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Staff Report

Date: June 28, 2016

To: City Council

From: Valerie J. Barone, City Manager
Prepared by: Jovan Grogan, Deputy City Manager

Jovan.Grogan@cityofconcord.org
(925) 671-3150

Subject: Considering adopting Resolution No. 16-57 providing fixed
and vested City contribution amounts for Retiree Health Care
Benefits for Current Teamsters and Unrepresented Retirees

Report in Brief

The City of Concord is obtaining significant cost containment of its retiree medical
health program for its Teamster and Unrepresented retirees and active employees
through actions the Council is taking at the June 28t Council meeting (see agenda
items 10.m and 10.n).

As part of moving these changes forward, City staff has been in contact with impacted
Teamster and Unrepresented retirees, some of whom have asked that the City “vest”
the benefit once it is reformed so there is surety for them into the future. The attached
Resolution No. 16-57 sets and vests the City’s maximum contribution for current
Teamster and Unrepresented retirees at a flat and fixed dollar amount per month,
depending upon the level and type of coverage. This action only applies to Teamster
and Unrepresented retirees, who retired directly from the City prior to June 28, 2016
and are otherwise eligible for Concord’s retiree medical benefits. Adopting this
resolution will provide stability and predictability for these retirees in regards to the City’s
contribution towards the benefit.

Recommended Action

Adopt Resolution No. 16-57 providing vesting of City contribution amounts for current
retiree health care benefits for Teamster and Unrepresented Retirees, who retired
directly from the City prior to June 28, 2016.
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City Council Agenda Report

Vestment of City contribution amounts for Retiree Health Care Benefits for Current
Teamsters and Unrepresented Retirees

June 28, 2016

Background

For the past year, the City has been engaged in collective bargaining with all of its
employee organizations over terms and conditions of employment. The City’s primary
goals in negotiations in regards to retiree health benefits has been to reform the benefits
to levels that: 1) are affordable and sustainable over the long-term; 2) align with reform
trends in the public sector labor market; 3) control growing unfunded retiree health
benefit liabilities; and 4) allow the City to make strategic investments in vital community
services, infrastructure, and employee wages.

Running parallel to these negotiations, City staff has met with current retirees who have
requested that should the Council reform the benefit that it concurrently vest the benefit
for them. Upon retirement, retirees are not represented by the employee organization
that formerly represented them as employees. Currently, the City’s retiree health plan
benefit premium contributions are not vested and are modified annually. Resolution No.
16-57 fixes and vests for Local One/Teamster and Unrepresented retirees the maximum
City contribution at a fixed, flat dollar amount depending on level and type of coverage.
This contribution amount cannot be decreased in the future unless the retiree changes
coverage levels (e.g. become Medicare eligible or changes dependent coverage level)
and provides stability and predictability for current and future retirees. This will
significantly reduce the City’s costs on a going-forward basis.

Per Resolution No. 16-57, only the City contribution toward retiree health benefit plan
premiums would be vested as a fixed, flat dollar amount for current retirees who retired
directly from the City prior to June 28, 2016, form Local One/Teamsters or an
Unrepresented classification and are otherwise eligible for Concord’s retiree medical
benefits. The fixed dollar maximums are as follows:

Plan Type — Basic Plan (Pre-Medicare)

Level of Coverage Fixed Dollar Annualized Value
Monthly City
Contribution
Single Party Only $671.82 $8,061.84
Two-Party $1,343.65 $16,123.80
Family $1,746.74 $20,960.88

Plan Type — Supplemental Medicare Plan Type (Retiree and dependent(s) are all
Medicare eligible)

Level of Coverage Fixed Dollar Annualized Value
Monthly City
Contribution
Single Party Only $287.52 $3,450.24
Two-Party $575.05 $6,900.48
Family $862.56 $10,350.72
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City Council Agenda Report

Vestment of City contribution amounts for Retiree Health Care Benefits for Current
Teamsters and Unrepresented Retirees

June 28, 2016

Plan Type — Combination Plan Type 1 Option (Retiree is Medicare eligible but
dependent(s) are not Medicare eligible)

Level of Coverage Fixed Dollar Annualized Value
Monthly City
Contribution
Medicare Retiree + Basic $937.30 $11,247.60
Dependent
Medicare Retiree + 2 or more $1,321.01 $15,852.12
Basic Dependents
Medicare Retiree + 1 $974.16 $11,689.92
Medicare Dependent + 1 or
more Basic Dependent(s)

Plan Type — Combination Plan Type Option 2 (Retiree is not Medicare eligible, but
one or more dependent(s) are Medicare eligible)

Level of Coverage Fixed Dollar Annualized Value
Monthly City
Contribution
Basic Retiree + 1 Medicare $937.30 $11,247.60
Dependent
Basic Retiree + 2 or more $1,235.10 $14,821.20
Medicare Dependents
Basic Retiree + 1 Basic $1,321.01 $15,852.12
Dependent + 1 or more
Medicare Dependent(s)

The contribution of retirees towards their retiree health premium will vary based on
future changes to the health benefit plan premiums and the plan type selected.
Additionally, actual premium amounts may be less than the fixed contribution amounts
listed in the table above. In the event that a retiree’s health benefit plan premium is less
than the maximum amount listed in the table above, the City’s contribution will be the
actual premium amount. In all cases, the City’s contribution will be the lesser of either
the actual premium or the monthly contribution amount set forth above.

The only component of retiree health care that is vested for Teamster and
Unrepresented retirees by Resolution No. 16-57 is the City’s monthly contribution which
shall be set at the fixed, flat dollar amount as set forth in the table. The method by which
the City provides its contribution (e.g., proportion of the direct and indirect contribution),
the availability and selection of health plans, plan designs, plan provider, or other
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Vestment of City contribution amounts for Retiree Health Care Benefits for Current
Teamsters and Unrepresented Retirees

June 28, 2016

components of health benefits plans are not vested and are subject to change and
modification.

Analysis

The actuarial analysis provided by Bartel Associates during a meeting of the City
Council on June 7, 2016, shows savings for the City in future costs if the maximum
retiree health benefit plan contribution amount is applied to all City employees and
retirees. Bartel Associates analyzed the actuarial impact of the changes by employee
group, including both current and retired Teamsters and Unrepresented members.

Under the reformed retiree medical benefits plan, the impact on the City’s Actuarial
Accrued Liability' (AAL) as of June 30, 2015 for both current employees and retirees is
as follows:

Actuarial Accrued Liability, June 30, 2015, Current Employees & Retirees

Current Reformed

Group Plan Benefit

Savings

International Brotherhood of Teamsters | $25,237,000 | $19,912,000| $5,325,000
Local Union No. 856 Employees &

Retirees
Unrepresented Employees & Retirees | $11,188,000 $8,912,000 | $2,276,000
Total $36,425,000 | $28,824,000 | $7,601,000

The 2016/2017 Annual Required Contribution? (ARC), which includes the Normal Cost3
and the Amortization of Unfunded Actuarial Accrued Liability* (UAAL) in thousands of
dollars and as a percentage of payroll is as follows (in thousands of dollars):

" Actuarial Accrued Liability is the liability for benefits earned or allocated to past service using actuarial
assumptions.

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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Vestment of City contribution amounts for Retiree Health Care Benefits for Current

Teamsters and Unrepresented Retirees

June 28, 2016

2016/2017 Annual Required Contribution

Group Current Reformed Savings
Plan Benefit

International Brotherhood of Teamsters | $1,688,000 $1,061,000 $627,000

Local Union No. 856 Employees & 20.5% 12.9% 7.6%

Retirees

Unrepresented Employees & Retirees $1,012,000 $626,000 $386,000
13.7% 8.5% 5.2%

Total $2,700,000 $1,687,000 | $1,013,000

For more detailed information, please see Attachments 2 and 3.

Financial Impact

As demonstrated above, the City’s changes, if applied to all current employees and
retirees, will result in significant savings. The fiscal impact of the changes are explained
in greater detail in the attached actuarial statements.

Public Contact
The City Council Agenda was posted.

Attachments
1. Resolution No. 16-57
2. Costing information for Teamster employees and retirees.
3. Costing information for Unpresented employees and retirees.
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Attachment 1

BEFORE THE CITY COUNCIL OF THE CITY OF CONCORD
COUNTY OF CONTRA COSTA, STATE OF CALIFORNIA

A Resolution Providing Fixed and Vested City
Contribution Amounts for Retiree Health Care
Benefits for Teamster and Unrepresented Retirees

Resolution No. 16-57
/

WHEREAS, the City recently reached agreement with the International Brotherhood of
Teamsters Local Union 856 over the terms and conditions of employment; and

WHEREAS, the City Council recently adopted Resolution Nos. 16-4735.4, 16-4735.5 and 16-
4735.6 outlining salary and benefit changes for unrepresented employees; and

WHEREAS, the City’s contribution towards health benefit plan premiums for active City
employees and current retirees fluctuates based on collective bargaining, health benefit plan premium
increases and other factors and impact the City’s other post-employment benefit costs; and

WHEREAS, the City Council wishes to set the City’s contribution towards health benefit plan
premiums for current Teamster and Unrepresented retirees at a fixed, flat dollar maximum to provide
predictability and stability for retirees and to reduce the City’s other post-employment benefit
liability; and

WHEREAS, the City’s current contribution amount is not vested, and the City Council wishes
to vest the fixed, flat dollar maximum for current Teamster and Unrepresented retirees.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF CONCORD DOES
RESOLVE AS FOLLOWS:

Section 1. The City Council hereby finds and determines that the foregoing recitals are true

and correct.
Section 2.
a. Current Retirees. Effective June 28, 2016, current Teamster or Unrepresented retirees

who retired directly from the City prior to June 28, 2016, and are otherwise eligible for Concord’s
retiree medical benefits, shall vest in a maximum City contribution towards health benefit plan

premiums by plan type and coverage level as set forth below. This vested City contribution amount
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shall also apply to current City of Concord Teamster and Unrepresented retirees who are currently

eligible for Concord’s retiree medical benefits and re-instate from retirement to work full-time for the

City of Concord.

Plan Type — Basic Plan (Pre-Medicare)

Level of Coverage Fixed Dollar Monthly Annualized Value
City Contribution

Single Party Only $671.82 $8,061.84

Two-Party $1,343.65 $16,123.80

Family $1,746.74 $20,960.88

Plan Type — Supplemental Medicare Plan Type (Retiree and dependent(s) are all Medicare

eligible)

Level of Coverage Fixed Dollar Monthly Annualized Value
City Contribution

Single Party Only $287.52 $3,450.24

Two-Party $575.05 $6,900.48

Family $862.56 $10,350.72

Plan Type — Combination Plan Type 1 Option (Retiree is Medicare eligible but dependent(s)

are not Medicare eligible)

Level of Coverage Fixed Dollar Monthly Annualized Value
City Contribution

Medicare Retiree + Basic Dependent $937.30 $11,247.60

Medicare Retiree + 2 or more Basic $1,321.01 $15,852.12

Dependents

Medicare Retiree + 1 Medicare $974.16 $11,689.92

Dependent + 1 or more Basic
Dependent(s)

Plan Type — Combination Plan Type Option 2 (Retiree is not Medicare eligible, but one or

more dependent(s) are Medicare eligible)

Level of Coverage Fixed Dollar Monthly Annualized Value
City Contribution

Basic Retiree + 1 Medicare Dependent $937.30 $11,247.60
Basic Retiree + 2 or more Medicare $1,235.10 $14,821.20
Dependents

Basic Retiree + 1 Basic Dependent + 1 $1,321.01 $15,852.12
or more Medicare Dependent(s)

b. Current retiree contributions will vary based on future changes to the health premiums,

plans selected and level of coverage. Actual premiums may be less than the set dollar amounts above.

The City’s contribution will be the lesser of either the actual premium or the maximum fixed, flat

Res. Nol16-57
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dollar amount set forth in the above table. The method by which the City provides its contribution,
e.g., proportion of the direct and indirect contribution, the availability and selection of health plans,
plan designs or other components of health benefit plans are not vested and remain subject to change
and modification. Additionally, the vehicle by which retiree health care is provided, including but not
limited to using an alternate health care provider, are similarly not vested and remain subject to
change and modification by the City. The City Manager, or her designee, is hereby authorized to take
appropriate actions to implement this resolution.

Section 3. This resolution shall become effective within 90 calendar days upon CalPERS
implementation of the associated PEMHCA resolution that is before Council for consideration on

June 28, 2016.

PASSED AND ADOPTED by the City Council of the City of Concord on June 28, 2016, by
the following vote:
AYES: Councilmembers -
NOES: Councilmembers -
ABSTAIN: Councilmembers -
ABSENT:  Councilmembers —

I HEREBY CERTIFY that the foregoing Resolution No. 16-57 was duly and regularly

adopted at a regular meeting of the City Council of the City of Concord on June 28, 2016.

Joelle Fockler, MMC
City Clerk

APPROVED AS TO FORM:

Susanne Meyer Brown
City Attorney
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Attachment 2

CITY OF CONCORD
JUNE 30,2015 GASB 45 ACTUARIAL VALUATION

City Proposal — Teamsters Results
(Amounts in thousands)

B City Proposal:

Benefit for current and future retirees with no scheduled increases:
O Non Medicare eligible current and future retirees: 90% of 2016 Kaiser premium

O Medicare eligible current and future retirees: 89%-97% of 2016 Kaiser Medicare premium (current
benefit)

Active employees hired before 6/14/16 have the following vesting schedule based on City service:
O 0-4 years: PEMHCA minimum

O 5+ years: Single, 2-party, or family benefit based on actual coverage level

O No vesting schedule for disability retirees

New employees as of 6/14/16:

O PEMHCA minimum if eligible under PEMHCA

Assumptions for alternative benefit study are the same as assumptions used in the 6/30/15 valuation,
except the participation at retirement assumption was changed to 60% for new hires with the PEMHCA

minimum benefit.

Current City
June 30, 2015 OPEB Valuation Plan Proposal Savings

B Present Value of Benefit 6/30/15 $ 28,989 $ 22,404 $6,585
B Actuarial Accrued Liability 6/30/15

e Actives 8,387 5,889 2,498

e Retirees 16,850 14,023 2.827

e Total 25937 19.912 5.325
B Actuarial Value of Assets 6/30/15 (7.589) (7.589) -
B Unfunded AAL 6/30/15 17,648 12,323 5,325
B AAL Projected to 6/30/16 25,850 19,912 5,938
B Actuarial Value of Assets 6/30/16 (8.872) (8.872) -
B Unfunded AAL 6/30/16 16,978 11,040 5,938
W 2016/17 ARC - $

e Normal Cost 551 368 183

e Amortization of Unfunded AAL 1.137 _ 693 444

e Total 1,688 1,061 627
B Projected Payroll 8,232 8,232 -
B 2016/17 ARC - % of Payroll

e Normal Cost 6.7% 4.5% 2.2%

e Amortization of Unfunded AAL 13.8% 8.4% 5.4%

e Total 20.5% 12.9% 7.6%

OMay 31,2016 Concor
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CITY OF CONCORD
JUNE 30,2015 GASB 45 ACTUARIAL VALUATION

City Proposal — Teamsters Results
(Amounts in thousands)

20-Year Annual Required Contribution (ARC) Comparison

ARC - % of Payroll ARC -3

Fiscal Current City Current City

Year Payroll Plan Proposal Savings Plan Proposal Savings
2016/17 $8,232 20.5% 12.9% 7.6% $ 1,688 $ 1,061 $627
2017/18 8,500 20.5% 12.7% 7.8% 1,743 1,081 662
2018/19 8,776 20.5% 12.5% 8.0% 1,800 1,103 697
201920 9,061 20.5% 12.4% 8.1% 1,859 1,125 734
2020/21 9,356 20.5% 12.2% 8.3% 1,919 1,148 771
2021/22 9,660 20.5% 12.1% 8.4% 1,981 1,170 811
2022/23 9,974 20.5% 11.9% 8.6% 2,046 1,194 852
2023/24 10,298 20.5% 11.8% 8.7% 2112 1,218 894
2024/25 10,633 20.5% 11.7% 8.8% 2,181 1,243 938
2025/26 10,978 20.5% 11.5% 9.0% 2252 1,269 983
2026/27 11386 20.5% 11.4% 9.1% 2,925 1,296 1,029
2027/28 11,703 20.5% 11.3% 9.2% 2,400 1,324 1,076
2028/29 12,084 20.5% 11.2% 9.3% 2,478 1,353 1,125
2029/30 12,476 20.5% 11.1% 9.4% 2,559 1,384 1,175
2030731 12,882 20.5% 11.0% 9.5% 2,642 1,416 1,226
2031/32 13,301 17.9% 10.9% 7.0% 2,381 1,450 931
2032/33 13,733 17.9% 10.8% 7.1% 2,459 1,485 974
2033/34 14,179 17.9% 10.7% 7.2% 2,539 1,522 1,017
2034/35 14,640 17.9% 10.6% 7.3% 2,621 1,562 1,059
2035/36 15,116 17.9% 10.6% 7.3% 2,707 1,603 1,104

Actuarial Certification

As a member of the American Academy of Actuaries meeting the Academy Qualification Standards, I certify the
calculations are complete and accurate and in my opinion present the information necessary to comply with §7507 of
the California Government Code.

Respectfully submitted,

A

John E. Bartel, ASA, MAAA, FCA
President
Bartel Associates, LLC

o) ,
~"1/ May 31, 2016 Concorc
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Attachment 3

CI1TY OF CONCORD
JUNE 30,2015 GASB 45 ACTUARIAL VALUATION

City Proposal — Unrepresented Results
(Amounts in thousands)

B City Proposal:

Benefit for current and future retirees with no scheduled increases:
O Non Medicare eligible current and future retirees: 90% of 2016 Kaiser premium

O Medicare eligible current and future retirees: 89%-97% of 2016 Kaiser Medicare premium (current
benefit)

Active employees hired before 6/14/16 have the following vesting schedule based on City service:
O 0-4 years: PEMHCA minimum

O 5+ years: Single, 2-party, or family benefit based on actual coverage level

O No vesting schedule for disability retirees

New employees as of 6/14/16:

O PEMHCA minimum if eligible under PEMHCA

Assumptions for alternative benefit study are the same as assumptions used in the 6/30/15 valuation,
except the participation at retirement assumption was changed to 60% for new hires with the PEMHCA
minimum benefit.

Current City
June 30, 2015 OPEB Valuation Plan Proposal Savings

B Present Value of Benefit 6/30/15 $ 14,169 $ 10,800 $3,369
B Actuarial Accrued Liability 6/30/15

e Actives 2,876 2,084 792

e Retirees 8312 6,828 1,484

e Total 11,188 8,912 2,276
B Actuarial Value of Assets 6/30/15 (3.364) (3.364) -
B Unfunded AAL 6/30/15 7,824 5,548 2,276
B AAL Projected to 6/30/16 11,601 9,004 2597
B Actuarial Value of Assets 6/30/16 (3.981) (3.981) -
B Unfunded AAL 6/30/16 7,620 5,023 2,597
B 2016/17 ARC -$

e Normal Cost 502 311 191

o Amortization of Unfunded AAL _ 510 315 195

e Total 1,012 626 386
B Projected Payroll 7,373 7,373 -
B 2016/17 ARC - % of Payroll

e Normal Cost 6.8% 4.2% 2.6%

e Amortization of Unfunded AAL 6.9% 4.3% 2.6%

e Total 13.7% 8.5% 52%

)
@May 31,2016

oncord
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CITY OF CONCORD
JUNE 30,2015 GASB 45 ACTUARIAL VALUATION

City Proposeil — Unrepresented Results
(Amounts in thousands)

20-Year Annual Required Contribution (ARC) Comparison

ARC - % of Payroll ARC - §

Fiscal Current City Current City

Year Payroll Plan Proposal  Savings Plan Proposal Savings
2016/17 $7,373 13.7% 8.5% 5.2% $1,012 $ 626 $ 386
2017/18 7,611 13.7% 8.3% 54% 1,045 633 412
2018/19 7,859 13.7% 8.2% 5.5% 1,079 640 439
2019720 8,114 13.7% 8.0% 5.7% 1,114 646 468
2020721 8,378 13.7% 7.8% 5.9% 1,150 653 497
2021/22 8,650 13.7% 7.6% 6.1% 1,187 660 527
2022/23 8,931 13.7% 7.5% 6.2% 1,226 667 559
2023/24 9222 13.7% 7.3% 6.4% 1,266 675 591
2024/25 9,521 13.7% 7.2% 6.5% 1,307 682 625
2025/26 9,831 13.7% 7.1% 6.6% 1,349 691 658
2026/27 10,150 13.7% 6.9% 6.8% 1,393 702 691
2027/28 10,480 13.7% 6.8% 6.9% 1,439 714 725
2028/29 10,821 13.7% 6.8% 6.9% 1,485 728 757
2029/30 11,172 13.7% 6.7% 7.0% 1,534 743 791
2030/31 11,536 13.7% 6.6% 7.1% 1,583 259 824
2031/32 11,910 12.4% 6.5% 5.9% 1,479 777 702
2032/33 12,298 12.4% 6.5% 5.9% 1,527 796 31
2033/34 12,697 12.4% 6.4% 6.0% 1,577 816 761
2034/35 13,110 12.4% 6.4% 6.0% 1,628 837 791
2035/36 13,536 12.4% 6.4% 6.0% 1,681 860 821

Actuarial Certification

As a member of the American Academy of Actuaries meeting the Academy Qualification Standards, I certify the
calculations are complete and accurate and in my opinion present the information necessary to comply with §7507 of
the California Government Code.

Respectfully submitted,
i A v 3= ’\\.
John E. Bartel, ASA, MAAA, FCA

President
Bartel Associates, LLC

OMay 31,2016 Co
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