Governor Spitzer Vetoes Health Insurance Parity Bill

The Office of Management Confidential Employees (OMCE) reports that Governor Spitzer vetoed S.6030 and a similar bill (S.6031-A) in August 2007. The bills sought to prohibit the diminishment of a public sector retiree’s health insurance coverage or employer contributions without a corresponding diminishment for active employees.

The legislation sought to protect state retirees cutbacks in health benefits. In his veto message, Governor Spitzer recognized that the legislation sought to advance a "laudable" goal, but was concerned that the legislation would have an adverse impact on numerous affected employers. 

In his veto message, the Governor directed the Division of the Budget, the Commissioners of Health, Insurance and Civil Service, and the Director of the Governor’s Office of Employee Relations to work with employee and retiree organizations to investigate these issues, and to report back on the potential impact of these bills and other possible legislative proposals. 

We’ll keep you posted on any developments in this important area.

Governor Spitzer's veto message follows:

Veto Message – Nos. 119 and 120

TO THE SENATE:

I am returning herewith, without my approval, the following bills:

Senate Bill Number 6030, entitled:

"AN ACT in relation to affecting the health insurance benefits and contributions of certain retired public employees"

Senate Bill Number 6031-A, entitled:

"AN ACT in relation to affecting the health insurance benefits and contributions of certain retired public employees"

NOT APPROVED

These bills — which are very similar to bills vetoed four times by Governor Pataki — would place limitations on the degree to which public employers can alter the health insurance benefits of public service retirees. Under S.6030, which applies to the New York State and Local Employees Retirement System, the Teachers Retirement System and the Optional Retirement Program, public employers would be precluded from diminishing the health insurance benefits given retirees, or employer contributions made for retirees, unless a corresponding diminution is made in the benefits of active employees. S.6031, which applies to the New York State and Local Police and Fire Retirement Systems, bars any diminution of retiree health insurance at all on or after the effective date of the bill. Both bills would be in effect only until May 15, 2008, but proponents of the bill undoubtedly will seek to extend them each year.

 These bills seek to advance the laudable and important goal of insuring that retiree health care benefits do not become a unique target of budget cuts. Supporters argue that these bills are necessary to protect the health insurance benefits of retirees, since such benefits are neither subject to collective bargaining under the Taylor Law, nor protected under the constitutional ban against diminishment of pension benefits.

 While these are strong arguments, there are also powerful countervailing considerations. Employers are deeply concerned that these bills would significantly constrain their flexibility. Many note that under the bill, programs that give somewhat different benefits to retirees to improve compatibility with Medicare, or because of changes in Medicare rules, could be curtailed. Employers also point to the difficulty of administering this bill, and determining the benchmark to which retirees should be compared in cases where a wide variety of employees and benefits are at issue. The Department of Civil Service, in particular, notes that the New York State Health Insurance Program (NYSHIP) administers active employees and retirees differently, and states that the bill would "severely constrain" its practices in the future.

 Proponents of the bills also advance equity arguments, as retirees of school districts have been governed by similar restrictions since 1994. I note, however, that enacting these bills would also result in the application of different rules to different sets of retirees. I am particularly troubled that S.6031 would prevent any diminution of retiree health benefits, even in a fiscal crisis that required cuts for active employees. If enacted, pension recipients would soon seek the same protection.

 In particular, NYSHIP applies a wide variety of different costs and benefits to a host of different bargaining units. If it sought to change retiree benefits, it is unclear how it could coordinate such alteration with a bargained change for every represented group of employees, or how it could be determined whether reductions in such varied benefits were equivalent to those applied to retirees.

 In any event, the 1994 school district retiree law was enacted following a study and report by a Task Force that, among other steps, conducted an extensive survey of school districts to determine their health insurance practices vis-à-vis retirees. In contrast, these bills would put a new set of rules in place statewide whose effect is difficult to determine, without similar prior study. There is a great deal of information that is simply not discernable from the submissions on this bill, and which would be essential to evaluating the best approach to the serious concerns raised by the sponsors. Among these issues are: (1) the effect the school district law has had on employer options and costs; (2) the frequency with which retiree health benefits are reduced while those of active workers remain the same; (3) whether there are differences in how school districts and some of the larger entities addressed by this bill administer health insurance, and whether such differences require different approaches; (4) whether, because of the unique set of benefits available to retirees (such as Medicare), there are circumstances where a parallel treatment of retiree and present employee benefits is unwarranted; (5) what impact a universal health care initiative would have on this issue; and (6) whether there are other statutory or regulatory means for protecting retiree health benefits – such as by changing collective bargaining rules or otherwise – that would be a better way of addressing the problems articulated by the bills’ supporters.

 Given these open questions, I am directing the Division of the Budget, the Commissioners of Health, Insurance and Civil Service, and the Director of the Governor’s Office of Employee Relations to work with employee and retiree organizations to investigate these issues, and to report back on the potential impact of these bills and other possible legislative proposals. On the basis of the information presently before me, however, I think it would be unwise to impose on every public employer in the State the broad and differing rules mandated by these bills.

 The bills are disapproved. (signed) ELIOT SPITZER 

