[image: image1.wmf] 

 City Council Meeting 

March 10, 2005

Agenda Item Transmittal

Agenda Item #:         6  

Agenda Title: Consider allowing retired employees to remain on city health insurance       beyond five year limit.

Council Action to be taken:  Approve or Deny request

Initiating Entity:   Retired Public Safety Employee (Mary Bartlett)                              

Staff Contact: Starla Hall



 Human Resources Director



 352-5993 x22



 starla.hall@ci.taylor.tx.us

	1. INTRODUCTION/PURPOSE


The purpose of this item on the agenda is to allow a former public safety employee (now retired) to petition the Council for a revision in the City’s current policy related to health benefits for retirees. The specific request is to allow retirees to remain on the City’s health insurance plan indefinitely. Current policy allows retirees to stay on the City’s health insurance plan for a maximum of five years after retirement. 

	2. DESCRIPTION/ JUSTIFICATION


a. Background 

On December 20, 1999, the City Council adopted Resolution R99-35 which granted employees who retired after January 1, 2000 and were on the City’s health insurance at the time of retirement the right to continue receiving this benefit for up to 5 years.  Eligibility for this benefit expires immediately if any of the following conditions are met: 

1. the retiree reaches the age of 65 or 

2. the retiree becomes eligible for hospitalization and medical insurance coverage by virtue of other employment; or 

3. the retiree becomes eligible for disability retirement provided by the Federal Government at less than 100% disability.

On Nov. 13, 2003 Resolution R99-35 was revoked and the City’s Personnel Policy was revised. The latest Resolution confirmed the paid benefit for retiree’s under terms and conditions stated above but also added that “ a retiree who becomes eligible for disability retirement provided by the Federal Government for 100% disability, remains eligible to receive City hospitalization and medical insurance for the remainder of the five years”.  The only other stipulation is that retirees on 100% disability must reimburse the City for their premiums.  

The petitioner requests that the current policy be revised to remove the five year cap and  allow retirees to continue receiving benefits for an indefinite period of time. After five years on the plan the retiree must begin to reimburse the City for paid premiums.     

             b) Issues and Analysis 

In deciding whether or not the proposed change is in the best interest of the City, the following items may be considered: 

1. Number of employees eligible- 

The City of Taylor currently has a total of 42 retirees receiving retirement annuities. At the present time only 10 of those 42 retirees are on the retiree insurance plan. If the policy were changed, one question would be whether or not to allow the remaining 32 retirees without benefits to re-join the plan. The thing that most excludes them now is that they are over age 65.  If this restriction were lifted it could be argued in fairness to them, that they should be allowed to join.  In the current year 3 of the 10 eligible employees will be losing this benefit by virtue of expiration of their 5 years of eligibility. 

2. Potential impact on rates- 

When Scott & White conducts its annual group rating process they take into account among other things, the age and sex of the employees in the group. Scott & White rates the City by using Community Rating by Classification (CRC factor). Extending retiree benefits to some or all of the City’s retirees has the potential to impact greatly our CRC and by extension, the rates for insurance we will be paying in the future. This would most definitely affect the budget adversely as well as the cost of dependent coverage for existing employees whose premiums are paid by the employees themselves. 

While the City staff has been quite successful over the last few years in minimizing the impact of escalating premiums for Insurance, health care costs continue to rise with no end in sight and it becomes increasingly difficult to manage these costs. Examination of the City’s claim history over the last two complete fiscal years shows an alarming trend (see attachments). In 2003, the amount in premiums paid minus expenses showed a net profit to Scott & White of only $1,784.52. For 2004, Scott and White shows a net loss of $217,355.63 between claims paid and expenses. Despite the fact that 2005 so far as shown a more favorable result to-date, lifting the five year cap on medical benefits for retirees would have an immediate negative impact on our rates to be negotiated for next year and would only get worse in the future as more retirees would be added. 

3. Comparison with surrounding cities - 

In surveying surrounding cities concerning this issue, the following results were obtained:  

CITY

OFFERS INS 

HOW LONG ON
DOES CITY PAY



TO RETIREES

CITY’S PLAN

THE PREMIUM
Round Rock
     Yes


Indefinitely


No

Pflugerville
     Yes


Until age 65


No

Hutto

     No (Cobra)


Georgetown
     Yes


Indefinitely


No

Leander
     No (Cobra)

Cedar Park
     Yes


Until age 65

% based on retiree’s 









longevity. Age 65 plan is








secondary to Medicare









and retiree pays Premium









As shown on the chart only two cities (Round Rock and Georgetown) allow retirees to stay on their city’s plan indefinitely.  It is not clear how long this policy has been in place but given that fact that each of those two cities is exploring every avenue of controlling costs including establishing a coop among themselves, Williamson County and other cities, it is safe to say that if given the choice again, they probably would not provide this benefit. 

4. Past history – 

Prior to 1991 when the City was with Blue Cross and Blue Shield, retirees were allowed to continue enrollment in the City’s Health Plan at the City’s expense. The letter sent out to each of the retirees by then City Manager Dan Mize dated Jan. 23, 1991 (see attached) demonstrates the end result of that experiment.  The claims history with Blue Cross was ultimately so poor that to this day Blue Cross refuses to bid on the City of Taylor’s Health Plan.  

5. Planned enhancements to Medicare –

In considering this item, one thing to keep in mind is that effective January 1, 2006, Part D will be added to the Federal Medicare plan. This represents one of the most fundamental changes to the federal health insurance program for older and disabled Americans since its inception in 1965. Those who stand to benefit the most are lower-income Medicare beneficiaries who will receive significant subsidies, and seniors with catastrophic drug costs. After a $250.00 deductible, Medicare will cover 75% of the member’s cost up to $2,250. Between $2,250 and $5,100 there is no subsidy but over $5,100 Medicare pays 95% of the costs. There is however a monthly premium of $35.00 or $420.00 for the year. The Scott & White Senior Plan which is offered outside the City’s Plan matches and/or enhances Medicare’s program. The point is that there are other possible remedies for this plan on the near horizon that are outside of modifying the City’s current policy.

	3. FINANCIAL/BUDGET


Approval of the proposed change in policy would definitely have an adverse impact on the City’s ability to provide adequate medical benefits for its’ employees. The full extent of that negative impact cannot be known unless it is put into practice but the City’s own history would caution against making such a change. 

Rates are sure to continue to rise and any action that puts additional pressure on rates should be very carefully considered. 

At the present time it costs the employee $162.94 per month to cover their children; $318.36 per month for spousal coverage and $461.62 per month for family coverage. The City pays $252.54 per month for each employee covered by the plan. Negotiations  designed to try and control the increases will be very difficult this year, any increases in coverage will make this task even more difficult.  

	4. RECOMMENDATION


The City Council must decide what they think is in the best interest of the City on this issue.  

	5. REFERENCE FILES 


6a Resolution R03-29
6b Claims Experiences:

2002-2003 Scott & White Claims Experience

2003-2004 Scott & White Claims Experience

2004 to Present Scott & White Claims Experience

Prescription Drug Utilization 2003-2004

Prescription Drug Utilization 2004 to Present 

6c January 23, 1991 memo to Retirees from Dan Mize
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