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	SUBJECT/TITLE
	An act relating to health insurance coverage for retired policemen and firefighters in urban-county governments


	SPONSOR
	Representative K. Stein


MANDATE SUMMARY

	Unit of Government:
	
	City;
	
	County;
	x
	Urban County Government


Program/

	Office(s) Impacted:
	UCG and UCG Police and Firefighters Pension Fund


	Requirement:
	x
	Mandatory
	
	Optional


Effect on

	Powers & Duties
	
	Modifies Existing
	x
	Adds New
	
	Eliminates Existing


PURPOSE/MECHANICS

This bill requires the board of trustees of the police and firefighters retirement fund of an urban county to provide hospital and medical health insurance coverage for retired and disabled members. As an alternative to this coverage, the board shall also make available health care coverage by health maintenance organizations. For retirees eligible for Medicare coverage, the board shall provide Medicare supplement hospital and medical insurance coverage that when combined with Medicare provides coverage comparable to that provided to recipients not eligible for Medicare. The premiums for health insurance coverage for these parties shall be paid in full by the urban-county government.

Medical and hospital health insurance shall be made available to the spouse, dependents, and disabled children of a recipient or a beneficiary at group rates. The urban-county governments would not be required to purchase coverage for these recipients.

	FISCAL EXPLANATION/BILL PROVISIONS
	ESTIMATED COST


The only urban-county government in Kentucky is the Lexington/Fayette Urban County government (LFUCG). The Police and Firefighter Retirement Fund currently provides benefits to 606 people, 434 of whom are under age 65, and 172 of whom are 65 years of age or will be 65 years old this year. The current monthly cost for medical and hospital insurance provided by LFUCG to employees is approximately $200 per month or $2,400 per year. This policy is currently available to retirees at their expense. LFUCG also has a Medicare supplemental policy available for retirees at a cost of $100 per month or $1,200 per year.

The bill requires that the LFUCG offer both broad medical and hospital insurance and a health Maintenance Organization (HMO) plan to retirees that are not covered by Medicare. Also, the bill stipulates that LFUCG provide a supplemental Medicare policy that would provide coverage that would be equal to the broad medical and hospital plan when combined with Medicare. Since the number of non-Medicare eligible retirees that choose each plan cannot be determined, the fiscal impact presented here is a high cost estimate and a low cost estimate for LFUCG to meet the requirements of this bill. 

The high cost estimate assumes that of the 606 beneficiaries of the retirement plan, each of the 434 beneficiaries under the age of 65 group will be provided with insurance at the current rate of $2,400 per year or $1,041,600 per year for the entire group. It is difficult to find a Medicare supplemental policy that, when combined with Medicare, would match the coverage provided in the broad policy, but is assumed that the premium for that policy would be approximately $130 per month or $1,560 per year. (This assumption is based on the current LFUCG supplemental policy that is $100 per month and doesn’t provide equivalent coverage, and the cost for a supplemental policy from Humana which provides prescription coverage but carries a high deductible). The annual cost to LFUCG for the 172 Medicare eligible retirees would be $268,320 ($172 x 1,560). The total high-cost estimate for LFUCG to provide health insurance coverage under this bill is $1,309,920.

The low-cost estimate assumes that the under 65 group of 434 retirees will choose the alternate HMO plan required by this bill. The cost for this coverage is estimated to be $167 per month or $2,004 per year based on the average cost for standard high and standard low plans for government employees offered through KY Kare in 1998 by companies that provide coverage in Fayette County. The total annual low-cost estimate for the under 65 group is $869,736. There aren’t any health care options in the bill for those who are eligible for Medicare, so the cost of coverage for this group of 172 is the same as in the high-cost estimate, $268,320. The total low-cost estimate for LFUCG to provide health insurance coverage under this bill is $1,138,056.

In summary, the high-cost estimate to LFUCG for providing health insurance coverage to beneficiaries of the police and firefighters retirement fund as specified in this bill is $1,309,920. The low-cost estimate $1,138,056. In addition, LFUCG officials estimate that 35-40 people will retire from the police and firefighter system each year for the next few years. The additional retirees will result in an increase to the cost of complying with this bill in future years.
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