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\‘ Methodology

* Reviewed CAFRs
* Interviewed Finance/Budget staff

* Interviewed HR staff

* Researched cities outside Alameda
County



\ ‘ The OPEB Problem

* Many cities’ OPEB liabilities are
unfunded

* Alameda County cities range from 7%
to 140% of General Fund

e OPEB costs have risen 45% over last 5
years

* Number of retirees continues to rise
* Retirees living longer

Healthcare costs continue to rise

* There are no new revenue streams



Who Does it
Affect?

e (Cities that provide OPEB
* Employees of those cities
* Community



CASE STUDY #1 — BEVERLY HILLS

e ARMP (buy out)

| «58% of eligible employees
participated

* Projected to save $S91M
over 40 years

e Defined Contribution plan
started for new employees




CASE STUDY #2 — FREMONT

e Continue existing pay-as-
you-go system

g, e Set aside S1.1M in an
“Internal Services Fund”

3 e Concessions from
employee groups




CASE STUDY #3 - HAYWARD

e Employee Concessions

e Some groups started
\d contributing 1% of salary
* Need to negotiate into all
contracts

e Contribute $4 million/year
by 2019




’ MESSAGING

* The cornerstone of dealing with OPEB
* Tell the story, explain the “why”
* Frame the issue early

\ * Provide accurate information (GASB 45)

* Speak with all labor groups
e Use stakeholders at all levels to message



MESSAGING cont’d

* Methods to Communicate
* Website
* Informational Videos
* Small Group Meetings
* Newsletters
* Social Media




MESSAGING cont’d

Official information center for
ongoing city labor negotiations.

000

Over the past four years, Hayward's city employees have come together to
confront the same fiscal challenges that have bankrupted cities like Vallejo,

Stockton and Detroit.

http://www.haywardworks.com/



MESSAGING cont’d
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How much of my taxes go to the City?

When you pay sales tax or property tax, only & small percentage comes
back to the City to fund local programs and services (see igure 2), For
example, for each dollar you pay for purchases, less than one cent comes
back to the City in sales tax revenue. For every property tax dodlar pasd by
property owners (business and residential), the City receives less than 26
cents; the rest goes to othet local govemment agencies such as schools,
the county and the state,

What are the City's expenses?

As with any business, the City has persormel costs, and operations and
maintenance experses (see figure 3).

Our personnel costs inchude salaries, benefits and retirernent (see figtare
4).In the case of swom (police and fire) employees, personnel costs also
inchude the cost of academies and specialized traimings.

Although there are 25 percent fewer full-time City employees now than
there were 10 years ago due to budget reductions and efficlencies (see
figwre 51, and even though employees have temporarly reduced thetr
pay, total persornel costs have risen as the cost of employee benefits has
continued to rise. For exarmnple, over the past six years, the cost of medical
insurance has risen by 51 percent per public safety employee and by 19
percent per civillan employes.

Operations and maintenance costs, referred to as O&M, include services
and supplies, professional contract services, Internal work orders and
other itemns, such as asphalt, vehicle repair, fuel. legal advice and design
services.

Other types of City expenses inchude:

+  Capital acquisitions, which indude everything from land and
buidings, to fumiture and street sweepers, 1o compater servers and
software;




MESSAGING cont’d

https://www.youtube.com/watch?v=2r KL40ugno



https://www.youtube.com/watch?v=2r_KL4Ouqno
https://www.youtube.com/watch?v=2r_KL4Ouqno
https://www.youtube.com/watch?v=2r_KL4Ouqno

WHAT DO THE CRITICS SAY?

/

It’s scary. It’s worse than | thought it was,’

said Monnet. “l don’t think our public
\ officials are being honest with the public
about the financial state of our pension

liabilities.”




WHAT DO THE CRITICS SAY?

L oo IRy

RESEARCH VISUALIZATIONS OPEN DATA 2012 INITIATIVES WHO WE ARE

What is
California Common Sense? GET STARTED

About Us: Californea Common Sense is a non-partisan
non-profit dedicated to opening government to the
public, developing data-driven policy analysis, and
educating citizens about how their governments work
Chick any of the images below to learn more about
some of the topscs we cover
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LEGAL ISSUES...

Are medical benefits vested?

~ ...the juryis still out.




Possible Solutions

* Pre-funding OPEB liabilities

e Adjust benefits (retirement age, benefit
cap, etc.)

e Transition to defined contribution plans

* Buy out employee benefits

* Explore use of the
Affordable Care Act
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/ SUMMARY

* The problem exists for many cities nation
wide
e Solutions are multi-faceted and will vary from

city to city, but there is no silver bullet to fix
the problem

 Messaging needs to be addressed early and
often with all stakeholders, especially city
employees, in a variety of formats



|
- Thank you to our sponsors:
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Elizabeth D. Warmerdam, City of Alameda
Chris Zapata, City of San Leandro
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QUESTIONS?



OPEB Liabilities for Cities in Alameda County and for the City of Tracy

. Annual OPEB PETERELLS € Ne’f OP_EB Total Unfunded
City FY Ended General Fund Annual OPEB Cost Obligation e
Cost | OPEB Liability
Contributed (Asset)
Alameda 6/30/2013 $65,189,741 $7,650,115 35% $21,626,000 $91,172,000
Albany 6/30/2013 $17,178,211 $111,274 17% $92,245 $1,183,500
Berkeley 6/30/2013 $129,258,617 $3,122,564 63% $3,375,598 $23,887,747
Dublin 6/30/2013 $52,403,649 $1,181,000 100% ($17,717) $4,734,000
Emeryville 6/30/2013 $34,786,117 $428,721 179% (51,696,566) $5,390,000
Fremont 6/30/2013 $115,883,860 $7,215,000 35% $19,821,000 $79,329,000
Hayward 6/30/2013 $116,032,560 $6,232,461 41% $18,671,822 $68,437,624
Livermore 6/30/2013 $77,830,866 $9,983,069 22% $28,063,988 $101,832,000
Newark 6/30/2013 $34,976,037 $454,000 21.50% $2,041,354 $4,484,000
Oakland 6/30/2013 $469,135,000 $46,291,000 37% $215,252,000 $553,530,000
Piedmont 6/30/2013 $19,273,258 $1,318,000 51% $3,852,737 $10,002,000
Pleasanton 6/30/2012 $86,111,643 $8,417,184 100% S0 $90,752,000
San Leandro 6/30/2012 $78,523,821 $1,403,000 65% $489,974 $16,179,000
Tracy 6/30/2013 $49,462,365 $411,969 35% $1,410,818 $3,213,284
Union City 6/30/2013 $42,650,611 $812,000 102% ($3,742,249) $7,571,000
Notes:
Albany Figures are for City of Albany Health Plan only and does not include the Albany Municipal Services JPA Health
Plan.
Berkeley Figures are for Miscellaneous Retirees Health Plan only.
On June 29, 2007, the City established an agreement with the California Public Employees’ Retirement System
] (CalPERS) to set aside funds and deposit into the California Employer’s Retiree Benefit Trust (CERBT) fund to
Dublin . . ) . . s
accumulate, and distribute assets for the exclusive benefit of retirees and their beneficiaries. Plan assets are
irrevocable and may not be used for any purpose other than funding post-retirement health care.
Emeryville's AAL for OPEB is $7 million and their UAAL is approx. $5.3 million. Emeryville has set up a trust and
Emeryville they make annual contributions of $500K in excess of the annual required contribution.Due to the excess
contributions, the OPEB asset has increased almost $700K in the past two years.
Fremont Identified a $79 million liability to be paid down in 20 years via pre-funding per department, increased employee

contribution, and concessions by employees (present and future).




OPEB Liabilities for Cities in Alameda County and for the City of Tracy

The City currently does not pay its annual required contribution (ARC) which is about $6.2M per year, and is

Hayward o :
phasing in this cost over the next five years.

Newark contributed $104,779 and has an unfunded actuarial accrued liability (UAAL) of $4,484,000. Newark
provides the CalPers minimum OPEB benefit to all employees, safety included. That minimum is $115/month.
Because they only provide the minimum, they have not felt compelled to do any outreach to employees.

Newark

Oakland Pay as you go, with no money set aside for future liabilities.

The City of Tracy does not provide for the payment of health insurance for its retired employees. However,
retired employees are allowed to purchase the City’s health insurance (including spouse or family coverage)

Tracy either through direct payment or from the employee’s medical insurance bank. This benefit results in an implicit
subsidy for the City.
Union City participates in a post-retirement health care plan irrevocable trust through Public Agency Retirement
Union city Services (PARS). Union City did a presentation to Council in April, but hasn’t done any other outreach.

Contributed $6,264,000 in FY12 to prefund OPEB, resulting in a net OPEB asset.




Tackling OPEB

Messaging is key!

¢ Tell the story, explain the why.

¢ Frame the issue early, not just during labor
negotiations.

¢ Speak with labor groups, and use stake-
holders at all levels to communicate.

¢ Provide accurate information in language
non-financial people understand.

Use multiple methods to communicate:

¢ Small group meetings

¢ Website

¢ Informational videos

¢ Newsletters

L4

Social media

Move your OPEB unfunded
liabilities to a better position
using frequent and clear
commaunication!

A

OPEB Team

Randy Brandt, City of San Leandro
John Geissberger, City of Albany
Ed Lovell, City of Tracy

Erik Pearson, City of Hayward
Dana Riley, City of Oakland
Shannan Young, City of Fremont
Jeffrey Youngsma, City of Fremont
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Case Studies

BEVE ALY/
\HILLS /

OPEB Plan

¢ Created an alternative retiree medical
program, (ARMP). With the ARMP,
current employees could elect to termi-
nate their defined benefit plan and
receive an actuarially calculated lump
sum payment.

¢ A defined contribution plan was insti-
tuted for new employees.

Year Implemented

Fiscal Year 2010
Implementation Strategy
ARMP payout substituted low cost bonded
dollars for high cost future dollars.
Messaging
Explained ARMP benefits using targeted
messaging to specific employee groups.
Successes
¢ 58% of eligible employees participated.
$91M saved over 40 years.
¢ Safety employees interested in ARMP.
Considering a second offering.
Lessons Learned
Legal obstacles (vested rights, taxation)
overcome by full and free choice between

*

benefit programs.
Resources

www.bevetlyhills.org/search/website/?
Q=armp&NFR=1

ES S
Fremont

OPEB Plan

¢ Set aside money in an internal services
fund and continue pay-as-you-go system.

¢ Employee concessions: graduated benefit
depending on hire date and length of
service.

Year Implemented
Fiscal Year 2014

Implementation Strategy

¢ Setaside $1.1 million from the general
fund into an internal services fund (ISF),
earmarked for OPEB. Plan to add to the
ISF by $1.1 million annually through
FY15-16.

¢ Seck concessions from employee groups
during contract negotiations.

Messaging
Communicated to employees during budget
presentations preceding negotiations.

Successes
Concessions obtained from all bargaining
groups that entered negotiations in FY13.
Lessons Learned

Most employees still do not know what
OPEB is.

cC 1 TY

HAYWARD

HEART OF THE BAY

OPEB Plan
Establish an OPEB Trust

Year Implemented
Fiscal Year 2012 with two bargaining groups

Implementation Strategy
Work on concessions with employee
groups:
¢ Hayward Police Department contrib-
utes 1% of pay to trust (since 2012)
¢ Engineers & Technical Staff contribute
$35/pay period (since 2012)
¢ Management/unrepresented contribute
$52/pay petiod (beginning July 2014)
¢ Sl need to get two bargaining groups
on board
Messaging
Employee communication during negotia-
tions. Created a website to inform the pub-
lic & employees about labor relations issues.

Successes
Successfully negotiated employee contribu-
tions to an OPEB trust.

Lessons Learned

Many employees still not aware of OPEB.
Increased contributions from employees is
difficult in light of other concessions.

Resources

Website: www.havwardworks.com



http://www.haywardworks.com/�
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