
Page 1 of 5

City of Redwood City 1017 Middlefield Road, Redwood City, CA. 94063 Tel: 650-780-7000 www.redwoodcity.org

STAFF REPORT
To the Honorable Mayor and City Council

From the City Manager 

DATE:  April 25, 2022

SUBJECT 

Actuarial Report regarding impact of proposed changes to terms and conditions of employment for 
bargaining unit represented by San Mateo County Fire Fighters, International Association of Fire Fighters 
Local 2400

RECOMMENDATION

By motion, receive and review the findings in the actuarial report reflecting proposed changes to retiree 
health benefits for employees represented by the San Mateo County Fire Fighters, International 
Association of Fire Fighters Local 2400.

STRATEGIC PLAN GUIDING PRINCIPLE

Excellence in Government Operations

BACKGROUND 

The City of Redwood City provides health benefits in retirement to represented employees who meet 
certain requirements. 

Retiree health benefits are commonly called Other Post-Employment Benefits (OPEB), and the City 
routinely conducts actuarial studies to determine annual contributions the City must make to fund this 
long-term benefit, and to assesses the gap between total funding required for the benefit and funds 
currently set aside.

California Government Code Section 7507 requires the City to secure the services of an actuary to provide 
a statement of the actuarial impact upon future annual costs, including normal costs and any additional 
accrued liability, before authorizing changes in public retirement plan benefits or other postemployment 
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benefits. Additionally, at least two weeks before changes are considered for adoption, the City is required 
to make public at a public meeting the actuary’s determinations. 

Employees represented by the San Mateo County Fire Fighters, International Association of Fire Fighters 
Local 2400 (Association) are currently entitled to retiree health benefits for service retirements and 
industrial disability retirements. 

Under a service retirement, an employee with a minimum of ten years of City service who retires within 
one hundred twenty days of separation from City employment is entitled to retiree health benefits as 
follows: 

1) Tier 1: Employees hired by the City before January 1, 2019, upon retirement from the City, are 
entitled to a City contribution in the amount of the premium for single party coverage, not to 
exceed the amount of the CalPERS Bay Area Kaiser premium for family coverage for retirees; 

2) Tier 2: Employees hired by the City on or after January 1, 2019, upon retirement from the City, 
are entitled to a City contribution in an amount not to exceed 90% of the CalPERS Bay Area Kaiser 
Premium for single party coverage for retirees. Upon reaching the age of Medicare eligibility, the 
City’s contribution is reduced to the cost of single party coverage in the Kaiser Permanente Senior 
Advantage Plan. 

These payments exceed the minimum employer contribution required under the Public Employees' 
Medical & Hospital Care Act (PEMHCA).

An Industrial Disability Retirement (IDR) is available to public safety employees who sustain a work illness 
or injury which renders the employee substantially incapacitated from performing the usual duties of their 
position. Currently, employees represented by the Association who retire on an Industrial Disability 
Retirement are entitled to lifetime medical benefits up to family coverage, if the retiree is not eligible for 
similar benefits through a spouse’s health plan. These payments also exceed the minimum employer 
contribution required under PEMHCA.

The City is in the process of negotiating new agreements regarding public employee compensation. This 
includes discussion of the structure of retiree health benefits and the City’s retiree health obligations. The 
City currently has an unfunded liability of $49.5 million related to retiree health benefits as currently 
structured.

ANALYSIS

The City and Association have met and conferred over a successor Memorandum of Understanding 
(MOU). The City anticipates seeking City Council approval for the successor MOU in May. In the 
negotiations process, the parties have tentatively agreed to the following changes to retiree health 
benefits for employees who retire via an Industrial Disability Retirement:
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1) Effective May 9, 2022, all employees in the bargaining unit, regardless of date of hire, will 
contribute a cost share in the amount of 1.07% salary toward the current IDR retiree health 
benefit; 

2) Employees hired before May 9, 2022 who retire from City via an Industrial Disability Retirement, 
will be entitled to the current retiree health benefit, which consists of lifetime medical benefits 
up to family coverage, if the retiree is not eligible for similar benefits through a spouse’s health 
plan.

3) Employees hired on or after May 9, 2022 who retire from the City via an Industrial Disability 
Retirement, will be entitled to receive retiree health medical benefits up to family coverage, if the 
retiree is not eligible for similar benefits through a spouse’s health plan, for the first four years 
following the Industrial Disability Retirement, and will subsequently revert to Tier 2 service 
retirement retiree health benefits, which consists of a City contribution in an amount not to 
exceed 90% of the CalPERS Bay Area Kaiser Premium for single party coverage for retirees. Upon 
reaching the age of Medicare eligibility, the City’s contribution is reduced to the cost of single 
party coverage in the Kaiser Permanente Senior Advantage Plan.

4) For employees hired on or after May 9, 2022, the City will contribute a $40 per month matching 
contribution to a Retiree Health Reimbursement Plan account during employment.  Since this 
contribution will occur during employment only, it does not constitute an OPEB, and therefore is 
not reflected in the attached actuarial analysis. The funding of this portion of the agreement will 
be discussed when the City Council considers the successor MOU.

The attached report allows the City to comply with the requirements of Government Code Section 7507, 
subsection (c), in regard to negotiated changes to retiree health benefits for the Association. 

Changes to the retiree health benefit described in the attached actuarial report cannot be considered for 
adoption until two weeks following this meeting. Upon adoption of any changes, the City Manager must 
acknowledge in writing that they understand the current and future cost of the benefit as determined by 
the actuary.

FISCAL IMPACT 

The attachment to the staff report provides a total assessment of the impact of the proposed change for 
the City’s costs. The estimated cost impact is based on the June 30, 2019 actuarial valuation methods, 
assumptions and data. Because the change to the IDR benefit only applies to new hires, there is no impact 
to the June 2019 OPEB valuation and the City’s June 2019 actuarial obligations, which only includes 
existing active employees and retirees on the valuation date. 

The employee contribution of 1.07% of salary will affect both current and future hires. The 1.07% 
employee contribution is included in the actuarial report to illustrate what the impact would have been 
on the fiscal year (FY) 2019-20 Actuarially Determined Contribution (ADC) if the 1.07% employee 
contributions were in effect for active employees at that time. The 1.07% employee contribution would 
have decreased the City’s FY 2019-20 ADC by $123,000. This amount is projected to grow over time in 
proportion to increasing salaries. 
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The actuarial report indicates that the commencement of employee contributions are projected to reduce 
the City’s future normal cost in the first year of implementation by $123,000, and this amount increases 
over time.  In addition, the reduced IDR benefit is projected to reduce future normal costs for new hires 
when they are hired.  Over a thirty year period, the City’s normal cost for the Fire IDR retiree health benefit 
is projected to decrease by $467,000, or approximately 38% compared with the thirty year projections for 
the current plan’s normal cost. This change in the benefit will help the City to reduce its OPEB obligations 
over time.

Below are charts of the City’s estimated normal cost over 30 years, comparing current plan costs to new  
costs (after employee contributions). 

As displayed in the charts above, there is an immediate savings for the City due to cost-sharing by the 
employees, as well as future savings as the City’s current retiree health unfunded liability of $49.5 million 
is reduced over time and related costs decrease. This reduction will help ease pressure on the General 
Fund to pay for retirement-related benefits for current and former employees.

California Government Code Section 7507 requires a certified actuary to be present at any City Council 
meeting that considers any employee benefit change(s), if the future costs of the change(s) exceed one-
half of one percent of the future annual costs.  Since the proposed changes reduce the City’s annual cost, 
a certified actuary is not required to be present.   

ENVIRONMENTAL REVIEW 

This activity is not a project under California Environmental Quality Act (CEQA) as defined in CEQA 
Guidelines, section 15378, because it has no potential for resulting in either a direct or reasonably 
foreseeable indirect physical change in the environment.
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PUBLIC NOTICE

Public notification was achieved by posting the agenda, with the agenda items being listed, at least 72 
hours prior to the meeting.

ALTERNATIVES

This agenda item provides disclosure that is required by State law; there is no alternative to providing this 
report.  Separately, the City Council provides direction to the City’s bargaining team in closed session.  
Once tentative agreements are reached with employee organizations, the City Council considers them in 
open session at a City Council meeting.

ATTACHMENTS 

Attachment A – Redwood City Safety IDR Alternative Benefit Costing, April 12, 2022 
Attachment B – Letter from Doug Pryor, Vice President of Bartel and Associates, to Derek Rampone Re: 

Retiree Healthcare Plan – Benefit Changes for IAFF

REPORT PREPARED BY:

Laurel Blaemire, Annuitant - Senior Human Resources Analyst
lblaemire@redwoodcity.org
(650) 780-7283

APPROVED BY:

Michelle Katsuyoshi, Human Resources Director
Melissa Stevenson Diaz, City Manager
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