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FISCAL NOTE

The following provides a summary of the fiscal impact of the proposed Federation of Nurses and Health Professionals (FNHP Union), Local 5001 contract agreement for the years 2012.  The impact estimates are inclusive of all wage-related negotiated items for title codes under the FNHP Union.  The following estimates are based upon current personnel in the union and negotiated changes impacting the wages and other benefit costs.  The actual fiscal impact may be greater than or less than the impact that is estimated below.

The following table presents the key wage and benefit elements of the proposed contract:

[image: image1.emf]Wage Rate Increases: Non-Rep Impact

No wage rate increases proposed for 2012

Step Freeze for One Year: Effective *

Step increases shall be eliminated for a twelve month period. 1/8/2012 2010 & 2011

Other Wage Related Items Effective *

 Overtime based only on hours worked over 40 hours in a week.  Overtime for 

hours worked over 8 in a day is eliminated. 

1/8/2012 2010

Health Care Plan Changes Effective

 Increase PPO Out of Pocket Maximums for in-network and out-network by $1,000 

single, and $2,500 family. 

1/1/2012 2010 & 2011

Increase PPO and HMO Emergency Room Co-pay from $50 to $150 1/1/2012 2010 & 2011

Increase Prescrip Drug Co-Pay $5/$30/ $50 1/1/2012 2011

 Increase In-Network deductible to $500/ $1000/ $1500 for PPO plans, Increase Out-

Network deductible for PPO to $1000/$2000/$3000, Increase Network deductible 

for HMO to $500/$1000/$1500 

1/1/2012 2010 & 2011

Incr PPO Office Visit Co-Pay to $30/ $60 1/1/2012 2011

Incr HMO Office Visit Co-Pay to $20 1/1/2012 2011

 FSA Contribution of $500, $1,000, and $1,500 made by County to employee 

account depending on single, two-member, or family, respectively 

1/1/2012 2011

 Contract Health Coverage will only apply to employees (Nurse retirees will now 

follow health policies identified in County Ordinances) 

1/1/2012 2010

Employee Contributions to Health Insurance Premiums

Single Family

PPO Plan 2012 75 $                 150 $                     

HMO Plan 2012 75                    150                        

Current Contribution Rates

PPO Plan 2011 110 $               220 $                     

          Current Contribution Rates:HMO Plan 2011 70                    140                        

Effective 1/1/2012



 Table 1: Wage and Benefit Proposals 

 FNHP Contract 2012 



The following continues the major changes included in the proposed contract for the Nurses:
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 Table 1: Wage and Benefit Proposals 

 FNHP Contract 2012 


[image: image3.emf]Pension Plan Changes Effective

Decrease multiplier from 2.0% to 1.6% prospectively for all employees 1/1/2012

Increase normal retirement age from 60 to 64 for employees hired after 1/1/2012 1/1/2012

 Provide for an employee pension contribution estimated at 6% of employee 

compensation. 

1/1/2012


[image: image4.emf]Retiree Health Care Savings

Adoption of 2012 Budget Changes to health insurance.

Adoption of the changes in health care benefits described above would result in 

additional savings related to retirees.  The estimated annual savings related to 

retirees from FNHP is $212,000 in 2012.  The retiree health care savings are likely 

to increase due to increases in overall health care costs.  These savings are not 

reflected in this fiscal note, since this note deals with active employees only.

If any of the preceding provisions in Section 2.20 are modified in Chapter 17.14 

(7) of the Milwaukee County Code of General Ordinances, as a result of the 2012 

Milwaukee County Adopted Budget, the provisions of Chapter 17.14 (7) shall 

apply to this section.



The following tables present the fiscal impact summary by year:
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Wage Related Items

  Wage Rate Increases - $                           

  Step Freeze for One Year (223,664)                 

  Overtime Eliminated for Hours Worked over 8 in a day (128,047)                 

Sub-Total Wages (351,711)                 

7.65% FICA (26,910)                   

8.90% Pension (31,300)                   

Sub-Total Wages, FICA & Pension (409,921)                 

Health Care Plan Changes

 Increase PPO Out of Pocket Maximums ($1,000 single, $2,500 

family) 

(51,240)                   

 Increase PPO and HMO Emergency Room Co-pay from $50 to 

$150 

(31,300)                   

 Increase Prescrip Drug Co-Pay to $5/$30/ $50  (22,200)                   

 Increase In-Network deductible to $500/ $1000/ $1500 for PPO 

plans, Increase Out-Network deductible for PPO to 

$1000/$2000/$3000, Increase Network deductible for HMO to 

$500/$1000/$1500 

(293,400)                 

 Incr PPO Office Visit Co-Pay to $30/ $60 

(35,000)                   

 Incr HMO Office Visit Co-Pay to $20 

(38,800)                   

 FSA Contribution of $500, $1,000, and $1,500 made by County 

to employee account depending on single, two-member, or 

family, respectively 

231,500                   

 Contract Health Coverage will only apply to employees (Nurse 

retirees will now follow health policies identified in County 

Ordinances) 

Contributions to Health Insurance

PPO 39,900                     

HMO (19,980)                   

Pension Plan Changes

Decrease multiplier from 2.0% to 1.6%, after 1/1/2012 (234,000)                 

 Increase retirement age from 60 to 64 - new employees after 

1/1/2012  (12,300)                   

Provide for Employee Pension Contribution of approx 6% (860,388)                 

Total Wage and Benefit Change (1,737,129) $           



Table 2: Fiscal Impact by Year

FNHP Contract 2012
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Total Count of Employees 334                          

Full-time equivalents 248.0                       

Total calculated wages 17,494,168              

Average wage rate/hour 34.60 $                    

Total base wages 17,845,879 $           

Annual Lift Pcntg Wages on base wage -1.97%

Cumulative Lift Pcntg Wages on base wage -1.97%

Annual Lift Pcntg All Costs on base wage -9.73%

Cumulative Lift Pcntg All Costs on base wage -9.73%


CHANGES IN PROPOSED OFFER:

Following are the changes that are in the tentative contract agreement for FNHP:

1.
Wage rate increases – The tentative agreement calls for no wage increases:

	Item


	Date Effective
	Percent Increase

	
	None
	


For purposes of this fiscal note, there are no wage increases.  The last wage increases given to the Nurses were on December 26, 2010 for 1.25% and on June 26, 2011 for 1.00%.  A total of four wage increases were included in the previous contract with the Nurses for 2009-2011.  For 2011, the non-represented employees received a wage increase of 1% at mid-year and 1% increase at the end of 2011.  These wage increases corresponded with an increase of employee contributions to the pension plan of 1% and 1%, as of the same dates.
The wage costs do not include the cost of step increases.  

2. Elimination of Step Increases for a One-Year Period
The proposed agreement calls for the following changes:

	Item


	Date Effective
	Drop Steps
	Annual Savings 2012

	1
	January 1, 2012
	Upon effective date of step increases delay next step for one additional year.
	($223,664)


There are 141 represented members that could be getting step increases for 2012.  These members would be delayed from step increases for a one year period, which would provide savings of $223,000.  The average step increase is 3.3% over current wage rates.  The step increases range from 1.7% to 7.0%.

3. Overtime is eliminated for hours worked over 8 hours in a day.
The proposed agreement calls for the following changes:

	Item


	Date Effective
	Eliminate Overtime
	Annual Savings 2012

	1
	January 1, 2012
	Eliminate requirement of overtime for hours worked over 8 in a day.
	($128,047)


Approximately 8,700 hours of overtime were paid out based on the rule of over 8 hours in a day.  These hours would now be paid out on a straight time basis, thus eliminating the overtime premium.  The savings noted above is the overtime premium.
4. Change in health care contributions for 2012
The proposed agreement calls for the following changes:

	Proposed Change to Active Health Plan
	Cost Savings

	Increase PPO Out of Pocket Maximums (increase will be $1,000 single, and $2,500 family).   In-network will be $2,500 Single and $5,000 family.  Out-network will be $5,000 single and $7,500 family.
	                ($51,240)

	Increase PPO and HMO Emergency Room Co-pay from $50 to $150 
	                   ($31,300)

	Increase Prescription Drug Co-Pay $5/$30/ $50 (current plan is $5/ $20/ $40)
	                   ($22,200)

	Increase In-Network deductible to $500/ $1000/ $1500 for PPO plan,  Increase Out-Network deductible for PPO to $1000/$2000/$3000, 
Increase network deductible for HMO to $500/$1000/$1500  (no deductible previously for HMO)
	                 ($293,400)

	Increase PPO Office Visit Co-Pay to $30/ $60 (amount was $20/ $40)
	                   ($35,000)

	Increase HMO Office Visit Co-Pay to $20 (amount was $0)
	                   ($38,800)

	Provide for an Flexible Spending Account contribution to employees of $500, $1,000, $1,500, depending on single, two-member, and family.
	$231,500


There are currently 61 members who are in the County PPO plan and 192 members who are in the HMO plan.  A cost estimate for this change was based on a report received from an outside actuary for purposes of the preparation of the 2011 budget.  This estimate uses the 2010 costs and the factors provided by the outside actuary for each of the items noted above.  The changes mirror the changes made for the non-represented employees during 2010 and 2011.   In 2011, the active non-represented employees received a Flexible Spending Account (FSA) contribution of $500, $1,000, or $1,500 depending on single, couple, or family.  This same provision is provided here for the Nurses.
The contract also contains a provision that if any health care changes are proposed for the 2012 budget, these changes will be automatically applied to the Nurses.  The provision states the following. “If any of the preceding provisions in Section 2.20 (Health Care Provisions for Nurse Members) are modified in Chapter 17.14 (7) (Non-Represented Health Care Provisions) of the Milwaukee County Code of General Ordinances, as a result of the 2012 Milwaukee County Adopted Budget, the provisions of Chapter 17.14 (7) shall apply to this section.
5. Change in Employee Contribution for Health Care: 

Table 1 is self-explanatory with regards to the changes in health care contributions by employees of the union.  The new rates are a slight increase for HMO members and a decrease for PPO members.
6. Changes in Pension Benefits 

The tentative agreement proposes the following changes to the pension plan:

	Item
	Effective Date
	Pension Plan
	Annual Cost Impact 2011

	1
	1/1/2012
	The annual multiplier on future years of pension service credits shall decrease from 2.0% to 1.6%


	$ (234,000)

	2
	1/1/2012
	The normal retirement age shall be increased from 60 to 64 for employees hired after 1/1/2012 


	$    (12,300)

	3
	1/1/2012
	Provide for an employee contribution to the ERS pension plan.  (approximately 6% of wages)
	$  (860,338)


On December 14, 2009, the Pension Study Commission reviewed an actuarial report from Buck Consultants, Inc. regarding the pension changes proposed for Chapter 201.24 of the Code of General Ordinances (Items 1 and 2). The following was stated in the report of the Pension Study Commission, “The actuarial review showed that the retirement age change and the multiplier change have the effect of decreasing the present value of future normal costs and decreasing the annual required contribution.”  The pension changes provided for in the actuarial analysis of December 14, 2009, are the same pension changes provided to this union in the proposed contract.  The December 14, 2009 actuarial cost savings, prepared by Buck Consultants, was used by DAS to determine a cost savings related to this union, for the same plan provision changes, with one slight change.   
The proposal included in the Nurses contract does not eliminate the 25% salary bonus for any employee who began their employment with Milwaukee County Prior to January 1, 1982.  This provision remains in effect and as a result, the 1.6% pension rate is equivalent to a 2.0% pension contribution.  There are 14 members who this provision would effect.

The employee contribution is based on an actuarial analysis of the current Annual Required Contribution.  The current wages of the employees were multiplied by 6% using the current contribution factor.  

Budgetary Fiscal Impact
Based on the data provided in the previous tables, the following provides a summary of the budgetary fiscal impact for the year 2012:
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Cost

Wage Related Items (409,921) $      

Health Care Plan Changes (240,440)         

Contributions to Health Insurance 19,920             

Pension Plan Changes (1,106,688)      

Total Cost (1,737,129)      

Funding Source

Prior Year Funds -                      

Current Year Appropriations -                      

Pension Budget Appropriations -                      

Total Sources -                      

Additional Resources

  Required (1,737,129) $   

The 2012 Budget has not been developed as of this date, so no funds are available or are 

being anticipated for the settlement of the Nurses's Contract.



Table 3: Budgetary Fiscal Impact

FNHP Contract 2012


Wage and Benefit Lift for 2012
The following table projects the cumulative dollar change and percentage lift in costs for the proposed contract.  It includes costs for 2012, as previously shown in the other schedules.  The 2012 budget year is included to illustrate the full impact of the proposed contract.  No changes are expected between this table and the table previously shown. 
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Total Lift Lift %

Continuing Cost Increase (Decrease) Over Prior Year

  Wage Rate Increases - $                          0.00%

  Step Freeze for a one year period (223,664)                -1.25%

(128,047)                -0.72%

Sub-total Wage Decrease (351,711)                -1.97%

FICA (26,910)                  -0.15%

Pension (31,300)                  -0.18%

Total Decrease from Wages (409,921)              -2.30%

Health Care Plan Changes (240,440)                -1.35%

Contributions to Health Insurance 19,920                   0.11%

Pension Plan Changes (1,106,688)             -6.20%

Total Decrease From Benefits (1,327,208)           -7.44%

Total Decrease (1,737,129) $       -9.73%

Drop as a Percentage of Base Wages

Annual Lift Percentage -9.73%

Cumulative Lift Percentage -9.73%

Base Wages 17,845,879 $        

Final Offer

   Overtime Basis eliminates overtime for work 

hours over 8 per day 

As if all costs were annualized

Table 4:  2012 Cumulative Lift for 2012

FNHP Contract 2012


Administrative Costs Associated with Implementing this Contract
To implement this contract, personnel in the Department of Administrative Services and IMSD will have to input the rate changes into the Ceridian HPW System.  For wage rates, and health plan changes, the implementation will require internal time and effort.  Health Plan Changes will be effectuated during the annual open enrollment process.  The number of personnel hours to complete this task has not been determined yet, but other projects may be delayed to implement this contract.

The above information was prepared by the Department of Administrative Services and will be reviewed by the Department of Audit and County Board Fiscal and Budget Analyst.  A separate report will be issued by them based upon their review.

