
COMMISSION TO STUDY RETIREE HEALTH CARE AND OTHER 
NON-PENSION BENEFITS (OPEB)

[bookmark: _GoBack]The cost of retiree health benefits for public employees in Massachusetts is among the five highest of the 50 states and more generous than the benefit available to more than 90% of private employees in the Commonwealth. Changes to the pension system that apply to current employees may violate the Constitution, whereas healthcare benefits for current employees when they retire do not have the same level of protection.  Currently: 
· The Commonwealth contributes 80%-90% of the health insurance premiums for retirees enrolled in the GIC.   The percentage depends on the date of retirement and is 80% for those filing an application for retirement after 10/01/09. 
· Employees become fully vested in this benefit after 10 years of service, which they can access upon filing for retirement.  
· Most municipalities elect to cover between 75%-80% of premiums and are governed by the same 10 year vesting standard.  
· Benefit pays for a fixed percentage of premiums for those under 65 and a fixed percentage of supplemental Medicare coverage for retirees over 65.
· The total unfunded liability for these benefits is estimated to be over $40B for state and municipalities combined.

The pension reform bill signed November 2011 established a Retiree Health Care (OPEB) Commission. The goal of the Commission was to investigate and study retiree healthcare and other non-pension benefits. The Commission was charged with:
· Considering the range of benefits that are or should be provided as well as the current and anticipated future cost of providing them. 
· Considering and making recommendations on how best to divide the costs between the commonwealth and employees. 
· Studying the operation and structure of the Group Insurance Commission or any other aspects of employee healthcare the commission deems appropriate. 

Labor’s participation (including the retirees association) was critical to the success of the consensus recommendation.  Significant concessions on future employees were made by labor in the recognition that the current model was not sustainable.  Their partnership, along with the Mass Municipal Association and others, ensured the success of the OPEB Commission’s report.
Talking Points
· This proposal would save the state and municipalities over $10 billion over 30 years.
· Modifications to retiree health coverage are essential to keep the system sustainable for future state and municipal career employees.
· The current system is unsustainable in terms of its historic and potential future impact on government budgets.
· We must remain focused on maintaining the state and municipalities’ commitment to high quality health care for employees and retirees in order to attract and retain high quality employees.
· Under this proposed reform, state and municipal employees would have to work 20 years (instead of the current 10) and would have to be 60 years old (Group 1) to be eligible for retiree health care coverage.  This change will help keep the system sustainable for future generations. 
· In addition, the reform will help state and local governments continue to pay for core services during tight fiscal times by reducing the cost of retiree health care.
· The proposal also appropriately balances these changes on current employees by ensuring a responsible transition and protecting those employees closest to retirement from having to take on significant, increased costs to their retiree health care
· We reached this consensus recommendation by doing what we always do in Massachusetts, working with each other, instead of turning on each other.
· Municipalities, the state and labor came to the table and each gained and sacrificed to reach this important consensus recommendation. 

Commission’s Expected Recommendations (VOTE ON THURSDAY, DECEMBER 20)
· Future retiree health care benefits provided by both the State and municipalities are to be modified by:
· Increasing the minimum years of service requirement from 10 to 20 years;
· Increasing the minimum age for eligibility to 60 (for Group 1), 55 (for Group 2) and 50 (for Group 4); and 
· Prorating benefits on a scale from 50% premium contribution after 20 years to the maximum current retiree benefit of 80% of premium for State retirees at 30 years.

· These reforms will not apply to current retirees or to current employees who, at the time the reform is enacted:
· Are within five years of retirement age for their Group and have completed 20 years of service;
· Are within five years of Medicare eligibility (currently 65 for most people) and within 12 months of vesting;
· Are at least 57 years old and are eligible for the maximum retirement benefit of 80%; and  
· Are receiving an accidental disability retirement.

· Partial exemptions from the reform will be granted to current employees as follows:
· Any current employee who, at the time of the legislation, is at least age 50 and has completed 15 years of service, shall be eligible to receive a 50% premium contribution upon retirement;
· Any current employee who, at the time of the legislation, is at least age 55 and has completed 10 years of service, shall be eligible to receive a 50% premium contribution upon retirement; and 
· Ordinary disability retirements will be exempt from the reform until the 2014 Affordable Care Act exchange is available. At that time, ordinary disability retirees shall receive a 50% premium contribution for 10 to 20 years of service. Beyond 20 years, prorating will apply.

· Municipal retiree contributions (premium splits) will not be increased for three years after January 1, 2013 [confirm date]. 
· Increases adopted before that date can be implemented during this moratorium period. 
· Any municipality that exercises the right to change contribution levels following this moratorium shall hold harmless (grandfather) existing retirees at their current level of contribution.
· Surviving spouses will be entitled to a minimum 50% employer premium contribution. 
· In order to avoid an unfunded mandate in communities where this survivor benefit will result in increased costs that exceed ½ of the savings generated by the reform, the Commonwealth will reimburse those communities for 50% of their additional costs. 

· The Commission report will make note that the recommendations are consistent with the Commonwealth’s recent policy of applying changes to new retirees only. 

· The Commission report will recommend that future retirees be provided with information about the availability of coverage under the 2014 ACA Exchange and with the information necessary to determine whether coverage under the ACA exchange may be of comparable quality at a lower price.  

· The Commission will also recommend that the Group Insurance Commission investigate the adoption of an employee group waiver program for prescription drugs which would result in increased federal subsidies and resulting savings to the Commonwealth.  The expected savings for the Commonwealth in the first year of implementation would be $20 million. 



