A GRIEVANCE ARBITRATION PROCEEDING

PURSUANT TO AN AGREEMENT OF THE PARTIES

In the Matterof a ControversBetween

SACRAMENTO CITY TEACHERS ASSOCIATION, CTA/NEA,



INTRODUCTION

The Sacramento City Teachers Association and the Sacramento City Unified
School District are parties to a collective bargaining agreement that includes at Article
13.1.1 a provision concerning health benefits. The Association filed a grievance on June
4, 2019, alleging that the District violated Article 13.1.1

An evidentiary hearing was conducted by the undersigned Arbitrator in
SacramentoCalifornia, on February® May 27, May 28, May 29, and June 2, 202dhe
parties introduced documentary evidence; withesses were called to provide sworn
testimony during both direct and cross-examinatiterbatim transcrifgof the hearing
wereprepared by a court reporter. On or aboly 24, 2020, the parties filed closing
briefs and the matter was deemed submitted.

ISSUE

Per stipulation of the partiehd issueare framedas follows:

Did the Districtviolate Article 13.1.1 byailing to apply to the certificated
bargaining unit anyealth benefit plasavingsif so, what is the appropriate remedy?

FACTUAL SUMMARY

The history ofthis dispute dates back to t2@14-2015 school yeavhen the
District unilaterally changthealth benefit plans to generate budget savings. The Union
successfully challenged that actidinat experience was instructiviiie changen health
plansresulted in cost savings

Negotiationdor asuccessor agreemegut underway irOctober2016 and

span’



negotiator and attorneyed Appel, then Assistant Superintendent of Labor Relgtions
Cancy McAnN, Chief Human Resources Offic&€indy Nguyen, then Director of
Employee RelationsTu Moua, Instructional Assistant Superintenc@nt Iris Taylor,

then Chief Academic Officemnd Mary Harden Young, Instructional Assistant
SuperintendenSCTA’s team consisted of President David Fisher, First Vice President
Niki Milevsky, andExecutive Director John Borsosm addition, manyndividual
bargaining unit members attended some of the bargaining session

Even before negotiations got underwthg parties discussed working with the
California Education Coalition for Health Care Reform (CECHGFHCHCR is part of
the Center for Collaborative Solutions (CCS). It advises school districts and labor
organizations on health care benefit options and costs. Janet Walden is the president and
CEO of CCS.

Mr. Borsos for the Union and Mr. Appel for the District approached CECHCR for
its assistance at reducing health care casts.partiesfirst meeting with CECHCR was
on October 4, 2016. During October and November, while the parties primarily focused
on non-economic proposals, they continued to discuss the status of their joint
commitment to work with CECHCR.

In the morning of December 12, 2016, the parties met with CECHCR CEO
Waldento receive its preliminary assessment of potential health benefit cost reductions
Ms. Walden made a presentation that includeliscussiomf options by which the
District couldachieve on-going health benefdvings by entering a larger health benefit

purchasing pool, such as CalPERS, or changing health plans.






The parties agree to participate in identifying a mutually agreed upon health benefits pool, based
upon recommendations provided by CECHCR, which will include the choice of Kaiser and alternative
plan(s). Effective July 1, 2017, [ADOthe Board shall provide all eligible employees with a choice of the
Kaiser Pan and a mutually agreed upon alternative plan(s), which is currently HedlhiNehe mutually
agreed health benefits pool. [ADBlealth-Net EW[OK] Summary plan descriptions of the health plans
will be included in Appendix X. The level of benefits of the plan (e.g. out of pocket maximums, co-
payments, services covered, networks scope, etc.) may not be reduced and the parties agree that any
savings that result from making changes to health plans or in the reduction of health plan costs will be
applied to the certificated bargaining unit. The parties will negotiate how to apply to the bargaining unit
any such savings achieved by the District. Savings shall be defined as any total amount per plan that is
lower on an actuarbudgetedasis[REVISE] The annual anniversary date for health plan changes will

be July 1st[OK]

(District Exhibit Y.)

As was customary, the District provided SCTA with a narrative that explained its
proposal. The January 30, 2017, narrative noted that any savings generated by working
with CECHCR to join the CalPERS pool would be applied to the SCTA bargaining unit.

The parties continued to negogabut n March 2017at SCTAs requestthe
Public Employment Relations Board declared the parties had reached a bargaining
impasseln April and May 2017,He parties engaged in mediation without succelss
mediator certified the parties to fact-finding on May 18, 2017.

The parties engaged pre-fact-finding negotiationand continued their
discussions with CECHCR. On September 4, 2017, CECHCR provided the parties with
an updatedback-of-the envelogesavings estimatshowing that even in the worst-case

scenariga move to th€alPERS pool woulgield sgnificant health benefisavings.



The parties met every day during the week of September 11, @d1September
15, 2017, the District proposed to add the following language to Article 13Thé:

District and SCTA agree to negotiate in good faith to effectuate on or before July 1,
2018, reductions in health insurance premiums with the understanding that our joint goal
is not to reduce benefits but to pursue cost reductions that maintain comparable Henefits.
(District Exhibit TT.)SCTA rejected that language.

Late in the evening on September 15, 2017, the parties reached a tentative
agreement on Article 13.1.1. It added the effectuat& language and deleted ther
budgeted language (District Exhibit XX)The agreed-upon first sentence reakhe
District and SCTA agree to negotiate in good faith to effectuate on or before July 1, 2018
changes to the health plan consistent with this sett{timion Exhibit 20.)

Despite the tentative agreement on Articlel1B the parties had yet to reach
agreement on a successontract Fact-finding ensuedn November 5, 2017, with the
assistance of Sacramento Mayor Darrell Steinberg, the parties sijReh@aework
Agreement that lead to a contract settlemebigtrict Exhibit UU). The parties agreed
“that the application of savings as set forth in the parties tentative Article 13.1.1
agreement will determine the available funds to achieve the agreed upon goals. If the
funds are not sufficient to meet the goals, the parties will negotiate prigr{tirson
Exhibit 22.)

The Districts Board of Education voted to approve the partieastract on
December 7, 2017. SCTA members approved the tentative agreement on December 11,

2017.



Throughout the spring of 2018\e parties continued to work with CECHCR to
achievehealth benefit savingZimelines provided to the parties RECHCRIrtdluded
the July 1, 2018, date as the deadline to makenthesto the new health care benefit
purchasing poolAs discussed more fully belovhe parties dispute whether the July 1,
2018, date was a firm deadline or an administratively convenient date. In any event, July
1, 2018, came and went without any chartgdgalth plans or poals

The parties continued to exchange correspondence. Superintendent Jorge Aguilar
invited the Uniorto resume discussigrandselecta new timeline to make benefit
changesin December 2018, the Union presented the District with a proposed draft MOU
contemplating that the partiggork together with CECHCR to transition the purchase of
health insurance for SCTA-represented empdeye CalPERS effective July 1, 201
exchange for which funds would go toward mutually agreed upon priorities.

During this time SCTA informed theistrict of its entitlement to dollars flowing



condtioned on health plan changesecutedy July 1, 2018. The partiebargaining
history supports SCTA claim. At the time the District proposed tledfectuate’
language, it did not sahe new language conditioned SCEAlaim to health benefit
savings on the parties effectuating health plan changes by that date. What District

negotiators may have understo$ {



District shared its bargaining priorities with SCTA, including the goal of achieving
ongoing savings. That was the purpose of engaging with CECHCR.

When SCTA passed its proposal on Article 13.1.1 on December 12, 2016, and
thereafter, neither Mr. Borsos nor any member of the SCTA bargaining team said that
savings could be achieved other than through changes to health benefitr paaks o
SCTA did not put forth its theory that savings encompassed year-to-year fluctuations in
renewal rates for existing health plans until after the July 1, 2018, deadline passed.
Borsoss testimony that he shared this view with the District bargaining team lacks
credibility and is supported by no other witnesssaccouns.

The District insisted and SCTA agreed that health benefit changes necessary to
achieve savings must occur by July 1, 2018. @ftectuaté& language is not surplusage
andmust be given meaning. The ykeng discussions with CECHCR support thaly 1,
2018, was a hard contractual deadline. Because no charges were made either before or
after July 1, 2018, no savings exist within the meaning of the conttaeDistricts
conduct after July 1, 2018, is irrelevant.

SCTA’s lack of trust in the District is irrelevant to the proper interpretation and
implementation of the contract language. The District was not required to give SCTA
notice that the July 1, 2018eadlinewas approaching.

DISCUSSION

TimelinessThis dispute is not time-barred, as the District asserts. This arbitration
is founded on the partiesettlement agreemengsiedby SCTA President Fisher and
Superintendent Aguilar on August 21, 2019, in partial resolution of two unfair practice

charges filed with PERB concerning tBéstrict’s compliance with Article 13.1.{Union



Exhibit 2). In that document, the District did not reserve any procedural challenges, such
as timeliness, to a resolution on the merits.

Merits. By operation of Article 13.1.1SCTA s not entitled to anhealth benefit
savings achieved through a change in health benefit plans arijgoaluse the parties
havenotagreel to any suctthangeseither before or aftefuly 1, 2018Nor does a fair
reading of Article 13.1.1 entitle SCTA to savings in health care costs that result from
reductions in renewal rates to existing health benefit plans.

July 1, 2018 dateAs noted aboverriespective of théeffectuate on or before
July 1, 2018 language in Article 13.1.because the parties hanet agreed to ahange
in healthbenefitplansor pools no savinghaveresultedthrough that mechanism.

However, that language would operate to exclude savings from any other potential
application of Article 13.1.1.

The first sentence of Article 13.1.1 establishes the pagg®ement to engage in
good faith negotiation&o effectuate on or before July 1, 2018, changes to the health
planconsistent with this sectichContrary to he Unioris argument, the italicized phrase
does not qualifyr flag the“any saving$language of Article 13.1.The*“consistent
with” language instructs that changes put in place by July 1, 2018, would offer a choice
of the Kaiser plan and a mutually agreed upon alternative plan; would be described in
Appendix A; would not reduce the level of benefits; would direct savings to the
certificated bargaining unit; would require negotiations over how to apply those savings,
defined in terms of actual cosemdwould establish the annual anniversary date for
health plan changes as July 1. The consistency called foalisabArticle 13.1.1,

including its focus on changes to health benefit plans or pools, as discussed below.
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The District was not required to provide notice to SCTA that the July 1, 2018,

was a hard and fast deadlioethat



fact, the proposal SCTA presenttmithe Districton December 14, 2018, suggesting that
the parties work with CECHCR to transition to the CalPERS pool effective JAGAS,
acknowledges that the Union was willing to negoteateew agreementith a later
deadlinein exchange for funds to be applied to the SCTA bargaining unit.

SCTA also points to the Distrist response to a PERB filirag evidence that the
July 1, 2018, deadline did not extinguish the Uhsatlaim to savings. In its unfair
practice charge, SCTélaimedthe District violated the Educational Employment
Relations Actby failing to apply health cost savings to SC$Aembers in accordance
with Article 13.1.1orto bargain over the issu€onsistent with its position here, the
District’s response to PERB was that until changes to the health plans are actually
implemented and cost savings realized, it has no obligation to apply health cos$ saving
to the certificated bargaining unithat position does neemovethe July deadline from
the agreement reached on September 15, 206€lies on it.

The fact remains thamn unambiguous languagene parties agreed adfectuate-
put in effect- onor before July 1, 201&8hangedo the health plariThe District needed
and gota firm commitment from SCTA to effectuate changes by a date certain. The
changes needed for SCTA to benefit from those sawditgsot occur.

SCTAs claim to‘any savings.The Union’s centralclaim to funds rests on the
language that entitles it t@mny savings...“in the reduction of health care casts’ It is
an undisputed principle of contract interpretation that the meaning of a contestee ph
be read in light of other parts of the instrument. (See, Elkouri and Elkéawi,
Arbitration Works Chapter 9.3.A.When this clause is read together with other

provisions of Article 13.1.1, the interpretation advanced by S@&T#t persuasive.
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In the first sentence, Article 13.1.1 documents the padigeement to negotiate
in good faith“to effectuate on or before July 1, 20&¢Bangego the health plan
consistent with this sectidhAs noted aboveglthoughthe parties did nachieve that
goal, that sentence introduces the focus of the paagreement onhanges to the health
plan

The next sentenagf Article 13.1.1promises eligible employeeschoice of the
Kaiser Plan andmutually agreed upoalternativeplan(s)...” The agreement ensures
that the level of benefits may not be reduced‘dhd providers may only beéhanged
through mutual agreement of the partiesgain, the mutual agreement‘talternativé
plans and‘changed providers points to changestime plan. This is consistent with
SCTA’sobjective Frustrated with the Distritg earlier unilateral change to health plans,
the language it proposed ensured thaion thatthe level of benefitsvould not be
reduced and that providensuld only be changed through mutual agreement.

Although addressing different topidbe language of Articlé3.1.1 read
together)eavedittle doubt that the parties wergending tonegotiatechangedo the
existing health benefit plaand to have any savings generdtedh those changes
applied to the SCTA bargaining unit.

Rather than giving meaning to the language of the entire agree®aEna,
focuses on the statemehtt*“any’ savings that result froffthe reduction of health plan
costs will be applied to the certificated bargaining tifiihis reading oflte contract
ignores all the references to plan changeted above. It purports to introduce in the
middle of the fith sentence of Article 13.1.1 an entirely separate mechanism for

achieving health care cost savings not mentioned elsewhere in the larfganiggs
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from “any’ health benefitostsis not a standalone, independent provisitmgo further
and suggest that the cited languagptures year-to-year reductions in renewal rates
existing planss notplausible.

The proper interpretation of contract languagkiitherguidedby the purposehe
partiesintended to achieve. Pre-contract discussions and bargaining lahtoiyates
thatpurpose (See, Elkouri and Elkourijow Arbitration WorksChapter 9.3.A.) Tése
principles support the Distri¢t interpretation of the language of Article 13.1.1.

The District pays 100 percent of health benefit costs for each SCTA member and

haslong sought to achieve savings by making changes to SCi&alth benefitdn the



and$6.9 annually by changing health care plansrast likely, health care purchasing
pools.

Later that same dagCTA passe@sAtrticle 13.1.1its proposakelating to health
benefits. Seen againtat backdropthe language of Article 13.1.1 as drafted by SCTA
flowed out of the partiéconversation with Ms. Walden about the mechanisms for
achieving health plan savings. The Disfgdbargaining teameasonablyinderstood
SCTA’s proposal to be consistent witte partiesmanydiscussions with CECHCR
about changing plans or pools to achieve saviflgesweight of the evidence
demonstrates that SCTAthe drafter of the pertinent languagdid not disabuse the
District of that understanding.

At the center of SCTA case idr. Borsoss testmonyaboutthe December 12,
2016,negotiating sessionHe testifieche explainedo the assembled bargaining team
memberghat a reduction in health plan costs achiesteer than from ahange to a
health plan would be applied to the bargaining.Urtiiere is no testimony froanyone
other than Mr. Borsos on this pointeither Ms. Milevsky nor Mr. Fisher corroborated
the assertion made yr. Borsos Of thethirty SCTA bargaining tearmembersat the
December 12, 2016, negotiating session, nveaecalledto bolsterMr. Borsoss account.

In contrastfour members of the District bargaining teatthe table that evening
recounted that SCTA gave no explanation of Article 13Mirl Holbrook, Ms. McArn,
Mr. Appel, and Ms. Nguyeall testified that Mr. Borsos did neaythat“saving$ went
beyond tlat whichwould result fromchanges to plans or poasd includd the

reduction in renewal rates to existing plans.
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Both sides agree theewadlittle or no discussion following Mr. Borsts
presentation. Surely, had the SCTA teahd theDistrict thatthe language ivas
proposing aptured all savings regardless of howhey wererealized and without
achieving on-going year-to-year savinrga lively discussion likely would hawerupted

No bargaining notes were produdedorroborateMr. Borsoss testimonythat
SCTA explained thadiny savingscausedy areduction in health care costowever that

came about, wouldccrue to the bargaining uniih contrast



Net with a less expensive pland pledged that anya@ings derived frona move ¢ a
different planwould be applied to the SCTA bargaining unit. The parties also discussed
savings that could be realized if SCTA members were moved to a larger health benefit
purchasing pool, such as CalPERS. In that case, for example, SCTA memyjdrs

remain in thesameKaiser plan, but overall savings to health benefitsild be achieved

by moving everyone to another purchasing pool. The fifth sentence of Article 13.1.1
accounts for both eventualitiesavings derived from changes in plans and reductions in
health plan costs derived from switching to a larger pool. This reading of the language
accounts for both mechanisms by which savings could be actaededhich were
discussed throughout negotiatiolrsthe context of the partiegalks, the reduction in

health plan costs referenced in Article 13.1.1 are those achiesaldnying an

alternative plan or changing #odifferent purchasing pool.

The Districts first counterproposal on Article 13.Xpecifically referenced
CECHCR andeinforces this understanding of the languadyile this language was not
included in the final draft, tecognizeshe partiesextensive collaboration with
CECHCRcontemporaneous witheir collectivebargaining and their discussions with
CECHCR about health benefit cost savings achieved by moving away from the costly
Health Net plan or into a larger purchasing pdtle theme of savingachievedhrough
changes persisted at the time the District presented SCTA with this counterproposal.

As bargaining continue@CTA and the District continued to discuss changes in
plans or a move to the CalPERS health benefit pool. At none of these safi&ons
December 12, 2016id any member of th8 CTA negotiating teancommunicate that

the bargaining unitvas entitled to the savings derived frgear-to-yeafluctuationsin
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renewal rates for existing health plaAsthe time the parties reached their tentative
agreement oBeptember 15, A0, and thereaftethrough Board approval and SCTA
member ratification of the successor agreement, the parties understood that savings
derived from changes to the health benefit plans or pools would go back to the bargaining
unit.

It is a longstanding tenet of contract interpretation that a jsamydisclosed
understanding of the meaning of contract language cannot determine what the contract
means. SCTA did not communicate the alternative path to achieve savings to the District.
In contrast, achievement of savirthsough changes to plans or pools was repeatedly
expressed during bargainiagdthroughout the parti€éengagement with CECHCR.

FurthermoreSCTA reads the contested language of Article 13.1.1 to mean that
rate reductions are not offset by other rate increbseausésaving$ are defined as
“per plan? The“per plari definition of savings iequally serviceabla the contexbf
per plan actual (versus budgeted) cost. Moreover, S€inferpretation flies in the face
of the Districts clearly enunciated priority ofakinglasting structural chages toSCTA
membershealth benefitsThereis no support for SCTA assertion that the precise
mechanism byvhich health plan costs are reduced is immaterial. Similamiuding
renewal rateeductionsbut notrenewal raténcreasesaspart of the contractual
calculationdelivers nd‘saving$ to the District ands antithetical tats goal.And, it sets
up a one-sided bargain whereby the District achieves no lastimgtural heath benefit
costsaving changes but SCTraaps the benefit of any funds that result from market
fluctuations in existing health benefit plan renewal rateat §annot be what the parties

intended omlgreed to.
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