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SUBJECT: RETIREE HEALTHCARE FUNDING

RECOMMENDATION

Adoption of a resolution to provide as follows:

A. Approve the terms of agreements (attached) with the bargaining units listed below and
authorizing the City Manager to execute the agreements effective June 28, 2009:

1. Association of Building, Mechanical and Electrical Inspectors (ABMEI)
2. Association of Engineers and Architects, IFPTE Local 21 (AEA Units 41/42 and 43)
3. Association of Maintenance Supervisory Personnel (AMSP)
4. City Association of Management Personnel (CAMP)
5. International Brotherhood of Electrical Workers, Local No. 332 (IBEW)
6. Municipal Employees’ Federation, AFSCME Local 101 (MEF)
7. Confidential Employees’ Organization, AFSCME Local 101 (CEO)

B. Implement retiree healthcare funding for Executive Management and Professional
Employees (Unit 99) and employees in the Unclassified Non-Management employee unit (Unit
82) who are in the Federated City Employees’ Retirement System, effective June 28, 2009.

OUTCOME

Adoption of the resolution and authorization to execute the agreements that would implement
retiree healthcare funding agreements between the City and ABMEI, AEA, AMSP, CAMP,
IBEW, MEF and CEO, and to implement retiree healthcare funding for Executive Management
and Professional Employees (Unit 99) and employees in Unit 82 who are in the Federated City
Employees’ Retirement System, effective June 28, 2009.

BACKGROUND

In August of 2007, City Administration brought forward to the City Council a memo on Retiree
Healthcare. This memo provided information and background on the government accounting
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rules related to retiree healthcare, provided information on the retiree healthcare liability, and
explored options to be considered to mitigate these costs. This memo can be found at
http://www.sanioseca.gov/clerk/A.qenda/080707/080707 03.11 .pdf.

This memo was prompted by the Governmental Accounting Standards Board (GASB)
implementing reporting standards that require state and local governmental agencies to disclose
the full cost of unfunded actuarial liabilities for Other Post Employment Benefits (OPEB), such
as retiree healthcare, which include medical and dental benefits. The estimated unfunded
retiree healthcare liability for the City of San Jose was estimated to be as high as $1.65 billion,
based on the most recent actuarial analyses at that time. Factors that contribute to the amount
of the liability include the level of the retiree medical benefit, escalating costs in medical
premiums, the increasing number of retirees, and the City’s current level of funding retiree
healthcare benefits.

In response to the size of this projected liability and its potential impact, the City Council
discussed retiree healthcare liability as an agenda item during two Council meetings in August
of 2007. From these sessions, the City Council directed staff to:

Engage stakeholders in identifying strategies and alternatives to address our unfunded
liability for retiree healthcare. Represented stakeholders were to include, at a minimum,
employees, City Labor Alliance, Executive Management Forum, retiree associations,
retirement boards, and South Bay Labor Council.

2. Continue to survey how other cities and counties are addressing their unfunded
liabilities.

3. Engage experts, identified by the Administration and stakeholders, as necessary to
evaluate strategies and approaches that are identified by stakeholders or have been
implemented in other cities or counties.

4. Study how pre-full funding of benefits can be accomplished through a phased-in
approach.1

As one component of the Stakeholder Process, a Joint Committee on Solutions to Retiree
Healthcare was developed. This committee included representatives from the Police and Fire
Department Retirement Plan and the Board of Administration of the Federated City Employees’
Retirement System. The report can be found at
http:~~www~sanj~seca~~q~v~retireehea~thcare~d~cuments~C~mmitteeRep~rt~nS~~uti~nst~RetireeH
ealthcarelssuesfinalreport.pdf

The Joint Committee on Solutions to Retiree Healthcare make numerous recommendations, two
of which were:

1. The Boards should recommend to the City the adoption of recommendation no. 1 of the
Public Employee Post-Employment Benefits Commission:

Public agencies providing OPEB [other post-employment benefits] benefits
should adopt prefunding as their policy. As their policy, prefunding OPEB
benefits is just as important as prefunding pensions. The ultimate goal of a
prefunding policy should be to achieve full funding.

City of San Jose Council Memorandum, August 28, 2007.
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The Boards should recommend to the City the adoption of a reasonable ramp-up period,
i.e., one not less than five years, to reach full funding of the annual required contribution
(ARC) required by Government Accounting Standards Board (GASB) Statement nos. 43
and 45.

The City also developed a stakeholder process and held sessions for all City employees to
attend. As a result of this stakeholder process, a Council Report was developed that included
key themes from the stakeholder sessions. This report can be found at:
http://www.sanjoseca..qov/retireehealthcare/documents/Attachment 1 toCouncil Memo061708. pdf.
This report went to the City Council in June of 2008. The Council Memo accompanying this
report can be found at:
http://www.sanioseca..qov/retireehealthcare/documents/CouncilMemo061708.pdf.

This report provided that one of the themes that came out of the stakeholder process was to find
a way to phase in full prefunding.

After this extensive outreach and collaboration, different options to achieve full pre-funding of
retiree healthcare benefits were considered. As each option was explored, it was done within
the following context:

Based on an outside legal counsel opinion, it was determined that retiree healthcare
benefits can be considered a "vested" benefit similar to the pension benefit and the City
determined that it would not be pursuing changes to retiree healthcare benefits for
current employees or current retirees.

The level and eligibility for retiree healthcare benefits for City employees are defined in
the Municipal Code. Contributions from both the City and current employees provide the
funding for these benefits. The contributions are made as a percentage of pay for current
employees and are part of the contribution rates for the City’s two retirement plans.
Contributions for retiree dental benefits are made by the City and the employees in the
ratio of eight-to-three. Contributions for retiree medical benefits are made by the City and
the employees in the ratio of one-to-one (50/50 split).

In order to continue discussing with the City’s bargaining units the issue of retiree healthcare,
the City obtained reopener agreements to enable the City to engage in coalition bargaining on
the subject of retiree healthcare benefits with the following bargaining units:

1. Association of Building, Mechanical and Electrical Inspectors (ABMEI)
2. Association of Engineers and Architects, IFPTE Local 21 (AEA Units 41/42 and 43)
3. Association of Maintenance Supervisory Personnel (AMSP)
4. City Association of Management Personnel (CAMP)
5. International Brotherhood of Electrical Workers, Local No. 332 (IBEW)
6. Municipal Employees’ Federation, AFSCME Local 101 (MEF)
7. Confidential Employees’ Organization, AFSCME Local 101 (CEO)

Upon mutual agreement from each of the above bargaining units and the City, coalition
bargaining began in July of 2008, and a tentative agreement was reached with each of the
seven bargaining units on March 4, 2009. The Tentative Agreements have been ratified by all
seven bargaining units.
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In addition, the retiree healthcare funding has been discussed with the Executive Management
and Professional Employees (Unit 99) through the Unit 99 Forum and they have been notified of
implementation effective June 28, 2009.

It should be noted that a similar agreement with the San Jose Police Officers’ Association has
already been approved by the City Council and is in the process of being implemented for June
28, 2009. The City is currently in negotiations with Operating Engineers, Local No. 3 and San
Jose Firefighters, IAFF Local 230, on their successor agreements as a whole, which include the
topic of retiree healthcare.

ANALYSIS

The following is a summary of the key provisions of the attached Tentative Agreements with the
seven bargaining units, and a summary of the key information discussed with the Unit 99
Forum.

Retiree Healthcare Funding

Currently, retirees who meet eligibility requirements receive retiree healthcare benefits that
provide for 100% of the premium for the lowest-cost plan available to active City employees.
Thus, eligible retirees do not pay for any portion of the premium for the lowest-cost plan.

The San Jose Municipal Code (3.28.380) provides that contributions for retiree medical benefits
shall be made by the City and employees in the ratio of one-to-one and contributions for retiree
dental benefits shall be made in the ratio of eight-to-three. However, the current level of
contributions by the City and employees to fund retiree healthcare are substantially less than
the Annual Required Contribution (ARC) calculated by the Federated Plan actuary. Based upon
the actuarial study for the Federated City Employees’ Retirement System as of June 30, 2006,
retiree healthcare benefits in the Federated City Employees’ Retirement System are only 12%
funded.

Effective June 28, 2009, the City and ABMEI, AEA, AMSP, CAMP, IBEW, MEF, CEO, Unit 99
and Unit 82 will transition from the current partial pre-funding of retiree healthcare benefits to full
pre-funding of the Annual Required Contribution (ARC) over a period of five years. The
Federated Plan’s initial unfunded retiree healthcare liability shall be fully amortized over a thirty-
year period so that it shall be paid by June 30, 2039 (closed amortization).

The cash contribution rate for plan members shall not have an incremental increase of more
than 0.75% of pensionable pay in each fiscal year and the City cash contribution rate shall not
have an incremental increase of more than 0.75% of pensionable pay in each fiscal year.
Notwithstanding the limitations on the incremental increases, by the end of the five year phase-
in, the City and plan members shall be contributing the full Annual Required Contribution in the
ratio currently provided under Section 3.28.380 (C) (1) and (3) of the San Jose Municipal Code.

Healthcare Cost Mitigation

In the upcoming months, the City will be discussing with the Unit 99 Forum issues related to
healthcare cost mitigation.

As part of the Tentative Agreements with the bargaining units, the parties agreed to commence
meeting and conferring between January 1, 2010 and January 19, 2010, on retiree healthcare
benefits for future employees and a medical reimbursement program for future retirees.
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The parties intend to engage in these negotiations in a coalition bargaining process, as was
done for these Tentative Agreements, with all other interested bargaining units, if any.

If no agreement is reached, the parties will follow the impasse procedures set forth in the City of
San Jose’s Employer-Employee Relations Resolution (#39367) and the Meyers-Milias-Brown
Act. The parties understand that this means that the City will have the right to unilaterally
implement in the event no agreement is reached at the conclusion of negotiations and
mandatory impasse procedures, but that the unilateral implementation of retiree healthcare
benefits for future employees shall not be effective before July 1, 2010.

The Tentative Agreement with ABMEI also includes a provision that after declaration of impasse
with respect to negotiations over a modification of retiree healthcare benefits, if the City provides
notification of implementation, ABMEI has the right to engage in a strike, or such other protected
concerted activities on the employees’ own time provided such other protected concerted
activities do not impede the performance of the employees’ assigned duties.

EVALUATION AND FOLLOWLUP

As noted earlier, these Tentative Agreements with the bargaining units include a provision that
the City and bargaining units have agreed to commence meeting and conferring between
January 1, 2010 and January 19, 2010, on retiree healthcare benefits for future employees and
a medical reimbursement program for future retirees.

In the upcoming months, the City will be discussing with the Unit 99 Forum issues related to
healthcare cost mitigation.

PUBLIC OUTREACH/INTEREST

Criteria 1: Requires Council action on the use of public funds equal to $1 million or
greater. (Required: Website Posting)

Criteria 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/economic vitality of the City. (Required: E-mail
and Website Posting)

Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that
may have impacts to community services and have been identified by staff, Council or a
Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

This item meets Criterion 1. This memorandum will be posted on the City’s website for the April
21, 2009 Council Agenda. This memo was included in the Early Distribution Council packet.

COORDINATION

This memorandum was coordinated with the City Attorney’s Office and the City Manager’s
Budget Office.
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COST IMPLICATIONS

The City and employees represented by ABMEI, AEA, AMSP, CAMP, IBEW, MEF and CEO
and employees in Unit 82 and Unit 99 will phase-in to fully fund the Annual Required
Contribution (ARC) over a five-year period. This will result in an incremental increase of up to
0.75% of pensionable pay in each fiscal year for employees, and an incremental increase of up
to 0.75% of pensionable pay in each fiscal year for the City. The Plan’s initial unfunded retiree
healthcare liability shall be fully amortized over a thirty-year period so that it shall be paid by
June 30, 2039 (closed amortization).

The maximum cost to the City in Fiscal Year 2009-2010 is approximately $2.15 million if the
incremental increase was 0.75% of pensionable pay. The amount is expected to be less than
0.75% of pensionable pay in 2009-2010, but the exact amount is pending an actuarial study by
the retirement board’s actuary.

Alex Gurza
Director of Employee Relations

For questions please contact Alex Gurza, Director of Employee Relations, at (408) 535-8150.
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ARTICLE 25 RETIREE HEALTHCARE FUNDING
,(Current Article 25 and subse~luent articles to be re-numbered),

25.1 The C{,ty a.~nd the Employge Or.~anization a.qree t.o._._~[.a...n.sitton from the cq[rent partial pre-fundin,q of retiree
medical and d#ntal healthcare ~..en..,efits (’referred to a.s_t_b.~ !ipqlicy methodl,) !~.p[e;_f.qnding of the full Annual
Re___quired Contribution (~R,.C) for the retiree health.fare plan ("P an") ,T.he transition shall be accomplished,
by phasin,q intq fully funding the__~ARC over a period of five..(~5)..,years be,q n[~.i~.g. J~!ne 28, 2009. The Plan’s
initial unfunded retiree healthcare liability shall ~amortized over a thirty year period so that it shall be
paid by June 30, 2039 (c osed_.~m.ertization), Amortizat!q~..of changes in th~..unfu~ded retiree healthcare
liability other tha ..q the initial retiree hea t.h_care liability (’e .q..qa=ns .o!.osses, chan~
~, etc,) shall be d,e~e.,rmined by the Plan’s actuary, The C..it.y and Plan members (active
employees) sh .a..!! contribute to f_gu~d_,[n. ,_q the ARC in the ratiQ..currentiy iorovided un~r Section 3.28.380
J_!.~.3,) of the San Jos.~ Municipal Code, S2e~..qif~jcal[y, contributio ,ns for retiree medical benefits shall be
made by the ,Cijy and members in the ratio of one-to-one. C~ntributions for~ retiree dental benefits shall be
made by_.:the City.and members in the ratio of eight-to-three. When determinin,q the contribution rates for
the Pia~iih_~e plan actuary s_b.hall continue to use the En.t.~ Age Normal {EAN3_actuarial cost method and a
discount rate cop,..sistent with the p._re~f .undin9 policy for the .~!an as outlined in this Article,

25.=.2. The City a~nd,..the Employe#..~.rganizat on further agree that the Municip.a.[ Code and/or applicable pta._o.n
documents shall be amended in accordance with the above a,qr~e,,e, ment and that the Emlop~.
Organ zation,...wili support s~!£1] amendments,

25,3 It is understood that in re~hlng this a~reement, th.e_.partles have been informed by cost estimates,
prepared by the Federated CitY~.E .m.ployees’ Retiremen___~t System Board’s ,a.c,.tuary and that the actual
.contribution rates to reach full pre-fundin,q of~ retiree healthcare Wj.!! differ,. ]he phaseqn;.to th6’. ARC shall
be divided into five steps (usi_n.q a stral,qht line met_ho..d.)., each to be e~ective on the first pay pe=r_!#~....o_.f~
"City’s fiscal yea,,.r in each succeed__~ncl.year. The first increment of the ph~_se-in shall be effective on June
2_8,_ 20.09. It is understood.d., that because of chan~e# resulting fro~u~ure actuarial valuations_~_tb.e amount
of each increase may vary upw#[d or downward. The ~.._Or~janizatton a,q. ree that the
Pl__~a£ member cash contribution rate shall not~ h.ave an lncrement#~[_increase of more than .75%
pensionable pay in each f scal .year and the City cas__.~h..,contribution r_ate shall not have an incrementa~l
increase of more than .75% of pe,0.sionable pay in each.fiscal year., FqEexample, if the members’
c0.n..t[ibution rate is 4% .gf pensionable pay~_t.h...e subsequent fisc~Lyear’s contribution r_a’~e.for retiree
healthcare cannot exceed ~.,75% of pensionable #~ay... Notwithstandi.~ng the limitations on the inc[ementa_t_
increases, by the ,e.,.n..d of the five year phase~in, the City and p.lan members shall be contributin,q the full
Annual Required Contribution in the ratio Curr_e_.n,~!y.provlded unde.r Section 3.28,380 (C)_(_’l_)~e.n._d (3) of the
San Jose M .u,.nicipal Code,

25.4 The City.. will establish a q.~lalified trust (’q’rust") before 3une 27, 20~.0. Until such time as a Trust is
.established, the...City and employee ~;~_r~tributions under this a,qreement shall be made into the existing
Medical Benefits Accqu.nt for as 10n,q the c0_.n.tdbutions can be madeinto the Medical Benefits Account in,
accordance with 1RS limitations, If. ,the Trust is not established prior to reaching the fRS limitat o,n, the
parties agree to ~t and discuss alternative fundin~ vehic!~s,~

2._~5,5 It is the ob’e~t.ive of the part e._st.h_at the Trust created p#rsuant to this ,a,~reement shall become the.s_0J~e
funding vehicle for Federated retiree healthcare benefits, s, ub oct to any ~gal. restrictions under the current
plan, or other applicable la~,

March 4, 2009
Page 1 of 3
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ARTICLE 9 FULL UNDERSTANDIN,,.G~ MODIFICATION AND wAIvER

9 5 Healthcare Co.st Miti.qation.

9,5,1 Notwithstanding a.,.ny,.0ther provision, of this A,qre~ment, the parties Bgree to commence me~t}.r~g, and
c0nferrin,q_between January. ~!,.201 o, and January !9, .2010 ,on retiree healthbare benefits for future
e.m..plovees and a nledical re mbursement pro,qram for future retirees.

9, 5. 2. , _T. .h, e parties intend to. en,qa,qe in th, e fore.(:loin.q ne.qotiatlons in a coa_]lltion I~ar,qainin,q process with all
other interested represented bar,qainin,..q units, if an_y.;._However, negotiations between the City and
Employee~.O. ,.rganization shall ?,0mmence no. later than Janu,.a.ry !9, 2010, with o.r without participation
9_f.,any other bar.qBJnin.~ unit. The .C.JtV and Emp 0y.e, e Or,qanizato, n shall ne,qotiate ~aith in an
effort to reach a mutual agreement.

9,5.3 If. n9 ~agreement is reached, the.pa~j_,e..~, will fo low the impasse progedures set forth in the City of San
Jose’s Empl0yer-Employee R~elations Resolution (#39367.)__a..nd the Meyers-Mi!ias-Brown Act, The
parties understa,,n.d that this mea,n...S....that, notwith. Btandtn,q any Other provision of ths..a_clreement, the
City w I..have the ri,clht to ..u.nilaterally implement in the event that no aoreement is reached at the
conclusion o,f,.ne,qotlatlons and .mandatory irqp.asse procedures, The parties a,J~,s0 agree that, after
~eclaration of impas,~e with respe~p.!~ to ne,qotiation,s.., over a modification of retiree healthcare benefits,
if the City p.ro_~vldes notificatio,.n, of implemen~;ation, the OE~_.a_nizatton has the [i.qht to en..qa.qe in a
~trtke, or such qt.h_er protected concerted activities on the emp.loyees’ own time provided such other
protected concerted activities do not imp.ede the pe~0..~r, mance of the.., employees’ assi,qned duties.
Protected concerted activiti~_s., shall not include partial s~r_.i.kes (such as refusin.cl to work overtime,
pn.Qa.cl n.q in a slowdown or accepti.n,q some work tasks and .refusing to perfo=rm, pthers), intermittent
strikes and sit-down strikes. The City agrees that a u .nilateral implementation of retiree heatthcare
benefits for fuJure employees shall not be effective before, .J,.ulv 1, .2010.

March 4, 2009
Page 2 of 3
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This agreement is still considered tentative and shall not be considered final or binding until ratified by the
membership and approved by the City Council. This document sets forth the full agreements of the parties
reached during confidential mediation, Anything not included in this document is not part of this tentative
agreement. If this tentative agreement is not ratified b~/ the .membership or not approved by the City Council, the
parties’ positions will revert to the last on- the-record proposals prior to mediation.. The provisions set forth above
shall be incorporated in any successor Memorandum of AgreemenL

I~OR THE CITY: FOR THE UNION:

March 4, 2009
Page 3 of 3
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42.!

:Rhe-pa~es !ntend te-eagage in the fcregeiag~r4-a-eeatitiea
bargaiN~g-~       ’        ’      d.-r~~ag-un!ts~ if any.

Mam.~P:24~Fer-w!theut th~-~pa~]c!p~t!cn e~the~4~,iL--~-he

ARTICLE 12 RETIREE HEALTHCARE FUNDING

t2.1 The City_ and the Em Io ee Or anization a roe to transition from the current partial pro-
funding, of retiree medical and dental healthcare benefits .(.referred to as the ’.’.P_O.!iCy
_rn~t__O p!:e-f_u.ndin.q of the.ful!,A.nnua! Required Contribu.tjon (ARC) for the retiree
healthcare~an ("Plan"), The transitlqn shall be accomplished by_phasing into fully
funding_the ARC over a period of five (’5) years be.qinninQ June 28, 2009. The Plan’s
initial unfunded retiree healthcare liabilit shall be fu!!y_~0~ized oy..~r ~
period so that it shall be paid by June 30_~203._0..~closed amortization .LAmortization of
ch_b.~ges in the unfunded retiree heaRhcar.e liability other than the initial retiree
h~lit e, , ains losses chanes in actuarial a~shall be
determined by the Plan’s actuary, The City and Plan members (active emptovees~
~~A~.�,.Jn th~ rail9 .£~Frer~t!y provided under Sectior]_~.,~;380
1 and 3 of the San Jose Munici ~~butions for retiree

medical benefits shall be made by the City and members in the ratio of one-troche,
C~o...n._~[.[b~!.9~or retire dental ben fit #ha!l_be made by the City and.
ratio of eight4o-three, When determin~ntribution rate#_for the Plan the Plan
actuary shall continue to use the Ent .ry Age Normal (EAN) actuarial cost method and a
,discount r_ate consistent with ~din~.g~elicv fo[th.e Plan as outlin.e.d..in this Article,

March 4, 2009
Page 10~ 3
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12.2 The City and the Employee Organization further a_gree that the Muntcij~al Code andlo~
~lan documents shall be amended in accorda0_ce with the abqve a~ent
and that the E.mployee Organization will support such amendments.

j2.3 It is unde.rstood that in reachin_.g_~this__~r~ement, the parties have been informed bv cost
~repared by..the Federated City Employees’ Retirement System Board’s
actuary, and that the actual contribution rates to reach full .p_re-funding of retiree
healthcare will differ, The phase-in to the ARC shall be divided in~
straight, line method), ea.ch to be effective on the first ~eriod of the Cit~
in each succeedin ~_e f~r~.~i~rement of the I~.h_~se-in shall be effective on June
28 2009. It is understood that because of changes resultin.cl from future actuarial
valuations the amount of each increase may vary u_p_.~ard or downward. The ~
~ganization agree that the Plan member cash contribution rate shall not
have an incremental increase of more than ,75% of pensionable Kin each fiscal ~
~~.b_.c0ntributLon r~t have a.~.i.~_r_emen~a! !n~;[.e~..e_ o~:m~re than
,75% ofj~ensionable g.0..Y, in each fiscal year. For exam~mbers’ contribution
.r.ate is 4% of_l~ensi~.Dable pay, the..subs~._~uent fisc!! year~.s_.¢ontribu;t!onrate foF.r.etir~ee
healthqare ~annot exceed 4,75% of pensionable a . Notwithstandin the limitations on
the incremental increases b theend oftheflve ear ~heCit and lan

provided under Section 3.28.380 ~San Jose Municipal Code.

12.4 .T.he..City will est~b!is_h.a ~u_a!i~!e.d. tr~t .(~Tru~ before J.L!.~_e,.~. 201(~,...~.~.t!! such time as
a Trust is established, .tb~ City_and employee contributions under this agreement shall
be made into the existin~ Medical Benefits Account for as/~r~g,~he contdb~ti~r~...~..~e.
~_.d.e!~t~,the Medical Benefits Account~ in accordance with IRS limitations, if the Trust
is not established prior to reachin,q the IRS limitation, the parti_es a,qree to meet and
discuss alternative funding_ vehicles,

12.5 tt is the obiective of the parties that the Trust created pursuant to this agreement shal!
become the sole fundin..q, vehicle for Fede_rrated retiree_hea!thcare~ benefits, subiect to any
I_eg_~t restrictions under the current plan, or other applicable law,

ARTICLE 3 AGREEMENT CONDITIONS

3,1,5 Healthcare Cost Miti.qation,

3.t,5,1 Notwithstanding any other provision of this Agreement the pa.r!_i~_s., ag.ree to
commence_:.m~.i.r~,qand conferrin between Janua~0, and January
2010 on retiree healthcare benefits for future employees and a medical
retm_bursement ~ram for future retirees,

3.1,5,2 The parties intend to en.q8,qe in the forefloing ne,qotiations in a coalition
bar,qainin9 process with all other interested represented.ba_r.cl_ ~ir~!Bg_~~
However;, .negptiatio~s_between.the City_~d._E_~lolo¥~nization shall
commence no later than January 19, 2010 with or without participati.on o_.~f a ~

Page 2 of 3                  /
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other bar ainin unit. The City and Employee .O.rq~nizatjo_D._n shal ne,qotiate in
.~ood faith in an effort to reach a mutual ~ent,

3,1,5,3 If no a re~n_.t is reached, the parties will follow !;h.e__i.i.i.i.i.i.i.i.i~as.se procedures__s.~et
forth in the City. of San Jose’s.Em__ployer-Employee Relations Resolution
~~-Milias-Brown Act. The parties un~!erstand that this
means that notwithstandin,_q any otherl:)rovis~on of this a.qreement the Cit wile
have the rl.r.r~ht to unilatera!ly implement in the event that no a_g.Ee~ment is reached
at the.~.Q~.!u~Lor~, of ne.qotiations and mandatory iml~asse Pr0ced.ures. The City
agrees that a unilateral iml~!ementation of retiree healthcare benefits for future
em__..ml~__/~lo re~.~.._s._..h..~.!!.n..o_t be effective before July 1,2010.

This agreement is still considered tentative and shall not be considered final or binding until
ratified by the membership and approved by the City Council. This document sets forth the full
agreements of the parties reached dudng confidential mediation. Anything not included in this
document is not part of this tentative agreement, ff this tentative agreement is not ratified by the
membership or not approved by the City Council, the parties’ positions will revert to the last on-
the-record proposals prior to mediation. The provisions set forth above shall be incorporated in
any successor Memorandum of Agreement.

FOR THE CITY: FOR THE UNION:

/



CITY OF SAN JOSE AND ASSOCIATION OF MAINTENANCE SUPERVISORY
PERSONNEL
MEDIATION TENTATIVE AGREEMENT

RETIREMENT

The City and the Emp~antzation agree to transition from the current part!a!.pre~
of retiree medical and d~nta! he_a_!tb.care..b.e.nefits_~_e~rr~d.t~ as the
~ of the full Annual Required Contribution ~the retiree healthcare plan
The transition shall be accom.p.!ished ~by phasi._ng .jr~to,fut!v_.f_u_nd n.q the !~RC .over a__period of five
5 ea~innin.qJu~ 28, 2009. "t-be Plan’s initial~unfunded retiree healthcare liability shall
be fully amortized over a thlrt ear eriod so that it shall be aid b June 30 2039 closed
amortization).,. Amort!zation of.chanqes !n the unfunde_.d,.~tiree healthcare liab!!.ity other than the
initial retiree healthcare liability (e,.q, gains losses chan es in actuarial assum~
be determined by the Plan’s actuar~ and Plan members ~active em~shal~f
contribute to fundin the ARC in the ratio currently_p_.Egvided under Section 3.28.~
~ of the San Jose Muntci ~11 contributions for retiree medical benefits shall
be made .by th~.C!ty.and m~b_~.r~.!n .the...(at!o..~f_on~:t~o.r]~,_. ~ontribu~i~rtsfor..r~ dental
benefits shall be made b the Cit and members in the ratio of eight*to-three, When
determin n.L~ the contribution rates for the Plan the Plan actuar_cy_ shall continue to use the Entry
A ~ actuarial cost method, and a discount rate consi.__s_te__nt ~!th_th_~e pre-funding
~the Plan as outlined in this section,

The City. and the Em~anization further agree that the Municipal Code and/or
applicable plan docu___ments shall be amended in accordance with the above agreement and that
~o.o.o.o.o.o.o.o.o.~. Or anization will su oll such amendments,

It is understood that in reaching this agreement, the parties have been informed by. cost
~ t eh Federated Cit Em_~..J_Oy~__e_s~..,l~etire.me._nt..Syst~.~oard’s actua~
that the actual contribution rates to reach ful! pre-funding of retiree healthcare wilt differ. The
l~hase~i.i3 t~ ~th~ ~C. ~hall..be..~ivided ir:!~e_f.iye. St .e_!~.s_ .(L~ing _a...s._t_r_aJ~~),.~.h...t~ be.
effective onthe first pay period of the Citvls fiscal .year in each succeeding, year. The first
increment of the phase-in shall be effective on June 2~2009. It is understood that because of
~chan.g~_.,r.~.U_!~{_ng.f!~.o_~_,fut~r_e_~t~tsr!a.!_.~a!~_atior]~,.,.the amount of each increase may va~
upward or downward, The City and Em to~~ee that the Plan member cash
contribution rate shall not have an Incremental increase of more than ,75% of _/oensionable J2~_Y
in_ea._ch fis_c.a!vear and theCit.jLy~a~h..cg_~tr.i.bu~i._o_=n rate shall not have an incremental increase of
more than ,75% of 9ensionable ~ in each f~r examp!e~ if !h.e. me.mbers’
contribution rate is 4% of ensionable a the subsequent fiscal year’s contribution rate for
retiree healthcare caDr~q! ~.ed,._4.,_~5%,~f~pen~ionab!~loa~y,.~ Notwithstanding.the li~itat!.~__o._n_
the incremental tncre~ the end of the five ~e-in the Cit and lan members sha~li
be contributin~ the full Annual Required Contribution in the ratio currently_provided under
Section 3.28,380 C 1 and 3 of the San
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CITY OF SAN JOSE AND ASSOCIATION OF MAINTENANCE SUPERVISORY
PERSONNEL
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The City wi!!_~s~t~b!j~._h_~._~t.~.~!ified trust (’iTrust"} before June 27, 2010. Until such time as a Trust
is established the Cit and emplovee contributions under this.agreement shall be made int~.~he_
existin.q Medical Benefits Account for aS l~.n~ th~:~ntr!b~t!.9~_~.an be..mad.e.into the Medical
Benefits Account in accordance with IRS limitations, tf the Trust is not established ~0rior to.
reaching the IRS li__mitation, the parties a.gree to meet and discuss alternative fu~.i.D.g.,yehicles.

.It is,. the ob_Le_q.tive of the parties that the Trust created pursuant to this a.a_,qreement shall become
the sole funding_vehiclefo[ F~e~e.c! [etiree:.healt~are benefits, ~ubJect to any te.qa_l
rest_rbttons :unde[ th~:c~urrentplan or other ap_p_licable law.

The parties a,qree to commence meetin.,q and conferring between January 1,2010, and J.a_nu_~
19 2010 on retiree healthcare benefits for future .e_.m._pJ_oyees and a medical reimbursement
~ future retirees,

~’..h_.e.9.~[~iff~]~t~e_n~ .t~.~nga~.[_n_~_~e__!~’~ ng n~_o_~iations in a__c_~!.t!0n~ b~.r~rocess with
at! other interested .represented bargaining unit~jt~_s if any. However, ne,qotiations between the
Cit and Em Io ee Or antzation shall commence no later than January 19, 2010 with erwith~
~ation of an__y_ other bar~ unit. T_.he Cit and m Io ee Or anization shall negotiate
in ,qood faith in an effort to reach a mutual a,qreement.

~f no_..~_Q_~greement is reached, the parties will follow the impasse procedures, set forth in the City of
San Jose’s Em~ Relations Resolution (#39367) a_nd the Meyers-Mifias-Brown
Act. The parties understand that this ~_~tl~.~...~i~y~vi!.l._h_.a..y~th~
im...~.plement in the event that no a_greement is reached at the conclusion of negotiations and
m.a.D~!.a~o~v, imp~ss~.p~ed~res. The Ci’~y.~gr~.__e.s that a unilateral implementation of retir~:
healthcare benefits for future.emp___lp_vees shall not be effective bef__o[~_~!~!y..~!, 2010.

This agreement is still considered tentative and shall not be considered final or binding until
ratified by the membership and approved by the City Council. This document sets forth the full
agreements of the parties reached dudng confidential mediation. Anything not included in this
document is not part of this tentative agreement, ff this tentative agreement is not ratified by the
membership or not approved by the City Council, the parties’ positions will revert to the last on-
the-record proposals prior to mediation. The provisions set forth above shall be incorporated in
any successor agreement.

FOR THE CITY:
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CITY OF SAN JOSE AND CITY ASSOCIATION OF MANAGEMENT PERSONNEL
MEDIATION TENTATIVE AGREEMENT

RETIREE HEALTHCARE FUNDING

~ and tl~e..~mp~nization a,qree to transiti0n,[(£m the current artial re-fundin
of retiree medical and dental he~31~thcare benefits.{referred to as the" olic me hod" to re-
-he f_U!! .Ar~~ Contribution fARC)~forthe retiree healthcare lan "Plan".
The transition shall be accomplished bv~q int0..fu.lly funding the ARC over a_ period of five
.(5) years be,qinnin~09. The Plan’s initial unfunded retiree healthcare liability_shall
b_b_e ful!~,srn##i~e#...£v.e[ ~a thirty year period so that it shall
amortization.), Amortizatio_n of chan~e unfunded retiree healthcare tia’bilit3Lother than the
initial retiree healthcare !i~bi!i.tv..(#,.q,.gL.ains, losses, changes in actuarial assur~p~
be determined b_y. the Plan’s actuary_. Th.~..Cj,tyand Pl__a~active em~
contribute to fundingthe AR~ in. t~3e_e_.~tio currently provided under Section 3.28..8~,380 C~
~ of the San ~!o.s.~..M._..#.~.#jpal Code, Speciftcally~l~utions.for retire~ medical benefits shall
be made _~y__~_he Cit and members in the ratio of one-to-one, Contributions for retiree dental
benefits shall be made_by, the Cit ay_O.0_d_d members in the ratio of e_e_Lght-to-three. When
determinin the contribution rates for the Ptan. the P.!a~r~.actuarv. shall continue to use the Er, t~
~ actuarial cost method and a discount rate consistent with the. p..r.e.~[undi_d~Eg
p.o!ic.v, f#r.the Plan as outlined in this section.

The City and the E~mloloyee,~r~n further a.~ree that the Municipal Code an#!_£.r.
~e___ptan documents shall be amended in accordance with the above a_g.reement and that
~antzation will supl~ort such amendments.

It i~s understood that in reachin~e.rnen,,t;, the I~arties hav___e, been informed b_y_ cost
estimates re ared b the Federat~~ees’ Retirement S_..ystem Board’s actuary a~nd,
that the actual contribution rates to reach full re.P..Le.c~nd!~.q.0~ retiree healthcare will differ, The
phase-in to the ARC shall be divid~e_.s.Le~ai,qht line method e).~.~.h to be
effective. ~n tb~iod of the C__C.~’s fiscal .year in each Suc~eedJn~.y~ar. The first
increment of the phase-in shall be effective on June 28,..2009 It i~s understood that because of
~ from future~,ar~ia!._y.a!uatio.ns the amount of each increase ma~
u.u_~war_d.0r downward, The Cit and Employee Or,.qanization a_g.ree that the Pia.__~n member cash
contribution rate shall not have an incremental increase of more than ,75% of pensionable
in each fiscal.y~ the City. cash contribution rate shall not have an i.Dcremental increase of
more than ,75% of 9ensionab~ in each fiscal year. For
contribution rate is 4% of pensionable..p,ay,..~t.h~..~...u_~nt fiscal year’s contribution rate for
retiree healthcare cannot exceed 4,75% of pensionable pay. Notwithstanding...th.~...!.i..r~i.!~a_tions o_.___gn
the incremental incr_____eases, by the end of the five year p._hase-in, the ~!t_ a~a.~d~lan memb___~ers shall
be contributing the full An_n_.uat Re~uir~e~!..C.o._ntribution in the ratio currently, provided under
Sectio.n 3~.~8..380 C ! and 3 ofthe San Jose Municipal Code.

The City will est~btish ~ g#alified trust ~ before June 27, 20!0, Until such time as a Trust
is established~pioyee contributions under this _agreement shall be made into the
existing Medical Benefits Account~for as long the contributions can be made into the Medical
Benefits Account in accordance with IRS limitations, If the Trust is not established prior to
reaching the tRS limitation, the~ree to meet and discuss~nd~
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It is the gbje. rCtive of.t!~e 13.a~i#.S ~~_~t~..£[_e__.a.tp~ pursuant to this a,qreement shall becom~e
~vehicfe for Federated retiree healthcare beneftts~sub_ject to an ley_[e,g~
restrictions under the current p.,.!an, or o.ther app_[i£.a_._b!._e__J~w,~

~s a.qree to commence meeting..~.d, conferring between Januar 1 2010 and Januar
19 2010 on retiree healthcare benefits for future em IJ2[O_.yees and a medical~reimbursement
pro.qram for future retirees.

The parties intend to enrage in the fore,qoin,.q ne,qotiations in a coalition bargaining pEo.~ess with
all other interested represeDted ba[gainin#, units,.~i[ .a_n~, _..~H.0_.W_.#.yer.,.:negotiations between the
~~ee Or,qanization shall commence no later than January 19, 2010 with or without
~ation of any. other bar~ unit. The Cib! and Emp!.oyee O[.claniz_etion shall ne,qotiate
in__good faith in an effort to reach a mutual .a,qreement,

If no agreemffn.t_ i~ .[ea~gb.#d,. the parties w~il!_f#!l£~the im asse rocedures set forth in the Citv._g_f
San Jose’s Em_E.l£ylo er-E..mployee Relations Resolution (#39367) and the Mevers-Miltas-Brown
Act, The.parties understand that this means that the Citw~ have the ~~
~t in the event that no a_g.reement is reached at the conclusion of ne.qotiations and
mandatorv impasse procedures, The City a..q_rees that a unilateral Implementation of retire~e
healthc,~e[e, #e.ne~fits for future em IJ~_gyees shall not be effective before Jul~

This agreement is still considered tentative and shaft not be considered final or binding until
ratified by the membership and approved by the City Council, This document sets forth the full
agreements of the parties reached during confidential mediation. Anything not included in this
document is not part of this tentative agreement, If this tentative agreement is not ratified by the
membership or not approved by the City Council, the parties’ positions will revert to the last on-
the-record proposals prior to mediation. The provisions set forth above shall be incorporated in
any successor agreement.

FOR THE CITY: FOR THE UNION:
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CITY OF SAN JOSE AND INTERNATIONAL BROTHERHOOD OF ELECTRICAL
WORKERS, LOCAL NO, 332
MEDIATION TENTATIVE AGREEMENT

ARTICLE 25 RETIREE HEALTHCARE FUNDING
(Current Article 25 and subsequent articles to be re-numbered)

25,t The C ty._~.d...t,he Unioh a.qree to transition l~ro_ _m..,.t~..~grrent partial pre-fundin,q of retiree
Medical and dental hea thcare b,~.ne.fits (r~ferred to as the "policy. method’.~).~t.0._p.~,e.-~t~u_.n._~!.~g.
~.ua~l_Required Contribution J.~.~_~.._fgEt.he. ~ret!ree healthcare plan ("Plan"),
The transition shall be ac~om[oltshed by 10hasin~ into fullv_~!~d,i~,Cl the ARC over a period
~5)Yes~..s.be.qinnin.q June 28, 2009__._.~, The P!~’.s initial unfunded retiree healthcare"
liability shall be fulty.am,..0rtized over a thirty year~l~.~.r_~..d,.,S.O...lhat it shall be paid by June
_3(~.,~2~),39 (�!osed amortization ,)_~m~rtization of changes in the unfun~_.~.~..t.i,..ree,
heatthcare liab!.!!~ty other than the initial retiree he~!~care liability (e,g, ,qains, losses,
.changes in actuarial assum~t_!ons, etc.) shall be determined by the Plan’s actuary, The
~n~mbers (active employees)_.~ha.I! �..~.~trtbute to fundin,q the ARC in the
ratio currently provided under Section 3.28,380 (C) (1.)_a_._~n,d.,,...(3) of the San Jose Municipal
~y, contributions for retir~.medicat benefits shall be
and members i~ the ratio of one-to-one, Con~ bu_tions for retiree dental benefits shall be
made by the City a__n~_.~embers in the ratio of eight-to-three, When determinin,q the
contribution rates for the Plan, the Plan a.ct.,u~.r.y, shall continue to use the
Normal (EAN) actuarial cost method and a discount rate consistent with the pre*fundin,q
~fer t.he Plan as outlined in this A.rticle_.._~

25 2._~_T.h.8.C.ity and the Union furth~,r.~,,a, gree that the Municipal Code and/or 81o#!!6ab[~.plan
documents shall be amended in accordanc~ with the above agreement and that t_b~
Union will support s.qch amendments.

25.3 tt is understood.that in reachin.~ this a.clreement,.~...he parties have been informed ~
e_~s.t!.~.at~s prepared by the Fed..e_,~ated City Employees’ Retirement__~yetem Board’s
~a!~,~hat the actual contributio~n rates to reach full pre-fund~
healthcare will d!ffe.~,..~he phase-in to the A~RC .,s.ha!.l be divided into five step~
~ethod), each to b~effective on the first pay e~.d..of the City’s fiscal year
in each succeeding_year. The first increment of the phase-in shall .b_e__e.ff~_gtiv~on June
28,. 2009. It is understood that because of changes re..s..u!tin._q from future actuarial
valuati..o....n..s, the amount of each increase may vary upward or ,d~y!nward. The City and
Employee Org~nization agree that th,e._P~p ~member cash contribution rate,sh_.~f!g~t
have an incremental incisive of more than .75% of p,en~.i,o,.nable pay in each fiscal year
and the City cash contribution..rate shall not have an incremental increase of more than
,75% of pensionab!_e pay in each fiscal y.~_a_r_,_.,.~or.example, if the members’ cont[ib~t~ion,
rate is 4% of pensiona~p~y, the subseqdent fiscal year’s contribution rate for retiree
health~a.[.e..cannot exceed 4,75% of pensionable pay. Notwi~tb_s. ~andin,q the limitations on
the incremental inc_q.q~ases, by the end of the five, .year phase-in, the City and plan,
_~_m__bers shall be con~.~t~!~,_q the full Annual Require~. C,,.~gntrtbution in the ratio currently
provided under Section 3.28,380 (C l~g (3) of the San Jose Municipal Code.

25,.___4__44T.h~.Citv will establish a q~alif.ied trust ("Trust") befor___~e~pne 27, 2010, Until such time as
a Trust is established, the City and em_l~,..!oyee contributions under this agreement shall
be made into the existin.q Medical Benefits A~_~punt for as Ion,q the contributions can be
made into the Medical Benefits Account in accordance with. IRS limitations, If the Trust
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CITY OF SAN JOSE AND INTERNATIONAL BROTHERHOOD OF ELECTRICAL
WORKERS, LOCAL NO. 332
MEDIATION TENTATIVE AGREEMENT

is not esta~!i!ih..ed prior to reachin,q the .!Rs limitation, the_pa.rties a,qree to meet and
discuss alternative funding vehicles.

2.5.5. It is the obie.9!!ve of the parties that the Trust created pursuant to this agreement shall
become the sole funding y.ehicle for Federated_retiree healthcare be_n.efits, subject to any
le..qal restrictions under the current plan,..p.r other applicable law.

ARTICLE 9 FULL UNDERS, T, ,A, NDING, MODIFICATION AND WAIVER

.9.5 Healthcare Cost Mitigation,

g.5,1’ Notwithltan_~dl_n_g any. other provisior~.of this A,qreem~ent the parties a,qree to,
c___ommence meeting and .cg.nferrin,_q between,,. January 1, 2010, and ~January 19,
2010.__o._.rt..Eetiree healthcare benefits for future e.m..ployees and a medicinal
,reimbursement pr6grarrLfor future retirees.

9,5.2 The parties intend to en,qa,qe in .t_.h_~,fore.qoin,q negQ,tiations in a coalition ~
!~rocess with all other interested represe..n.<t.ed bargaining units, if any. However,
nego.tjations between the City and Union shall commence no_!g:!~r_.than January
.19, 2010 with or_~!t!7~ut participation.of any other ba[gaining unit, The Cit~L a_+~nd
Union shall nt~,qotiate in good faith in an effort to reach ~.mutual agreement.

9.5,3 l.f. no agreement is reached, the parties, will follow the,. i,m,. passe procedures set forth
in the__ City of San Jose’s E,mp!oyer-Emplp, yee Relations ~esolution (#39367) and
{h-eMeyers-Milias-Brown Act. The,parties unders,,,tand that this means tb~.L
,notwithstanding any, .other provisior! ,9,fthis a,qreeme,~t, the CIty will have the ~
to unil,a,..t~ral!y implement in t.q..t~ event that ng agreement is reached at the
conclusion o,,,,f...ne,qotlatlons and mandatory impasse procedures. _~_h_e_C.i!y a~rees
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tha.t., a unilateral im.plementation of re, t,iree healthcare benefits for futu__~m employees
shall not be effective before,, July 1, 2010~

This agreement is still considered tentative and shaft not be considered final or binding until
, ratified by the membership and approved by the City Council. This document sets forth the full
agreements of the parties reached during confidential mediation. Anything not included in this
document is not part of this tentative agreement, ff this tentative agreement is not ratified by the
membership or not approved by the city Council, the parties’ positions will revert to the last on-
the-record proposals prior to mediation. The provisions set forth above shaft be incorporated in
any successor Memorandum of Agreement.

FOR THE CITY: FOR THEUNION~,
’)
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CITY OF SAN JOSE AND MUNICIPAL EMPLOYEES’ FEDERATION
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IARTICLE, 15 RETIREE HEALTHCARE FUNDING
(Current Article t5 and subsequent articles to be re-numbered)

~~.n_.d_.f~h~...~pl~yee organization a.qree to transition from the..
fundinq of retiree medical and dental hea th~.a.._r~e__~er!e.[i.t..s...(referred to as the "policy
~’) to. pre-funding of the full Annual Required ContributiQr~.. (ARC).~orl the.re!i_r.ee
health,care plan ("Plan"). The transition~sha!f.be~_a...~.~pm!~lished by phasing into fully
fun~.i.n~g the ARC over a period of five (5) years be,qinningJune,2~8.~20O9,...~The P!~.’S.
initial unfunded retiree hea!t,hc~,r,~._!!abili~yshall be ~ullv amortized over a thirty year
period so that it shall be paid by June 30, 2039 (closed amortization). Amortization of
.chan.qes in th~e~_qqf_~d~d~retiree healthcare liability other than the initial retiree
healthcare liability (e.g, gains, loss__._e~s,__~_h.~g~ i,n actuarial assum!~tions, etc.) shall be
determined by the.Plan’s actuary, The City and Plan mere. ~b..ers (’active eml~lovees) shall
contribute to fundin_~q_thff.~R~ in the ratio currently provided under Section 3.28,380
.(1 )’and (~3)..of the San Jose Municipal Code, Spec fi____cal.l.y,, contributions for retiree
medical benefits sha!!.~.be made bythe City and members in the ratio of one-to.one__.._______~,
Contributions for retiree dental benefits s=ha,!! be made by the City and members in the
ratio of ei.~ht-to-three, When determlnin,q the contribu~ion~..r._ates for the Plan,the Plan
actuary shall continue to use the Entry.A_~e Normal (EAN) actuarial cost method and a
discount rate consistent with the pre-funding p_o_!i#y.~for the Plan as .outlined in this Article.

15.2 The City and the Employee Or,qanizat___i0n furt.bff~..._a..qree that the Municipal Code and/or
ap#!!cable plarL.d_ocuments shatt be amended in accordan£~,w!th the above agreement
and that the Employee Or,qan Zatior~._Wj I Support such amendments,

15.3 It is understood that in reaching this a.qreement, the p_~rt_~_s_have been informed by cost
estimates prepared by the Federa,te_.d.�_.ity Employees’ Retirement System Board’s
actu~r’!.and that the actual contribution rates to rea_..~cb...f.ull pre-fundin,q of retiree
healthcare will differ. The pha~o_t_!~e..ARC shall be divided into fiv~
str_~.Lqht line method), each to be effective on the, f~ir,~t pay period of the City’s fiscal year
in each succeedi . ear~ The first increment of the ph_a~,e_-in shall be effective on June
28, 2009, It is understood that beca...u,~se of chan,qes resultin,q from future actuaria,!
valuations, the amount of each increase m_aYy~W..upward Or downward, The City and
Employee Or,qa_nization _a_g_ree that the Plan member cash co~n_t~ibution rate shall not
have an incremental increase of more, than .75% of pensionable pay in each fisca, I year
~r~d.th~, City cash contribution rate shall not have a~,n,,.i.nc.rementat increase of more than
.75% of pensionable pay in eac_.q~h..t~!.~a! year, For example, if the
rate is 4% of pensionable pay, the subsequ.e ~n..t..fiscal year’s contribution rate for retiree
healthcare cannot exc,.~.ed 4.75% of pensionable pay. No.tw...!t~standln,q the limitations on
the incremental increases, by th, e, .e,.~d of the five year phaSe-in, the_C.i_ty .and I~la~
members shall be contr buting.the full Ann~!,..,Reclulred Contribution in the ratio curren tt.J.y
provided under Secti ,qn. 3~...2,~.._380 (C) (1) and (3) of the San J ,o, se Municipal Code,

t5:4 The City wil! establish a qualified trust ("Trust") before_June 27, 2010, Until such time as
a Trust is establishe__d~ the ~!ty.and employee contribution__s under this a.qreement shall
be made into the extstin,q Medical Benefits~A, gcount ~or as Ion,q the c,o tributions c be
~ade into the Medical Benefits Account in acco~r~_a.,,£.~e with IRS limitations, tf the Trust
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is .not e~;tablished prior to reaching th.e...!.RS limitation, t.he parties a.qree to meet and
discuss alternative funding vehicles, ’

It is the 9J~jective of the p~rties that the Tru,st created pursy~nt to this a re_g.r.~D_~e, n~,~J3~!_l
become the sole f .u, ~.d.,[n,q vehicle for Federated retiree healthcare .,b..e.nefits, subject to any
le.qal, restrictions under the current p an,. pr other appli~a.I;~.le law..

ARTICLE 3 AGREEMENT CONDITIONS

3,1,5 Healthcare Cost Mitipation,

3.1.5.1 Notwithstanding any ot~[.provision of thi~...A..,qreement, t,.he parties a,qree to
.gommence meeti .ng and conferr.n.g ..betweel] Ja~..ua.ry. ~! .2010,and January t9,
2010 on retiree healthcare benefits for future employees and a medica[
reimbursement pro,qram for future retirees...

The part!e~_intend to en_qa.qe in the for.e,qoin,.q ne,qot at!ons in a coalition,
~r.qainin.q proc.~ss wlth-aitOth, er interested r.epresented bar,_qa ning units, if any.~
However, ne,~ot ation~,.between the,. C..jty and Emp.Joy~e Organization_shall
commence~ n~.e later than J..~.nuary 19, 2~!..0 with or without participation of ~
pther bar,qainin,q unit. The City and Employe.e Or,qanization shall ne,qotiate in.
,qood faith in an effort to reach a mqtual aQreement~

3.1.5.3 If no, agreement is reached, th ,e._,parties will fol!,o,,w the impas.se..pr.p.cedures set
forth in .t._he city of san Jose’s Emp!.O..yer-Employee Relations Resolution
.(#39367) and ,the Meyer~i.ias-BrowrLACt. The parti,es understand that this,
means, that, notwith.s,~tandin.~ any ~her provision .o~f this a.qreement,, the City will
have the ri!;;Iht to unilaterally lmple~,.ent tn the event that no a,qreem=e.n.t is reached
pt .t.,he conclus on.of ne,qotiati.0ns and mandatory impass~ procedures, The City.,
agrees that a unilaLerat tmpleM~!;atlon of retiree healthcare benefits for future
,e.mployees shall not be ,eff.ective before July 1, 2010.,
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MEDIATION TENTATIVE AGREEMENT

This agreement is still considered tentative and shaft not be considered fir~al or binding until
ratified by the membership and ,approved by the City Council. This document sets forth the full
agreements of the parties reached during confidential mediation. Anything not included in this
document is not part of this tentative agreement. If th~s tentative agreement is not ratified by the ’
membership or not approved by the City Council, the parties’ positions will revert to the last on-
the-record proposals prior to mediation. The provisions set forth above shaft be incorporated in
any successor Memorandum of Agreement.

FOR THE CITY: FOR THE UNION:
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CITY OF SAN JOSE AND CONFIDENTIAL EMPLOYEES’ ORGANIZATION
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ARTI~CLE 26 RETIREE HEALTHCARE FUNDING
(Current Article 26 and subsequent articles to be re-numbered)_

26.1 The Cityend.~_h..~E~anization~.~gree to transition from the current ~
funding, of retiree medical and_~ental healthcare benefits Lrefer.r..e..d t_o.,.. s_ t_b.he "policy
method"~th_.e.e full Annual Re ul~bution ARC for the retiree
healthcare lan "Ptan". The transition shal!..be..accomplishe___~d by l~hasing int0_f_u!!v
funding.the ARC over a £~r!f~.d of five...(._5_)_vears begin~une 28, 200~9, The Plan’s
initial unfunded retiree healthcare liability shall be fuzzed over a thtrt~LyearL#~_~riod,
s_go that it s~ne.3_0~...2039__~ortizatton~ortizat on of chan~
the unfunded retir,e,,~ h#atthcare liability_ other than the initia.____~t.ret!ree, heafthcare liabi!it..y_ e(.~.,
gains., tes,...se._s~in actuarial assum~ shall be determined b_y. the Plan’s
actuar . The Cit and Pt ~.m~’mbers (acti___ve employ~all contribu,te to fundtn,q th~
ARC in the ratio.,..c.urre.~v_ided under Section 3.28,380 (~)_(1) and~
Municipal Code. S ecifically, contributions for retiree medical benefits shal~ be made by.
the City_ and members in the.ratio of one-to-one. Contribution~ree dental benefits
~ the City and members in.t.he [~3(.i~ of ei~ree. Wh~
the contribution rates for the,..Plan the Plan actuary_.~hall continue to u.s...e the Entr~
Normal (EAN) actuarial cost method and a discount ~t nt with the re-fundin
P.,#,!i£y.~f£r the Plan as outlined in this Article...

26,2 The Cit and the Em !o ee Or.qanization further a.qre.e that the Municipal Code and/o~r
~an documents shall be. am.e.n.d.ed_ in accordance with the above.a, r~ment
and that the Emplo~nization will support such amendments.

26,3 It is understood that in rea_c.b!_9.g~.t.~.i~ ~ parties have been ~
estimates~pret~ared by the Federated City Emp!oyee,.s.~o@et.irement System Board’s
,a.~t..~ry and that the actual contribution rat~s.t~ reach full pre-fundin.g, of retiree h .ealthcar_Ee_e
will differ. The phase-in to the ARC .shall be divided into five steps (usinga.s!;[ai.qht line_
method),~ach to be effecttve on the first pay pe_riod ~f_t!~_City,s fiscal year in each
succeeding_year. The first increment of the phase-in shall be effective on Jun~.2.8,..2009.
It is understood that because of chan~es resulttn,q from future ac.~.H~!ia! valuations t.Jb.~he
arn_o..Ul~t.,~ each tnc~ward or downwa.rd. The City_ and Em~
_O._Lqanization a_g.ree that the Planmemb~r ;ash contribution rate shall not
incremental incr.Eease of more than ,75% of pensionable 9_a.v in ea~b fisc~al_year and the
~it’,/cash. ~ontribution rate shall not have an increme!~t~_!.!n.creas_e of more than ,75% of
pensionable ap_._~LL~e~h fiscal ear. For exam le if the members’ contribution rate is 4%
of penslonable~ t~he subsequent fiscal year’s contribution rate .[o[:..mtiree healthcare
c_.a_an.~t exceed 4,75% of p_.~sionable ~N_otwiths_~,_r!_din~mitations on the
incremental increases, .by, the end of ~phase-in, the City a..n..d....~!.@~_.members
shall be contributin_~q the full Annual Recluired Contribution in~tb~._r:atio c~rovided
under ,.Section 3.28.380 (C) ~l)_~.~_,d. (3).o~the San Jose Municigal Code,

26.4 The C~itY.Will esta..b!ish a qualified trust ~.rust,) before June 27, 20t0, Until such time as
a Trust is established, the City and emp!oye.e_con~ibutions under this a,q. reement ~hall be
made into the existin.g Med!cal Benefits Account for as long the contributions.~an be
a~to the Medical Benefits Account in accordance with tRS limitations, If the Trust is

March 4, 2009
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26.5

not___e_stablished_prior to reachin,q the IRS limita_t[o_..n., the parties_.aqr_~#.to meet and discuss
.alternative fundin,q vehicles.

It is the objective of the parties that the Trust creat~d.p~jmuant to t_his agreement shall
become the sole fundin.q_veh cle for Federated retiree healthcare benefits, sub_jg_ct to anM
l_e‘#._a.!_r_estricti__ons under the current Ip_J.~., or other applicab,!e law

ARTICLE 4 FULL UNDERSTAND~_D_IFICATION AND WAIVER

4.6 Healthca[e, _~0st~

4,6.1 Notwithsta..,ndir~g._~nLp.t_h.fl~..provision of this Agreement, the~ie__s agree to
.commence meeting and conferring between January 1, 2010,..B.~d_ January_ 1~
2010, on r~tireel healthcare benefits for future employees and a medical
reimbursement Program for future retirees,

4,6,2 The parties !ntendto p~.qag~j.n__the fore.qoin, nq__~_gotiations in a coalition barga~
pro.6e.~s ~th all other interested represented bamaininn units, if any.
.ne,qotlations between the Cit.y._~nd Emp!oyee, ~aBi.z_ation shall commence no
later than Jar~ua.r_v ,t9,, 2010_g_with or witho~ation of any other bargaining
unit, The City and Employee Organization shall ne.qotiate.!.n..go0d.faith in an effort
to reach a mutual a.~reement.

,4,6,3 If no a.clreement is reached_~_t.b~the parties will follow the. i _mp.a_s.se..~rocedures set forth
in the City_. of San Jose’s Emplover, Em!~!.o_y~_~e!a_~ions _Resolut~
~lias-Brown Act, The parties understand that this means that
notwithstandin~rovision of this agreement.,
to un[!at~[a!!.y im__plement Ln the event that no agreement is reached at the.
conclusion of negotiations and mandatory im~es. ~
that a unilateral implementation .of re~ti_~e~.~hea!th.gm:e ~enefJts fo_Lfuture em~
~ha.!!_not be e_ffeq..tive before Jul~                             ~ ,..
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This agreement is still considered tentative and shall not be considered final or binding until
ratified by the membership and approved by the City Council. This document sets forth the full
agreements of the parties reached during confidential mediation. Anything not included in this
document is not part of this tentative agreement, ff this tentative agreement, is not ratified by the
membership or not approved by the City Council, the parties’ positions will revert to the last on-
the-record proposals prior to mediation. The provisions set forth above shall be incorporated in
any successor Memorandum of Agreement.

FOR THE CITY: FOR .,T~-tE UN!ON" f
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