
COUNTY OF MILWAUKEE

INTER-OFFICE COMMUNICATION

DATE:

February 28, 2011
TO:


Supervisor Johnny Thomas, Vice Chair, Committee on Finance and Audit




Supervisor Patricia Jursik, Chair, Personnel Committee

FROM:
Employee Benefits Workgroup



Prepared by Mark Grady, Principal Assistant Corporation Counsel

SUBJECT:
Fund Request for Employee Benefits Workgroup

Background

In 2009 the County Board established the Employee Benefits Workgroup to review and analyze the Milwaukee County benefit package and to assess opportunities to reduce costs associated with those benefits.  The Workgroup is comprised of staff from Corporation Counsel, Audit, County Board and the Department of Administrative Services (Fiscal, Benefits and Labor Relations), and outside health care, pension and legal consultants as needed.  The Workgroup continues to meet to discuss budget directives and other fringe benefit cost saving opportunities.

Request

The 2011 Adopted Budget, Org. Unit 1972, directed the Employee Benefits Workgroup to “study what steps must occur in order to cap the backdrop pension benefit at a future point in time.  This includes legal guidance as to how best to proceed and an actuarial study of the impact of such an action.”  A report is due in the June 2011 cycle.  No funding provision for the actuarial study was provided in Org. Unit 1972.

In addition, the Committee on Personnel referred to the Workgroup, among others, a resolution directing the Workgroup to develop a graduated defined contribution pension plan (i.e 401(k) type) to replace the existing defined benefit plan and to report back with a final plan for implementation.  No funding was provided in this referral to the Workgroup for actuarial assistance.

The 2011 Adopted Budget, Org. Unit 1950, directs the Workgroup to study a number of initiatives, including healthcare cost containment, wellness, disease management, prescription drug management and the creation of a VEBA related to the use of sick allowance to pay for health care premiums in retirement, among others.  An appropriation of $350,000.00 was set forth in Org. Unit 1950 “to retain outside consultants, actuaries, and other professional services to assist staff in actuarial analysis, ad hoc reporting, request for proposals preparation, contract and rate negotiations, annual enrollment processing and other areas where additional expertise in health care advisory services may be needed, including for the Employee Benefits Work Group.”

The Wisconsin State Senate Bill 11 (budget repair bill) proposes numerous changes to State employee fringe benefits, and to Milwaukee County pension contributions.  The State biannual budget and negotiations with unions may require the County to request an actuarial analysis of the possible changes to contributions.  For that reason the County will need to add additional funds to the contract with the pension fund actuary.

Discussion

The Workgroup has received estimates from Buck Consultants of approximately $7,000 – $10,000 for actuarial services needed to analyze the impact of the resolution related to the creation of a defined contribution pension plan.  In addition, Buck Consultants has provided an estimate of approximately $15,000 - $30,000 for actuarial services related to the study of capping the backdrop.  The range is broad given that at this time the precise nature of any such proposals is unknown.  Further actuarial analysis of State proposed changes to employee contributions to the County ERS will require additional time of the actuary.  We are estimating this could be $10,000 – $15,000 for this work
The org unit 1950 – Fringe Benefits includes an appropriation for professional services of $350,000.  DAS-Fiscal staff has estimated that the entire appropriation will be used for health care cost analysis in the 2011 budget year.  As a result, funds are not available in this appropriation for these services.  A fund transfer is recommended to transfer $50,000 from Org. 1945 – Appropriation for Contingencies to DAS – Fiscal Affairs to provide funding for this contract.  The Employee Benefit Workgroup would like to contract this work with Buck Consultants, on a sole source basis, using current contract rates that are in effect for the consultant, from a previous three year contract.  Buck Consultants is the actuary for the pension plan, and holds all of the actuarial data that is needed to perform the studies needed by Milwaukee County.  The Employee Benefit Workgroup would also be looking for a waiver from DBE requirements in order to enter into this professional service contract. 
Recommendation

The Employee Benefit Workgroup recommends that a sole source contract be entered into with Buck Consultants for actuarial services in the amount of $50,000.  The funding would be allocated from monies appropriated in Org. 1945 – Appropriation for Contingencies.  The contract would be waived from any DBE requirements.
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