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Roanoke Rapids, N. C.

May 24, 2011


The City Council of the City of Roanoke Rapids held a special meeting on the above date at 3:00 p.m. in the first floor conference room of the J. Reuben Daniel City Hall & Police Station.




Emery G. Doughtie, Mayor



Carl Ferebee, Mayor Pro Tem



Ernest C. Bobbitt)



Edward Liverman)







Suetta S. Scarbrough)



Greg Lawson)




Paul Sabiston, City Manager



MeLinda Hite, Finance Director




Kathy A. Kearney, Human Resources Manager/Deputy Clerk




Lisa B. Vincent, MMC, City Clerk



Gilbert Chichester, City Attorney
Mayor Doughtie called the meeting to order and opened the meeting with prayer.
Consideration of Proposals for Primary and Secondary Health Insurance for the City of Roanoke Rapids
City Manager Sabiston reviewed the following staff report with Council:
Memorandum
TO:

City Council
FROM:

City Manager
SUBJECT:
Health Insurance Bids

DATE:

5-24-11

I.  Background:  Following the advertisement seeking proposals for primary and secondary health insurance quotes, the City received two responses last week before the May 10th deadline (previously placed in your packet).  One proposal is from the Laymon Group for FirstCarolinaCare (FCC), our present primary health insurance and another proposal is from First Carolina Agency for BCBS primary health insurance coverage.  Both brokers also submitted quotes for the secondary health insurance (dental, eye, vision and life).
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The new proposals may be summarized as follows:

	
	FirstCarolinaCare
	BCBS

	
	City

Cost/Employee
	Employee Add’l

Cost
	City

Cost/Employee
	Employee Add’l

Cost

	CURRENT
	
	
	
	

	Employee
	$387.31
	$0
	N/A
	

	Employee/Spouse
	$456.10
	$268.92
	
	

	Employee/Children
	$381.60
	$108.09
	
	

	Employee/Family
	$397.29
	$475.40
	
	

	
	
	
	
	

	80/20 Similar Rate
Spread as FY 10/11
	
	
	
	

	Employee
	$399.14
	$0
	N/A
	

	Employee/Spouse
	"
	$365.91
	
	

	Employee/Children
	"
	$108.57
	
	

	Employee/Family
	"
	$523.27
	
	

	
	
	
	
	

	80/20 Sloped Rate

toward Employee
	
	
	
	

	Employee
	$347.59
	$0
	$364.57
	$0

	Employee/Spouse
	"
	$467.80
	"
	$492.03

	Employee/Children
	"
	$241.73
	"
	$275.65

	Employee/Family
	"
	$647.22
	"
	$898.33

	
	
	
	
	

	70/30 Sloped Rate
toward Employee
	
	
	
	

	Employee
	$334.99
	$0
	$389.41
	$0

	Employee/Spouse
	"
	$449.24
	"
	$525.54

	Employee/Children
	"
	$228.03
	"
	$294.42

	Employee/Family
	"
	$624.26
	"
	$958.59


The total premiums for the various coverage options (based on 164 FT employees/retirees) are as follows:
PRESENT RATES FY 10/11
	Insurance Carrier


	Total Premium
	City Payment
	All Employees Contribution

	FirstCarolinaCare
(Current Year Projection FY 10/11)

	$970,107.96


	$771,156.24
	$198,951.00
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NEW PROPOSED RATES FY 11/12
	Insurance Carrier


	Total Premium (inc. comm.)
	City Payment/Year
	All Employees Payments/Year



	80/20 Similar Rate Spread as FY 10/11
	

	
	

	FCC
	$1,037,718
	$785,507 (plus $21,600 in comm.)
	$230,611

	BCBS
	N/A
	
	

	
	
	
	

	80/20 Rate Spread Weighted toward Employee
	

	
	

	FCC
	$1,041,009
	$684,057 (plus $21,600 in comm.)
	$335,352

	BCBS
	$1,113,745
	$717,474 (plus $11,137 in comm.)
	$385,135

	
	
	
	

	70/30 Rate Spread Weighted toward Employee
	

	
	

	FCC
	$996,899
	$659,260 (plus $21,600 in comm.)
	$316,039

	BCBS
	$1,201,512
	$766,359 (plus $11,896 in comm.)
	$423,257

	
	
	
	

	60/40 Rate Spread Weighted toward Employee
	

	
	

	FCC
	N/A
	
	

	BCBS
	$1,105,762
	$705,272 (plus $10,948 in comm.)
	$389,542


II.  Analysis:  Under the new proposal, the increase by FirstCarolinaCare is approximately 7% for the total premium compared to the present year’s rate.  The proposed increase by BCBS is 16% for the total premium compared to the present year’s rate.  There is a total savings of $87,164 in favor of FirstCarolinaCare’s quote from the BCBS quote for the total premium using the 80/20 coverage.  The difference is that the BCBS rate is sloped to place more cost on the employee.
The other sloped coverage breakdowns are summarized above in the tables.

Please keep in mind when reviewing these bid packages that the insurance carriers can allocate the costs (i.e., “slope”) between the employee rate that is paid by the City and the dependent coverage rates (spouse, children and family) that is paid by the employee to cover his or her dependents.  You can see from the submitted quotes that BCBS has attempted to lower the employee rate (paid by the City) by substantially increasing the dependent rate (paid by the employee).  Under this scenario, certain employees’ family can dependent rates would increase by $500 to $600 per month for the employee.  This would be an exorbitant increase for most all employees.

The best measuring tool in comparing these quotes is the total cost for the entire premium for all coverage.  As set forth above, the FirstCarolinaCare quote is $87,164 less than the BCBS quote.  Once the rates for coverage are established by the individual carriers, the insurance company may reallocate the premiums between the employee and/or the dependent coverage (spouse, children and family).  The BCBS quote has lowered the City’s annual cost but dramatically increased the employee dependent cost.  Whether the City Council opts to leave the allocation basically as it exists today or decides to change its policy and reallocate more costs to the employees for their dependent coverage, the total cost will remain essentially the same.  Therefore, if the City Council opted to transfer more cost 
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to the employee for its dependent coverage, the City could still save approximately $87,164 through FirstCarolinaCare (between its cost and the employees’ cost) over the quote provided by BCBS. This is not a change or a policy decision that I would recommend as it would essentially eliminate an existing benefit for many employees.  However, if the City Council chooses to make that change, then it could still cut its cost and the employees’ cost by $87,164 by using FirstCarolinaCare.
III.  Recommendation:  My recommendation is to select FirstCarolinaCare’s primary coverage at 80/20 and secondary health coverage(s) without the sloped cost toward the employees.
Mayor Doughtie stated we need to use our tax dollars wisely.  He stated Council needs to discuss this and come up with some kind of agreement.
City Manager Sabiston pointed out that some employees had substantial health costs.  He stated these tight economic times call for some cost cutting measures.

Councilman Liverman stated some of our current insurance has extra out of pocket expenses to employees like ER and 20% of testing.

Mayor Doughtie stated insurance coverage should be 100% after deductible and out of pocket expenses.

Councilman Liverman stated we owe it to the employees to look at the plans and pick what is best for the employees and the City.

Mayor Doughtie stated any employee that is on the City’s health insurance wants BCBS but if we cannot pay for it, it is no good.  He asked how we are most wisely spending taxpayers’ dollars.

Mayor Pro Tem Ferebee asked how much the City is paying for the current insurance.

City Manager Sabiston stated $777,000.  He stated the proposed increase is 5%.

Mayor Pro Tem Ferebee stated we need to look at each category and see the usage and then set the premium.

Human Resources Manager Kearney cautioned that this would open us up for discrimination issues if we target a group due to usage.

Councilman Liverman stated we need to pick the best product and then let the City decide how much it can pay.

City Manager Sabiston stated FCC has the best service and savings.  He stated they offer solid coverage.
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Councilman Liverman stated it is a cheaper product with more cost for employees on the backend.

City Manager Sabiston stated we would spend more or save money for longevity and other needs.

Councilman Liverman stated he disagrees and that is the reason we need to talk to other insurers for health/dental as well as property/casualty insurance.  He stated there are many other companies who insure municipalities.  He stated those municipalities who changed from BCBS were usually back within two years.  Councilman Liverman stated that is what he would vote for and we could find additional savings for taxpayers.
Councilman Lawson mentioned that the 80/20 Plan offered by FCC was $705,657 (which includes $21,600 commission from broker) and the bid from BCBS for a 60/40 Plan was $705,272 (which includes $10,948 commission from broker).  He stated he felt that BCBS was a better product and wanted to know if they could move and adjust the numbers in the types of tiers (employee, employee/spouse, etc.) to make it affordable.

Councilman Liverman stated dependent coverage is not always an option.  He stated sometimes it is more affordable for the employee to get a Blue Advantage (individual policy) for their dependents rather than go with group coverage.

Motion was made by Councilwoman Scarbrough, seconded by Councilman Liverman and unanimously carried to select BCBS to serve as the City’s primary health insurance carrier with a 60/40 plan with redistribution.

Finance Director Hite mentioned that sometimes there is a discount when you have your secondary insurances (dental, life, etc.) under one umbrella.

Motion was made by Councilwoman Scarbrough, seconded by Mayor Pro Tem Ferebee and unanimously carried to select the same broker (BCBS) to serve as the City’s secondary health care insurance carrier for dental, vision and life.

Finance Director Hite was directed to work with BCBS on redistribution of rates.

Final Comments from Council Regarding Proposed FY 2011 – 2012 Budget
City Manager Sabiston referred to the following staff report:
Memorandum
TO:

City Council
FROM:

City Manager
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SUBJECT:
FY 11/12 Budget
DATE:

5-23-11
Background:  Attached please find a Budget Summary sheet indicating where the City stands presently with regard to a balanced budget.  It is my intent to submit a recommended budget to the City Council by the end of this week.  On the attached Budget Summary, you will see some of the initial cuts that I made to the draft budget under #1 Summary of Reductions and some of the later cuts made following the presentations to the City Council by the Department Heads under #2 Summary of Reductions.

Without addressing the Longevity Pay just yet, the City draft budget stands approximately at a $159,000 revenue over expenses positive position.  If the City Council were to fully reinstate the Longevity Pay for the upcoming budget year, without any other changes, that revenue over expenses sum would be reduced to $45,900.  The Longevity Pay for one year is estimated at $114,000.  My recommendation will be to request the City Council to amend the Longevity Pay policy so that ALL employees are under the same system and to eliminate the old longevity system and bring all employees under the same system.  Converting all employees to the same system would only cost the City approximately $52,769 per year instead of the $114,000 per year mentioned above (see attached Longevity Bonus Sheet).
The City currently has funded two distinct longevity payouts, assuming revenue is available, for its employees.  The employees who began work and have continuously worked for the City since before 11-1-95 were paid out under the “old system” which was a percentage of your salary and produced a much higher payout amount.  Employees hired after 11-1-95 have been paid under the “new system” that pays employees a flat fee of $100 (2 to 4 years), $300 (5 to 9 years), $500 (10 to 20 years), and $700 (over 20 years).  Approximately 30 employees are still under the “old” system.  By eliminating the “old system” and converting all employees to the new system, the employees will be treated equally based simply on years of service and the City will save approximately $61,231 for each year it elects to pay the longevity bonus.
Longevity is a somewhat antiquated manner of providing a bonus to employees.  It is a rare occurrence in the local government sector and has been replaced in most jurisdictions by a merit pay bonus that rewards employees, when funds are available, based on performance and training instead of simply longevity.  Longevity pay is not required nor is it guaranteed to any employee, existing or future.
Recommendation:  If the City Council wishes to maintain some form of a Longevity Pay system, I recommend that the City Council adopt a new longevity pay policy that applies the flat rate longevity pay bonuses presently used for employees who started after 11-1-95, when funds are available, and eliminate the “old system” and the percentage-based longevity pay for this year and future years.

Budget Summary

Total Anticipated Revenues 2011 – 2012
               $13,904,199.00

Installment Financing



       200,000.00

Fund Balance Reserve – Powell Bill


       237,327.00


Total Anticipated Revenues 2011 – 2012
$14,341,526.00



Department
        1

         Draft

                            2

         Proposed



Requested

Reductions
2011 – 2012 Budget

Reductions
2011 – 2012 Budget

Legislative


$       58,844.00
$         -

$         58,844.00

$         -

$        58,844.00

General Government

$     857,631.00
$     59,500.00
$       798,131.00

$         -

$      798,131.00

Administrative

$     329,036.00
$       3,521.00
$       325,515.00

$         -

$      325,515.00
Elections


$         3,500.00
$         -

$           3,500.00

$         -

$          3,500.00

Finance


$     204,070.00
$       2,961.00
$       201,109.00

$         -

$      201,109.00
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Information Systems

$       39,600.00
$         -

$         39,600.00

$         -

$        39,600.00

Revenue Collections

$     219,062.00
$       2,833.00
$       216,229.00

$         -

$      216,229.00
Legal


$       18,000.00
$         -

$         18,000.00

$         -

$        18,000.00

Planning


$     430,122.00
$     60,006.00
$       370,116.00

$   13,500.00
$      356,616.00

Government Buildings

$       87,440.00
$          572.00
$         86,868.00

$     7,400.00
$        79,468.00

Police


$  2,756,693.00
$     21,539.00
$    2,735,154.00

$         -

$   2,735,154.00
COPS Hiring Recovery Program
$       45,063.00
$          -

$         45,063.00

$         -

$        45,063.00
Fire


$  1,822,957.00
$     35,122.00
$    1,787,835.00

$     8,000.00
$   1,779,835.00
Public Works

$     321,110.00
$       7,117.00
$       313,993.00

$   50,000.00
$      263,993.00

Central Garage

$     219,714.00
$       5,301.00
$       214,413.00

$        -

$      214,413.00

Combined Street and Powell Bill
$  1,212,647.00
$     59,610.00
$    1,153,037.00

$     5,000.00
$   1,158,037.00
Solid Waste


$     765,908.00
$     18,173.00
$       747,735.00

$        -

$      747,735.00

Refuse


$     314,015.00
$    (17,921.00)
$       331,936.00

$     1,000.00
$      330,936.00
T. J. Davis Recreation

$     335,272.00
$       2,504.00
$       332,768.00

$        -

$      332,768.00

Aquatic Center

$     197,850.00
$          344.00
$       197,506.00

$        -

$      197,506.00

Parks


$     341,103.00
$       6,786.00
$       334,317.00

$        -

$      334,317.00

Chaloner Recreation Center
$       79,650.00
$           572.00
$         79,078.00

$        -

$        79,078.00

Jo Story Senior Center

$       78,816.00
$         -

$         78,816.00

$        -

$        78,816.00

Transportation Grant

$       23,769.00
$         -

$         23,769.00

$        -

$        23,769.00
Andrews Meeting Hall

$         6,570.00
$         -

$           6,570.00

$        -

$          6,570.00

Miscellaneous Grants

$     137,000.00
$         -

$       137,000.00

$        -

$      137,000.00
Community Center

$       37,386.00
$         -

$         37,386.00

$        -

$        37,386.00

Library


$     242,459.00
$       2,785.00
$       239,674.00

$        -

$      239,674.00

Cemetery


$       82,134.00
$          643.00
$         81,491.00

$        -

$        81,491.00

Property Maintenance

$     185,426.00
$     20,024.00
$       165,402.00

$        -

$      165,402.00
Miscellaneous

$       23,791.00
$         -

$         23,791.00

$        -

$        23,791.00

Roanoke Canal Museum

$       75,661.00
$         -

$         75,661.00

$        -

$        75,661.00

Hodgestown Daycare Center
$         4,939.00
$         -

$           4,939.00

$   (5,000.00)
$          9,939.00

Transfers


$  2,877,562.00
$   434,499.00
$    2,443,063.00

$   70,000.00
$   2,373,063.00
Debt Service

$     604,177.00
$         -

$        604,177.00

$         -

$       604,177.00

Capital Reserve

$       29,040.00
$         -

$          29,040.00

$         -

$         29,040.00

Total Proposed Expenditures


for FY 2011 – 2012
$15,068,017.00
$   726,491.00
$    14,341,526.00

$ 159,900.00
$   14,201,626.00
Revenues exceed expenditures by $159,900.00.

1) Summary of Reductions by City Manager

Longevity Pay – (removed for 1 year)

$     114,000.00


Hold Hiring Police Chief


$       55,000.00


Demolitions



$       10,000.00


Health Benefits



$       30,000.00


Froze Vacant Position (Planning Department)
$       44,401.00

Deductions – Various Line Items

$       38,591.00


Capital Projects



$     434,499.00







$      726,491.00
2) Summary of Reductions by City Manager

Government Buildings







Utilities -  Electric


$        (7,400.00)







_____________







$        (7,400.00)

Planning Department


Salaries & Benefits


$      (18,000.00)



Contracted Services (Rivers & Assoc.)
$       10,000.00



Demolition


$      (25,000.00)



Reinstate Merit Pay


$            (500.00)


**Transfer to Capital (Comprehensive Plan)
$      (20,000.00)







______________







$      (53,500.00)

Fire Department



Replace Two (2) Vehicles

$        (8,000.00)







_______________







$        (8,000.00)
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Hodgestown Daycare Center



Maintenance & Repair (Gen. Maint.)
$          5,000.00


**Transfer to Capital (Roof & Vinyl Siding)
$       (50,000.00)







_______________







$       (45,000.00)

Public Works



Salaries & Benefits


$       (50,000.00)







________________







$       (50,000.00)


Street



Contracted Services

$         30,000.00


Salaries & Benefits


$        (30,000.00)



Street Lights


$          20,000.00



Salt Brine Truck


$           (5,000.00)



Virginia Ave./Street Improvement
$         (10,000.00)






_________________






$             5,000.00


Refuse


Capital (Outdated Chain Saws)
$           (1,000.00)







__________________







$           (1,000.00)







$       (159,900.00)

LONGEVITY BONUS – DECEMBER 1, 2011

(Calculated on Fiscal Year 2010 – 2011)






Bonus

FICA

Retirement
Total

104200 – ADMINISTRATIVE DEPARTMENT

$  1,300.00

$    99.45

$     90.87

$   1,490.32

104400 – FINANCE DEPARTMENT

$  1,000.00

$    76.50

$     69.90

$   1,146.40

104450 – INFORMATION TECHNOLOGY DEPT.
n/a

104600 – TAX DEPARTMENT


$     700.00

$    53.55

$     48.93

$       802.48

104900 – PLANNING DEPARTMENT

$  1,558.33

$   119.21

$   108.93

$    1,786.47

105100 – POLICE DEPARTMENT


$12,366.66

$   946.05

$   870.61

$  14,183.32

105103 – COPS HIRING RECOVERY PROGRAM
n/a

105300 – FIRE DEPARTMENT


$11,000.00

$   841.50

$   768.90

$  12,610.40

105450 – PUBLIC WORKS DEPARTMENT

$  1,500.00

$   114.75

$   104.85

$    1,719.60

105000 – GOVERNMENT BUILDINGS DEPARTMENT
$     500.00

$     38.25

$     34.95

$       573.20

105550 – CENTRAL GARAGE DEPARTMENT

$     700.00

$     53.55

$     48.93

$       802.48

105600 – STREET DEPARTMENT


$  6,100.00

$   466.65

$   426.39

$    6,993.04

105810 – SANITATION:  SOLID WASTE DEPT.
$  1,300.00

$     99.45

$     90.87

$     1,490.32

105820 – SANITATION:  REFUSE DEPT.

$  1,600.00

$   122.40

$   111.84

$     1,834.24
106410 – CEDARWOOD CEMETERY

$     300.00

$     22.95

$     20.97

$        343.92

106420 – PROPERTY MAINTENANCE DEPARTMENT
$     600.00

$     45.90

$     41.94

$        687.84

106200 – RECREATION DEPARTMENT

$  1,300.00

$     99.45

$     90.87

$     1,490.32
106201 – AQUATICS DEPARTMENT

$     300.00

$     22.95

$     20.97

$        343.92

106210 – PARKS DEPARTMENT


$  2,500.00

$   191.25

$   174.75

$     2,866.00

106220 – CHALONER RECREATION DEPARTMENT
$     500.00

$     38.25

$     34.95

$        573.20

106240 – SENIOR CENTER


$         0.00

$       0.00

$       0.00

$            0.00

106300 – LIBRARY DEPARTMENT


$     900.00

$     68.85

$     62.91

$     1,031.76
106778 – CANAL MUSEUM


$         0.00

$       0.00

$       0.00

$             0.00






__________________________________________________________________






$46,025.00

$3,520.92

$ 3,223.34

$    52,769.24
*Includes all full-time employees on payroll from 7/1/2010 through 6/30/2011 that are expected to be actively employed on 12/1/2011 unless separation is due to retirement.

**Dec. 2010 Longevity Bonus, Christmas Bonus, Merit Bonus, Car Allowance, Vehicle Use, Housing Allowance, Education Pay, Council Pay and Separation Pay have all been excluded for the purposes of calculating Longevity Pay for Fiscal Year 2010 – 2011.
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City of Roanoke Rapids Personnel Policy – Section 11:  Longevity Pay

A program of longevity pay may be provided to recognize and reward the length of service of City employees.  The annual payment will be made the first week in December to those full-time employees who are employed by the City on December 1, and who have completed the required number of years service as of June 30 of the year the payment is made.

Employees shall receive longevity pay as follows:


Employees hired before 11/1/95



Employees hired on or after 11/1/95


5 – 9 years
2% of annual earnings


2 – 4 years
$100


10 – 14 years
4% of annual earnings


5 – 9 years
$300


15+ years
6% of annual earnings


10 – 20 years
$500









Over 20 years
$700

Employees who retire after June 30 shall receive longevity pay based upon their earnings and each month of service completed since the preceding June 30.  Longevity payments to retired employees shall be paid on the December payment data and pro-rated based on their date of retirement.
Mayor Doughtie pointed out that no positions would be eliminated under this budget.  He stated he would like to have a proposed budget by Tuesday, May 31 or an answer to the longevity issue.

Councilman Lawson stated this is a tough position for the City Manager and those 36 or 37 employees anticipating the full longevity this year.  He stated he would hate to change it now.

Councilman Bobbitt stated he is against changing it.  He stated it is a benefit we promised.  He stated we have the lowest salaries of cities our size.  He stated it is not right to take this away.  Councilman Bobbitt stated this is the only way we have to reward our employees.

Councilman Lawson stated the employees have earned this bonus.  He stated he realizes we are struggling with the issue of money but the employees have been counting on the full longevity.  

Councilwoman Scarbrough asked the City Manager if he has cut this budget as lean as he can.

City Manager Sabiston stated yes.

Councilman Liverman asked if this is a smart business decision.  He stated we do not want to hurt our employees but we need to make some sound business decisions.  He stated we need to do what is best for the City—not just for this budget year.

Councilman Lawson stated next year, we will have to make some serious decisions.  He stated there will be no more reserve funds for the Theatre.  He stated we will need to be frugal to protect services and the workforce.

Mayor Pro Tem Ferebee stated we should cover this year and set a date like July 1 to start a new longevity policy.
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City Manager Sabiston pointed out that longevity is not an earned right and is not guaranteed.  He stated we could pay this year in full and then let the employees know there are no expectations for next year.
Following further discussion, Mayor Doughtie instructed Council members to go home and think about the longevity issue and let the City Manager know of their wishes.

Councilman Bobbitt stated we should leave it like it is for now.  He stated we can go back and make changes or cuts elsewhere.
There being no further business, motion was made by Mayor Pro Tem Ferebee, seconded by Councilwoman Scarbrough and unanimously carried to adjourn.









Kathy A. Kearney/s/








     
  


   7/12/11
