LETTER OF UNDERSTANDING
between the
ANAHEIM MUNICPAL EMPLOYEES ASSOCIATION, General & Clerical Units
and the
CITY OF ANAHEIM

The Anaheim Municipal Employees Assocation, General and Clericat Units {AMEA) and the City of
Anaheim {ANAHEIM) have met and conferred and have reached an agreement concerning a defined
contribution Post-Retirament Medical Plan for employesas hired on or after January 1, 2002. The PARTIES
have reached an understanding, as follows:

1. AMEA and AMAHEIM agree that for empioyess hired on or after January 1, 2002, an Integral Part
Trust (“Plan*} for reimbursement of quaklified mediral expenses shall be established. AMEA and
ANAHEIM agree that the City of Anaheim Deferred Compensation Committee members shall
serve as frustees on behalf of participating employess, AMEA and ANAMEIM further agree that
qualified medical expenses are those expenses authorized under the previsions of Internal
Revenue Code Section 213, excepting only these spedfic expenses the parties mutually agree to
exciude. :

2. AMEA and AMAHEIM agree that the Plan will require a fiveyear vesting period (diff vesting)} For
any ANAHEIM provided contributions.

3. ANAHEIM shall make a one-time lump sum emplyer contribution of three thousand dollars
($3,000) into an employee's individual Retirement Health Savings Acopunt (RHSA} upon the
employee’s hire into a dassification represented by AMEA. AMEA and ANAHEIM agree that
ANAHEIM shall make the three thousand doftar {53,000} per employee contribution ko the Plan
no later than the last day of the pay pericd following City Council approval of this Letter of
Lnderstanding for each empioyee hired bebween January 1, 2002, and the effective date of this
Agreement. ¢

4. ANAHEIM shall make an additional one-time lump sum employer contribution of two thousand
dollars ($2,000) an behalf of each employee hired on or after January 1, 2002 and hefors
January 13, 2005, such contribution to be mace upen the employee’s completion of probation.

5. AMEA and ANAHEIM agree thal, effective the first pev period following approvat of this Letter of
Understanding by the Anaheim City Council, each empigyee hired on or after January 1, 2002
shali be required to contribute one percent (1%} of his or her gross biweekly pay to the
employee's individual RHSA.

6. AMEA and AMAHEIM agree that each eligible emgloyee shali be required to contribute two
percent (2%) of his o her gross biweekly pay o the employee's individual RHSA ooincident with
the next general wage increase gramted empleyess represented by the AMEA. AMEA and
AMAHEIM agree that each eligible empioyes shall be mequired to contribute three percent £3%) of
his or her gross biweekly pay to the employees indvidual RHSA coincident with the subsequent
general wage increase granted employees represented by the AMEA.
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7. AMEA and AMAHEIM agree that employees shall be given an cpportunity each year o elect to
contribute (in increrments of ¥z hour) sick leave hours to be eamed prospectively in the upcoming
calendar year. Employees shalt be required to accrue & minimum of one (1) hour of earned Sick
Leave time per pay period. The remaining halance earned per pay period shall be available for
deferral to the individual employee’s Retirement Health Savings Account as designated by the
employee. Such deferrals shall be conwverted to cash at the employee’s base rate of pay and
depasited inko the employee’s individual RHSA as they are earned.

AMER and ANAHEIM agrae that emplayess shall be given an cpportunity each year to elect to
contribute (in increments of V2 hour) vacation leave hours to be esarned prospectively in the
upcoming calendar year. Emplovees shall be required to acerue 3 minimuem of three (3) hours of
earmned Vacation Leave time per pay period. The remaining balance earned per pay period shall
be available for deferral to the individual employes's Retirement Health Savings Account as
designated by the employee. Such deferrals shail be converted ta cash at the employes’s base
rate of pay and deposited into the empleyee’s individual RHSA as they are earned.

All contributions made under the provisions of this Section shall be designated as pre-tax
contributions.

8. AMEA and ANAHEIM agree that active employees will be eligible 1o withdraw funds soiely for
reimbursement of the employse’s share of medical insurance premiuims for plans provided by the
City at age 50 and after five years of service with the City of Anabeim.

9. AMEA and ANAHEIM agree that any employee who separates City service for any reason will be
eligible to withdraw Funds for relmbursement of aligible medical expenses without regard to the
employee's age or years of service. AMEA and AMAHEIM acknowledge that employee premium
conkributions for employer-provided group heaith insurance providerd by other employers are not
an efigible medical expense for the purpose of this plan.

10. AMEA and ANAHEIM agree that employvees hired on or after January 1, 2002, who have
completed at least ten (10) vears of consecutive ANAHEIM service, and who are awarded a
retiremnent from PERS as their reason for separation from ANAHEIM service shall be allowed
access 10 ANAHEIM sponsored group health pfans as one of their coverage options.
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AMEA and AMAHEIM agree that upon the death of an employee, surviving spouse and/or eligible
dependents are immediately aligible to maintain the individual member account and to utilize it to
fund skigible medical benefits,

12. AMEA and ANAHEIM agree that the Plan Document shall establish the medical benefits that are
reimbursable to participating employees and shall establish berefit efigibility,

13, AMEA and AMAHEIM agree that either parly may regquest at any time to meet and confar
regarding plan provisions, and may propese plan amendments to be effective the first day of the
calendar year fallowing agreement, except that ANAHETM shall not be obligated to meset and
confer at any time during the term of the current Memorandums of Understanding between the
PARTIES dated September 29, 2000 through January 1, 2004 regarding employer contributions.
Any egreements reached shall be incorporated In a written better of Understandlng, signed by
the City Management Representative and the AMEA Representatives and presented o the
Anaheirn City Cound| for deterrnination.

14. If any provision of this Letter of Understanding is at any time er in any way expressly prohibited
by Private Letter Ruling or held to be contrary te any 1aw by ary court of praper jurisdiction, the
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remainder of this Letter of Understanding shall not be effecied thereby, and shall remain in full
furea and effect.

Disputes regarding the interpretation or application of the terms of this Letter of Linderstanding
shall be resolved bebween authorized representatives of ANAHEIM and the AMEA. In the evert
the parties cannat resolve the dispute, it shall be submited for review through the grievance
procedure.

STAFF OFFICIALS of the CITY of ANAHEIM, ANAHEIM MUNICFAL EMPLOYEES
a Municipal Corporation ASSOCIATICN, General & Clerical Units
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