and reconsider the holiday pay issue
generally in light of Kreeft, it is not at all clear that a different outcome would result. As
stated above, it appears that essentially all members of the Department currently receive
between eight and 18 hours of holiday pay for every holiday simply for being on the force.
Thus, holiday compensation seems to be incident to rank rather than individual effort.
And, while it is true that there is variation in the amount of extra compensation paid to
each member based on schedule, we disagree with the trial court that any such variability
is fatal under Kreeft. In fact, Kreeft speaks of the FLSA pay at issue being “widely” varied.
The variation in the present case, in contrast, is much more narrowly focused and
predictable. Were a proper analysis to be done, we would not be surprised to find that the
12 hours of holiday currently used in the calculation of PFRS retirement benefits pursuant
to Buck represents an average that is a “meaningful predictor of the experience of most”
Department members.
When addressing the temporary reduction in holidays which resulted from the 2006-2013
MOU, the court concluded that holiday pay for retirees should be based on all of the holidays
available to active members of the Department.
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Although the total holiday compensation paid to active members of the Department was
clearly reduced during this timeframe, the Board continued to calculate retirement benefits
for PFRS retirees as if this temporary reduction had not occurred. Based on the plain
language of the Charter and the 2006-2013 MOU, the trial court held that the reduction in
holiday pay experienced by active members should have been reflected in PFRS benefits
for the years in question. Specifically, retirees, during the relevant timeframe, should only
have been credited with seven holidays, rather than 12 (emphasis added).
Again, the court certainly was aware that not all actives work all holidays, yet it decided that
retirees should have been credited with all seven of the holidays available to actives.
2014 - 2016: In October 2014, the ROPOA wrote to the PFRS Board asserting that holiday
pension benefits should be based on either 10 or 12-hour shifts and that the Floating Holiday
should be included in retiree holiday pay calculations.
In August 2015, at the direction of the Board, the Plan Administrator submitted an Agenda
Report analyzing the ROPOA’s assertions.
In October 2016, the ROPOA petitioned for a Writ of Mandate and filed a Complaint for
Declaratory Relief in Alameda County Superior Court (Case No. RG16838274) on behalf of
the ROPOA and five (5) named plaintiffs. The petition asserts that retirees/beneficiaries
should be compensated for holidays as though they worked 10-hour shifts rather than 8-hour
shifts and that the Floating Holiday received by active officers should be included in retirement
compensation. Central to the ROPOA petition is the assertion that retirees should be
compensated as though they worked each of the holidays available to active members of the
department.
The October 2014 letter, the 2015 Agenda Report and the 2016 Writ will be discussed in more
detail below. They are included here to provide context to the actions taken on behalf of the
Board in 2017.
2017: In February 2017, outside legal counsel for PFRS filed a demurrer to the ROPOA’s
Writ and alternatively filed a motion to stay the action. Both the demurrer and the motion to
stay were denied by the court.
Without express direction or authorization from the Board, outside counsel proffered an
argument which, on its face, represents a significant departure from the long-standing
practices of this Board as they relate to the calculation of retiree holiday benefits pursuant to
Buck, Arca II and City of Oakland. PFRS outside counsel argues that the 4-10 work schedule
increases the likelihood a holiday will fall on one of an officer’s regularly scheduled days-off;
therefore retiree holiday premium pay should be based on a Kreeft-like standard rather than
the decades-long Board practice of calculating pension benefits as though retirees had
worked each of the holidays available to active members.
Summary: The practice of calculating holiday pension benefits as though retirees worked
each of the holidays available to active members has been uninterrupted for more than 44
years. As indicated above, each time it has been reviewed, either by this Board or by the
courts or by both, the practice has been validated.
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The most recent set of challenges began in October 2010 and were based on the City’s
interpretation of the 2008 Arbitration Award and resulting 2006-2010 MOU. In early 2011,
following hearings which spanned several months and the receipt of a detailed advice letter
from legal counsel, the Board adopted Resolution No. 6682 upholding the practice.
When the City filed its 2011 Writ, the Board vigorously defended its 2011 decision. Even when
the 2012 superior court decision reduced the rate of holiday pay, the Board’s October 16,
2012 direction to staff was to pay the reduced rate on all, not some portion, of the holidays
available to actives.
In late 2013, the Board set the holiday benefits for the last active member of the Department
based on a 12-hour shift and has since paid them as though he had worked each of the
holidays available to actives.
In early 2014, the appellate court overturned the lower court ruling that would have reduced
the rate of pay upon which holiday pension benefits are to be based while upholding the lower
court’s ruling regarding the temporary reduction in the number of holidays available to actives;
ruling that retirees should be credited with each of the seven (7) holidays temporarily available
to actives. Based upon the textual content of the appellate court’s decision, it is obvious the
court was aware that most actives were working 10 or 12 hour shifts with their accompanying
day-off patterns and that not all actives work all holidays.
Lastly, citing other decisions, the court wrote that “a prior judgment is res judicata on matters
which were raised or could have been raised on matters litigated or litigable” (emphasis
added) and, “Were the rule otherwise, litigation finally would end only when a party ran out of
counsel whose knowledge and imagination could conceive of different theories of relief based
upon the same factual background”. The 10-hour shift schedule used by the Department has
been in place for about 16 years. The 12-hour shift schedule has been in place for
approximately 10 years. Thus the argument now being made by PFRS outside legal counsel
- that these shift patterns increased the likelihood a holiday would fall on a regularly scheduled
day-off - was available and could have been raised by the City and/or PFRS in the court
proceedings that began in 2011.
Only the Board should decide whether to modify its long-standing practice of calculating
holiday pension benefits as though retirees had worked each of the holidays available to
actives – the pay determined by the courts to be “attached”. I, of course, would argue that we
shouldn’t and that our current practices are mandated by Buck and Arca II and were affirmed
in City of Oakland. But, even if not mandated, the practice is a reasonable interpretation and
application of those decisions given our duty to construe pension benefits liberally in favor of
retirees and our obligation to administer the system efficiently. Certainly, none of the Board’s
advisers should be proffering arguments to the contrary until the Board decides.
This decision, to maintain or abandon the Board’s decades-long practice of calculating holiday
pension benefits as though retirees had worked each of the holidays available to actives, is
the cornerstone to any other decisions the Board may make in this case.
2. Should holiday pension benefits be based on 8, 10 or 12 hour shifts or, perhaps some
hybrid shift schedule?
As indicated above, holiday premium pay has been determined to be attached to the average
rank held and is therefore required to be included in the calculation of pension benefits. The
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ROPOA has questioned, actually challenged, the amount of holiday premium pay being
included in pension calculations. We know that active members now receive holiday premium
pay based on all hours worked, rather than a static eight (8) hours. We also know that the
standard shifts utilized within the Department are 8-, 10- and 12-hour shifts rather than a
singular 8-hour shift. The current OPOA MOU prohibits the use of 8-hour shifts in Patrol.
Clearly, everyone on the Department (setting aside the question of Captains and Deputy
Chiefs which will be addressed below) who works on a holiday receives a minimum of eight
(8) hours of holiday premium pay, which is paid at the rate of 1.5 times his/her base rate of
pay. The courts have already determined and reaffirmed that the requirement for police
officers to work holidays as a matter of routine is so commonplace that the compensation paid
for doing so is “compensation attached to the average rank held” in fluctuating pension
systems and compensation “earnable” in fixed systems. Most recently, in City of Oakland,
the court has determined that the benefit structure mandated by the 2008 Arbitration Award
and the resulting 2006-2010, 2006-2013 and 2006-2015 MOUs have done nothing to justify
the relitigation of this issue. Hence, holiday premium pay based on 8-hours of work and paid
on all holidays available to actives is our baseline. In my opinion any attempt to justify
something less, is nothing more than folly, will be costly and will further drive a wedge between
this Board and the retirees/beneficiaries we serve.
So, in my mind at least, the question then becomes: are enough officers assigned to 10- or
12-hour shifts so as to tip the scales to require that it is one of these shifts, rather than an 8hour shift, which attaches to the rank? This will not be an easy question to answer. Therefore
our inquiry should be as targeted as possible and the criteria by which we make our decision
should be well articulated.
Secondary is essentially the same question, but answered only as to officers assigned to
Patrol. The courts have twice decided that compensation paid to officers assigned to Patrol
can “attach to the average rank held” by those officers. In Arca, the court determined that
Patrol Division Half-Hour Pay attached to the rank. Although under appeal, the superior court
also recently determined that Master Police Officer Pay, which was paid only to officers
assigned to Patrol, was attached.
2012: On October 16, 2012, the Plan Administrator submitted a memorandum to the Board
showing “estimated prospective pension payments and retroactive overpayments as mandate
by the Writ of Mandate”. This memorandum assumed that all retirees worked a MondayFriday workweek and prospectively provided additional compensation only for those holidays
that fell on weekends as follows:
1. Payroll is based on a Monday-Friday week with additional compensation for holidays
that fall on weekends.
The report indicated that retroactive calculations also would assume a Monday-Friday
workweek with additional compensation being provided only for holidays falling on a weekend.
The Board also met in closed session on October 16, 2012. As indicated earlier in this
document, on October 17, 2012, at the request of the deputy city attorney assigned to the
PFRS Board, outside legal counsel issued a memorandum detailing the reportable actions
taken by the Board during its October 16, 2017 closed session. Among those actions was the
criteria upon which holiday premium pay calculations were to be based. It would appear the
October 16 closed session action was a conscious departure from the criteria recommended
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by the Plan Administrator in her October 16 report. Among other things, PFRS Counsel
reported:
“2) The Board voted to direct staff, in consultation with outside legal counsel, to provide
the Board with the information and calculations necessary for the Board to take action to
prospectively adjust benefits effective December 1, 2012 (January 1, 2013 benefit
payments) based on the following criteria for holiday pay and shift pay:


Retirement benefits to be calculated based on the annual receipt of holiday pay, in
addition to the 2080 hours of base pay, calculated at the 100% of base pay per
holiday times 13 paid holidays, instead of 150% of base pay per holiday times 12
paid holidays;



No shift pay.

The minutes of the October 16, 2012 Board meeting indicate the calculations in the Plan
Administrator’s October 16 memorandum would be recalculated pursuant to action taken by
the Board in closed session. The minutes indicate:
Katano Kasaine reported the previous calculations submitted by the staff of the PFRS
board will change after consideration of the Board action today. Staff will provide revised
calculations at a future meeting. Rich Miadich, PFRS outside counsel, provided
explanation of the calculation methodology in consideration of the Judge’s order on this
matter.
On November 14, 2012, a November 9, 2012 memorandum from the Plan Administrator
appeared on the Board’s agenda and was included with distributed agenda materials. This
memorandum indicated:
At the PFRS Board’s October 16, 2012 closed session meeting, the Board directed staff
to meet with the Board’s outside attorney’s and to provide calculations necessary for the
Board to prospectively adjust benefits effective December 1, 2012. The PFRS Board
directed staff that the prospective change should be based on the following:
1. Retirement benefits to be calculated based on receipt of holiday pay, in addition to
the 2080 hours of base pay, calculated at 100% of base pay per eligible holiday
(emphasis added)
2.

No Shift Differential pay.

Based on instructions from PFRS outside attorney, Holiday Pay for Patrolmen are based
on a value of 10 hours per day (emphasis added). All other ranks holiday pay is assumed
to be based on 8 hours per day.
2013: In November 2013, the Board unanimously adopted Resolution No. 6766 setting the
retirement benefits for the only remaining active police member of the System, a Sergeant
who was assigned to Patrol at the time of retirement. Among other things, the Board based
the holiday pay benefits for this retiree on a 12-hour work schedule. This action was not
inconsistent with the Board’s November 2012 action to base holiday premium pay for
Patrolmen on 10-hours per day.

13
APPENDIX 2 - 10/31/2018

2014: In February 2014, the appellate court published its decision in City of Oakland. As
previously indicated the court reviewed raw data which was submitted by the City in support
of its position. Among other things, the court found:
While we doubt that the two-week pay period encompassing a Sunday New Year’s holiday
represents the typical experience of most Department members for most holidays, even
a cursory review of the data in light of other information contained in the record permits
certain conclusions to be drawn. First, it appears that the majority of active Department
members work 10- or 12-hour shifts, rather than the traditional eight-hour shift (emphasis
added).
As indicated above, in October 2014, the ROPOA wrote to the PFRS Board asserting that
holiday pension benefits should be based on either 10 or 12-hour shifts. Specifically, the
ROPOA wrote:
Pay should reflect ten and twelve-hour shifts: The Resolutions and the supporting staff
reports also fail to recognize that active members routinely work either 10 or 12-hour shifts,
and that pension benefits should be based on these work hours, even though some
recognition of this requirement was included in a staff report which was dated November
9, 2012 (Exhibit 2). This staff report indicated: “Based on instructions from PFRS outside
attorney, Holiday Pay for Patrolmen are based on the value of 10 hours per day”.
Although we disagree with the premise that only patrolmen should receive holiday pay
based on a 10-hour shift, we believe outside counsel was correct in principle. First, the
Court of Appeal recognized and set the standard for retiree holiday pay compensation
when it wrote: “Further, the City’s specious argument — that retirees should not be
compensated for working on holidays because they currently do not work — misses the
point entirely...The appropriate inquiry is not whether retirees no longer work, but rather
how active members are compensated. . .“ (City of Oakland v. Oakland Police & Fire
Retirement System (2014) 224 CaLApp.4th 210, 231.)
o

Since 2006, the Board has been calculating holiday premium pay for retirees
based on an 8-hour shift even though 10-hour and 12-hour shifts have become the
norm throughout the Department. The Court of Appeal recognized the widespread
use of these extended shifts when it wrote: “First, it appears that the majority of
active Department members work 10- or 12-hour shifts rather than the traditional
8-hour shift.” (224 Cal.App.4th at p. 231, fn. 11.)

o

Under the current MOU, 8-hour shifts are not even permitted for officers in
Patrol; at least 10-hour shifts are required. Article IX, Section L of the MOU
provides: “For the duration of this MOU, the current 4/10 shift schedule shall be
the core shift in patrol. There shall be no 5/8 shift schedule in patrol for the duration
of this MOU.” The use of 12-hour shifts is prevalent enough to warrant the
modification of the salary schedule to account for them. (See Appendix G to the
2006 MOU.)

o

Lastly, in November 2013, the Board directed that the holiday pay for a recently
retired PFRS member be calculated based on a 12-hour shift.

Given the above, it is clear that the Board cannot reasonably or permissibly assume that
all retirees—all except one, that is—are only entitled holiday premium pay based on an 8-
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hour day (12 hours of holiday pay). At a minimum, holiday premium pay should be based
on a 10-hour day (15 hours of holiday pay). This means that all retirees have been
undercompensated for more than seven years, and these underpayments must be
included in the Board’s calculations.
Even if the Board were to disagree with the above, it is inescapable that retirees of all
ranks who were assigned to patrol during any portion of their final three years of
employment are entitled to a minimum of 15 hours of holiday pay.
2015: In August 2015 the PFRS Plan Administrator submitted an Agenda Report titled
Informational Report regarding Retired Oakland Police Officers Association (ROPOA) claims
of PFRS Police retiree underpayments stated in their October 27, 2014 memo to the PFRS
Board. Although fatally flawed because of the many obvious errors that carry through Exhibit
1 (explained more fully below), in my opinion, this is exactly the type of analysis needed by
the Board to resolve the issue before it. This report indicates:
Staff has conducted research to determine how many active officers, sergeants, and
lieutenants worked 8, 10, or 12 hour shifts over the last six fiscal years. Summarized
below are the facts which are included in Exhibit 1 and Exhibit 2 herein.
Exhibit 1 reflects the shifts worked by active Oakland Police officers for the six Fiscal Years
2009-2010 through 2014-2015. The tables show the shifts worked by active Oakland
Police assigned to Patrol, as well as the shifts worked for active Oakland Police in the
entire department. The data shows that 10-hour shifts are most often worked by sergeants
and officers assigned to patrol. However, the data also shows that other shifts, including
8-hour shifts, are also worked by a significant number of personnel assigned to patrol.
The percentage of 8, 10, and 12 hour shifts worked varies from year to year, and from
rank to rank (lieutenant, sergeant, and officer). What this inconsistency shows is that the
data does not support the broad-brush assertion made by the ROPOA.
It is difficult to analyze the material in Exhibit 1 fully without having the data upon which it is
based, however it is obvious that most of the numbers reflected in the exhibit are mistaken.
Most of these mistakes are reflected in page 1 of the exhibit (Fiscal Year 2009-2010) and
those mistakes then carry through the entire exhibit. For example:
The “Total Hours” columns for each of the ranks and for all of patrol reflect obviously
mistaken numbers. It is universally accepted that an officer assigned to a 40-hour
workweek (80 hours worked in a pay period) will typically work 2,080 hours in a year and
an officer assigned to a 12-hour workday (84 hours worked in a pay period) will work 2,184
hours. Even if we were to assume that every officer assigned to patrol was on a 12-hour
shift, for them to have worked 9,711,896 hours in a year (Total Patrol Hours column) would
have required approximately 4,447 officers assigned to Patrol. Similarly, the numbers
reported separately for Lieutenants, Sergeants and Officers would have required
approximately 119 Lieutenants, 547 Sergeants, and 3,781 Officers.
The “Total Shifts” columns are similarly mistaken. The maximum number of shifts would
be worked by Officers assigned to a 40-hour workweek. Without allowance for additional
time off such as vacation, an Officer assigned to a 2080 hour work-year, will be scheduled
to work 260 shifts if on an 8-hour shift and 208 shifts if on a 10-hour shift. Officers assigned
to a 12-hour shift typically will be scheduled to work approximately 183 shifts per year.
Even if we were to assume that every officer in Patrol was scheduled to work 260 shifts,
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which they obviously were not, the numbers reported in Exhibit 1 would require about 94
Lieutenants, 464 Sergeants, and 3,100 Officers. Of course, the more reasonable divisor
would have been 208 shifts which would simply make these numbers even more
unrealistic.
The same mistakes seem apparent in the Total Hours and Total Shifts columns for the All
Sworn portion of the exhibit. These mistakes then generally carry forward throughout the
remainder of Exhibit 1.
Other mistakes appear that seem to be unique to the All Sworn portion of the exhibit for Fiscal
Years 2011-2012 and 2014-2015. For example:
The Total Shifts columns in the 2011-2012 report reflect numbers that are impossibly low.
For example it reflects that only 1,181 shifts were worked throughout the Department for
the entire year. Assuming there are 260 scheduled shifts per year per officer, this number
reflects fewer than five (5) individuals.
Setting aside the fact that the numbers generally are unrealistically high, the Grand Total
rows of the Total Hours columns in the 2014-2015 report simply do not add. For example,
the report shows a Grand Total of 10,620,904 hours worked department-wide. Those
numbers add horizontally across the columns however, when the Total Hours column is
added vertically, the total comes to 11,650,748. Likewise, each of the Total Hours
columns in this report, when added vertically, reflect mistaken totals. Without having the
data upon which the report is based, it is impossible to determine the exact nature of the
mistakes but it is clear the numbers don’t match.
Given the above-described issues, I made no attempt to examine Exhibit 2, except to say that
any such analysis is of limited or no use when attempting to determine which work schedule
attaches to the rank. Assuming the information is correct and is reflective of all the pay codes
associated with holidays, the type of analysis reflected in Exhibit 2 goes to “compensation
earnable”; not “compensation attached to the rank”.
Lastly, given the express language in the MOU which prohibits the use of 8-hour shifts in
Patrol, the report should explain its findings in this regard. Either the report is mistaken or
there are exceptions to the MOU language which may or may not be authorized. If there are
exceptions, they should be explained.
Having pointed out all of the above, I still believe that the type of analysis reflected in Exhibit
1 is essential to resolving the question before the Board both as to Patrol and as to the
Department. I therefore request that it be corrected and resubmitted for the Board’s
review and consideration. I further request that the corrected report include an
explanation of its findings regarding the use of 8-hour shifts in Patrol.
2016: As previously discussed, in October 2016, the ROPOA petitioned for a Writ of
Mandamus and filed a Complaint for Declaratory Relief in Alameda County Superior Court
(Case No. RG16838274) on behalf of the ROPOA and five (5) named plaintiffs. The petition
asserts that retirees/beneficiaries should be compensated for holidays as though they worked
10-hour shifts rather than 8-hour shifts.
2017: On October 25, 2017 the Plan Administrator submitted an Agenda Report which was
dated October 16, 2017. The report was titled: An Analysis Comparing The Current Method
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of Calculating PFRS Police Retiree Holiday Pay Benefits Against the Holiday Pay Received
by Active Police Officers During the Last Three Fiscal Years.
As to the question before the Board – should Holiday Premium Pay for retirees be based on
an 8-, 10-, or 12-hour shift3 - both the methodology and the logic of this report miss the mark
and, if adopted, would make it practically impossible to administer PFRS. Essentially, as
explained below, the Agenda Report attempts to apply a “Fixed System” standard to a
“Fluctuating System”.
In a fixed retirement system, pension benefits are based on what a retiree actually earned in
those areas which have been determined to be “compensation earnable” for the purposes of
calculating pension benefits. A fixed system works because it focuses on the individual and
his/her compensation earnable only once – the day the individual retires. That is, an
individual’s pension benefit is based on the pensionable compensation he/she actually earned
over a fixed period of time, usually either 12 or 36 months, and has absolutely nothing to do
with the compensation earned by his/her peers either currently or prospectively. The
appropriate pension formula is then applied to this compensation earnable snapshot to
determine the individual’s pension benefit. Thereafter, additions or deletions to those pay
elements which are considered “compensation earnable” for actives and/or the compensation
actually paid to actives have no impact on the individual’s future pension benefits. Hence, the
pension is “fixed” based on the above-described snapshot. In the public sector, pension
payments typically are adjusted periodically by whatever COLA formula might be applicable
within the pension system but, again, these formulas have no connection to COLAs received
by active employees.
In a fluctuating system, pension benefits are based on those items of pay that have been
determined to be “compensation attached to rank”. In PFRS, a retiree’s pension is based on
the compensation attached to the average rank held over either the final year of employment
(disability retirements) or final three (3) years of employment for service retirements.
Although a number of factors must be considered when determining whether a particular form
of compensation “attaches to rank”, once it is decided that compensation attaches to the rank
it is an all or nothing proposition. The compensation element is either attached and paid or
it’s not attached and not paid. There is no middle ground.
Pension benefits then fluctuate, either up or down, based only on changes to the amounts of
“attached” compensation that is available to those actives holding the same rank as the retiree
but, not based on the amounts actually earned by actives within that rank. Any attempt to link
pension benefits in a fluctuating system to individual performance, as implied by this Agenda
Report, is contrary to the nature of the system and would be unmanageable.
Court decisions involving fluctuating systems have universally recognized this distinction. In
every instance where a court has been asked to answer this question, the answer has been
“attached” or “not attached”. There has never been what would amount to a compromise
decision in this regard and there has never been a court decision mandating that the up and
down movements applied to compensation once determined to be attached to the rank in a
fluctuating system be based on individual performance.

3

The questions regarding the compensation paid to Captains and Deputy Chiefs and the issue of the Floating
Holiday are addressed elsewhere in this memorandum
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As indicated earlier, a fixed system can function based on individual performance because it
only examines individual performance once. If benefits in a fluctuating system were to be
adjusted based on individual performance, benefit levels would be constantly moving,
impossible to determine with any degree of stability and impossible to administer effectively.
The October 16, 2017 Agenda Report is based on the same flawed assertion that was rejected
by this Board in 2011 and by the appellate court in 2014. The report indicates:
However, since 2006 and subsequent OPOA (Oakland Police Officer Association) MOUs,
active police are no longer paid additional holiday pay at a premium rate of 1.5X per
holiday regardless of whether they actually work the holiday. Active OPOA police officers
(below the rank of captain) receive additional Holiday Premium Pay at the premium rate
(1.5X) only if they actually work the holiday. DGO D-8 has since been rescinded.
The City made this very same argument in October 2010. Following an exhaustive hearing
process and upon detailed advice of its legal counsel, the Board rejected this notion in early
2011. The City made the same argument in the Writ it filed in June 2011 and the Board
vigorously defended against it asserting its practice of paying holiday pension benefits as
though retirees worked each of the holidays available to actives was mandated by the courts.
In February 2014 the appellate court, writing in significant detail, found the City’s 2010 and
2011 arguments to be specious. Now, the Plan Administrator is attempting to resurrect the
very same failed arguments.
Even if one were to disagree with all of the foregoing, the October 16, 2017 report is of little
use in answering the question before the Board. For example:


The report eliminates all officers who were paid less than 2080 hours without regard
to the reason and without regard to the holiday premium pay they received. This
eliminated approximately 29% of the records examined.



The report eliminates all officers assigned to an 84-hour work-schedule even though,
according to the report, they represent 10% of the workforce. These officers also are
generally assigned to Patrol. The MOU provides “all officers assigned to Patrol shall
report to work on any holiday which falls on one of their regularly assigned work days
unless the officer has the day off through the holiday or vacation draw”.



The report eliminates officers who are off work on Workers Compensation even
though those officers are compensated for holidays as though they worked the
holiday.



The document does nothing to inform the Board regarding the number officers who
received holiday premium pay based on 8-, 10-, or 12-hour shifts.

Summary: The ROPOA, relying on MOU language and the previous actions of the Board,
has asserted that holiday premium pay for retirees should be based on a 10-hour shift rather
than an 8-hour shift.
In October 2012, the Board, in closed session, made certain decisions regarding the
calculation of holiday premium pay for retirees. Among them, it would appear the Board
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decided that holiday premium pay for patrolmen should be based on a 10-hour shift. The
November 2012 Agenda Report which was intended to comply with the Board’s October 2012
direction indicated:
Based on instructions from PFRS outside attorney, Holiday Pay for Patrolmen are based
on a value of 10 hours per day. All other ranks holiday pay is assumed to be based on 8
hours per day.
In November 2013, the Board based the holiday premium pay pension benefit for the last
active police member of the System on a 12-hour shift and has since paid pension benefits at
this level based on each holiday available to active members.
In February 2014, the appellate court observed that most actives were now working either 10or 12-hour shifts rather than the traditional 8-hour shift.
In August 2015, the Board received the only Agenda Report thus far that would help respond
to the ROPOA’s claims. But for the mistakes in this report, it represents the type of analysis
needed by the Board. Again, I strongly urge that staff be directed to provide the Board with a
corrected version of the August 2015 report.
I also urge the Board to reject the methodology and logic of the October 2017 Agenda Report.
The methodology used to prepare this report is irrelevant to a fluctuating system and reliance
upon it will be fraught with unintended consequences.
Before the Board receives the corrected report, I recommend that we engage in: a meaningful
dialogue regarding what the Board’s decision-making criteria should be; and, an exploration
of the possible unintended consequences that may arise from implementation of any such
criteria. I have found that developing decision-making criteria before attempting to decide the
main issue can be useful to the development of consensus. Particularly, when attempting to
determine whether something is “attached” or “not attached” to rank, where should the scales
tip in favor of one or the other? When deciding the City’s Holiday Pay Writ, the Superior Court
decided that “any variability” and any degree of “individual effort” meant the compensation did
not attach. In City of Oakland, the appellate court rejected this standard and included
language suggesting that criteria which, identifies the experience of “most officers” might be
acceptable. I don’t believe the Board has ever tackled this question head-on.
3. Is the Floating Holiday “compensation” and “compensation attached to the rank” for the
purposes of calculating pension benefits?
The ROPOA also has asserted that the Floating Holiday should be included as
“Compensation” and “Compensation Attached to the Average Rank Held” for the purposes of
calculating pension benefits.
2008: The benefit which currently is designated as a “Floating Holiday” first appeared as such
in the 2006-2010 MOU which was the result of the 2008 Arbitration award. A very similar
benefit appeared in earlier MOUs but it was not designated as a “Holiday”. Actives currently
receive 12 designated holidays and one (1) floating holiday.
2012: In October 2012 it appears the Board decided the Floating Holiday was compensation
attached to the average rank held and decided to include the benefit in pension calculations.
As previously indicated PFRS outside counsel reported:
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Retirement benefits to be calculated based on the annual receipt of holiday pay, in addition
to the 2080 hours of base pay, calculated at the 100% of base pay per holiday times 13
paid holidays, instead of 150% of base pay per holiday times 12 paid holidays;
This memorandum was drafted and distributed the day following the closed session and is
consistent with the minutes of that meeting which were approved by the Board the following
month. The reference to 13 paid holidays appears intentional rather than a mistake.
On November 14, 2012 the Board approved the minutes of the October 16, 2012 Board
meeting. These minutes reported the “Recommendations from Final Decision made during
Closed Session partially as follows:
Recommendations from Final Decision made during Closed Session – The regular
meeting reconvened at 4:44 pm. Chris Waddell from Olson Hagel & Fishburn LLC, PFRS
Outside Counsel, reported the following actions voted upon by the PFRS board during
closed session. Mr. Waddell said, in closed session:
1. The PFRS board voted to…
2. The PFRS board separately voted the prospective correction, in accordance with the
Judge’s order, begins effective December 2012 (impacting the benefits payment for
January 2013). The calculations are to be based on the following: employees to receive
100% of base pay times 13 paid holidays prorated over the 12-month period instead of
the current receipt of 150% of times 12 paid holidays. Also, this decision, effective with the
December 2012 period, eliminates Shift Pay for the PFRS police retirees. He said the
calculation should be performed by staff between now and the November 2012 PFRS
board meeting in consultation with outside counsel. This report will be brought back to the
board for approval and consideration before they are implemented...
There is no recorded attempt by anyone present at the November 14 meeting to question the
accuracy of or to correct the above described minutes.
On November 14, 2012, the following item appeared on the Board’s Agenda:
D.

Subject: Board Action regarding the matter of City of Oakland vs. Oakland Police
and Fire Retirement System, et al, (Superior Court of California for the County of
Alameda, Case #RG11-580626)
From:
Board

PFRS Legal Counsel (Olson Hagel & Fishburn, LLC) & Staff of the PFRS

Recommendation:
1. ACCEPT an informational report from staff regarding calculation of pension
payment adjustments should the Board take action to prospectively adjust pension
payments for police members and their dependents/beneficiaries as follows: (a) that
the annual receipt of retirement benefits based on holiday pay, in addition to benefits
based on 2080 hours of base pay, should be calculated at the rate of 100% of base
pay multiplied by the number of paid holidays (including any floating holidays)
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(emphasis added) for which active police are currently entitled to receive holiday
pay; and (2) the elimination of retirement benefits based on shift pay.
2. ACTION for PFRS Board approval on whether pension payments for police
members and their dependents/beneficiaries should be adjusted, effective
December 1, 2012 (i.e., for purposes benefits payments to be received in January
2013), to reflect annual receipt of retirement benefits based on holiday pay, in
addition to benefits based on 2080 hours of base pay, calculated at the rate of 100%
base pay multiplied by the number of paid holidays (including any floating holidays)
(emphasis added) for which active police are currently entitled to receive holiday
pay.
On November 14, 2012, the Board received the above referenced Agenda Report, which was
dated November 9, 2012. It indicated in part as follows:
Staff calculated PFRS Police Holiday Pay in accordance with the Board’s instructions
based on the current active Police Holiday MOU schedule. Holidays in the Police MOU
are based on a calendar year. Per the current schedule, active police officers were not
compensated for the following holidays in calendar year 2012 (1) January 1, 2012 – New
Years’ Day, (2) February 12, 2012 – Lincoln’s Birthday, (3) President’s Day and (4)
Floating Holiday. In addition, per Article VII Section H of the current Police MOU, active
police employees were not compensated for September 9, 2012 – Admission Day. The
attached calculation assumes that PFRS Retirees will be paid for 8 Holidays (13 Holidays
– 5 Holiday Concessions) over a 12 month period for CY 2012. This calculation is
presented on Table 1 (a). (Emphasis added)
The attached calculation also includes a calculation for CY 2013. Holiday Pay for CY 2013
will be based on 11 Holidays. Per the existing MOU, active police members will receive
11 Holiday in CY 2013. Active police will not be compensated for the Floating Holiday and
Admission day. This calculation is presented on Table 1 (b).
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In August 2015 the Board received an Agenda Report in which, among other things, the Plan
Administrator indicated “staff will continue to research the floating holidays items to determine
if it is attached to the rank and will bring it back at a future Board meeting. The 2015 report
makes no mention of the Board’s previous decision or the calculations completed by staff
pursuant to it.
In October 2017 the Plan Administrator provided the Board with the October 16, 2017 Agenda
Report in which concludes:
The Floating Holiday is not compensation attached to the rank for police retirees, because
it is compensatory time that is not payable in cash.
Although the October 2017 report addresses the OPOA and OPMA provisions related to the
Floating Holiday, it too makes no mention of the 2012 decision of the Board or any of the
public documents which flowed from it.
Summary: The question before the Board is whether the Floating Holiday is compensation
and compensation attached to the average rank held for the purposes of calculating PFRS
pension benefits.
First, it is clear from the record that the Board addressed this issue in October and November
2012. Unfortunately, the Board took this action in Closed Session so there is no clear record
of the motion adopted or the discussion surrounding it. Nonetheless, the minutes of the
October 16, 2012 Board Meeting and Outside Counsel’s October 17 memorandum are clear
that the Board decided that holiday pay would be based on 13 holidays rather than 12
holidays. The November 14, 2012 Agenda is clear that the calculations presented pursuant
to the Board’s direction included “any floating holidays”. And, the November 9, 2012 Agenda
Report was clear that the Floating Holiday was included in the concessions to be applied to
retirees.
The Floating Holiday obviously attaches to rank. Every sworn member of the Police
Department is credited with the Floating Holiday (8 hours of compensatory time off) in July of
each year by virtue of their employment with the City. The question, which appears to already
have been answered by the Board in 2012, but is raised again by the Plan Administrator here
is whether it is “compensation” and therefore “compensation attached to the average rank
held” for PFRS purposes.
The Plan Administrator concludes the Floating Holiday is not compensation attached to the
rank because it “is not payable in cash”. This assumption is incorrect. The language found
in Buck is helpful:
“According to the salary ordinance, the policeman or fireman who works on a “legal
holiday” which falls during his regular 40-hour work week “shall be credited with 8 hours
of work in computing said 40 hours during said one-week period.” The “credit” does not
amount to “pay” as such; in practice, however, almost every employee so “credited” is paid
his “credit’s” cash equivalent, on a per-hour basis and as a supplement to the monthly
salary paid him for the period of time involved. He is thereby paid, in cash and at
appropriate monthly intervals, “extra compensation” for having worked on a “legal holiday.”
In July of each year actives are “credited” with 8 hours. Just as in Buck, this “credit” does not
amount to “pay” as such, but when the Floating Holiday is taken, actives are paid “its cash
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equivalent” on a per-hour basis and as a supplement to base pay. It is “extra” compensation
in that it is paid for time not worked.
I recommend the Board, consistent with the decision it has already made in 2012, reaffirm
that the Floating Holiday is Compensation Attached to the Average Rank held for the purposes
of calculating pension benefits for each of the ranks that receive it and is therefore payable to
retirees at the straight time rate for eight (8) hours.
4. Should Captains and Deputy Chiefs receive pension benefits based on the pay practices
described in the Oakland Police Management Association (OPMA) MOU rather than the
OPOA MOU?
This issue was first raised by the City in its June 2011 Writ. However the City abandoned its
position. Therefore, neither the superior court nor the appellate court ever ruled on the issue.
Clearly, the Board and staff, including the deputy city attorney assigned to the Board, have been
aware of this issue for over six (6) years.
Now, the October 25, 2017 Agenda Report suggests that the Board look to the OPMA to decide
the issue of holiday premium pay for retired Captains and Deputy Chiefs in isolation with no
broader analysis of this MOU and with no consideration given as to how other “obsolete” ranks
have been treated in the past and are being treated today.
In the end, if the Board decides that PFRS retirees who held the rank of Captain and Deputy Chief
should be tied to the OPMA MOU, then the entire MOU should be examined to determine which
benefits attach to the rank.
Summary: The Board should take up the possible application of the OPMA MOU to retired PFRS
Captains and Deputy Chiefs as a separate matter. If it is decided that the OPMA MOU applies,
the question of “compensation attached to the average rank held” must be examined on a broader
scale. It certainly should not be used to decide a single issue in isolation.
Close
I wish to thank my fellow PFRS Board members for taking the time to read and consider the points
raised in this document. I know it’s long. I know it’s complicated. But, the issues before the
Board go to the core of our responsibilities.

23
APPENDIX 2 - 10/31/2018

AGENDA REPORT
CITY OF OAKLAND

TO:

SUBJECT:

I.

Oakland Police and Fire
Retirement Board
A Report Regarding The Method of
Calculating PFRS Police Retiree Holiday
Pay for Captains and Deputy Chiefs; and A
Resolution Adopting A Revised Method for
Calculating Police Holiday Retirement
Allowances for Captains and Deputy Chiefs

FROM:

David Jones
Plan Administrator

DATE:

November 28, 2018

EXECUTIVE SUMMARY

This report supplements the agenda reports on this subject for the PFRS Board Meetings
of October 25, 2017 (Attachment 1 hereto) and November 29, 2017 (Attachment 2 hereto). The
purpose of this report is to provide information so that the Board may determine the correct
method to calculate the number of holiday hours to be included in the retirement allowances of
PFRS police retirees classified as captains and deputy chiefs. Generally, this report explains the
significant changes in the labor agreements governing active police in these higher ranks since
2006, and summarizes payroll data illustrating the holiday work behavior of active police to
determine if there is parity in compensation between the retired and active police in the higher
ranks.
This report contains PFRS staffs conclusions and recommended findings on two topics
raised in the October 25, 2017 PFRS Board meeting as follows:
A. Contrary to case law and the City Charter, PFRS Police retirees who retired at the
ranks of captain and deputy chief are erroneously being credited substantially more
holiday hours than what active members in those ranks receive, and contrary to the
terms of the applicable OPMA (Oakland Police Management Association) MOU,
police retirees in those ranks are erroneously being credited for holidays at an inflated
premium rate of l .5x, rather than at I .Ox rate. There is an overpayment which the
PFRS Board should address.
B. The Floating Holiday benefit is not compensation attached to the rank for any PFRS
police retirees classified as captain and deputy chief, because it is awarded as
compensatory time that is not payable in cash and is forfeited if not used in the year
in which it is granted.
For discussion and action, staff proposes a resolution for the Board to adopt a revised
method for calculating the holiday pay component of the retirement allowances of PFRS police

members who retired at the ranks of captain or deputy chief. The method would be applied going
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forward in calculating the total combined (holiday and other compensation attached to rank)
annual rate of police retirement allowances for captains and deputy chiefs.
At the October 31, 2018 PFRS Board meeting, PFRS Board voted to postpone
consideration of this matter to the next scheduled meeting.
II.

PROCEDURAL BACKGROUND

As of this October 31, 2018 meeting, the Board's consideration of police holiday pay
methodology has been divided into separate legislative items for the lower ranks (below captain)
and the upper ranks of captain and deputy chief. This report additionally introduces additional
payroll data from the 2017-2018 fiscal year.
The PFRS Board has considered this matter during its October and November 2017
meetings. It also previously received a report at its August 2015 Board Meeting in which PFRS
Staff concluded that PFRS police retirees were not being underpaid holiday benefits. The reports
dated May 24, 2018 (published for the cancelled May 30, 2018 PFRS Board meeting), June 21
(item was not called for discussion at the June 27, 2018 Board meeting), and October 31, 2018
(item was postponed by vote of the Board) were never considered by the Board, and are not part
of the record of this discussion.
For the report received by the PFRS Board on October 25, 2017(Appendix1 attached to
this report), Staff summarized the holiday pay begin credited to retirees classified as captain and
deputy chief, as well as the relevant OPMA MOU provisions on that subject. Further discussion
on this matter was continued to 2018, and the Board invited written comment to be submitted
during the November 29, 2017 Board meeting.
At the November 29, 2017 Board meeting (see Appendix 2 attached to this report), the
PFRS Board received written statements on the issues submitted by PFRS Board Member
Muszar (the elected Police Retiree Representative) and by the ROPOA (through its attorneys).
Following oral statements from Member Muszar and the ROPOA's attorney, the Board voted to
accept the statements into the record of this matter.
PFRS Staff received the following document since November 29, 2017, and it is attached
to this report for consideration by the Board:
Exhibit J -

III.

Letter dated June 20, 2018 from ROPOA Secretary Mr. Robert W.
Nichelini on behalf of the Retired Oakland Police Officers Association.

APPLICABLE PRINCIPLES AND HISTORY

In order to facilitate the Board's understanding of the claims, data, and issues in this
report, the fundamental principles applicable to PFRS police retiree compensation and the
history of police holiday pay for retirees are summarized in this section.

PFRS Board Meeting
November 28, 2018

Board of Administration, Oakland Police and Fire Retirement System
Subject: A Report Regarding The Method of Calculating PFRS Police Retiree Holiday Pay for
Captains and Deputy Chiefs; and A Resolutiqn Adopting A Revised Method for Calculating
Police Holiday Retirement Allowances for Captains and Deputy Chiefs
Date:
November 28, 2018
Page 3
A.

THE PFRS FLUCTUATING BENEFIT RETIREMENT SYSTEM

PFRS retirees receive a monthly allowance based on a fraction of the compensation
attached to the average rank held by each retiree during his final three years of active service.
(City Charter section 2607 and 2608) By tying a retiree's benefits to the compensation "attached"
to the rank of active duty police officers holding the same rank, the Charter established a
fluctuating pension system in which pension benefits increase or decrease as the compensation
paid to active employees increases or decreases. This fluctuation maintains a direct linkage
between retirement allowances and active duty police officer pay. The primary purpose of a
fluctuating pension plan is to guarantee the pensioner a fairly constant standard of living despite
inflation, and to maintain equality of position between the retired member and the person (or
persons) currently holding the rank the pensioner attained before his retirement. (Kreeft v. City
of Oakland (1998) 68 Cal.App.4th 46, 54.) (emphasis added)
City Charter section 2607 provides:
The following words and phrases, as used in this Article, unless a different
meaning is plainly required by the context, shall have the following meaning:
"Retirement allowance," "Death allowance," or "allowance" shall mean equal
monthly payments, beginning to accrue upon the date of retirement, or upon the
day following the date of death, as the case may be, and continuing for life,
unless a different term of payment is definitely provided by the context.
"Compensation" as distinguished from benefits under the Labor Code of the
State of California, shall mean the monthly remuneration payable in cash, by
the City, without deduction, for time during which the individual receiving such
remuneration is a member of the Police or Fire Department, but excluding
remuneration paid for overtime and for special details or assignments as
provided in Sections 91 and 97* of the Charter.
"Compensation attached to the average rank held" shall mean the compensation
attached to the lowest rank held during the three years immediately preceding
retirement plus one thirty-sixth (1/36) of the difference between it and the
compensation attached to any higher rank held during that period of each
month, and fraction thereof, the higher rank was held.
*This reference is to the Section or Article so designated in the former Charter.
Police pay for active officers generally includes a number of components such as regular
pay, overtime pay, holiday pay, vacation pay, uniform pay, longevity pay, and premium pay
(fractional increases above base pay that vary depending on assignment or obtaining special
educational certificates). These components vary with each periodic agreement negotiated
between the City of Oakland and the OPOA (Oakland Police Officers Association) or OPMA
(Oakland Police Management Association) unions, and memorialized in Memoranda of
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Understanding ("MOU"). Some pay components are expressly excluded by section 2607 from
being classified as compensation attached to rank for PFRS retirement purposes (overtime and
special details or assignments).
There have been a multitude of lawsuits about whether certain of these pay components
are compensation attached to rank, and if so how they should be included in the calculation of
the retirement allowance of PFRS members. In Kreeft v. City of Oakland (1998) 68 Cal.App.4th
46, 55, the First District Court of Appeal interpreted Charter section 2607 and held that for an
element of compensation to be "attached" to rank, "the compensation must 'adhere to' the rank
'as an appertaining quality or circumstance.' That is, the employee must be entitled to the
compensation by virtue of the rank, and not his individual efforts over and above what are
required to obtain the rank." Kreeft at p. 58. (emphasis added.)
Over the years, courts have determined that many types of premium pay are not
compensation attached to rank (shift differential pay, self-improvement pay, voluntary day off
for pay, motorcycle premium pay, aerial patrol premium pay, standby pay, field training officers'
premium, and meal allowance pay). Courts have also found that holiday pay is a category of
compensation that is attached to rank for PFRS retirees, and that is discussed below in section
111.B.
B.

HOLIDAY PAY OF PFRS POLICE RETIREES

The most recent court decision on the subject of PFRS police holiday pay was rendered
in City of Oakland v. Oakland Police and Fire Retirement System (2014) 224 Cal. App. 4th 210
("City v. OPFRS"), which is discussed in detail in section 111.C. below. The Court of Appeal
recounted the history of MOUs between the City of Oakland, the active police officers, and the
treatment of holiday pay for PFRS police retirees:
The City and the Oakland Police Officer's Association (OPOA) adopted the first
MOU setting Department compensation in 1973 . . . . In 1974, a more
comprehensive MOU was adopted which designated 11 holidays and indicated that
premium pay for holidays was to be "computed at the regular hourly base rate of
pay for an employee's classification, rather than at the [overtime] rate of time and
one-half." Thus ... members of the Department received eight hours of holiday
premium pay. Similar language was carried over into the 1975 MOU. During this
timeframe, the extra eight hours of compensation received by members of the
Department as holiday premium pay was included in the calculation of PFRS
retirement benefits.
In 1976, the City and OPOA adopted an MOU increasing holiday premium pay
from the straight-time rate (8 hours) to a rate based on "time and one-half the
regular base rate of pay for an employee's classification" (12 hours). The 1976
MOU, however, contained the following language impacting the calculation of
PFRS retirement benefits: "City and [OPOA] agree that premium pay shall not be
subject to retirement except for the straight time portion of holiday pay."
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Although the record does not contain MOU's covering the period from 1988
through 1994, it appears that similar limiting language continued from 1976 up
through the 1995-1998 MOU. Based on the language of the MOU's, PFRS retirees
only received credit for 8 hours of holiday premium pay in the calculation of their
retirement benefits from 1976 through 1996. In contrast, active members of the
Department received 12 hours of holiday pay during this same period. At some
point between 1986 and 1995, the number of paid holidays increased from 11 to
12.
Holiday premium pay was again the subject of litigation in 1996. (See Oakland
Police & Fire Retirement Assn. v. City of Oakland (Super. Ct. Alameda County,
1996, No. 763859) (Arca II).) Arca II was a class action lawsuit filed on behalf of
PFRS retirees and their beneficiaries challenging the MOU language that excluded
retirees from receiving credit for the additional four hours of holiday pay that was
being paid to active members of the Department. In that case, the City ... argued
that the additional four hours of holiday pay was "overtime" pay and therefore
expressly excluded from the calculation of PFRS retirement benefits. (See
Charter, art. XVI, § 2607 [" 'compensation' " defined as monthly remuneration
excluding overtime].) The trial court disagreed, granting a writ of mandate in favor
of PFRS retirees with the following instructions: "Respondents are compelled in
determining and computing the amount of the retirement allowances due to
Petitioners and the class they seek to represent to take all actions necessary to
include as 'compensation' and 'compensation attached to the average rank held'
the full twelve hours holiday pay received by current Oakland Police Officers"
(italics added) ....
In accordance with Arca II and the related settlement agreement, the 1998-2001
MOU between the City and OPOA deleted the language limiting holiday pay for
PFRS retirees, stating simply that premium pay for holidays would be "computed
at time and one-half the regular base rate of pay for an employee's classification."
Identical language appeared in the 2001-2006 MOU. In practice, however, the
application of holiday premium pay to the various shifts worked by active members
of the Department was becoming more complex. In 2000, the Department issued
Departmental General Order 8 (DGO 8) interpreting the MOU provisions in light
of these changes. Pursuant to DGO 8, a member that took holiday time off was
paid at the straight-time rate of 8 or 10 hours, depending on the length of that
member's usual shift. A member of the Department who worked on a holiday
received regular base pay (of either 8 or 10 hours) plus 1.5 times that base pay in
holiday premium pay. When a holiday fell on a member's regular day off, that
member was allotted 12 hours of holiday pay, regardless of whether he/she usually
worked an 8 or 10-hour shift. Finally, a member who was required to work on a
holiday that was his/her regular day off was granted 12 hours in base pay, plus 1.5
times base pay in holiday premium pay. Thus, while all members were entitled to
holiday pay for each holiday, the amount actually received on a particular holiday
varied from 8 to 18 hours, depending on scheduling and length of shift. During this
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same time period, PFRS retirees continued to receive credit for 12 hours of holiday
pay for each holiday in accordance with the terms of Arca II.
Upon expiration of the 2001-2006 MOU, the City and OPOA reached an impasse
in negotiations and thus the terms of the successor MOU were determined through
an arbitration process conducted by Arbitrator Barry Winograd. The resulting
2006-2010 MOU states expressly that it was entered into pursuant to the terms of
this arbitration decision and award, which is attached to the MOU and incorporated
as Appendix A (Winograd Decision). With respect to holiday pay, the 2006-2010
MOU designated 12 holidays and one "floating" holiday and provided for base pay 1
for any regularly scheduled shift worked on a designated holiday. In addition: "[I]f
the holiday is worked, the employee shall be paid for all hours worked at the
overtime rate of time and one-half (1.5). If the holiday is not worked because of a
regular day off, or by employer request, employee will be paid holiday pay2 at the
straight time rate." The Winograd Decision did not alter the holiday pay structure
set forth in the body of the MOU and-with respect to the number of designated
holidays -stated simply "[s]tatus quo."
As a result of additional negotiations between the City and OPOA, the 2006-2010
MOU was subsequently extended into 2013. This amended and extended MOU
temporarily changed the structure of holiday pay for active members of the
Department. Specifically, for the 2009, 2010, and 2011 fiscal years, only seven of
the regular holidays were paid in accordance with the customary policy established
by the MOU. For the other six holidays, active members received no holiday pay
for holidays that were not worked and "straight time pay" for holidays that were
worked. Currently, holiday pay for active members of the Department is governed
by the 2006-2013 MOU, which has been extended a second time into 2015. 3 No
additional changes have been made with respect to the provisions governing
holiday premium pay except that, for the 2012, 2013, and 2014 fiscal years, active
members are not entitled to any holiday pay for Admission Day. Members who
work on Admission Day will still receive their regular base pay for that shift.
City v PFRS (2014) at pp. 219-221.

The Court of Appeal's use of the term "base pay" here does not reflect the City's actual practice;
City payroll codes these hours as HDP (straight time holiday pay falling in an officer's regular schedule),
in place of REG pay (a day worked inside ofregular schedule). Moreover the Court here, and elsewhere
in its opinion, uses the term "base pay" to refer to the straight time 1. Ox rate of pay.
2
City payroll practice is to code these hours as HOL (straight time) or HCT (holiday comp time)
holiday pay falling outside of an officer's regular schedule.
3
It expired and was replaced by the current 2015-2019 MOU.
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C.

CITY OF OAKLAND v. PFRS (2014) COURT OF APPEAL DECISION CALCULATION OF HOLIDAYS FOR PFRS POLICE RETIREES.

In August 2012, the trial court overruled the PFRS Board's February 2010 decision in
which the Board decided not to reduce the holiday pay component of PFRS police retirees
despite a reduction in holidays negotiated (between the City of Oakland and the OPOA) for
active police during the 2010, 2011and2012 fiscal years. "Based on the plain language of the
Charter and the 2006-2013 MOU, the trial court held that the reduction in holiday pay
experienced by active members should have been reflected in PFRS benefits for the years in
question." (City v PFRS (2014) at p. 247.) Intervenor the ROPOA4 did not appeal the trial
court's ruling on this issue, so it is binding on the parties.
On other issues, the Court of Appeal provided significant guidance on how a correct
holiday calculation should be made. The Court of Appeal's key holdings on holiday pay were:
1. The Court rejected the City's contention that because PFRS retirees do not work, they
are not entitled to any Holiday Pay above base pay (2080 hours/year or 40 hours x 52
weeks). The Court found that the 1971 decision in Buck v City of Oakland had
already decided the same issue in favor of the retirees, and the City did not show any
"material change" in circumstances since Buck with respect to the holiday pay issue.
Namely, the limited record before the court showed that PFRS police members
regularly worked holidays when they were active and "active members of the
department currently work most holidays that fall during their regular work schedule
and earn premium pay for doing so." However, evidence demonstrating a meaningful
change in the holiday work patterns may form the basis of changing the retiree
holiday calculation method. (City of Oakland v. OPFRS (2014) at p. 231.)
2. An examination of payroll data which represents the "typical experience of most
department members for most holidays" (City of Oakland v. OPFRS (2014) at p. 231,
fn 11) and an average figure which represents a "meaningful predictor of the
experience of most" officers (City of Oakland v. OPFRS (2014) at p. 233, fnl2) can
form the basis for calculating the amount of holiday pay that should be credited to
PFRS police retirees.
3. Holiday Pay is compensation attached to the rank for PFRS police retirees, which the
Court defined as "pay in excess of the regular or base pay to which a member of the
Department may be entitled due to the occurrence of a holiday. Thus, holiday pay
includes the extra compensation payable to a poqce officer who works on a holiday
(over and above base pay), as well as the compensation due to an officer who has a
regular day off or takes vacation on a holiday and therefore does not work." (City of
Oakland v. OPFRS (2014)atp. 217.)

4

That lawsuit ultimately focused on the OPOA MOU, and there was no determination from the
trial court or Court of Appeal with regard to the ranks of captain and higher. (City v. OPFRS (2014) at p.
224 and fn6.)
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Most notably, in its decision, the Court of Appeal did not specify exactly how the Board
should calculate the number of holiday hours to be credited to PFRS retirees. However,
construing the OPOA MOU (not the OPMA MOU), the Court stated that: "Were a proper
analysis to be done, we would not be surprised to find that the 12 hours of holiday pay currently
used in the calculation of PFRS retirement benefits pursuant to Buck represents an average that
is a 'meaningful predictor of the experience of most' Department members." City of Oakland v.
OPFRS (2014) at p. 233, fn12. (emphasis added) Although the Court of Appeal was construing
the OPOA MOU applicable to ranks below captain, the same principles apply to construe the
OPMA MOUs to determine the amount of holiday credits that are attached to the upper ranks of
police retirees.
D.

POLICE RANKS. UNIONS, AND SHIFTS

Current ranks within the police department are officer, sergeant, lieutenant, captain,
deputy chief, assistant-chief and chief of police. 5 Prior to 2006, all Oakland Police sworn
members, with the exception of the chief of police, were in the same union (the OPOA) and
subject to the same MOU. However, the City Council and City Administrator separated6 captains
and deputy chiefs into a distinct bargaining unit which is governed by its own MOU starting July
1, 2006. 7 Since the creation of a separate bargaining unit and the formation of a management
union (the "OPMA"), the PFRS Board has not examined whether it should apply a different
holiday calculation methodology for PFRS retirees who held the rank of captain or deputy chief.
Police are paid every two weeks (a "payroll period"), 26 times per year. The most
common work schedules for police ranks of officer, sergeant, and lieutenant are either five days
per week x eight hours per shift (the "5x8 shift schedule"), or four days per week x 10 hours per
shift (the "4x10 shift schedule"), both of which result in 80 hours per payroll period and 2080
hours per year. Some police members work seven days per payroll period x 12 hours ("84 hour
schedule") resulting in 2184 hours per year. The various shifts schedules do not pertain to any
particular rank, and police sworn employees holding the ranks of officer, sergeant and lieutenant
could be assigned to work any of them. However, captains and deputy chiefs normally have a
5x8 shift schedule from Monday through Friday.
The various labor MOU's specify the official paid holidays for employees. Police
captains and deputy chiefs normally work a Monday-Friday 40-hour schedule and receive a paid
day offl (eight hours for police captains and deputy chiefs) at straight time pay rate (payroll code
5

PFRS still has retirees classified in discontinued ranks. "Police Inspector was a rank between
Sergeant and Lieutenant. Agency Director was equivalent to the Chief of Police. Neither of these ranks
would be affected by changes to the calculation method to be applied to determine holiday credits for
retirees holding OPMA ranks of Captain and Deputy Chief.
6
The City Council passed Resolution No. 80211 on October 17, 2006 providing a mechanism for
removing sworn police management employees from the OPOA. This was followed by a November 20,
2006 letter from the City Administrator to the president of the OPOA, stating her decision to place captain
and deputy chief into a separate bargaining unit (referred to as "UN2" in the MOUs).
7
The 2006-2010 (later extended to 2015) MOU was approved by the City Council and ratified by
the OPMA in 2009, with retroactive effect to July 1, 2006.
8
One exception to the normal practice that is not applicable to police captains and deputy chiefs
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HDP) in lieu of their regular pay for each holiday that falls on a regular work day. If a holiday
falls outside of their regular work schedule, they are credited eight hours of holiday pay (payroll
code HOL or HCT).
The OPMA MOUs for 2006-2015 and 2015-2019 both state that the "4/10 shift schedule
shall be the core shift in patrol. There shall be no 5/8 shift schedule in patrol for the duration of
this MOU." Nevertheless, captains and deputy chiefs assigned to the "Field Operation" Division
(some of who are assigned to patrol duties) are assigned to the 5x8 shift schedule.
IV.

ANALYSIS

There has been a material change in the circumstances affecting how much holiday pay is
credited to active police in the upper ranks, compared to the circumstances at the time when the
current holiday pay methodology was implemented prior to 2006. Most significantly, the
captains and deputy chiefs were separated into a separate bargaining unit and are governed by a
separate MOU. Second, the holiday pay provisions of the OPMA MOU are considerably
different and lesser compared to the prior OPOA MOU which used to govern the higher ranks.
Third, the holiday work behavior of active police captains and deputy chiefs shows that they
rarely work on holidays. Consequently, the methodology currently used by PFRS which credits
police retirees classified as captain and deputy chief with 144 holiday hours per year causes
police retirees in these ranks to be paid far more for holidays than active police holding the same
ranks. The current method is inconsistent with the objective of PFRS' fluctuating benefit
approach which seeks to achieve parity, between the active and retired police of the same rank.
Staff recommends that the Board take action to conform the calculation method to achieve
relative equality in the level of compensation between active and retired police in these ranks.
A CURRENT METHOD COMPARED TO OPMA MOU HOLIDAY PROVISIONS
STRAIGHT PAY FOR HOLIDAYS WORKED

The Agenda Report for October 25, 2017 summarized the current holiday benefit
methodology for PFRS police retirees of all ranks from officer through deputy chief. i.e.: Base
Pay9 of2080 hours (40 hours x 52 weeks). In addition to the 2080 hours, police retirees are
credited with 144 hours (12 days x 8 hourS@l.5x rate) as Holiday Pay, for a total of2224 hours.
The current practice is not consistent with the terms of the OPMA MOUs. In short, under the
current OPMA MOU, active police captains and deputy chiefs must work a holiday on their
normal scheduled work day in order to receive additional Holiday Premium Pay at I .Ox rate, yet

exists for a subset of OPOA ranked police who are assigned to patrol duties. There is a special provision
in the OPOA MOUs for 2006-2015 and 2015-2019 regarding holidays. It states that" ... all officers
assigned to Patrol shall report to work on any holiday which falls on one of their regularly assigned work
days unless the officer has the day off through the holiday or vacation draw." (See Exhibit D to the
October 25, 2017 report at page 23 and Exhibit F to the October 25, 2017 report at page 21.) Therefore, if
an OPOA member is not assigned to patrol (such as to the training division, investigations division, or to
administration), he or she typically has the holiday off when it falls during the regular work schedule.
9
These base pay hours are a combination of REG regular hours and HDP holiday hours (paid at
straight time holiday falling inside a regular work schedule) totaling 2080 hours.
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MOU holidays, without regard to the actual holiday work behavior of active captains and deputy
chiefs, which ignores the fundamental changes implemented after the 2001-2006 MOU.
1. 144 Holiday Hours Per Year Under the 2001-2006 OPOA MOU and DGO D-8

The 144 hours of Holiday Pay currently being credited and paid to PFRS police retirees is
a holdover from the 2001-2006 era. The 2001-2006 OPOA MOU (see Exhibit H attached
hereto) simply stated at section II.F.2. "Holiday Pay- Compensation for holidays shall be
computed at time and one-half the regular base rate of pay for an employee's classification."
Section V.I. identified 12 specific holidays. However, the MOU contained no details on how
holidays would be paid when they were worked or not worked, and when they fell inside or
outside of an officer's usual work schedule. Those details were set forth in prior Department
General Order (DGO) D-8 10 • Under DGO D-8, active police were paid at a Holiday Premium
Pay rate of 1.5X (8 hours X 1.5 = 12 hours) per holiday in addition to their Base Pay regardless
of whether they actually worked the holiday. Thus, because there were 12 paid holidays in the
2001-2006 OPOA MOU active police received 144 hours (12 holidays X 12 hours) in Holiday
Premium Pay each year. However, since 2006 the way holidays are to be paid is set forth within
the MOUs themselves, and DGO D-8 was rescinded.
2. Zero or Variable Holiday Pay Under the OPMA MOUs For Captains and
Deputy Chiefs
Under the 2006-2015 OPMA MOU, the higher ranks could receive a day off and 8 hours
of straight time Holiday Pay for the 12 designated holidays that are recognized in the MOU.
However, they were entitled to no additional pay if they worked on a holiday, whether inside or
outside of their regular work schedule. (See Exhibit G to the Agenda Report for October 25,
2017, at sections VII.HJ. and H.3.) Consequently, active captains and deputy chiefs were not
entitled to, and received no holiday pay in addition to their 2080 combined total hours during
2006-2015. Without regard to the MOU provisions, PFRS police retirees in these higher ranks
received an overpayment of 144 hours (12 days x 8 hours x l.5x rate) of holiday pay above 2080
hours during those nine years. 11
Under the current 2015-2019 OPMA MOU, active captains and deputy chiefs are still
entitled to a day off and eight hours of pay for the 12 holidays in the MOU. However, they
negotiated a new benefit and are now eligible to receive Holiday Premium Pay in the amount of
one hour of"holiday vacation accrual" for each hour worked on a holiday. See Exhibit Ethe
Agenda Report for October 25, 2017, at sections VII.HJ. and H.3.) Contrary to the MOU
provisions, PFRS police retirees in these higher ranks continued receiving 144 hours of holiday
10

See Department General Order D-8 Holidays, section 11.B.5., 6., and 7., attached as Exhibit A to
the October 25, 2017 Agenda Report. It was rescinded after ratification of the 2006-2015 MOUs with the
OPOA and the OPMA.
11
In City of Oakland v. OPFRS (2014), the Court of Appeal determined that PFRS police retirees
were entitled to only seven paid holidays (84 hours (7 days x 8 hours x 1.5 rate)) in three fiscal years
starting 2010, 2011, and 2012 because of a reduction in holidays that active police agreed to. The Board
passed Resolutions 6825 and 6866 whereby it is recovering those holiday overpayments.
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pay above 2080 hours since July 1, 2015, which continues today. A proposed revised method for
calculating the amount of holiday pay that should be credited to PFRS police captains and deputy
chiefs is discussed below in section IV .B.
It is clear that PFRS retirees holding the ranks of captain and deputy chief have been
overpaid up to 144 hours of Holiday Pay per year during the years that the OPMA MOUs have
been in effect.

B. ACHIEVING PARITY BETWEEN ACTIVE AND RETIRED CAPTAINS AND
DEPUTY CHIEFS
Because the 2015-2019 OPMA MOU provides additional holiday pay to active captains
and deputy chiefs for each hour worked on a holiday, such compensation can be attached to the
rank for the purpose of determining the retirement allowances of PFRS police captains and
deputy chiefs. And because the purpose of PFRS's fluctuating system is to provide parity and to
maintain equality of position between the retired member and his active counterpart, (Kreeft v.
City of Oakland (1998) 68 Cal.App.41h 46, 54), holding the same rank, the Board can determine
the number of holiday hours that constitute "par" by examining the actual holiday work behavior
of active police captains and deputy chiefs.
PFRS staff analyzed payroll records to identify the average number of holiday hours and
holiday vacation accrual hours credited to active OPMA members above the 2080 hours that
PFRS currently credits police retirees. Staff analyzed the total number of such hours credited to
active police captains and deputy chiefs in the last four fiscal years (FY 2014/2015 through FY
2017/2018) in order to compare that amount to the total number of hours of Holiday hours (144
hours) credited to PFRS police retirees in the upper ranks.
Exhibit I (attached hereto) shows Holiday Pay in addition to Base Pay for active OPMA
police members for the past four fiscal years. In comparison to the current holiday credit method,
the PFRS captain and deputy chief retirees are being overpaid for holidays. The table shows that
over the most recent three-year period 12 , the average active OPMA member was credited total
Active Holiday hours (holidays outside their regular schedule) and Holiday Vacation Accrual
hours (holidays worked) for all persons in said ranks averaged 0 hours in FY 2014/2015, 8 hours
in FY 2015/2016, 26 hours in FY 2016/2017 and 17.67 hours in FY 2017/2018.

In accordance with the holding of City v OPFRS (2014) at p. 231 discussed on pages 7
and 8 above, it is within the Board's discretion to use an average of the number of holidays hours
credited to active Oakland police captains and deputy chiefs, as a basis for determining how
much holiday pay to credit to retired PFRS police of these same ranks.
The current data shows that active captains and deputy chiefs received an average total
holiday pay of 17.67 hours for fiscal year 2017-2018 (Table 4 below). Under the proposed
methodology, the PFRS retirees in the ranks of captain and deputy chief would be credited the
same 17.67 hours of holiday pay in fiscal year 2018-2019, rather than the 144 hours per year that

12

The 2015-20 I 9 OPMA MOU was not in effect yet, so the 20I4-2015 year is not counted toward the overall

average.
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they are currently being paid. This amount would equate to approximately 1.47 hours per month
for fiscal year 2018-2018 instead of the current retiree holiday pay rate of 12 hours per month.

Table 4
Fiscal Year 2017/2018 (excerpt from Exhibit I)
City of Oakland Police and Fire Retirement System
Active Police Captain and Deputy Chief (OPMA)
Holiday Pay and Vacation Accrual Earned Above 2080 Hours

SubTotal
Active

SUbJotat
AttiYe

Hours

Vacation··

Hbtlday

a'

3
4
5
6
7
8
9

10
11
AVERAGES

8
16
16
16
16
16
16
16
16
16
16
16
15.33

!ttces&ffo•
credited to

Ho•••v

ntwas,alove
..... · Acttite .

Attrual

member$

16

120
121
128
128
128
128
128
128
128
123
128
128

7

0

16
16
16
16
16
16
16
21
16
16

2.33

17.67

0
0
0
0
0
0
0

5
0

144
144
144
144
144
144
144
144
144
144
144
144

126

(a) Summary of Holiday pay in addition to Base Pay. Excludes HOP which is considered part of the 2080 base pay for the purpose of this
analysis
1

Received HOL/HCT hours because Admission's Day and Veteran's Day fell outside of the regular work schedule

C. FLOATING HOLIDAY PAY
Staff presented in the Agenda Report for October 25, 2017, the relevant portions of the
City Charter, the OPOA and OPMA MOUs since 2006, AI 520, and DGO D-8. Staffs
conclusion and recommended finding is that the Floating Holiday is not compensation because it
is not payable in cash (except in one narrow circumstance) and does not increase an employees'
annual take-home compensation. The Floating Holiday can only be used in place of a regular
workday, so it supplants regular pay for that day. Below are a few additional facts that may
further assist the PFRS Board in determining this issue.
To quote AI 520, which governs Floating Holidays, "it must be taken in the fiscal year in
which it is earned ... " and "is eliminated from the employee's record if it is not used within the
allowable period." (See Exhibit B to the October 25, 2017 Agenda Report at section II.1 and
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11.2). It is abundantly clear that the Floating Holiday is lost if it is not used.
For reasons that are not clear, the adjective "holiday" was attached to this form of
compensatory time. It should be noted that the 2001-2006 OPOA MOU included an identical
benefit called "Compensatory Leave." (See Exhibit H attached hereto at sections V.G.) Had the
MOU not used the "holiday" nomenclature, there would be no question that this is Comp Time.
2001-2006 OPOA MOU

2006-2015 and 2015-2019 MOUs for OPMA

V. Leaves and Holidays

OPMA MOU Section VU.H.2.

G. Compensatory Leave. In addition to such compensatory
leave as may be earned by an employee pursuant to Article
II, Section E, hereof, City agrees to credit each employee
with eight (8) hours compensatory leave for each year this
Agreement is in effect. Said compensatory leave shall be
credited to each employee's record at the beginning of the
fiscal year. An Employee whose employment with the City
terminates during the fiscal year shall be paid termination
pay, in accordance with established City procedures, for
his/her accrued compensatory leave, less the said eight (8)
hours, unless he/she first uses all compensatory leave on the
books after said eight (8) hours is credited and subsequently
earns additional compensatory leave.

Floating Holiday. The City agrees to credit each employee
with eight (8) hours of compensatory leave at the beginning ·
of each year this MOU is in effect. (See Exhibits E and G
to the Agenda Report for October 25, 2017.)

(see Exhibit H attached hereto at sections V.G)

Juxtaposed in this manner, it is apparent that the "Floating Holiday" is just another form
of compensatory time. Moreover, the MOUs, DGO D-8, and AI No. 520 make clear that this
compensatory leave is forfeited if not taken in the year it is credited. Also of note, the 2008
Interest Arbitration Decision by Barry Winograd reviewed that pay element and concluded it is
compensatory time.
"23.

Holiday - Floating Birthday

Status quo (that is, paid in comp time)."
Because compensation attached to rank under Charter section 2607 must be
"payable in cash" and the "floating holiday" is generally not payable in cash, it is
not compensation attached to the rank for PFRS police retirees. Furthermore,
because the floating holiday hours are simply a substitute for regular work hours,
they do not serve to expand compensation beyond the typical 2080 hours of annual
compensation.

V.

PROPOSED REVISION TO HOLIDAY CALCULATION METHOD

The PFRS Board has not reexamined or adjusted the holiday calculation methodology for
PFRS retirees since the Court decisions were rendered in City v. OPFRS in 2014. The PFRS
Board has a fiduciary duty to administer the System for the benefit of all members and to take
corrective action when reasonably appropriate in the best interest of Plan participants (see
generally McMahon v McDowell (3rd Cir. 1986) 794 Fed 2d 100, 110). Now that the Board is
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aware of apparent overpayments of Holiday Pay since 2006 to all PFRS retirees classified as
captains and deputy chiefs, and it has further guidance from the 2014 court decisions, it is
incumbent upon the PFRS Board to consider taking corrective action.
Staff recommends that Board cease the current holiday calculation methodology of
crediting each police retiree with 144 holiday hours above 2080 hours of regular pay. Staff also
recommends going forward, that the Board adopt the following method for calculating annual
police retiree allowances, including holiday hours credits. The method stated below is intended
to achieve the objective of providing police retirement allowances which include an amount of
holiday pay that maintains an equality of position between the retired members and the active
members currently holding the same rank.
For retirees who retired at the ranks of captain and deputy chief - Because all holidays
are already included 13 in the 2080 hours of base pay that are credited to these retirees, except the
occasional year when a holiday falls outside of their regular schedule (in which case an
additional 8 hours of Holiday pay are credited), the calculation method focuses on the holiday
hours above 2080 hours that are credited to active members in the higher ranks.
The retirement allowance for these ranks would be calculated by adding two main
elements: (1) The average Holiday Pay credited for any Holidays that fall outside of an active
employee's normal work schedule - looking backward 12 months. And (2) the average Holiday
Vacation Accrual hours (for holiday hours actually worked) for an active employee - looking
backward 12 months. These two averages will be combined, to credit the retirees with the
average Holiday Pay as calculated above for active captains and deputy chiefs from the prior
fiscal year in addition to the 2080 base pay hours. This average would be calculated by the same
assumptions used in Exhibit I attached to this report. Each July, staff will calculate the above
amount and pay it to retirees commencing in the next fiscal year (July payroll payable on August
1st).
VI.

CONCLUSION

PFRS retirees who retired as police captain and deputy chief ranks have been receiving
2224 hours of combined Base Pay (2080 hours) and Holiday Pay (144 hours) each year since
2006. The current calculation method is contrary to the terms of the 2006-2015 and the 20152019 OPMA MOUs. Analysis of payroll data shows that active Oakland police captains and
deputy chiefs have been credited an average of 17 .22 holiday hours over the last three fiscal
years 14, which includes the Holidays that fell outside their regular schedule and Holiday vacation
accrual hours (for working on a holiday) each year since July 1, 2015 (see Exhibit I), which is
significantly less than the additional 144 hours currently being credited to retirees.of these same
ranks.
13

Under the current OPMA MOU (2015-2019) captains and deputy chiefs typically do not work on holidays.
The only way for active officers holding those ranks to earn additional holiday pay over and above their regular base
pay is by working a holiday, in which case the officer is credited with one additional hour of Holiday Vacation
Accrual for each hour worked.
14
The 2015-2019 OPMA MOU was not in effect yet, so the 2014-2015 year is not counted toward the overall
average.
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Staff recommends that the PFRS Board modify its holiday calculation method as outlined
in Section V. above for PFRS police retirees holding the ranks of captain and deputy chief to
provide relative parity between the annual allowance paid to retirees and the annual
compensation (including average holiday compensation) for active officers in these ranks. Under
the proposed methodology, PFRS retirees would receive in fiscal year 2018-2019 the average
number of holiday hour credited to active police in the same ranks in fiscal year 2017-2018
(Table 4). Therefor the police captains and deputy chiefretirees would receive 17.67 hours of
holiday pay for fiscal year 2018-2019 instead of the 144 hours per year currently being paid.
The data shows that PFRS police captains and deputy chiefs have been overpaid between
118 and 136 hours of holiday pay per year since July 1, 2015, and overpaid 144 hours of holiday
pay between 2006 and 2015 (subject to footnote 11 above).
Staff also recommends that the Board direct staff to return and provide a future report
calculating the overpaid holiday amounts and that the Board exercise its discretion to consider
recovering the overpayments. It is the Board's fiduciary duty to consider whether and how to
address this issue.
The Board should find that the Floating Holiday benefit is not compensation attached to
the rank for any PFRS police retirees, because it is compensatory leave that does not increase
base pay, is not payable in cash, and is forfeited if not taken each year. When taken, it supplants
regular pay, and does not increase an officer's 2080 annual hours.

fe~

David Jones, Plan Admimstrator
Oakland Police and Fire Retirement System

For questions please contact Teir Jenkins, Investment Officer, at 510-238-6481.
Attachments (5):

1. Exhibit H: OPOA MOU "Compensatory Leave"

Effective July 1, 2001 through June 30, 2006.

2. Exhibit I: Matrix of data - Active Police Captain and Deputy Chief (OPMA) Holiday Pay
Credited Above 2080 Hours for FY 2014-2015, 2015-2016, 2016-2017, and 20172018.
3. Exhibit J: Letter dated June 20, 2018 from ROPOA Secretary Mr. Robert W. Nichelini on
behalf of the Retired Oakland Police Officers Association.
4. APPENDIX 1: Agenda Report from October 25, 2017 of an Analysis Comparing The
Current Method of Calculating PFRS Police Retiree Holiday Pay Benefits
Against the Holiday Pay Received by Active Police Officers During The Last
Three Fiscal Years [includes Tables 1, 2, & 3 and Exhibits A through GJ
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5. APPENDIX 2: Agenda Report from November 29, 2017; received written responses to
October 25, 2017 Agenda Report [includes 11/15/17 responses from
ROPOA and PFRS Board Member Robert Muszar regarding PFRS
October 25, 2017 Agenda Report and PFRS report on holiday pay]
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RESOLUTION NO.

7030

ON MOTION OF MEMBER _ _ _ _ _ _ _ _ SECONDED BY MEMBER _ _ _ _ _ _ __

RESOLUTION SETTING THE METHOD FOR CALCULATING HOLIDAY
PAY TO BE CREDITED TO POLICE RETIREE ALLOWANCES FOR
THOSE CLASSIFIED WITH THE AVERAGE RANK OF CAPTAIN
AND/OR DEPUTY CHIEF OF POLICE
WHEREAS, the Retired Police Officers' Association ("ROPOA") and its members
have asserted (since October 2014) that police retirees of the Oakland Police and Fire
Retirement System ("PFRS") they are entitled to more credit for holidays as a part of their
Retirement Allowances since the change in the labor Memorandum of Understanding
{MOU) between the Oakland Police Officers' Association (OPOA) and the City of Oakland
{"City") going back to approximately 2006; and
WHEREAS, the City Charter at section 2607, 2608, 2610, 2611, and 2619 states
that PFRS retirement allowances shall be based on "compensation attached to average
rank held"; and
WHEREAS, upon retirement, each police officer's "average rank held" was
calculated by referring to his last three years of active service as specified in Charter
section 2607 and elsewhere in Charter Article XXVI; and
WHEREAS, the City Charter at section 2607 defines "compensation" as "the
monthly remuneration payable in cash .... ";and
WHEREAS, in City of Oakland v. Oakland Police and Fire Retirement System
(2014) 244 Cal.App.4th 210, and Alameda County Superior Court Action No.
RG11580626, the Court of Appeal and Trial Court recognized that PFRS is a fluctuating
benefits system, and that "[t]he primary purpose of a fluctuating pension plan such as
PFRS 'is to guarantee the pensioner a fairly constant standard of living despite inflation,
and to maintain equality of position between the retired member and the person (or
persons) currently holding the rank the pensioner attained before his retirement.'"; and
WHEREAS, in September 2012, the Superior Court entered judgment in favor of
the City of Oakland, declaring, among other things, that the retirees are not entitled to
retirement benefits based on holiday pay exceeding those stated in the relevant labor
Memorandum of Understanding, and directed the PFRS Board to prepare a plan to
recover any overpayments; and
WHEREAS, on February 28, 2014, the Court of Appeal issued its decision partially
affirming the Superior Court's judgment, finding that the PFRS retirees and beneficiaries
are subject to the negotiated reduction in holidays in the July 1, 2006 OPOA MOU and
were overcompensated to the extent they received retirement benefits exceeding the
seven holidays allowed in the labor MOU and that excess holidays are not attached to
the rank; and
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WHEREAS, Under California Constitution Article XVI, section 17, the PFRS Board
has the sole and exclusive fiduciary responsibility over the assets of the System, while
concurrently having the responsibility to discharge its duties with respect to the system
solely in the interest of, and for the exclusive purposes of providing benefits to, participants and their beneficiaries (with the duty to its participants and their beneficiaries taking
precedence over any other duty}, minimizing employer contributions thereto, and
defraying reasonable expenses of administering the system; and
WHEREAS, the current method used by PFRS to calculate retirement allowances
for police retirees classified in the ranks of captain and deputy chief includes crediting
2,080 base or regular hours for each year, based on the assumption that the employee
worked 40 hours per week for 52 weeks per year; and
WHEREAS, in 2015-2019 OPMA MOU at Article Vll.H.3. describes the holiday
pay of members covered by the MOU (captains and deputy chiefs} as follows:

"3. Holiday Pay
All bargaining unit members will be paid eight (8) hours of straight time for
each holiday as defined in Article VII Section H.
In addition to the straight-time holiday pay, if the member works on the
holiday, the employee shall accrue one hour of extra vacation for evety hour
worked on a holiday."
WHEREAS, when a holiday occurs within an employee's regular schedule, his or
her base or regular hours for that day are recognized as holiday pay instead of regular
pay thereby reducing the assumed 2,080 hours; and when a holiday occurs on a regular
day off, the hours for that day are recognized as holiday pay coded HOL or HCT in
addition to the 2,080 base or regular hours; and
WHEREAS, in addition to the 2,080 base/straight time holiday hours, the PFRS
police retires classified as captains and deputy chiefs are currently credited 144 hours for
holiday pay each year, calculated as 12 holidays recognized in the MOU at 8 hours per
day at the rate of time and one half 1.5x ((8x1.5)x12 =144} for the year; and
WHEREAS, the fixed 144 hours of holiday pay currently being credited to retired
PFRS police captains and deputy chiefs is not consistent with the provisions of Article VII.
Section H. 3. of the 2006-2015 and the 2015-2019 OPMA MOUs; and
WHEREAS, PFRS staff performed analysis of four years of payroll data covering
fiscal years 2014-2015 through 2017-2018 to identify active police classified in ranks
captain and deputy chief who were credited at least 2,080 hours of regular and holiday
pay (falling inside their work schedule} in a year; and
WHEREAS, for the group of active police mentioned immediately above, PFRS
staff's further data analysis identified the amount of hours above 2,080 that such persons
were credited for straight-time holidays falling outside of an officers' regular work week
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(payroll code HOU HCT), and for holiday pay that captains and deputy chiefs actually
worked during their regular work week each year (payroll code HVA); and
WHEREAS, PFRS staff's analysis (appearing in Exhibit I of the November 28,
2018 agenda report) shows that active police in these ranks were credited holiday pay
above 2080 hours in the four years period as follows: 0 hours for 2014-2015, 8 hours for
2015-2016, 26 hours for 2016-2017, and 16.67 hours for 2017-2018; and
WHEREAS, the data shows that current method of crediting the holiday portion of
PFRS police retirees holding the ranks of captain and deputy chief results said retirees
receiving more holiday hours and overall relative compensation than what active police
of the same ranks are being paid, which is contrary to the objective of PFRS fluctuating
benefit system;
WHEREAS, the PFRS Board is under a fiduciary duty to avoid and terminate
overpayments in order to preserve fund assets to pay benefits to all members of the
System, which includes retired Fire Department members; and
WHEREAS, it is the duty of the PFRS Board to credit holidays to retired police in
a way which achieves a relative "equality of position" between retired and active police;
and
WHEREAS, the PFRS Board finds that given the variation in the number of holiday
hours which active police captains and deputy chiefs work each year, and the ever shifting
days of the week on which a number holidays fall each year, it is reasonable to achieve
the "equality of position" between active and retired police by calculating holiday credits
for PFRS police retirees classified in the ranks of captain and deputy chief through use of
an annual average (based on actual payroll data) of holidays hours credited to active
police in the same ranks; and
WHEREAS, the terms of the relevant MOUs and City of Oakland policies
demonstrate that the benefit called "floating holiday" does not increase overall annual pay
and is not compensable in cash except as part of terminal pay; and
WHEREAS, The PFRS Board, in light of its constitutional duties, now exercises its
discretion and powers in good faith; now therefore be it
RESOLVED: That the benefit described as a "floating holiday" in the OPMA MOUs
dated 2006-2015 and 2015-2019 is not compensation attached to rank for PFRS police
retirees, and shall not be used in calculating the holiday pay portion of retirement
allowances; and be it
FURTHER RESOLVED: that effective immediately, monthly allowances, including
the holiday credit portion of retirement allowances for all PFRS police retiree classified in
the ranks of captain and deputy chief shall be calculated as follows:
(1) Each year in July, a calculation shall be performed of police sworn payroll
data for the prior fiscal year of all active police classified as captain and
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deputy chief, who were credited at least 2,080 hours of time in the categories
REG, HOP, and all other paid leaves for the fiscal year, to identify (a)
Holidays that fall outside of a regular work schedule (payroll code HOL/HCT)
and (b) the Holiday Vacation Accrual hours (payroll code HVA), credited to all
persons in said ranks.
(2) The average identified by the calculation from step (1) above, plus 2,080
hours, shall be credited to all PFRS police retirees classified in ranks of
captain and deputy chief at the 1.0x rate, annualized into 12 equal monthly
installments for the following fiscal year commencing on July 1. For example,
fiscal year 2017-2018 active payroll data averages will be used to calculate
the PFRS Retiree Holiday Pay credit for payment in fiscal year 2018-2019.
(3) Any applicable longevity and uniform pay shall be added to the above.
(4) For the fiscal year 2018-2019, the average annual number of holiday hours
above 2,080 to be paid to PFRS police retirees classified in the rank of
captain or deputy chief shall be 17.67 hours (instead of 144 hours), and the
adjustment shall be implemented in the December 1, 2018 payroll (to be paid
on January 1, 2019); and
(5) The holiday credit of police retirees whose allowance is calculated using split
ranks shall be apportioned.

IN BOARD MEETING, CllY HALL, OAKLAND, CA _ _ _.;...:;N....;;;O_,V..;;:::E=M=B=E::.;..R.:...::2=8'-'-,=20;:;....1:...:8'----PASSED BY THE FOLLOWING VOTE:
AYES:

GODFREY, KASAINE, MELIA,
AND PRESIDENT JOHNSON

MUSZAR,

SPEAKMAN, WILKINSON,

NOES:
ABSTAIN:
ABSENT:
ATTEST: _ _ _ _ _ _ _ _ __
PRESIDENT

ATTEST: _ _ _ _ _ _ _ _ __
SECRETARY
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EFFECTIVE JULY 1, 2001 THROUGH JUNE 30, 2006
(EXCERPT)
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•

MEMORANDUM OF UNDERSTANDING
Between

CITY OF OAKLAND
and

OAKLAND POLICE OFFICERS' ASSOCIATION

Effective

July 1,

2001

through June 30,

2006

EXHIBIT H

Except as provided in subsection (3) below, employees will
option to receive overtime in cash or compensatory leave.
However, notwithstanding this provision, the City may elect to buy
any overtime worked (OT\N) credit in excess of ninety-six (96)

(1)

have the

hours.

Employees who are exempt from the provisions of FLSA
(2)
choosing cash compensation for direct charge overtime pursuant to
ll.E, (a)(3) above may defer payment for a later date. Employees
covered under the provisions of FLSA choosing cash compensation
for overtime may defer payment for a later date on overtime hours
earned up to the 171 hour FLSA work period limit. Employees shall
receive deferred overtime pay a maximum of twice each fiscal year,
payable in the months of December and July. Deferred overtime

payment requests for December must be made in writing by
November 1 on a form, which shall be provided by the Department.
Payments for such requests will be by separate check payable on
the first Friday, in the month of December, which is not a payday.
Any remaining or unclaimed deferred overtime will be paid at the
end of each fiscal year by separate check on the first Friday, in the.
month of July, which is not a payday. Deferred overtime cannot be
accumulated from one fiscal year to the next and it will be paid at
the salary level at which it was earned.
Compensatory Time.
Any compensatory time earned
(3)
beginning April 5, 1986 shall be accrued in a compensatory time
bank separate from any compensatory time accrued by employees
prior to April 5, 1986. The-maximum amount of compensatory time
which may be accrued in the April 5, 1986 compensatory time bank
shall be four hundred and eighty (480) hours. Any employee who
has a balance of four hundred and eighty (480) hours in his/her
April 5, 1986 compensatory time bank shall receive any subsequent
overtime earned in cash, until the balance once again drops below
four hundred and eighty (480) hours. Use of time from
compensatory time banks shall be on a last-in first-out (LIFO) basis,
beginning with the April 5, 1986 time bank. If no compensatory
time is left in the April 5, 1986 time bank, the employee's pre -April
5, 1986 time banks may be used.

•

•

•

.

•

•

•
.

•

•

(d)

Each employee regularly assigned as a Canine
Handler is authorized to spend and shall be deemed to have spent
fifteen (15) hours per month, over and above his/her regularly
scheduled hours of work, in ordinary care and informal training of
the assigned dog for such ordinary care and training that cannot be
For those
performed during regularly scheduled work hours.
Canine Handlers.

EXHIBIT H

July 1, 1974, who has a signed contract of fixed duration
his/her appointment to the Department for the duration of such contract.
hired

on or

after

upon

Organization Leave.

F.

(1)

Except

provided below, no employee
during his/her normal working hours.

shall

as

business

conduct Association

An Association representative processing a grievance shall be
(a)
allowed a reasonable period of release time to do so, provided that no
more than one such representative will be granted such release time to
process each grievance.

(b)

A

reasonable

number

of Association

representatives

reasonable release time to engage in meet
discussions, or other discussions, with representatives of the

shall

and

allowed

be

confer

City.

Up to fifty (50) working days paid leave of absence shall be granted
collectively to employees designated by the Association during each year
of the term of this Memorandum, subject to approval of the department

(2).

head, to attend seminars, conferences, or conventions at the local, state,
and national level.

The time is to be utilized

seminars, conferences,

precludes

which

regular

or

conventions

are

by such persons when said
held at a time or location,

attendance in addition to the

duties.

representative.
To establish

a

.

.
.

.

fund of Association Overtime Allowed

.

(a)

An individual

.

employee may

hours from his/her overtime account

(b)
.

or

maximum of
each contract year.

contribute

during

a

using

basis, without regard

for the rank of the person

an

each

employee
employee

on an

contributing

the time.

may be earned•
pursuant to Article II, Section E, hereof, City agrees to credit
with eight (8) hours compensatory leave for each year this

Compensatory Leave. In addition to such compensatory leave

by

eight (8)

The AOTA. account shall be contributed to, and drawn from,

hour-for-hour
to

-

(AOTA)

for use as
contribute
his/her
may
subject to the following

defined above, a represented employee
accumulated overtime to the Association,
conditions:

G.

of his/her

Association representatives who are designated by an authorized official
of the Association may take Association Overtime Allowed (AOTA),
subject to advance approval by the Chief of Police or his designated.

(3)

.

performance

as
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Agreement is in effect. Said compensatory leave shall be credited to each
employee's record at the beginning of the fiscal year. An employee whose
employment with the City terminates during the fiscal year shall be paid
termination pay, in accordance with established City procedures, for his/her
accrued compensatory leave, less the said eight (8) hours, unless he/she first
uses all compensatory leave on the books after said eight (8) hours is credited
and subsequently earns additional compensatory leave.
H.

Family Care Leave. Employees are entitled to Family Care Leave in accordance
with terms and conditions mandated by Government Code Section 12945.2.
Holidays. The following days

are

designated

as

City holidays:

January 1st.
The third Monday in January, known as "Martin Luther King Day."
February 12th, known as "Lincoln Day".
The third Monday in February.
The last Monday in May.
July 4th.
The first Monday in September.
September 9th, known as "Admission Day."
November 11th, known as "Veterans Day".
The Thursday in November appointed as "Thanksgiving Day".
The Friday after Thanksgiving.
December 25th.

ARTICLE VI ALLOWANCES
A.

Uniform Allowance.

1.

Initial Uniform Allowance. City agrees to
by this Memorandum, at the time of
allowance of two hundred and fifty dollars

provide to an employee covered
employment, an initial uniform
($250.00).

employee shall receive the annual uniform allowance payable at
employment; provided, however, that the annual uniform
allowance at the beginning of the first full year of employment shall be
prorated on the basis of service from the date of employment up to and
immediately preceding the first full fiscal year, to the extent that such
service period is less than a full fiscal year.

A

new

the time of

The

annual

Premium
first

paid in combination with Longevity
by separate check, payable on the
of July, which is not a payday.

allowance shall

Such

Pay.
Friday, in the

be

payment shall be

month

18

EXHIBIT H

EXHIBIT I
ACTIVE POLICE CAPTAIN AND DEPUTY CHIEF (OPMA)
HOLIDAY PAY CREDITED ABOVE 2080 HOURS
FOR FY 2014-2015, 2015-2016, 2016-2017 AND 2017-2018

Exhibit I
City of Oakland Police and Fire Retirement System
Active Police Captain and Deputy Chief (OPMA) Holiday Pay Earned Above 2080 Hours
Fiscal Years 2014/2015 - 2017/2018
FY 2014‐2015

Total Active
Holiday
Hours (a)
Count
TITLE
1 Captain of Police (PERS)
‐
2 Captain of Police (PERS)
‐
3 Captain of Police (PERS)
‐
4 Captain of Police (PERS)
‐
‐
5 Captain of Police (PERS)
6 Captain of Police (PERS)
‐
7 Captain of Police (PERS)
‐
‐
8 Deputy Chief of Police (PERS)
‐
9 Deputy Chief of Police (PERS)
10 Deputy Chief of Police (PERS)
‐
TOTAL HOURS
0
AVERAGES
0

Holiday
Vacation
Accrual ¹
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
0
0

Total Holiday
Hours
‐
‐
‐
‐
‐
‐
‐
‐
‐
‐
0
0

Current PFRS
Holiday Pay Hours
above 2080 Base
Pay
144
144
144
144
144
144
144
144
144
144
1440
144

Variance
between
Active and
Current
Retiree
Holiday
Pay
144
144
144
144
144
144
144
144
144
144
1440
144

(a) Summary of Holiday pay in addition to Base Pay. Excludes HDP which is considered part of the 2080 base pay for the purpose of this analysis
¹ Holiday Vacation Accrual provision not enacted until 2015‐2019 MOU

FY 2015‐2016

Total Active
Holiday
Hours (a) ¹
Count
TITLE
1 Captain of Police (PERS)
8
2 Captain of Police (PERS)
8
3 Captain of Police (PERS)
8
4 Captain of Police (PERS)
8
5 Captain of Police (PERS)
8
8
6 Captain of Police (PERS)
7 Captain of Police (PERS)
8
8
8 Deputy Chief of Police (PERS)
8
9 Deputy Chief of Police (PERS)
10 Deputy Chief of Police (PERS)
8
TOTAL HOURS
80
AVERAGES
8

Holiday
Vacation
Accrual ²
0
0
0
0
0
0
0
0
0
0
0
0

Total Holiday
Hours
8
8
8
8
8
8
8
8
8
8
80
8

Current PFRS
Holiday Pay Hours
above 2080 Base
Pay
144
144
144
144
144
144
144
144
144
144
1440
144

(a) Summary of Holiday pay in addition to Base Pay. Excludes HDP which is considered part of the 2080 base pay for the purpose of this analysis
¹ Received HOL because 4th of July Holiday fell outside of the regular work schedule
² MOU implemented in November 2015, no Holiday Vacation Accrual reported in FY 2015/2016

Variance
between
Active and
Current
Retiree
Holiday
Pay
136
136
136
136
136
136
136
136
136
136
1360
136

Exhibit I
City of Oakland Police and Fire Retirement System
Active Police Captain and Deputy Chief (OPMA) Holiday Pay Earned Above 2080 Hours
Fiscal Years 2014/2015 - 2017/2018
FY 2016‐2017

Total Active
Holiday
Hours (a)¹
Count
TITLE
1 Captain of Police (PERS)
24
2 Captain of Police (PERS)
24
3 Captain of Police (PERS)
24
4 Captain of Police (PERS)
24
5 Captain of Police (PERS)
24
6 Captain of Police (PERS)
24
24
7 Captain of Police (PERS)
8 Captain of Police (PERS)
8
9 Captain of Police (PERS)
24
24
10 Deputy Chief of Police (PERS)
16
11 Deputy Chief of Police (PERS)
12 Deputy Chief of Police (PERS)
24
TOTAL HOURS
264
AVERAGES
22

Holiday
Vacation
Accrual
0
12
0
10
7
0
0
0
11
7
0
0
47
4

Total Holiday
Hours
24
36
24
34
31
24
24
8
35
31
16
24
311
26

Current PFRS
Holiday Pay Hours
above 2080 Base
Pay
144
144
144
144
144
144
144
144
144
144
144
144
1728
144

Variance
between
Active and
Current
Retiree
Holiday
Pay
120
108
120
110
113
120
120
136
109
113
128
120
1417
118

(a) Summary of Holiday pay in addition to Base Pay. Excludes HDP which is considered part of the 2080 base pay for the purpose of this analysis
¹ Received HOL/HCT hours because Christmas, New Years Day, and Lincoln's Birthday Holiday fell outside of the regular work schedule

FY 2017‐2018

Total Active
Holiday
Hours (a)¹
Count
TITLE
1 Captain of Police (PERS)
8
2 Captain of Police (PERS)
16
3 Captain of Police (PERS)
16
4 Captain of Police (PERS)
16
5 Captain of Police (PERS)
16
6 Captain of Police (PERS)
16
16
7 Captain of Police (PERS)
8 Captain of Police (PERS)
16
9 Captain of Police (PERS)
16
16
10 Deputy Chief of Police (PERS)
16
11 Deputy Chief of Police (PERS)
12 Deputy Chief of Police (PERS)
16
TOTAL HOURS
184
AVERAGES
15.33

Holiday
Vacation
Accrual
16
7
0
0
0
0
0
0
0
5
0
0
28
2.33

Total Holiday
Hours
24
23
16
16
16
16
16
16
16
21
16
16
212
17.67

Current PFRS
Holiday Pay Hours
above 2080 Base
Pay
144
144
144
144
144
144
144
144
144
144
144
144
1728
144

(a) Summary of Holiday pay in addition to Base Pay. Excludes HDP which is considered part of the 2080 base pay for the purpose of this analysis
¹ Received HOL/HCT hours because Admission's Day and Veteran's Day fell outside of the regular work schedule

Variance
between
Active and
Current
Retiree
Holiday
Pay
120
121
128
128
128
128
128
128
128
123
128
128
1516
126

EXHIBIT J
LETTER DATED JUNE 20, 2018 FROM ROPOA SECRETARY
MR. ROBERT W. NICHELINI ON BEHALF OF THE
RETIRED OAKLAND POLICE OFFICERS ASSOCIATION

RETIRED OAKLAND POLICE OFFICERS ASSOCIATION
8 Yorkshire Drive
Oakland, CA 94618-2022
707 333-6071

June 20, 2018

Members of the Oakland Police and Fire Retirement Board
c/o David Low
1 Frank H. Ogawa Plaza
Oakland, CA 94612
Dear Members of the Oakland Police and Fire Retirement Board:
Holiday Pay/Holiday Premium Pay for Members of the
Oakland Police and Fire Retirement System
Set forth below is the Retired Oakland Police Officers Association’s (ROPOA)
response to Item D, which was scheduled for the May 30, 2018 meeting of the
Police and Fire Retirement System (PFRS) Board, before that meeting was moved
to the June 27, 2018 meeting -- A Supplemental Report Comparing the Current
Method of Calculating PFRS Police Retiree Holiday Pay Against the Holiday Pay
Received by Active Officers During the Last Three Fiscal Years.1 This response
is meant to supplement the November 15, 2017 Response from Retired Oakland
Police Officers Association & Petitioners to October 16, 2017 PFRS Agenda
Report on Holiday Pay previously submitted to the PFRS Board (see attached).
BACKGROUND
For more than 45 years, the holiday premium pay earned by Oakland police
officers for working on holidays has been held to be “compensation attached to the
rank” under the City’s Charter and must therefore be included in calculating
retirees’ pensions. (City of Oakland v. Oakland Police & Fire Retirement Sys.
(2014) 224 Cal.App.4th 210, 222, 231-33, fn.1 [“OPFRS”]; Buck v. City of Oakland
(Cal.Ct.App. 1971, No. 1-Civ-28402) [nonpub. Opn.]; Oakland Police & Fire
Retirement Association v. City of Oakland (Alameda Sup. Ct. 1996, No. 763859O) [nonpub. opn.].)
All officers in all ranks, Police Officer through Deputy Chief, receive holiday pay.
The July 1, 2006-June 30, 2015 MOU provided that active officers in patrol could
After the submission of this response, if the agenda report is subsequently modified or the agenda
changed, ROPOA will supplement the record as necessary.
1
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no longer work an 8-hour day: they were required to work at least 10-hour days.
Accordingly, their holiday pay (for working or not working on a holiday) was
calculated based on a 10-hour day or 12-hour day. Similarly, the 2015-19 MOU
also requires officers in patrol to work at least a 10-hour day; again, holiday pay
for active officers in patrol and others working 10- or 12-hour shifts is also
calculated based on a 10- or 12-hour day. At issue in the current litigation brought
by ROPA is the PFRS Board’s failure to include holiday premium pay in retirement
allowances paid to all similarly-situated retirees based on a 10-hour day.
In response, on October 25, 2017, the Plan Administrator submitted an agenda
report which was subsequently supplemented by the item scheduled for the May
and then for the June 27, 2018, meeting. Unfortunately, this report is
fundamentally flawed.


Retired PFRS police members are entitled to holiday pay/holiday
premium pay as if the retiree worked every available holiday.

It was never argued in Buck (or any subsequent litigation) that active officers
worked every available holiday. The number of holidays actually worked by active
officers is not dispositive to retirement allowance calculations.
By its nature, police work does not pause for holidays— “[b]eing subject to working
on holidays as regular work days is normal for police officers.” (City of Fremont v.
Bd. of Admin. of the PERS (1989) 214 Cal.App.4th 1026, 1031.) When officers
are scheduled to work on a holiday, they do not have discretion on whether to work
or not. If they want the day off, they are required to request and receive permission
from their superior officer—and such permission is rarely granted. Retired police
officers who are now collecting pensions regularly worked holidays while they were
active and made contributions to PFRS based on the premium pay they received
for this hardship. Current, active police officers regularly work holidays and earn
premium pay for doing so. They also receive holiday pay when they do not work
on holidays. (See 2006-15 & 2015-19 MOUs, art. art. VI.G.3.)
The Board is required to liberally construe ambiguous language in favor of retirees.
Given the consistent, forty-five year practice of paying holiday premium pay as if
retirees worked the holiday, the Board is obligated to interpret the phrase in a
manner favorable to the pensioners.
It is particularly egregious that the Administrator’s retirement reduction proposal
comes at a time are already litigating these issues and exploring settlement.
ROPOA will have to take all immediate legal action necessary to protect the
interests of its members if the Board adopts the Administrator’s proposal.
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AGENDA REPORT
The Plan Administrator’s Agenda Report:


Ignores the basic premise that the majority of active officers work and are
compensated for 10 or 12-hour holidays with a combination of holiday pay
and holiday premium pay resulting in significant retirement allowance
underpayments. Even though the Board determined 12-hour holidays are
“compensation attached to the rank” for one retired member, other similarly
situated retirees have not been paid.



Fails to recognize the number of holidays actually worked by active officers
is not dispositive to the calculation of retirement allowances. No one as far
back as Buck has alleged all active officers worked all holidays. Rather, it
is undisputed all active officers are required to work holidays unless relieved
from duty and receive additional holiday pay whenever a holiday falls on
their regular day off.



Fails to analyze holiday pay separately and attempts to attack the number
of hours that retired members are currently credited with by comparing
averages of the combined base pay and holiday pay of active officers. This
deeply flawed methodological approach ignores the fact that retired
members are entitled to be compensated for 2080 hours of base pay and
compounds this issue by excluding a subsect of active officers with higher
relative base pay. Similarly, it is unclear if active officers that did not work
the full year or were on unpaid leave were wrongly included.



Does not attempt to answer the simple question of how many holidays
active officers work (even if this were to be dispositive). If, based on a 10hour shift, an active officer worked just half of the holidays, they would
receive 158 hours of holiday pay, rather than the 144 hours received by
retired members.



Fails to address the inconsistencies in the self-reported payroll data, which
the City has admitted is the source of great confusion among active officers
with respect to how holiday pay is supposed to be reported.



Fails to address inherent flaws in calculating retirement allowances based
on averages: such averages would be a moving target depending on
available staffing, the day of the week the holiday falls on, anticipated or
unanticipated workloads, emergency situations, and other factors. The
averages would need to be re-computed on a regular basis – maybe even
monthly. This is why, construing the Charter liberally in favor of retirees,
Courts have held for over 45 years that compensation should be based on
an assumption that retirees worked all holidays.
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Attempts to “cherry-pick” Police Management Association holiday benefits
that favor the Plan Administrator’s recommendation while ignoring new
benefits (e.g., additional compensation for POST Management Certificates,
Management Leave, and Vacation Buy Back) that favor the retired member.



Fails to acknowledge “floating holiday” hours are “posted” to each active
member’s compensatory time bank and can be converted to cash
payments. It is simply untrue that “floating holiday” hours are lost if not
used.



Does not provide a plan to fairly compensate members who retired with
“split ranks” represented by both to OPOA and the OPMA.



Does not consider the result of “deferred payment” or holidays worked in
exchange for compensatory time (that may be “cashed out” at some later
date). This fact alone renders the City’s data flawed and incomplete.

The Plan Administrator’s agenda report claims Oakland Police Department shift
schedule modifications resulted in changed circumstances requiring a reevaluation
of holiday pay/holiday premium pay calculations. However, the Plan Administrator
likely does not know and/or cannot determine the number of holidays worked by
active officers when holiday pay/holiday premium pay issues were previously
litigated. Accordingly, the Plan Administrator has articulated no basis (or starting
point) from which to determine the number of holidays worked by active members
has “changed.”
CAPTAINS AND DEPUTY CHIEFS
It is important to recognize no retired member holding the rank of Captain or
Deputy Chief was ever a member of or represented by the OPMA and his or her
compensation and benefits were always attached to the OPOA MOU.
In approximately 1990, a similar situation had the potential to adversely affect
pensions for retired Chiefs of Police. In order to avoid such an outcome, a
determination was made that pension allowances for retired Chiefs would
henceforth be attached to the OPOA MOU (and likewise, retired Fire Chiefs are
attached to the Local 55 MOU). There is no logical reason retired Captains and
Deputy Chief should not be treated in the same manner.
Reviving Prior Arguments Rejected by the Court of Appeal
The Plan Administrator is attempting to revive the City's 2010 assertion that the
2006-2010 MOU changed how holidays are paid. The Board thoroughly reviewed
that claim with a series of hearings running from October 2010 through about
January 2011. After these hearings, and following the receipt of a 13-page legal
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opinion from the Board's independent counsel, the Board concluded that holidays
were being paid correctly and in accordance with Buck. Then the City sued in
2011 on the same issue, using the same argument. The appellate court rejected
that claim with very clear language in OPFRS. Now, the Plan Administrator is
making related arguments without offering any logical explanation as to why the
Board is not precluded from adopting the report’s recommendations by that prior
litigation. Previous court decisions over the past 47 years clearly preclude the
Board from pursuing this issue again. By contrast, the issue of active officers
working ten-hour days was not part of the Board’s hearings or Court decision in
OPFRS. Retirees are entitled to relief from this continuing failure to pay holidays
in accordance with the length of days worked by retirees.
CONCLUSION
The Board should reject the Plan Administrator’s recommendations. The Plan
Administrator’s proposal is a disguised attempt to reduce retirees’ base pay from
2080 hours to less than 2080 hours.
ROPOA is, however, remains willing to discuss settlement of the present litigation
and is willing to discuss representation unit and/or revision of retirement benefits
for Captains and Deputy Chiefs based on the “compensation attached to the rank”
elements included in the OPMA MOU.
/s/ Robert W. Nichelini
Robert W. Nichelini
Secretary
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McCRACKEN, STEMERMAN & HOLSBERRY, LLP
Counselors and Attorneys at Law

November 15, 2017
San Francisco

Via E-Mail (DLow@oaklandnet.com) and U.S. Mail
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Oakland Police and F ire Retirement System Board
c/o David Low
150 frank Ogawa Plaza, Ste. 3332
Oakland CA 94612
Re:
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Response from Retired Oakland Police Officers Association
& Petitioners to October 16, 2017 PFRS Agenda Report on
Holiday Pay
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Dear Oakland Police and F ire Retirement System Board:
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Retired Oakland Police Officers Association (“ROPOA”), Ronald B.
Gunar, Ned S. Ubben, Raymond T. Miller, Robert L. Aven, and Nita G.
Balousek (“Petitioners”), hereby submit this response to the PFRS Staff
Report from October 16. 2017.
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Summary of Material Facts
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Compensation Attached to the Rank

As you know, PFRS is a fluctuating pension system: under the Charter,
retirement benefits are calculated as a fraction of the amount of compensation
paid to active police officers of the same rank—known as compensation
“attached to the rank.” The purpose of a fluctuating system is to maintain a
standard of living and equality of position between the retired and active
officers.
The Charter sets PFRS pensions at a fixed fraction of “compensation
attached to the average rank held.” (Charter § 260$.) Compensation, as
defined in the Charter, is the “monthly remuneration payable in cash, by the
City.. but excluding remuneration paid for overtime and for special details
(Charter § 2607.) Whether compensation is “attached to
‘
or assignments
the average rank” is based on the compensation paid to active sworn peace
officers (“actives”), and is determined by the City’s actual pay practices for
actives, including but not limited to as provided for in the Memoranda of
Understanding (“MOU5”) between the City and the Oakland Police Officers
Association. (City of Oakland v. Oakland Police & fire Retirement Sj’s.
(2014) 224 Cal.App.4th 210, 231, 217 [“OPfRS”J.)
.

.
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McCRACKEN, STEMERMAN & HOLSBERRY, LLP
David Low
November 15, 2017
Page 2

Holiday Pay Based on 10-Hour Days

2.

All officers in all ranks, Police Officer through Deputy Chief, receive holiday pay.
The July 1, 2006-June 30, 2015 MOU provided that active officers in patrol could no longer
work an 8-hour day: they were required to work at least 10-hour days. Accordingly, their
holiday pay (for working or not working on a holiday) was calculated based on a 10-hour day
or 12-hour day. Similarly, the 2015-19 MOU also requires officers to work at least a 10-hour
day; again, holiday pay for active officers in patrol and others working 10- or 12-hour shifts
is also calculated based on a 10- or 12-hour day. At issue in the court case is the PFRS
Board’s (“Board’s”) failure to include holiday premium pay in retirement allowances paid to
all similarly-situated retirees based on a 10-hour day.
The MOUs require that all officers be paid for twelve holidays per year at “straight
time” (their regular rate of pay or regular holiday pay) regardless of whether or not they are
working. (2006-15 & 20 15-19 MOUs, art. V1.G.3.) This pay is referred to as “holiday pay.”
Active officers are also paid holiday premium pay in addition to their regular holiday pay.
When an active officer works on a holiday, holiday premium pay is paid in addition to the
regular pay at the rate of time-and-one-half. (2006-15 & 2015-19 MOUs, art. Vl.G.3.) The
20 15-19 MOU describe this practice as follows: “in addition to the straight-time holiday pay,
if the holiday is worked, the officer shall be paid for all hours worked at the overtime rate of
time and one-half (1.5). If the holiday is not worked because of a regular day off; or by
employer request, the officer wifl be paid holiday pay at the straight time rate. In the event
that a holiday falls on an officer’s day off, the officer may take the holiday in pay or comp
time at straight time, at his/her election.” (20 15-19 MOU, art. VI.G.3.) The 2006-15 MOU
uses identical language, except that it uses the words “employee” or “member” in place of
“officer.” (2006-15 MOU, art. VI.G.3.)
3.

Board Determination that Holiday Pay Based on 12-Hour Day Attached
to Rank for One Retiree

In November 2013, the Board determined that holiday pay based on a 12-hour day
was compensation “attached to the rank” for one active PFRS member who was in the
process of retiring, and determined that holiday pay based on a 12-hour day should be
included in calculating that retiree’s benefits. A resolution was adopted by the Board that
held, in a 6-0 vote, with one abstention, that “Holiday Pay retirement allowance shall be
based on
twelve hours per holiday.” (PFRS Resolution No. 6776, Nov. 13, 2013.)
...

Despite requests from ROPOA on behalf of Petitioners and other retirees, the Board
refused to award holiday pay based on a 10- or 12-hour day to all other similarly-situated
PFRS retirees and beneficiaries. Indeed, the Board flatly refused to address the issue.
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Legal Analysis
A.

Pension provisions must be liberally construed in favor of pensioners.

Retirees have contractual rights in their pensions, which are protected by the
California Constitution, and benefits may not be changed to their detriment. Under the
California Constitution, “the duty of a public retirement board ‘to its participants and their
beneficiaries shall take precedence over any other duty,’ including minimizing employment
contributions and defraying administrative costs.” (Id. [citing Cal. Const., an. XVI, § 17,
subd. (b)].) Pension provisions must be liberally construed in favor of the pensioners, and
benefits provisions must be applied “fairly and broadly.” (Eichetherger v. City ofBerkeley
(1956) 46 Cal.2d 182, 188.) A “retired employee has a contractual right, protected by
constitutional guarantees, in a pension
and such benefits may not be changed to [that
employee’s] detriment.” (OPFRS, 224 Cal.App.4th at pp. 226-27 [alteration in original]
[citing Dunham v. City of3erkelev (1970)7 Cal.App.3d 508, 513].)
...‘

Although fluctuating pension plans like PFRS are not static, their purpose is to
“guarantee the pensioner a fairly constant standard of living despite inflation,” (Kreeft v. City
of Oakland (1998) 68 Cal.App.4th 46, 54) and to “maintain equality of position between the
retired member and the members currently holding the rank the pensioner attained before
retirement.” (OFFRS, supra, 224 Cal.App.4th at p. 227.) Accordingly, California courts
have repeatedly held that cities with fluctuating retirement systems, such as Oakland’s PfRS,
may not escape from their promises to pay retirement benefits.
B.

Where a court can determine whether a retiree met the criteria necessary
to receive premium pay, that pay attaches to the rank.

Construing the Oakland City Charter, courts have repeatedly determined that where a
“court [can] determine whether the retired plaintiff met the criteria necessary to receive the
additional pay,” that pay attaches to the rank. (Kreeft, supra, 68 Cal.App.4th at pp. 60-6 1;
see also OFFRS, supra, 224 Cal.App.4th at pp. 23 1-33 & fn. 12 [PFRS holiday premium pay
attached to the rank] [citing Buck v. City of Oakland (Aug. 25, 1971, 1 Civ. 28402) (nonpub.
op.) (same)]; OFFRS, supra, 224 Cal.App.4th at pp. 222 & 240 [PFRS “line-up pay,” extra
pay for working in patrol, was judicially determined to be attached to the rank; “any PFRS
retiree who had been assigned to patrol
at any time during the final three years of
employment was given credit for ‘the amount of line-up pay received by active police
officers similarly assigned.”] [citing Area v. City of Oakland (Super. Ct. Alameda County,
1984, No. 5 79832-8) (“Area T’)].
...

Retirement systems must pass along pay increases to retirees even when those
increases are based on new, non-rank-specific criteria. (See, e.g., Abbott v. City ofLos
Angeles (1960) 178 Cal.App.2d 204, 214-15 [“merit” and “longevity” bonuses attached to
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the rank]; City ofLong Beach v. Allen (1956) 143 Cal.App.2d 35 [new salary ordinance
providing for “merit” increases to be given only on recommendation of the chief of police
must be awarded to retirees even though they had retired prior to the adoption of the
ordinance and could not comply with the merit evaluation]; Estes v. City ofRichmond (1967)
249 Cal.App.2d 538, 541, 546 [“hazardous duty pay” for completing one “tour of duty” each
month was attached to the rank]; Dunham, supra, 7 Cal.App.3d at pp. 512, 515 [new
incentive program for training was a “system of general pay raises” and thus compensation
attached to the rank, because retirees “performed the services, including training, required of
them; they are entitled to their deferred compensation
based on the benefits now received
by their active counterparts”].) To provide otherwise would allow municipalities to escape
their promises to pay retirees based on the compensation due to actives.
...

C.

Holiday premium pay is attached to the rank.

F or more than 45 years, the holiday premium pay earned by Oakland police officers
for working on holidays has been held to be “compensation attached to the rank” under the
City’s Charter and must therefore be included in calculating retirees’ pensions. (OPFRS, 224
Cal.App.4th at pp. 222, 231-33, fn. l3uck v. City of Oakland (Cal.Ct.App. 1971, No. 1-Civ2 8402) [nonpub. Opn.]; Oakland Police & Fire Retirement Association v. City of Oakland
(Alameda Sup. Ct. 1996, No. 763859-0) [nonpub. opn.].)
By its nature, police work does not pause for holidays— “[b]eing subject to working
on holidays as regular work days is normal for police officers.” (City offremont v. 3d. of
Admin. of the PERS (1989) 214 Cal.App.4th 1026, 1031.) When officers are scheduled to
work on a holiday, they do not have discretion on whether to work or not. If they want the
day off, they are required to request and receive permission from their superior officer—and
such permission is rarely granted. Retired police officers who are now collecting pensions
regularly worked holidays while they were active and made contributions to PFRS based on
the premium pay they received for this hardship. Current, active police officers regularly
work holidays and earn premium pay for doing so. They also receive holiday pay when they
do not work on holidays. (See 2006-15 & 2015-19 MOUs, art. art. VI.G.3.)
Because active police officers are regularly scheduled to work on holidays—and have
no discretion on whether to take those days off—the holiday premium pay that they receive
for this hardship is “compensation attached to the rank.” It “adhere[s] to the rank, as an
appertaining quality or circumstance.” (Kreeft, supra, 6$ Cal.App.4th at p. 57.) An active
police officer is entitled to holiday premium pay not based on “his individual efforts over and
above what are required to obtain the rank” but rather in the normal course of his scheduled
work. Holiday premium pay is no different from other forms of variable pay that courts have
held to “attach” to a rank for pension purposes. (See, e.g., Abbott v. City ofLos Angeles
(1960) 17$ Cal.App.2d 204, 213-214 [longevity and merit pay attached to the rank, even
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though not all members of the rank were entitled to them, and even though retirees entitled to
varying amounts of the pay].)
As this Court recognized in Kreeft, the term “compensation attached to the rank” is
ambiguous. Given the Charter’s ambiguous language—and the consistent, forty-five year
practice of paying holiday premium pay as if retirees worked the holiday, the Board is
obligated to interpret the phrase in the manner most favorable to the pensioners. (Rose,
supra, 126 Cal.App.3d at p. 940 [“If an ambiguity or uncertainty exists, the foregoing
statutory provisions are to be construed in favor of the pensioner.”]; City of Oakland, supra,
95 Cal.App.4th at p. 39 [pension “laws are to be interpreted in favor of the employee or
beneficiary when a semantic ambiguity is presented by the statute at issue”].)
The Court of Appeal in OFFRS, 224 Cal.App.4th 212, recently described the long
history of holiday premium pay being attached to the rank:
The question of whether holiday pay is ‘compensation attached to rank” for
purposes of calculating PFRS retirement benefits was first addressed
by Division Four of the First Appellate District in 1971 in the case of Buck v.
City of Oakland (Aug. 25, 1971, 1 Civ. 28402) (nonpub. opn.) (Buck).
When Buck was decided, the compensation payable to active members of the
Department was set by salary ordinance. (See Oakland Ord. No. 4817,
amending § 1.19 of Oakland Ord. No. 4727 (the 1971 Ordinance).) With
respect to holiday pay, the 1971 Ordinance provided in relevant part: “Time
worked by any officer or member of the Police Department in excess of 40
hours during any one-week period shall be deemed overtime work; provided,
however, that whenever any legal holiday, as herein designated, shall fall
within any such one-week period, the said officer or member of the Police
Department shall be credited with 8 hours of work in computing said 40 hours
during said one-week period.!t (Ibid.)
...

...

The court went on to determine that remuneration for holiday work did not
constitute overtime and therefore was not excluded from the Charter’s
definition of “compensation.” (Buck, supra, 1 Civ. 28402; see Charter, art.
XXVI, § 2607 [“ [c]ompensation” defined as monthly remuneration excluding
overtime].)
OFFRS, 224 Cal.App.4th at pp. 2 17-18. The Court in Buck held that retirees must be
compensated as if they worked each holiday. The Court explained that after Buck, the City
tried to avoid paying holiday pay to retirees by providing compensatory time off in lieu of
actual holiday pay:
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In the wake of Buck, the City reportedly tried to avoid the inclusion of holiday
pay in PFRS retirement benefits by altering the holiday pay structure for active
members of the Department. Specifically, the Department began giving active
officers compensatory time off in lieu of actual holiday pay. In response to this
change, lawsuits were filed and eventually the City was permanently enjoined
from enforcing any “ordinance, resolution or directive which decreases or
attempts to decrease the holiday pay received by Oakland police officers or
firemen as monthly compensation comprising salary.” (Doan v. City of
Oakland (Super. Ct. Alameda County, 1972, No. 426926) (Doan).) In
addition, the City was ordered to pay active members retroactively for any lost
holiday pay and was directed “to pay the increased retirement allowances
based thereon pursuant to the [Buck] decision.” (Ibid.)
...

Id. at pp. 218-19. The Court went on to explain that subsequent litigation in Area II was
initiated because retirees were being compensated based on 8 hours of premium pay, while
actives were being credited with 12 hours of pay:
Based on the language of the MOU’s, PFR$ retirees only received credit for
eight hours of holiday premium pay in the calculation of their retirement
benefits from 1976 through 1996. In contrast, active members of the
Department received 12 hours of holiday pay during this same period.
Holiday premium pay was again the subject of litigation in 1996.
(See Oakland Police & Fire Retirement Assn. v. City of Oakland (Super. Ct.
Alameda County, 1996, No. 763859) (Area Ii).) Area II was a class action
lawsuit filed on behalf of PFRS retirees and their beneficiaries challenging the
MOU language that excluded retirees from receiving credit for the additional
four hours of holiday pay that was being paid to active members of the
Department. In that case, the City did not contest the holding
in Buck, but argued that the additional four hours of holiday pay was
“overtime” pay and therefore expressly excluded from the calculation of PFRS
retirement benefits. (See Charter, art. XXVI, § 2607 [[c]ompensation”
defined as monthly remuneration excluding overtime].)
Id. at pp. 219-20. After reviewing the relevant case history’, the Court of Appeal again held in
2014 that retirees had to be paid as if they worked the holidays:
Similarly, the inclusion in the 2006-20 15 MOU of express language defining
the rights of active members to certain holiday pay when they do not work on
a holiday has no bearing on active members’ continuing entitlement to receive
extra compensation when they do. Although the amount of remuneration has
changed over the years, for over four decades active members of the
Department have possessed an unbroken right to holiday pay for working on
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holidays. And, based on Buck, PFRS retirees have been entitled
during that
same period
to have such holiday pay included in the calculation of their
retirement allowance.
—

Id. at p. 229.
Accordingly, retirees and beneficiaries must be compensated as if they worked the
holidays.
U.

Compensating retirees as if they worked the holiday, as required by Buck,
entitles them to 18$ hours of holiday pay rather than the current 144
hours they are receiving.
1.

Retirees’ holiday pay should be based on the 10-hour and 12-hour
shifts worked by actives.

Active officers working in patrol are required to work a 4/10 schedule, meaning that
they work at least 10 hours per shift rather than 8 hours per shift. A substantial number of
officers, including patrol officers, work 12-hour shifts.’ Accordingly, when actives receive
holiday premium pay for working on a holiday, they receive 10 hours at I .5x pay, or 15
hours of pay, or 12 hours at 1.5x, or ij
sQfpa, respectively. (When they do not work
on a holiday, they receive 10-12 hours of holiday pay.)2
however, despite the fact that actives are now being paid holiday pay based on 10hour or 12-hour days, retirees are still being paid based on 8-hour days, so they are receiving
just jiiofja per holiday. Instead, pursuant to Buck, they should be paid as if they
worked the holiday:
o
o

12 holidays x 15 hours for holidays worked
floating holiday = $ hours3

=

180 hours

The City’s own numbers suggest that approximately 10% of active police work 12-hour
shifts.
means that even if an active officer didn’t work any holidays—extremely unlikely
unless they were out on leave—they would still receive 120-144 hours of holiday pay.
Contrary to the assertion in the PFRS Staff Report, holiday pay that is paid when actives do
work a holiday is not paid in liett of base pay; actives do not receive base pay for days on
which they do not work. It is pay in addition to base pay. (See 2006-15 & 20 15-19 MOUs,
art. VI.G.3.)
As the Court held in Doan, supra, Alameda Superior Court Case No. 426926, the City
cannot escape its holiday pay obligations to retirees by providing holiday pay to actives as
“compensatory time off.”
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188 hours of holiday pay
2.

It is not workable to calculate compensation attached to the rank
based on averages.

PFRS Staff have analyzed payroll data based on the total number of hours worked by
active officers, but what is relevant here is pay for holidays. And, in looking at total hours
worked, the Staff Report left out the 10% of active officers who had a base of 2184 hours,
who received 18 hours for each holiday they worked, as 12 hours for each holiday they did
not work, which obviously skews the entire analysis.
PFRS Staff have asserted that active officers work, on average, approximately 6-7
holidays per year. But compensation attached to the rank cannot be reasonably calculated
based on averages: such averages would be a moving target depending on available staffing,
the day of the week the holiday falls on, anticipated or unanticipated workloads, emergency
situations, and other factors. The averages would need to be re-computed on a regular basis
maybe even monthly. This is why, construing the Charter liberally in favor of retirees,
Courts have held for over 45 years that compensation should be based on an assumption that
retirees worked all holidays.

—

Moreover, even if the Board were to accept the premise that holiday premium pay
should be calculated based on the average number of holidays worked by actives, this still
means retirees are owed additional pay according to the City’s own data:
•

If, based on a 10-hour shift, an active officer worked just ha/f of the holidays,
they would receive 158 hours of holiday pay, rather than the 144 hours
received by retirees:
o 6 holidays x 15 hours for holidays worked = 90 hours
o 6 holidays not worked x 10 hours for holidays falling on day off” 60
hours holiday pay
o 8 hours floating holiday

•

If an active officer worked 7 holidays, they would receive 163 hours of
holiday pay, rather than the 144 hours received by retirees:
o 7 holidays x 15 hours for holidays worked = 105 hours
o 5 holidays not worked x 10 hours for holidays falling on day off” 50
hours holiday pay
o 8 hours floating holiday
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Even if the Board finds that holiday pay should be calculated based on the average
number of holidays worked by actives, this still means that retirees are owed additional
compensation.
Figure 1. Hoilday Pay & Holiday Premium Pay for Active Officers
Holiday

January 1

MLK Day
(3rd
Monday in

Lincoln
Day (Feb.
12)

Feb. 3rd
Monday

Holiday
Premium
Pay if
worked
Holiday
Pay if
not
worked

15-18
hours

15-18
hours

15-18
hours

15-18
hours

10-12
hours

10-12
hours

10-12
hours

10-12
hours

Labor
Day (1st
Monday
Sept.)
Holiday
15-18
Premium hours
Pay if
worked
Holiday
10-12
Pay if
hours
not
worked
Holiday

E.

—

Memorial
July 4th
Day (last
Monday
May)
15-18 hours 15-18
hours

10-12 hours

10-12
hours

Sept. 9
(Admission
Day)

November Thanksgiving Friday after
11
(Thurs in
Thanksgiving
(Veterans Nov.)
(Nov.)

Christmas
(Dec. 25)

15-l8hours

15-18
hours

15-l8hours

15-l8hours

15-18
hours

10-l2hours

10-12
hours

10-l2hours

10-l2hours

10-12
hours

Holiday pay should not be changed for captains and deputy chiefs.
1.

PFRS Captain and Deputy Chief Ranks are obsolete and
compensation should be determined by looking at the OPOA
MOU.

Captain of Police (PfRS) and Deputy Chief of Police (PFRS) are obsolete ranks and
compensation attached to those ranks must be calculated in the same maimer as other
obsolete ranks including Chief of Police, Inspector of Police and Director of Police Services.
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Approximately 25 years ago, the PFRS Board decided retirement allowances for
Chiefs of Police, Inspectors of Police and subsequently a Director of Police Services would
henceforth be based on cost of living adjustments and other wage increases received by
members of the Oakland Police Officers Association (OPOA). At that time, every member
of the Oakland Police Department, except the Chief of Police, was a member of and
represented by the OPOA (the Chief was an unrepresented member of the OPOA).
It is, therefore, illogical to base retirement allowances, including holiday and holiday
premium pay, for retired PFRS captains and deputy chiefs on provisions of the Police
Management Association Memorandum of Understanding (PMA MOU) while retired Chiefs
of Police, Inspectors of Police and a Director of Police Services remain attached to the
OPOA MOU. No retired PFRS captain or deputy chief was ever a member of or represented
by the PMA.
furthermore, there is no longer any community of interest between retired and
currently employed captains and deputy chiefs. Many responsibilities of PFRS deputy chiefs
have been transferred to the new rank of Assistant Chief and Ca1PERS captains no longer
regularly work in the field at night or on weekends and holidays, unlike PFRS captains.
Salary and benefit provisions of the PMA MOU reflect current working conditions and
responsibilities.
Retired PFRS captains and deputy chiefs should remain attached to the OPOA MOU
for calculation of retirement allowances.
2.

Even if PFRS relies on the PMA MOU, it is fundamentally unfair
to “cherry pick” the PMA MOU for provisions that are
detrimental to PFRS retirees and ignore those that are of benefit.

It is undisputed that the Police Management Association agreed to modify holiday
and holiday premium pay provisions for Ca1PERS captains and deputy chiefs to reflect
current assignments, working conditions and membership in the Ca1PERS retirement system.
However, it is also undisputed that the PMA received other benefits to offset any loss of
holiday or holiday premium pay.
Specifically:
•

•

Vacation Buy Back 120 Hours: This is a cash benefit payable to all Ca1PERS
captains, deputy chiefs and the Chief of Police and is clearly compensation attached
to the rank. No individual effort is required to obtain this benefit.
Management Leave 15 Days: This is a cash benefit payable to all Ca1PERS
captains, deputy chiefs and the Chief of Police and must be considered compensation
attached to the rank. No individual effort is required to obtain this benefit.
—
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•

•

POST Management Certificate 5% of pay: It is undisputable that every Ca1PERS
captain and deputy chief has qualified for a POST Management Certificate by virtue
of their tenure in the Department and completion of required training. Every retired
PFRS captain and deputy chief also holds a POST Management Certificate and
should be paid accordingly.
Bachelor’s Degree 5% of pay: While we do not yet have access to supporting data,
it is likely that every Ca1PERS captain and deputy chief holds a bachelor’s degree.
This results in a cash benefit and compensation attached to the rank for PFRS retirees.
—

If the Board decides to modify the historic manner in which holiday and holiday
premium pay is calculated for retired captains and deputy chiefs based on the PMA
MOU, all other PMA cash benefits must be classified as compensation attached to the
rank and paid to retirees.
Conclusion
Retirees should be compensated for holiday premium pay as if they worked the
holiday, and should be awarded 188 hours of holiday pay rather than the current 144 hours.
The PFRS Staff Report calculations do not analyze the hours actually worked and paid on
each holiday, but instead, improperly focus on the average number of hours worked by active
officers each year. Moreover, in calculating averages, the PFRS Staff Report improperly
disregards the 10% of police officers who are paid 18 hours per holiday worked (resulting in
216 hours of holiday pay if all holidays worked, or 180 hours holiday pay even ifjust half of
holidays are worked), obviously skewing the numbers. Even if the Board fails to pay retirees
as if they worked all holidays, and even if the Board determines that retirees should be
compensated as if they are working only 6-7 holidays, retirees are still being
undercompensated. Finally, PFR$ cannot cherry pick provisions from the PMA MOU that
disadvantage retirees while ignoring those provisions that benefit retirees.
We urge the Board to take all necessary steps to compensate retirees and beneficiaries
for 188 hours of holiday pay rather than the 144 hours currently being paid. Thank you for
your time and consideration.
Very truly yours,

Sarah
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EXECUTIVE SUMMARY

The purpose of this memo is to compare the current method of calculating PFRS Police retiree
holiday pay benefits against the holiday pay received by active police officers during the last
three fiscal years. This memo also addresses two related issues: (1) an adjustment of the way
holiday pay retirement benefits are being calculated with respect to police retirees who retired at
the rank of captain or above; and (2) whether the floating holiday is compensation attached to
rank. Our report shows:
•

The current method of calculating PFRS police retiree holiday pay benefits credits
retirees with higher relative pay than the majority of active police officers receive.

•

Police retirees who retired at the rank of captain and above are erroneously being credited
Holiday Premium Pay at time-and-a-half, which is higher than what is granted under the
current OPMA (Oakland Police Management Association) MOU.

•

The Floating Holiday is not compensation attached to the rank for police retirees, because
it is compensatory time that is not payable in cash.

BACKGROUND

At its March 29, 2017 Board Meeting, the PFRS Board passed a motion to set a hearing on
August 30, 2017 to examine police holiday pay adjustments asserted by plaintiffs in Alameda
County Superior Court Case No. RG 16838274. At the June 28, 2017 Board meeting, the Board
passed a motion to reschedule the August 30, 2017 board hearing to the October 25, 2017 Board
meeting.
For this report, Staff has analyzed payroll records for active police officers for fiscal years (July
through June) 2014/2015, 2015/2016 and 2016/2017, to determine how much holiday pay active
police typically receive, and the combined number of hours of base and holiday pay active police
officers actually received, compared to the number of hours that PFRS police retirees and
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beneficiaries are credited under the current method of calculating police retiree benefits. The
results are summarized in the attachments to this report.
ANALYSIS
In accordance with the City Charter, the PFRS police retirees are paid based on compensation
"attached to the average rank held". The benefits PFRS retirees receive are intended to maintain
parity with the pay deemed attached to the rank that active sworn personnel receive. The active
police pay elements currently being paid to retirees include (1) Base Pay (2) Holiday Pay, (3)
Uniform Pay, and (4) Longevity Pay.
The current method of calculating police retiree benefits relating to Base Pay and Holiday Pay is
as follows: As a starting point for the calculation, police retirees are credited an amount that is
based on an active police officer's annual Base Pay of2080 hours (40 hours X 52 weeks). In
addition to the 2080 hours, police retirees are credited with 144 hours relating to Holiday Pay,
for a total of 2224 hours.
The 144 hours relating to Holiday Pay is a holdover from prior Department General Order
(DGO) D-8, 1 when active police were paid at a Holiday Premium Pay rate of l .5X (8 hours X
1.5 = 12 hours) per holiday in addition to their Base Pay, regardless of whether they actually
worked the holiday. Thus, ifthere were 12 paid holidays in the MOU, active police would
receive 144 hours (12 holidays X 12 hours) in Holiday Premium Pay. PFRS therefore also
credited the police retirees with 144 hours of Holiday Premium Pay.
However, since 2006 and subsequent OPOA (Oakland Police Officer Association) MOUs, active
police are no longer paid additional holiday pay at a premium rate of 1.5X per holiday regardless
of whether they actually work the holiday. Active OPOA police officers (below the rank of
captain) receive additional Holiday Premium Pay at the premium rate (l.5X) only if they actually
work the holiday. DGO D-8 has since been rescinded.
In addition, effective with the 2006-2015 OPMA (Oakland Police Management Association)
MOUs (applicable to members at the rank of captain and above) active police OPMA officers
only receive 8 hours of straight time Holiday Pay whether they work the holiday or not. OPMA
Officers who actually work on a holiday are compensated Holiday Premium Pay at straight time,
in the form of additional vacation under the new 2015-2019 contract.
In summary, under the current MOUSs, active police officers must work a holiday on their
normal scheduled work day to receive additional Holiday Premium pay. Staff analyzed the
total number of hours of Base Pay and Holiday Pay active police have been credited with in the
last three fiscal years, in order to compare that to the total number of hours of Base Pay and

1

See Department General Order D-8 Holidays, section II.B.5., 6., and 7, attached hereto as Exhibit A.
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Holiday Pay (2224) that PFRS Police Retirees are credited with. 2
ANALYSIS OF ACTIVE POLICE HOLIDAY PAY (TABLES)
Staff analyzed hourly Base Pay as well as all Holiday Pay for active Oakland Police Officers
below the rank of captain for the past three years (FY 2014/2015 through FY 2016/2017). The
results of the analysis are included in Tables 1, 2, and 3. (see attachments.)
Tables 1, 2, and 3 reflect the total hours credited for each active Oakland sworn OPOA police
member who works an 80-hour schedule, or who worked a combination of an 80-hour schedule
for part of the year and an 84-hour schedule the other part of the year. We did not include the
relatively small number of officers (approximately 10% of the force over the three years) who
worked an 84-hour schedule exclusively for the entire year. The tables include hours worked for
each eligible element, excluding Workers Compensation hours and Leave Without Pay elements.
The tables also reflect hours at the Holiday Premium Pay rate of 1.5X for each holiday that fell
during an active sworn officer's regular schedule which the active OPOA police officer worked.

In Table 4 below, Staff summarized the total three-year average hours credited to active police
officers (ranks below captain) who were assigned to 80-hour schedules and credited at least 2080
hours during the year. Staff compared this total to the 2224 hours (2080 base pay hours + 144
holiday hours) that PFRS police retirees are credited with in calculating holiday retirement
benefits. Staffs analysis shows that for these active sworn officers working 80 hour assignments:
(1) the average number of hours credited was less than 2224; and (2) the clear majority
(approximately 74.0%) of these officers were credited with fewer than 2224 hours.
Table 4

Active Police Officers with 80 HR Schedules (only)

Fiscal Year

FY 2014/2015
FY 2015/2016
FY 2016/2017
Avera2es

FY 2014/2015 to FY 2016/2017
Avg Total Hours
Officer Count
Credited for
Hours Credited
Officers with
Greater than or
Greater than or
Equal to 2080
Equal to 2080
total Hours
total Hours
316
2176
450
2198
443
2191
403
2188.3

Percentage of Active
Officers credited less
than 2224 Hours

79.4%
66.7%
75.8%
74.0%

2

It is necessary to look at the combined total of Base Pay and Holiday Pay because when a holiday falls
during an officer's regular work schedule, the officer's regular (straight time) Holiday Pay is in lieu of
Base Pay for that day.
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CAPTAINS AND ABOVE

STRAIGHT PAY FOR HOLIDAYS WORKED

PFRS' is currently paying retirement benefits to police retirees who retired at the rank of captain
and above on the same basis as police retirees who retired below the rank of captain. Namely:
12 Holidays at 8 hours @ l .5X 144 hours. The current method does not take into account the
fact that the two OPMA MOUs (commencing in 2006 and in 2015) provided lesser holiday
benefits for captains and above compared to the lower ranks.
OPMA members were entitled to no extra holiday pay at all under the 2006-2015 MOU. Under
the 2015-2019 MOU, OPMA members are entitled to one hour of vacation credit for each hour
actually worked on a holiday, which means that their Holiday Premium Pay rate is I .OX (straight
time), not 1.5X. (see section VII.H.3 on the relevant MOU pages in attached Exhibits E and G)
Retirees at ranks of captain and above are being overpaid.
FLOATING HOLIDAY PAY
Staff has also addressed at the question of whether PFRS retirees should receive an additional
retirement benefit based on the "Floating Holiday" that active police officers receive. Under the
OPOA and OPMA MOUs, the Floating Holiday is an award of eight hours of compensatory
leave that active police receive each year. Currently PFRS members are not credited for the
Floating Holiday. The benefit is described in the OPOA and OPMA MOUs of2006-2015 and
2015-2019:

OPOA MOU (section VI.G.2.)
Floating Holiday - In addition to such compensatory leave as may be earned by
an employee pursuant to Article Ill, Section E, hereof, City agrees to credit each
employee with eight (8) hours compensatory leave for each year this Agreement
is in effect. Said compensatory leave shall be credited to each employee's record
at the beginning of the City's fiscal year. An employee whose employment with
the City terminates during the fiscal year shall be paid termination pay, in
accordance with established City procedures, for his/her accrued compensatory
leave, less the said eight (8) hours, unless he/she first uses all compensatory
leave on the books after said eight (8) hours is credited and subsequently earns
additional compensatory leave. (See Exhibits D and F.)
OPMA MOU (section VII.H.2.)
Floating Holiday - The City agrees to credit each employee with eight (8) hours
of compensatory leave at the beginning of each year this MOU is in effect. (See
Exhibits E and G.)
It is stafrs position that Floating Holiday is not compensation attached to any rank for PFRS
purposes because it does not fit the definition provided by the Charter. Charter Section 2607
defines compensation as "monthly remuneration payable in cash". The Floating Holiday is eight
hours of compensatory time credit, not remuneration payable in cash. There is no convertible
monetary value to this compensatory time award. When the member's employment with the City
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terminates, this eight hours is subtracted from the member's compensatory leave balance in their
bank, unless the member has first used all compensatory leave on the books after said eight hours
was credited and subsequently earned additional compensatory leave.
Additionally, Oakland City Administrator's Administrative Instruction (AI) No. 520 (attached
hereto as Exhibit B) states that Floating Holidays can only be used in place of a regularly
scheduled work day. Police Department General Order D-8 at section Ill.A. I and 2 stated the
same limitation on the Floating Holiday. It does not increase an employee's overall
compensation, but simply substitutes for a regularly scheduled paid work day. For all of these
reasons, it is staff's position that the Floating Holiday is not compensation attached to the rank
for any PFRS police retiree.

CONCLUSION
The annual 2224 hours that PFRS retirees are currently credited with for Base Pay and Holiday
Pay is higher than the average number of hours full-time active police are credited with for Base
Pay and Holiday Pay. During the past three fiscal years, an overwhelming majority of these
active police officers (74.0%) were credited with fewer than 2224 hours of Base Pay and Holiday
Pay. PFRS retirees who retired as police captains and higher ranks have been receiving more
Holiday Premium Pay at a higher level than what is currently being paid to active police in those
ranks based on the OPMA MOU. Finally, the Floating Holiday is not compensation attached to
the rank for any PFRS police retirees, because it is compensatory leave that is not payable in
cash.
Staff requests direction from the Board on next steps for Board action to (1) propose a method to
calculate police retiree holiday benefits to be in line with OPOA and OPMA MOUs and (2)
change holiday benefits calculation method for OPMA Ranks (Captain and above) in order to be
the same as active OPMA members as provided by the OPMA MOU.
Respectfully submitted,

4

J

~C,I/;'-,..

KatanoKaSaine, Plan Administrator
Oakland Police and Fire Retirement System
For questions please contact Teir Jenkins, Investment Officer, at 510-238-6481.
(cont'd)
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Table 1

Oakland Police and Fire Retirement System
Analysis of Active Police Actual Hours Credited
Key Data Summary
Fiscal Year 2014-2015

Officers who worked 80 Hr Schedule Only During Fiscal Year
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
467
316

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,176

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
65
79.4%

Officers who worked 80 and 84 Hr Schedules During Fiscal Year ¹
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
236
183

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,211

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
69
62.3%

Note: Analysis does not include Officers who worked 84 hour shift the entire year (2184 hours)
¹ Includes Sworn Officers who worked both an 80 Hr schedule with a total of 2080 hours and an 84 Hr schedule with a total of 2184 hours during the fiscal year
² PFRS Current Rate: 2224 Hrs = 2080 + 144 (12 Holidays @ 8 x 1.5)
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Table 2

Oakland Police and Fire Retirement System
Analysis of Active Police Actual Hours Credited
Key Data Summary
Fiscal Year 2015-2016

Officers who worked 80 Hr Schedule Only During Fiscal Year
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
656
450

Officers who worked 80 and 84 Hr Schedules During Fiscal Year ¹
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
61
56

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,198

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
150
66.7%

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,248

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
32
42.9%

Note: Analysis does not include Officers who worked 84 hour shift the entire year (2184 hours)
¹ Includes Sworn Officers who worked both an 80 Hr schedule with a total of 2080 hours and an 84 Hr schedule with a total of 2184 hours during the fiscal year
² PFRS Current Rate: 2224 Hrs = 2080 + 144 (12 Holidays @ 8 x 1.5)
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Table 3

Oakland Police and Fire Retirement System
Analysis of Active Police Actual Hours Credited
Key Data Summary
Fiscal Year 2016-2017

Officers who worked 80 Hr Schedule Only During Fiscal Year
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
571
443

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,191

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
107
75.8%

Officers who worked 80 and 84 Hr Schedules During Fiscal Year ¹
OPD
Officer Count
Active Officer Count
Hrs Credited Greater Than or Equal to
2080 total hrs
188
147

Avg Total Hrs
Greater Than or Equal to
2080 total hrs
2,247

OPD at PFRS Current Rate (2224 hrs) ²
Officer Count
Percentage of Active Officers
Hrs Credited Greater Than or
Credited Less Than 2224 Hrs
Equal to 2224
93
36.7%

Note: Analysis does not include Officers who worked 84 hour shift the entire year (2184 hours)
¹ Includes Sworn Officers who worked both an 80 Hr schedule with a total of 2080 hours and an 84 Hr schedule with a total of 2184 hours during the fiscal year
² PFRS Current Rate: 2224 Hrs = 2080 + 144 (12 Holidays @ 8 x 1.5)
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EXHIBIT A
OPD GENERAL ORDER D-8 (RESCINDED)
(EXHIBIT-A PASSED OUT AND SUBSTITUTED
AT THE OCT 25, 2017 BOARD MEETING)
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OFFICI3 OF CUD O POUCE
OAKLAND POLCE DEPARTMENT
MEMORANDUM

•

TO

All Personnel

SUBThT:

DATE

22 Mar 00

evision of bepaiena! General Order D4
HOLIDAYS (15 Feb 85)

Oeneral Order D-8. lies been reisd to updae lme card reporting codes
and the treatient of IoJiday duty pty for enipJoyees worIcin alteriietiye
4110 worl schedules..
The evalucUon coordinator for this order shall be the Personnel Section

Con'uinder, who, williout further notice shafl forward the required
report to the Chicf of Police on or by 22 Sept 00.
Personn -l shall place the revised order in their Oenerd Order Manuals
and tnake the
ines to the Table of Content and Index.
cesstry

By order of

Chief of Police
005110-8
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ExhA -000001

11

Rev.

DEPARTMENTAL

22 Mar 00

GENERAL

ORDER
Index

D-8
Ref: CALEA

as:

Holidays

Standard 22.1.1

HOLIDAYS
The purpose of this order is to
compensation and reporting.

identify holidays

and to set forth

holiday

LIST OF HOLIDAYS
DESIGNATED HOLIDAYS

DATE

New Year's

1 Jan

Day
Martin Luther King Day
Lincoln Day
Presidents' Day
Memorial Day
Independence Day
Labor Day
Admission Day
Veterans' Day
Thanksgiving Day
Friday after Thanksgiving Day

(

3rd Mon

in Jan

12 Feb

3rd

Mon in Feb

Last Mon in

May

4 Jul

1st Mon in Sep
9

Sep

11 Nov

Christmas Eve*

designated Thu in Nov
designated Fri in Nov
24 Dec (Employees only)

Christmas

25 Dec

A
A

Day

New Year's Eve*

(Employees only)
Individually selected
(Employees only)
31 Dec

Floating Holiday

*Refer to Part II, C, 7

I.

REGULATIONS

Page
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EXHIBIT

A

DEPARTMENTAL GENERAL ORDER

D-8

Rev.

OAKLAND POLICE DEPARTMENT
A.

B.

General

22 Mar 00

Regulations

1.

Holiday Time off (HDP) shall be calculated
rate for the regular 7.5, 8, or 10 hour shift.

2.

Unit commanders shall

require members
HDP whenever practicable.

at the

and

hourly base

employees

to take

Regulations Pertaining to Members
Vacation Leave

holiday falls within a member's
vacation period, the holiday shall be counted as part of the
-

if

a

vacation and 12 hours of accrued compensatory time will be

granted.
2.

On-Duty
when

a

Injury

holiday falls within the period
on -duty injury leave, the member shall

Leave

member is

on

-

if

be

granted 12 hours of pay
compensatory time.

3.

Death Leave

4.

Other Leave

a

holiday

12 hours of accrued

falls within the

holiday falls within a period when the
(other than vacation, on -duty injury
or death leave), the holiday shall be counted as part of the leave
and no HDP or other compensation shall be granted. (This
applies to sick leave, off-duty injury leave and other leaves of
absence.)

member is

5.

or

period when a
member is on death leave, the member shall be granted HDP
for the holiday.
-

if

a

on

-

if

a

other leaves

Holiday on Regular Day Off Regardless if a member is
assigned to an 8 or 10-hour shift, if a holiday falls on a
member's regular day off and the member is not required to
work, the member shall be compensated for 12 hours of pay
-

or

accrued compensatory time.
6.

Holiday Duty on Regular Work Day if a holiday falls on a
member's regular work day, the member shall be granted 8 or
10 hours (8 or 10 -hour shift) of pay plus, 1.5 times of base pay
-

or

1.5 times of hours worked of accrued compensatory time.

Th
Page
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2 of 5

EXHIBIT

A

Rev.

D-8

DEPARTMENTAL. GENERAL ORDER

22 Mar 00

OAKLAND POLICE DEPARTMENT
7.

Holiday Duty on Regular Day Off if a holiday falls on a
member's regular day off and the member is required to work,
-

granted 12 hours of pay or accrued
time
plus, 1.5 times of base pay or 1.5 times of
compensatory
hours worked of accrued compensatory time. Advance
the member shall be

approval from the

Chief of Police is needed when

member to work on a
8.

Chief of Police

-

his/her

The Chief of Police is

standard HDP for
C.

holiday

on

requiring

regular day
eligible

a

off.

to receive

only

holidays.

Regulations Pertaining to Employees
All full-time

in units B, C, D, H and W shall be
eligible to receive overtime compensation in pay or accrued
compensatory time when required to work on a holiday. Any

employees

shift that includes five

2.

holiday (excluding
holiday
Employees in unit
only standard HDP for holidays.

or more

lunch)

shall be considered

M

eligible to receive

are

Alternative

hours

on a

shift.

a

(4/10) Work Schedule Holiday.

-

When

a

holiday falls on an employee's work day in cases where the
employee is working an alternative work schedule, and the
employee is given the day off in observance of the holiday, the
employee is entitled to HDP only for the standard number of
work day hours (7.5 or 8 hours.) associated with the employee'
s representation unit. An employee working a 9.0, 9.5 or 10.0
alternative work plan and wishing to take "HDP" the entire
shift must account for all (9.0, 9.5 or 10.0) hours by
supplementing the 7.5 or 8 hours of HDP with some other form
of paid or unpaid leave (i.e., CTU comp time off or ANP
authorized leave without pay).
-

-

3.

Vacation, Sick, or Death Leave
period of any one of these leaves,

-

if

a

holiday

HDP will be

falls within

a

granted for the

holiday.
4.

Other Leave

employee

is

-

on

if

a

leave), the holiday
HDP

or

other

holiday

a

period when the

(other than vacation, sick or death
shall be counted as part of the leave and no

compensation

Page
APPENDIX 1 - 10/31/2018

falls within
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shall be
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EXHIBIT

A

22 Mar 00

OAKLAND POLICE DEPARTMENT
5.

Rev.

D-8

DEPARTMENTAL GENERAL ORDER

Holiday Duty on Regular Work Day. If a holiday falls on an
employee's regular work day, the employee shall be granted
7.5 or 8 hours of pay or accrued compensatory time plus 1.5
times of base pay or 1.5 times Of hours worked of accrued
compensatory time. For employees working an alternative

(4/10) work plan,
on a

6.

straight

the

remaining hours

of the shift shall be

paid

time basis.

Holiday on Regular Day Off. if a holiday falls on an
employee'sfirst regular day off, the employee shall receive
one day's vacation credit (7.5 or 8 hours). if the holiday falls
on an employee's second or third regular day off, the
employee shall receive time off for the following work day. if
the employee is required to work on a regular day off, the
employee shall be granted 7.5 or 8 hours of pay or accrued
compensatory time plus L5 times of base pay or 1.5 times of
hours worked of accrued compensatory time.

7.

employee's regular work schedule,
the employee shall be entitled to paid time off for one-half of
the work shift (3.75 or 4 hours) on both days or paid time off
for one full work shift (7.5 or 8 hours) on either day. If the
employee is required to work instead of receiving time off, the
employee shall receive 1.5 times base pay or 1.5 times of hours
if 24 and 31 Dec fall

on an

worked of accrued compensatory time. In the event an
employee is required to work on only one of the days (either

Dec), the employee shall receive straight pay plus
compensatory time equal to the number of hours worked.
24

or

31

EMPLOYEES' FLOATING HOLIDAY
A.

Entitlement and Selection of Floating

Holiday

employee is entitled to one floating holiday per fiscal
year. Eligibility to take a floating holiday commences upon
employment with the Department. Employees must take
their floating holiday during the fiscal year it is earned or
Each

lose it.
2.

employee shall select a regular work day of his/her
choice as a floating holiday with the approval of the employee'

Each
s

Page 4
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.Th

unit commander.

of 5
EXHIBIT

A

D-8

DEPARTMENTAL GENERAL ORDER

Rev.
22 Mar 00

OAKLAND POLICE DEPARTMENT

III.

PERSONNEL SECTION
It is the

responsibility

of the Personnel Section to

accurate for all members and
on

lv.

employees

ensure

holiday reporting is

transferred to the Personnel Section

extended leave status.

ACCOUNTING SECTION

responsibility of the Accounting
reported on the timesheets.
It is the

Section to process the

holiday

hours

By order of

Richard L. Word
Chief of Police
G051/D-8
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EXHIBIT C
ASSUMPTIONS FOR ANALYSIS
Below are our assumptions in the analysis of Active Oakland Police Holiday Base Pay and
Holiday Pay for FY 2014/2015 through FY 2016/2017.
A. HDS Holiday OT taken in pay were converted to regular hours by multiplying by a factor
of 1 ½ hrs for every hour worked.
B. SOH Holiday OT taken in compensatory time (banked) was converted to regular hours
by multiplying by a factor of 1 ½ hrs for every hour worked.
C. For the averages on the summary sheets, we excluded individual officers who were
credited with a total of less than or equal to 2080 hours for the year.
D. We also excluded officers who worked an 84-hour shift the entire year.
E. The analysis is for REP bargaining unit PP1 represented by the OPOA (Oakland Police
Officers Association) comprised of sworn police ranks below captain.
F. Pay Elements INCLUDED
ADSO Sworn Administrative
Leave
FMLA Sick Taken

CTU Sworn CT Taken

FDL Sworn Death Lv

FMLA Comp Time Taken

FMLA Vacation Taken

HDP Holiday

HOL Holiday Police

REG Sworn Earnings

SCK Sick Leave Taken

MSW SWN Mod Duty
Work
SOH Hol Comp Time
Sworn

FMLA Comp Day
Taken
HDS Holiday
Sworn
VAC Vacation Lv
Taken
HCT Comp Time
Hol Straight

G. Pay Elements EXCLUDED: All Workers Compensation, Leave Without Pay, and Special

Leave hours are excluded from the spreadsheet. In addition, staff excluded all premium
pays, not included in Base Pay, with the exception of Holiday Pay.
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MEMORANDUM OF UNDERSTANDING
Between
CITY OF OAKLAND
and
OAKLAND POLICE OFFICERS' ASSOCIATION

Effective July 1, 2015 through June 30, 2019

1

MEMORANDUM OF UNDERSTANDING between CITY OF OAKLAND and OAKLAND POLICE OFFICERS' ASSOCIATION.,.
APPENDIX 1 - 10/31/2018

EXHIBIT D

does not elect to continue coverage during military leave, the employee retains the right
to be reinstated to the City's health insurance plan when the employee is reemployed.
Any bargaining unit member, who has completed one full year of service with the
department, or one full year of service with OPD and active military service combined,
shall be entitled to receive his or her salary for the first 300 hours of a military leave
period.
Military pay shall not exceed 300 hours in any one fiscal year.
An employee may elect to use accrued vacation time or personal time off in lieu
of unpaid leave for the portion of military leave which is paid. The period of city
compensation for military which is unpaid. The period of city compensation for military
may be extended by resolution of the city council. This provision shall be governed by
Oakland City Council Resolution #77044, Attachment 4, in the absence of specific
provisions set forth in this section.

F.

Family Care and Medical Leave

The City's Family and Medical Leave policy is set forth in the City's
Administrative Instruction No. 567 as may be amended from time to time.
This provision is not subject to the MOU grievance procedure.

G.

Holidays
1.

Designated Holidays

The following days are designated as holidays:
January 1st.
The third Monday in January, known as "Martin Luther King Day."
February 12th, known as "Lincoln Day".
The third Monday in February.
The last Monday in May.
July 4th.
The first Monday in September known as "Labor Day"
September 9th, known as "Admission Day."
November 11th, known as "Veterans Day".
The Thursday in November appointed as "Thanksgiving Day".
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EXHIBIT D

The Friday after Thanksgiving.
December 25th
The Chief or designee shall determine which positions shall be filled on each
designated holiday. However, all officers assigned to Patrol shall report to work on any
holiday which falls on one of their regularly assigned work days unless the officer has
the day off through the holiday or vacation draw.
2.

Floating Holiday

In addition to such compensatory leave as may be earned by an employee
pursuant to Article Ill, Section E, hereof, City agrees to credit each employee with eight
(8) hours compensatory leave for each year this Agreement is in effect. Said
compensatory leave shall be credited to each employee's record at the beginning of the
City's fiscal year. An employee whose employment with the City terminates during the
fiscal year shall be paid termination pay, in accordance with established City
procedures, for his/her accrued compensatory leave, less the said eight (8) hours,
unless he/she first uses all compensatory leave on the books after said eight (8) hours
is credited and subsequently earns additional compensatory leave.
3.

Holiday Pay

All qualifying bargaining unit employees will be paid straight time for the full
length of their regularly scheduled shift for each holiday as designated in Article VI
Section G. In order to qualify for receipt of compensation for a designated holiday, a
unit member must be in paid status the work day before and the work day after the
designated holiday.
Pursuant to Article Ill, Section E, in addition to the straight-time holiday pay, if the
holiday is worked, the employee shall be paid for all hours worked at the overtime rate
of time and one-half (1.5). If the holiday is not worked because of a regular day off, or
by employer request, employee will be paid holiday pay at the straight time rate. In the
event that a holiday falls on a member's day off, the member may take the holiday in
pay or comp time at straight time, at his/her election.

ARTICLE VII

ALLOWANCES

A. Uniform Allowance
1. Initial Uniform Allowance

The City agrees to provide to an employee covered by this Memorandum, at the
time of employment, an initial uniform allowance of four hundred dollars ($400.00).
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EXHIBIT E

not elect to continue coverage during military leave, the employee retains the
right to be reinstated to the City's health insurance plan when the employee is
reemployed.
Although the USERRA does not require that the City pay an employee during a
military leave of absence, pursuant to state law, the City will compensate
employees for up to thirty (30) calendar days of paid military leave, at the normal
base rate of pay for the employee's assigned classification, for each fiscal year
the employee is formally ordered to active military service, so long as the
employee has completed a minimum of one year of service with the City or one
full year of combined active military service and City service at the time the leave
is granted. (Cal. Mil. & Vet. Code section 389 et. seq.) An employee may elect
to use accrued vacation time or personal time off in lieu of unpaid leave for the
portion of military leave which is unpaid. The period of city compensation for
military may be extended by resolution of the city council. This provision shall be
governed by Oakland City Council Resolution #77044, Attachment 1, in the
absence of specific provisions set forth in this section.

G.

Family Care and Medical Leave

The City's Family and Medical Leave policy is set forth in the City's
Administrative Instruction No. 567 as may be amended from time to time. This
provision is not subject to the MOU grievance procedure.

H.

Holidays
Designated Holidays

1.

The following days are designated as holidays:
January 1st.
The third Monday in January, known as "Martin Luther King Day."
February 12th, known as "Lincoln Day".
The third Monday in February.
The last Monday in May.
July 4th.
The first Monday in September, known as Labor Day
September 9th, known as "Admission Day."
November 11th, known as "Veterans Day".
The Thursday in November appointed as "Thanksgiving Day".
The Friday after Thanksgiving.
12
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December 25th.

2.

Floating Holiday

The City agrees to credit each employee with eight (8) hours of compensatory
leave at the beginning of each year this MOU is in effect.

3.

Holiday Pay

All bargaining unit members will be paid eight (8) hours of straight time for each
holiday as defined in Article VII Section H.
In addition to the straight-time holiday pay, if the member works on the holiday,
the employee shall accrue one hour of extra vacation for every hour worked on a
holiday.

ARTICLE VIII ALLOWANCES
A.

Annual Uniform Allowance

Effective the first pay period after July 1, 2008, the City shall provide an annual
uniform allowance of eight hundred dollars ($800.00) to represented employees
covered by this Memorandum.
In the event that an employee separates from City service, for whatever cause
(except in the case of death resulting from on-the-job injury), during the fiscal
year for which the annual uniform allowance has been paid, such payment shall
be adjusted on a pro rata basis in relationship to the period of service in the final
fiscal year of employment.
The annual Uniform Allowance shall be paid in combination with Longevity
Premium Pay, as a separate check.

B.

Uniform Boots

An employee who becomes regularly assigned as a motorcycle officer after the
effective date of this MOU shall receive one pair of approved boots which shall
meet specifications set forth in the pertinent Police Department General Order.

C.

Body Armor

Employees who elect to purchase body armor in-lieu-of standard City issued
body armor shall receive a voucher for the cost of standard City issued body
armor provided however that all body armor worn by employees and eligible for
reimbursement under this provision must meet minimum safety requirements set
13
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This provision is not subject to the MOU grievance procedure.
G.

Holidays
1.

Designated Holidays

The following days are designated as holidays:
January 1st.
The third Monday in January, known as "Martin Luther King Day."
February 12th, known as "Lincoln Day".
The third Monday in February.
The last Monday in May.
July 4th.
The first Monday in September.
September 9th, known as "Admission Day."
November 11th, known as "Veterans Day".
The Thursday in November appointed as "Thanksgiving Day".
The Friday after Thanksgiving.
December 25th
The Chief or designee shall determine which positions shall be filled on each
designated holiday. However, all officers assigned to Patrol shall report to work on any
holiday which falls on one of their regularly assigned work days unless the officer has
the day off through the holiday or vacation draw.
For Fiscal Years 2012/2013, 2013/2014, and 2014/2015 employees shall receive
no additional holiday pay for September 9th, known as “Admission Day.” Employees
who work Admission Day will receive straight time pay. Those employees who do not
work Admission Day will not receive holiday compensation.
2.

Floating Holiday

In addition to such compensatory leave as may be earned by an employee
pursuant to Article III, Section E, hereof, City agrees to credit each employee with eight
(8) hours compensatory leave for each year this Agreement is in effect. Said
compensatory leave shall be credited to each employee's record at the beginning of the
City’s fiscal year. An employee whose employment with the City terminates during the
21
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fiscal year shall be paid termination pay, in accordance with established City
procedures, for his/her accrued compensatory leave, less the said eight (8) hours,
unless he/she first uses all compensatory leave on the books after said eight (8) hours
is credited and subsequently earns additional compensatory leave.
For Fiscal Years 2012/2013, 2013/2014, and 2014/2015 employees shall receive
no credit of eight (8) hours of compensatory time at the beginning of each fiscal year.
3.

Holiday Pay

All qualifying bargaining unit employees will be paid straight time for the full
length of their regularly scheduled shift for each holiday as designated in Article VI
Section G. In order to qualify for receipt of compensation for a designated holiday, a
unit member must be in paid status the work day before and the work day after the
designated holiday.
Pursuant to Article III, Section E, in addition to the straight-time holiday pay, if the
holiday is worked, the employee shall be paid for all hours worked at the overtime rate
of time and one-half (1.5). If the holiday is not worked because of a regular day off, or
by employer request, employee will be paid holiday pay at the straight time rate. In the
event that a holiday falls on a member’s day off, the member may take the holiday in
pay or comp time at straight time, at his/her election.
4.

Unpaid Holidays During FY 2009-2010, 2010-2011, and 2011-2012

For six holidays in the three fiscal years cited above, employees shall receive no
pay for holidays that are not worked and shall only receive straight time pay for holidays
that are worked.
The six unpaid holidays shall be designated by the Chief of Police after
consultation with the Union.
This provision shall not preclude members from receiving overtime when working
a holiday if the total hours worked in the pay period otherwise qualify the individual
member for overtime.
This entire provision (VII.H.4) will expire on June 30, 2012.
ARTICLE VII ALLOWANCES
A.

Uniform Allowance
1.

Initial Uniform Allowance

The City agrees to provide to an employee covered by this Memorandum, at the
time of employment, an initial uniform allowance of four hundred dollars ($400.00).
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1.

With certain exceptions, the cumulative leave must not have exceeded five

years;
2.
The employee must have provided proper advance notice to the City of the
employee’s military service;
3.
The employee must report back to work or submit an application for
reemployment in a timely manner after conclusion of military service; and
4.
The employee must not have been separated from military service with a
disqualifying discharge or under other than honorable conditions.
If an employee is eligible to be reemployed, the employee must be restored to the job and
benefits the employee would have attained if the employee had not been absent due to
military service. An employee taking military leave retains all of his/her seniority-based
benefits as if continuously employed. The employee returning from military leave is also
entitled to pension benefits as if continuously employed throughout the leave period.
During a leave for military service, an employee has the right to elect to continue his/her
existing health insurance plan for up to 24 months. If the employee does not elect to
continue coverage during military leave, the employee retains the right to be reinstated to the
City’s health insurance plan when the employee is reemployed.
Although the USERRA does not require that the City pay an employee during a military
leave of absence, pursuant to state law, the City will compensate employees for up to thirty
(30) calendar days of paid military leave, at the normal base rate of pay for the employee’s
assigned classification, for each fiscal year the employee is formally ordered to active military
service, so long as the employee has completed a minimum of one year of service with the
City or one full year of combined active military service and City service at the time the leave
is granted. (Cal. Mil. & Vet. Code section 389 et. seq.) An employee may elect to use
accrued vacation time or personal time off in lieu of unpaid leave for the portion of military
leave which is unpaid. The period of city compensation for military may be extended by
resolution of the city council.
G.

Family Care and Medical Leave

The City’s Family and Medical Leave policy is set forth in the City’s Administrative Instruction
No. 567 as may be amended from time to time. This provision is not subject to the MOU
grievance procedure.
H.

Holidays
1.

Designated Holidays

The following days are designated as holidays:
January 1st.
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The third Monday in January, known as "Martin Luther King Day."
February 12th, known as "Lincoln Day".
The third Monday in February.
The last Monday in May.
July 4th.
The first Monday in September.
September 9th, known as "Admission Day."
November 11th, known as "Veterans Day".
The Thursday in November appointed as "Thanksgiving Day".
The Friday after Thanksgiving.
December 25th.
For Fiscal Years 2012/2013, 2013/2014, and 2014/2015 employees shall receive no
additional holiday pay for September 9th, known as “Admissions Day.” Employees who work
Admissions Day will receive straight time pay. Those employees who do not work Admission
Day will not receive holiday compensation.
2.

Floating Holiday

The City agrees to credit each employee with eight (8) hours of compensatory leave at the
beginning of each year this MOU is in effect.
For Fiscal Years 2012/2013, 2013/2014, and 2014/2015 employees shall receive no credit of
eight (8) hours of compensatory time a the beginning of each fiscal year.
3.

Holiday Pay

All bargaining unit members will be paid eight (8) hours of straight time for each holiday as
defined in Article VII Section H.
4.

Unpaid Holidays During FY 2009-2010, 2010-2011, and 2011-2012

For six holidays in the three fiscal years cited above, employees shall receive no pay for
holidays that are not worked and shall only receive straight time pay for holidays that are
worked.
The six unpaid holidays shall be designated by the Chief of Police after consultation with the
Union.
This entire provision (VII.H.4) will expire on June 30, 2012.
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APPENDIX 2

CITY OF OAKLAND

A

GEN DA REPORT

TO: Oakland Police and Fire

FROM:

Katano Kasaine

Retirement Board
SUBJECT:

Receive responses to October 25, 2017
Staff Agenda Report Regarding
Calculation of Police Retiree Holiday Pay
Benefits

DATE: November 20, 2017

SUMMARY

On October 25, 2017, the PFRS Board received and considered a report from PFRS staff
"Analysis Comparing The Current Method of Calculating PFRS Police Retiree Holiday Pay
Benefits Against the Holiday Pay Received by Active Police Officers During The Last Three
Fiscal Years." The item is still under consideration by the Board. Two written comments have
been received, and are attached here.

BACKGROUND
At the October 25, 2017 PFRS Board meeting, staff presented an Agenda Report which provided
an analysis comparing the current method of calculating PFRS police retiree holiday pay benefits
against the holiday pay received by active police officers during the last three fiscal years. Public
Speaker Sarah Grossman-Swenson, Attorney for the Retired Oakland Police Officers'
Association (ROPOA), stated she would provide comments to this report sometime following the
October 25, 2017 meeting. On November 15, 2017 Staff received a "Response dated November
15, 2017" (Attachment 1) from Ms. Grossman-Swenson for submission to the PFRS Board.
Additionally, PFRS Board Member Robert J. Muszar submitted a memorandum dated November
15, 2017 (Attachment 2) on this subject and asked that it be published to the PFRS Board as
part of the November 29, 2017 Board Meeting agenda.

Agenda Item

B
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November 29, 2017
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Board of Administration, Oakland Police and Fire Retirement System
Subject: Receive responses to October 25, 2017 Staff Agenda Report Regarding
Calculation of Police Retiree Holiday Pay Benefits
Date: November 20, 2017

Page 2

RECOMMENDATION
That the PFRS Board accept Attachment #1 and Attachment #2 into the record of its ongoing
consideration of the current method of calculating PFRS police retiree holiday pay benefits
against the holiday pay received by active police officers during the last three fiscal years.

Respectfully submitted,

KfA-!r

~W'

atano asame, Pl an
mimstrator
Oakland Police and Fire Retirement System
Attachments (2):
1.

Response dated November 15, 2017 from Retired Oakland Police Officers Association & Petitioners
to October 16, 2017 PFRS Agenda Report on Holiday Pay

2.

Memorandum from PFRS Board Member Robert J. Muszar dated November 15, 2017 regarding the
Calculation of Holiday Pay and Holiday Premium Pay for Active Members of the Police Department
and Holiday Premium Pay for PFRS Police Retirees and Widows.
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McCRACKEN, STEMERMAN & HOLSBERRY, LLP
Counselors and Attorneys at Law

November 15, 2017
San Francisco

Via E-Mail (DLow@oaklandnet.com) and U.S. Mail
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Oakland CA 94612

NV

Re:
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Response from Retired Oakland Police Officers Association
& Petitioners to October 16, 2017 PFRS Agenda Report on
Holiday Pay
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Dear Oakland Police and F ire Retirement System Board:

ANV

CA NC

Barber CA NJ

Retired Oakland Police Officers Association (“ROPOA”), Ronald B.
Gunar, Ned S. Ubben, Raymond T. Miller, Robert L. Aven, and Nita G.
Balousek (“Petitioners”), hereby submit this response to the PFRS Staff
Report from October 16. 2017.
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Summary of Material Facts
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Compensation Attached to the Rank

As you know, PFRS is a fluctuating pension system: under the Charter,
retirement benefits are calculated as a fraction of the amount of compensation
paid to active police officers of the same rank—known as compensation
“attached to the rank.” The purpose of a fluctuating system is to maintain a
standard of living and equality of position between the retired and active
officers.
The Charter sets PFRS pensions at a fixed fraction of “compensation
attached to the average rank held.” (Charter § 260$.) Compensation, as
defined in the Charter, is the “monthly remuneration payable in cash, by the
City.. but excluding remuneration paid for overtime and for special details
(Charter § 2607.) Whether compensation is “attached to
‘
or assignments
the average rank” is based on the compensation paid to active sworn peace
officers (“actives”), and is determined by the City’s actual pay practices for
actives, including but not limited to as provided for in the Memoranda of
Understanding (“MOU5”) between the City and the Oakland Police Officers
Association. (City of Oakland v. Oakland Police & fire Retirement Sj’s.
(2014) 224 Cal.App.4th 210, 231, 217 [“OPfRS”J.)
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Holiday Pay Based on 10-Hour Days

2.

All officers in all ranks, Police Officer through Deputy Chief, receive holiday pay.
The July 1, 2006-June 30, 2015 MOU provided that active officers in patrol could no longer
work an 8-hour day: they were required to work at least 10-hour days. Accordingly, their
holiday pay (for working or not working on a holiday) was calculated based on a 10-hour day
or 12-hour day. Similarly, the 2015-19 MOU also requires officers to work at least a 10-hour
day; again, holiday pay for active officers in patrol and others working 10- or 12-hour shifts
is also calculated based on a 10- or 12-hour day. At issue in the court case is the PFRS
Board’s (“Board’s”) failure to include holiday premium pay in retirement allowances paid to
all similarly-situated retirees based on a 10-hour day.
The MOUs require that all officers be paid for twelve holidays per year at “straight
time” (their regular rate of pay or regular holiday pay) regardless of whether or not they are
working. (2006-15 & 20 15-19 MOUs, art. V1.G.3.) This pay is referred to as “holiday pay.”
Active officers are also paid holiday premium pay in addition to their regular holiday pay.
When an active officer works on a holiday, holiday premium pay is paid in addition to the
regular pay at the rate of time-and-one-half. (2006-15 & 2015-19 MOUs, art. Vl.G.3.) The
20 15-19 MOU describe this practice as follows: “in addition to the straight-time holiday pay,
if the holiday is worked, the officer shall be paid for all hours worked at the overtime rate of
time and one-half (1.5). If the holiday is not worked because of a regular day off; or by
employer request, the officer wifl be paid holiday pay at the straight time rate. In the event
that a holiday falls on an officer’s day off, the officer may take the holiday in pay or comp
time at straight time, at his/her election.” (20 15-19 MOU, art. VI.G.3.) The 2006-15 MOU
uses identical language, except that it uses the words “employee” or “member” in place of
“officer.” (2006-15 MOU, art. VI.G.3.)
3.

Board Determination that Holiday Pay Based on 12-Hour Day Attached
to Rank for One Retiree

In November 2013, the Board determined that holiday pay based on a 12-hour day
was compensation “attached to the rank” for one active PFRS member who was in the
process of retiring, and determined that holiday pay based on a 12-hour day should be
included in calculating that retiree’s benefits. A resolution was adopted by the Board that
held, in a 6-0 vote, with one abstention, that “Holiday Pay retirement allowance shall be
based on
twelve hours per holiday.” (PFRS Resolution No. 6776, Nov. 13, 2013.)
...

Despite requests from ROPOA on behalf of Petitioners and other retirees, the Board
refused to award holiday pay based on a 10- or 12-hour day to all other similarly-situated
PFRS retirees and beneficiaries. Indeed, the Board flatly refused to address the issue.
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Legal Analysis
A.

Pension provisions must be liberally construed in favor of pensioners.

Retirees have contractual rights in their pensions, which are protected by the
California Constitution, and benefits may not be changed to their detriment. Under the
California Constitution, “the duty of a public retirement board ‘to its participants and their
beneficiaries shall take precedence over any other duty,’ including minimizing employment
contributions and defraying administrative costs.” (Id. [citing Cal. Const., an. XVI, § 17,
subd. (b)].) Pension provisions must be liberally construed in favor of the pensioners, and
benefits provisions must be applied “fairly and broadly.” (Eichetherger v. City ofBerkeley
(1956) 46 Cal.2d 182, 188.) A “retired employee has a contractual right, protected by
constitutional guarantees, in a pension
and such benefits may not be changed to [that
employee’s] detriment.” (OPFRS, 224 Cal.App.4th at pp. 226-27 [alteration in original]
[citing Dunham v. City of3erkelev (1970)7 Cal.App.3d 508, 513].)
...‘

Although fluctuating pension plans like PFRS are not static, their purpose is to
“guarantee the pensioner a fairly constant standard of living despite inflation,” (Kreeft v. City
of Oakland (1998) 68 Cal.App.4th 46, 54) and to “maintain equality of position between the
retired member and the members currently holding the rank the pensioner attained before
retirement.” (OFFRS, supra, 224 Cal.App.4th at p. 227.) Accordingly, California courts
have repeatedly held that cities with fluctuating retirement systems, such as Oakland’s PfRS,
may not escape from their promises to pay retirement benefits.
B.

Where a court can determine whether a retiree met the criteria necessary
to receive premium pay, that pay attaches to the rank.

Construing the Oakland City Charter, courts have repeatedly determined that where a
“court [can] determine whether the retired plaintiff met the criteria necessary to receive the
additional pay,” that pay attaches to the rank. (Kreeft, supra, 68 Cal.App.4th at pp. 60-6 1;
see also OFFRS, supra, 224 Cal.App.4th at pp. 23 1-33 & fn. 12 [PFRS holiday premium pay
attached to the rank] [citing Buck v. City of Oakland (Aug. 25, 1971, 1 Civ. 28402) (nonpub.
op.) (same)]; OFFRS, supra, 224 Cal.App.4th at pp. 222 & 240 [PFRS “line-up pay,” extra
pay for working in patrol, was judicially determined to be attached to the rank; “any PFRS
retiree who had been assigned to patrol
at any time during the final three years of
employment was given credit for ‘the amount of line-up pay received by active police
officers similarly assigned.”] [citing Area v. City of Oakland (Super. Ct. Alameda County,
1984, No. 5 79832-8) (“Area T’)].
...

Retirement systems must pass along pay increases to retirees even when those
increases are based on new, non-rank-specific criteria. (See, e.g., Abbott v. City ofLos
Angeles (1960) 178 Cal.App.2d 204, 214-15 [“merit” and “longevity” bonuses attached to
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the rank]; City ofLong Beach v. Allen (1956) 143 Cal.App.2d 35 [new salary ordinance
providing for “merit” increases to be given only on recommendation of the chief of police
must be awarded to retirees even though they had retired prior to the adoption of the
ordinance and could not comply with the merit evaluation]; Estes v. City ofRichmond (1967)
249 Cal.App.2d 538, 541, 546 [“hazardous duty pay” for completing one “tour of duty” each
month was attached to the rank]; Dunham, supra, 7 Cal.App.3d at pp. 512, 515 [new
incentive program for training was a “system of general pay raises” and thus compensation
attached to the rank, because retirees “performed the services, including training, required of
them; they are entitled to their deferred compensation
based on the benefits now received
by their active counterparts”].) To provide otherwise would allow municipalities to escape
their promises to pay retirees based on the compensation due to actives.
...

C.

Holiday premium pay is attached to the rank.

F or more than 45 years, the holiday premium pay earned by Oakland police officers
for working on holidays has been held to be “compensation attached to the rank” under the
City’s Charter and must therefore be included in calculating retirees’ pensions. (OPFRS, 224
Cal.App.4th at pp. 222, 231-33, fn. l3uck v. City of Oakland (Cal.Ct.App. 1971, No. 1-Civ2 8402) [nonpub. Opn.]; Oakland Police & Fire Retirement Association v. City of Oakland
(Alameda Sup. Ct. 1996, No. 763859-0) [nonpub. opn.].)
By its nature, police work does not pause for holidays— “[b]eing subject to working
on holidays as regular work days is normal for police officers.” (City offremont v. 3d. of
Admin. of the PERS (1989) 214 Cal.App.4th 1026, 1031.) When officers are scheduled to
work on a holiday, they do not have discretion on whether to work or not. If they want the
day off, they are required to request and receive permission from their superior officer—and
such permission is rarely granted. Retired police officers who are now collecting pensions
regularly worked holidays while they were active and made contributions to PFRS based on
the premium pay they received for this hardship. Current, active police officers regularly
work holidays and earn premium pay for doing so. They also receive holiday pay when they
do not work on holidays. (See 2006-15 & 2015-19 MOUs, art. art. VI.G.3.)
Because active police officers are regularly scheduled to work on holidays—and have
no discretion on whether to take those days off—the holiday premium pay that they receive
for this hardship is “compensation attached to the rank.” It “adhere[s] to the rank, as an
appertaining quality or circumstance.” (Kreeft, supra, 6$ Cal.App.4th at p. 57.) An active
police officer is entitled to holiday premium pay not based on “his individual efforts over and
above what are required to obtain the rank” but rather in the normal course of his scheduled
work. Holiday premium pay is no different from other forms of variable pay that courts have
held to “attach” to a rank for pension purposes. (See, e.g., Abbott v. City ofLos Angeles
(1960) 17$ Cal.App.2d 204, 213-214 [longevity and merit pay attached to the rank, even
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though not all members of the rank were entitled to them, and even though retirees entitled to
varying amounts of the pay].)
As this Court recognized in Kreeft, the term “compensation attached to the rank” is
ambiguous. Given the Charter’s ambiguous language—and the consistent, forty-five year
practice of paying holiday premium pay as if retirees worked the holiday, the Board is
obligated to interpret the phrase in the manner most favorable to the pensioners. (Rose,
supra, 126 Cal.App.3d at p. 940 [“If an ambiguity or uncertainty exists, the foregoing
statutory provisions are to be construed in favor of the pensioner.”]; City of Oakland, supra,
95 Cal.App.4th at p. 39 [pension “laws are to be interpreted in favor of the employee or
beneficiary when a semantic ambiguity is presented by the statute at issue”].)
The Court of Appeal in OFFRS, 224 Cal.App.4th 212, recently described the long
history of holiday premium pay being attached to the rank:
The question of whether holiday pay is ‘compensation attached to rank” for
purposes of calculating PFRS retirement benefits was first addressed
by Division Four of the First Appellate District in 1971 in the case of Buck v.
City of Oakland (Aug. 25, 1971, 1 Civ. 28402) (nonpub. opn.) (Buck).
When Buck was decided, the compensation payable to active members of the
Department was set by salary ordinance. (See Oakland Ord. No. 4817,
amending § 1.19 of Oakland Ord. No. 4727 (the 1971 Ordinance).) With
respect to holiday pay, the 1971 Ordinance provided in relevant part: “Time
worked by any officer or member of the Police Department in excess of 40
hours during any one-week period shall be deemed overtime work; provided,
however, that whenever any legal holiday, as herein designated, shall fall
within any such one-week period, the said officer or member of the Police
Department shall be credited with 8 hours of work in computing said 40 hours
during said one-week period.!t (Ibid.)
...

...

The court went on to determine that remuneration for holiday work did not
constitute overtime and therefore was not excluded from the Charter’s
definition of “compensation.” (Buck, supra, 1 Civ. 28402; see Charter, art.
XXVI, § 2607 [“ [c]ompensation” defined as monthly remuneration excluding
overtime].)
OFFRS, 224 Cal.App.4th at pp. 2 17-18. The Court in Buck held that retirees must be
compensated as if they worked each holiday. The Court explained that after Buck, the City
tried to avoid paying holiday pay to retirees by providing compensatory time off in lieu of
actual holiday pay:
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In the wake of Buck, the City reportedly tried to avoid the inclusion of holiday
pay in PFRS retirement benefits by altering the holiday pay structure for active
members of the Department. Specifically, the Department began giving active
officers compensatory time off in lieu of actual holiday pay. In response to this
change, lawsuits were filed and eventually the City was permanently enjoined
from enforcing any “ordinance, resolution or directive which decreases or
attempts to decrease the holiday pay received by Oakland police officers or
firemen as monthly compensation comprising salary.” (Doan v. City of
Oakland (Super. Ct. Alameda County, 1972, No. 426926) (Doan).) In
addition, the City was ordered to pay active members retroactively for any lost
holiday pay and was directed “to pay the increased retirement allowances
based thereon pursuant to the [Buck] decision.” (Ibid.)
...

Id. at pp. 218-19. The Court went on to explain that subsequent litigation in Area II was
initiated because retirees were being compensated based on 8 hours of premium pay, while
actives were being credited with 12 hours of pay:
Based on the language of the MOU’s, PFR$ retirees only received credit for
eight hours of holiday premium pay in the calculation of their retirement
benefits from 1976 through 1996. In contrast, active members of the
Department received 12 hours of holiday pay during this same period.
Holiday premium pay was again the subject of litigation in 1996.
(See Oakland Police & Fire Retirement Assn. v. City of Oakland (Super. Ct.
Alameda County, 1996, No. 763859) (Area Ii).) Area II was a class action
lawsuit filed on behalf of PFRS retirees and their beneficiaries challenging the
MOU language that excluded retirees from receiving credit for the additional
four hours of holiday pay that was being paid to active members of the
Department. In that case, the City did not contest the holding
in Buck, but argued that the additional four hours of holiday pay was
“overtime” pay and therefore expressly excluded from the calculation of PFRS
retirement benefits. (See Charter, art. XXVI, § 2607 [[c]ompensation”
defined as monthly remuneration excluding overtime].)
Id. at pp. 219-20. After reviewing the relevant case history’, the Court of Appeal again held in
2014 that retirees had to be paid as if they worked the holidays:
Similarly, the inclusion in the 2006-20 15 MOU of express language defining
the rights of active members to certain holiday pay when they do not work on
a holiday has no bearing on active members’ continuing entitlement to receive
extra compensation when they do. Although the amount of remuneration has
changed over the years, for over four decades active members of the
Department have possessed an unbroken right to holiday pay for working on
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holidays. And, based on Buck, PFRS retirees have been entitled
during that
same period
to have such holiday pay included in the calculation of their
retirement allowance.
—

Id. at p. 229.
Accordingly, retirees and beneficiaries must be compensated as if they worked the
holidays.
U.

Compensating retirees as if they worked the holiday, as required by Buck,
entitles them to 18$ hours of holiday pay rather than the current 144
hours they are receiving.
1.

Retirees’ holiday pay should be based on the 10-hour and 12-hour
shifts worked by actives.

Active officers working in patrol are required to work a 4/10 schedule, meaning that
they work at least 10 hours per shift rather than 8 hours per shift. A substantial number of
officers, including patrol officers, work 12-hour shifts.’ Accordingly, when actives receive
holiday premium pay for working on a holiday, they receive 10 hours at I .5x pay, or 15
hours of pay, or 12 hours at 1.5x, or ij
sQfpa, respectively. (When they do not work
on a holiday, they receive 10-12 hours of holiday pay.)2
however, despite the fact that actives are now being paid holiday pay based on 10hour or 12-hour days, retirees are still being paid based on 8-hour days, so they are receiving
just jiiofja per holiday. Instead, pursuant to Buck, they should be paid as if they
worked the holiday:
o
o

12 holidays x 15 hours for holidays worked
floating holiday = $ hours3

=

180 hours

The City’s own numbers suggest that approximately 10% of active police work 12-hour
shifts.
means that even if an active officer didn’t work any holidays—extremely unlikely
unless they were out on leave—they would still receive 120-144 hours of holiday pay.
Contrary to the assertion in the PFRS Staff Report, holiday pay that is paid when actives do
work a holiday is not paid in liett of base pay; actives do not receive base pay for days on
which they do not work. It is pay in addition to base pay. (See 2006-15 & 20 15-19 MOUs,
art. VI.G.3.)
As the Court held in Doan, supra, Alameda Superior Court Case No. 426926, the City
cannot escape its holiday pay obligations to retirees by providing holiday pay to actives as
“compensatory time off.”
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188 hours of holiday pay
2.

It is not workable to calculate compensation attached to the rank
based on averages.

PFRS Staff have analyzed payroll data based on the total number of hours worked by
active officers, but what is relevant here is pay for holidays. And, in looking at total hours
worked, the Staff Report left out the 10% of active officers who had a base of 2184 hours,
who received 18 hours for each holiday they worked, as 12 hours for each holiday they did
not work, which obviously skews the entire analysis.
PFRS Staff have asserted that active officers work, on average, approximately 6-7
holidays per year. But compensation attached to the rank cannot be reasonably calculated
based on averages: such averages would be a moving target depending on available staffing,
the day of the week the holiday falls on, anticipated or unanticipated workloads, emergency
situations, and other factors. The averages would need to be re-computed on a regular basis
maybe even monthly. This is why, construing the Charter liberally in favor of retirees,
Courts have held for over 45 years that compensation should be based on an assumption that
retirees worked all holidays.

—

Moreover, even if the Board were to accept the premise that holiday premium pay
should be calculated based on the average number of holidays worked by actives, this still
means retirees are owed additional pay according to the City’s own data:
•

If, based on a 10-hour shift, an active officer worked just ha/f of the holidays,
they would receive 158 hours of holiday pay, rather than the 144 hours
received by retirees:
o 6 holidays x 15 hours for holidays worked = 90 hours
o 6 holidays not worked x 10 hours for holidays falling on day off” 60
hours holiday pay
o 8 hours floating holiday

•

If an active officer worked 7 holidays, they would receive 163 hours of
holiday pay, rather than the 144 hours received by retirees:
o 7 holidays x 15 hours for holidays worked = 105 hours
o 5 holidays not worked x 10 hours for holidays falling on day off” 50
hours holiday pay
o 8 hours floating holiday
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Even if the Board finds that holiday pay should be calculated based on the average
number of holidays worked by actives, this still means that retirees are owed additional
compensation.
Figure 1. Hoilday Pay & Holiday Premium Pay for Active Officers
Holiday

January 1

MLK Day
(3rd
Monday in

Lincoln
Day (Feb.
12)

Feb. 3rd
Monday

Holiday
Premium
Pay if
worked
Holiday
Pay if
not
worked

15-18
hours

15-18
hours

15-18
hours

15-18
hours

10-12
hours

10-12
hours

10-12
hours

10-12
hours

Labor
Day (1st
Monday
Sept.)
Holiday
15-18
Premium hours
Pay if
worked
Holiday
10-12
Pay if
hours
not
worked
Holiday

E.

—

Memorial
July 4th
Day (last
Monday
May)
15-18 hours 15-18
hours

10-12 hours

10-12
hours

Sept. 9
(Admission
Day)

November Thanksgiving Friday after
11
(Thurs in
Thanksgiving
(Veterans Nov.)
(Nov.)

Christmas
(Dec. 25)

15-l8hours

15-18
hours

15-l8hours

15-l8hours

15-18
hours

10-l2hours

10-12
hours

10-l2hours

10-l2hours

10-12
hours

Holiday pay should not be changed for captains and deputy chiefs.
1.

PFRS Captain and Deputy Chief Ranks are obsolete and
compensation should be determined by looking at the OPOA
MOU.

Captain of Police (PfRS) and Deputy Chief of Police (PFRS) are obsolete ranks and
compensation attached to those ranks must be calculated in the same maimer as other
obsolete ranks including Chief of Police, Inspector of Police and Director of Police Services.

APPENDIX 2 - 10/31/2018

McCRACKEN, STEMERMAN & HOLSBERRY, LLP
David Low
November 15, 2017
Page 10

Approximately 25 years ago, the PFRS Board decided retirement allowances for
Chiefs of Police, Inspectors of Police and subsequently a Director of Police Services would
henceforth be based on cost of living adjustments and other wage increases received by
members of the Oakland Police Officers Association (OPOA). At that time, every member
of the Oakland Police Department, except the Chief of Police, was a member of and
represented by the OPOA (the Chief was an unrepresented member of the OPOA).
It is, therefore, illogical to base retirement allowances, including holiday and holiday
premium pay, for retired PFRS captains and deputy chiefs on provisions of the Police
Management Association Memorandum of Understanding (PMA MOU) while retired Chiefs
of Police, Inspectors of Police and a Director of Police Services remain attached to the
OPOA MOU. No retired PFRS captain or deputy chief was ever a member of or represented
by the PMA.
furthermore, there is no longer any community of interest between retired and
currently employed captains and deputy chiefs. Many responsibilities of PFRS deputy chiefs
have been transferred to the new rank of Assistant Chief and Ca1PERS captains no longer
regularly work in the field at night or on weekends and holidays, unlike PFRS captains.
Salary and benefit provisions of the PMA MOU reflect current working conditions and
responsibilities.
Retired PFRS captains and deputy chiefs should remain attached to the OPOA MOU
for calculation of retirement allowances.
2.

Even if PFRS relies on the PMA MOU, it is fundamentally unfair
to “cherry pick” the PMA MOU for provisions that are
detrimental to PFRS retirees and ignore those that are of benefit.

It is undisputed that the Police Management Association agreed to modify holiday
and holiday premium pay provisions for Ca1PERS captains and deputy chiefs to reflect
current assignments, working conditions and membership in the Ca1PERS retirement system.
However, it is also undisputed that the PMA received other benefits to offset any loss of
holiday or holiday premium pay.
Specifically:
•

•

Vacation Buy Back 120 Hours: This is a cash benefit payable to all Ca1PERS
captains, deputy chiefs and the Chief of Police and is clearly compensation attached
to the rank. No individual effort is required to obtain this benefit.
Management Leave 15 Days: This is a cash benefit payable to all Ca1PERS
captains, deputy chiefs and the Chief of Police and must be considered compensation
attached to the rank. No individual effort is required to obtain this benefit.
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•

•

POST Management Certificate 5% of pay: It is undisputable that every Ca1PERS
captain and deputy chief has qualified for a POST Management Certificate by virtue
of their tenure in the Department and completion of required training. Every retired
PFRS captain and deputy chief also holds a POST Management Certificate and
should be paid accordingly.
Bachelor’s Degree 5% of pay: While we do not yet have access to supporting data,
it is likely that every Ca1PERS captain and deputy chief holds a bachelor’s degree.
This results in a cash benefit and compensation attached to the rank for PFRS retirees.
—

If the Board decides to modify the historic manner in which holiday and holiday
premium pay is calculated for retired captains and deputy chiefs based on the PMA
MOU, all other PMA cash benefits must be classified as compensation attached to the
rank and paid to retirees.
Conclusion
Retirees should be compensated for holiday premium pay as if they worked the
holiday, and should be awarded 188 hours of holiday pay rather than the current 144 hours.
The PFRS Staff Report calculations do not analyze the hours actually worked and paid on
each holiday, but instead, improperly focus on the average number of hours worked by active
officers each year. Moreover, in calculating averages, the PFRS Staff Report improperly
disregards the 10% of police officers who are paid 18 hours per holiday worked (resulting in
216 hours of holiday pay if all holidays worked, or 180 hours holiday pay even ifjust half of
holidays are worked), obviously skewing the numbers. Even if the Board fails to pay retirees
as if they worked all holidays, and even if the Board determines that retirees should be
compensated as if they are working only 6-7 holidays, retirees are still being
undercompensated. Finally, PFR$ cannot cherry pick provisions from the PMA MOU that
disadvantage retirees while ignoring those provisions that benefit retirees.
We urge the Board to take all necessary steps to compensate retirees and beneficiaries
for 188 hours of holiday pay rather than the 144 hours currently being paid. Thank you for
your time and consideration.
Very truly yours,

Sarah
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To:

PFRS Board Via November 29, 2017 Agenda Package
Katano Kasaine, Plan Administrator

From:

Robert J. Muszar, PFRS Board Member

Date:

November 15, 2017

Subject:

October 16, 2017 Agenda Report Related to Alameda County Superior
Court Case No. RG16838274 and the Calculation of Holiday Pay and
Holiday Premium Pay for Active Members of the Police Department and
Holiday Premium Pay for PFRS Police Retirees and Widows.
Introduction

On October 25, 2017 the PFRS Board received an Agenda Report from the System’s Plan
Administrator which was titled An Analysis Comparing The Current Method of Calculating PFRS
Police Retiree Holiday Pay Benefits Against The Holiday Pay Received By Active Police Officers
During the Last Three Fiscal Years. Following that meeting I requested a copy of the data upon
which the Agenda Report was based for just one (1) of the three (3) years covered by the report.
However, the Plan Administrator has refused to provide that information. I also requested a
meeting with the Plan Administrator to discuss what I fear could be some significant unintended
consequences associated with the apparent direction suggested in the Agenda Report. The Plan
Administrator also declined to meet indicating it would be best for me to request information,
address concerns and ask questions through the Board’s meeting processes. The purpose of
this memorandum is to do as the Plan Administrator suggested and to give PFRS Board members
ample opportunity to review these materials prior to the Board’s November 29, 2017 meeting.
Issues before the Board
When the issues raised by: the Retired Oakland Police Officers Association (ROPOA) in its 2014
letter and 2016 Petition for a Writ of Mandate; PFRS outside legal counsel in his 2017 Demurrer;
and, the PFRS Plan Administrator in the August 2015 and October 2017 Agenda Reports are
combined; it appears the following questions are before the Board for possible resolution:


Should police retirees continue to be compensated for holidays as though they had worked
each of the holidays available to active members of the department, or should holiday
pension benefits be paid on some other basis?



Should holiday pension benefits be based on 8, 10 or 12-hour shifts or, perhaps some
average?



Is the Floating Holiday “compensation” and “compensation attached to the average rank
held” for the purposes of calculating pension benefits?



Should Captains and Deputy Chiefs receive pension benefits based on the OPMA MOU
rather than the OPOA MOU or on some other basis?
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Discussion
1. Should police retirees continue to be compensated for holidays as though they had
worked each of the holidays available to active members of the department, or should
holiday pension benefits be paid on some other basis?
For nearly half a century, pursuant to various court decisions and various actions of the PFRS
Board, police and fire1 retirees have been compensated for holidays as though they had
worked each of the holidays available to active members of the respective departments.
The number of holidays available to active members of the Police Department has changed
(including a temporary reduction in holidays) and the rate of holiday premium pay has
changed; but, the practice of compensating retirees as though they had worked each of the
holidays available to active members has been unbroken.
Throughout this time, it also has been universally recognized that not all police officers work
all holidays.
1971. Holiday Pay and Holiday Premium Pay were first determined to be “compensation” and
“compensation attached to the average rank held” in Buck v. City of Oakland (“Buck”), an
unpublished appellate court decision which was decided in August 1971. In examining the
question of holiday premium pay the Buck court wrote:
“According to the salary ordinance, the policeman or fireman who works on a “legal
holiday” which falls during his regular 40-hour work week “shall be credited with 8 hours
of work in computing said 40 hours during said one-week period.” The “credit” does not
amount to “pay” as such; in practice, however, almost every employee so “credited” is paid
his “credit’s” cash equivalent, on a per-hour basis and as a supplement to the monthly
salary paid him for the period of time involved. He is thereby paid, in cash and at
appropriate monthly intervals, “extra compensation” for having worked on a “legal holiday.”
“Accordingly, it [the extra compensation for having worked on a legal holiday] must be
included in the computation of retirement allowances…”
In December 1971, the court ordered the City to comply with Buck and threatened City
representatives with contempt proceedings for any further delays/failures.
1972: In early 1972, in an attempt to avoid the Buck mandate, the City unilaterally eliminated
holiday pay (and uniform allowance) for active members thereby eliminating any prospective
holiday pay to retirees as well. The City’s unilateral actions resulted in the filing of at least two
(2) secondary lawsuits (Doan v City of Oakland and Gray v City of Oakland. In Doan, the City
was permanently enjoined from enforcing any:
…ordinance, resolution or directive which decreases or attempts to decrease holiday
pay…received by Oakland police officers or firemen as “monthly compensation comprising
salary” and “to pay the increased retirement allowances based thereupon pursuant to the
Buck decision.

1

Firefighters now receive Holiday In-Lieu pay rather than compensation for individual holidays. Based on the plain
language of the MOU, it appears that the value of two (2) Floating Holidays may be included.
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1973: The City and the OPOA entered into the first MOU between the parties in 1973. The
one-page document provided in part:
“…Retroactive restoration of holiday pay and uniform allowance, abolished by Council

action, to June 29, 1972; application of Proposition C percentage increase to uniform
allowance and holiday pay effective July 1, 1972, and annually thereafter; computation of
retirement benefits under the Buck Decision upon the holiday pay and uniform allowances
as so adjusted…”. (Emphasis added)

Since 1973, holiday pension benefits have been calculated “under the Buck Decision” and
paid as though retirees had worked each of the holidays available to active members. It is
important to note that holiday pay practices of the Department during this period of time were
essentially the same as they are today. It is perhaps even more important to note that the
City, the PFRS Board and the Buck Court were certainly all aware that not every officer worked
every holiday. Nonetheless, the practice of paying retirees as though they had worked each
of the holidays available to actives went unchallenged until approximately 2010.
1996: In approximately 1976 the City and the OPOA entered into an MOU that increased
holiday premium pay from straight-time to time and one-half. This MOU included contingency
language which excluded PFRS retirees from receiving the additional half-time holiday
premium pay. Thus, active members who did not work the holiday continued to be
compensated at straight time while actives who worked holidays received holiday premium
pay at the rate of 1.5 times base pay which was paid in addition to their regular pay for the
day. PFRS retirees continued to be paid holiday premium pay at the rate of straight time for
each of the holidays available to active members.
In 1996, the Alameda County Superior Court, in Oakland Police and Fire Retirement
Association and Jon Arca vs. City of Oakland et al (“Arca II”), ruled that the above-described
additional holiday premium pay was “compensation” and “compensation attached to the
average rank held” and ordered this higher rate of pay be used to calculate pension benefits.
The court wrote:
“Respondents are compelled in determining and computing the amount of the retirement
allowances due to Petitioners and the class they seek to represent to take all actions
necessary to include as “compensation” and “compensation attached to the average rank
held” the full twelve hours holiday pay received by current Oakland Police Officers… and
to compute and pay such corrected retirement allowance amounts in future years”.
Again, the City, the PFRS Board and the court were all aware that not every officer worked
every holiday. They were equally aware of how holiday benefits for retirees were being
calculated. But again, neither the City nor the PFRS Board argued this point and the court
did nothing to invalidate the existing practice. Instead, the court’s order directing PFRS to
include the “full twelve hours holiday pay received by current Oakland Police Officers” kept
the practice of calculating pension benefits based on all of the holidays available to actives
intact. Thus, following Arca II, retirees continued to be compensated for holidays as though
they had worked each of the holidays available to actives.
2002: In approximately 2002, the City and the OPOA entered into an MOU covering the
period from July 1, 2001 to June 30, 2006. It is believed that this is the first MOU which
incorporated 10-hour shift scheduling in the Department. It is further believed that all
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compensation for holidays, including holiday premium pay, continued to be based on an 8hour workday. I have not been able to locate a copy of the 2001-06 MOU to verify this
information.
2006: Based on a Chronology of Communications which was prepared by the Plan
Administrator and presented to the PFRS Board at its January 26, 2011 meeting, it appears
the City first asserted police retirees were being overcompensated for holidays at the Board’s
April 26, 2006 meeting. In 2006, the Plan Administrator, supported by the deputy city attorney
assigned to the PFRS Board asserted that retirees should be compensated for holidays as
though they had not worked holidays. Later in 2006 the Plan Administrator reported that
research into this issue was continuing and that the matter would be brought back to the Board
at a later date. There is no indication that the issue was discussed following June 2006.
2008: Then in 2008, PFRS implemented the 2008 arbitration award and 2006-2010 MOU
making no changes to how retirees were compensated for holidays. That is, the Board
continued its practice of compensating police retirees as though they had worked each of the
holidays available to active members.
2010: In October 2010 the City Administrator wrote to the PFRS Board asserting that police
retirees/beneficiaries were being overcompensated for holidays. The City Administrator
wrote:
The City of Oakland (“City”) recently determined that for over two years, retired police
officers who are members of the Police and Fire Retirement System (“PFRS”) have been
mistakenly paid for 12 annual holidays at the rate of 2.5 times the regular salary. Under
the relevant MOUs, it should have been paid at a straight time (1.0) for these 12 days.
This effectively increased annual compensated hours of the PFRS police retirees by 144
hours, from the base annual amount of 2,080 hours. City’s records indicate that the
overpayment has been in place since March 11, 2008.
The City Administrator’s letter also indicated the City would be taking unilateral action to
reduce pension benefits prospectively and sought Board direction to recover overpayments.
On November 2, 2010, pursuant to instructions received from the Board, PFRS’ outside legal
counsel wrote to the City Attorney’s Office. Among other things, the letter acknowledged the
Board’s obligation to inquire into the City’s assertions and informed the City Attorney’s Office
of the following:
The Board will place an item on its Audit Committee agenda for its meeting on November
17, 2010 for the purpose of providing the City with the opportunity to make a full factual
and legal showing regarding its contention that an overpayment situation exists with
respect to police holiday pay. The City’s submission to PFRS must be made by Tuesday,
November 9 at 2 PM to ensure its inclusion in the agenda materials in compliance with
the City’s Sunshine Ordinance.
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Following the Audit Committee’s consideration of the City’s arguments, this issue will then
be continued to the Committee’s next meeting (tentatively scheduled for December 15 but
subject to change), to give affected retirees the opportunity to respond to the City’s
contentions. Either at that meeting or its next meeting, the Audit committee will make a
recommendation to the full Board for a determination.
On November 8, 2010 outside counsel for the City responded disagreeing with the legal
contentions expressed by PFRS’ counsel, agreeing to participate in further dialogue with the
Board “along the general lines you outline in your letter” and representing the following:
The City will present two items for the Audit Committee agenda for its meeting on
November 17, 2010:
1) An explanation of the overpayment, how it arose and the methodology for prospective
correction. The City will be available to respond to questions from the Board with
regards to prospective correction, and will be requesting the Board’s concurrence on
an expedited basis.
2) A request for Board action on the manner and method of recovery of past
overpayments, with a recommendation of deductions from future payments.
Also on November 8, 2010, the ROPOA wrote to the Board essentially agreeing with the
procedural recommendations expressed by PFRS legal counsel in the November 2, 2010
letter.
On November 9, 2010, the City provided the Board with a package of written materials further
explaining and in support of its position that retirees should be compensated as though they
had taken the day off on each of the holidays available to actives officers. The City provided
oral argument in support of its position to the Audit/Operations Committee and the full Board
on November 17, 2010.
2011: On January 14, 2011, the ROPOA provided lengthy written materials in support of its
position that retirees were being correctly compensated as though they had worked each of
the holidays available to active officers. The ROPOA provided oral argument in support of its
position to the Audit/Operations Committee and the full Board on January 26, 2011.
The City provided oral argument in rebuttal to the ROPOA’s position to the Audit/Operations
Committee and the full Board on January 26, 2011 as well. At the conclusion of oral
arguments, both the ROPOA and the City agreed that the matter was “submitted”. The Board
then unanimously adopted a motion directing PFRS outside legal counsel to provide the Board
an advice letter “for action on this Police Holiday Pay matter”.
Thereafter, PFRS outside legal counsel prepared a 10-page advice letter which was
presented to the PFRS board on March 3, 2011 indicating the following: “We have reviewed
and considered all of the information provided by both the City and the ROPOA in evaluating
the issues and in providing our advice to the Board”. PFRS outside legal counsel opined as
follows:
We have determined above that the 2008 Arbitration Award and the resulting 2006-2010
MOU did not change the payment of holiday premium pay for active sworn personnel.
Since the City’s argument that an overpayment for retired police personnel and their
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beneficiaries was predicated on the assertion that the Award/MOU changed an existing
practice for active personnel, their position fails. Even if the City had been correct in its
assertion that there was a change in practice in 2008 that limited the payment of holiday
premium pay to active sworn police personnel only to days actually worked, case law
specifically applicable to PFRS and generally applicable to fluctuating pension systems
demonstrate that holiday premium pay, even if only paid to active employees who actually
work the holiday, is never the less compensation attached to the rank for retirement
purposes. (Emphasis added)
Later in this opinion letter when referring to Buck, outside counsel wrote:
It is clear from the above that Buck stands for the proposition the extra compensation paid
to active police officers for actually working a holiday constitutes compensation attached
to the rank for retirement purposes even though, by definition, retired police officers do not
work on holidays. As such, Buck stands in direct contrast to City’s position that because
retirees don’t work holidays they are not entitled to have holiday premium pay treated as
compensation attached to the rank. In accord is the minute order in the Arca case
provided by ROPOA, which compels the treatment of the 12 hours of holiday premium pay
as “compensation attached to the average rank held” for purposes of the calculation of
retirement allowances.
Following outside counsel’s presentation of the above-described opinion letter and after
having received the written materials and oral arguments provided by both the City and the
ROPOA over the course of several meetings the Board, by majority vote, determined there
had been no overpayment and directed outside counsel to prepare a resolution consistent
with the Board’s determination.
On April 26, 2011 the Board unanimously adopted Resolution No. 6682 confirming its March
3, 2011 decision.
Throughout the above-described hearings, the City, relying upon the 2008 Arbitration Award
and the resulting 2006-10 MOU, argued that rather than being compensated as though they
had worked each of the holidays available to actives; retirees should be compensated as
though they had worked none of them. In the end, the Board upheld the long-standing practice
of compensating retirees as though they had worked each of the holidays available to actives.
In approximately June 2011 the City initiated court proceedings against the PFRS Board.
Among other things, once again asserting that retirees should be compensated as though
they had not worked holidays and once again relying upon the 2008 Arbitration Award and
the resulting 2006-10 MOU. In this action, the City also relied upon the 2006-13 MOU.
In its opposition brief, PFRS vigorously defended its long-standing practice of compensating
retirees as though they had worked each of the holidays available to active officers writing for
example:
In sum, two previous writs2of mandate issued by the Alameda Superior Court compel the
Board to calculate and pay pension benefits to PFRS members based on the hourly rate
of holiday premium pay earned by active police who work on a paid holiday. The Board
has a clear, present ministerial duty to comply with those court orders.
2

Referring to Buck and Arca II
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The City and PFRS later filed supplemental briefs at the request of the court. Specifically, the
court invited further briefing regarding Kreeft v. City of Oakland (1998) 68 Cal.qpp.4th 46. The
City’s supplemental brief urged the court to apply a Kreeft-type standard to its analysis of this
case and PFRS argued exactly the opposite.
2012: In approximately September 2012, the Superior Court, relying heavily on Kreeft found
in the City’s favor nonetheless finding that the straight-time holiday pay paid to all officers
regardless of whether they worked the holiday was compensation attached to the rank and
could result in additional compensation. Although the PFRS Board filed only a partial appeal
which was later settled, the ROPOA as an intervener appealed the Superior Court’s decision.
The results of the appeal are discussed further below.
On October 16, 2012 the Board held a closed session regarding the Superior Court’s ruling
during which the Board took certain reportable actions. On October 17, 2012, at the request
of the deputy city attorney assigned to the PFRS Board, outside legal counsel issued a
memorandum detailing the reportable actions taken by the Board in closed session. Among
those actions PFRS Counsel reported:
2) The Board voted to direct staff, in consultation with outside legal counsel, to provide the
Board with the information and calculations necessary for the Board to take action to
prospectively adjust benefits effective December 1, 2012 (January 1, 2013 benefit
payments) based on the following criteria for holiday pay and shift pay:


Retirement benefits to be calculated based on the annual receipt of holiday pay, in
addition to the 2080 hours of base pay, calculated at the 100% of base pay per
holiday times 13 paid holidays, instead of 150% of base pay per holiday times 12
paid holidays;



No shift pay.

The Board directed staff to bring back the above-referenced information and calculations
to the Board at its November meeting for Board review and approval.
Thus, even though the Board directed that the rate of additional holiday pay for retirees was
to be reduced from 150% to 100% of base pay, the Board directed that this additional
compensation was to be based upon each of the 13 holidays available to active members.
The following month staff presented an Agenda Report to the Board which verified and
complied with the above-described direction.
2013: In November 2013, the Board unanimously adopted Resolution No. 6766 setting the
retirement benefits for the only remaining active police member of the System. Among other
things, the Board based the holiday pay benefits for this retiree on a 12-hour work schedule
and has since paid those benefits as though he had worked 12 hours on each of the holidays
available to active members.
2014: In February 2014 the First District Court of appeal in, City of Oakland v. Oakland Police
and Fire Retirement System et al., 224 Cal. App. 4th 210 (“City of Oakland”), overturned the portion
of the lower court’s ruling which addressed the rate of holiday pay owed to retirees; rejecting
the City’s argument that retirees should be compensated as though they had not worked
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holidays and finding this argument to be “specious”. The appellate court specifically rejected
the Superior Court’s reliance on Kreeft. In addition to providing a very detailed review of the
history of holiday pay benefits and the various litigations surrounding them, the appellate
court’s references to other analogous court decisions make it clear the court was aware that
not all officers work all holidays.
When addressing the subject of res judicata, the appellate court wrote:
The trial court summarily dismissed the doctrine of res judicata, remarking simply that
Buck and Arca II concerned retiree rights when compensation for active members of the
Department was “set by different MOUs.” We, in contrast, find the doctrine dispositive.
When addressing the preclusive nature of Buck, the court wrote:
Now, over 40 years later, the City is arguing under the exact same Charter provisions that
the extra compensation payable to active members of the Department for working on a
holiday should not be included in the calculation of PFRS retirement allowances.
However, having had one chance to litigate this issue before the First District, the City is
not now entitled to take another bite of the same apple; and,
Similarly, the inclusion in the 2006-2015 MOU of express language defining the rights of
active members to certain holiday pay when they do not work on a holiday has no bearing
on active members’ continuing entitlement to receive extra compensation when they do.
Although the amount of remuneration has changed over the years, for over four decades
active members of the Department have possessed an unbroken right to holiday pay for
working on holidays. And, based on Buck, PFRS retirees have been entitled—during the
same period—to have such holiday pay included in the calculation of their retirement
allowance; and,
In the present case, in contrast, the City has failed to make any showing that a material
change in circumstances has occurred since Buck with respect to the holiday pay issue
which would justify its relitigation. As stated above, neither the change in the underlying
document providing the holiday pay benefit, nor the fact that the current MOU expressly
discusses holiday pay for members who do not work holidays is a material change
justifying relitigation. Further, the City’s specious argument—that retirees should not be
compensated for working on holidays because they currently do not work—misses the
point entirely and, regardless, has been true since Buck was decided. The appropriate
inquiry is not whether retirees no longer work, but rather how active members are
compensated for holiday work and whether this has changed significantly since Buck.
(Emphasis added)
The appellate court also addressed the superior court’s reliance on Kreeft and found it to be
misplaced.
Nor do we view the First District’s decision in Kreeft as materially changing the legal
landscape with respect to the provisions in the Charter which govern the calculation of
PFRS retirement benefits, including those based on holiday pay; and,
We view Kreeft as a commonsense application of the Charter provisions to particular facts
rather than as a significant departure from existing precedent. Certainly, there is nothing
in the statutory analysis engaged in by the Kreeft court that could not have been argued
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to the First District in Buck. For instance, it could easily have been urged that working on
a holiday was based on individual effort and scheduling rather than rank. “A prior judgment
is res judicata on matters which were raised or could have been raised (emphasis added),
on matters litigated or litigable” (citation omitted). “Were the rule otherwise, litigation finally
would end only when a party ran out of counsel whose knowledge and imagination could
conceive of different theories of relief based upon the same factual background” (citation
omitted).
Although the appellate court determined that the “unanalyzed and incomplete” payroll data
provided to the superior court by the city was “wholly insufficient” and “essentially useless” for
the purpose of triggering relitigation, the court nonetheless examined the raw data and drew
certain conclusions from it.
We have, however, reviewed the raw payroll data supplied by the City for the two-week
pay period ending January 6, 2012. While we doubt that the two-week pay period
encompassing a Sunday New Year’s holiday represents the typical experience of most
Department members for most holidays, even a cursory review of the data in light of other
information contained in the record permits certain conclusions to be drawn. First, it
appears that the majority of active Department members work 10- or 12-hour shifts, rather
than the traditional eight-hour shift (emphasis added). Second—although there were
entries that we could not interpret with the information available in the record—it appears
that essentially all active members receive between eight and 18 hours of holiday pay in
connection with the occurrence of a holiday, based on the length of their usual shift. Thus,
members who work on a holiday receive holiday pay of 12, 15, or 18 hours. Members for
whom a holiday falls on a regular day off receive holiday pay of eight, 10 or 12 hours. And,
finally, members who take a holiday off receive holiday pay of eight, 10, or 12 hours.
The above observation by the court is significant in that the court certainly would be aware
that 10-plan and 12-plan type scheduling include changed day-off patterns.
Although the appellate court determined that Kreeft did not apply and that Buck controlled,
the court nonetheless hypothesized regarding the likely outcome of a properly applied Kreefttype analysis to the facts of the instant case.
Indeed, were we to throw out the holding in Buck and reconsider the holiday pay issue
generally in light of Kreeft, it is not at all clear that a different outcome would result. As
stated above, it appears that essentially all members of the Department currently receive
between eight and 18 hours of holiday pay for every holiday simply for being on the force.
Thus, holiday compensation seems to be incident to rank rather than individual effort.
And, while it is true that there is variation in the amount of extra compensation paid to
each member based on schedule, we disagree with the trial court that any such variability
is fatal under Kreeft. In fact, Kreeft speaks of the FLSA pay at issue being “widely” varied.
The variation in the present case, in contrast, is much more narrowly focused and
predictable. Were a proper analysis to be done, we would not be surprised to find that the
12 hours of holiday currently used in the calculation of PFRS retirement benefits pursuant
to Buck represents an average that is a “meaningful predictor of the experience of most”
Department members.
When addressing the temporary reduction in holidays which resulted from the 2006-2013
MOU, the court concluded that holiday pay for retirees should be based on all of the holidays
available to active members of the Department.
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Although the total holiday compensation paid to active members of the Department was
clearly reduced during this timeframe, the Board continued to calculate retirement benefits
for PFRS retirees as if this temporary reduction had not occurred. Based on the plain
language of the Charter and the 2006-2013 MOU, the trial court held that the reduction in
holiday pay experienced by active members should have been reflected in PFRS benefits
for the years in question. Specifically, retirees, during the relevant timeframe, should only
have been credited with seven holidays, rather than 12 (emphasis added).
Again, the court certainly was aware that not all actives work all holidays, yet it decided that
retirees should have been credited with all seven of the holidays available to actives.
2014 - 2016: In October 2014, the ROPOA wrote to the PFRS Board asserting that holiday
pension benefits should be based on either 10 or 12-hour shifts and that the Floating Holiday
should be included in retiree holiday pay calculations.
In August 2015, at the direction of the Board, the Plan Administrator submitted an Agenda
Report analyzing the ROPOA’s assertions.
In October 2016, the ROPOA petitioned for a Writ of Mandate and filed a Complaint for
Declaratory Relief in Alameda County Superior Court (Case No. RG16838274) on behalf of
the ROPOA and five (5) named plaintiffs. The petition asserts that retirees/beneficiaries
should be compensated for holidays as though they worked 10-hour shifts rather than 8-hour
shifts and that the Floating Holiday received by active officers should be included in retirement
compensation. Central to the ROPOA petition is the assertion that retirees should be
compensated as though they worked each of the holidays available to active members of the
department.
The October 2014 letter, the 2015 Agenda Report and the 2016 Writ will be discussed in more
detail below. They are included here to provide context to the actions taken on behalf of the
Board in 2017.
2017: In February 2017, outside legal counsel for PFRS filed a demurrer to the ROPOA’s
Writ and alternatively filed a motion to stay the action. Both the demurrer and the motion to
stay were denied by the court.
Without express direction or authorization from the Board, outside counsel proffered an
argument which, on its face, represents a significant departure from the long-standing
practices of this Board as they relate to the calculation of retiree holiday benefits pursuant to
Buck, Arca II and City of Oakland. PFRS outside counsel argues that the 4-10 work schedule
increases the likelihood a holiday will fall on one of an officer’s regularly scheduled days-off;
therefore retiree holiday premium pay should be based on a Kreeft-like standard rather than
the decades-long Board practice of calculating pension benefits as though retirees had
worked each of the holidays available to active members.
Summary: The practice of calculating holiday pension benefits as though retirees worked
each of the holidays available to active members has been uninterrupted for more than 44
years. As indicated above, each time it has been reviewed, either by this Board or by the
courts or by both, the practice has been validated.
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The most recent set of challenges began in October 2010 and were based on the City’s
interpretation of the 2008 Arbitration Award and resulting 2006-2010 MOU. In early 2011,
following hearings which spanned several months and the receipt of a detailed advice letter
from legal counsel, the Board adopted Resolution No. 6682 upholding the practice.
When the City filed its 2011 Writ, the Board vigorously defended its 2011 decision. Even when
the 2012 superior court decision reduced the rate of holiday pay, the Board’s October 16,
2012 direction to staff was to pay the reduced rate on all, not some portion, of the holidays
available to actives.
In late 2013, the Board set the holiday benefits for the last active member of the Department
based on a 12-hour shift and has since paid them as though he had worked each of the
holidays available to actives.
In early 2014, the appellate court overturned the lower court ruling that would have reduced
the rate of pay upon which holiday pension benefits are to be based while upholding the lower
court’s ruling regarding the temporary reduction in the number of holidays available to actives;
ruling that retirees should be credited with each of the seven (7) holidays temporarily available
to actives. Based upon the textual content of the appellate court’s decision, it is obvious the
court was aware that most actives were working 10 or 12 hour shifts with their accompanying
day-off patterns and that not all actives work all holidays.
Lastly, citing other decisions, the court wrote that “a prior judgment is res judicata on matters
which were raised or could have been raised on matters litigated or litigable” (emphasis
added) and, “Were the rule otherwise, litigation finally would end only when a party ran out of
counsel whose knowledge and imagination could conceive of different theories of relief based
upon the same factual background”. The 10-hour shift schedule used by the Department has
been in place for about 16 years. The 12-hour shift schedule has been in place for
approximately 10 years. Thus the argument now being made by PFRS outside legal counsel
- that these shift patterns increased the likelihood a holiday would fall on a regularly scheduled
day-off - was available and could have been raised by the City and/or PFRS in the court
proceedings that began in 2011.
Only the Board should decide whether to modify its long-standing practice of calculating
holiday pension benefits as though retirees had worked each of the holidays available to
actives – the pay determined by the courts to be “attached”. I, of course, would argue that we
shouldn’t and that our current practices are mandated by Buck and Arca II and were affirmed
in City of Oakland. But, even if not mandated, the practice is a reasonable interpretation and
application of those decisions given our duty to construe pension benefits liberally in favor of
retirees and our obligation to administer the system efficiently. Certainly, none of the Board’s
advisers should be proffering arguments to the contrary until the Board decides.
This decision, to maintain or abandon the Board’s decades-long practice of calculating holiday
pension benefits as though retirees had worked each of the holidays available to actives, is
the cornerstone to any other decisions the Board may make in this case.
2. Should holiday pension benefits be based on 8, 10 or 12 hour shifts or, perhaps some
hybrid shift schedule?
As indicated above, holiday premium pay has been determined to be attached to the average
rank held and is therefore required to be included in the calculation of pension benefits. The
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ROPOA has questioned, actually challenged, the amount of holiday premium pay being
included in pension calculations. We know that active members now receive holiday premium
pay based on all hours worked, rather than a static eight (8) hours. We also know that the
standard shifts utilized within the Department are 8-, 10- and 12-hour shifts rather than a
singular 8-hour shift. The current OPOA MOU prohibits the use of 8-hour shifts in Patrol.
Clearly, everyone on the Department (setting aside the question of Captains and Deputy
Chiefs which will be addressed below) who works on a holiday receives a minimum of eight
(8) hours of holiday premium pay, which is paid at the rate of 1.5 times his/her base rate of
pay. The courts have already determined and reaffirmed that the requirement for police
officers to work holidays as a matter of routine is so commonplace that the compensation paid
for doing so is “compensation attached to the average rank held” in fluctuating pension
systems and compensation “earnable” in fixed systems. Most recently, in City of Oakland,
the court has determined that the benefit structure mandated by the 2008 Arbitration Award
and the resulting 2006-2010, 2006-2013 and 2006-2015 MOUs have done nothing to justify
the relitigation of this issue. Hence, holiday premium pay based on 8-hours of work and paid
on all holidays available to actives is our baseline. In my opinion any attempt to justify
something less, is nothing more than folly, will be costly and will further drive a wedge between
this Board and the retirees/beneficiaries we serve.
So, in my mind at least, the question then becomes: are enough officers assigned to 10- or
12-hour shifts so as to tip the scales to require that it is one of these shifts, rather than an 8hour shift, which attaches to the rank? This will not be an easy question to answer. Therefore
our inquiry should be as targeted as possible and the criteria by which we make our decision
should be well articulated.
Secondary is essentially the same question, but answered only as to officers assigned to
Patrol. The courts have twice decided that compensation paid to officers assigned to Patrol
can “attach to the average rank held” by those officers. In Arca, the court determined that
Patrol Division Half-Hour Pay attached to the rank. Although under appeal, the superior court
also recently determined that Master Police Officer Pay, which was paid only to officers
assigned to Patrol, was attached.
2012: On October 16, 2012, the Plan Administrator submitted a memorandum to the Board
showing “estimated prospective pension payments and retroactive overpayments as mandate
by the Writ of Mandate”. This memorandum assumed that all retirees worked a MondayFriday workweek and prospectively provided additional compensation only for those holidays
that fell on weekends as follows:
1. Payroll is based on a Monday-Friday week with additional compensation for holidays
that fall on weekends.
The report indicated that retroactive calculations also would assume a Monday-Friday
workweek with additional compensation being provided only for holidays falling on a weekend.
The Board also met in closed session on October 16, 2012. As indicated earlier in this
document, on October 17, 2012, at the request of the deputy city attorney assigned to the
PFRS Board, outside legal counsel issued a memorandum detailing the reportable actions
taken by the Board during its October 16, 2017 closed session. Among those actions was the
criteria upon which holiday premium pay calculations were to be based. It would appear the
October 16 closed session action was a conscious departure from the criteria recommended
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by the Plan Administrator in her October 16 report. Among other things, PFRS Counsel
reported:
“2) The Board voted to direct staff, in consultation with outside legal counsel, to provide
the Board with the information and calculations necessary for the Board to take action to
prospectively adjust benefits effective December 1, 2012 (January 1, 2013 benefit
payments) based on the following criteria for holiday pay and shift pay:


Retirement benefits to be calculated based on the annual receipt of holiday pay, in
addition to the 2080 hours of base pay, calculated at the 100% of base pay per
holiday times 13 paid holidays, instead of 150% of base pay per holiday times 12
paid holidays;



No shift pay.

The minutes of the October 16, 2012 Board meeting indicate the calculations in the Plan
Administrator’s October 16 memorandum would be recalculated pursuant to action taken by
the Board in closed session. The minutes indicate:
Katano Kasaine reported the previous calculations submitted by the staff of the PFRS
board will change after consideration of the Board action today. Staff will provide revised
calculations at a future meeting. Rich Miadich, PFRS outside counsel, provided
explanation of the calculation methodology in consideration of the Judge’s order on this
matter.
On November 14, 2012, a November 9, 2012 memorandum from the Plan Administrator
appeared on the Board’s agenda and was included with distributed agenda materials. This
memorandum indicated:
At the PFRS Board’s October 16, 2012 closed session meeting, the Board directed staff
to meet with the Board’s outside attorney’s and to provide calculations necessary for the
Board to prospectively adjust benefits effective December 1, 2012. The PFRS Board
directed staff that the prospective change should be based on the following:
1. Retirement benefits to be calculated based on receipt of holiday pay, in addition to
the 2080 hours of base pay, calculated at 100% of base pay per eligible holiday
(emphasis added)
2.

No Shift Differential pay.

Based on instructions from PFRS outside attorney, Holiday Pay for Patrolmen are based
on a value of 10 hours per day (emphasis added). All other ranks holiday pay is assumed
to be based on 8 hours per day.
2013: In November 2013, the Board unanimously adopted Resolution No. 6766 setting the
retirement benefits for the only remaining active police member of the System, a Sergeant
who was assigned to Patrol at the time of retirement. Among other things, the Board based
the holiday pay benefits for this retiree on a 12-hour work schedule. This action was not
inconsistent with the Board’s November 2012 action to base holiday premium pay for
Patrolmen on 10-hours per day.
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2014: In February 2014, the appellate court published its decision in City of Oakland. As
previously indicated the court reviewed raw data which was submitted by the City in support
of its position. Among other things, the court found:
While we doubt that the two-week pay period encompassing a Sunday New Year’s holiday
represents the typical experience of most Department members for most holidays, even
a cursory review of the data in light of other information contained in the record permits
certain conclusions to be drawn. First, it appears that the majority of active Department
members work 10- or 12-hour shifts, rather than the traditional eight-hour shift (emphasis
added).
As indicated above, in October 2014, the ROPOA wrote to the PFRS Board asserting that
holiday pension benefits should be based on either 10 or 12-hour shifts. Specifically, the
ROPOA wrote:
Pay should reflect ten and twelve-hour shifts: The Resolutions and the supporting staff
reports also fail to recognize that active members routinely work either 10 or 12-hour shifts,
and that pension benefits should be based on these work hours, even though some
recognition of this requirement was included in a staff report which was dated November
9, 2012 (Exhibit 2). This staff report indicated: “Based on instructions from PFRS outside
attorney, Holiday Pay for Patrolmen are based on the value of 10 hours per day”.
Although we disagree with the premise that only patrolmen should receive holiday pay
based on a 10-hour shift, we believe outside counsel was correct in principle. First, the
Court of Appeal recognized and set the standard for retiree holiday pay compensation
when it wrote: “Further, the City’s specious argument — that retirees should not be
compensated for working on holidays because they currently do not work — misses the
point entirely...The appropriate inquiry is not whether retirees no longer work, but rather
how active members are compensated. . .“ (City of Oakland v. Oakland Police & Fire
Retirement System (2014) 224 CaLApp.4th 210, 231.)
o

Since 2006, the Board has been calculating holiday premium pay for retirees
based on an 8-hour shift even though 10-hour and 12-hour shifts have become the
norm throughout the Department. The Court of Appeal recognized the widespread
use of these extended shifts when it wrote: “First, it appears that the majority of
active Department members work 10- or 12-hour shifts rather than the traditional
8-hour shift.” (224 Cal.App.4th at p. 231, fn. 11.)

o

Under the current MOU, 8-hour shifts are not even permitted for officers in
Patrol; at least 10-hour shifts are required. Article IX, Section L of the MOU
provides: “For the duration of this MOU, the current 4/10 shift schedule shall be
the core shift in patrol. There shall be no 5/8 shift schedule in patrol for the duration
of this MOU.” The use of 12-hour shifts is prevalent enough to warrant the
modification of the salary schedule to account for them. (See Appendix G to the
2006 MOU.)

o

Lastly, in November 2013, the Board directed that the holiday pay for a recently
retired PFRS member be calculated based on a 12-hour shift.

Given the above, it is clear that the Board cannot reasonably or permissibly assume that
all retirees—all except one, that is—are only entitled holiday premium pay based on an 8-

14
APPENDIX 2 - 10/31/2018

hour day (12 hours of holiday pay). At a minimum, holiday premium pay should be based
on a 10-hour day (15 hours of holiday pay). This means that all retirees have been
undercompensated for more than seven years, and these underpayments must be
included in the Board’s calculations.
Even if the Board were to disagree with the above, it is inescapable that retirees of all
ranks who were assigned to patrol during any portion of their final three years of
employment are entitled to a minimum of 15 hours of holiday pay.
2015: In August 2015 the PFRS Plan Administrator submitted an Agenda Report titled
Informational Report regarding Retired Oakland Police Officers Association (ROPOA) claims
of PFRS Police retiree underpayments stated in their October 27, 2014 memo to the PFRS
Board. Although fatally flawed because of the many obvious errors that carry through Exhibit
1 (explained more fully below), in my opinion, this is exactly the type of analysis needed by
the Board to resolve the issue before it. This report indicates:
Staff has conducted research to determine how many active officers, sergeants, and
lieutenants worked 8, 10, or 12 hour shifts over the last six fiscal years. Summarized
below are the facts which are included in Exhibit 1 and Exhibit 2 herein.
Exhibit 1 reflects the shifts worked by active Oakland Police officers for the six Fiscal Years
2009-2010 through 2014-2015. The tables show the shifts worked by active Oakland
Police assigned to Patrol, as well as the shifts worked for active Oakland Police in the
entire department. The data shows that 10-hour shifts are most often worked by sergeants
and officers assigned to patrol. However, the data also shows that other shifts, including
8-hour shifts, are also worked by a significant number of personnel assigned to patrol.
The percentage of 8, 10, and 12 hour shifts worked varies from year to year, and from
rank to rank (lieutenant, sergeant, and officer). What this inconsistency shows is that the
data does not support the broad-brush assertion made by the ROPOA.
It is difficult to analyze the material in Exhibit 1 fully without having the data upon which it is
based, however it is obvious that most of the numbers reflected in the exhibit are mistaken.
Most of these mistakes are reflected in page 1 of the exhibit (Fiscal Year 2009-2010) and
those mistakes then carry through the entire exhibit. For example:
The “Total Hours” columns for each of the ranks and for all of patrol reflect obviously
mistaken numbers. It is universally accepted that an officer assigned to a 40-hour
workweek (80 hours worked in a pay period) will typically work 2,080 hours in a year and
an officer assigned to a 12-hour workday (84 hours worked in a pay period) will work 2,184
hours. Even if we were to assume that every officer assigned to patrol was on a 12-hour
shift, for them to have worked 9,711,896 hours in a year (Total Patrol Hours column) would
have required approximately 4,447 officers assigned to Patrol. Similarly, the numbers
reported separately for Lieutenants, Sergeants and Officers would have required
approximately 119 Lieutenants, 547 Sergeants, and 3,781 Officers.
The “Total Shifts” columns are similarly mistaken. The maximum number of shifts would
be worked by Officers assigned to a 40-hour workweek. Without allowance for additional
time off such as vacation, an Officer assigned to a 2080 hour work-year, will be scheduled
to work 260 shifts if on an 8-hour shift and 208 shifts if on a 10-hour shift. Officers assigned
to a 12-hour shift typically will be scheduled to work approximately 183 shifts per year.
Even if we were to assume that every officer in Patrol was scheduled to work 260 shifts,
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which they obviously were not, the numbers reported in Exhibit 1 would require about 94
Lieutenants, 464 Sergeants, and 3,100 Officers. Of course, the more reasonable divisor
would have been 208 shifts which would simply make these numbers even more
unrealistic.
The same mistakes seem apparent in the Total Hours and Total Shifts columns for the All
Sworn portion of the exhibit. These mistakes then generally carry forward throughout the
remainder of Exhibit 1.
Other mistakes appear that seem to be unique to the All Sworn portion of the exhibit for Fiscal
Years 2011-2012 and 2014-2015. For example:
The Total Shifts columns in the 2011-2012 report reflect numbers that are impossibly low.
For example it reflects that only 1,181 shifts were worked throughout the Department for
the entire year. Assuming there are 260 scheduled shifts per year per officer, this number
reflects fewer than five (5) individuals.
Setting aside the fact that the numbers generally are unrealistically high, the Grand Total
rows of the Total Hours columns in the 2014-2015 report simply do not add. For example,
the report shows a Grand Total of 10,620,904 hours worked department-wide. Those
numbers add horizontally across the columns however, when the Total Hours column is
added vertically, the total comes to 11,650,748. Likewise, each of the Total Hours
columns in this report, when added vertically, reflect mistaken totals. Without having the
data upon which the report is based, it is impossible to determine the exact nature of the
mistakes but it is clear the numbers don’t match.
Given the above-described issues, I made no attempt to examine Exhibit 2, except to say that
any such analysis is of limited or no use when attempting to determine which work schedule
attaches to the rank. Assuming the information is correct and is reflective of all the pay codes
associated with holidays, the type of analysis reflected in Exhibit 2 goes to “compensation
earnable”; not “compensation attached to the rank”.
Lastly, given the express language in the MOU which prohibits the use of 8-hour shifts in
Patrol, the report should explain its findings in this regard. Either the report is mistaken or
there are exceptions to the MOU language which may or may not be authorized. If there are
exceptions, they should be explained.
Having pointed out all of the above, I still believe that the type of analysis reflected in Exhibit
1 is essential to resolving the question before the Board both as to Patrol and as to the
Department. I therefore request that it be corrected and resubmitted for the Board’s
review and consideration. I further request that the corrected report include an
explanation of its findings regarding the use of 8-hour shifts in Patrol.
2016: As previously discussed, in October 2016, the ROPOA petitioned for a Writ of
Mandamus and filed a Complaint for Declaratory Relief in Alameda County Superior Court
(Case No. RG16838274) on behalf of the ROPOA and five (5) named plaintiffs. The petition
asserts that retirees/beneficiaries should be compensated for holidays as though they worked
10-hour shifts rather than 8-hour shifts.
2017: On October 25, 2017 the Plan Administrator submitted an Agenda Report which was
dated October 16, 2017. The report was titled: An Analysis Comparing The Current Method
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of Calculating PFRS Police Retiree Holiday Pay Benefits Against the Holiday Pay Received
by Active Police Officers During the Last Three Fiscal Years.
As to the question before the Board – should Holiday Premium Pay for retirees be based on
an 8-, 10-, or 12-hour shift3 - both the methodology and the logic of this report miss the mark
and, if adopted, would make it practically impossible to administer PFRS. Essentially, as
explained below, the Agenda Report attempts to apply a “Fixed System” standard to a
“Fluctuating System”.
In a fixed retirement system, pension benefits are based on what a retiree actually earned in
those areas which have been determined to be “compensation earnable” for the purposes of
calculating pension benefits. A fixed system works because it focuses on the individual and
his/her compensation earnable only once – the day the individual retires. That is, an
individual’s pension benefit is based on the pensionable compensation he/she actually earned
over a fixed period of time, usually either 12 or 36 months, and has absolutely nothing to do
with the compensation earned by his/her peers either currently or prospectively. The
appropriate pension formula is then applied to this compensation earnable snapshot to
determine the individual’s pension benefit. Thereafter, additions or deletions to those pay
elements which are considered “compensation earnable” for actives and/or the compensation
actually paid to actives have no impact on the individual’s future pension benefits. Hence, the
pension is “fixed” based on the above-described snapshot. In the public sector, pension
payments typically are adjusted periodically by whatever COLA formula might be applicable
within the pension system but, again, these formulas have no connection to COLAs received
by active employees.
In a fluctuating system, pension benefits are based on those items of pay that have been
determined to be “compensation attached to rank”. In PFRS, a retiree’s pension is based on
the compensation attached to the average rank held over either the final year of employment
(disability retirements) or final three (3) years of employment for service retirements.
Although a number of factors must be considered when determining whether a particular form
of compensation “attaches to rank”, once it is decided that compensation attaches to the rank
it is an all or nothing proposition. The compensation element is either attached and paid or
it’s not attached and not paid. There is no middle ground.
Pension benefits then fluctuate, either up or down, based only on changes to the amounts of
“attached” compensation that is available to those actives holding the same rank as the retiree
but, not based on the amounts actually earned by actives within that rank. Any attempt to link
pension benefits in a fluctuating system to individual performance, as implied by this Agenda
Report, is contrary to the nature of the system and would be unmanageable.
Court decisions involving fluctuating systems have universally recognized this distinction. In
every instance where a court has been asked to answer this question, the answer has been
“attached” or “not attached”. There has never been what would amount to a compromise
decision in this regard and there has never been a court decision mandating that the up and
down movements applied to compensation once determined to be attached to the rank in a
fluctuating system be based on individual performance.

3

The questions regarding the compensation paid to Captains and Deputy Chiefs and the issue of the Floating
Holiday are addressed elsewhere in this memorandum
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As indicated earlier, a fixed system can function based on individual performance because it
only examines individual performance once. If benefits in a fluctuating system were to be
adjusted based on individual performance, benefit levels would be constantly moving,
impossible to determine with any degree of stability and impossible to administer effectively.
The October 16, 2017 Agenda Report is based on the same flawed assertion that was rejected
by this Board in 2011 and by the appellate court in 2014. The report indicates:
However, since 2006 and subsequent OPOA (Oakland Police Officer Association) MOUs,
active police are no longer paid additional holiday pay at a premium rate of 1.5X per
holiday regardless of whether they actually work the holiday. Active OPOA police officers
(below the rank of captain) receive additional Holiday Premium Pay at the premium rate
(1.5X) only if they actually work the holiday. DGO D-8 has since been rescinded.
The City made this very same argument in October 2010. Following an exhaustive hearing
process and upon detailed advice of its legal counsel, the Board rejected this notion in early
2011. The City made the same argument in the Writ it filed in June 2011 and the Board
vigorously defended against it asserting its practice of paying holiday pension benefits as
though retirees worked each of the holidays available to actives was mandated by the courts.
In February 2014 the appellate court, writing in significant detail, found the City’s 2010 and
2011 arguments to be specious. Now, the Plan Administrator is attempting to resurrect the
very same failed arguments.
Even if one were to disagree with all of the foregoing, the October 16, 2017 report is of little
use in answering the question before the Board. For example:


The report eliminates all officers who were paid less than 2080 hours without regard
to the reason and without regard to the holiday premium pay they received. This
eliminated approximately 29% of the records examined.



The report eliminates all officers assigned to an 84-hour work-schedule even though,
according to the report, they represent 10% of the workforce. These officers also are
generally assigned to Patrol. The MOU provides “all officers assigned to Patrol shall
report to work on any holiday which falls on one of their regularly assigned work days
unless the officer has the day off through the holiday or vacation draw”.



The report eliminates officers who are off work on Workers Compensation even
though those officers are compensated for holidays as though they worked the
holiday.



The document does nothing to inform the Board regarding the number officers who
received holiday premium pay based on 8-, 10-, or 12-hour shifts.

Summary: The ROPOA, relying on MOU language and the previous actions of the Board,
has asserted that holiday premium pay for retirees should be based on a 10-hour shift rather
than an 8-hour shift.
In October 2012, the Board, in closed session, made certain decisions regarding the
calculation of holiday premium pay for retirees. Among them, it would appear the Board
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decided that holiday premium pay for patrolmen should be based on a 10-hour shift. The
November 2012 Agenda Report which was intended to comply with the Board’s October 2012
direction indicated:
Based on instructions from PFRS outside attorney, Holiday Pay for Patrolmen are based
on a value of 10 hours per day. All other ranks holiday pay is assumed to be based on 8
hours per day.
In November 2013, the Board based the holiday premium pay pension benefit for the last
active police member of the System on a 12-hour shift and has since paid pension benefits at
this level based on each holiday available to active members.
In February 2014, the appellate court observed that most actives were now working either 10or 12-hour shifts rather than the traditional 8-hour shift.
In August 2015, the Board received the only Agenda Report thus far that would help respond
to the ROPOA’s claims. But for the mistakes in this report, it represents the type of analysis
needed by the Board. Again, I strongly urge that staff be directed to provide the Board with a
corrected version of the August 2015 report.
I also urge the Board to reject the methodology and logic of the October 2017 Agenda Report.
The methodology used to prepare this report is irrelevant to a fluctuating system and reliance
upon it will be fraught with unintended consequences.
Before the Board receives the corrected report, I recommend that we engage in: a meaningful
dialogue regarding what the Board’s decision-making criteria should be; and, an exploration
of the possible unintended consequences that may arise from implementation of any such
criteria. I have found that developing decision-making criteria before attempting to decide the
main issue can be useful to the development of consensus. Particularly, when attempting to
determine whether something is “attached” or “not attached” to rank, where should the scales
tip in favor of one or the other? When deciding the City’s Holiday Pay Writ, the Superior Court
decided that “any variability” and any degree of “individual effort” meant the compensation did
not attach. In City of Oakland, the appellate court rejected this standard and included
language suggesting that criteria which, identifies the experience of “most officers” might be
acceptable. I don’t believe the Board has ever tackled this question head-on.
3. Is the Floating Holiday “compensation” and “compensation attached to the rank” for the
purposes of calculating pension benefits?
The ROPOA also has asserted that the Floating Holiday should be included as
“Compensation” and “Compensation Attached to the Average Rank Held” for the purposes of
calculating pension benefits.
2008: The benefit which currently is designated as a “Floating Holiday” first appeared as such
in the 2006-2010 MOU which was the result of the 2008 Arbitration award. A very similar
benefit appeared in earlier MOUs but it was not designated as a “Holiday”. Actives currently
receive 12 designated holidays and one (1) floating holiday.
2012: In October 2012 it appears the Board decided the Floating Holiday was compensation
attached to the average rank held and decided to include the benefit in pension calculations.
As previously indicated PFRS outside counsel reported:
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Retirement benefits to be calculated based on the annual receipt of holiday pay, in addition
to the 2080 hours of base pay, calculated at the 100% of base pay per holiday times 13
paid holidays, instead of 150% of base pay per holiday times 12 paid holidays;
This memorandum was drafted and distributed the day following the closed session and is
consistent with the minutes of that meeting which were approved by the Board the following
month. The reference to 13 paid holidays appears intentional rather than a mistake.
On November 14, 2012 the Board approved the minutes of the October 16, 2012 Board
meeting. These minutes reported the “Recommendations from Final Decision made during
Closed Session partially as follows:
Recommendations from Final Decision made during Closed Session – The regular
meeting reconvened at 4:44 pm. Chris Waddell from Olson Hagel & Fishburn LLC, PFRS
Outside Counsel, reported the following actions voted upon by the PFRS board during
closed session. Mr. Waddell said, in closed session:
1. The PFRS board voted to…
2. The PFRS board separately voted the prospective correction, in accordance with the
Judge’s order, begins effective December 2012 (impacting the benefits payment for
January 2013). The calculations are to be based on the following: employees to receive
100% of base pay times 13 paid holidays prorated over the 12-month period instead of
the current receipt of 150% of times 12 paid holidays. Also, this decision, effective with the
December 2012 period, eliminates Shift Pay for the PFRS police retirees. He said the
calculation should be performed by staff between now and the November 2012 PFRS
board meeting in consultation with outside counsel. This report will be brought back to the
board for approval and consideration before they are implemented...
There is no recorded attempt by anyone present at the November 14 meeting to question the
accuracy of or to correct the above described minutes.
On November 14, 2012, the following item appeared on the Board’s Agenda:
D.

Subject: Board Action regarding the matter of City of Oakland vs. Oakland Police
and Fire Retirement System, et al, (Superior Court of California for the County of
Alameda, Case #RG11-580626)
From:
Board

PFRS Legal Counsel (Olson Hagel & Fishburn, LLC) & Staff of the PFRS

Recommendation:
1. ACCEPT an informational report from staff regarding calculation of pension
payment adjustments should the Board take action to prospectively adjust pension
payments for police members and their dependents/beneficiaries as follows: (a) that
the annual receipt of retirement benefits based on holiday pay, in addition to benefits
based on 2080 hours of base pay, should be calculated at the rate of 100% of base
pay multiplied by the number of paid holidays (including any floating holidays)
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(emphasis added) for which active police are currently entitled to receive holiday
pay; and (2) the elimination of retirement benefits based on shift pay.
2. ACTION for PFRS Board approval on whether pension payments for police
members and their dependents/beneficiaries should be adjusted, effective
December 1, 2012 (i.e., for purposes benefits payments to be received in January
2013), to reflect annual receipt of retirement benefits based on holiday pay, in
addition to benefits based on 2080 hours of base pay, calculated at the rate of 100%
base pay multiplied by the number of paid holidays (including any floating holidays)
(emphasis added) for which active police are currently entitled to receive holiday
pay.
On November 14, 2012, the Board received the above referenced Agenda Report, which was
dated November 9, 2012. It indicated in part as follows:
Staff calculated PFRS Police Holiday Pay in accordance with the Board’s instructions
based on the current active Police Holiday MOU schedule. Holidays in the Police MOU
are based on a calendar year. Per the current schedule, active police officers were not
compensated for the following holidays in calendar year 2012 (1) January 1, 2012 – New
Years’ Day, (2) February 12, 2012 – Lincoln’s Birthday, (3) President’s Day and (4)
Floating Holiday. In addition, per Article VII Section H of the current Police MOU, active
police employees were not compensated for September 9, 2012 – Admission Day. The
attached calculation assumes that PFRS Retirees will be paid for 8 Holidays (13 Holidays
– 5 Holiday Concessions) over a 12 month period for CY 2012. This calculation is
presented on Table 1 (a). (Emphasis added)
The attached calculation also includes a calculation for CY 2013. Holiday Pay for CY 2013
will be based on 11 Holidays. Per the existing MOU, active police members will receive
11 Holiday in CY 2013. Active police will not be compensated for the Floating Holiday and
Admission day. This calculation is presented on Table 1 (b).
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In August 2015 the Board received an Agenda Report in which, among other things, the Plan
Administrator indicated “staff will continue to research the floating holidays items to determine
if it is attached to the rank and will bring it back at a future Board meeting. The 2015 report
makes no mention of the Board’s previous decision or the calculations completed by staff
pursuant to it.
In October 2017 the Plan Administrator provided the Board with the October 16, 2017 Agenda
Report in which concludes:
The Floating Holiday is not compensation attached to the rank for police retirees, because
it is compensatory time that is not payable in cash.
Although the October 2017 report addresses the OPOA and OPMA provisions related to the
Floating Holiday, it too makes no mention of the 2012 decision of the Board or any of the
public documents which flowed from it.
Summary: The question before the Board is whether the Floating Holiday is compensation
and compensation attached to the average rank held for the purposes of calculating PFRS
pension benefits.
First, it is clear from the record that the Board addressed this issue in October and November
2012. Unfortunately, the Board took this action in Closed Session so there is no clear record
of the motion adopted or the discussion surrounding it. Nonetheless, the minutes of the
October 16, 2012 Board Meeting and Outside Counsel’s October 17 memorandum are clear
that the Board decided that holiday pay would be based on 13 holidays rather than 12
holidays. The November 14, 2012 Agenda is clear that the calculations presented pursuant
to the Board’s direction included “any floating holidays”. And, the November 9, 2012 Agenda
Report was clear that the Floating Holiday was included in the concessions to be applied to
retirees.
The Floating Holiday obviously attaches to rank. Every sworn member of the Police
Department is credited with the Floating Holiday (8 hours of compensatory time off) in July of
each year by virtue of their employment with the City. The question, which appears to already
have been answered by the Board in 2012, but is raised again by the Plan Administrator here
is whether it is “compensation” and therefore “compensation attached to the average rank
held” for PFRS purposes.
The Plan Administrator concludes the Floating Holiday is not compensation attached to the
rank because it “is not payable in cash”. This assumption is incorrect. The language found
in Buck is helpful:
“According to the salary ordinance, the policeman or fireman who works on a “legal
holiday” which falls during his regular 40-hour work week “shall be credited with 8 hours
of work in computing said 40 hours during said one-week period.” The “credit” does not
amount to “pay” as such; in practice, however, almost every employee so “credited” is paid
his “credit’s” cash equivalent, on a per-hour basis and as a supplement to the monthly
salary paid him for the period of time involved. He is thereby paid, in cash and at
appropriate monthly intervals, “extra compensation” for having worked on a “legal holiday.”
In July of each year actives are “credited” with 8 hours. Just as in Buck, this “credit” does not
amount to “pay” as such, but when the Floating Holiday is taken, actives are paid “its cash
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equivalent” on a per-hour basis and as a supplement to base pay. It is “extra” compensation
in that it is paid for time not worked.
I recommend the Board, consistent with the decision it has already made in 2012, reaffirm
that the Floating Holiday is Compensation Attached to the Average Rank held for the purposes
of calculating pension benefits for each of the ranks that receive it and is therefore payable to
retirees at the straight time rate for eight (8) hours.
4. Should Captains and Deputy Chiefs receive pension benefits based on the pay practices
described in the Oakland Police Management Association (OPMA) MOU rather than the
OPOA MOU?
This issue was first raised by the City in its June 2011 Writ. However the City abandoned its
position. Therefore, neither the superior court nor the appellate court ever ruled on the issue.
Clearly, the Board and staff, including the deputy city attorney assigned to the Board, have been
aware of this issue for over six (6) years.
Now, the October 25, 2017 Agenda Report suggests that the Board look to the OPMA to decide
the issue of holiday premium pay for retired Captains and Deputy Chiefs in isolation with no
broader analysis of this MOU and with no consideration given as to how other “obsolete” ranks
have been treated in the past and are being treated today.
In the end, if the Board decides that PFRS retirees who held the rank of Captain and Deputy Chief
should be tied to the OPMA MOU, then the entire MOU should be examined to determine which
benefits attach to the rank.
Summary: The Board should take up the possible application of the OPMA MOU to retired PFRS
Captains and Deputy Chiefs as a separate matter. If it is decided that the OPMA MOU applies,
the question of “compensation attached to the average rank held” must be examined on a broader
scale. It certainly should not be used to decide a single issue in isolation.
Close
I wish to thank my fellow PFRS Board members for taking the time to read and consider the points
raised in this document. I know it’s long. I know it’s complicated. But, the issues before the
Board go to the core of our responsibilities.
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OAKLAND POLICE AND FIRE RETIREMENT BOARD Approved to Form

~

CITY OF OAKLAND, CALIFORNIA
RESOLUTION NO.

:-t->r fYltye u~fi.f_t[J.

7034

ON MOTION OF MEMBER _ _ _ _ _ _ _ _ SECONDED BY MEMBER _ _ _ _ _ _ _ __

RESOLUTION FIXING THE MONTHLY ALLOWANCE OF BARBARA J.
STEVENSON, SPOUSE OF NORMAN L. STEVENSON RETIRED
MEMBER OF THE POLICE AND FIRE RETIREMENT SYSTEM
WHEREAS, the retired member of the Police and Fire Retirement System, whose
name appears below (1), died on the date shown below (2); and
WHEREAS, the surviving spouse , whose name appears below (3), does not
claim that each of such deaths were by reason of an injury received in, or illness caused
by or arising out of the performance of duty; and
WHEREAS, there is now presented to this Board, the monthly allowance shown
below (7) and as calculated by the Actuary in accordance with Article XXVI of the Charter
of the City of Oakland; now, therefore, be it
RESOLVED: That the Police and Fire Retirement Board fixes, and it does hereby
fix, the amount in Column (7), as the monthly allowance to which said surviving spouse
is entitled, effective on the date shown in Column (4):

(2)

(1)
Name of Deceased
Member
Norman L. Stevenson
(P)

(3)

(4)

(5)

(6)

(7)
Monthly
Allowance

$3,947.52

Date of
Death

Name of Surviving
Spouse

Effective Date
of Allowance

Fonn of
Retirement

%of
Compensation
Attached to
Ava. Rank Held

09/28/2018

Barabara J. Stevenson

09/29/2018

Service

29.964%

s. . . .__2__0__1__s______

IN BOARD MEETING, CITY HALL, OAKLAND, CA ______N..._.O
......V......E=M.. . . . . ,B.....E__R__2__
PASSED BY THE FOLLOWING VOTE:
AYES:

KASAINE, GODFREY, MELIA, MUSZAR, SPEAKMAN, WILKINSON,
AND PRESIDENT JOHNSON

NOES:
ABSTAIN:
ABSENT:
ATTEST: _ _ _ _ _ _ _ _ __
PRESIDENT

ATTEST: _ _ _~-----SECRETARY

All persons wishing to address the
Board must complete a speaker's card,
stating their name and the agenda item
(including "Open Forum") they wish
to address. The Board may take action
on items not on the agenda only if
findings pursuant to the Sunshine
Ordinance and Brown Act are made
that the matter is urgent or an
emergency.
Oakland Police and Fire Retirement
Board meetings are held in wheelchair
accessible
facilities.
Contact
Retirement Systems, 150 Frank
Ogawa Plaza, Suite 3332 or call (510)
238-7295 for additional information.

RETIREMENT BOARD MEMBERS

Walter L. Johnson, Sr.
President
Jaime T. Godfrey
Vice President
Katano Kasaine
Member
Martin J. Melia
Member

Retirement Systems
150 Frank H. Ogawa Plaza
Oakland, California 94612

AGENDA

Robert J. Muszar
Member
John C. Speakman
Member
R. Steven Wilkinson
Member

CLOSED SESSION of the BOARD OF ADMINISTRATION
of the OAKLAND POLICE AND FIRE RETIREMENT SYSTEM (“PFRS”)

Wednesday, November 28, 2018–during regular meeting starting at 11:30 am
One Frank H. Ogawa Plaza, Hearing Room 1
Oakland, California 94612

- - - ORDER OF BUSINESS - - THE PFRS BOARD WILL MEET IN CLOSED SESSION
DURING ITS SCHEDULED BOARD MEETING
Please see the meeting agenda for open session items. The board will convene in open session prior to
the closed session. Speakers may address the items of business on the closed session agenda prior to
closed session. All speakers must fill out a speaker’s card and submit it to the Secretary to the Board. The
Board will reconvene in open session following the closed session to report any final decisions that the
board makes in closed session.

Pursuant to California Government Code Section 54956.9(a) and 54956.9(d)(1):
1. CONFERENCE WITH LEGAL COUNSEL – PENDING LITIGATION
Retired Oakland Police Officers Association v. Oakland Police and Fire Retirement System, et al.,
Alameda County Superior Court Action No. RG16838274
Pursuant to California Government Code Section 54956.9(c) and 54956.9(d)(4):
2. CONFERENCE WITH LEGAL COUNSEL – ANTICIPATED LITIGATION
One (1) item of anticipated litigation.
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