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MEMORANDUM
DATE: April 28,2010
TO: Town Meeting Members

SUBJECT: Article 27 - Home Rule Petition - GIC

Under this article, | am seeking your support of home rule legislation to allow the Town to move our
employees into the GIC (the State’s health insurance program) without having to reach an agreement through the
coalition bargaining process. 1 am adding protections for the employees by requiring that aggregate costs to the
employees (premiums, co-pays, and deductibles) can be no greater than what they are under the Town’s plans,
and that the benefits and coverage have to be comparable. This all has to be certified by a mutually selected
actuary with expertise in health insurance.

I want to state that just because [ have proposed filing this legislation does not mean that I am unwilling
to fry to negotiate an agreement to join the GIC or to negotiate other changes that would provide comparable
savings. Despite that fact that we spent a year trying to negotiate the GIC and other changes to no avail, [ have
asked the unions to come back to the table and try to work out an agreement. We are committed to start these
negotiations in earnest right away and have proposed engaging a facilitator in the process. If we do come to an
agreement within the next several months, I would be more than willing to drop the pursuit of the legislation.
Because the legislative process takes several months to complete, there is adequate time as Chairwoman Mahon
said to “roll up our sleeves” and work out a negotiated agreement.

I have attached a copy of my November 16, 2009 Jetter to Town Meeting explaining the lengthy GIC
bargaining process that we went through previously. T also attached a letter from the teachers’ union stating
flatly that they will not bargain over or consider the GIC. And while they did say that they are willing to talk
about other areas of healthcare, the concern is that we have already investigated other areas including going to a
single carrier, plan design change and going from a self insured to premium arrangement, and they all just meant
cost shifting to the employees and the amount of premium savings compared to the GIC were negligible. In the
end, the unions rejected all the options. While most of the unions supported the GIC option as the only option
that supported all of our goals of maintaining quality health care coverage while alse providing savings to the



employees and the Town, unfortunately one union was able to block the deal. Clearly the process to address
municipal health care is broken and needs to be fixed.

As you may be aware, last year the GIC had a funding shortfall which required some extraordinary co-
pay and deductible changes this year and premium increases for next year. Our healthcare consultant calculated
the Town and employee savings using the new co-pays, deductibles, and premiums. Whereas before the total
savings was estimated at $ 5.1 million, with the new structure and rates the total savings is estimated at $3.8
million. There are still huge savings to be obtained for both the Town and employees by geing to the GIC, and
many, many jobs could be saved.

There is also another recent change in GIC regulations that should serve to allay the concerns of the
employees. The GIC has recently voted to allow participating municipalities to establish Health Reimbursement
Accounts (HRA’S) for FY 2011 and FY 2012. Such accounts can be used to reimburse subscribers for out-of-
pocket costs incurred above a determined amount related to qualified medical expenses. State Senator Kenneth
Donnelly has also filed legislation (S. 1074) that would permanently establish HRA’s for municipalities
participating in the GIC. The establishment of such an account in Arlington would protect the subscribers that
the PEC was concerned would be disproportionately affected by a move to the GIC.

Over the last several months there has been a dramatic increase in recognition that something has to be
done to provide increased control to municipalities over healthcare plan designs and healthcare in general. In
fact, the recent passage of the Federal Health Care Reform Law has included an excise tax penalty for all
employers (municipalities included) who provide a level of benefits which the legislation defines as a “Cadillac
Plan”. If the penalty was in effect today, Arlington would be fiable for a $87,000 penalty. If the penalty is
implemented in 2018 (as the law is currently written), and annual health care costs continue their trend of a 9.2%
increase per year, the excise tax penalty to the Town of Arlington is projected to be $3.9 million. This only
serves to further support the need for real health insurance reform.

My preference is to go into the GIC through a bargaining process or in the alternative, implement
changes to our own plans and contribution splits that would give us savings comparable to the GIC. Our
experience to-date has shown, however, that the process has not worked. The letter from the teachers’ union also
makes it clear that they refuse to bargain about the GIC. Accordingly, I have been left with no choice but to
pursue the dual route of negotiations and the home rule petition. Thave attached several news articles and
editorials on this issue including one concerning a group of Mayor’s proposing a ballot initiative to bypass the
Legislature. If at any time during the process we are able to reach agreement about the GIC or propose changes
that would provide comparable savings as the GIC ($3.8 million), I would be happy to drop the pursuit of this
legislation.
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November 18, 2009
Repott on GIC Status

Given the number of Inquiries that | have received from Town Meeting Members, the amount of
misinformation that has been passed around, and the relative importance of this issue, | felf that it was
important that | provide this update fo you on the lssue of health insurance and the Town's attempt to
better control this major cost.

Two years ago the Staie passed jegislation that allows municipalities to join the State’s heaith
insurance plan, GIC, afier negotiations with the unlons through coalition bargaining.  The first opportunity
to join GIC in October 2007 was too soon to investigate the cost savings to the Town and employees.
Further, the GIC was in the process of bidding all of its health insurance plans for July 1, 2008, making a
comprehensive evaluation impossible,

We began meeting in earnest with the unions and retirees in June of 2008 o educate them on
health insurance issues and the options available, At that time, we were working with facilitator Bob
McKersie, an Arfington resident, and the Massachusstts Teachers Association (MTA) health Insurance
consultent, Carol Chandor of Bosion Benefits Pariners, LLC. Addifionally, we met with the main architect
of the recent legisiation which aliows municipaiifies {o join the GIC. He explained the process and .
provided some basic information about the GIC.. We then met with offi c:ais from the GIC who explained in
detail the plans and benefits offered under the GIC.

At that point, | felt it appropriate that we commence the farmal coa!ition bargaining process for the
purpose of negotiating an agreement to join the GIC. Accordingly, on October 20, 2008, | recommended
to the Board of Selectmen, and the Board unanimously passed, the following vote:

The Board of Sefectmen accepf M.G.L, c. 32B, section 19 (as amended) for the pupose
of ransferring all subscribers for whom the Town provides health insurance to the Group
Insurance Commission pursuant to M.G.L. ¢c. 32B, sectlon 19 {e}.

And further, to authorize the Town Manager fo: notice forthwith the initial meeting of a
Public Employee Commitiee for the purposes of M.G.L. ¢. 32, sectfion 19 (&), bargain with
such Public Employee Commiftse for the purposes of M.G.L. ¢. 32B, section 19 {e); enter
info an agreement with such Pubiic Employee Commitiee for the purposes of M.G.L. c.
32B, section 19 (e); and take all such other steps as are reasonably related to the
fransfer of all subscribers into the Group Insurance Commission.

The only avenue available io join the GIC is through the formation of a PEC (Public Employees
Committee) with a 70% weighted vote requirement through a coalition bargaining process. The weighied
vote for each union is listed in the following table. Each union and the retirees have one voting
representative on the PEC who is authorized to make binding agreements subject to a rafification vote of
their respective union memberships.



AEA - Arl, Educucation Assoc. 44.04%
AFSCME - Local 680 25.50%
Firefighters _ 7.56%
Patrolmen 4.43%
SEIU : 3.23%
AAA - Arl. Administretors Assoc. 2.22%
Ranking Officers 1.81%
Librarians ' 1.21%
IRelireas 10.00%
100%

While we began meeting immediately, it was difficult keeping the unjons {PEC) engaged in the
process. Nonetheless, ten separate meetings were held. This was in addifion to the several informational
sessions hald earlier. From November 18, 2008 to June 3, 2009 six negotiating sessions were held. We
requested to meet through the stmmer, but the PEC deglined. It was difficult to get the PEC re-engaged
in the fall. It was not until it was clear that we were facing major tayoffs that the PEC agreed fo meet on
October 13, 2009. Subsequently, negofiating sessions were held on October 19, 20, and 28" Throughout
the ten formal negotiating sessions, the PEC was encouraged and sought the expertise of its own health
insurance consultant Carol Chandor, Ms. Chandor and the Town's health insurance consultant, Group
Benefits Strategies, worked together to complle factual information for the Committee’s consideration. At
the Committee's request, we looked at other options such as a sole provider and keeping the current
providers but changing the co-pays to levels similar to the GIC. None of the options provided any
significant savings and only shifted costs to the employees. The GIC, because of its size and bargaining
power, was the only option that provided true and significant savings for the Town and employees.

My goal was to provide quality health care coverage for all employees without a cost increase to
them while maximizing the Town savings that would go towards preserving the jobs of as many
employees as possibie. | reminded the PEC that the smaller the savings to the Town means more
employess would lose their jobs and the health insurance that goes along with it.

On Thursday October 29™ the union representatives and | agreed to a deal that the PEC
members said they could bring back to their memberships for a vote. While it put less of the savings
towards minimizing layoffs than | wanted, it was better than no deal and still represented a win-win
situation for the Town and employees. _

The total first-year net savings were estimated at $5.1 miliion. The employees would have
recelved $2.6 million through reduced health care costs and a 2% wage increase. The balance, $2.5
million, would go to the Town Io reduce the number of employee layoffs and minimize setvice reductions,
A summary of the terms of the agreement and the resulting savings is included in the following table.



Agreement:
Three year agreement to join the GIC effective July 1, 2011. Employees and retirees
share of substantially reduced premiums would also be further reduced as follows:

Active and Retired Employees
- HMCs
PPOs
Surviving Spouses
HMOs & PPOs
. Indempity
Medicare Part B

* Contlillonal -Applicable i e veduclible institied by GIC increased above a spedific amount.

Wage Increases: FY2010: 0% FY2011: 2% FY2012: 2%
Binding offer by Town — each union free to accept or reject

FY2011
Premium Savings {3,948,504) (1,857,033}
Out-of Pocket costs 520,645
Medicare Part B 457,514 (457,514)
Salary Increass 4,000,000 {1,000,000)
Net Cost/(Savings): {2,450,990) (2,593,902)
FY2012
Premium Savings (4,623,680) {1,867,523)
Qut-of Pocket costs 557,080
Medlcare Part B 497 501 (497,501)
Salary Increase 2,000,000 {2,000,000)
Net Cost(Savings): {2,128,188) {3,807,934)
FY2013 ’ :
Prematm Savings (5,382,825} 2,101,441)
Qut-of Pocket costs 595,086
Medicare Part B 540,982 (540,982)
Salary Increase 2,000,000 {2,000,000),
Net Cost/{Savings): (2,841,544} (4,048,337)
SUMMARY
Premium Savings (13,955,019) (5,625,807}
Cut-of Pocket costs “ 1,673,821
Medicare Part B ) 4,495,097 (1,495,907)
Salary Increase 5,000,000 (5,600,000}
Net Cos¥/(Savings): (7,459,022} (10,448,173

On Tuesday, November 3" the Teachers union leadership called the other members of the PEC
and the Town ta inform us that they had changed their minds and further that they would nof even bring it
{o their membership for a vote.

I recognize that agreeing to join the GIC Is not an easy decision for the unions. It means giving up
their bargaining rights over health care plan design. 1 also recognize that the GIC is experiencing some
budgetary problems that may result in its rates or co-pays increasing and that it may institute some level
of deductibles. Any such increased costs, however, would be dwarfed by the $2.6 million in savings.
There is no conceivable scenario in which the increased costs would exceed the savings for employses.
To keep the deal together and to allay some of these concerms, i even offered fo further increase the
Town's contribution from 87% to 80% should the GIC implement a deductible greater than a percentage
of the premiums which would equate to approximately $250 for an individual and $750 for a famity. Some
concerns were expressed that while in the aggregate the unions would save, some individuals who
experienced a number of heaith issues during the year could end up paying out of pocket more than what
they saved. To address that scenario, | suggested during negotiations that the unions could fake a small
portion of their $2.6 million in savings fo establish a fund administered by a third party to assist those few
employees. The Town is prohibited by GIC rules from contributing to, or administering, such a fund.



By its actions, not only did the AEA leadership fail to bargain in good faith, it turned a win-win
situation into a lose-lose. Employees could have reduced their heaith care costs, received a 2% salary
increase, saved the jobs of a large number of their colieagues, and retirees would have had their health
care premiurns reduced along with the Town paying 50% of their Medicare Part B premium for both the
retiree and spouss. In addition, many valuable services would have been preserved far residents. Instead
health care costs will remain high for the employees and Town, there will be rio funds for raises, refirees
will continue to pay high costs with no contribution from the Town towards Medicare premiums, many
employees will lose their jobs, and residents will lose many services. | appreciate the union leaders who
bargained in good faith and understood what was at stake and the unique opportunity for a positive

outcome for alf parties at the negotiating table.

It's important to note that the GIC offers quality health care in & cost effective manner. Aska
State employee about the quality of thelr health care options and 'm sure the overwhelming response
would be that they are very satisfied. We have Town employees who, through their spouses, have the
option of joining the GIC and have opted for the GIC over the Town's health insurance.

Arlington health care costs have increased close fo 10% on average annually for the last decade.
While we have been able to negotiate some changes, the fact that it fook us five years and two expensive
arbitrations fo make minimal co-pay changes such as going from $5 to $10 for a doctor's visit is clear

evidence that the current process does not work.

It is time to change the law. The Legislature must remove the handcuffs it has placed on cities
and towns preventing them from exercising effective control over their largest cost. To put it simply,
Massachuseits cities and towns are being crushed under a two-tiered system. The State implerents plan
design changes and contribution changes as it deems appropriate. However, the State does not grant
that option to municipalities, forcing them to obtain union approval before any changes can be made.

A law that allows éne union to block the other unions and Town from taking this important step is
unacceptable. There is absolutely no justification for the double standard whereby the Stale retains
authority over its employee health care program but denies that same authority to citles and towns. Cities
and towns should have the option of managing their healthcare plan designs in the same fashion as the
State. At the barest minfmum cities and towns should be able 1o join the GIC without having to obtain

union approval.

Unfortunately this will not happen until our legistators hear from you and ether residents
demanding that they file and push for legisiation that allows the Town to join the GIC without first having
to obtain union approval. Please cali and write fo our legislators, the legistative leadership, and the

Governor now. Their contact information is & follows:

Representative Jay R. Kaufman
The State House, Room 156
Boston, MA 02133

617-722-2320 :
Rep.JayKaufman@hou.state.ma.us

Representative Sean Garballey

The State Houss, Room 134

Boston, MA 02133

617-722-2400
Rep.SeanGarballey@Hou.State MA.US

Rep, Willlam Brownsberger

The State House, Room 437.

Boston, MA 02133

617-722-2676 .
WilliamBrownsberger@Hou. State. MA.US

State Senator Kenneth J. Donnelly
The Siate House, Room 416-A
Boston, MA 02133

617-722-1432
Kenneth.Donnelly@Staie.ma.us

Governor Deval .Patrick

" The State House, Room 208

Boston, MA 02133
617-725-4005

Senate President Theresa Murray
The State House, Room 330
Boston, MA 02133

617-722-1500

Theresa. Murray@State. ma us

Speaker of the House Robert A. Deleo
The State House, Room 356

Boston, MA 02133

6847-722-2500
RobertDel.eo@Siate.ma.us

Ontgar F-Sellivnn.

Town Manager



ARLINGTON EDUCATION ASSOCIATION

637 Massachusetts Ave. Ron Colosi, Jr., President
Arlingtonr, MA 02476 Michael Carta, 1* Vice President
781-218-9232 Todd Sundstrom, 2™ Vice President

Valerie Sarazen, Secretary
Nigel Kraus, Treasurer

February 25, 2010

Mr. Brian Sullivan
Town Manager
Arlington Town Hall Annex

‘730 Massachusetts Avenue

Arlington, MA 02476
Dear Brian,

With regard to your request for the Arlington Education Association to consider returning
to the table to continue to discuss health care options, [ would like to convey the
following:

The AEA has always been willing to have discussions regarding health msurance. We
have never declined to come to the table — even when you and other town officials made
great efforts to publicly criticize, blame, and otherwise defame the Association after we
declined to join the GIC. Even though much of what was publicly disseminated was
inaccurate and full of spin, the AEA was still willing to return to the table then, and we
are still willing to return to the table now. '

Even though we know that while you are requesting to continue discussions with us you
are simultaneously supporting and pursuing measures to take away our collective
bargammg rights, we will §till ask you to join us at one of cur upcoming bargaining
sessions in order to discuss potential health care options other than the GIC. Whether
these are single provider plans, plan design changes, joining or creating a. health care
partnersh1p with other municipalities, or other alternatives, we would be more than happy
to examine any non-GIC options as part of our efforts to secure a new contract.

The AEA is currently not prepared to have any discussions regarding the GIC, as it is still
unstable. The AEA’s beliefs about mid-year plan changes to the GIC were proven
correct, as $250/$750 up front deductibles and across the board co-pay increases were
instituted as of February 1¥. These changes would have decimated any savings that most
members would have seen from the small premium savings that would have been
realized. In addition, it seems clear to us from what we are hearing about discussions

- among the Commissioners that the GIC plans will continue these co-pay increases and



deductibles into the next plan year that begins July 1, 2010. It is not even out of the
question, at this time, that there may be even more changes to the plans that could
adversely impact subscribers. The GIC is scheduled to vote on new plans and premiums
at its March 3 meeting. Finally, there is no way of knowing what the GIC will look like
come the next entry date of July 1, 2011. We do know that to a great extent the GIC
funding by the Commonwealth is direcily related to the Commonwealth’s fiscal and
budgetary conditions. It is worrisome at this time to contemplate what the continuing
State deficit means for the GIC and impacts on its plans in the coming year(s).

The AEA bargaining team looks forward to meeting with you at an upcoming session.

Sincerely,

Ronald J. Colosi, Ir.
President
Arlington Education Association

Cc: Dorine Levasseur — MTA Representative
AEA Bargaining Team
Arlington PEC
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GRASSROOTS SOLUTICONS

LASTING CHANGE March 8, 2010

I

Legislator
Address
Address
City, St, Zip

Dear [legislator]:

Cities and towns throughout the Commonwealth are cutting services and laying-off teachers, police and
firefighters, and other municipal employees. Yetat the same time, communities are forced to leave $100
million or more of potential health benefit savings on the table — money that could save those jobs and
preserve essential school and municipal services.

Municipal health benefit reform is the single most significant spending reform you can offer cash-strapped
cities and towns — and we need it mow. The state’s experience with the Group Insurance Commission (GIC)
proves that it is possible to offer employees excellent benefits at a lower cost. But in order for cities and
towns to achieve the same results as the state, we need to give mayors and town managers
similar authority to make cost-saving plan design changes or to join the GIC. Employees’ interests
will be protected by benchmarking their re-designed health plans against those énjoyed by state employees,
and by allowing the creation of health reimbursement accounts (HRAs) for communities joining the GIC.

A recently-published Boston Foundation report illustrates with specific data and exampiesjust what's at
stake. In Boston alone, the savings would be $41-$45 million; in Cambridge, $4 million; in Marshfield, at least
$450,000. This is real money, especially at a time when communities are being squeezed financially and state

aid is in jeopardy.

On behalf of Stand for Children members and education advocates across Massachusetts, we ask
you to protect children by empowering cities and towns to reduce health benefit costs. While we
are hopeful that you will be able to preserve level-funding for Chapter 70 and local aid in the FY2011 budget,
communities will still face major cuts to essential school and municipal services. During these difficuit times,
we simply cannot afford to leave $100 milfion or more in savings on the table. :

_Please act now. Deliver real reform that is good for taxpayers, for employees, and for children in schools and
citizens in their communities. '

Standing with you for childreh,

Stand for Children’s Massachusetts Leaders Network
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SPECIAL REPORT . L. The Byston Glabe
Runaway health costs are rocking municipal |

budgets
But there’s no will or willingness to roll back benefits granted in palmier times

By Sean P. Murphy, Globe Staff | February 28, 2010

First of two parts.

Elizabeth Debski spent eight years as Everett's city planner, before losing her job in 2006 when a newly
elected mayor installed his own team.

But Debski did not leave City Hall empty-handed. In addition to her pension, Debski, at 42, walked away with
city-subsidized health care insurance for life. If she lives into her 80s, as actuarial charts predict, taxpayers
could pay more than $1 million in all for her family’s health care benefits.

That's not to say Debski manipulated the system. She simply took what she was owed under a municipal
health care system whose generous benefits and colossal inefficiencies are crippling cities and towns across
Massachusetts. :

A six-month review by the Globe found that municipal heaith plans, which cover employees, refirees, and
elected officials, provide benefit levels largety unheard of in the private sector. Copays are much lower. Some
communities do not force retirees onto Medicare at age 65. Many citizens on elected hoards - some after
serving as few as six years - receive coverage for life, too.

As medical costs across the board rose over the past decade, municipal health care expenses exploded,
draining local budgets and forcing major cuts in services, higher property tax bills, and billions in new debt.

‘It has got to be dealt with,” said Richard Fortucci , the chief financial officer in Lynn. “Or we will all go -
bankrupt.”

The cost of municipal health care more than doubled from fiscal 2001 to 2008, adding more than $1 billion in
all to city and town budgets, according to state Department of Revenue data. A Globe survey of 25
communities found that they now devote, on.average, 14 percent of their budgets o health care, up from 8
percent a decade ago. Somerville, for one, spends $20 million more annually than it did 10 years ago, now
devoting almost 20 percent of its budget to health care.

So far, with powerful labor unions resistant to giving away hard-won benefits and a lack of political will in the
state Legislature to force changes, efforts to overhaul the system have fallen short.

To be sure, many municipal employees, elected officials, and retirees are paying a greater percentage of their
health premiums than ever. Still, almost all of the increase in municipal health care costs in the past 10 years
has been shouldered by taxpayers, who are subsidizing plans that are often superior to their own.

“It's a nice deal,” said Debski, now a part-’time planner in Malden,

She could get insurance through her husband's employer but doesn't, for a simple reason: The municipal plan
is far more generous and costs less.

“The system was there,” she said. “Ifind it hard to believe that anyone wouldn’t take what the system offered.”

http://www.boston.com/news/local/massachusetts/ articles/2010/02/28/runaway_health cos... 4/28/2010
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A crippling cost
The consequences of failing to face this crisis are on display in many cities and towns, nowhere more vividly

than in Lawrence.

In that city, on Feb. 1, children were momentarily trapped in a burning apartment building, down the street
from a fire station. But the city had recently shuttered the station, to help close a $24 million budget gap, and
firefighters had fo race from another location. The children escaped, but the fire chief warned the city it may
not be so lucky next time.

Meanwhile, Lawrence, one of the poorest municipalities in Massachusetts, continues to pay among the
highest rates in the state for health care benefits. The city’s health care kitty, which it uses to pay for coverage,
is currently $4 million in the red.

Health care costs are not the only budget-buster for cities and towns, of course, but their rise has led not just
to fewer firefighters in Lawrence but diminished services across the state.

Library hours have been cut in Wayland and Hull. Wakefield has deferred road and sidewalk repairs. Maiden
has introduced fees for trash pickup. Class sizes have increased in Chelsea. Major layoffs have hit, among
others, Boston, New Bedford, Worcester, and Brockton - with officials in all those communities citing rising
health care costs as a major factor. Revere last year closed City Hall on Fridays, to save cash.

“What am I going to do next, put a padiock on the police station and tell people to call the State Police
instead?” asked Mayor Thomas G. Ambrosino of Revere, who, like other mayors, is covered by municipal
insurance.

Communities, under a 30-year-old initiative known as Proposition 2 1/2, can raise their tex levy each year by
no more than 2.5 percent. In Revere, health care costs are rising at close fo 10 percent a year. This fiscal
year, the rise in health care expenses alone is projected to consume all of Revere's $1.5 million allowable tax
increase - and then some.

With health costs soaring year after year, communities must ask taxpayers for more money even while
providing fewer services. Indeed, focal officials say, Proposition 2 1/2 overrides - loathed at kitchen tables - are
often attributable, at least in part, to skyrocketing health expenses.

Voters in Weston passed a $1.1 million override in 2006, primarily because of health care costs, which had
risen by more than 80 percent in four years. .

it proved to be a temporary fix. By 2009 Weston needed more money to cover health care increases, said
Donna S. VanderClock, town manager. The town avoided another override after unionized employees agreed
to join the state’s health care system, saving about $1.7 million in the first year, VanderClock said.

Beyond the immediate costs, huge liabilities loom. Communities have promised current and future retirees
billions in health care subsidies, a burden taxpayers will bear long into the future.

Lynn owes current and future retirees an estimated $450 miflion in benefits over the course of their lives - five
times as much as it takes in annually in taxes, according to estimates by city actuaries. Brookline's unfunded
liability for health care is $320 miliion; Boston’s is $5.7 billion.

Though some communities, such as Wellesley, Needham, and Boston, have begun putting aside interest-
earning money every year to help meet those obligations, the vast majority of municipalities have not. Local
officials say they can barely afford to pay today's heatth care bills, let alone tomorrow’s,

“We have an unfunded liability of more than $600 million and with no plan to address it,” said John Condon,
Brockton's chief financial officer. “Even if we wanted to address it, we don't have the money for it.”

‘Very, very rich plans’
Jane Teal said she only wanted to help her hometown when she ran successiully for Lynn City Council in

http://www.boston.com/news/local/massachusetts/articles/2010/02/28/runaway health cos... 4/28/2010
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1995. She served for six years, then stepped down, eventually moving to Florida with her husband. Today,
Lynn taxpayers are paying $22,600 a year for the couple’s health care.

“It never crossed my mind that | would get insurance when | ran for office,” she said. “But | am glad fo have it.”

Six former city councilors are insured by Everett, plus 12 current ones. In Kingston, 10 part-time elected
officials receive town-subsidized heaith coverage, including four Planning Board members, three Health Board
members, and a sewer commissioner, ail of whom typically attend two meetings a month.

“That's the way it's been done for a long time in Kingston,” said Dennis Randall, vice chairman of the Board of
Selectmen. “But in tough times, everything should be under review.”

The extens'ion of benefits to focal elected officials is one vivid examble of how generous many municipal
health care plans are. In fact, national data show that state and local government pay significantly more for
health benefits than private employers.

Municipal health care plans were once deemed affordable and have helped cities and towns attract workers fo
the public sector, where salaries have often been lower. Today, however, they stand out for their
comparatively low cost fo subscribers and favorable terms.

Taxpayers now underwrite as much as 89 percent of active employees’ premiums in some of the state’s
largest cities, while private-sector employers often cover less than 70 percent, local and state data show. As
health care expenses have climbed for everyone, taxpayers - already paying a generous share of municipal
benefits - have been hit especially hard as those benefits have grown more costly.

The insurance plans many cities and towns offer to employees, retirees, and elected officials also require
minimal out-of-pocket expenses, with copayments for office appointments as low as $5. Most have copays for
emergency room visits of $25 or less,

By comparison, private-sector copays for office visits are typically at least $20, sometimes more, with $75
copays standard for emergency room visits, according to a survey of Massachusetts employers by the state
Division of Health Care Finance and Policy. Unlike most municipal plans, private-sector plans afso often force
subscribers to pay thousands annually in deductibles before insurers pay anything.

In addition, cities and towns are amohg the last employers to offer costly indemnity plans, which provide
virtually unrestricted medical care. Though phased out in much of the private sector, indemnity plans live on in
about a third of Bay State municipalities, according to a 2008 survey by the Massachusetts Municipal
Association,

Even with family HMO pilans, which typically limit access within a defined network of providers, municipal
premiums are, in some cases, 30 percent higher than in the private sector, according to a Giobe survey of
communities and state data.

Though cities and towns have some control over what benefits they provide, they are limited by state law: Not
only does the faw subject health benefits to local collective bargaining, the state also imposes certain
mandates on municipalities. Communities that offer health care to active workers, for example, must also offer

coverage to retirees.

The generous terms of municipal plans compound the problem, because they create incentives for higher use:
Low out-of-pocket costs - particularly the minimal copays - encourage subscribers to use more medical
services, thus driving up the overall expense to communities. :

“When a group uses a high number of services, high premiums result,” said Brian Pagliaro, senior vice
president of Tufts Health Plan.

Among the communities that pay the highest family premiums are Framingham, which spends $34,075 per
family; Waltham, at $30,100; and Everett, at $26,000.
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“The municipal plans are rich plans,” said Mayor Joseph A. Curtatone of Somerville. “They are very, very rich
plans.”

A boon for refirees
For taxpayers, there is no relief in sight, and for one simple reason: Municipal health benefits are especiaily

good in retirement, and the number of retirees has grown by a steady 2.5 percent per year since 2001, in part
because of longer life expectancies.

Under state law, any municipal employee with 10 years service is eligible, in retirement, to get health care
benefits for life from age 55, a benefit typically worth hundreds of thousands of dollars per person. (People
such as Debski, who have 20 years public service - she worked 12 years in Salem before going to Everett -
can immediately qualify if they are terminated, regardless of their age.)

Most municipalities also grant spouses generous health care benefits.

In some cases, retirees and spouses live decades beyond the date of retirement, the Globe found in a review
of thousands of pages of municipal retirement records. The widow of a Lynn police officer who retired on
disability in his 30s in 1953 is still receiving city-subsidized insurance - 57 years later.

Less than one-quarter of private-sector retirees nationally receive any health care benefits from their former
employers, said Roland McDevitt, director of health care research for the consulting firm Towers Watson.

Some cities and towns do not even compel retirees to use Medicare for nonemergency care once they reach
65, in effect leaving millions of dollars in federal subsidies on the table. Instead, retirees choose to stick with
the more generous, and more costly, municipal plans.

Communities, under a state law passed in 1991, can force employees to enroll with Medicare, but only if the
change is approved by the city council or town meeting. In some places, that has proven politically difficult,
given the ciout of active and retired municipal workers. ' A '

Boston, Lowell, and Léwrence are among those that have yet to adopt the provision. In Boston alone, there
are more than 1,500 retirees who are eligible for Medicare but do not take it, costing the city almost $5 miltion,
according to city estimates.

“Getting into Medicare is a tough vote,” said Condon, of Brockton. “People don't like change. And in Brockton,
we have more than 700 retirees on the voting rofls.”

Other municipal retirees don’t sign up for Medicare simply because they are not eligible. Most police,
firefighters, and teachers retire before age 65, and are thus too young to be covered by the federal system.
That means cities and towns pay as much to insure them - at least until they reach 65 - as they do to insure

active employees,
Even when retirees are on Medicare, it is still expensive for municipalities, because state mandates require

- communities to help cover drug costs and other expenses not paid by the program. By contrast, private-sector
retirees are typically on their own.

“In the private sector, when you turn 65, most employers say, ‘Good luck on Medicare,’ ” said McDevitt, the
national health care consultant. “And that’s it.”

Tomorrow: How cities, towns, and the state have tried and often failed to solve the problem.

Sean Murphy can be reached at smurphy@globe.com. =

© Copyright 2010 The New York Times Company
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Unions safeguard health benefits

Strapped towns seek law change
By Sean P. Murphy, Globe Staff { March 1, 2010

Second of two parts

it was the spring of 2009, and Salem Mayor Kim Driscoll, staring at a $1 million shortfall for her city, had an
idea: What if she could get employees fo pay more for their health care?

Salem had already trimmed 18 positions since 2008, partly o help offset rising municipal health care costs,
and Driscall offered the city’s eight unions a deal: No further layoffs if they agreed to raise, from 5 to $15,
certain copayments. She even pledged to pay the first five higher copayments for every worker,

“To my mind, it was a no-brainer,” Driscoll said, ‘But we got turned down by all eight unions. One of them, the
police, wouldn't even discuss it.”

It is & familiar lament. Mayors, city and town leaders, and state officials, including Governor Deval Patrick,
have launched repeated efforts to rein in the expense of providing health care to municipal workers, retirees,
and elected officials.

But organized fabor, fiercely protective of its members, has largely refused fo budgé resisting local efforts to
transfer more health care cosis to workers and move communities onfo the state’s health care plan. State
lawmakers have shown litle appetite for forcing an overhaul of the system,

The state forbids cities and fowns from shifting health care cosis to employees without bargaining with unions.
It is this aspect of state faw that municipal officlals say the Legislature must rewrite fo address the crisis.

Municipal unions and retiree groups, however, have for decades cultivated close ties on Beacon Hill -
spending generously in campaign contributions - and have so far successfully fought major changes.

Nancy O'Donnell, president of the Salem Police Patroimen’s Association, which represenis about 50 patrol
offlcers, sald pollce rejected Driscoll’'s proposal for higher copayments because just a vear earlier they had
reluctantly agreed to her demand that officers pay an additional 5 percent in premiums.

“We didn’t feel it was right to come back for more,” she said. “Basically, wa had fo stand our ground.”

O'Donnell bristled at the suggestion that employees should bear a greater burden of health care costs. She
said it was up to the mayor and other City Hall officials to come up with “creative solutions” to the budget
crisis, including possible tax increases and better management.

still, she said, *I really don't know what the answer is.”

In recent months, cities and towns from Braintree {o North Reading have tried to win similar health care
concessions from unians. In Arlington, town officials spent a year at the bargaining table before all unions

- finally agreed in Novermnber {o join the state's health care plan, a move the town said would save as much as
$2.5 mitlion annually. But at the last moment, the teachers union backed out, killing the deal.

“It was terribly disappointing and dzscouragmg." said Brtan F. Sullivan, town manager “Without the deal, we're
back to facing a substantial budaet deficit.”
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Robart McCarthy, president of the Professional Fire Fighters of Massachusetts, an umbrella group for
municipal firefighters, said unions are not about to just give away health care benefits won in tough
negotfiations over many years,

“It's not like we're just sucking this thing dry,” he said. “We go by the law. We go by collective bargaining.
That's the systermn. What are we supposed to do? Give them everything? They have to negotiate. That's the
system.”

BENCHMARKS SET EARLY
S0 how did we get fo this impasse?

The Legislature first gave cities and towns the authority to provide coverage in the 1950s, but only if approved
by the local city council ar by town voters,

Many communities initially decided against providing benefits, Those that did give them were limited by law fo

~paying no more than 50 percent of premiums. Across the state, about 10 percent of municipalities - mostly
towns - still adhere to that original 50 percent rate, including Hingham, Barnstable, and Hudson, according fo a
2008 Massachusetts Municipal Association survey.

Lawmakers gradually gave citles and towns wider discretion in setfing the proportion of premiums they could
nay. With health insurance historically not a huge budget driver, some municipalities offered, during contract
negotiations, to pay a higher percentage in exchange for lesser pay raises.

In 1989, the Legislature established a cap of 80 percent on municipal confributions to HMO premiums. But thet
cap became & benchmark as many untons fought fo increase their benefits,

“Since that time, municipal unions have been aggressively resisting municipai efforts to increase employees’
share of premium cost,” said Paul Mulkern, an attorney who specializes in municipal health care law,

The Legislature decades ago also linked health ¢care and pension benefits. Anyone who qualifies for 2 pension
qualifies for health care coverage. But there is one key difference: With pensions, employees have to work
decades to earn full refirement benefits; with health care, municipal employees, the moment they reach 10
vears of service, are entitted under state law to full benefits when they retire, from age 55.

This has made even relatively fow-paying jobs, such as teachers’ aides and schooi cafeteria workers, highly
covetad.

“People understand the value of health care bensfits, and there’s great competition to get any job because of
the benefits,” sald Frank J. Zecha, director of the Brookline retirement systemn.

PUSH FOR CHANGES FALLING SHORT
With great fanfare, Patrick in his 2007 inaugural address invited municipalities into “a new partnership with
state government,” one that promised fo bring long-sought relief from persistent increases in local property

taxes.

The Legislature responded by crafting a bill to allow cities and fowns to shift their employees and retirees from
locally managed health care plans to the state's much larger, more flexible one, called the Group nsurance
Commission. Consoiidating all municipal plans into the state GIC would save more than $1 billlon a year by
2018, aceording to estimates by the Massachusetts Taxpayers Foundation and the Boston Municipal
Research Bureau, twe nonpartisan business-backed waichdog groups.

The GIC saves taxpayers money in two ways, inciuding by requiring employees, retirees, and elected officials
to pay more out of pocket. '

In contrast fo cities and towns, the GIC is free by law to make changes in the health care plans for Its 265,000
subscribers without union bargaining, As recently as Feb. 1, the GIC imposed higher copayments fo meeta -
funding shortfall. The GIC, In some cases, requires a $250 copay for hospitalizations; in Beston, subscribers
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pay nothing.

The GIC also uses its market clout, as the state's largest purchaser of health care insurance, to get better
rates, said Dolores . Mitchell, the GiC executive director. “We get better service because we are a bigger
customer,” she said.

But the bilt alfowing local communities into the state piaﬁ contained a major caich. i required a 70 percent
vote of & committee of iocal union representatives before a municipality could join, effectively giving teachers
unions, typically the largest, a veto.

After some early interest, unions have shut the door, and the initiative has fallen far shart of expectations. In
the first year the GIC was offered, 10 municipalities, school districts, and charter schools joined; the second
year, there were 15. But then the exodus from local plans ground almost to a halt; only Brookline and
Hopedale have signed up to join, as of July 1 of this year.

“The City of Boston would save more than $18 milfion a year if its employees paid the same copays and
deductibles as the state GIC," said Lisa Calise Signori, director of administration and budget for the city,
“That’s the entire budget for the Parks Depariment.”

- Leaders of communifies that have joined the GIC say it has made 2 huge difference. Springfleld officials credit
the GIC as a major factor in the city’s recent financial turnaround. With Springfield’s finances still shaky, the
city’s unions agreed in 2007 o become the first municipality in the GIC. The move lowered annual health care
costs by about $7 miliion.

“The city has definitely saved money,” said Linda Parent, Springfield’s city insurance director. “Every study
that's been done shows it.”

One study, conducted in 2008 by the University of Massachusetis-Boston and Harvard University's Kennedy
Schoot of Government, confirmed Springfield’s savings,

There are two bills pending on Beacon Hill that would give cities and towns the authority to reduce health care
benefits without unlon approval. One was filed by Boston Mayor Thomas M. Menino, the other by the
municipal association.

“I's simpie: Hesalth insurance costs are unsustainable over the long term,” Menino said. “The more we pay for
heaith insurance, the less we have for city programs.”

Both bills remain in committes, and proponents are not optimistic they will move forward. A separate measure
on Beacon Hill originally included a provision to give communities greaier flexibility in setting health care
benefits, but it was deemed “too condroversial” and removed, said state Representative Paut J. Donato,
Democrat of Medford, the bill's lead sponsor.

Meanwhile, even with greater aftention in Massachusetts and nationally toward reining in the expense of
medical care, no one expects health care costs to stop their rapid rise anytime soon.

“I's a cataclysmic situation,” said Marc Waldman, Wellesley's treasurer. “Something has to happen.”

Sean Murphy can be reached af smurphy@aglobe.com. &

@ Copyright 2010 The New York Times Company
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Coverage switch urged for localities e Bnston Globe

Study finds savings in state health plan; Law change sought to empower
towns

By Sean P. Murphy, Globe Staff | March 3, 2010

Cities and towns would save tens of millions of dollars in health care costs for employees, retirees, and
elected officials by joining the state’s much larger, more flexible health care system, according fo a new report
by the Boston Foundation. ' .

The foundation’s detailed study of four municipalities - Boston, Cambridge, Melrese, and Marshfield -
Hustrates how health care expenses are severely hampering communities across Massachusetts.

Boston, for example, could reduce.its health insurance premiums this fiscal year by up o 17 percent, or $45
million, by joining the state’s Group Insurance Commission, the report finds, Melrose, which joined the GIC In
July, will fikely save $1.6 to $1.8 milfion annually, says the report, which the foundation will release today,

“The irrefutable point,” the report concludes, “is that there could be significant savings for cfties and towns - in
a time of severe fiscal challenges - if they were allowed to join the GiC apart from collective bargaining.”

Currently, communities can join the GIC only with the approval of local unions. But with some exceptions,
unions across the state have rejected such a move because it would end up costing their members more

money, particularly in the form of higher copayments.

Cities and towns are pushing the Legislature to change the law so communities can join the state system
without union approvat.

“It's the single most important step the Legislature can take fo address the budget crisis of the cifies and
towns,” Paul S. Grogan, president of the Boston Foundation, said in an interview yesterday.

The Globe reported earlier this week on how exploding municipal healih care costs are wrecking local
budgets, forcing cities and fowns fo cut services and ask more of taxpayers.

Grogan said that municipal plans stand out by being far more generous to subscribers than almost all other
plans in the public or private sectors.

“The current plans In the municipafiﬁeé are just way out of whack compared to what sveryone else pays,” he
said. "All we are asking is to bring the municipalities into line with others.”

The Globe reporied that municipai plans pay as much as 89 percent of premiums, while typically requiring $5
copayments for office visits and $25 for emergency room treatments.

Plans In the private sector typically pay less than 70 percent of premiums, and require $20 copayments or
more for office visits and $100 for emergency room freatments.

The GIC's copayments are on par with the private secior's.

The Boston Foundation report also recommends thet the Legislature give municipalities who do nat join the
GIC the power to increase premiums and copayments of the plans they offer without collective bargaining. In
addifion, the report says, cities and towns would save miliions by forcing retirees onto Medicare at age 85, a
politically difficult decision some communities have refused to make.
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Since 2007, when the state Legislature changed the law to allow citfes and towns into the GIC, 19
municipalities have joined the system, including Springfieid, Quincy, Weston, and Norwood,

But unions in only two municipalities agreed to join the plan as of July 1 of this year: Brookline and Hopedale.
Unions in other cifies and towns, meanwhile, rejected such a move.

Pubtic employes unions are leery of changes to municipal health care plans.

Brad Tenney, secretary-treasurer of the Professional Fire Fighters of Massachusefts, an umbrella group of
local unions, said his members are willing to *sit down with leaders on Beacon Hill and in the municipalifies to

reach a meeting of the minds.”

“We recognize the significant cost of health care,” he said. "But we feel it is unfait to lock at health insurance
in & vacuum, Members gave up pay raises or accepted smaller pay ralses through the years for the health
care benefits they have.”

Public employee unions and retiree groups, which make generous donations to the treasuries of many state
officer-holders, are weli-connected on Beacon Hill.

In brief inferviews on Monday, House Speaker Robert Deleo and Senate President Therese Murray
expressed lithe desire to strip union employees of long-held collective bargaining rights. Murray also said she
did not befieve the GIC was capable of accepting cities and towns without increasing its staff.

The GIC provides health insurance for about 300,000 state employees, retiress, and elected officials, including
employees and retirees of numerous independent authorities. State law aliows the GIC to adjust the amounts
subscribers pay in premiums and copayments without union negotiations.

The report found that Cambridge, by moving info the GIC, would save up to 10 percent, or $4.4 million, while
Marshfield would save up fo 11 percent, or $530,000.

Robert Carey, a consultant and formef GIC officlal who wrote the Boston Foundation repert, said in an
interview that the GIC would save municipalities not only by shifting more costs to subscribers, but also by

ioweringoverall costs,

He said the GIC saves money in part by steering subscribers o those medical providers whom the plan rates
as most cost-efficient. It does so by providing a financial incentive, Subscribers who go to doctors rated the
least cost-efficient pay a $45 copayment, while they pay $20 copayments for doctors rated the most cost-
gfficient.

The GIC also rewards subscribers for using lower-cost hospitals.

Sean Murphy can be reached at smurmhy@gicbe.com. ®
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Mayors want health costs on ballot The Boston Slobe

Legislators say cities to blame for benefits
By Sean P. Murphy, Globe Staff | March 10, 2010

A group of Massachusetts mayors, fed up with what they say is legislative inaction on skyrocketing municipal
health care costs, has launched a ballot initiative for 2012 aimed at giving cities and towns more flexibility in
reducing expensive benefits for employees, retirees, and elected officials.

Mayor Thomas M. Menino of Boston hosted a strategy session of about 20 mayors in City Hall Friday. The
group emerged with a proposal to allow communities to reduce benefits without union negotiations. Under
current state law, cities and towns are limited in what changes they can impose outside collective bargaining.

“The status quo is unacceptable,” said Mayor Thomas Ambrosino of Revere, one of the group’s leaders.
“Without change, most communities will have to do more of the same, more reductions in services, more
layoffs.”

“There are a lot of frustrated mayors out there,” he said.

But yesterday, state Senate President Therese Murray blasted the mayors’ plan o circumvent the Legislature
and go directly to voters, saying the problem was largely of the mayors’ making. City leaders handed out
generous pay raises for years and tolerated exploitation of pension loopholes, Murray said.

“It's time for the mayors to step up to the plate,” she said. “They have to look in the mirror on this. For years,
they have been putting together their budgets, and now it is reaching a peak.

“It's about time they managed their own funds better . . . instead of coming in here and saying, "You got to do
A,B,C andD.”

With health care costs straining cities and towns, political pressure is building on lawmakers to give
municipalities more control over what benefits they provide and to whom. But there are divisions on Beacon
Hill about what to do and how much to challenge the bargaining rights of labor unions.

Murray said she expected the Legislature to address the municipal health care crisis in the current session.

“Something has to be done on health care spending,” she said, adding that the Legislature is “spending a lot
of time on this.”

But House Speaker Robert A. Del.eo said in an interview that he was not so sure that a measure would pass,
and he seemed cool to the idea of stripping long-held collective bargaining rights from the municipal unions
representing police, firefighters, teachers, and other employees.

“| appreciate both sides in this, and unless there’s compromise or consensus, | don't know if it gets done,” he
said.

DeLeo met behind closed doors yesterday with House members, in part to discuss municipal health care
costs.

“There was absolutely no consensus,” he said. “The opinions of members were all over the place. Everyone
seemed to be making a good point.
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“We have the health care costs versus collective bargaining rights of workers. There’s a concern about further
diluting collective bargaining rights. This is not an easy issue.”

Governor Deval Patrick’s administration, which in the past has pushed for communities to join the state’s
health insurance plan, was noncommittal yesterday on efforts to change the system.

“The governor believes that we need to continue to work with cities and towns to find additional ways to help
them get their fiscal houses in order, but their employees should not be completely shut out of those
conversations,” Juan Martinez, a Patrick spokesman, said in a statement.

The Globe reported last week that health care costs added more than $1 billion to municipal budgets from
2001 to 2008, with many communities providing unusually generous benefits for employees, retirees, and
elected officials.

Some cities now devote close to 20 percent of their budgets to health care costs.

Municipal unions have largely succeeded in fighting off benefit reductions. Many municipal workers and
retirees in the state’s larger cities enjoy plans in which the city pays 80 percent or more of the premium, and
copayments for office visits are as low as $5.

To get a question on the 2012 ballot, the mayors would have to collect the signatures of tens of thousands of
voters who are in favor of the measure.

An initiative petition requires 3 percent of the number of voters in the most recent gubernatorial election, or
66,539, based on the 2006 election. That number will change, but probably not by much, after this year's
gubernatorial election.

The signatures would be due in August of 2011.

Sean Murphy can be reached at smurphy@globe.com. =
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