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ARBITRATION AWARD

Village of Ellsworth Police Association, Local 318 of the Labor Association of
Wisconsin, Inc., hereinafier referred to as the Association, and Village of Ellsworth, hereinafter
referred to as the Village of Employer, met on several occasions in collective bargaining in an
effort to reach an accord on the terms of a new collective bargainjilg agréement to succeed an
agreement, which by its terms was to.expire on December 31, 2006. Said agreement covered all
regular full-time police officers and regular part-time police officers with the power of arrest
employed by the Village of Ellsworth, excluding supervisory, managerial and conﬁdentizﬂ
employees. Failing to reach such an accord, the Association on May 5, 2007, filed a petition
| with the Wisconsin Employment .Relations Commission (WEIiC) requesting the latter agency to

initiate arbitration pursuant to Section 111.77(3) of the Municipal Employment Relations Act,




and following an inirestigation conducted in the matter, the WERC, after receiving the final

offers from the parties on February 5, 2008, issued an Order dated on February 21, 2008,
wherein it determined that the parties were at impasse in their bargaining, and wherein the
WERC certiﬁéd that the conditions for the initiation of arbitration had been met, an_d further,
wherein the WERC ordered that the parties proceed to final and binding arbitration to resolve the
- ~ impasse exjsfhlg between them. In said regard the WERC submitted a panel of five arbitrators
from which the parties were directed to select a single arbitrator. After being advised- by the
parties of their s'electiorg the WERC, on May 1, 2008, issued an Order appointing the
undersigned as the Arbitrator to resolve the impasée between the parties, and to issue a final and
binding award, by selecting either of the total final offers proffered by the parties to the WERC
during the course of its investigation.

Pursuant to arrangements previously agreed upon, the undersigned conducted a hearing in
" the matter on August 11, 2008, at Ellsworth,. Wisconsin, during the course of which the parties
| were afforded thé opportunity to present evidence and argument. Til& hearing was not
transcribed. Initial briefs and reply briefs were filed and exchanged and the record was closed on

November 11, 2008.

THE FINAL OFFERS AND STIPULATIONS OF THE PARTIES:

The Employer and Association final offers and their tentative agreements. are attached

and identified as attachment “A.” “B” and “C,” respectively.




BACKGROUND:

Thé instant law enforcement unit is comprised of five police officers. There is one other
bargaining unit in the Village, the utilities and streets unit with four employees. Additionally,

there are approximately four full-time non-represented employees.

POSITIONS OF THE PARTIES:

The following is a summary of the parties’ extensive and well-argued positions as
presented in their briefs and does not purport to be a complete statement of all arguments

presented.

Union’s Position

External Comparables

The Union agrees with all of the comparables set forth by the Employer except for the
Village of Roberts, City of St. Croix Falls and Village of Somerset. Those should not: be
considered as comparable communities with the Village of Ellsworth because they are under
2,500 population and do not have the right to final and binding arbitration. The Union submits
the following comparables: City of Amery, City of Hudson, Village of North Hudson, Village of
Osceola, Village of Baldwin, City of River Falls, City of New Richmond, City of Prescoit and

the County of Pierce.

The Offers




There are two issues in dispute: health insurance and wages. Each must be considered
on their own merits, however, since both are monetary issues and they also must be considered

as a package.

The Union’s primary argument and support for its position is that the Employer has not
offered an adequate quid pro quo for changing the existing health insurance benefits.
The Employer’s final offer proposes to modify the current health insurance plan (Blue

Access Option P8 and Rx Option S), effective January 1, 2009, to the Blue Access Health

Savings Accounts Option HHP3 with a $2.000 single deductible and a $4.000 family deductible.

The Villége, effective January 1, 2009, as part of the insurance change ovér., will
implement a Health Savings Account for each employee and the Village will fund the account in
the amount of: $1,750 for single plan participants; $3,500 for family plan pérticipants. This
obligates the employee to pay an annual single plan deductible of $250 and an annual family
plan deductible of $500. The e;nployees, under the current plan, pay an annual deductible of:
$250 single plan deductible and $750 family plan deductible.

The fact that the Employer funds an HSA account for its employees does not equate to an
appropriate quid pro quo.

The Employer has offered the police unit less than what it settled with the Utilities and
Street Department bargaining unit. The settlement with the Utility unit was a $35 per hour
increase plus 3% effective January 1, 2007, 3% effective January 1, 2008 and 3% effective
January 1, 2009. Based on a $20 per hour wage rate this totals 10.75% over the term of the
agreement. When increased vacation and holiday benefits are included, the total package -

amounts to 13.15%. The Employer’s final offer to the instant unit totals 8.5%.




The Employer has not offered a significant quid pro quo for the following major changes

in health insurance:

a. For 2007 the Village continned the 97%/3% premium
contributions from 2006, and the Association’s final offer has
included the same cost sharing of the premium.

'b. For 2008 the Village proposes that the employees pay 4% of the
premium for single and family premiums. An employee would be
paying an additional $22.97 per month ($275.97 annually) under
the family plan and $10.72 per month ($128.64 annually) under the
single plan. The additional out-of-pocket premium cost impacts
the family plan participants 13¢ per hour (.6% loss), and single
plan participants 6¢ per hour (3% loss).

C. For 2009 the Village proposes to implement the Health Savings
Account (HSA) and that the employees pay 5% of the premium for
single and family premiums. The employee’s premium costs
would go down by changing over to the HSA; however, the
employee would be assuming a 5% premium contribution
thereafter. :

The Village’s final offer on wages amounts to an 8.5% increase in wages
over the term of the contract. Calculating the additional out-of-pocket costs to the
employees for increased premium contributions the wage increase is actually a
7.9% increase in wages over the term of the contract, of 5.25% less than the
Utilities and Street Department had received.

The Village will argue that the lower wage proposal offered to the law
enforcement group was due to the unit rejecting the HSA plan and the cost of
requiring the Village to go to arbitration. Officer Darren Foss, a 13-year
employee of the Ellsworth Police Department and a member of the Association
bargaining committee, testified at hearing that the Association rejected the Health
Savings Account insurance plan because the Village never provided the
Association with explanation of the plans (sic) impact upon employees retiring
from Village employment, as well as how funds in the account would be
dispersed upon the death of the employee. Foss testified that the Association was
never opposed to the concept of the Health Savings Account insurance plan. In
fact, Foss testified that he had researched the HSA’s of other communities in 2006
and related the information to the Village Clerk. During bargaining the Village
asked the Association to provide language on the HSA the Association provided
the language currently in the Association’s final offer.




The Association has proposed a 3% premium contribution by employees
for 2007; and $50.00 per month toward the family plan and $20.60 per month
toward the single plan for 2008 and 2009. The $50 (F)/$20 (S) employee
contribution for 2008 equates to 3% contribution for a family plan participant, and
3% contribution for a single plan participant. The $50 (F)/$20 (S) employee
contribution for 2009 equates to 4% contribution for a family plan participant, and
4% contribution for a single plan participant.

Finally, the Village proposes to fund the employee’s HSA accounts
effective January 1, 2009 at $1,750 for single plan participants and $3,500 for
family plan participants. The Association’s final offer proposes that the Village
fund the employee’s HSA accounts at 100%; $2,000 for single plan participants
and $4,000 for family plan participants. The Association argues that the
additional funding of $250.00 (S) and $500.00 (F) annually impacts the Village at
eight tenths of a percent (.8%).

As the proponent of this mammoth change, the Village bears the burden of
proof that a change is needed, including an adequate quid pro quo. The Village
has neither met their burden nor offered an adequate quid pro quo and the
Association respectfully requests that the Arbitrator concur.

With respect to the other statutory criteria, the Association argues that the Employer has
the lawful authority to meet the terms and conditions set forth in the Association’s final offer 7
(Section 111.77(6)(a)); that the stipulation of the parties imposes no significant monetary burden
upon the Employer (Section 111.77(6)(b)); and that the Employer has not proven it cannot afford
the Association’s final offer or that the interest and welfare of the public will be adversely
affected (Section 11.77(6)(c)). Regarding the latier, the public interest is well served if the
citizens and taxpayers of the Employer are provided with public sergeants who are well paid and
of high spirits and moralle.

Section 11.77(6)(d) requires that the Arbitrator compare the final offers to wages, hours
and conditions of employment received by police officers in comparable communities. There is

A6 'stétutory criterion, unlike Wis. Stats. 111.70(4)(cm)7.e. covering non-protective employees,

to make comparisons to employees in the same communities.




The difference in the statutes clearly indicates that the drafters of Section 111.77(6)
recognize the need to diétinguish the special characteristics and needs of law enforcemeﬁt
employees when compared to employees holding other positions within the same community.
" This difference has been recognized and given effect by arbitrators. '

Throughout the negotiaﬁons that took place over wages pursuant to the agreement, the
Association has consistently argued that its final offer was supported by settlements received by
other law enforcement within the comparable communities. 2

Lastly, the Association’s final offer is consistent with the Coﬁsumer Price Index (CPI).
When final offers were certified, the CPI was 4%. The‘ViHage’s offer is well below the CPI.

Baseci on all of the above, the Association requests the Arbitrator to accept its final offer

as the most reasonable.

'Emplover’s Position

External Comparables

In addition to the comparables the Association accepts, the Employer proposes the
Village of Roberts, City of St. Croix Falls and the Vlllage of Somerset.

The Employer’s comparable poo! is inclusive and unbiased. It includes all uﬂioﬂzed law
enforcement uﬁjts within Ellsworth’s general geographic area. When measured against the
commonly-accepted indicia (geographic proximity, similarity in size, and similarity in
character), Ellsworth is clearly more similar to the Employer’s proposed municipalities as a

" whole than the Union’s,

! Portage County, Case 16, No. 51947, INT/ARB-7488 {Fleischli).

See Association’s Tab 7




High Deductible Health Care Plans and Heaith Savings

Accounts Promote a Partnership Between Employer and Emplovee
in Managing health Care Costs and Benefits.
Under the Union’s Final Offer. Full Responsibility for Funding

Health Insurance Deductibles Reverts to the Employer in 2009,

The Union’s final offer runs counter to the underlying principle of shared responsibility
in managing health care costs. Although the Union agrees to implemenf a HDHP/HSA in 2009,
the Union’s offer requires that the Village fund cach employee’s Health Savings Account at the
plan’s full deductible amounts of $2,000/$4,000. The Village’s offer, on the other hand,
'provides for annual Village HSA contributions of $1,750/$3,500. Because the Uﬁon’s proposal
- requires the Village to contrii)ute' tllle full deductible amounts each year, the employee has
absolutely no out-of-pocket exposure under the Union’s offer. As the Village will show, the
Union’s offer for 2009 runs counter to Village practice and internal seitlements, and also runs
counter to established trends throughoﬁt comparable municipali]&ies.

In terms of Village history, police employees have been paying deductibles of $00/$300
and drug card co-pays of $10/320/830 for years. They are also subject to 80/20 co-insurance
after the deductibles have been met. Under the existing contract, an employee’s maximum
out-of-pocket exposure if $620 single and $920 family. These out-of-pocket maximums will
continue for 2007 and 2068 under both parties’ final offers.

When the high deductible health plan is adopted rin 2609, co-insurance and drug co-pays
necessarily disappear pursuant to IRE regulations, making the employee’s only out-of-pocket
exposure the deductible amounts of $2,000/$4,000. Under the Village offer, the Village funds

the HSA at $1,750/$3,500, thereby reducing the employee’s maximum out-of-pocket exposure




from the current $620/$920 to $250/$500. The Village’s offer also removes the contractual
out-of-pocket caps since they are necessarily obsolete upon the implementation of the HDHP.

Under the Union’s final offer, notr only are the contractual out-of-pocket caps retained
(which conflicts with the implementation of the HDHP), but the Village is also required to fund
the HSA at the full deductible amount of $2,000/$4,000, thereby reducing the empldyee’s
out-of-pocket exposure to zero. Under the Union’s offer, therefore, employees enter a zone of
zero risk when it comes to out-of-pocket health insurance expenses.

In terms of internal settlements, the Utilities and Street Department (the only other
organized unit the Village) adoptedrth.e Anthem HP3 high deductible/HSA plan in 2007 with
employees’ out-of-pocket exposure steadily ,increasing.. Uﬁder the Utilities and Streets
agreement (also adopted for non-union employees in 2007), the Village funded the HSA at the
full $2,000/$4,0060 deductible amounts in 2007, at $1,750/$3,500 in 2008 and at $1,500/$3,300 in
2009. Thus, employee out-of-pocket maximums increased from $0 in 2007 to $250/$500 in
2008 and to $500/$700 in 2009. Under the Union’s final offer, police employees would be the
only Village employees with zero out-of-pocket exposure. |

Also, if an employee does not incur medical expenses up to the full deductible amount in
any given Year, the unused HSA_funds carry overrfrom year to year with no maximum cap,
théreby providing employees with a virtual “windfall” of HSA fuﬁds to use — tax free — for future
medical expenses.

A review of external comparables reveals that ernployee' out-of-pocket expenses for
deductibles and co-pays is the norm. In 2008, only Baldwin and Hudson are the only two

comparables without in-network or out-of-network deductibles. The vast majority of




comparables have drug co-pays and additional co-pays for office visits and emergency room

usage.

Two external comparables, New Richmond and River Falls, have HRA’s, but neither

| funds the HRA’s at the full deductible amount. The same is true with the three comparables,

Osceola, Prescott and Somerset, with the HSA plans. The Village’s ﬁxial offer provides a lower
employee out-of-pocket maximum ($250/$500) than all but one of the five.

Internally, for both the Utilities unit and the ndn—represented there was a .progression
from zero émploye_e out-of-pocket to increasing out-of-pocket levelé across contract years. The
Union’s final offer cor;tains no exception to the zero_eut-of-pocket efcpense. There is no cost
sharing. |

The Union may argue that its final offer is preferable because it calls for the same Village
HSA funding that the Village provided in the first year of HSA implementation for the other two
einployee groups. However, the Village reached voluntary agreement with the Utility unit in
2006, the same agreement the instant Police unit could have had. However, the Police refused
implementation of the HDHP/HSA plan in either 2007 or 2008.

The delay in implementation resulted in significant additional premium cost to the

Village: $33,000 for 2007 and 2008. The employees as a group would have realized premium

savings of over $1,700 during the same period of time. The Village’s offer for 2009 places

Police employees at the 2008 funding level that was received by the Utility and Streets and non-

- represented employees, which is still more generous than those two employee groups will

receive in 2009,

The Union’s delay should not be rewarded by the arbitration. Arbitrators have so held. *

City of Beaver Dam (Law Enforcement), Decision No. 31704-A (7/07, McAlpin).
10




By Imposing a Fixed Dollar Amount for Employvee Health
Insurance Premium Contributions Beginning in 2008,
The Union’s Final Offer Abandons the Principle of
Shared Risk and Responsibility in Managing

Premium Increases. '

The parties actually have a formula for determming premium contributions but it can
. generally be described as 97% paid by the Village and 3% paid by the employees.

Both parties propose continuing of 97% ViIlagé contribution in 2007. For 2008, the
Village offer decreases its share to 96% while the Union proposes to change the employees’
premium contribution to fixed dollar amounts of $20 per month for single and $50 per month for
}‘?’Jm:ily. For 2009, the Village offer decreases its share io 95% ﬁhle the Union proposes the
same $20/$50 dollar amounts for employee contributions. - The Uﬁion’s offer proposes a
sigrﬁﬁcant change m the status quo in that it changes empioyee contributions from a percentage
to fixed dollar amount and departs from the pattern that exists among internal and external
comparables.

The Utility/Streets employees and non-represented employees pay the same increasing
percentage of health insurance premiums as proposed by the Employer. Since 2004, all Village
employees have paid a percent contribution for insurance premiums. The Employer’s offer
continues to base premium contributions on percentages, while the Union’s offer does not. The
Union bucks the uniformity of the internal trend of percent-based calculations.

Thé premium contribution pattern amdng the external comparabies is very clear; they are

percent-based. One pays employees a $600 per month cash contribution in lieu of insurance. Of

the remainjng 11 comparables, only one, as of this date, is on a dollar amount employee

11




| contribution. In addition, in 7 of thé 11 comparables, employees pay the same or higher percent
- contributions than will be required of the police employees under the Village’s offer.
Here, the Union’s proposing a change bﬁt has not met the criteﬁa of establishing a need,
ora reasénable response to the alleged need, or the offer of a quid pro quo.
The Employer cites a number of arbitration awards in which arbitrators have been
reluctant to uphold a Achange for percent-based to flat dollar amount employee premium
contributions. Some have held that such a change should not be awarded through arbitration.

The Union’s Proposed HSA Language is Inconsistent with Applicable
IRS Rules and Regulations and Jeopardizes the Employee’s

Eligibility to Participate in the HSA.

The Employer deliberately chose not to speak to the IRS, attempt to interpret the Internal
Revenue Code in the collective bargaining agreement or unnecessarily restri'c.:t-an employee’s
rights to the HSA if the IRS changes the regulations in the future. Inostead, the Village’s
proposed HSA language is restricted to the one and only aspect of an HSA which is within the
Village’s control, the specific amounts the Village will deposit.

In contrast the Union’s final offer contains 10 paragraphs of language addressing HSA,

but HSA is governed by the HSA and, as such, are subject to future alterations in IRS and _

regulations. Therefore, the proposed language does not belong in the collective bargaining
agreemeﬁt. |

Also, the language appears to be based upon regulations applying to HRA’s not HSA’s.
The two are different and not interchangeable. The Union’s proposal is deficient in this regard
and should be rejected.

Further, the Union’s pro-gz)éal is at odds with HSA IRS regulations because it maintains
existing contractual out-of-pocket caps. Under the Union’s final offer, tﬁe Village would be

12




reimbursing “all or part of the employee’s medical expenses below the minimum HDHP
deductible “which, in turn, render the employees ineligible to participate in an HSA.” If the
Village does so, it could be supplying “additional coverage to a HDHP/HSA” which clearly is

not allowed under a valid HSA. This would subject employees to tax liability.

The Emplover’s Wage Offer is in Line With the Pattern of
Internal Settlements and is Reasonable in Comparison to
External Settlements. In Terms of Total Compensation,

Employees Maintain Top-Reporting Longevity, Vacation,
Sick Leave, Holiday and Other Insurance Benefits.

When measured against the exiernal comparables, the Village’s wage offer emerges as
reasonable. )

In any given year, some settlements are lower than the Village’s offer and some are
higher, but among those that are higher, several obtained significant changes to Health insurance
" at the time of the higher increase, including implementation of HRA’s and HSA’s.

Seven oﬁt of twelve cqmparables made insurance changes during 2007-2009.
Ellsworth’s police empldyees are not along on being asked to make insurance changes, and they
are not being asked to _saériﬁce reasonaﬁle wage increases in exchange for same.

Also, the existing wage rates are the result of years of voluntary bargaining.l Therefore,
any argument that Ellsworth’s wage rates are low in comparison to external comparables must
fail. The ekiSﬁné rates were voluntarily bargained.

With respect to comparison of overall compensation, the Village submits that its wage
offer, when considered in conjunction with the many other benefits enjoyed by the police

employees, results in the continuation of a top-ranking total compensation package. Under the

Village offer, police officers will continue to receive above-average benefits in the following

13




areas: longevity, vacation, sick leave, accumulation and payfnent, holidays, and other insurance
(dental and life).

Even more important, however, are internal comparables. There has been absolute
consistency with respect to health insurance and near absolute consistency with respect to wage
increases. However, because the Union has delayed adoption of the HSA until 2009, the internal

consistency on insurance is broken. The Union’s offer to convert employee contributions to a

flat dollar amount breaks the internal pattern. However, as to HSA, finding the Employer’s offer

differs in 2009 in that it provides this unit a higher amount ($1,750/83,500) in recognition of the
fact that this will be the first year of HSA implementation.

The Village offered more of a wage increase in 2007 and 2068 (3%, 3%). Howéver, the
Utﬂity/Streets employees voluntaﬁly agreed to make the insurance change in exchange for the
Wage increases. The Village should not be required to reward the police employees for holding
out. The lower wage increase offered to this unit recognizes the increased health insurance costs
inburred by the Employer.

Here, the internal settlement represents the best indicator of the agreement the parties
should have reached if voluntary negotiations had been successful. |

Arbitrators have recognized the important of treating all employee groups cpnsistentljr
when it comes to health insurance, especially where a change in such benefits is at issue. The

Arbitrator in this case should do the same.

The Voluntary Settlement of Collective Bargaining
Agreement_s is Provided Under the Village Final Offer,

It would appear the Union’s alleged “lack of details” about the Village’s insurance

proposal was the main impediment to settlement. Yet at the hearing, Union witness Officer

14




Darren Foss acknowledged that he aﬁd Union representatives did receive dpcuments describing
the new health plan from the Village’s insurance carrier. They also attended several meetings
with Village fepresentatives when it became known that the current health plan would be
changing. The Village remains in the dark about what specific insurance questions remain
unanswered, as allegéd, from the Union’s perspective.

At the hearing, insurance, not wages, was identified by the Union as the key obstacle to
settlement. However, both are linked. Linking wzige increases and benefit changes provides
“give and take” aﬁd the early and voluntary settlement of bargaining agreements. The
Employer’s linking of the two should be upheld. | ’

The Employer in its reply brief argues that the Ulﬁon attempts to alter its final offer by
presenting an edited version in its brief. The Union replaces all of the HRA references to HSA.
The Arbitrator must evaluate the parties’ final offers based upon its express language, not on
what they may have intended the language to mean. | |

The Union’s control theme is that the Employer has not offered an adequate g. uid pro quo
for significant modiﬁ(;,ations the Employer is seekiﬁg in health insurance. The fact is both
parties’ final offer implement the agreed-upon high deductible/HSA plan effective January 1,
2009. The only issue is the amount the Village will contribute to the HSA.

‘I fact, the Union should be offering a quid pfo quo because it is proposing a far greater
change, i;e., because it proposes to change the structﬁre of converting from a percent contribution
to a flat dollar amount. "_Fhis.is much more significant than simple adjustments to percentage
contribution alﬁounts.

Tﬁe Union compares its settlement cost to that of the Utility/Streets settlement. It

attributes costs to vacations and holidays, but there is no evidence on the record to support the

15




figures used. The Union does not include the HSA contributions in its costing. Under the

Union’s final offer, the police will receive a total of $3,100 more in the HSA funding levels than
will be in place for other Village employees in 2009.

The Union argues that external wage settlements support its position. But as discussed
earlier, many of these settlements incorporated changes to health insurance. With regard to three
of the comparables (St. Croix Falls, Roberts and Somerset) the Union wishes to exclude, the

7 Employer argues for their inclusioﬁ because even though they cannot go to_arbitration, they are
unionized and collectively bargain their wages, hours and conditions of employment.

Lastly, the Union argues that the Village’s lower wage offer will jeopardize the spirits
and morale of the police officers. But, there_: is no evidence that police officers are leaving for

| higher wages elsewhere. The officers have been with the Village for at least 6 years and up to 13

years. The evidence shows that Ellsworth’s police officers enjoy a highly competitive

compensation package.
Based on all of the above, the Employer requests that its offer be selected by the

Arbitrator.

DISCUSSION:

External Comparables

The parties disagree over the inclusion of three external comparébles: Village of Roberts,

City of St. Croik Falls and Village of Somerset. They agree on: City of Amery, Village of

Baldwin, City of Hudson, City of New Richmond, Village of North Hudson, Village of OSceoia,
Cﬁof Prescott, City of River Faﬂs and Pierce County.

| The City argues for the addition of the three‘disputed comparables. According to the City

they meet the geographic proximity, similarity in size and similarity in character criteria used to

16
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determine appropriate comparables. The Union argues that the three comparables should not be

considered because all are under the population of 2,500 and, as such, their law enforcement
‘units of emplbyees do not have access to final and binding.interest arbitration.

~ Both parties make good arguments. The three are in the same labor market as Ellswortﬁ

and thérefore compete for jobs. On the other hand, employees of the three small communities do

not have the leverage‘ that interest arbitration provides in ne;gotiatiﬁg their wages, hours and

~ conditions of employment.

Based on the above, the Arbitrator will include Roberts, St. Croix Falls and Somerset in
the external comparables, but will not give them as much weight as the other external

comparables.

Health Insurance and Wages

The Employer in its brief accurately sets forth the parties’ present health plan and the

.

parties proposed health plan in 2009. *

The current health plan covering Police employees is a fairly traditional
plan with $100/$300 deductibles, 80/20 co-insurance after deductibles are met,
and a 3-tier drug card — all of which employees must pay out-of-pocket up to
certain contractual caps (Er. Ex. 6, 9). Currently, the Village pays 97% of the
premiums and employees contribute 3% of the premium cost.

_ Both parties propose maintaining the existing plan for 2007 and 2008. For
2009, both parties propose the implementation of a high deductible health plan
(HDHP) known as the Anthem HP3 plan, as well as a health savings account

~ (HSA). In order to have a valid HSA, employees must be covered by a qualified
HDHP. In order to have a qualified HDHP, deductibles must meet certain
minimums established by the Internal Revenue Service (IRS). Currenily those
minimums are $1,100 single, $2,200 family (see Er. Ex. 19).

Employer’s brief, pp. 11 and 12.
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The Anthem HP3 plan agreed upon by the parties has deductibles of
$2,000 single and $4,000 family, with no employee co-insurance or co-pay
requirements and no prescription drug co-pays. Instead, all medical expenses
apply directly toward the deductible. Once the deductible is met, the plan pays
100% of all medical expenses. Employees are responsible to pay the deductibles,
but can use funds from their HSA to do so. When employers contribute to
HSA’s, as both parties proposed here, employees’ out-of-pocket expenses are
reduced or eliminated. '

Under an HSA, each employee sets up an account at a qualified financial
.institition. Both the employer and the employee may make annual contributions
into the account up to IRS-established maximums (currently $2.850 singie,
$5,650 family) (Er. Ex. 16). The account, and the funds deposited into it, are
completely owned by the employee and may be used to pay for qualified medical
expenses for the employee and his/her dependents. All HSA funds contributed by
the employer are fully vested by the employee upon deposit. Also, any unused
HSA funds carry (sic) over from year to year, eatn interest tax-free, and are
portable (Er. Ex. 19). Pursuant to IRS regulations, HSA funds may be used to pay
for eligible medical expenses both during employment and/or after an employee
quits or retires (Er. Ex. 18). '

Both parties agree to implement the same HDHP/HSA effective January 1, 2009. The |
only disagrgement is over the Village’s contribution to the HSA. | |

The Association’s offer calls for the Employer to fund each employee’s HSA at the
plan’s full deductible amounts of $2,000/$4,000. The Employer’s offer requires the Employer to
contribute $1,750/$3,500 towards the same maximum amounts.

The onlly other issue in dispute is wages. Because the two are monetary issues, the
VArbitrator cé._nnot ignore that they are closely related and one impacts the other. The Employer
offers increases of 2.75%, 2.75% and 3% for the years 2007, 2008 and 2009, respectively: The ,

Association, for the same years, proposes a 3% increase each year.
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- In comparison with the only other represented Village unit of employees, Utility and
Streets, > the Association’s offer is more consistent than the Employer’s. Utility/Streets settled
for a 35¢ ;Ser hour increase plus a 3% increase in 2007, 3% in 2008 and 3% in 2009.

The Employer argues that the instant unit should not be rewarded for not settling and
accepting the same health insurance plan change in 2007 as accepted by Utilities/Streets, by
awarding them the same wage increase as Utility/Streets. The Arbitrator agrees, but neither
should this unit be pmiished for exercising their statutory right to interest arbitration. Thus, the
~ Arbitrator will decide the iésu’e on the relative merits of the two offers.

As stated above, a strict cbmpan'son of the wage increases of the fwo units favors the
Associaﬁon’s offer. However, as argued by the Employer,.the Utility/Streets unit voluntarily
accepted the same change in health plan, as now agreed to by this unit, effective 2007 — not
2009 - in exchange for a higher wage increase. Some of the savings réaiized by the Employer |
from the insurance change was used fof the wage increases. The anticipated $33,300 in savings
in an early implementation of the health plan was not realized and available to pay the instant
unit the same increases received by the Utility/Streets embloyees.

With respect to a comparisdn of wage increases with external comparables,. the
Association’s offer is more in line with tile comparabies than the Employer’_s. In 2007, all but
two comparébles, Hudson and Osceola, settled for 3% or more (either up front or split increases).
For 2008, the same (3% or more) is true for all of the externals that have settl‘ed except for
Hudson and St. Croix Falls. The Employer points out that séme of those settlements included

insurance changes, but that is also true under both offers in this case. It is quite clear that solely

5 The non-represented empioyees agreed to the same package as the Utility/Streets, except

their wage increase in 2009 has not been determined.
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on a wage increase comparison with the externals, the Association’s offer is more reasonable
than the Employer’s.

However, as state earlier, wages is only one of two monetary items in dispute. The other,
health insurance, is equaily as important.

There are two aspects of the agreed-upon HDHP/HSA in issue; the amount of the
:Employer’s contribution to the HSA aﬁd the level of prémimn contribuﬁons by the Employer and
employees. :

With respect to the former, the Assoéiation proposes that the Employer pick up the entire
$2,000/$4,000 deductible amount. The Association in -support éf its position argﬁes that the
Employer contributed the entire deductible amount for the Utility/Streets unit to initiate the
change in insurance plans. That is true, but the Utility/Streeté agreed to the change in the first
year of the contract (2007) unlike here. In the second and third years (2008 and 2009), the
- Employer’s contribution dropped to $1,750/$3,000 and .$1,500/$3,300, respectively. In 2009, the
Employer’s offer to the Association. is to contribute $1,750/$3,500; $250/$2OO moré than
contributed to Utility/Streets employees. Also, notably, it is less than this unit’s current
maximum exposure of $620/$920.

~ With respect to premium contributions, both parties are proposing a change. The
Employer’s offer calls for a 1% increase in employee contribution in 2008 and another 1%

increase in 2009. The Association, like the Employer, proposes the status guo in 2007 (97%

6 The Employer also raises issues with the Association’s contractual language

accompanying its HSA proposal. The Arbitrator notes, as argued by the Employer, that there is
some confusion created by reference to HRA accounts. The language in part is not non-
applicable and confusing, but not material enough for the Arbitrator to not select the
Association’s offer if found to be more reasonable than the Employer’s. Therefore, the
Arbitrator will base his discussion on the merits of the two offers. '
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contribution by the Employer) and a fixed dollar amount of $20 single andr $50 fainily
contribution by employees in 2008 and 2009. This equals a 3% and 4% contribution by
"employees in 2008 and 2009, respectively. |

The problem with the Association’s offer is not so much the difference in cost between
the offers, as it is with the philosophical difference. The Assqciation does not want to share the
cost of the deductible amounts and wants to cap its exposure to premium increases. This,
especially the latter, is clearly counter to the trend in the state and nationally. For instance, theré
is only one external comparable that has an employee flat amount contribution; all the rest are on
percentage-based contributions with seven of the eleven paying the same or a higher percent
-contribution than required by the Employer’s offer. At a time when insurance premium costs far
exceed the fate of inflation and in fnany cases is spiraling, the Association is seeking a structural
change from percentage to a fixed dollar ambunt contribution by employees. It seeks to change
the financial relationship between the parties from the present where employees and the
Employer share premium incréases based on their percentage contribution to where the employer
will pick up all future premium increases. |

The Employer will be required to continue to do so until it can negotiate a change in the

arrangement in a successor agreement.

P —

Summary and Conclusions
There are two underlying principles involved in this case. The Union argues that it is
entitled to a quid pro guol for agreeing toa signiﬁcént change in health insurance plans while the
Empiéyer’s primary theme is that the Union fails to accept the weli-accepted concept that the

_parties have a shared responsibility when it comes to health insurance costs.
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The Union’s wage proposal, considered alone, is more réaéonable because it is more in
line with internal and external comparables. In this .regard, comparison with external
comparables is appropriate and given considérable weight because it is a comparison with other
law enforcement units as opposed to the one internal comparable consisting of non-law
enforcement personnel.

However, the parties’ final offers must be considered as a whole, a toﬁl package.

The Arbitrator finds the Employer’s offer in the only other issue, health insurance, to be
more favorable and when the two issues are considered together as a package, the Arbitrator
finds the Employer’s final offer the more reasonable of the two; .-

This is so because the lower wage increases in 2007 and 2008 are offset b.ylthe cielay in
the implementation of the agreed-upon new health insurance plan until 2009. More importantly,
however, the Union seeks a change in the present shared responsibility arrangement in insurance
costs. .

‘Currently, employees are required to contribute to the deductible amount of coverage up
to a maximum of $620 single and $920 family. The Union proposes that the Employer, under
the new plan, pick up the entire amount of the $2,000/$4,000 deducﬁbie. But more significant is
the Union’s proposai to change the financial relationship between the parties regarding insurance
premiums. The Union agrees to the equivalent decrease in Employer contribution from the
current 97% to 96% in 2008 but stated in a dollar amount. The Union proposes a flat dollar
contribution by employees of $20/$50 which equates to a 4% pick-up of premiums in 2008 and
2009. The Union caps the employee’s contributions at the $20/$50 level.

| The Employer offers to pick up $1,750/$3,500 of the deductibles.” The employees’

exposure is $250/$500. The Employer raises the employees’ premium contributions from 3% in
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2007 to 4% in 2008 and 5% in 2009. This amount, however, is below the current employee
contribution.

The Arbitrator finds the Employer’s offer more reasonable and more in conformity with
the comparables and the trend regarding the issue. The Employer’s offer of a $1,750/$3,500 pick
up is reasonable because it limits the employees’ liability to $25Q/$500 which is a reduction from
the present $620/$920 exposure. With regard té contributions to insurance premiums, the
Union’s offer would be as reasonable as the Employer’s if expressed in percentages. But, the
Union’s offer capping employees’ contributions encumbering the Employer “&th'ﬁlhue increases
is simply out of step_with what’s occurring in the field. With the rate of increases- in insurance
premiums, shared responsibility is now well-established and commonly accepted by unions. For
instance, of the eleven external comparables only one is at a fixed amount; the rest are all
percentage based. Plus, when it comes to benefits, internal comparables are important. All
employees of the City are uﬁder the same insurance plan as offered and on a percentage basis.
The Employer, however, maxed its deductible pick up at $1,500/$3,300 with the Utility/Streets
employees; some $250/$200 less than its offer to the instant unit.

Based upon the application of the statutory criteria to tl.ler parties’ final offers énd the
evidence presented with regard thereto, ﬂie Arbitrator finds the Employer’s final offer tol be the

more reasonable of the two final offers based on Both the internal and external comparables.

AWARD
'The Employer’s final offer is to be incorporated in the 2007-2009 collective ‘bargaining

agreement between the parties, along with those provisions agreed upon during the negotiations,
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~as well as those provisions in their expired agreement that they agreed were to remain
unchanged.

Dated at Madison, Wisconsin,.this 23rd day of January, 2009.

Herm#n Torosian, Arbitrator
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-B.

 FINAL OFFER

VILLAGE OF ELLSWORTH
. tothe
LABOR ASSOCIATION OF WISCONSIN
oh behalf of the
POLICE DEPARTMENT EMPLOYEES

January 8, 2008

~AﬁTICLE 16 - INSURANCE, Section 16.2 - Health insurance
A. 2007 and 2008:  Blue Access Option P8 with Rx Option 8

B. Effective. January 1, 2009: The Village implements the Blue Access for

Health Savings Accounts Option HP3 ($2,000 single deductible/$4,000

. “family deductible) with the Village agreeing fo fund each eligible employee’s

Health Savings Account pursuant fo appllcabie IRS rules and regulatmns as
follows:

2009: $1,750 (single) or $3,500 (Family)

" C. Emiployee premium confribution of 3% in 2007, 4% in 2008 and 5% in 2009.

ARTICLE 16 - INSURANCE, Section 16. 2 Health Insurance, !ast sentence -
Delete all after the word “plan.”

ARTICLE 16 - INSURANCE, Section 16.2 - Health Insurance - Delets all after the
word “copay” in the first line of the second paragraph.

ARTICLE 23 - WAGES - Revise the wage rates fo reflect the following:

Effective 1/1/2007: 2.75% increase

Effective 1/1/2008: 2.75% increase |
Effective 1/1/2009: 3.0% increase |

All teniative agreements previously agreed to by the parties.

FAtocsiCITNElisworti VigW007Ee{7R1ast Final Offerwpd




VILLAGE OF ELLSWORTH
POLICE DEPARTMENT EMPLOYEE’S ASSOCIATION

Fmal Offer , '
January 7, 2008

. 1. Article 16 - Insurance, Section 16.2 - Health Insuram:e

a. Blue Access Option P8 Insuzance Plan wﬂ:h Rx Option S — status quo for
2007 and 2008

b. Village will implement the HSA Plan effective January 1, 2009 (see
attached HSA document) and the Vﬂlage shall find HSA -deductibles at
- 100%.

¢. Premium contribution:

i. Jan. 1,2007 - 97% (Village) and 3% (Employee)
ii. Jan. 1, 2008 — Employees paj $50/month (Family) and $20/month
(Single)
iii. Jan. 1, 2009 — Employees pay $50/month (Family) and $20/month
(Single)

d. Section 16.2 shall remain in the contract

“16.2 Health Insurance. The Vﬂlage shall provide hospital, surgical, major

- mexdical, and dental insurance for each employee, and his dependents.
Effective June 1, 2004, participating employees will pay 3% of the health
insurance premium for similarly situated (i.e., single, limited family or family)

. - employees in the 45 to 49 age group. The coverage shall be subject to change

upon thirty (30) days written notice to the Union and a meet and confer
session. The Village will pay the employee’s health insurance through
eligibility for Medicare on early retirement. This does not apply to spouses of
employees. Early retirement is defined as any retirement after twenty (20)
years of service at age 'S5 or thereafter, but prior to eligibility for Medicare .
Employees shall pay all deductibles and co-pays of the current health
insurance plan however, such ont—of—pocket expenses will be capped at a
maximum employee exposure of:

Within PPO - i $500/Yr. For Single Plan

. $800/Yr. For Family Plan
‘Outside PPO © $850/¥r. For Single Plan
$1,500/Yr. For Pamily Plan

Employees shall pay a prescription co-pay ofé up to $120/annually, and the Village
shall pay any prescription co-pay in excess of $120/anmually.”




. Article23- Wages.  3.0% ATB  —January 1, 2007
30% ATB - Japuary 1, 2008

30% ATB - January 1,2009

'3. Article 25 — Duiration. Modify all dates to reflect a 3-year Agreement effective
January 1, 2007, through and including. December 31, 2009; ' :

. All Tentative Agreements dated 01-07-08.




ASSOCIATION PROPOSAL
HEALTH SAVINGS Accom (HSA) PLAN

Village of Ellsworth will implement a Health Savmgs Account (HSA) plan effective
January 1, 2009, :

Effective January 1, 2009 employees shall pay $20.00 per month toward the single h
‘health insurance premium and $50.00 per month toward the family health insarance
premmm :

Current year HSA monies can also be used to relmbursc employees for linked and
coordinated health plan expenses.

Unspent HSA monies will rolf over from calendar year to calendar year with no
maxirmum ¢ap.

Roll over HSA monies may be used to relmburse emp}oyees for expenses incuired,
‘and for eligible IRC Section 213 medical claims.

_ Emploj(ecs with Vlﬂage of Ellsworth at the tuné employment separation occurs will
be eligible to utilize the post employment bcneﬁt poruon of the HSA plan under the
following scenarios:

a. Employee termination/resignation: 'Ii‘he former employee, spouse,- and
' dependents can only use for eligible IRC Section 213 medical claims and
Village of FEllsworth health insurance preminm under COBRA upon
termination/resignation. Any admimstrative fecs of the HRA program would

be the responsibility of the former employee upon termination/resignation.

b. Employee retirement: Retiree can use for eligible IRC Section 213 medical
claims and individual health insurance premiums upon retirement. Any
administrative fees of the HRA program would be the responsibility of the
retiree; Retiree will be held to simjlar beneﬁts of the deductible as a current

employee.

¢. Death-of employee: HSA monies can be used to pay for the deceased

employee’s medical bills, eligible spouse and dependent eligible IRC Section

213 medical claims, and individual health insurance premiums, or Village of

. Ellsworth health insurance premiums under COBRA. Any administrative fees

of - the HRA program would be the mpons:bzhty of family upon the
cmployee s death.

d. Death of single employee with no dgm-ts- HSA monies can be used by -
" the estate to pay for the deceased emplogee s medical bills incurred before the

death.
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TENTATIVE AGREEMENTS
Between the |
VILLAGE OF ELLSWORTH -
andthe |
LABOR ASSOCIATION OF WISCONS!N
on behalf of the
POLICE DEPARTMENT EMPLOYEES

January 7, 2008

ARTICLE 3 - GRIEVANGES AND ARBITRAHGN Section3.5- Correct Correci Step 3 (o
create iwo sentences), as follows

if the grievance is not resolved at Step 2, it may be submltted {o arbitration within
ten (10) workdays after receipt of the written decision in Step 2, Notice shall be
submitted, in wrrtmg, to the Employer mdlntlng the Grievant's intent to submit the
matter to arbitration. .

ARTICLE4 - DiSCHARGES AND SUSPENSIONS, Sectton 4.5.2- Repnmands -
Delete the following sentences:

ARTICLE 4 - DISCHARGES AND SUSPENSIONS Section 4.5.4 - Termination -
Modify the section as follows:

The employee may choose ¥ i
“termination a p@al a susgensnonfterrm natlon under the prov:smns of Sect:on 62 13
Wis. Stats. : .

ARTICLE 4 - DISCHARGES AND SUSPENSIONS Section 4.7 - Employee
Appeal odify as follows: 5

An employee suspended orierminated for mus&s refating to personal conduct must
(before the dlsomlmary actaon) be gwen a oopy of the charges agamst hlmfher and




40,

FidoesiCITYERsworlh VIg\000Te(37RTA Summary

- such action to the Village Police and F:re Commlssmn pumuant tc §62; 13
~ Stats.. and not throu h the Grigvance Prooedure ] y

"~ ARTICLE 15 - WORK WEEK. Insert the foﬂowmg language mto Section 152 .

,A All paid leave 1l:mta* shall be counted as hou:s worked for Dumoses computing

. together with mileage, if using a personal automoblle and shall pay for meals and

1o this Section, bevond the employee's reg_ular schedule, shall be paid at either the

" SIDELETTER (p. 1 6) - Continue “Int_enm Employees Sideletter.

Overhme

overtime hours.

ARTICLE 15 -WORK WEEK, 15. 5 Jury and Witness Duty Revise by replacmg
“hlm with “‘hlmlher" and by replacing “he” w:!h “heishe "

\.

ARTICLE 16 - INSURANCE, Section 16.2 - Health lnsuranoe Regla “age 65"
with “eligibility for Medicare” (two Iocahons) -

ARTICLE 22 - MEETINGS AND SCHOOL. Revise the Ianguage in Sec:t:on
22 1 as follows: ) _

Seciion 22.1. Shoufd tbe Village require ‘any employee to attend seminars,
meetings, or training sessions, the Village shall pay the cost of tuition and materials

lodging. Payment of wages will be atthe stralght time rate. Hours worked pursuant

overtime rate or he/she shall receive oomgensaton_'g time, atthe em_plovee S electlon
ARTICLE 25 - DURATION Revise to reﬂect a new three (3) year oontract term. -




