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To:  Harold Schapelhouman, Fire Chief 

  Brenna Rowe, Human Resources Manager 

  Kathleen Jackson, Administrative Services Director 

  Edward Kreisberg, Attorney, Meyers/Nave 

 

From:  Marcie Scott, Municipal Resource Group, LLC 

  Bill Zenoni, Municipal Resource Group, LLC 

 

Date:  July 24, 2018 

 

Subject: IAFF Conditional Agreement 

 

EXECUTIVE SUMMARY 

 

The terms of the Conditional Agreement between the District and IAFF Local 2400 have been 

reviewed and estimates of actual costs over the course of the proposed 5-year term are described 

below.  These costs are analyzed in the context of existing District costs that will continue even 

without a new agreement.  The net change, or the costs resulting from the new Conditional 

Agreement, are estimated at $10.3 million on a cumulative basis over 5 years.  That equates to a net 

average cost of 3.26% per year.   

 

The Bay Area Consumer Price Index is reported by the Bureau of Labor Statistics and frequently 

used as a data point in collective bargaining.  The Bay Area CPI-U for June 2018 was 3.9%.  Table 

3 at the end of this memo provides CPI data.      

 

BACKGROUND 

 

The Menlo Park Fire Protection District (District) has negotiated terms for a Conditional Agreement 

with the International Association of Fire Fighters Local 2400 (IAFF) for a five-year period.  

Municipal Resource Group LLC (MRG) was asked to review the costing of the Conditional 

Agreement and compare to the status quo costs of this unit.  MRG has generated a summary analysis 

based on the District’s data, using actual salary and benefit costs that are impacted by the Conditional 

Agreement.   

 

The proposed agreement will cover a five year period, beginning with Fiscal Year 18-19 and 

continuing through Fiscal Year 22-23.  This Unit currently has 102 full-time equivalents (FTE), with 

two vacancies (Fire Inspector and Firefighter).  The District anticipates the current staffing level to 

remain constant through the term of the Conditional Agreement.   
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ANALYSIS 

 

The District participates in the CalPERS pension plan with two tiers of benefits.  Employees hired on 

or before December 31, 2012 are considered “Classic” pension members.  Those hired on or after 

January 1, 2013 are in the “PEPRA” tier (California Public Employees’ Pension Reform Act of 2013).  

Currently, 66 employees are Classic and 36 are PEPRA; just over one-third of the Unit is in the new 

lower pension tier.   

  

The District’s costs for pension will continue to rise over the course of the next 5 years regardless of 

the agreement reached with Local 2400.  Proactive steps taken by the District recently have provided 

some measure of relief in current and future pension costs.  Those actions include negotiating an 

employee pick-up of 3% of District pension costs in the prior round of negotiations, which continues 

in the proposed Conditional Agreement.   

 

Secondly, the District made additional payments in the amount of $34.1 million to reduce the 

District’s long-term pension liability.  In 2010, the District made 3 payments totaling $12.5 million 

to pay off the unfunded liability in the safety risk pool; this is also known as the “side fund”.    Three 

more payments totaling $21.6 million were made between 2015 and June 2018 toward the District’s 

Unfunded Accrued Liability (UAL).  Paying down liabilities sooner than projected will have the 

potential of reducing the annual required contributions in future years.    

  

The costs of medical insurance similarly are expected to increase during the term of this proposed 

contract.  That said, the Kaiser premium, which is the basis for the District cafeteria contribution, will 

decrease in 2019.  This analysis assumes an annual increase of 5.56% in premium costs for each year 

of the contract beginning in 2020, based on a 10-year look-back of actual Kaiser premiums.     

    

The District’s costs if no new contract is put in place are calculated as “Status Quo” costs.  Employees’ 

step increases, salary-related costs, and medical and pension costs, will continue to increase.  These 

total compensation costs are expected to escalate on average at 2.10% per year for the next 5 years.  

A summary is presented below. 

 
Table 1:  Estimated Status Quo Costs 
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The increased compensation costs of the proposed Conceptual Agreement, including the status quo 

costs described above, would increase compensation costs by an average of 5.35% per year, or a 5-

year cumulative total of $17 million.  A summary of estimated costs from the Conceptual Agreement 

is described in Table 2.  

 
Table 2:  Estimated Costs During Proposed Conceptual Agreement 

 
 

The difference between the status quo costs and Conditional Agreement costs is a net average cost of 

3.26% per year.  The net cumulative cost increase over the course of 5 years is $10,308,000 or on 

average, $2.06 million per year of the Conditional Agreement. 

 

 CONSUMER PRICE INDEX 

 

The CPI as reported by the Bureau of Labor Statistics is summarized below for comparison purposes: 

 

Table 3:  CPI data for both CPI-U and CPI-W in Bay Area 

 
 

 

 

 


