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 City Council Meeting 

August 11, 2005

Agenda Item Transmittal

Agenda Item #:       3      

Agenda Title:          Consider employee and retiree health benefits

Council Action to be taken:  1) Approve one to two of the six Scott & White options presented. 2) Approve or deny request to separate retirees from the active employees. 3) Decision on whether or not to change the terms of retiree insurance benefits amending Resolution R-03-29

Initiating Department: Human Resources Department                               

Staff Contact:                  Starla Hall




       Human Resources Director




       352-5993 #22




      starla.hall@ci.taylor.tx.us
	1. INTRODUCTION/PURPOSE


1) The purpose of this item on the agenda is to consider one to two of the six Scott & White options for the employees medical insurance to be effective 10-1-05 to 9-30-06.   2) Approve or deny request to separate retirees from the active employees and place them in a separate pool. 3) Decision on whether or not to change the terms of retiree insurance benefits as currently defined in Resolution R-03-29.

	2. DESCRIPTION/ JUSTIFICATION


a) Background

1) The City went out for bid proposals on the medical insurance for the employees. Out of 13 Request for Proposals, three submitted bids and 10 insurance companies declined to bid due to them not being competitive or because of our large claims. The three insurance companies that bid were Scott & White, TML and United Health Care. Scott & White, our current provider, was the lowest bidder. 2) Separate retirees from the current employees or put all employees and retirees in the same pool. By carving out the retirees, their claims experience would not affect the rates paid by the current employees. If the City’s remains with the current plan with all employees in the same pool we would have to add another 2 to 2.50% to the proposed increase. 3) On March 10, 2005, former public safety employee (now retired) Mary Bartlett petitioned the City Council to allow retirees to remain on the City’s health insurance plan indefinitely. Current policy allows retirees from the City who retired after the year 2000, to remain on the City’s health insurance plan for a maximum of five years under the following conditions:

•   The retiree is less than sixty-five years of age or

•   has not become eligible for another insurance plan or

•   is not eligible for disability retirement provided by the Federal Government.

On April 26, 2005 City Council voted to allow retirees to remain on the insurance plan until September 30, 2005 but when the retiree reaches their five-year period, the retiree would be responsible for paying their premium in order to remain on the plan.


b) Issues and Analysis

1) In reviewing the Scott & White insurance proposal our current custom plan has an 18% renewal rate increase from our current rates, Plan 20 with a 16% increase and a Consumer Choice Plan 30 with a 3% actual decrease. By adding a $50.00 RX deductible to each option it would bring the rate increase down to 17% for the custom plan, 14% for Plan 20 and 5% decrease for the Consumer Choice Plan 30. We will be conducting insurance meetings with the employees on Tuesday, August 9th to discuss the Scott & White proposal. We will be taking a vote on which plan the employee would be most interested in and I will be bringing those results to the City Council on Thursday, August 11th.

2) Scott & White’s rate proposal actually has the active employees separated from the retirees by blending the two groups back together we would have to add another 2 to 2.50% to the proposed increase which would make the Plan 20 with a 16.38% increase instead of the proposed 14%. Rates will continue to rise in the future if the City keeps all employees and retirees in the same pool. Scott & White rates us by the age and gender of the employee in the group along with employees’ claims history. At 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 Council will need to take into account that the City employees will not be receiving a cost of living adjustment when deciding which option would be the best for all employees.

3) In deciding whether or not to change the retiree’s benefits under the City’s medical plan, the following options may be considered:

(A) Eligibility
       •  just cover retirees on or after 2000


 • all retirees including the ones retired before 2000. There are 41 retirees drawing retirement benefits from the City through TMRS. Ten of these retirees are on the retiree insurance plan.

(B) Insurance Pool

        •   Include retirees with current employees

• Carve out retirees from the current employee plan and establish a retiree insurance pool .

(C) Duration

        •  Make no change to the current policy. Retirees remain on the insurance plan for a maximum of five years or until the retiree reaches age 65 or becomes covered under another insurance plan or becomes eligible for disability retirement. 


•  Allow retirees to remain on the current plan indefinitely which would definitely have an adverse impact on the City’s ability to provide adequate medical benefits for current employees. Rates are sure to continue to rise.


•  Allow retirees to remain on the retiree insurance plan pool indefinitely provided they are separated from the current employees.

(D) Contribution by the City 
        •   City pays 100% of the retiree insurance premium.


•  City pay the premium cost of the current employee and the retiree pay the difference.

    
•   Retiree pays 100% of their premium.
 

	3. FINANCIAL/BUDGET


Continuing coverage for retired employees without separating them out into their own pool would definitely have an adverse impact on the City’s ability to provide adequate medical benefits for current employees. The least cost to the City would be to cover only the retirees who retire on or after 2000, put them in a separate pool, keeping them on the current retiree plan for a maximum of five years and paying the current employee rate with the retiree paying the difference. However the Council would need to take into consideration the eight employees currently on the retiree plan because when they went on the current retiree plan the City paid 100% of their premium. If this option is chosen the Council could make this effective for retirees retiring on or after 10-1-05 and grandfather the original eight retirees and continue paying 100% of their premium. The most costly to the City would be to allow all 41 retirees to be on the retiree insurance plan in the same pool as the active employees indefinitely with the City paying a portion or all of the retiree’s premium.

	4. RECOMMENDATION


•   The City Council must decide which two options are the best insurance options for the employees.

•   The City Council must decide whether or not to separate the retirees from the active employees therefore establishing their own retiree insurance pool.

•   The City Council must decide whether or not to change the current retiree insurance benefit plan.

	5. REFERENCE FILES 


3a Resolution R03-29
3b Scott & White Proposed Insurance options
 3c Scott & White Blended Insurance Rates
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