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ARBITRATION AWARD 

Wisconsin Professional Police Association LEER division, hereinafter Association 

or Union, is the exclusive collecfive bargaining representative for all sworn law 

enforcement personnel employed by the Employer, excluding the Chief, the Captain, 

and the Lieutenants. The City of Waupun, hereinafter City or Employer, is a municipal 

corporation as defined by Section 11 1.77 Wis. Stats. The parties were unable to agree 

on the terms to be included In the successor to their January 1,2004-December 31, 

2005 collective bargaining agreement. On December 14.2006, the Association filed a 

ptiion requesting the Wwcunsin Employment Relations Commission to initiate 

compulsory and binding final arbifration pursuanf fo Sec. ?T?.7T(JI of the Municipal 

Employment Relations Act. The Commission appointed an investigator to investigate 

the alleged impasse in the parties' negotiations. The investigator certified that an 

impasse existed by a report dated August 10.2006. Pursuant to the Commission's 

order of August 17, the parties selected the undersigned to act as arbitrator. The order 

appointing the arbitrator was issued on October 6,2M36. After due notice to the public, 



the arbitration hearing was conducted at the Waupun Ci Hall on January 26,2007. 

Both parties presented evidence into the hearing record, which was closed at the 

conclusion of the hearing. Po&-hearing briefs were exchanged by March I, 2007, and 

repiy b r i i  were exchanged by March 22,2007. 

ISSUE IN DISPUTE 

There are two differences in the parties' offers for a January 1,2006-December 

31, 2007 contract. The Union requested 3% wage increases effective the first of 

January each year; the Employer offered 2% increases effective on January 1 and July 1 

of each year. Both parties stated that difference was not a significant issue. The parties 

agree that the issue is the Union's insistence that the City agree to provide the members 

of this Unit health insurance benefds after they retire "under the normal guidelines of 

W i n s i n  Reticement System, but no earlier than age 53, the Employe-shaU be allowed- 

to-remain a-part-of and-covered bythegroup heaith- plan untit he/shshereaches Medicare 

eligibility, pmvi8ecJ'ttT~-ttTe em-pToyB mmakeS 50% OfttTe rBquiEd'premium paymment . ." 

UNDISPUTED FACTS 

1 .) The City's employes include the 13 members of this bargaining unit and the 

members of AFSCME, Local 112, which represents City Hall employes, Library 

employes, Department of Public Works employes, nonsworn employes of the Police 

Department. There are also a number of non-represented employes and 

administrators. 

2.) The City has paid the entire 60SF of health insurance policy premiums for all of its 

active empkyes since at least January 1,1998. As a result of increasing M h  care 

costs, the City rnove&hPm self funding to the WPPl instmice plan in Sqtmtberof 

2000. Premium cost increases between 2661 and ZUU5caused the City to 



implement some coverage changes and to change the design of coverage to 

increase deductibles and coinsurance limits for 2007. In spite of those cost-saving 

efforts the cast of family plan coverage 'kreased from $790 monthly in 2M)t to- 

$-1-,359-in2005: The costfor t h e - A M M E  Unit and non-representee employes rose- 

to $T,570in 2007. Since these parties have been unable to agree on a contract the 

cost of family coverage for this unit in 2007 is $1,724 monthly. 

3.) Historically the AFSCME contract provided that when a City employe retired the 

employe "shall be allowed to remain a part of and be covered by the group health 

plan, provided that the employe shall make the required premium payments in the 

manner and amount designated by the Employer. When the retiree dies, the 

retiree's spouse and eligible dependents shall be allowed to remain a part of and 

covered by the group plan in the same manner." The foregoing language appeared 

in the-Ci's-l9Q8-2000.~ontra~twith- Local- 1.1-2, AFSCME. 

4;). The 20@1 -2002 Local 1-1-2 AFSCIWE eont~act c h g e d  the &ion for retiree health. 

c.i,-"e-rB-g-e-t-6. rG-&"&-tKe- re-tire-6 -M-p,b-ye- s* m-nt-n6-ufifi" t-o- "500,i ofthe- rg-q-irii-ed. 

premium payment in the manner designated'by the Employer." It provided that when 

the retiree became eligible for Medicare, the spouse and eligible dependents could 

benefit from COBRA by paying 50% of the policy premiums; thereafter the spouse or 

eligible dependents had to pay 100% of premiums. This provision remained the 

same through December 31,2005. 

5.) The 2006-2007 AFSCME contract continues the benefit described in paragraph 4 for 

employes hired before January 1,2006. "Those employes hired after January 1, 

2006 will need fifteen (15) years of senrice to be eligible for this benefit." 

6.) Thecity's200P2001; 2002-2003, and-20W~05contractswith thcrAssociation- 

each contain the tangrage d~~cussed iri paragraph 3 above, wl-iich requires retirees 

tb pay 100% of the policy premium affer refirement. 



7.) Wisconsin Retirement System guidelines permit police officers to retire at age 53. 

Data shows that in Waupun non-represented police officers retire at 55.5 on 

average, and Assaciatii membeFs have ~etiied at the age of 54.3 yeas; Other City 

employes canretire-with fulf benefits at age 57. Data shows that the average 

retirement age is 62.6 years for non-protective service employes in Waupun. 

8.) Governmental Accounting Standard Board Statement Number 45 (GASB-45) 

requires the City to account for its retiree medical plan on an accrual basis annually 

beginning in 2007. This requirement required the City to recognize the cost of 

retiree health care benefits which accrue during the employe's working lifetime. 

Because retirees' benefits continue until the employes reach Medicare entitlement 

age, and because police officers retire at an earlier age than other employes the 

greater cost of the police retiree health benefit is spread over a lesser number of 

Y-- 

9.)- The GBSB-45 analysis in evidence shows that the City's tot& accFued"Exp&ed 

Postretirement t-tealth Benefit Obligation" (EPHBO) as of Januae'T; 2006 tofaletf 

$9,034,000. Less than one halfof-that amount is basedupon past services. The 

reported cost for 2006 is $388,000 allocated $170,000 for the Police and $218,000 

for all other Employes. The future cost of $4,174,000 is attributable $2,349,000 to 

the Police and $1,825,000 to all other Employes. 

10.) The City's total revenue in 2006 was $6,588,822; total revenue in 2007 will be 

$6,643,171. State-imposed levy limit increases for the two years are $43,138 in 

2006 and $44,001 in 2007. 

1.1 .) W n a l  cornpacables Beaver Dam, Berlin, Columbus, W o r d ,  North. Fond du. 

Lac, Portagcand Watertown generally haveless attractive wage scales and- annual- 

liars ofemplqmmft lra~ Waupuri. Both parties' offersfor2006 m&2007 will 

continue or improve this Unif's wage ratios among comparable units. 



12.) Retired police officers in Columbus, Portage, and North Fond du Lac are 

responsible to pay 100% of the health insurance premiums after retirement. 

Watertowcc retirees we- entitled ta credit S7.m fof each day of unused sick leave to 

the premium cost after retirement. Beaver Elam pays 25% of the premium in effect 

at the time the employe retires up to a period of ten years or the time of Medicare 

eligibility. Hartford will pay 100% of premium costs for employes who retire after 15 

years of senrice after age 53 until the retired employe reaches age 65. Berlin 

retirees pay half of the premium cost until achieving Medicare eligibility. 

THE ASSOCIATION'S POSITION 

The Association reviewed the course of the negotiations leading to this impasse. 

It noted that, in spite of the different language regarding insurance benefits for active 

employes, the concepts are the same; insurance changes are not an issue. "The wage 

difference-is a~sewndary- issue: While-the-ats-afthehowage offers-aresimilar, the 

City's offe "wilt actualtgr provide for a 2% greatef it? pay rate by the end of the 

a-gis-e-ni-e-nt;" "Cle-a-rfv th-e- a-*-It-r-atiO-n-\Fjill .ttUr"- O-n-th-e- rE,-tiig~-e-rfi-f.j+-"-efif:, , .So- th-,s 

brings us to the post-retirement insurance knefit proposalby the Association." The 

Union said that just prior to the ratification of the parties' tentative agreement on all 

items, it discovered that the City did not intend its personnel policy to provide post- 

retirement health insurance benefits provided the retirees pay one-half of premium cost 

to members of this unit. That policy, adopted April 12, 2005, provided the benefit to non- 

represented City employes. It was also incorporated into the C i s  2006-2007 contract 

with the Local 112 AFSCME Union. "Police officers in Waupun had been under the 

mistaken view that when they reached retirement age (as early as 50 for protective 

service}, they wouid have access to health insurance with the-City paying TMehMof the 

premium ttfq reached Medicare etigibility." The Unian said ttratttfe dacumm 

incorporating the insurance benefit into the City's Personnel Policies and Employe 



Manual does not exclude organized employes. Its membership assumed that the benefit 

applied to all City employes until in response to a question by a bargaining unit member,. 

the Union wa.s.Wwmed the provision only applied to non-represented empbps. 

The- Union- anticipated that the- City would attempt to justify its failure-to offer the- 

benefg to the Police because non-protective employes retire at a lafer date then potice 

under the rules of the Wisconsin Retirement System. "This is true, however, the City 

has not even proposed a post-retirement benefit commensurate with a later retirement 

age." It noted that supervisory Police officers were covered by the policy, but frontline 

officers are denied the benefit. The Association noted the City's argument that the post- 

retirement benefk for Police is costly. It is "a costly benefit to have had and then lose. At 

least the officers thought they had it." The Association responded to the City's argument 

that the Union's offer was too expensive and did not include 15 years of employment 

requirement for eligibilib. lt.said that-"this-is-a minor distinction that could have easil-y 

been gained m bargaini ng... .had it been by. thecity: TheCityvdwttarily 

eHende&flie POST-refrrem-enf Genefir t6 Patice srrpervisars and. Other 6rlf~niZed 

employes. It arguedthat ifcost was the real issue, the City couid have uniiateraify 

revoked the benefit for non-represented employes. "That has not occurred." The Police 

assumed that as long as the benefk remained the City's policy, the policy also applied to 

them. When they learned that the City intended to leave this unit as "the only group in 

the City of Waupun excluded from the benefit, ... the Association brought the matter to 

the bargaining table." 

The Association stressed the importance of "internal cornparables when it comes 

to fringe benefits." It cited a series of arbitration awards where arbitratorsdiscusd 

internat comparis-mss Thes~decisions-reflected that ther~is-consensusamong- 

aibftrzmis tyr-at: 



1 .) Internal comparables are a persuasive factor. It is desirable to avoid disparity 

of benefits among employe units. 

2.) "In the area of insurance benefb, a unkfm unifomrintemai pattern is particulacly 

persuasive." 

3 ) "At the core of the issue is the concern of fairness and the impact on the 

morale of employes who work for the same employer but are not treated the 

same." 

The Association concluded that the evidence supporting its internal comparability 

argument is so overwhelming that it alone compels finding the Union's offer is most 

reasonable. 

The Union argued that there is no seed for it to offer quid pro quo in this instance 

because the City "changed its interpretation of its own policy," it argued, "changingthe 

status quo, and that the general standards of the needfw achange, comparability and 

quid pro quo do not apply." 

Th~e.AAS-S-o-CCIg.tib-nn "-o.t-e-6 the. Cws a-r*."m.een:nthhatto~thheer-eemp,.O.yeeS. g-r-aantteeda. 

concession oflower wage increases in return h r  the post-retirement benefit. It notedthe 

concession amounted to 2.18% less pay than the Police received over a five-year 

period. It said that it had offered nearly the same savings in this proceeding where its 

offer contains 2% less lift than the Employer's offer. 

Finally the Association argued that the City's argument that it will cost far too 

much to provide this benefk to Association members is questionable. The actuarial 

study assumed "all current officers will retire at age 50 and that insurance rates will 

incxease based on past significant patterns" It argueci that it will be difficult-for the 

Poke to pay one half the cost of health insuranceand retireat itge50. "No one can^ 

truly prQecrtt~e future. The study rqresents an e~catcsd guess at be*." Vie 

Association said that "no police officer will be eligible for this benefif for quite a few 



years. Clearly there is enough time to add the AFSCME qualifying period and, if 

necessary,. to make concessions consistent with other employes." It argued that if its 

offer is not accepted, the Union wiU not have any lemage b n e @ i  the benefrt in  the 

future; "The- Employer cannot be perrnittect to seiectiity carve-out Waupun Poiice 

Officers from such an important benefi." 

THE CITY'S POSITION 

After presenting a profile of the City of Waupun and its bargaining history with its 

two represented units, the City noted that bargaining for the parties' 2006-2007 contract 

began in August, 2005. The Union's initial proposal was silent regarding retirees' health 

benefits. The City's tentative agreement with the AFSCME unit dated November 7. 2005 

restricted eligibility for retiree health benefits for employes hired after January I, 2006 to 

employes with 15 years of service. The Police unit dispute was certified at an impasse 

on Augwst20; 2006; M e t  t's-Union-rejeteed-atentativeag~eemeht dated O c t h  24, 

2005. The Union's finat offw dated M y  31,2006 wouM enfile the members of this b i t  

t-6~ h-&- p.6- sst:r-e~ii-rii-e-nt-lie.n-efit-cTe-SSi:-nEd inp-a-r5g-ii83- 4, Wn-digP-ut-e-d Fsdt-S; a6-c"ee. Th.e. 

City said; "This dk.pute involves whether this arbitrator shourd grant the Union's wish for 

a lucrative retiree health insurance package that is better than any retiree health 

insurance benefits received by any other represented City employe and most external 

comparables." 

The City said that because of skyrocketing healthcare cost increases prior to 

2000, the City changed healthcare design and coverage after 20W. Costs remained flat 

until 2002 but have risen dramatically since. The City said that it granted the AFSCME 

unit's request for reduced retiree health insurance contributions ducingthe periodthat- 

premium cost was stable m ~etum for lower wage-increases-in AFSCME's2001--2002 

cSntmct. It now recognizes ttratttre aegreemmttci t c te  redc~cecf retiree premium 

contributions for reduced' wage increases "was a terribre idea based on the significant 



financial implications oft his beneft." The City is attempting to limit the long-term impact 

of the cost by establishingthe 15-year eligibility requirement in AFSCME's 2006-2007 

agreement. 

The City explained that prim bthe.adoptionof the-OaSB accounting guidelines, 

whicti the Cify became aware of in March, 2006, which require the City to account for 

retiree retirement plans on an accrual basis after December, 2007, the City was not 

aware of the actual cost to the City for paying one-half of retirees' health insurance 

premiums. Those costs are discussed in paragraphs 8 and 9, Undisputed Facts, above. 

The City argued that there are significant differences between the Union's offer 

and the retiree benefit provided to other employes. The 15-year eligibility requirement 

for new employes is the most obvious. The eligibility age for the beneffi and the 

increased cost because of the eligibility of the benefk at the earlier retirement age have 

the greatest long-term financial~impaGt The City pointed to evidence that "carcying a- 

Police-Union ~etireefmage53th~oughMedica~eetigibility from2007 through 2020. 

wo."rac-o-s.ttth~~ citl-ase -=.wfi- at-eed$233 31n db-st-t6-c.a-m .a-ny .offierce .eerir.p,aayee 

six years to age 63 totafs $57,530.' 

The City noted that "the goal of interest arbitration is to replicate the result which 

the parties would achieve through voluntary collective bargaining." It argued all levels of 

government have recently come under pressure to control the cost of this retiree health 

benefit, which has "a justifiable stigma--the cost of such benefits is expected to rise and 

have a significant effect on government sewices like no other employe benefit." It said 

there is no way the Union could have achieved the beneffi it has requested through 

negotiations. The City reviewed i ts  limited financial ability ta meet all. of h obligations 

(pafagraph 10, Undisputed Fads, above), concluding that the cost of thel)nion'soffer is 

b@oiid ttfe City's a b i  to fund. 



The City said that the Association had not offered an appropriate quid pro quo for 

the requested beneft and failed to meet the three-part test that would support the 

substaMd change in the status quo tbwgh w b i t ~ a t i ~ .  "There is na compelling need 

fora-change;.. , the financiat~impact oftheunion's proposal is blatantly- 

unreasonable ... andthe City has nof received one dime in return." It presenfed 

arguments to support its position with regard to the Union's failure to meet the arbitral 

requirement for the substantial change in the status quo and cited a series of prior 

arbitration decisions to support its arguments. 

The Employer reviewed the Statutory factors that Wis. Stats. 11 1.77 requires the 

undersigned to consider in the proceeding. It noted that the Association had chosen to 

"ignore every other factor which this arbitrator is required to consider" except for internal 

comparability. The City said,. "the interests and welfare of the public and financial ability" 

to meet the cost of the-respectiveoffers-supports-its&fof. "The tong-tam cost of the 

W s  finat offer.. . dwat-f the cost diffefence between" the two OMS. 

Th-e- CitL re-He-w&-d gh-= a-n-&ffn-a-n-ci5, .~a~-a-cnO-m-PPa-nnn-g-.ifs.s8criati0.r, a.".* 

positi'on among comparable communifi'es andthe effect of state-imposed expenditure 

restraints upon its ability to meet Waupun's financial obligations. Twenty-five percent of 

the City's residents are prisoners in the state penitentiary; those 2,687 residents don't 

provide tax benefit to the City. Its equalized value has not grown as rapidly as the 

average comparable. Equalized value in Waupun, $47,450, is below the comparable 

average by $14,000; adjusting for the prison population the shortfall is $25,000 per 

capita. 

The City noted that health care costs have consumed increasing amounts of 

budgeted revenue; up from6:7%-in-2002 to almost 9% in-2006: 'Total- Police 

De@ritrrirerrtm& city-wide consume n ~ ~ p ' a q t i ~ s f t t r e  C i s  budget" Pulice 

Department benefit cosis increased from 6.3% of total budget in 2662 to 7.f% in Z(I(I6. 



The Department of Public Works percentage of wage and benefit costs have dropped 

from 14.7% of total budget in 2002 to 12.2% in 2006. The City concluded this analysis 

of it cost-&i, budget-bahwmg &art saying its &art 'minimizesthe impact an the 

interests and-welfare of the-public by 'spreading the- pain' to different sectors of City 

government. The Potice Department has largely been unaffected by these cost-cutting 

measures." 

The City noted that the Association had based its entire argument upon the 

internal comparable factor. It said that the Union's arguments regarding that factor are 

wrong. "The Union suggests they thought they already had half-paid health insurance 

for retirees." Their contract clearly stated otherwise. The City argued that the statutory 

language in 11 1.77(6)(d), comparing wages and benefits of "employees involved in the 

arbitration proceeding with the wages, hours and conditions of employment of other 

employesperfoming-similar services and vvith ather employes genwally" does- not 

explicittyrequirecomparison~with-int- It a~gued that 

efiemal proledtitre cmparisoris are m6172 appr6ptiafe. It ats6 argu&tt'iaf in fa& ttig 

Police unii had the very same health insurance benefit as other City employes, The 

Police do not have the retiree benefd because their circumstances are different than 

other employes and they were unable to obtain the benefit through negotiation. The City 

said that the arbitral authorii the Union cited to support its position focused on health 

insurance benefits for active employes. 

The City reviewed data for external comparables which shows that Police in 

Waugun are among the most highly paid; they also work fewer hours per year than most 

cornparables. Both offen in this proceeding would maintain those positions,. withthe 

City's wage off= being w e  genefous. No o t k  P d i i  unit..receives-theretireeheft 

t f i i t J n i  is requesting in this proceeding. 



The Ctty questioned the reliability and relevance of the statutory requirement to 

consider consumer price index data but recognized that the criteria must be considered. 

That being the case, it "could only favor the City's final offer in a definitiva manner." 

The City concluded its statutwy criteria review saying those factors support the 

City's final offer. 

DISCUSSION 

The Association's positton in this proceedtng appears to be predicated upon a 

belief that there is arbitral authority that requires an employer to provide identical or at 

least substantially similar non-wage benefits to all of its employes. Absent that belief it is 

difficult to understand why Association members believed that the amendment to the 

City's Personnel Policies and Employe Manual adopted April 12, 2005 extended the 

City's obligation to contribute one-half of retiree health insurance premiums to the 

members of this unit. 

Therecords show that AFSCME Locd 112 bargained to have theemployer 

contribute one half of retirees' premium cost in its 2001-2fM2 contract The benefit was 

granted in return for a lesser wage increase and remains in effect as modified through 

three subsequent contract negotiations through December 31,2007. 

The Association's 2002-2003 contract did not include any provision for police 

officers to continue their health insurance after retirement. It did provide that when an 

officer dies while in the employ of the City, the spouse and eligible dependents could 

maintain coverage by paying the entire premium. The parties' 2004-2005 contract 

added the provision that upon retirement, the employe could continue coverage upon 

payment of the premium. That change was made in January, 24Q4, yearsafter 

AFSCME negotiated the reduced retiree contribution towafd premium. It seemspossible 

that the Associatian coufd have megotfated the retirement bemefit or some portion thereof 

in January, 2004, since that was before the Empfoyer did not know how rapidly healfh 



insurance costs would escalate. It granted the benefit to non-represented employes in 

April of 2005,. apparently before it recognized that because of escalating costs it was a 

"tewiW idea." 

Forwhateverthe reason, the Association which apparently negotiated to have 

retiree health insurance at full premium cost in 2009, did not pursue the reduced 

premium contribution until after the Employer became aware of the excessive accrued 

long-term cost of the benefit. Some members of the Association may have mistakenly 

believed that they were entitled to the benefit by virtue of the April 12,2005 personnel 

policy, but, that is not the case. The Union contract as a whole, and articles I and It 

thereof in particular, make it clear that changes in wages, hours and conditions of 

employment must be negotiated and included the parties' collective bargaining 

agreement. 

The Employer, afkr recognizingthe real cast of the bend&, began to limit its 

impact by imposing the 15-year eligibility requi~ement f o ~  AFSCME employes hired after 

benest to the members of the Association through bargaining. The reasons the Ciiy 

gave for its decision --excessive c o ~ t  in light of recently-acquired information and the 

earlier retirement age for the members of this unit-are reasonable. 

The Association's expectation to receive the benefit through arbitration would 

have required a substantial quid pro quo. Candor requires the observation that in light of 

the expense of the benefit it may not be possible for the Association to identii a large 

enough concession to qualify as quid pro quo in future negotiations. 

In. addition to the foregoing discussion, it should. be n w t h a t t h e  quid pro- quo 

assessment relatesto apost-retirement benefit that isnot identical or even substantially 

the sme  as tiat pmvicfad ta other City employes. The members ofthis unit have tfTe 

right to retire at age 53. lf they choose to continue working they will be insured. ff they 



choose to retire from the Police they will have the option of seeking other employment 

where health insurance is available. Those choices are not available to other City 

employes. 

Finally it is necessary to comment on the Association's suggestion the City 

should have suggestedadding the 15-year qualifying period to the Union offer or that the 

Union's offer should be selected now and the qualifying language negotiated later "if 

necessary." The City made it clear that it would not agree to extend post-ret~rement 

health care benefits to this unit. It was the Union's responsibility to define the terms of 

its offer. Arbitrators are required to select the more reasonable of the two final offers 

certified by the WERC investigator; the Union's offer did not contain the 15-year 

qualifying period. 

Wis. Stats. 11 1.77(6) directs arbitrators to compare the parties' offers to ten 

slatutoty a h i a  when determining whidl offer is more ceasanable. After doingscl in the 

present instance the C#y of Waupun's offef is fotmd to be the more reasonable The 

City's offer shaft be incorporated into the parties' 2008-XKt7 coltective bargaining 

agreement. 

Dated this 2nd day of April, 2007, at Monona, Wisconsin. 

/ John C. Oestreicher, Arbitrator 




