
Staff Report

Date: June 7, 2016

To: City Council

From: Valerie J. Barone, City Manager

Prepared by: Karan Reid, Finance Director
Karan.Reid@cityofconcord.org
(925) 671-3192

Subject: Receive Report on Actuarial Analysis of the City Proposed 
Other Post-Employment Benefits (OPEB)

Report in Brief
Council is taking no action tonight. It is receiving a report on the fiscal impact of 
proposed changes to Other Post-Employment Benefits (OPEB), related to retiree 
medical benefits, as required by State Law.  

For the past year, the City has been engaged in collective bargaining with all of its 
employee organizations over terms and conditions of employment. One of the City’s 
primary goals in negotiations has been to reasonably reform retiree health care benefits 
to levels that: 1) help achieve long-term fiscal stability for the City; 2) are affordable and 
sustainable; 3) align with reform trends in the public sector labor market; 4) control 
growing unfunded OPEB liabilities; and 5) allow the City to make strategic investments 
in vital community services, infrastructure, and employee wages. The City’s proposed 
reform helps to achieve these objectives while ensuring current active employees and 
retirees are treated fairly.   

The City has reached a tentative agreement on a four-year Memorandum of 
Understanding (MOU) with the Teamsters. The tentative agreement includes a 
proposed change to the health care premium contributions received by current and 
future City employees when they retire. The Teamsters negotiating team have endorsed 
the negotiated MOU and the membership is currently voting on it.  If approved by the 
Teamster membership the agreement will be brought forward for City Council 
consideration on June 28, 2016. 
Currently, health care benefits are provided to all City employees and retirees through 
CalPERS and are governed by the Public Employee Medical and Hospital Care Act 
(PEMHCA).
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In compliance with Government Code section 7507, the City’s outside actuary, John 
Bartel of Bartel Associates, LLC, prepared an analysis of the impacts of the City’s 
proposed modifications as applied to all City employees and retirees. Council is not 
being asked to take any actions, other than receive the report at the meeting of June 
7th. John Bartel will be at the Council’s June 7th meeting to present the information in 
this report and the attachments.

Background
Government Code section 7507 requires a public agency, when considering changes to 
retirement benefits or other postemployment benefits, to “secure the services of an 
actuary to provide a statement of the actuarial impact on future costs, including normal 
cost and any additional accrued liability, before authorizing changes in public retirement 
plan benefits or other postemployment benefits.” (Cal. Gov. Code § 7507(b)(1).) 
Additionally, Section 7507 requires the actuary that produces the report to be present at 
a public meeting and respond to questions. The City’s outside actuary, Bartel 
Associates, LLC, has analyzed the City’s proposed changes and has provided 
statements on the impacts of these proposed modifications. The actuarial statements 
are attached to this report. 

One of the City’s primary goals in negotiations has been to reasonably reform retiree 
health care benefits to levels that: 1) help achieve long-term fiscal stability for the City; 
2) are affordable and sustainable; 3) align with reform trends in the public sector labor 
market; 4) control growing unfunded OPEB liabilities; and 5) allow the City to make 
strategic investments in vital community services, infrastructure, and employee wages. 
The City’s proposed reform helps to achieve these objectives while ensuring current 
active employees and retirees are treated fairly. 

The City is currently engaged in good faith, collective bargaining with the following 
employee organizations over changes to terms and conditions of employment: 1) 
International Brotherhood of Teamsters Local Union No. 856; 2) Office and Professional 
Employees International Union Local 29; 3) Concord Police Association and 4) Concord 
Police Management Association. The City’s proposed change to the City’s contribution 
toward retiree health care premiums has been presented to all of the employee 
organizations; it has also been presented to all of the City’s unrepresented employees. 
By operation of PEMHCA, proposed changes to active employee health care premiums 
similarly modify premiums for retirees.

The City has reached a tentative agreement with the Teamsters that incorporates these 
changes; if endorsed by the Teamsters membership, the agreement will be brought 
forward for City Council consideration on June 28, 2016. The City is still engaged in 
negotiations or fact-finding with all of the other employee organizations.  
The table below shows a summary comparison of the current retiree medical program 
and the proposed changes under the City’s tentative agreement with the Teamsters:
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Current Retiree Medical 
Benefit

City’s Proposed Retiree 
Medical Benefit

Current Retirees (Pre-
Medicare Eligible)

85.7% of 2016 Kaiser Bay 
Area premiums for each 
coverage level with future 
premium increases shared 
50/50.

Sets the City’s maximum 
contribution at 90% of 
2016 Kaiser Bay Area 
premiums for each 
coverage level. 

Current Active Employees 
(Pre-Medicare Eligible)

85.7% of 2016 Kaiser Bay 
Area premiums for each 
coverage level with future 
premium increases shared 
50/50.

Sets the City’s maximum 
contribution at 90% of 
2016 Kaiser Bay Area 
premiums for each 
coverage level.  

New Hires 85.7% of 2016 Kaiser Bay 
Area premiums for each 
coverage level with future 
premium increases shared 
50/50.

PEMHCA minimum 
($125/month in 2016)

Note:  The City provides secondary insurance for retired employees once they or their 
dependents achieve Medicare eligibility; the City currently pays between 89% and 97% of 2016 
Kaiser Bay Area premiums (depending upon coverage level), and these amounts will be set.
  
As discussed above, the City proposed the same changes in contributions towards 
retiree health care premiums to all other employee organizations and has presented the 
same program to its unrepresented employees. A general summary of the proposed 
changes is as follows: 

• For current employees hired on or before a date to be specified in the 
appropriate Memorandum of Understanding or City Council Resolution, with five 
(5) or more years of service with the City, who retire directly from City service, 
and meet the eligibility criteria under CalPERS and PEMHCA, the City shall 
reimburse retiree up to the amounts determined by level of coverage and plan 
type. 

• For current employees, regardless of hire date, who meet the eligibility criteria 
under CalPERS and PEMHCA and retire directly from City service with less than 
five (5) years of service with the City, the City shall contribute the minimum 
contribution determined annually by CalPERS. 

• For employees hired on or after a date to be specified in the appropriate 
Memorandum of Understanding or City Council Resolution, who subsequently 
retire directly from City service regardless of years of service and meet the 
eligibility criteria under CalPERS and PEMHCA, the City shall the minimum 
contribution determined annually by CalPERS.
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• The City’s proposed change sets the City’s contribution towards retiree health 
care premiums and schedules no increases.

Government Code section 7507 requires the City to hire an actuary to, among other 
things, provide a statement of the actuarial impact on future costs, and have the actuary 
present at a public meeting and respond to questions. This requirement must be 
satisfied before the City can authorize any subsequent actions, including adopting the 
tentative agreement reached with the Teamsters. 

Analysis
The actuarial analysis provided by Bartel Associates shows savings for the City in future 
costs. As demonstrated in the table below, Bartel Associates analyzed the actuarial 
impact by employee group. The costs and impacts for non-safety, miscellaneous 
employees are specified by employee organization and unrepresented employees. The 
costs and impacts for safety employees (Police Association and Police Management 
Association) were analyzed as one group. 

Under the City’s current proposal, the impact on the City’s Actuarial Accrued Liability1 
(AAL) as of June 30, 2015 for both current employees and retirees is as follows:

Group Current
Plan

City’s 
Proposed 
Changes

Savings

International Brotherhood of Teamsters 
Local Union No. 856

$25,237,000 $19,912,000 $5,325,000

Office and Professional Employees 
International Union Local 29

$2,900.000 $2,441,000 $659,000

Concord Police Association and 
Concord Police Management 
Association

$34,142,000 $26,501,000 $7,641,000

Unrepresented Employees $11,188,000 $8,912,000 $2,276,000
Total $73,467,000 $57,766,000 $15,901,000

1 Actuarial Accrued Liability is the liability for benefits earned or allocated to past service using actuarial 
assumptions.
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The 2016/2017 Annual Required Contribution2 (ARC), which includes the Normal Cost3 
and the Amortization of Unfunded Actuarial Accrued Liability4 (UAAL) in thousands of 
dollars and as a percentage of payroll is as follows (in thousands of dollars):

Group Current
Plan

City’s 
Proposed 
Changes

Savings

International Brotherhood of Teamsters 
Local Union No. 856

$1,688,000
20.5%

$1,061,000
12.9%

$627,000
7.6%

Office and Professional Employees 
International Union Local 29

$220,000
13.9%

$134,000
8.5%

$86,000
5.4%

Concord Police Association and 
Concord Police Management 
Association

$2,720,000
14.8%

$1,638,000
8.9%

$1,082,000
5.9%

Unrepresented Employees $1,012,000
13.7%

$626,000
8.5%

$386,000
5.2%

Total $5,640 $3,459 $2,181

For more detailed information, please see the attached actuarial statements.

Financial Impact
As demonstrated above, the City’s proposed changes will result in significant savings. 
The fiscal impact of the proposed changes is explained in greater detail in the attached 
actuarial statements.  
 
Public Contact
The City Council Agenda was posted.

Attachments
1. Actuarial Statements

2 Annual Required Contribution is an annual contribution amount actuarially determined for the City as 
the sum of the Normal Cost plus a level percent of pay amortization of the Unfunded Actuarial Accrued 
Liability.
3 Normal Cost is the value of benefits earned or allocated to the current year using actuarial 
assumptions.
4 The Unfunded Actuarial Accrued Liability is the difference between plan assets and the Actuarial 
Accrued Liability. It is amortized over a fixed period and added to the Normal Cost to determine the 
Annual Required Contribution. 
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