
                    

   Office of the Finance Director/Treasurer

To: Mayor Welch, Common Council Members
From: Dan Nelson, Finance Director/Treasurer
Date: April 6, 2016
Subject: Discussion and possible action regarding post-employment health insurance

Summary
Full-time employees hired prior to 2008 were eligible to have the City of Milton cover 85% of 
the retiree’s health insurance until they bec a me Medicare eligible.  When the Employee 
Handbook was created, this was  removed  because of the significant liability  to the City.  Since 
that time,  the intent  has been  to mo dify the benefit so it  could be more  affordable to the 
taxpayers of the City.  

The refore, the Administration has prepared the  modified plan outlined belo w for the 10 non- 
represented (non-union) employees that are affected by this change.

Analysis
Under the previous plan, in which all full - time employees hired prior to 2008 would have 85% of 
their retirement health insurance covered, t he City would need to set aside $45,809 annually for 
30 years .  I f  no  contributions  were made , it will ultimately generate a $501,000 unfunded 
liability.   With the levy limit laws in place today, this would be unaffordable and would result in 
the reduction of staff in order to cover the liability.

Under the newly proposed plan, the  City would fund $800/year for past service of the  a ffected 10 
employees with a total cost of  $153,600 ($115,200 from the general fund and $38,400 from the 
water fund) .  This “upfront payment” would be  place d  into a Post-Employment Healthc are 
Reimbursement  Plan  for each individual employee .  The City would  then  annually fund $800 
($66.67/monthly) into each employee’s plan ($6,400 from the general fund and $1,600 from the 
water fund).  

The employee is free to invest those f unds in any eligible investment.  I f they leave prior to 
retirement eligibility (as outlined in the policy), the funds would revert back to the City of 
Milton.

City staff expl ored many different options that  addressed  the following  concerns from 
employees:



                    

a. Concerns about repeated “broken promises” of the past.  Staff was concerned they have 
been “promised” things in the past that have failed to be enacted.

b. Staff was concerned about a recognition of longevity.
Taking these concerns into consideration, the proposed plan has been vetted by all 10 affected 
employees and generally agreed to.  

All other employees hired after 2008 are not affected by this change and are not eligible for any 
post-employment health benefit beyond the 480 hour disbursement of their accrued medical 
leave bank at retirement.   This proposed benefit would be above and beyond the existing benefit 
for all non-represented employees hired after 2008.

Recommendation
Although the City is under no legal obligation to provide this benefit to the 10 affected 
employees, the  current  Administration feels this has been a long standing “promise” that has 
been made by previous  A dministrations that has not been acted upon.  Therefore,  the 
Administration recommends approval to the changes in the  Post-Employment Health Insurance 
Plan as attached.

Attachments

 Post-employment health insurance plan


