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Memorandum

DATE: September 11, 1995

TO:

Administration, Budget & Finance Committee

FROM: Interim City Manager

CC:

Proposed Employee Benefits

Attached for your review are estimates of various scenarios regardmg the proposed benefit package. This
proposal consists of the following components: .

Medical Insurance - We are assuming the costs of AWC coverage under the PPO Plan as outlined in
the Association of Washington Cities Employee Benefit Trust Rates and Program Descriptions. The
costs of the program vary depending on numbers of enrolled persons. Enrollment in this plan requires
75% of staff to participate.

Dental Insurance - Also provided by the AWC, requires 100% participation of all employees.
Vision Insurance - Provided by the AWC, requires 100 % participation of all employees.

LTD Disability Insurance - Offered by AWC and designed to make up for disability provisions under
FICA

Life Insurance - Offered as base value of Employee’s salary with maximum of $50,000 with
provision of employee purchase of additional amounts

PERS (State Retirement) - Mandated state retirement program. Employees will be enrolled in PERS
I program. PERS is recommended as the City’s statutory substitute for FICA.

Medicare - Regardless of City’s option on FICA, is required payment.

FICA/Replacement - Package assumes replacement provisions equal to FICA deductions

The total cost of the package outlined above for a family earning $35,000 gross income including
employee, spouse, and two dependents is $897. As Example One illustrates, the City’s contribution to this
program is capped at $835. The remaining cost, as well as future increases in benefit costs associated with
the medical package, may be held to be the employee’s contribution.

RECOMMENDATION

I recommend the adoption of the package outlined above with the following provisions.

L.

A cap of $400 be used to limit the City’s cost in these programs.



‘2. The $400 be available to purchase benefits in the City’s medical and benefits program only. Unused
amounts will be available for transfer to the employees 457 plan.

3. When an employee-owed balance exists after the application of the $400 allowance to the prescribed
benefit program, the employee may elect to apply up to the maximum monthly amount provided by
the City’s FICA contribution, an installment equal to the balance owing after the application of the
City’s contribution to the benefit program. This will have the net effect of reducing the employee’s
direct out-of-pocket expense and transfer, to the maximum noted above, the expense as a reduction to
the employee’s deferred compensation program.

I have attached two schedules illustrating scenarios in which the employer pays al costs associated with the
program and a scenario in which the City sets a $400 allowance for the employee to purchase benefits.
The scenario reflecting the allowance is the recommended option of the Administration, Budget & Finance
Committee.



Employee Benefit Schedule

Example One
Employer pays all cost
Average % of  #Benchmark
Benefit Cost Total  Cities Offering
Medical Insurance $ 344 38% All
Dental Insurance $ 84 9% All
Vision Insurance $ 12 1% 5
LTD Disability Ins. $ 16 2% 5
Life Insurance $ 7 1% All
SubTotal|| $ 462 52%
PERS (State Retirement) $ 211 24% Mandatory
Medicare (@1.4%) $ 41 5% Mandatory
FICA/Replacement (@ 6.25%) || $- 182 20% All
SubTotal]| $ 435  48%
Total|| $ 897 31% (% of Salary)

Assumes family with employee, spouse, and two dependents with

annual salary of

$ 35,000

Employer Paid $400 Allowance + Mandates

Average % of  #Benchmark
Benefit Cost Total _ Cities Offering|
Medical Insurance $ 344 38% All
Dental Insurance $ 84 9% All
Vision Insurance $ 12 1% 5
LTD Disability Ins. $ 16 2% 5
Life Insurance $ 7 1% All
Capped Allowance| [ $§ 400  45%
PERS (State Retirement) $ 211 24% Mandatory
Medicare (@1.4%) $ 41 5% Mandatory -
FICA/Replacement (@ 6.25%) || $ 182 20% All
SubTotal| [ $ 435  48%
Total City Paid{| $ 835 29% (% of Salary)
Total Package Cost|| $§ 897 31%
Employee Balance| | $ 62 7%

Assumes family with employee, spouse, and two dependents with

annual salary of

$ 35,000
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