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 City Council Meeting 

April 26, 2005

Agenda Item Transmittal

Agenda Item #:   4        

Agenda Title:   Consider change in Personnel Policy regarding retiree’s benefits  under the City’s medical plan.

Council Action to be taken: Approve one of the five options presented or deny request

Initiating Department:  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 consider whether or not to change the terms of retiree insurance benefits as currently defined in the Personnel Policies.

	2. DESCRIPTION/ JUSTIFICATION


a) Background

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 provided that the retiree pay their own premium. 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 plan or

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

Davidica Blum with the Scott & White Health Plan addressed the Council regarding the option of carving out the retirees from the current employee’s coverage. Under this arrangement, the retiree’s would be in their own pool and any claims they might have would not affect rates for current City employees who had coverage under the Scott & White Health Plan.  The unknown at the time was what rate the retiree’s would have to pay to retain coverage up to age sixty-five. 

b) Issues and Analysis

In deciding which of the five options listed below, the Council would like to pursue, the impact on all but the first would change depending on the number of retiree’s would be eligible.  The current rule applies only to those retirees that retired after 2000.  The Council could at its option extend coverage to all retired employees irrespective of the date of their retirement.  There are currently 41 retirees drawing retirement benefits from the City. Ten of these are eligible for the current benefit and 9 others are less than 65 years of age. In discussing the City’s legal obligation to provide extended coverage to these other retiree’s, the City Attorney has determined that the City is under no legal obligation to do so.  In considering the five options listed in the following, the Council may also consider whether or not to expand coverage to all retirees or to just those still under age 65 or limit the benefit to only those currently enrolled.   

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

1. Make no changes to the current policy – Those retirees that are currently covered or become eligible in the future would be allowed to remain on the City’s current health insurance plan for a maximum of five years with the City paying the retirees premium. Eligibility for this benefit would expire immediately if any of the following conditions are met:

a. The retiree reaches the age of 65 or

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

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

2. Allow retirees to remain on the health insurance plan indefinitely and the City pays all or a portion of the premium. – Allowing retirees to remain on the current health insurance policy would adversely impact the City’s CRC rating (Community Rating Classification) which in turn would be reflected in higher premiums paid by the City and the employee if they had dependent coverage.  Each year Scott & White analyzes the number of members, their ages, sex and claims experience. This option would have a cumulative impact of increased costs every year. 

3. Allow retirees to remain on the City’s health insurance plan indefinitely provided that the retiree paid their own premium – Despite the fact that the City would not be out-of pocket for premiums, if the retiree’s remain in the same pool as regular employees, their claims history would more than likely place considerable upward pressure on rates for employees and dependents. 

4. Carve out pre age 65 retirees and put them in a separate pool from the current employees and the City pays all or a portion of the monthly premium for each retiree.  By carving out the retirees, their claims experience would not affect the rates paid by current employees. Attached you will find a letter from Scott & White showing that the cost to implement this would be $409.11 per month for retiree coverage. The impact of this policy option in the short term would be a monthly cost of $409.11 times whatever percentage the City was willing to pay times the number of current retirees that would be eligible to receive the benefit. At payment of 100% of the premium the monthly cost to the City would be $7,773.09. This is calculated by multiplying the sum of 10 retirees on the existing plan plus 9 others that would be eligible for a total of 19 times $409.11. Removing these employees from the City’s pool would result in a decrease of about 3% for our current employees monthly premium. Keep in mind however that if the City pays any portion of the premiums, the long term impact of this policy would be difficult to calculate. Its possible that many employees who have 15 to 20 years experience with the City and who are still relatively young, could be drawing on this benefit for many years to come even if it cut off at age 65. Scott & White recommends that coverage after age 65 not be offered. They point out that when retirees reach age 65 they are eligible for Medicare and the planned enhancement of Prescription coverage effective January 1, 2006. A retiree could also elect to enroll on a supplemental insurance plan to Medicare for a low price. 

5. Carve out pre age 65 retirees, put them in a separate pool from the current employees and have the retiree pay 100% of their own premiums. This plan would have the least financial impact on the City. If the retiree bore the full cost of the premium, and they were in a separate pool, the impact would result in a slight decrease in the City’s cost for employee premiums.  

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

Approval to exclude retirees from our current employee pool would not have an impact on the City’s budget provided that the retiree pay the premium in full nor would it affect the current employee’s cost of dependent coverage.

	4. RECOMMENDATION


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

	5. REFERENCE FILES 


- 4a Scott & White letter from Davidica Blum and Resolution R-03-29
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