
SENATE BILL REPORT
HB 2510

As Reported By Senate Committee On:
Ways & Means, March 03, 2008

Title:  An act relating to allowing medicare only health insurance benefits for certain employees
of political subdivisions under a divided referendum process.

Brief Description:  Allowing medicare only health insurance benefits for certain employees of
political subdivisions under a divided referendum process.

Sponsors:  Representatives Simpson, O'Brien and Appleton.

Brief History:  Passed House:  2/13/08, 96-0.
Committee Activity:  Ways & Means:3/3/08 [DPA].

SENATE COMMITTEE ON WAYS & MEANS

Majority Report:  Do pass as amended.
Signed by Senators Prentice, Chair; Fraser, Vice Chair, Capital Budget Chair; Pridemore,

Vice Chair, Operating Budget; Zarelli, Ranking Minority Member; Brandland, Carrell,
Hatfield, Hobbs, Honeyford, Keiser, Kohl-Welles, Rasmussen, Roach, Rockefeller, Schoesler
and Tom.

Staff:  Erik Sund (786-7454)

Background: Federal Law:  Federal/State Agreements Regarding Federal Retirement
Benefits and State/Local Government Retirement Systems.  The federal Social Security Act
(SSA) authorizes the states and the federal government to enter into agreements regarding how
federal retirement benefit programs such as Medicare and Social Security will be incorporated
into retirement systems implemented by the states for their public employees, both state and
local. Pursuant to such agreements, the SSA allows the states considerable flexibility in
determining which state/local government retirement systems will participate in the various
federal retirement benefit programs.  Absent a specific agreement with the federal
government, a state or local retirement system will not include federal retirement benefits and
the employees without such benefits will not be assessed the pertinent federal payroll taxes.

The provisions of the SSA allow a state to implement a referendum process to determine
whether or not a state or local retirement benefits coverage group will participate in federal
retirement benefits programs.  Under this process, eligible employees must participate in such
federal programs in accordance with the state/federal agreement provided the following
conditions are met:

This analysis was prepared by non-partisan legislative staff for the use of legislative members
in their deliberations. This analysis is not a part of the legislation nor does it constitute a
statement of legislative intent.
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(1) eligible employees participate in a referendum by secret written ballot on the question of
whether the positions covered by the retirement system should be included or excluded
from participation in the federal programs;

(2) eligible employees were given an opportunity to vote on the referendum;
(3) not less than 90-days notice of such referendum was given to all eligible employees;
(4) the referendum is conducted under the supervision of the Governor or an agency or

individual designated by the Governor; and
(5) a majority of the eligible employees vote in favor of participating in the federal

retirement programs in accordance with the state/federal agreement.

Federal law also allows the state to utilize an alternative referendum process, sometimes
referred to as the "divided referendum" process that, once completed, results in the division of
the retirement system into two separate divisions or parts:  (1) one division that will participate
in the federal retirement programs, and is composed of those employees who voted in favor of
the referendum; and (2) one division that does not participate in the federal programs, and is
composed of those employees who voted against the referendum.

Generally, an individual becomes eligible for Medicare benefits at age 65, provided that they
have worked in Medicare-eligible employment for ten years.  Individuals that have worked for
fewer than ten years in Medicare-eligible positions may be able to purchase Medicare
coverage at a higher cost.

Washington State Law: Federal Retirement Benefits Programs and State/Local Retirement
Systems.  State law pertaining to the regulation of public employee retirement systems
codifies and implements most of the basic features of the federal law outlined above.  Under
state law, and consistent with the SSA, the Governor is authorized to enter into an agreement
with the federal government for the purpose of extending the benefits of federal retirement
programs to the employees of the state and local governments.  Such an agreement may
contain a wide range of provisions relating to coverage, benefits, contributions, effective date,
modification, termination of the agreement, and administration.  The state regulatory scheme
includes the basic referendum process outlined in the SSA allowing simple majority rule, but
does not include the divided referendum process that results in the division of a single
retirement system into two divisions or parts with different coverage provisions.

Under state law, those law enforcement officers and firefighters covered by the Washington
Law Enforcement Officers and Firefighters Retirement System Act (Act) are recognized as a
separate coverage group for the purposes of the federal/state retirement benefits agreement
authorized by the SSA.  With respect to obtaining the retirement coverage offered under the
federal retirement benefits system, those law enforcement officers and firefighters covered by
the Act are subject to the basic, majority rule referendum procedure outlined under state law
and the SSA.

Summary of Bill (Recommended Amendments):  Law enforcement officers, firefighters,
and other public employees participating in qualified retirement systems may obtain Medicare
coverage through the divided referendum process.  Following the completion of this process,
those members voting in favor of Medicare coverage will constitute a coverage group separate
from those members voting against the referendum and, accordingly, the retirement system
will be divided into two divisions or parts with alternative coverage provisions.
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The implementation of the divided referendum procedure will have no negative impacts on the
retirement benefit rights of current or future retirees.  The Act simply provides covered
retirees with an additional, voluntary benefits option, i.e., Medicare coverage, that applies only
to those who expressly request such coverage.  The offering of this option does not affect the
benefits or rights of current or future retirees who have decided against participation in the
Medicare program.

EFFECT OF CHANGES MADE BY WAYS & MEANS COMMITTEE (Recommended
Amendments):  The striking amendment clarifies that the divided referendum process
authorized under this bill does not apply to any federal benefit programs other than Medicare.

Appropriation:  None.

Fiscal Note:  Available.

Committee/Commission/Task Force Created:  No.

Effective Date:  Ninety days after adjournment of session in which bill is passed.

Staff Summary of Public Testimony:  PRO:  This bill would allow a small group of
employees that are currently unable to participate in Medicare to enroll in the program through a
divided referendum process.  These employees include a group of fire fighters and law
enforcement officers that joined LEOFF 2 before 1986 and currently have almost no way to
access affordable medical benefits in retirement.  Nobody that does not wish to participate in
Medicare would be required to do so under this act.

Persons Testifying:  PRO:  Chief Al Church, South King Fire and Rescue.
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