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Case Study #1 

Health Insurance Contribution Rates 

OVERVIEW OF LAW 

Chapter 32B of the Massachusetts General Laws permits municipalities to elect to 
provide group insurance with certain coverages for their employees and their 
dependents. The premium cost is shared equally by the employee and the 
municipality with the employee's 50% being withheld from wages. G.L. c. 32B, 
47A authorizes a municipality, if it so accepts, to contribute more than 50% 
toward the cost of indemnity-type coverage. Any municipality that has not 
accepted 57A is governed by 57 with respect to indemnity-type and PPO group 
health insurance plans. If, however, a municipality accepts €j 1 6, it is authorized to 
enter into a contract to make available the services of a health care, or health 
maintenance, organization ("HMO") as an alternative to indemnity-type group 
health insurance. If a municipality provides HMO coverage to its employees 
under 16, an employee plan must pay a minimum of 10% and a maximum of 
50% of the premium. The municipality's contributions must be between 90% and 
50% of premiums. 

Section 7A states that "[nlo governmental unit ... shall provide different 
subsidiary or additional rates to any group or class within that unit." However, no 
language similar to that in 57A making the premium contributions uniform for all 
employees is present in 5 1 6. 

Chapter 150E, 5 1 defines "Employer" or "Public Employer" for school employee 
collective bargaining purposes to include the school committee with the chief 
executive officer of the municipality. Chapter 7 1, §41 authorizes the school 
committee to award contracts to the superintendent and business administrator for 
up to 6 years, to provide for salaries, "fringe benefits and other conditions of 
employment." 

FACTS 

The Town of West Wayward accepted the provisions of Chapter 32B in 1958. It 
voted in 1 98 1 to make HMOs available to its municipal employees under G.L. c. 
32B, 5 1 6 .  Currently, West Wayward offers a group health insurance policy to all 
its municipal employees (indemnity plan), with an option to elect alternative 
coverage by a health maintenance organization (HMO). 

West Wayward has accepted §7A, and contributes to the indemnity plan 
premiums at the level of 60%. The balance is furnished by employees through a 
deduction from their wages (supplemented by direct payment to the employer, if 
necessary). As for the HMO plan, several years ago, the town's selectboard 



determined that the town would contribute 75% and its employees pay 25% 
toward that plan. 

Professional employees of West Wayward's schools have been organized into two 
bargaining units: Unit A which includes all classroom teachers and school nurses 
and Unit B which includes all department heads and administrators with the 
exception of the Superintendent and Business Manager. 

The School Committee is in the process of negotiating different contribution rates 
for Unit A and Unit B for the insurance plans. For the indemnity plan, the School 
Committee has proposed that Unit A employees will continue to contribute 40% 
towards their premiums while Unit B employees will receive a reduction in their 
premium payments to 30%. For the HMO plan, the School Committee has 
proposed that Unit I3 employees will continue to pay 25% of the premiums while 
Unit A employees will receive a reduction in their premium payments to 15%. 
The Superintendent and Business Manager pay 10% of their health insurance 
premiums pursuant to special employment contracts. Both have the HMO plan. 

1. Can the School Committee negotiate different insurance premium 
contribution rates with different bargaining units? 

2. Can the School Committee bind itself and the Town of West Wayward to 
pay for the increased costs resulting from its negotiated collective bargaining 

. agreement? 

3. Can the Town of West Wayward adjust the School Department's budget to 
compensate for any additional health insurance costa to be borne by the 
town? 

4. Can the school department pay a higher percentage contribution for the 
health insurance coverage of the Superintendent and Business Manager? 



Case Study #2 

Vacation and Sick Leave Buyback 
OVERVIEW OF LAW 

G.L. c. 149, 4 148 requires employers to make payment of wages to employees 
within specific time periods. All wages earned by employees working five or six 
days during a pay period shall be paid within six days of the termination of the 
pay period, or within seven days if the employee has a seven-day workweek. 
Wages of an employee who is involuntarily discharged must be paid on the day of 
discharge. Employees who voluntarily resign must be paid on the next regular 
payday 

The word "wages" includes any holiday or vacation payments due an employee 
under an oral or written agreement. Like wages, the vacation time promised to an 
employee is compensation for services which vests as the employee's services are 
rendered. See Elec. Data Sys. Corp. v. AG, 454 Mass. 63 (2009). 

Massachusetts courts have recognized that wages for time worked in excess of 
normal working hours are "wages" for purposes of G.L. c. 149, $148. See Parow 
v. Howard, 17 Mass. L. Rep. 149 (2003)(Middlesex Superior Court overtime 
decision). Employees are not entitled to recover compensation for personal and 
sick time under G.L. c. 149, §I48 absent express agreement. Souto v. 
Soverei pn Realty Associates. Ltd, 23 Mass. L. Rep. 3 86 (2007)(Middlesex 
Superior Court sick leave pay decision). 

G.L. c. 149, 5 150 authorizes an aggrieved employee to bring a civil action within 
three years against an employer who fails to comply with the requirements of 
G.L. c. 149, 5 148. It states that an employee who prevails in a claim for violation 
for the wage and hour laws "shall be awarded treble damages, as liquidated 
damages, for any lost wages and other benefits and shall also be awarded the costs 
of the litigation and reasonable attorneys' fees." This mandatory treble damages 
standard applies to all state wage and hour claims, including overtime, minimum 
wage, premium pay on Sundays, vacation pay, wages due at termination of 
employment, and wages due to employees wrongly misclassified as independent 
contractors. 

FACTS 

The City of Hope Falls has gone through a series of tough budget years, and the 
mayor expects that layoffs will be inevitable in the current fiscal year. The city 
has an ordinance authorizing payment of unused vacation and sick leave up to a 
maximum of 20 days vacation and 150 days of sick leave for "all employees" 
with at least ten years of city service who retire under Chapter 32. 

The school committee has bargained with its teachers for an accumulated sick 
leave payment upon termination of employment at a maximum of 100 days. 



These benefits apply only after 20 years of service, but apply for any voluntary 
termination of employment, not just retirement. No benefits are paid upon 
involuntary termination. 

The police union collective bargaining agreement provides unlimited accumulated 
vacation and sick leave benefits upon employment termination after ten years of 
service, except in the case of "involuntary termination due to criminal conduct." 
The current mayor has offered the benefits provided in the ordinance as the city's 
best offer for the new contract. The prior police and fire contracts expired June 
3 0, 20 1 0. The mayor has offered no wage increases for FY20 1 1 . Even at that 
level the mayor believes the department will have to lay off several police officers 
to balance the budget. 

In the past and in FY20 1 1 these "buybacks" have been anticipated by planned 
retirements and amounts have been appropriated to the departments' personal 
services accounts to cover them, including the school department. 

ISSUES 

1. Peter Proffit is the elected treasurer of the city with 12 years of sewice in 
that position. Although reelected he has recently decided to retire at the 
end of FY2011. He has stated that he is expecting to receive sick and 
vacation buyback when he retires, but the City of Hope Falls did not 
budget for that in the FYZOll budget. Is Proffit entitled to receive the 
buyback under the city ordinance as a municipal employee? 

2. Fiona Finesse was a classroom teacher for 25 years in the city's school 
system. She worked through June of 2010, but then took a higher paying 
job in administration in another school system beginning in September 
2010. She had accumulated 125 sick leave days and has demanded 
payment for 100 days under the school contract. The school department 
did not know she was leaving, and tbe appropriations for FYZOlO have 
closed out. Is Finesse entitled to the buyback payment under the 
collective bargaining agreement? If so, can the amount be paid from the 
FY2011 budget o r  must an appropriation be made by the city council and 
mayor to pay an unpaid bill of a prior year? 

3. Police Officer Keith Keystone, a 15 year veteran, was fired for cause in 
August 2010 for an incident involving the improper discharge of his 
firearm. No criminal charges were brought although it was rumored he 
intentionally shot at another officer. Is Keystone entitled to buyback for 
any accumulated sick and vacation days? 

4. What mechanisms are available, if any, for the City of Hope Falls to 
appropriate funds to cover buyback amounts in any form of reserve 
account to avoid the problem of last minute entitlements ,in the future? 



Case Study #3 
/ 

OPEB Liability Trust Funds and Medicare Enrollments 

OVERVIEW OF LAW 

G.L. c. 32B, 520 is a local option statute (added by Ch. 479 of the Acts of 2008) 
that authorizes the creation by municipalities of trust funds for their other post 
employment benefit ("OPEB") liabilities. These liabilities primarily involve 
retiree group health insurance benefits. Under G.L. c. 32B, 5 §9,9A and 9E every 
municipality in the commonwealth that has accepted G.L. c. 32B and provides 
group insurance coverage to its employees is required to provide group insurance 
coverage to retirees in varying degrees of premium contributions depending on 
the particular section in effect in the municipality. Additional provisions also 
make the town responsible for contributing to the coverage of surviving spouses 
of deceased retirees. Since there was no mechanism for municipalities to set aside 
funds in reserve for these purposes, other than a few special acts passed for 
specific communities, G.L, c. 32B, $20 was enacted and became effective January 
10,2009. 

Once the municipality accepts the statute, the treasurer sets up an account to be a 
repository of OPEB hnds and makes investment decisions as permitted by Ch. 
479 of the Acts of 2008. When the municipality funds the account, the funding 
schedule should be spread out over a reasonable period. The Division of Local 
Services has advised that 30 years is reasonable. Further, if a municipality wants 
to set aside funds for OPEB after it has accepted G.L. c. 32B, $20, an 
appropriation may be included as part of the annual budget. Unlike most annual 
appropriations, however, the monies appropriated into the OPEB Liability Trust 
Fund are restricted and cannot be transferred to another purpose. 

Municipalities may by local option self-insure their group health insurance plans 
pursuant to G.L. c. 32B, 53A. Self-insurance arose as a mechanism to reduce 
group health insurance costs to the municipalities and employees by eliminating 
the expense of the insurance company profit margins reflected in third party 
insurance premiums. If a municipality chooses to use this statute, the municipal 
employer's contribution appropriation to employee group health insurance costs is 
deposited into the claims trust fund to match the agreed upon contribution ratio 
with the employee contributions deducted. The fund is for the purpose of paying 
and administering cutlent claims for medical services incurred by plan members. 

G.L. c. 32B, 53A is silent as to what happens to amounts remaining in the claims 
trust h d  when the municipality converts to a third-party insurance premium- 
based system. Nothing in the statute requires that excess amounts in the trust 
fund be returned to the employees or employee organizations directly, or that they 
become the municipality's funds. The only direction in the statute is that the 
funds, including interest, be used to cover administrative and claims expenses 
related to providing health care to covered employees. 



Municipalities may also by local option require municipal retirees covered by 
municipal health insurance and who are eligible for Medicare to be covered by 
Medicare Parts A and B and a Medicare extension or Medigap plan. See G.L. c. 
32B, 618. The purpose of the extension plan is to ensure that retirees do not 
receive lesser benefits than what they had prior to the adoption of G.L. c. 32B, 

1 8 Therefore, before adopting 5 1 8, the municipality needs to have an actuarial 
review of its extension plans completed in order to satisfy the requirements that 
the benefits provided under the combined Medicare/extension plan coverage must 
be actuarially comparable to the retiree's existing coverage. 

G.L. c. 32B, Q 1 8A, also a local option provision, applies only to future retirees 
who are Medicare eligible. No employee who has retired prior to a municipality's 
acceptance of G.L, c. 32B, §18A is required to accept medicare benefits if he or 
she had previously waived them. 

FACTS 

The town of Massidet has a significant percentage of its work force approaching 
retirement age in the next five years. It has done well meeting its unfunded 
pension liabilities but has yet to address its &ded retiree health insurance 
liabilities. It is contemplating accepting G.L. c. 32B, 520, the OPEB Liability 
Trust Fund (Fund) at its next town meeting, to get a start on meeting its 
impending liabilities for retiree health insurance. 

Massidet previously accepted G.L. c. 32B, g18A to require its employees and 
retirees to enroll in Medicare part B and get on an extension plan, but a few pre- 
existing retirees did not have to sign up and have not done so. The town would 
now like to require the pre-existing retirees to enroll in Medicare part B and get 
on an extension plan. 

ISSUES 

1. The town does not want to be obligated to appropriate funds to the OPEB 
trust fund in accordance with an actuarial study it has already performed 
to determine its unfunded liability and come up with a 30 year full- 
funding schedule. Must it seek a special act to avoid compulsory 
appropriations? 

2. The treasurer has asked town counsel whether the OPEB fund is 
considered a trust fund for the employees or is a town fund. If the fund is 
a town fund, the treasurer wants to know if a town creditor could reach it 
as a means of obtaining relief under a sizable court judgment against the 
town which it has yet to pay. 

3. Massidet just went from a self-insured claims trust fund method of 
providing health insurance to a premium based system. After an audit it 



is clear that the town has $100,000 left in the claims trust fund. Can the 
town appropriate the money from the fund to the OPEB trust fund when 
it establishes the new fund? If not, what can that money be used for? 

4. The selectboard has negotiated a collective bargaining agreement with 
the DPW workers, the town's only union outside the school department. 
In the agreement, in exchange for a wage increase, the union employees 
have agreed to make 10% contributions to the Town's OPEB fund, 
beginning July 1,2010. The contract provides that other town employees 
must also make such contributions in order for the union contract 
provision to be binding. The board of selectmen has sent notice to all the 
town's employees, except those in the school department, indicating that 
it will now be taking out an additional 10% of the employees' health 
insurance premiums for the OPEB fund. Do the unionhon-union 
employees have any claim against the town for making such a 
withholding? 

5. Does the town 'have a mechanism, short of special legislation,'that would 
allow it to require its pre-existing retirees to enroll in Medicare Part B 
and be covered under a town's extension plan? 



Case Study #4 

Health Insurance for Elected Officials 

OVERVIEW OF LAW 

Upon acceptance of Chapter 32B, G.L. c. 32B, 53 requires a municipality to 
provide group insurance for its employees. An "employee" is defined in G.L. c. 
32B, 52(d) as any person in the service of a municipality who receives 
compensation for such service and whose duties require no less than 20 hours per 
week of regular service to the municipality. An elected official qualifies as an 
employee and is eligible for group health insurance coverage if such elected 
official receives compensation for his or her services and works at least 20 hours 
per week regularly. In addition, the appropriate public authority may in its 
discretion, decide to cover elected officials who work less than 20 hours per 
week, 

G.L, c. 32B, 52(a) and (d) provides the board of selectmen of a town or mayor of 
a city with the authority to set the policy of the municipality for its group 
insurance program. The statutory scheme has been interpreted as providing 
uniformity among "employees." 

Salaries and stipends are sufficient to qualify as compensation where they have 
been paid for rendered services; reimbursements for out-of-pocket costs are not. 
Fees or charges received from third parties for service of process by an officer are 
not considered compensation under this provision. Ramvoni v. Board of 
Selectmen of Weyrnouth, 26 Mass. App. Ct. 826 (1 989). 

FACTS 

The selectboard of the town of Great Benefette recently hired a town manager, 
Stan Stickler, who promised to create a workable financing plan to bring fiscal 
stability to the town in these difficult economic times. In reviewing Great 
Benefette's finances and personnel policies, Stan was surprised to learn that the 
town offers health insurance coverage to the elected positions of town clerk, town 
moderator, treasurer-collector, accountant, council on aging director, conservation 
commission chair, building commissioner and members of the Select and Zoning 
Boards and Board of Assessors. The position of town clerk is a full-time, paid 
position. The positions of town moderator, treasurer-collector, accountant, 
council on aging director, conservation commission chair and building 
commissioner are all part-time, paid positions requiring under 20 hours per week. 
The positions on the Select and Zoning Boards and Board of Assessors are part- 
time, unpaid positions which do not require a set number of hours. However, the 
members of these boards each receive a yearly stipend of one dollar. 



Stan immediately got to work and drafted a memo to the selectboard requesting 
that they exercise their discretion to discontinue the practice of providing 
coverage to elected officials who work fewer than the 20-hour minimum. Within 
a week, word started circulating that the selectboard was planning to take a vote at 
its next meeting that elected town officials who do not regularly work twenty 
hours per week for compensation would no longer be eligible for participation in 
the town's group insurance program. However, the selectboard would leave 
unchanged the health insurance coverage for the members of the Select and 
Zoning Boards and Board of Assessors for the stated purpose of enticing 
candidates to run for those seats. 

A few days later, Stan received a visit from the treasurer-collector who casually 
mentioned to him that the town constable, who is the brother-in-law of one of the 
members of the selectboard, also received coverage under the town's group 
insurance plan. The treasurer-collector politely asked Stan if the constable, whose 
job has no fixed duties requiring any set number of hours and does not pay a 
regular salary, should be receiving insurance coverage. 

Stan is now wondering if a better approach might be to simply deny coverage to 
any newly elected officials, but continue it for any current elected officials who 
work fewer than the 20-hour minimum. 

ISSUES 

1. Can board of selectmen vote to discontinue insurance coverage of select 
elected town officials whose duties require less than twenty hours a week? 

2. Should the elected members of the select and zoning boards and boards of 
assessors have been eligible for participation in the town's health insurance 
plan? 

3. Is a position such as the constable's eligible for participation in the town's 
health insurance plan? 

4. Can the town of Great Benefette grandfather in those elected officials 
currently sewing until such time as they fail to be re-elected? 




































































































































































