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April 15, 2024 

Lisa Johnson 
Assistant Chief Executive Officer 
Alameda County Employees' Retirement Association 
475 14th Street, Suite 1000 
Oakland, CA 94612-1900 
 
Re: 401(h) Contributions for the 2024–2025 Fiscal Year 

Dear Lisa:  

Pursuant to the Association’s request, we have estimated the 401(h) contributions for the  
2024–2025 fiscal year. 

Results and analysis 
We project that, for the 2024–2025 fiscal year, the Association will need $62,590,000 to provide 
medical benefit subsidies from the 401(h) account. The process used to determine the actual 
biweekly contribution amounts is discussed on page 2. Please note that as previously directed 
by ACERA, in developing the estimated 401(h) contribution amount, we have included the 
expenses related to the administration of health benefits for retirees. 

The 401(h) funding requirement is developed as follows: 

Component Amount 

1. Total monthly premium subsidy paid by ACERA to all health benefit plan 
providers during the month of February 2024, projected to June 2024 by the 
Association (for comparison purposes only). 

$4,274,000* 

2. Annualized premium subsidy as of February 2024, projected to June 2024 
(for comparison purposes only). 

$51,288,000 

 
*  Last year, the total monthly premium subsidy paid by ACERA to all health benefit plan providers for February 2023 and projected 

to June 2023 by the Association was $4,009,000, or $48,108,000 annualized. There is an increase in the projected monthly 
premium subsidy amount from last year to this year primarily as a result of an increase in the medical and dental premium 
subsidies from 2023 to 2024. 
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Component Amount 
3. Best estimate of annualized premium subsidy required for 2024–2025 

(based on actual payouts from July 2023 through February 2024 and 
estimated payouts from March 2024 through June 2024 provided by 
ACERA). Following the Association’s current practice, we have assumed 
that the Retirement Board will increase the Monthly Medical Allowance at 
the rate equal to one-half of the lowest medical trend assumption for the 
non-Medicare and Medicare Advantage plans. We have assumed that the 
Medicare Part B, dental and vision subsidies will increase at the full rate of 
the trend assumption for those plans for calendar year 2024 (as assumed in 
the December 31, 2022 SRBR valuation). The assumed increases in the 
subsidy calculation are 3.125% for medical,1 4.50% for Medicare Part B, 
0.00% for dental and vision plans. 

$54,983,000 

4. Increase of 10% in Item 3 to provide a margin for unexpected retirements 
rounded to nearest $1,000. 

$5,498,000 

5. Administrative expenses for health benefits, rounded to nearest $1,000. $2,109,0002 

6. Sum of Items 3, 4, and 5. $62,590,000 

Important assumptions regarding anticipated change 
in health premium subsidy 
Except for the projected health premium subsidy increases described above, we have not 
assumed any other changes in the level of subsidy from 2023–2024 to 2024–2025. Our 
estimate will have to be revised if the Retirement Board later decides to amend the level of 
benefits. 

401(h) contributions 
The actual required contributions for the 2024–2025 fiscal year should be determined by 
subtracting the June 30, 2024 balance in the 401(h) account from the $62,590,000. We 
understand that this net amount will be contributed to the 401(h) account on a biweekly basis by 
the employers and the Association will transfer a like amount from the Supplemental Retirees 
Benefit Reserve to the Employer Advance Reserve. 

 
1  This is based on 50% of the 6.25% trend assumption used to project the increase for Medicare Advantage plans 

from calendar year 2024 to calendar year 2025, as described in the assumptions section of the December 31, 2022 
SRBR sufficiency valuation. The medical trend assumptions in our draft letter dated March 22, 2024, recommended 
for the December 31, 2023 sufficiency valuation, will be applied in the 401(h) contribution estimate for the  
2025–2026 fiscal year. Although the December 31, 2022 assumptions do not reflect the anticipated impact of the 
Inflation Reduction Act of 2022 (IRA) on the 2025 premiums for the Medicare plans, we believe the 10% margin 
included in these calculations will provide a sufficient allowance for the potential premium increase caused by the 
IRA. 

2  As part of the determination of the 401(h) contributions for the 2023–2024 fiscal year, we followed the directions 
from the Association (as provided in the past) to use the actual 2022 calendar year expense as a proxy for the 
2023-2024 fiscal year. We have maintained this procedure and have used the actual 2023 calendar year expense 
as a proxy for the 2024–2025 fiscal year expense. 
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As instructed by the Association, we have provided a breakdown of the 401(h) expense by 
employer in the following table. We understand that the breakdown has been compiled by the 
Association as of February 2024, based on the number of retirees eligible for retirement 
benefits. 

Employer Percentage of 401(h) Contributions 

Alameda County* 79.08% 

Health System 13.78%  

Superior Court 5.61%  

Livermore Area Recreation and Park District 0.70% 

Housing Authority 0.64%  

First 5 0.19%  

Total 100.00% 

Under IRC Section 401(h), medical benefits must be “incidental” to the retirement benefits under 
a plan. Section 401(h) indicates that medical benefits will be considered “incidental” if the 
contributions for medical benefits are less than 25% of the total contributions under the plan 
(excluding unfunded actuarial accrued liability (UAAL) payments). We believe that the transfer 
from the Supplemental Retirees Benefit Reserve should be treated as an offset to the UAAL 
contribution requirement (to the extent that the net UAAL payment after the offset is still 
positive), which means that in a given year the medical contributions can be up to 25% of the 
total Normal Cost contributions. 

In the following table, we demonstrate that the value of the medical benefits is in compliance 
with the above requirement. Please note that as the Retirement Board has not yet adopted the 
contribution rates for the December 31, 2023 pension funding valuation, we have continued to 
apply the average employer and employee contribution rates calculated in the last valuation, 
that is, as of December 31, 2022, to the payroll calculated in that valuation, increased by 3.25% 
to reflect one year of projected payroll growth. 

Source of Contributions Estimated Amount ($ millions) 

Employee Normal Cost (based on an aggregate 
member rate of 10.08% calculated in the 
December 31, 2022 valuation and an estimated 
payroll of $1,299 million) 

$130.9 

Employer Normal Cost (based on aggregate 
employer normal cost rate of 10.88% calculated in 
the December 31, 2022 valuation and an estimated 
payroll of $1,299 million) 

$141.3  

Recommended 401(h) Medical Contributions $62.6 

 
*  As in years past, retirees from the Office of Education and the Alameda County Fire Department are included in the County’s 

percentage by ACERA. 
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Source of Contributions Estimated Amount ($ millions) 
Total Normal Cost and Recommended 401(h) 
Medical Contributions  

$334.8 

Ratio of 401(h) Contributions to the Total Normal 
Cost Contributions and Recommended 401(h) 
Medical Contributions  

18.7%* 

These calculations were prepared under our supervision. Except as noted above, the 
calculations are based on the December 31, 2022 actuarial pension funding valuation results 
including the membership data and the non-health care cost trend actuarial assumptions on 
which that valuation was based, and the health care cost trend assumptions in the 
December 31, 2022 SRBR sufficiency valuation. 

This document has been prepared for the exclusive use and benefit of the client, based upon 
information provided by you and your other service providers or otherwise made available to 
Segal at the time this document was created. Segal makes no representation or warranty as to 
the accuracy of any forward-looking statements and does not guarantee any particular outcome 
or result. Except as may be required by law, this document should not be shared, copied or 
quoted, in whole or in part, without the consent of Segal. This document does not constitute 
legal, tax or investment advice or create or imply a fiduciary relationship. You are encouraged to 
discuss any issues raised with your legal, tax and other advisors before taking, or refraining 
from taking, any action. 

We are members of the American Academy of Actuaries and we meet the Qualification 
Standards of the American Academy of Actuaries to render the actuarial opinion herein. 
Please let us know if you have any questions.  

Sincerely, 

  
Andy Yeung, ASA, MAAA, FCA, EA 
Vice President and Actuary 

Mehdi Riazi, FSA, MAAA, FCA, EA 
Vice President and Actuary 

 
/elf 
 
cc: Eva Hardy 

Katherine Martinez 
 

 
*  This ratio was 18.6% as provided in our 401(h) contributions letter for the 2023–2024 fiscal year. 



EXHIBIT B

Employer

Percentage of 

401(h) 

Contribution Paid Interval

Actuarial 401(h) Account 

Balance Required for FY 

2024-25

Est. 401(h) Balance 

as of 6/30/2024

FY 2024-25 Required 

401(h) Contribution 

Amount

FY 2024-25 Per 

Pay Period 401(h) 

Payment

Monthly Payment 

2 PP

Aug.'24 & Jan'25 

3 PP

Required Adm. 

Allocation 2023-24 

Total

Monthly 

Adm.Allocation

2,109,000.00$         

Alameda County 79.08% Bi-Weekly (26 PP) 49,496,172.00$               7,328,457.07$         42,167,715.00$       1,621,835.00$      3,243,670.00$    4,865,505.00$    1,667,797.00$         138,983.00$             

AHS 13.78% Bi-Weekly (26 PP) 8,624,902.00                   1,273,913.95           7,350,988.00$         282,730.00$         565,460.00$       848,190.00$       290,620.00$           24,218.00$               

Superior Court 5.61% Bi-Weekly (26 PP) 3,511,299.00                   507,943.93              3,003,355.00$         115,514.00$         231,028.00$       346,542.00$       118,315.00$           9,860.00$                 

Livermore Area Recreation & Park District 0.70% Bi-Weekly (26 PP) 438,130.00                      63,855.81                374,274.00$            14,395.00$           28,790.00$         43,185.00$         14,763.00$             1,230.00$                 

Housing Authority 0.64% Bi-Weekly (26 PP) 400,576.00                      56,438.77                344,137.00$            13,236.00$           26,472.00$         39,708.00$         13,498.00$             1,125.00$                 

First 5 0.19% Bi-Weekly (26 PP) 118,921.00                      16,485.18                102,436.00$            3,940.00$             7,880.00$           11,820.00$         4,007.00$               334.00$                    

     Total 100.00% 62,590,000.00$               9,247,094.71$         53,342,905.00$       2,051,650.00$      4,103,300.00$   6,154,950.00$   2,109,000.00$        175,750.00$            

Per SEGAL letter dated April 15, 2024 required amount 62,590,000.00$               

** Please see attached payment schedule.

Prepared by:  Hema -  4/19/24

Reviewed by:  Hermella - 4/22/24

401(h) Contributions needed for County and Special Districts - For the Fiscal Year 2024-25

A:\01 Admin. Dept. Staff Work Folders\Admin Spec. II\401H\FY 2024 - 2025\2024-25 401(h) Required Amounts.xlsx
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