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Agenda Item    

AGENDA STAFF REPORT 
 

 ASR Control  04-002097 
 

MEETING DATE: 08/24/04 

LEGAL ENTITY TAKING ACTION: Board of Supervisors 

BOARD OF SUPERVISORS DISTRICT(S): All Districts 

SUBMITTING AGENCY/DEPARTMENT: County Executive Office 

DEPARTMENT CONTACT PERSON(S): Susan Paul (714)834-2836    

   

 
SUBJECT:  Report and Recommendations Regarding Employment 
 

 CEO CONCUR COUNTY COUNSEL REVIEW CLERK OF THE BOARD 
 Concur Approved Resolution to Form Discussion 

  3 Votes Board Majority 
   
 Budgeted: N/A Current Year Cost:  N/A Annual Cost:  N/A 
   
 Staffing Impact: No # of Positions:   Sole Source:  N/A 
 Current Fiscal Year Revenue: N/A 
 Funding Source:  ISF 292, Trust Fund 305 
 
 Prior Board Action:  N/A  

 

RECOMMENDED ACTION(S) 
 

1. Approve and adopt the Memoranda of Understanding for the following bargaining units: Attorney Unit, 
Craft and Plant Engineer Unit, Operations and Service Maintenance Unit,         Community Services Unit, 
County General Unit, Healthcare Professional Unit, Office Services Unit, Sheriffs Special Officer and 
Deputy Coroner Unit, Supervisory Management Unit, and, as detailed in Exhibits A through I. 
 
2. Approve and adopt the Memoranda of Understanding Amendments for the following bargaining units: 
Administrative Management Unit, Probation Services Unit, and Probation Supervisory Management Unit, 
as detailed in Exhibits J through L. 
 
3. Approve and adopt the Personnel and Salary Resolution Amendments, as detailed in Exhibit M. 
 
4. Approve and adopt the resolution implementing a 2.7@55 retirement formula for General members, 
effective July 1, 2005, as detailed in Exhibit N. 
 
5. Adopt the Employee and Retiree Rate Tables and the Group Service Policies with CIGNA and Kaiser 
Health Plans for 2005, and authorize the Employee Benefits Manager to sign the Group Service Policies 
with CIGNA and Kaiser for 2005 after approval by the State of California's Department of Managed Care 
and direct the Employee Benefits Manager to report back if the Department of Managed Care requires any 
material changes to the policies. 
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6. Adopt the amended Premier Wellwise and Premier Sharewell Plan Documents for designated County 
employees and retirees.  
 
7. Adopt the amended County of Orange, Section 125 Plan Document. 
 
 
 

SUMMARY: 
 

Honorable Board Members: 
 
CEO/Employee Relations has concluded negotiations with the Orange County Employees Association, 
Orange County Attorneys Association, International Union of Operating Engineers, and the Service 
Employees International Union for contracts that expired on June 25, 2004. The proposed Memoranda of 
Understanding before you have been ratified by the membership of each of the units. The Memoranda of 
Understanding for each of the bargaining units are included in Exhibits A through I. Additionally, 
negotiations were conducted on health plan changes with OCEA for the Probation Services Unit and the 
Probation Supervisory Management Unit, and on health plan and retirement changes with the Orange 
County Managers Association for the Administrative Management Unit. The Memoranda of 
Understanding for each of these units are still in effect with the exception of the changes already noted. 
The proposed contract changes have been ratified by the membership of each of these units. The proposed 
MOU Amendments are included in Exhibits J through L. Amendments to the Personnel and Salary 
Resolution, which sets forth terms of employment for unrepresented management employees, are included 
in Exhibit M. These amendments reflect changes in health plans and retirement.  
 
The rates for the self-funded and insured health plans administered by Human Resources are adopted 
annually prior to the Annual Open Enrollment period for the health plans, which will be in November 
2004. Health benefit changes, 2005 rates, amended Plan Documents, and the Mercer Annual Report are 
included as Exhibits O through R. 
 
 
BACKGROUND INFORMATION: 
 

Represented Employees 
 
The term of the proposed contracts before you is three years, effective June 25, 2004 through June 21, 
2007, with the exception of the contract for the Craft and Plant Engineer Unit, which is a two year term, 
effective June 25, 2004 through June 22, 2006.  The proposed contracts do not contain a general salary 
increase. The proposed contracts contain significant health benefit changes, which include increased co-
pays for HMO’s, increased deductibles for PPO’s and a 5% payment of health premiums for Employee 
Only coverage, which will be effective January 1, 2005 for all employees.  Health benefit changes are also 
contained in the exhibits.  
 
The contracts also contain a change in retirement benefits. The 2.7@55 retirement formula will become 
effective July 1, 2005, and employees will begin making an ongoing retirement contribution by payroll 
deduction, beginning June 24, 2005, to pay the cost of the new retirement benefit. In addition to the 
retirement contribution which will be made by employees in the Attorney Unit, the Attorney Optional 
Benefit Plan amount will be reduced beginning in January 2005, and beginning in June 2005, the 
employer contribution to the 401(a) will cease. 
 
Additionally, the proposed contracts address modifications to the Performance Incentive Program, 
incorporate a two-step grievance process for most units, standardize layoff provisions, and clarify the 
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annual reporting process to the County of the financial status of the Benefits Trusts in the OCEA, SEIU 
and IUOE Bargaining Units.  
 
The Orange County Managers Association, representing the Administrative Management Unit, are 
included in the health benefit and retirement changes, and the related MOU amendments are included in 
the exhibits. The Orange County Employees Association (OCEA) representing the Probation Services 
Unit and the Probation Supervisory Management Unit are included in the health benefits changes, and the 
related MOU amendments are included in the exhibits. 
 
Unrepresented Employees 
 
The Personnel and Salary Resolution (PSR) contains the terms and conditions of employment for 
unrepresented management, including the Executive Policy Unit, Law Enforcement Management, Groups 
1, 2 and 3 Executive Management employees, Executive Aides and Executive Assistants. The health 
benefit changes that will go into effect on January 1, 2005 will also apply to all unrepresented 
management employees. Additionally, with the exception of Law Enforcement management, the 2.7@55 
retirement formula will be effective for the unrepresented employees on July 1, 2005. All unrepresented 
employees will begin making a payment to cover the cost of the retirement benefit, effective June 24, 
2005. Attached for adoption by your Board are applicable PSR amendments, which include their payment 
toward retirement. 
 
Retirement and Health Benefit Changes 
 
In 2001 the California State Legislature passed Assembly Bill 616 that provided options for new 
retirement benefit formulas for public sector general members covered by both PERS and 1937 Act 
Retirement Plans. One of the available formulas is known as 2.7@55.  
 
In 2002 the County requested that the Orange County Employees Retirement System (OCERS) perform 
an Actuarial Study. The study was performed by Towers Perrin in 2002, and updated by the same firm in 
June 2004. The study analyzed the current and future annual costs for changing the benefit for all current 
General members based on all years of service.  These costs were made public on August 10, 2004. 
 
Prior to the start of negotiations, extensive research was conducted regarding retirement formulas for 
public sector agencies. This research was conducted with both cities and counties throughout the State of 
California. Nearly all agencies had a retirement formula based on the age of 55, and four counties had 
implemented the 3@60 benefit formula allowed under AB 616. Research also showed that no other 
jurisdiction in the state has a retirement formula as low as the County’s Tier 2 retirement formula, which 
covers more than 90% of the workforce. 
 
Retirement benefit costs are based on the Orange County Employees Retirement (OCERS) actuarial 
analysis and include the cost of implementing the 2.7@55 benefit for the majority of the County’s 
General members for all years of service.  
 
The amount of contribution for employees in each of the bargaining units and for the unrepresented 
employees varies, as set forth in the attached MOU’s, MOU Amendments and PSR Amendments, and 
was determined using cost information from the 2004 Actuarial Study of the Orange County Employees 
Retirement System and the projected savings from the health benefit changes. The percentage of pay 
contributions by bargaining unit, combined with Health Plan savings, cover the annual cost of 
implementing the retirement formula changes. 
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In addition, the proposed MOU’s set forth the intent of the parties that the change is without additional 
cost to the County. The MOU’s confirm that payments continue on past the expiration date of the 
contracts, and are intended to cover the 30-year amortization period. Annual review of the benefit and its 
associated costs, and consideration of future contribution levels, is also part of the agreements. 
 
As discussed above, through negotiations with the labor organizations, there will be health benefit 
changes to all of the County’s health plans effective January 1, 2005 for designated employees and 
retirees. Mercer Human Resources Consulting (Mercer), the County’s current benefits consultant, 
calculated the savings estimates of the benefit changes for the insured Health Maintenance Organization 
(HMO) plans (Kaiser and CIGNA) and the self-funded Preferred Provider Organization (PPO) plans 
(Indemnity A, Premier Preferred Choice, Premier Wellwise and Premier Sharewell), and have projected 
that the net savings to the County will be approximately $11,368,025 in 2005, and that in future years 
there will be increased savings, due to the changes to the County health plans as outlined below.  
 
PPO Health Plans: Premier Wellwise and Premier Sharewell 
(Exhibit O) 
 

• Eliminate Indemnity “A” Health Plan 
• Eliminate Premier Preferred Choice Plan 
• Increase the Premier Wellwise annual deductible from $200 to $300 per individual and to a 

maximum of $600 per family 
• Premier Wellwise Plans require the use of the Caremark Prescription Drug Card and Mail Order 

Program for all prescription expenses. Prescription claims for emergencies may still be filed 
through the claims administrator 

 
HMO Health Plans: CIGNA & Kaiser  
 

• Office Visit co-pay increases from $5 to $15 
• Prescription co-pays increase from $5 to $10 for generic drugs and from $5 to $15 for brand 

name drugs 
• Add a $100 Inpatient Hospital Deductible per confinement 
• Increase the Emergency room co-pay to $50 (waived if admitted) 
 

Change to All Health Plans for designated County Employees  
 

• Implement an employee bi-weekly contribution for full time employees enrolled as 
“Employee Only” of 5% of the County’s health plan premium for the plan selected by the 
employee 

 
Craft and Plant Engineer Unit Employees 
 
Effective January 1, 2005, the Craft and Plant Engineer Unit employees will be eligible to participate in 
the Health Care Reimbursement Account.  The Section 125 Plan Document is amended to include this 
unit in the Health Care Reimbursement Account (Exhibit P). 
 
2005 Rates for the PPO and HMO Health Plans 
 
Human Resources, Employee Benefits administers self-funded and insured health plans for County 
employees and retirees.  Rates for these plans are adopted annually prior to implementation of the Annual 
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Open Enrollment period for the health plans, which will be in November 2004.  The following details the 
2005 rates for the PPO and HMO health plans. 
 
2005 PPO Health Plan Rates:  Premier Wellwise and Premier Sharewell 
 
The value of the employee and retiree benefit changes for the PPO health plans is based on actuarially 
derived pricing factors from Mercer Human Resources Consulting, the County’s current benefits 
consultants. By eliminating Indemnity A and consolidating Premier Preferred Choice into the Premier 
Wellwise Plan, the assumption is that all employees and retirees currently enrolled in these plans will 
enroll under the Premier Wellwise plan. The 2005 rates developed for the Premier Wellwise plan 
represent a blend of the higher cost Indemnity A and Premier Preferred Choice plans rates and the current 
lower cost Premier Wellwise rates previously subsidized by the Premier Preferred Choice plan rates. For 
employees and for all retirees, this results in the 2005 Premier Wellwise blended rate being lower than the 
2004 Indemnity A and Premier Preferred Choice Plan rates and higher than the current 2004 Premier 
Wellwise rates. The new blended rate for the 2005 Premier Wellwise Plan more accurately reflects the 
value of the benefits offered under the plan. 
 
For designated County Employees and Retirees 
 
Premier Wellwise:   Amount of increase   30% 
Premier Sharewell:   Amount of increase   4.7% 
 
Health Maintenance Organizations (HMO):  CIGNA and Kaiser 
 
The value of the employee and retiree benefit changes for the HMO plans is based on CIGNA and 
Kaiser’s actuarially derived pricing factors.  Actuaries from Mercer Human Resources Consulting 
reviewed the HMOs pricing factors for reasonableness.  The 2005 rates for the CIGNA and Kaiser plans 
are decreasing due to the benefit design changes to the HMO plans for 2005.  The 2005 HMO rate 
decreases are as follows: 
 
For designated County Employees and Retirees  
 
CIGNA Health Plan:          (4.1%) 
Kaiser Health Plan:       (5.2%) 
 
For IUOE Employees 
 
CIGNA Health Plan (no chiropractic coverage):   (5.3%)   
Kaiser Health Plan:        (4.9%) 
 
The 2005 Health Plan Rate tables are reflected in Exhibit Q.  A copy of the Mercer Annual Report is 
attached as Exhibit R. 
 
The CIGNA and Kaiser Group Service Policies for 2005 reflect the plan changes.  The Group Service 
Policies for CIGNA and Kaiser are not subject to the County's Purchasing policies. They are documents 
that outline the health benefits coverage offered to employees and retirees enrolled in the CIGNA and 
Kaiser plans through the County of Orange.  These documents are subject to final approval by the State of 
California's Department of Managed Care.  Approval by the State is anticipated in December of this year 
for a January 1, 2005 effective date. Copies of the Group Service Policies are on file at the Clerk of the 
Board. 
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2005 Retiree Medical Insurance Grant: 
 
The Retiree Medical Insurance Grant for 2005 will be $15.67 per month for each year of service up to a 
maximum of 25 years or $391.75 per month, effective January 1, 2005. 
 
Conclusion 
 
In conclusion, health benefit changes and associated cost savings were determined by Mercer Human 
Resources Consulting. The 2004 Actuarial Report, Health Plan design cost savings projections and the 
various employee payment configurations have been reviewed by the CEO, the Chief Financial Officer, 
and the Auditor-Controller, who have verified and concur with the actuarial information, health plan 
savings and the retirement payment strategy. The OCERS Chief Executive Officer has reviewed and 
concurred with the actuarial assumptions, the individual bargaining unit costs and the costs for the 
unrepresented employees. Retirement language in the attached MOU’s, MOU amendments and the Board 
Resolution adopting the retirement formula was developed by County Counsel. 
 
The various labor organizations, the Auditor-Controller, the CEO for the Board of Retirement, the Chief 
Financial Officer, Employee Benefits and CEO Employee Relations have worked together in a 
collaborative effort to develop a sound business strategy to address important benefit and retirement 
issues. The changes to both the health plans and to the retirement formula are significant and represent the 
culmination of some long and challenging negotiations. The labor organizations have responded to the 
challenge of changing the retirement formula by agreeing to share a greater portion of health care costs 
and agreeing to contribute an ongoing percentage of pay. Additionally, there are multiple years of no 
general wage increases as part of these agreements. All parties have worked creatively to achieve a 
strategic solution to difficult issues.  
 
Additionally, the contracts before you are within the parameters established by your Board in closed 
sessions on April 20, May 18, July 27, July 28, August 3 and August 10, 2004. 
 
 
 
FINANCIAL IMPACT: 
 

N/A 
 
STAFFING IMPACT: 
 

N/A 
 
REVIEWING AGENCIES: 
 

CEO, County Counsel 
 
EXHIBIT(S): 
 

A - Attorney Unit MOU 
B - Craft and Plant Engineer Unit MOU  
C - Operations and Service Maintenance Unit MOU 
D - Community Services Unit MOU 
E - County General Unit MOU 
F - Healthcare Professional Unit MOU 
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G - Office Services Unit MOU 
H - Sheriffs Special Officer and Deputy Coroner Unit  MOU 
I - Supervisory Management Unit MOU 
J - Administrative Management Unit MOU Amendments  
K - Probation Services Unit MOU Amendments 
L - Probation Supervisory Management Unit MOU Amendments 
M - Personnel and Salary Resolution Amendments 
N - Resolution adopting 2.7 @ 55 Retirement Formula 
O - PPO Plan Documents with Benefit Changes 
P - Section 125 Plan Document 
Q - 2005 Employee and Retiree Health Plan Rate Tables 
R - Mercer Annual Report 
 
 
 

Item 6
AOC Meeting 09/05/07

Page 10 of 10


