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City Hall
Nine Dale Ave
Gloucester, MA 01930

TEL 978-281-9700
FAX 978-281-9738

ckirk@ci.gloucester. ma.us

OFFICE OF THE MAYOR

MEMORANDUM

TO:  City Council [J(/j

FR: Mayor Carolyn A. Kirk
RE: Health Insurance Reform — A option of Legislation
DT: November 14, 2011

Dear Councilors,

On July 12, 2011 the state legislature approved, and the Governor subsequently signed into law, a more streamlined
process for making changes to employee health insurance,

For Gloucester to realize the benefits of this legislation, the City Council needs to adopt the relevant sections of Mass. ,
General Law. '

The Administration respectfully requests that the City Council of the City of Gloucester pursuant to § 21 of ¢ 32B
of the Massachusetts General Laws adopt §§21, 22 and 23 of ¢32B of the Massachusetts General Laws,

Referenced statutes are attached for your information.

Thank you.




General Laws: CHAPTER 32B, Section 21 Page 1 of 4

" Print

. PART I ADMINISTRATION OF THE GOVERNMENT
(Chapters 1 through 182)

TITLE IV ClVIL SERVICE RETIREMENTS AND PENSIONS

CHAPTER 323 CONTRIBUTORY GROUP GENERAL OR BLANKET INSURANCE FOR PERSONS IN THE
: SERVICE OF COUNT!ES CITIES TOWNS AND DISTRICTS AND THE!R DEPENDENTS

é Sectlon 21 Manner of changmg health insurance beneflts est|mat|on of savings; approval of
¢ agreement; immediate implementation; time for review; distribution of savings; regulations

[ Text of section added by 2011, 69, Sec. 3 effective July 12, 2011. Ji

sl Seoction 21. (a) Any political subdivision electing to change health insurance benefits under
sections 22 or 23 shall do so in the following manner: in a county, except Worcester county,
by a vote of the county commissioners; in a city having Plan D or a Plan E charter, by
majority vote of the city council and approval by the manager; in any other city, by majority
vote of the city council and approval by the mayor; in a town, by vote of the board of
selectmen; in a regional school district, by vote of the regional district school committee: and
in all other districts, by vote of the registered voters of the district at a district meeting. This
section shall be binding on any political subdivision that implements changes to health
insurance benefits pursuant to section 22 or 23.

(b) Prior to implementing any changes authorized under sections 22 or 23, the appropriate
public authority shall evaluate its health insurance coverage and determine the savings that
may be realized after the first 12 months of implementation of plan design changes or upon
transfer of its subscribers to the commission. The appropriate public authority shall then notify
its insurance advisory committee, or such committee's regional or district equivalent, of the

- estimated savings and provide any reports or other documentation with respect to the
determination of estimated savings as requested by the insurance advisory committee. After
discussion with the insurance advisory committee as to the estimated savings, the
appropriate public authority shall give notice to each of its collective bargaining units to which
the authority provides health insurance benefits and a retiree representative, hereafter called
the public employee committee, of its intention to enter into negotiations to implement
changes to health insurance benefits provided by the appropriate public authority. The retiree
representative shall be designated by the Retired State, County and Municipal Employees
Association. A political subdivision which has previously established a public employee
committee under section 19 may implement changes to its health insurance benefits pursuant
to this section and sections 22 and 23.

Notice to the collective bargaining units and retirees shall be provided in the same manner
as prescribed in section 19. The notice shall detail the proposed changes, the appropriate
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General Laws: CHAPTER 32B, Section 21 Page 2 of 4

public authority's analysis and estimate of its anticipated savings from such changes and a
proposal to mitigate, moderate or cap the impact of these changes for subscribers, including
~ retirees, low-income subscribers and subscribers with high out-of-pocket health care costs,
who would otherwise be disproportionately affected.

(c) The appropriate public authority and the public employee committee shall have not more

than 30 days from the point at which the public employee committee receives the notice as
' provided in subsection (b) to negotiate all aspects of the proposal. An agreement with the

appropriate public authority shall be approved by a majority vote of the public employee
committee; provided, however, that the retiree representative shall have a 10 per cent vote. If
after 30 days the appropriate public authority and public employee committee are unable to
enter into a written agreement to implement changes under section 22 or 23, the matter shall
be submitted to a municipal health insurance review panel. The panel shall be comprised of 3
members, 1 of whom shall be appointed by the public employee committee, 1 of whom shall
be appointed by the public authority and 1 of whom shall be selected through the secretary of
administration and finance who shall forward to the appropriate public authority and the public
employee committee a list of 3 impartial potential members, each of whom shall have
professional experience in dispute mediation and municipal finance or municipal health
benefits, from which the appropriate public authority and the public employee committee may
jointly select the third member; provided, however, that if the appropriate public authority and
the public employee committee cannot agree within 3 business days upon which person to
select as the third member of the panel, the secretary of administration and finance shall
select the final member of the panel. Any fee or compensation provided to a member for
service on the panel shall be shared equally between the public employee committee and the
appropriate public authority.

(d) The municipal health insurance review panel shall approve the appropriate public
authority's immediate implementation of the proposed changes under section 22; provided,
however, that any increases to plan design features have been made in accordance with the
provisions of section 22. The municipal health insurance review panel shall approve the
appropriate public authority's immediate implementation of the proposed changes under
section 23; provided, that the panel confirms that the anticipated savings under those
changes would be at least 5 per cent greater than the maximum possible savings under
section 22. If the panel does not approve implementation of changes made pursuant to
section 22 or section 23, the public authority may submit a new proposal to the public
employee committee for consideration and confirmation under this section.

(e) Within 10 days of receiving any proposed changes under sections 22 or 23, the
municipal health insurance review panel shall: (i) confirm the appropriate public authority's
estimated monetary savings due to the proposed changes under section 22 or 23 and ensure
that the savings is substantiated by documentation provided by the appropriate public
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authority; provided, however, that if the panel determines the savings estimate to be
unsubstantiated, the panel may require the public authority to submit a new estimate or
provide additional information to substantiate the estimate: (ii) review the proposal submitted
by the appropriate public authority to mitigate, moderate or cap the impact of these changes
for subscribers, including retirees, low-income subscribers and subscribers with high out-of-
pocket health care costs, who would otherwise be disproportionately affected; and (iii) concur
with the appropriate public authority that the proposal is sufficient to mitigate, moderate or
cap the impact of these changes for subscribers, including retirees, low-income subscribers
and subscribers with high out-of-pocket health care costs, who would otherwise be
disproportionately affected or revise the proposal pursuant to subsection (f).

(f) The municipal health insurance review panel may determine the proposal to be
insufficient and may require additional savings to be shared with subscribers, particularly
those who would be disproportionately affected by changes made pursuant to sections 22 or
23, including retirees, low-income subscribers and subscribers with high out-of-pocket costs.
In evaluating the distribution of savings to retirees, the panel may consider any discrepancy
between the percentage contributed by retirees, surviving spouses and their dependents to
plans offered by the public authority as compared to other subscribers. In reaching a decision
on the proposal under this subsection, the municipal health insurance review panel may
consider an alternative proposal, with supporting documentation, from the public employee
committee to mitigate, moderate or cap the impact of these changes for subscribers. The
panel may require the appropriate public authority to distribute additional savings to
subscribers in the form of health reimbursement arrangements, wellness programs, health
care trust funds for emergency medical care or inpatient hospital care, out-of-pocket caps,
Medicare Part B reimbursements or reimbursements for other qualified medical expenses:
provided, however that in no case shall the municipal health insurance review panel
designate more than 25 per cent of the estimated savings to subscribers. The municipal
health insurance review panel shall not require a municipality to implement a proposal to
mitigate, moderate or cap the impact of changes authorized under section 22 or 23 which has
a total multi-year cost that exceeds 25 per cent of the estimated savings. All obligations on
behalf of the appropriate public authority related to the proposal shall expire after the initial
amount of estimated savings designated by the panel to be distributed to employees and
retirees has been expended. The panel shall not impose any change to contribution ratios.

(g9) The decision of the municipal health insurance review panel shall be binding upon all
parties.

(h) The secretary of administration and finance shall promulgate regulations establishing
administrative procedures for the negotiations with the public employee committee and the
municipal health insurance review panel, and issue guidelines to be utilized by the
appropriate public authority and the municipal health insurance review panel in evaluating
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which subscribers are disproportionately affected, subscriber income and subscriber out-of-
pocket costs associated with health insurance benefits.

http://www.malegislature.gov/Laws/GeneralLaws/Partl/Title]V/ Chapter32B/Section21/Print  7/18/2012
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- iPrint
PART I ADMINISTRATION OF THE GOVERNMENT

(Chapters 1 through 182)

TITLE IV CIVIL SERVICE RETIREMENTS AND PENSIONS

CHAPTER 323 CONTRIBUTORY GROUP GENERAL OR BLANKET INSURANCE FOR PERSONS IN THE
SERVICE OF COUNTIES CITIES TOWNS AND DISTRICTS AND THEIR DEPENDENTS

Aectlon 22 Copayments deductlbles tiered provider network copayments and other cost- sharmg pIan
desrgn features increases

[ Text of section added by 2011, 69, Sec. 3 effective July 12, 2011.]

ASection 22. (a) Upon meeting the requirements of section 21, an appropriate public authority
of a political subdivision which has undertaken to provide health insurance coverage to its
subscribers by acceptance of any other section of this chapter may include, as part of the
health plans that it offers to its subscribers not enrolled in a Medicare plan under section 18A,
copayments, deductibles, tiered provider network copayments and other cost-sharing plan
design features that are no greater in dollar amount than the copayments, deductibles, tiered
provider network copayments and other cost-sharing plan design features offered by the
commission pursuant to section 4 or 4A of chapter 32A in a non-Medicare plan with the
largest subscriber enroliment; provided, however, that for subscribers enrolied in a Medicare
plan pursuant to section 18A the appropriate public authority may include, as part of the
health plans that it offers to its subscribers, copayments, deductibles, tiered provider network
copayments and other cost-sharing plan design features that are no greater in dollar amount
than the copayments, deductibles, tiered provider network copayments and other cost-
sharing plan design features offered by the commission pursuant to section 4 or 4A of
chapter 32A in a Medicare plan with the largest subscriber enroliment. The appropriate public
authority shall not include a plan design feature which seeks to achieve premium savings by
offering a health benefit plan with a reduced or selective network or providers unless the
appropriate public authority also offers a health benefit plan to all subscribers that does not
contain a reduced or selective network of providers.

(b) An appropriate public authority may increase the dollar amounts for copayments,
deductibles, tiered provider network copayments and other cost-sharing plan design features:
provided that, for subscribers enrolled in a non-Medicare plan, such features do not exceed
plan design features offered by the commission pursuant to section 4 or 4A of chapter 32A in
a non-Medicare plan with the largest subscriber enrollment and, for subscribers enrolled in a
Medicare plan under section 18A, such features do not exceed plan design features offered
by the commission pursuant to section 4 or 4A of chapter 32A in a Medicare plan with the
largest subscriber enroliment; provided, however, that the public authority need only satisfy
the requirements of subsection (a) of section 21 the first time changes are implemented
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pursuant to this section; and provided, further that the public authority meet its obligations
under subsections (b) to (h), inclusive, of section 21 each time an increase to a plan design
feature is proposed.

Nothing herein shall prohibit an appropriate public authority from including in its health plans
higher copayments, deductibles or tiered provider network copayments or other plan design
features than those authorized by this section; provided, however, such higher copayments,
deductibles, tiered provider network copayments and other plan design features may be
included only after the governmental unit has satisfied any bargaining obligations pursuant to
section 19 or chapter 150E.

(c) The decision to accept and implement this section shall not be subject to bargaining
pursuant to chapter 150E or section 19. Nothing in this section shall preclude the
implementation of plan design changes pursuant to this section in communities that have
adopted section 19 of this chapter or by the governing board of a joint purchasing group
established pursuant to section 12.

(d) Nothing in this section shall relieve an appropriate public authority from providing health
insurance coverage to a subscriber to whom it has an obligation to provide coverage under
any other provision of this chapter.

(e) The first time a public authority implements plan design changes under this section or
section 23, the public authority shall not increase before July 1, 2014, the percentage
contributed by retirees, surviving spouses and their dependents to their health insurance
premiums from the percentage that was approved by the public authority prior to and in effect
on July 1, 2011; provided however, that if a public authority approved of an increase in said
percentage contributed by retirees before July 1, 2011, but to take effect on a date after July
1, 2011, said percentage increase may take effect upon the approval of the secretary of
administration and finance based on documented evidence satisfactory to the secretary that
the public authority approved the increase prior to July 1, 2011.
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-1 Print
PART I ADMINISTRATION OF THE GOVERNMENT
(Chapters 1 through 182)

- TITLE IV CIVIL SERVICE, RETIREMENTS AND PENSIONS
CHAPTER 32B CONTRIBUTORY GROUP GENERAL OR BLANKET INSURANCE FOR PERSONS IN THE
SERVICE OF COUNTIES, CITIES, TOWNS AND DISTRICTS, AND THEIR DEPENDENTS

wmssilils Section 23 Transfer of subscribers to commission; notice; transfer to Medicare of eligible subscribers;
withdrawal from commission coverage; group coverage provided by commission; deficit in ciaims trust
fund by self-insured political subdivision; administration of coverage for transferred subscribers by
commission; reimbursement of commission for coverage costs; withdrawal from commission

[ Text of section added by 2011, 69, Sec. 3 effective July 12, 2011.]

e Soction 23. (a) Upon meeting the requirements of section 21, an appropriate public authority
which has undertaken to provide health insurance coverage to its subscribers may elect to
provide health insurance coverage to its subscribers by transferring its subscribers to the
commission and shall notify the commission of such transfer. The notice shall be provided to
the commission by the appropriate public authority on or before December 1 of each year
and the transfer of subscribers to the commission shall take effect on the following July 1. On
the effective date of the transfer, the health insurance of all subscribers, including elderly
governmental retirees previously governed by section 10B of chapter 32A and retired
municipal teachers previously governed by section 12 of chapter 32A, shall be provided
through the commission for all purposes and governed under this section. As of the effective
date and for the duration of this transfer, subscribers transferred to the commission’s health
insurance coverage shall receive group health insurance benefits determined exclusively by
the commission and the coverage shall not be subject to collective bargaining, except for
contribution ratios.

Subscribers transferred to the commission who are eligible or become eligible for Medicare
coverage shall transfer to Medicare coverage, as prescribed by the commission. In the event
of transfer to Medicare, the political subdivision shall pay any Medicare part B premium
penalty assessed by the federal government on retirees, spouses and dependents as a result
of enroliment in Medicare part B at the time of transfer into the Medicare health benefits
supplement plan. For each subscriber's premium and the political subdivision's share of that
premium, the subscriber and the political subdivision shall furnish to the commission, in such
form and content as the commission shall prescribe, all information the commission deems
necessary to maintain subscribers' and covered dependents' health insurance coverage. The
appropriate public authority of the political subdivision shall perform such administrative
functions and process such information as the commission deems necessary to maintain
those subscribers' health insurance coverage including, but not limited to, family and
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- personnel status changes, and shall report all changes to the commission. In the event that a
political subdivision transfers subscribers to the commission under this section, subscribers
‘may be withdrawn from commission coverage at 3 year intervals from the date of transfer of
subscribers to the commission.

The appropriate public authority shall provide notice of any withdrawal by October 1 of the
year prior to the effective date of withdrawal. All withdrawals shall be effective on July 1
following the political subdivision's notice to the commission and the political subdivision shall
abide by all commission requirements for effectuating such withdrawal, including the notice
requirements in this subsection. In the event a political subdivision withdraws from
commission coverage under this section, such withdrawal shall be binding on all subscribers,
including those subscribers who, prior to the transfer to the commission, received coverage
from the commission under sections 10B and 12 of chapter 32A and, after withdrawal from
the commission, those subscribers who received coverage from the commission under said
sections 10B and 12 of said chapter 32A shall not pay more than 25 per cent of the cost of
their health insurance premiums. In the event of withdrawal from the commission, the political
subdivision and public employee unions shall return to governance of negotiations of health
insurance under chapter 150E and this chapter; provided, however, that the political
subdivision may transfer coverage to the commission again after complying with the
requirements of subsections (b) to (h), inclusive, of section 21.

The commission shall issue rules and regulations consistent with this section related to the
process by which subscribers shall be transferred to the commission.

(b) To the extent authorized under chapter 32A, the commission shall provide group
coverage of subscribers' health claims incurred after transfer to the commission. The claim
experience of those subscribers shall be maintained by the commission in a single pool and
combined with the claim experience of all covered state employees and retirees and their
covered dependents, including those subscribers who previously received coverage under
sections 10B and 12 of chapter 32A.

(c) A political subdivision that self-insures its group health insurance plan under section 3A
and has a deficit in its claims trust fund at the time of transferring its subscribers to the
commission and the deficit is attributable to a failure to accrue claims which had been
incurred but not paid may capitalize the deficit and amortize the amount over 10 fiscal years
in 10 equal amounts or on a schedule providing for a more rapid amortization. Except as
provided otherwise herein, subscribers eligible for health insurance coverage pursuant to this
section shall be subject to all of the terms, conditions, schedule of benefits and health
insurance carriers as employees and dependents as defined by section 2 and commission
regulations. The commission shall, exclusively and not subject to collective bargaining under
chapter 150E, determine all matters relating to subscribers' group health insurance rights,
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responsibilities, costs and payments and obligations excluding contribution ratios, including,
but not limited to, the manner and method of payment, schedule of benefits, eligibility
requirements and choice of health insurance carriers. The commission may issue rules and
regulations consistent with this section and shall provide public notice, and notice at the
request of the interested parties, of any proposed rules and regulations and provide an
opportunity to review and an opportunity to comment on those proposed rules and
regulations in writing and at a public hearing; provided, however, that the commission shall
not be subject to chapter 30A.

(d) The commission shall negotiate and purchase health insurance coverage for subscribers
transferred under this section and shall promulgate regulations, policies and procedures for
coverage of the transferred subscribers. The schedule of benefits available to transferred
subscribers shall be determined by the commission pursuant to chapter 32A. The
commission shall offer those subscribers the same choice as to health insurance carriers and
benefits as those provided to state employees and retirees. The political subdivision's
contribution to the cost of health insurance coverage for transferred subscribers shall be as
determined under this section, and shall not be subject to the provisions on contributions in
said chapter 32A. Any change to the premium contribution ratios shall become effective on
July 1 of each year, with notice to the commission of such change not later than January 15
of the same year.

(e) A political subdivision that transfers subscribers to the commission shall pay the
commission for all costs of its subscribers' coverage, including administrative expenses and
the governmental unit's cost of subscribers' premium. The commission shall determine on a
periodic basis the amount of premium which the political subdivision shall pay to the
commission. If the political subdivision unit fails to pay all or a portion of these costs
according to the timetable determined by the commission, the commission may inform the
state treasurer who shall issue a warrant in the manner provided by section 20 of chapter 59
requiring the respective political subdivision to pay into the treasury of the commonwealth as
prescribed by the commission the amount of the premium and administrative expenses
attributable to the political subdivision. The state treasurer shall recoup any past due costs
from the political subdivision's cherry sheet under section 20A of chapter 58 and transfer that
money to the commission. If a governmental unit fails to pay to the commission the costs of
coverage for more than 90 days and the cherry sheet provides an inadequate source of
payment, the commission may, at its discretion, cancel the coverage of subscribers of the
political subdivision. If the cancellation of coverage is for nonpayment, the political
subdivision shall provide all subscribers health insurance coverage under plans which are the
actuarial equivalent of plans offered by the commission in the preceding year until there is an
agreement with the public employee committee providing for replacement coverage.
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The commission may charge the political subdivision an administrative fee, which shall not
be more than 1 per cent of the cost of total premiums for the political subdivision, to be
determined by the commission which shall be considered as part of the cost of coverage to
determine the contributions of the political subdivision and its employees to the cost of health
insurance coverage by the commission.

() If there is a withdrawal from the commission under this section, all retirees, their spouses
and dependents insured or eligible to be insured by the political subdivision, if enrolled in
Medicare part A at no cost to the retiree, spouse or dependents, shall be required to be
insured by a Medicare extension plan offered by the political subdivision under section 11C or
section 16. A retiree shall provide the political subdivision, in such form as the political
subdivision shall prescribe, such information as is necessary to transfer to a Medicare
extension plan. If a retiree does not submit the information required, the retiree shall no
longer be eligible for the retiree's existing health insurance coverage. The political subdivision
may from time to time request from a retiree, a retiree's spouse and dependents, proof
certified by the federal government of the retiree's eligibility or ineligibility for Medicare part A
and part B coverage. The political subdivision shall pay the Medicare part B premium penalty
assessed by the federal government on those retirees, spouses and dependents as a result
of enroliment in Medicare part B at the time of transfer into the Medicare health benefits
supplement plan.

(9) The decision to implement this section shall not be subject to collective bargaining
pursuant to chapter 150E or section 19.

(h) Nothing in this section shall relieve a political subdivision from providing health insurance
coverage to a subscriber to whom it has anvobligation to provide coverage under any other
provision of this chapter or change eligibility standards for health insurance under the
definition of "employee" in section 2.
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MASSACHUSETTS
MUNICIPAL
ASSOCIATION

This year’s Municipal Health Insurance Reform Legislation & Regulations present new
opportunities for municipalities to make health insurance changes. This chart outlines
the basic steps and timing you must follow to adhere to the current legislation and

regulations.

Notice of intention to vote on adoption of Sections 21-23.

Send notice to Collective Bargaining Unit (CBU) presidents and Retired State
County and Municipal Employees (RSCME), at least two days prior to vote by

- body authorized to accept.

Vote to accept Sections 21-23 (no time limit).

Provide IAC with 52.03 NOTICE that includes proposed changes, estimated
savings from changes and mitigation proposal.

Send written Notice of Appropriate Public Authority’s (APA) decision to
proceed to president of each CBU and RSCME within two days after meeting
with IAC or ten days after IAC’s receipt of notice, whichever occurs earlier.

If a Public Employee Committee (PEC) already exists, then each CBU and
RSCME provides contact information for its designee to APA within 2 business
days of receipt of NOTICE,

If a PEC doesn‘t exist, then each CBU and RSCME provides contact informa-
tion for its designee to APA within five business days of receipt of NOTICE,

Deliver 52.03 NOTICE to each PEC member within two business days of
APA's receipt of contact information.




MASSACHUSETTS
MuUNICIPAL
ASSOCIATION

Provide notice to Secretary of Administration & Finance (A & F) and each
member of PEC of the start and end dates for thirty-day negotiation period and
contact information for APA’s designee to Review Panel within three business
days after starting date of negotiation period.

PEC selects Review Panel designee and notifies Secretary of A & F and
APA of selection within three business days of receiving APA’s notice.

Secretary of A & F provides list of three candidates for Panel chair within
ten days of receipt of PEC's designation.

APA and PEC must agree upon third member in three days and notify
Secretary of A & F of selection. (If no agreement, APA notifies Secretary.)

The Secretary of A & F makes an appointment of the third member no later than
the end of the thirty-day negotiation period.




MASSACHUSETTS
MuNICIPAL
ASSOCIATION

APA submits original proposal to Panel and PEC submits alternate
mitigation proposal, plus any other information, within three business days
after end of thirty-day negotiation period.

Impartial third member fixes time, date and place for Panel to convene
first meeting, within two business days after receipt of APA’s original proposal.

Currently, there is no time limit within which first meeting must be
scheduled by Panel,

Panel determines whether plan design changes exceed dollar amounts
for benchmark GIC plans. If not, must approve implementation of proposed
changes within ten days of convening Panel’s first meeting.

Panel shall confirm (or decline to confirm) APA’s estimated monetary
savings due to proposed § 22 or § 23 changes and review the mitigation
proposal(s) within ten calendar days of Panel’s receipt of proposed changes.




2 MASSACHUSETTS
> MUNICIPAL
ASSOCIATION

E APA must provide subscribers with at least sixty-days notice of any plan
« | design changes or transfer of subscribers to GIC prior to implementation.

2 Sixty-days notice period cannot begin until a written agreement is
® | signed or a Panel decision is issued.

% Impiementation of plan design changes must occur within ninety days
« | after a written agreement is signed or a Panel decision is issued unless
APA and PEC mutually agree to defer implementation until the end of the health
insurance policy year.

Disclosure: Please refer to 801 CMR 52.00 Municipal Health Insurance
Regulations for additional details. These are interim, emergency
regulations and subject to change.
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