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RESOLUTION NO. _____ _ 

A RESOLUTION OF THE COUNCIL OF THE CITY OF 
SAN JOSE APPROVING THE TERMS OF AGREEMENT 
BETWEEN THE CITY OF SAN JOSE AND BARGAINING UNITS 
RELATED TO THE CITY'S HEALTHCARE PROGRAM 

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SAN JOSE: 

1. That the terms of a side letter agreement related to the City's healthcare program 
between the City and the following bargaining units are hereby approved: 

a. Association of Building, Mechanical and Electrical Inspectors (ABMEI); 
b. Association of Engineers and Architects, IFPTE Local 21 (AEA); 
c. Association of Legal Professionals (ALP); 
d. Association of Maintenance Supervisory Personnel, IFPTE Local 21 (AMSP); 
e. City Association of Management Personnel, IFPTE Local 21 (CAMP); 
f. Confidential Employees' Organization, AFSCME Local No. 101 (CEO); 
g. San Jose Fire Fighters, IAFF Local 230 (IAFF); 
h. International Brotherhood of Electrical Workers, Local No. 332 (IBEW); 
i. Municipal Employees' Federation, AFSCME Local No.1 01 (MEF); 
j. International Union of Operating Engineers, Local NO.3 (OE#3); and 
k. San Jose Police Officers' Association (POA). 

2. That the benefit and cost sharing changes for executive management and 
professional employees in Unit 99 and other unrepresented employees shall be 
consistent with the terms of the Side Letter Agreement with the City's bargaining units 
related to the City's healthcare program. 
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3. The general terms of the agreement are set out and described in the Memorandum to 
the Honorable Mayor and City Council from Jennifer Schembri, Director of Employee 
Relations dated July 24, 2018, and attached hereto as Attachment A and incorporated 
in this Resolution. 

ADOPTED this __ day of _____ , 2018, by the following vote: 

AYES: 

NOES: 

ABSENT: 

DISQUALIFIED: 

ATTEST: 

TONI J. TABER, CMC 
City Clerk 
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SAM LlCCARDO 
Mayor 
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ClTIOF ~ 
SANJOSE 
CAPITAL OF.sn..ICON W\.Ll..EY 

TO: HONORAB',LE MAYOR 
AND CITYOOi:J:t.JCIL 

SUBiECT: CrryHEALTHC.ARE PROGRAM 

Approved 

.RECOM.MENDATION 

Adopt a ,resolution to: 

CO DNCIL.A GE1\1J) k SID? /IS 
FILE:' 

ITEM: 

Mel11ora'ndum 
~o.I\{[~ J emrifer :Schembri 

a). Approv.e me terms ofa Side Letter Agreemen± (attached) tclated to the CitY's .. heaIthcare 
program hetweyn the City QtSan Jose (City) and the bafgairiing units listed below: 

L .AssQcianun ofBuildin.g, Mechanicfil and. Electrical IDspectoTs (ARMEl) 
2.· ~ciafi9n-DfEngine-ers and.Arch.itects, lFPTE L-oca121 (ABA) 
3~ Associallon ©fLegal .'Pmfesslonals (ALP) 
4; Assoc;iation ofM$nteiiahce S:a.pervisOiy Pe,rsdrind,.IFPTE .Loca12.1 (:AMSP) 
5. :Cny Association 6fM.a:pagem.e.trtPetstmIi.el, WPTE Loca121 (CAlvLP) 
6. Omrjidential Employees?' -Organization, AESCME tocal No. 101 '«($,0) 
7. :San Jose FIre Figb.ters~.IAFF L{:)cal23D CIAFF) 
K International Bl'oiliernooo ofElectricai WDiker~> Local No. 332 (IBEW) 
9. M'!.1:Ili-cipal Empl.oyees' Federa:ti~ AFSClvillLoca1 No. 101 :(lv.fEF) 
10, International Uliion of-Dpera;tip.g Engineers, Loca~ No. j (OE#3) 
1 i. San -TosePolice Officers' AsroclauoI). (PDA) 

b) Approve' benefit &nci cO$(: sharing changes' for executiV·e management and profe..'*lionai 
employees in Unit '99 ',aJid @:tb.errrnrepresen:t.oo .employees consisteni with the terms of the 
Side ~ Agfeetnent with fue City's bargalillng Units related'to the City>s healthcare 
progratl. 

bUTC0ME 

·,A9.0p:f;ioo. of the resolution 'Would modifY the Ciif..s hea1thcare program for eligible active 
e:133,playees' by Creating an. additional cO'st.sharmgmodel to the -current co:st sharing structure. 
Adilitionally; tbe Citt-s hea1th:Gad.'.e progqU;n for eligtDlepart-'tirae-bep.efitt~d.e:inployees. Y;7ould be 
.m.odi,fied tq increase the Glty's oonip,D¢ions ~o the medical plan prt:1J.1ium rates. L~ly) an 
adqitional incentive wGuldbe]'trovi<;1e-d to new e'P'lploye~ Pired in 2-0lE when selecting a 
healtbcare provider. 

DRAFT--Contact the Office of the City Clerk at (408) 535-1260 or CityClerk@sanjoseca.gov for final document. 
Attachment "A" 

mailto:CityClerk@sanjoseca.gov


HONOlLA.B LE MAYOR A"ND CITY C01Th1CJL 
July 24~ 2018 
Subject;. City Healtbcare Program 
f"age20f9 . 

BACKGR01JND 

A, HealthcfLl'e Plans 

The Cjty provide;s fu~ follQwm,g healthcare .medical plar:ts:i:o eligible ac'6v.e empillyees: 

.. Kaiser $3~OOO Deq:ur;tible HMO 

.. Kaiser $i.506 Deductible HMO (Not availab1eto members of PO A and IAPF) 
co Kaiser $25 C.q-Pay pian 
.. . Sutter $2..0 Co-Pay Plan 
.. .sutter $1,500' DedUctible Plan 
.. Blue Shleld $100 PPO (self-insured) 

Employees may ~o be djgible to receive a flat ~ountunder the City's H~l:fu-in-Lieu 
program instead of being covered bY'a City medical p1an if acceptable proof of alternative 
group coverage is provided by the e.rr:Lployee. 

B.· Active Einp(oy.ee Healtiware Cost SJua1Jtg Structure 

Th~ City paYE eighty-fIVe percent (85%) of the pten;rIum:of the lowest priced Non-Dedl.lctible 
HMO Co-Pay plan (cuneri.tly~ the .Khl.ser .$25 Co-Pay pl~) J.ar 'the employee or the .employee 
and dependent cO'verag~ Vithile the ·employee pays 'the remIrinin.g, fiiteen p~rcent (15%). If fue­
employee selects a plan other than the lowest pd~ed,Non-D~dnc:lible HM:O eo-Pay plan} the 
employee pays the difference- between the eigb,ty-:fi;veperoeuiOtS%) of the premiUIll 'Of the 
lowest priced Non-Deduci1ole ID.{O Co-Pay plan paid by the City and the cost of the 
-selected p~.an.. Itshocld be noted; fuafthe premium cost of both the Kaiser $3,000 Deducu"ble 
Plan and the Kaiser $1.500 Deductible Plan fall below S5% oHhiS premi:um cO'st of the 
Kruser $25 Co-Pay Plan and ary fbns available at J),D cost to .employees who .select these 
deductible ·plans. 

Tbi'S cost sharing :stmcture? which is memo:r.ialized in the Memoranda .of Agreements with the 
City's bargaining U:IJits. had the unintended consequence oJ..:drivmg employees to· select plans 
offered by one prOviqe~'. Currently, ;approxim.ately eighty-four percen.t (84%) of employees 
eligible:tor healthcare are enrolled in.8. Kaiser plan. 

C Blue.shield $100 PPO 

Ii120 16,. the City approved :<=l;'self-iI:1:SWoo Blne Shleld:$lOO PPO plan. The Self-Insured 
Medical.Fund Was established in January ;2017 to acoount'for the. City-funcil.ed PPOplan. In 
January 2D1'8. 'aD. approximate $1.'65 million shQrtfuU WE.S estimated in 'fu1s fundfcrr FY2017-
201 '8. This shortfall resulted frooi the combination oflower fuan. projecied .reven.~s due to·a 
14% decline in ero:ollmeirt effective January 2018 and bigher than anticipated claims 
expenditures. Emullmenf in the Blue 'Shield $100 PPO plan is deolinfug rapidly due to 

. escalating co~'ts:. ~d it has.resulted in the need for a Gene~ Fund'subsidy to the Blue Shield 
$100 PPO:pla,nof$J . .65 rpilliDn in· FY20 17-20 18 .and;$3~.o millionm FY2018-201'9 asihe 
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plan costs are exceeding revenue, At this time. it.has been deter:mined that there is no 
im.mediate feasibJe optiop available to the-City to replace the current .PPO plariVirIih a fully 
insured one.. 

D. Refire:e Hell.lth(';a.re 

The-TOe is NO ohange being 'C-ontemplafed for the City's re.tiree hea1:thcar:e program .. Underthe 
City~ s de:fined benefit retiree h.ea1thcare prograrn~ ·'Which is available to current retirees ~ 
well as Tier 1 empl-oyee.s \'1\110 opted to remain. in the pm~ the retirementplans payone­
hundred percent (100%) offue premium Gfme lowest cost.healthcare plan available to active 
employees, which is currently the ~aiser $3,;000 Deductible HMO plan.. Not1:rin.g herein is 
intended to change the curre:q.t defined benefit retiree healthcare pwgrarn, 

ANALYSIS 

In. reviewing .Its options) the City·'s intent is tt) diversify its enr-olhll~nt populations across all the 
available ~ealthcare plans. The JJJ,D:re diversee.irroliment in each of the medical plans \-'1Tould 
improve the City's. ability to atlIact potential medical plan pro'llrj.ders and ultimately serve to . 
enhance the options availa]:}le· to both eligible actiYe .employe4" ~ well as retirees. 

N; noted previously, the curreJ),t cost sharin,g sb.'uctute whereby the City pays eighty-five perrent 
(85%), lima the employee pays fmeen percent (15%) • .offue premium offhe Iowestpr:loedNGu­
Deductible HMO plan fDr the employee 01' the mnployee ana dependentco'Vetage has creat,ed an 
environment where eighty-four percem (84%) ofeligi~le active employees are enro"tled in the 
plans exclusively provided by one medical provider - Kaiser. 

It is ·worth noting that Kaiser has garnered me large number of emollments of eligible active 
employees notmerely because of costs. bUt due to the fact. that Kaiser is re.adily accessible .to 

. most of our employees and their families. 

Kaiser is .u'Ot a viable option fot those ·who live outside of a .Kaiser :service area ox. those who 
wish to keep thelt non-Kaiser physician. TheCity's self-insrtted Blue Shield $100 PPO plan and 
Sutt:el~ Hea1:fu Plus are the options for those retirees and active ·em.ployees. However~ the 
participantS in the Blue Sh1eld ,$1 -DO PPO plan have seen then' contribution rates lncrea,se 
siguificantiy aJ;ld the plail is :thus Qecoming increasingly cost-pl~ohibitive to those Who enroll. 
Ac1ditiQnally~ the Sutter Health Plus plans are not accessible fur all acti:veernployees and retirees 
due to a1ID:lltecl. service area At this time, these employees may not have an option other fu-an the 
Blue Shielrl .$1 on PP.O plan.> a plan that the Crt)' is -already heaVily subsidizing. 

To meeUne needs of tb,o.se active .emp:l:oyees ai1d rei:in;es Who are not yet <eligible.ferr· Medioare, 
and vvhere Kaiser is not an. option, the City bnpes to seoure <l pian, that is self~sustaining and not 
oo.stprohlbitive to participants. Diversifying the pool of enrDllees across all the available . 
medical plans and enlarging the population in plans other than kaiser may alJ ow for-otber 
medical plan. proVIders to offer mote options to ·eligible active employees and retiree~ who are 
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not yet eligible for Y.Ledicare; It is beJieved that·a mote :pobust p.opulation ~nm'lled in all the' 
available pleclica:l plans would entice other medical. plan providers to bid 'with the City. 

Aocordingly? the. City engaged its bargaining units in negotia:tions over me Cit)" s Bealthcare 
Program. As a result of these negotiations and Mth the shared goal of dive.rsifyirig the pOol of 
enroU~ across all the available II\edica] plans> th~ parties reached .. agreement on a ·Side L.etter 
AgreeJ.P.ent"re1ated to the City's heq:l1ihca:re program. 

As part of the agreement~ both the City and the bargaining unitS agreed to a Co.st sharing StructUl"e 

related t6 the NO:n-Deducu"ble FDvrO Co-Pay plan for the medical .insurance PT9vider wj1h the 
s~oond bighest overall empiojiee enrollment, in. addition to maintaining the current cost shm'ing 
structure 'where the City pays "eighty-five percent (85%) of the preroiumofthe low~ priced' 
Non-Deductible ETh10 Co-Pay planfortbe medical insUrance provider with the hl;ghestoverall 
employee enrollment 

In addition, for the medical pla,n years of 20 19 and 1020, the Cny vvill provide part-time 
benefitted ePlployees with l'j.n in:creased healthcare cost sharing structurewhlqb, mll vary' 
dependiJig on the employee's benefit level CUrrently, there are approximately one·AlUndred sixty 
(160) part-time benefitted employees and seventy-three (73) who receive and pay for healt'hcare 
coverage with the City. This is futended to increase fue number of enrollments in the healthcare 
plan provided by the m.edical insuran~ provider \;.>lth the se,cond highest overn1l·employee 
emolb;nent Increased enrollment m this plan will make the City>:s population more attractive to 
hidders when the City releases an. RFP ·for mcd;ic.al plans in 2019 for the.2020 benefit pl~ year. 

The City 'ViriilalSo make a one,..time non-pensionable taxable lump sum. payment of $5{)O to hew 
employees ~~o are hired on or after July 1\ 2018 through pecember 31" 2018~ who entail in a 
healthcare plan provided QY the meqicaJ. insurance provider ~rifu the second highest overall 
employee enrollment, ·and \W,D remam enrolled in that plan for the 2019 medical plan year. This 
lump .sum payment \vill he made in Pay Period 3 of the 2019 calendar year, The City can end this 
lUlTIJ? sum payment progran1 at any tlme:at its own discretion. .A..:S noted ahove, thls is intended to 
increase the·number of enrollments in. the healthcare plan"provided by·the m~i~nnsutance 
provider with -the second 'highest overall employee eur-oilment. The new cost sharing stroctute 
will gD into effect on January I., 2019.· The offering ofa lump smnpayment is intended to. 
incentivize employees to. emoli in a healthcare plan provided by the medical insurance provider 
I<lrith the second highest overall ejnployee enrollment, and before the rtew cost sharing structpre 
gpes into effect . 

A complete COP.Y of the Side Letter Agreement is attached (AttacbmentA). The following is a 
summary .of the key provisions of the Side Letter Agreement M noted above, the provislons of 
the Side Letter Agreemeni Vi® also applyiD exycutive man~ement and professional employees 
in Unit 99 and other unrepresen1ed employees vihere applicable. 
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,Ac.ti",e .Empl~y:ee It 

Health-care 
~5% / 15% for Mecli cal Insurance Provider with Highest OveraTI ErnplDyee 
EmollmeD!: The City will. continue 't.o pay eighty-fiV~Fercent (85%) oime 
full premium co~:t{}fth.e low~stptic;ed.Non-Decluctible HlVl.O Co-p.aY plan 
of'themediQalinsurance.prcrvider with the bighest .overall employee 
enrollment for the employee or the employee ,and dependent oovera.ge, and 
·the employee \'-W oon'tim:re. to pay me retnaini:b.g fifteen percent (15%), As 
of the -date of this memor..andmn, the lowe~ priced Non-Dedb:ctible BlviO 
Co-Pay plan offue medical llsUran:ce provider V\1ththe highest overall 

·Co:st .Sharing 
Structure 

eroployee-emol1myut is the Kaiser $25 Co-Pay Plan. ' 

.. ,90% I rO% fol' Medical inSurance 'Provjder Vvith SecondHifthestOvenill 
, Employee Enrollment B'eginningm~dica1 plan year 20 ~ 9., the City wilJ pay 

mnetypercent .(90%) 'Of the full premium cost of the lo~ priced Non~ 
Deductible HMO CD-Pay Plan of the medical insurance provider ,vita the 
'second highest overall employee enrol1ment for .the empltiyef< 6t the 
employee and dependent ~\'erage, and the employee wilrpayth~ 
r-e.rr.tID.ning ten percent (10%). A:s of the qaty of this mer:i:l;OTandi.m:J" the 
lowest priced Non-Ded1).Ctible HMD Co-Pay Plan of'fue,:rnedical 'insurance 
provider witl:). the second highest .overall employee enroHtnellt hi the sutter 
:$20 Go-Pay Plan. 

D Also beginning medical plan year 2.0 19> any deductIble plans offered by 
the medical insuranoe p:r-el'vider \~1h tbe.seGond highest overall employee 
enrollment anti whose cost is below ninety percent (90%) of the :full. 
premium,cost'offue lowest priced Non-Deductible CO-PliY Plan of the 
provider will be offered to fJill-time employees at no co-sL 

)If Medical Plans Other than 'the Lowest Priced Non;.oDeductible ID1.0 Co-Pay 
Plans: Jf'E fun-time e:r.t!ployee. selects a p1an other than the'1owest pliced 
Non-~du.ctible HMO 'Co-Pay Plans offered by -'j:ycith fu:.e medicBl.insurance 
pm-vider wlth the 'highest oy-er:a11 employee em.ollm:ent as well as the 
medical insurarJce pr-ovlder 'wi1hthe second highest ov.erall employee 
.enfoIlment, the empJ.qyeepays the difference between the tot-ai.cost oftbe 
selected plan and the, City's c6ntdbntibD, towar<ls me lq\ves1: prio,ed Non­
Deductible 1IM:O Co-P~y Pian of !be .medical insurance provider with :the 
highe&t mre:tall employee enroJl.n1ent.As of the date of 'this memorandum~ 
this means tha;t an employee who selects a plrui 'Other than the Kaiser $25 
Co.-Pay Pla:a or the Sutter :$20 Co:-P;ay Plan ~':ill pay the difference in 60st 
hetWeen. the selec.'tedplan.al,1d theKa~er:$25 Co-Pay-Plan.· 

JI. As previously ~nothmg infhis "Side Letter Agreement:is intended to 
change the cutrehtdefined..benefit l'etiree healfucaie program, 
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Dei:mlt 
Re21thcare 
Plan 

O:ne~Time 

Noti-Pension-able 
L'I1111pSirnl 

It Effective.July 15, 20 18~ any new fuIi-fune eJ:tIpJoyees ru1:ci current 
employees not previ~usly eligible to .receive benefits who are· hired in.to a 
fu11~1im.e position eligible f0I benefits·DU· or after July 15:.2018, viho ero not 
s~gn Up fQlj: a heaJ:thcare plan -within t;b¥ty (3 0) calen~ days from frieD; hire 
date. will be automatically enrolled in the. Employee Only (Slligl&) tier for 
the Deducu"ble plan offered. by the medical insurance provider 'With the 
second highest overall employee em'OilmeI,lt at the time.'lhe employee is 
anromaticaIlyenr.olled.. As oftbe.da'te oftlrlS memorandum, the Deductible 
pl::jn offered· by the medical insiJ:tailce provider with the second highest 
overail employee enrollment is the Sutter $1500 Deductible Plan which is at 
no cost:(n full-time employees. for the Employee Only (Single) tier. 

e New full-time employees and currei1:f. employees not ptevipusly eJigible to 
receive beD'efrts who are hired into afull-tiine position eligible for benefits; 
and hired on ot after July 15, 201S, thrqugh December 31~ 2018, ~d who 
eJ;ll'OU in .l;i.healthcare plan proyided by the medical insurance provider with 
the second highest overall employee enrollment, shall receive a one-time 
non-pensionable taxable lump·Sum payment offi\re-hundred dollars ($5.00). 
For pilrgo$eS:ofiliis sectioi'l, meditalinsurance provider employee enrolhnent 
Vi'ill be :calcplated as of Jilly 15~ 2;018. As. of July 15~ 2018,. the medical 
insuran?e provider ,V:ith the second highest overall employeeeJJrollmem date 
is Sutter. . 

o To be eligib}e for the one-time non-pensionable taxable lump sur:i:l 
paynieut of frve-hundred dollars ($500), the employee m~ be enrolled 
fur medical plan year 2019 in a healthcare plan provided byfue medical 
insuranoe ptpvider with the$e6000 highest overall employe.e enrollment, 
and the employee must be an active City employee on the date the lump 
sum payment is made, ' 

o This one-tirb..e non-pensionable lUrrip sum payment of five-hundred 
:dollars ($500) :Shall be made in the paycheck i.ssued fur Pay Period 3 of 
the 2019 calendar year, 

o New full-time employees and current employees not previously elig"ible 
to :receive benefitS "!i~Tho do not sign. up for a healtb.care plan as -described 
above (Le. who are defaulted into the Sutler $1500 Deductible Plan) are 

. not e1i~ble for this one-time non-pensionable lump- sum payment 

.. The patties agree that fu~ City may end ilie Gne~'t:i.rrleJion-p'ensionable lump 
·sum.payment program prospec,uvely at any time and upon the City's 
discretion by makingnew emplo;yees hIToo on crafter July 15" 201E.but 
before ·a specified date prior tuDeoemhet 31, 2.018, ineligible for ftre ··one­
time non-pensionable lump sum payment. 
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Part-Time. 
Fen efitteu 
Employees 

For medical p1an years 20'19 and 2020 orJy. 

a For p~,..jAime benefitted en1plb)'ees at the 75% benefit level (regu1:ii11y 
scheduled 30-34 hOUTS per week; or 15'60-1768 hours per year)., the City \·{ill 
pay ninety percell. (90.%) of the. full premIum cost of the employee-{)rily rate 
of the lowest priced Deductible Plan of the medical insurance provider with 
th.e seoond bighest overall employee enrollment. 

• For part-time beneni:ted employees at the 625% benefit level (regularly 
scheduled 25-29 homsper week, OT 1300-1508 homs per year) and part-time 
benefitted employees at the SD% benefit level (regularly scheduled 2D~24 
holli's per week, or 1040-1248 hoUrs per year); the' City wI] pay seventy-five 
percent (75%) of the full premium cost of the em'ployee~only rate of the 
lowest priced Deductible Plan of the medical insm'anoe provider with the 
second highest overall employee enrollment. 

• For medical plan year 2020, the parties agree to discuss the P.art-Time 
Benefitled Employees provisions of the Side Letter Agreement described 
above~ upon request of either the City or the bargaining unrts, but TID earlier 
than May 1., 2019, 

EVALUATION AND FOLLOW-uP 

The City \viU immediately begin to implement the new healfucare CQst sharing shuctllI'e 'in 
preparation fur it being avaiiable.formedical plan year 2019. The HUnian Resources Department 
V\lj,ll begin vvorking towards educating eligrole employees about the healthcare choires that will 
be available to thenr for medical plan year 2019 in anticipation of open em-aliment 'in 'October 
2018. 

PUBliC OUTREACH 

1bis memorandum :will be posted on tbeCiti s Council Agenda website in advance of the· 
August 7, 2018~ City Council Meeting. 

COORDINATION 

This memQrandum was coordinated with the City Manager's Budget Office and the CIt}f 
Attorney's Office, . . ' 
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COM:MISION RECOMMEl\:rnATIONIINPUT 

No coID.IIIission recomme.ndation or input is .aSsociated with this action, 

COST SHMMARYIIMPLICATIONS 

Based on a:nt analysis from the City" s benefits actuary. it is estim.ated that the new cost sharing 
stttlc.ture begmmng mmedical'plan year 2019 where the City will pay Dinety percent (90%), and 
the employee ten percent (Hi%\ of the ftlll prerniutn. cost oime lqwest priced Non-Deduttible 
HMOCo~Pay Plan. {}fthe .medical·insurance proyjder with the second highest ove,rall employee 
enrollment for the employee or the employee and depen;jent coverage, ",;;.11 have an approximate 
cost to the City of $800,000 in 2019. This analysis is bared upon actuarial assumption.s·including 
enrollment migration rates, employment trends and other -data, and is only an estimate based on 
those assumptions. In additio~ ids estimated that the Dew cost sbaring structureinVCTh'ing the 
pm'tAime benefitted employees where, for emp10yees at the 75% benefit leve~ the City pays . 
!l-inety ptlroent (90%) of the full premium cost of the eu1ployee-.oruy rate ofth~ lowestpnced 
Deductible Plan .of 1he medicru u:tSumnce provider With the .second highest overall emplQjee 
eJJto1lnie.ri~ arid for emp1oy~s at either the 62.5% or 50% benefrt level. the City vvill pay 
seventy-:fiVe percent (75%) of the full premium cost or the employee:.,ol~ly rate of the lowest 
priced DedlJ-Qfihle Plan oftbe medical insurance provider with the,secDnd highest overall 

. employee enrollment, will have anadditi:onal approximate cost0f$300~OOO.in2019. 

Alump sqrnpayme:o! ot'$500 woul(i also be made to ea~hnew'employeebired bet\1jfeen July 15~ 
2018, and December 31. 2018.; that selects a healthcare plan offered by the medica1msuranoe 
provider with the second highest overall employee enrollment faT medical plan yea; 2019, 
While it is difficultto estllna:te the costofth.e ane~time non-pensionable lump sum. pay.ment, the 
post \vomd tot~ $1.00,000 iffhere w~r.e ZOO eligibJe new employees, As noted above,. this 
program c~.be ended prospectively at any time at the City's discretion: 

The total estimated cost of the proposed changes IS appl'oximardy$l.2 rp.illion in 20 19. which is 
based ali the actuarial assumptions on enrollment changes and the assumption thit 200 new 
employees would be eligible for the $500 lump:sum 'pa.yment. In the 2018-2.019 Adopted Bud.get, 
$3 million. is 'set as~de in'a Cil;y Health Plan Restructuring Reserve to create more d:iwrse 
JJ1ed1cal plan choices. attract more pmvid.ers~and increase flexibility of plan. offerings. Based on 
actual enrollment changes durfug open enrollmen.t in October ZCn:8 forthe 2019 calei.tdi;ir year 
and actual employe~ that quaiify fQr the hunp sum payment, .budget actions "'@ be brought 
fmward as pan: of the 20 1.8-2D"1 5> Wd-Year Budget Review, as necessary. The costs can be 
offset by the City Health PlanResb.ucturing Reserve in the General Fund and ending fund 
balances .and! or contingency reserV'es in 'various special fimds. 
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CEQA 

Not a Project, File No. PP 17 ~O 1 0, City Organiza.tioMl & Administratiye Activities r~sulfing.in 
·no changes to thy physical en"\cirorunent, 

~ 
Jermif.er .schembri . 
Direciot of:Employee Relations and Acmig D.irecto.r ofHurtufu R~ources 

For questions. please contact Jennifer Scbembri, Director of Employee Relations and Acting 
Ditecro:r of Human Resources. at (40"8) 535-128'5. 

Attachment A: Side Letter Agreement - City Healthcare Pro.gia:nl 
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SIDE LETTER AGREEMENT 

BEntVEEN 

THE CITY OF SAN JOSE 

AND 

THE ASSOC1ATJON OF BUILDIN.G, MECHAN~CAL AND ELECmCAL fNSPECTORS (AHMED 
THE ASSOClAT!ON OF ENGINEERS AND ARCHITECTS, ]PPTE LOCAL 21 (AEA). . 

THE ASSOClA nON OF LEGAl PROFESSIONALS (ALP) 
THE ASSOCIATION OF lAAINTENANCE:SUPERVJSQRYPERSONNEl, 'iFPTE LOCAL 21 (AMSP) . 

THE crTY ASSOCiATION OF MANAGEMENT PERSONNEL,-lFPTE LOCAL 2) (CAMP) 
THE .cONFIDENTIAL ~MPLOYEES' OR(3AN1ZA ,ION, AFS.GME LOCAL NO, 1 Q1 (CEO) 

THE SAN JOSE FiRE AGHTERS, IAFF .LOGA1.230 (1AFF) 
THE INTERNATiONAL BROTHERHOOD OF ELECTRJCAL WORKERSr LOCAL NO. 332 (lBEW) 
. THE MUNICi'PAL EMPLOYEES' FEDERATION, AFSC-ME LOCAL NO. 101' (MEF) .. 

THEJNTERNATIONAl UN.\ON OF OPERATING ENGiNEERS, LOCAL NO.3 (OE#3) 
THE SAN JOSE POUCE OFFlCERS' ASSOCIATION (POA) 

City Healthcare Program 

The parties agree to the foHoWing related to healthcare: 

1. the parties .agree that, effective. December j6,,2018 (the first pay period of the 2018 payroIJ 
calendar year), the f-oUowiilg healthcare coststruc;ture for full-time empfoyees shall begin 'in 
medical p.lan year 2019: . 

a, Medicallnsurance-Provfdetwith Highest Overall Employee EnroHment The City wH! 
pay eighty-fIVe percent (85%) of the full premium cost of the lowest priced Non­
DeductrbJe HMO Co-Pay Plan of the. medical insurance provider with the highest overall 
employee emoHme(lt for the employee or the empJoyee and dependent coverage, and 
the emplo¥.ee pays fifteen percent (15%) of the ~II premium cost of the lowest priced 
Non-Deductible Co-Pay Ph:m of the medical insurance provider with the highest overall 
employee enrollment 

b; Medica/Insurance Provider With Second Highest OY-eraB EmpJoyee Enrollment The 
City will pay ninety' percenf (90%)' -of the fiJlI premIum cost of the lowest priced Non­
DeductibJe HMO Co-Pay Ptan of the me-ciJcal insLirance provider with the 'Second hIghest 
overafl emp~oyee enrollment for the -E!mpIDyee or the employee ~nd dependent coverage, 
and the employee pays ten percent (10%) of the fut! premium cost of the lowest priced 
Non-:peductfble Co--Pay Ptan of the medical insurance provkler wIth the s~ond hlg'hest 
overall emptoyee enrollment 

AdditionaHy! -any Deductible plans .offered by the medical insurance proVIder with 
the ~econd highest overall employee enrnUment and whose cost is below ninety 
percent (90%) of -the full premium cost of the lowest priced Non-Deductible HMO 
:Co-Pay 'Plan wl1J be ciffe·red to fun~time employees at no -cost 

DRAFT --Contact the Office of the City Clerk at (408) 535-1260 or CityClerk@sanjoseca.gov for final document 
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Side Letter Agreement - City Hea!fucare Program 
JUlY 11, 2018 
Page 2 of4 

c. Medical Plans Other than the Lowest Priced Non~bedl!lctfbie HMO Co-Pay Plans. If 
a fun-time employee selects a plan other than the lowest priced Non-Deductible HMO Co..: 
Pay Plans described in Section 1(a) arid Section 1.(b) above, the -employee pays the 
difference between the toial-cost of the seJected plan and the City's {''Ontribution towards 
the lowest priced Non-Deductible HMO Co-Pay Plan of the medica.l insurance provjder 
with the hjghest overall employee enrollment (as described in Section 1(a) above). 

2. Default Healthcare Plan. New full-time employees and current employees hot previously 
eligible to receive benefits who are hired inio a full-time position engibJe for benefits on or 
after Juiy 15, 2018, who do n.ot sign up for a healthcare plan within thirty (30) -calendar days 
from their _hire date, will beautpmatically enrolled in the Deductible plan offered by the 
medical insurance provider with the second highest overall empJoyeeenroliment at the time 
the employee is _automatically enrolled . 

.3. Ong.~Time Non-PensionabJ'e Lump Sum. Subject to Seciion 3(d) below, new full-time 
employees and current employees not previously eligible to receive benefits who are hired 
Into a fu-lI~time position eligible for benefrts, and hired on or after July 15, 2018 through 
December 31., 2018, and who enroll in a heaJthcare plan provIded by the medical insurance 
provlder with the seoond highest overall employee enrollment, shaH receive a one-time oon­
pensionable ll:lmp sum paym-$nt of five-hundred dollars ($500). for purposes of Sedion 3, 
employee enrollment wm be calculated as of July 15, 2D1~_ 

a. To be eUg:ible for the one-time non-pensionable lump sum payment of five-hundred 
dollars ($500), the employee must 00 enrolled for medical ptan year 2019 in a healthca.re 
plan provided by the medical insurance provider with the second hi.ghest over.all 
employee enrollment, and the employee must be an active City employee on the date the 
lump sum payment is made. 

b. This one-time non-pensionable lump sum payment of five-hundred doflars .($500) shall be 
made in the-paycheck issued-for Pay Period 3 of the 2019 calendar-year. 

--c. New fun-time employees who do not sign up for a health care plan pu.rpuant to Section 2 
above are not eHgible for thjs -one~time non-penslonabie Jump sum payment 

d. The parties agree that the City may end the one-time nOD-pens;}onable Iu.mp sum 
payment program prospectiveJy at any time and upon the City's discretion by making new 
employees hired on or after July 15, 2018, but before a specified date prior to December 
31J 201-8, ineHgible for the .one-time noh-pensionable lump sum payment. 

4. PartwTime Benefitted Emplovees. For medical plan years 2019 and 2020 only: 

a. For part-time benefrtted employees at the 75% benefit levei (regularly scheduled 3,0-34 
hours per w8,ek, or 156,0-1768 hours per year), the City will pay ninety percent (9G%) of 
the full premrum cost" of the employee-onry rate of the lowest priced Deductible Plan of 
the medJ:r;aJ :insuranCe provider with the second highest overall employee enroHment for 
the part-time benefitloo .employee. 
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b. For part-time benefitted employees at the 62.5% benefit level (regularly scheduled 25-29 
hours per week, or 1300-1508 hours per year) and part-time benefrtie.d empJoyees at the 
50% benefit level (regularly scheduled 20':'-24 hours per week, Of 1040-1248 hours per 
year), tbe City win' pay seventy-f1ve percent (75%) of the full premium cost of the 
employee-qnly rate of the lowest priced Deductible Plan of the medical insurance 
pmvk'ler with the second .highes~ overall employee enrollment for the part-time penefitied 
empJoyee, 

c. For medical plan year '2020,. the parties agree to discuss the Part-Tfme Benefitted 
Emp:loyees provisions of thts Stde Letter Agreement described in Section 4{a) and 4(b) 
abov:e, upon request of either the City ot the bargajning "Units, but no eariier than May 1, 
2019. 

5. This Skie Letter Agreement shaH not establish precedent for future agreements and shall not 
obligate the City or the bargaining unIts fo enter lDt-o agreements in the future reh;ated to this 
issue . 

. 6; The terms of thls Side Letter Agreement shall beoome effective when signed by all parties 
below; and shall be jncorporated into 1.~e current or successor MOAs of the barg21Jning units. 

FOR THE GflY: 

Director of Employee Relations/ 
Acting Director of Human Resources 

L_ l~ 7-:l4'~/~ 
EmH~ri .~ Date 

Benefits Divjsjon Manager, Human Resources 

FOR THE UNIONS; 

co Mercado 
sistant to the Gity Manager 

Office .of Employee Re~ations 

~ 'l--1(,-IY 7/tl \I'ij 
Charles .AJJeIl~ate -M,-L-a"--ry--:B--:l-Tn~c-'o"'----'---------~~-D-'-a-'te=-
AFCME Local 101 . 0E#3 __ . If}jf' M 
(L .62- C:;;7~ ~~((-fZ ---r~ e{1i(k.-
Kar.a Capaldo Date' Terra Chaffee 1 i 

74~Jrl 
; Date 

President.GAMP President, ALP 
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Steve Contreras 
Preshlent, AMSP 

Peter Fenerhi 
Pres}den~ ABMEI 

Date 

Date 

't~~~~ 
frank crusc6 
Chief Steward., 1 SEW 

~ 
President, .P£A 

Paul KeJJy 
Presjdent; POA 

------"'-----i'+-_______ 7-'--/,--/-I_fl\/ 2I2~ 
Date Dan Romero 

mEW 

Robyn Zamor 
Pres.ldent, MEF 

1. - 1 6 <;to) 2; 
Date 

?If I {(<{; 
Date 

Date 

7/ ~'S/ IB 
I ~ Date 

Date 
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