
The Impact of Health Care Reform 

on School Budgets & Negotiations 



VEHI’s Value to School Districts 
 

 Rates are set as low as responsibly possible by a member-
elected board  

 Rates are set to meet school budget timing needs 

 Any funds not needed by the health program belong to the 
member schools 

 VEHI provides a robust research-based wellness program 
designed specifically for school employees and school cultures 

 High level of customer service for both school business offices 
and school employees 

 In-depth, customized support to understand and implement 
the ACA 

 Union partnership allows for confidence by both parties 
regarding rates, plans and information 



New Health Care Realities Affect the Value 

of VEHI to Districts 

  

 Although historically, VEHI has been the best place for 

Vermont school districts to obtain employer 

sponsored health coverage, federal and state health 

care reform has changed the dynamics.  As a result, 

the ‘cost’ of staying in VEHI under the current 

legislative constraints is significant and growing as 

indicated by the following information. 

 



Challenges of Remaining with VEHI 

 A district must be willing to accept the 
limitations of grandfathered [GF] plans which 
means the district must: 

 
 Continue to offer platinum plus plans  

 
 Be satisfied with their current VEHI plan offerings  

 
 Be satisfied with cost sharing arrangements 

between employer and employees 
 

 Understand that as of 2018 the ACA includes an 
excise tax on high costs plans.   

 



FY16 - Excise Tax Exposure 

December, 2014 © 2014 GALLAGHER BENEFIT SERVICES, 

INC.  

 

Please see the following page for important notes and considerations on 

the Excise Tax Exposure analysis.    
Important 
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Tax Threshold

Unmanaged MH - JY

JY

Unmanaged MH - Comp $0

Comp $0

Comp $100

Unmanaged MH - Comp $300

VHP - Dual Option & Comp 300

Comp $1,200 & HSA Comp $1,800



Important Notes on Exposure Analysis 

December, 2014 © 2014 GALLAGHER BENEFIT SERVICES, 

INC.  

 The exposure analysis illustration is for single employee rates. 

 The original law established both single and family thresholds, with no allowance 
for two-person tiers.  VEHI is awaiting final federal guidance on how the “family” 
threshold will apply to two-person and family tiers before conducting analysis on 
these plans.   

 “Plan Value” is used to determine exposure, rather than the VEHI 
rate alone. 

 While VEHI Rates have been used to illustrate exposure, the excise tax will apply 
to the total plan value. Current guidance suggests that plan value will include 
VEHI rates AND all employer contributions toward an HRA, all employee and 
employer contributions toward an FSA, and all employer contributions and 
employee pre-tax contributions toward an HRA.  Final guidance is expected to 
clarify inputs for plan value as 2018 approaches. 

 Excise tax threshold may be adjusted as 2018 approaches. 

 Certain factors may be cause the thresholds to move up or down from their 
current levels, and plans may exceed or avoid excise thresholds as a result. 

 

 



Health Care Dynamics Have Changed 

 Bargaining can no longer be limited to two numbers: 
premium rate increase and premium cost share 

 Districts have an obligation to negotiate appropriate 
health benefits that are sustainable given school budget 
constraints  
 Plan designs on VHC are more reflective of state and national 

norms 

 VHC offers more options for employees, many of whom may 
now be over-insured 

 VHC plans are designed to engage consumers more actively to 
ensure informed use of the health care system to bend the 
cost curve 

 Employee share of premium should be based on ability to pay  

 Employees should contribute more to enroll in higher AV plans 

 Lower premium plans will remain below Excise Tax threshold 
longer 
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PreK - 12 Education Expenditures  

Salaries 

61% 

Benefits 

19% 

Other 

20% 



VHC vs. VEHI Plan Comparison 
CY ‘15 Popular VEHI Plans CY ’15 VT Health Connect Plans 

VHP Platinum – Plus 

 

Annual Premium Cost = $202.2 

Million 

Platinum 

$300 Comp 

Platinum 

 

Gold 

$1,200 Comp 

Gold 

 

Annual Premium Cost = $163.4 

Million 

Silver 

Bronze 

Total Savings $38.8 Million 



2014 Collective Bargaining Settlements 

 Modest premium share adjustments are the norm 

 Districts are remaining within 5 percentage points of the 

premium split in 2010 in order to keep grandfathered status – 

meaning less than one percentage point a year MAX 

 

 Some exceptions: 

 South Burlington 

 Orange East Supervisory Union – Bradford and Newbury 

 Windsor Central Supervisory Union - Barnard 



South Burlington Board’s Proposal 

 VEHI Comp 1200 Plan (VHC Gold Plan equivalent) 

 16% employee contribution to premiums 

 District pays 100% of deductibles 

 District pays office visit co-pays (estimated at $390/person) 

 Deductibles and co-pays funded by District’s premium savings 

and managed through HRA (utilization rate) 

 Employees realize savings over $700,000 

 District realizes savings of $500,000 

 



Union Response to SB Board’s Proposal 

“The Board’s proposal is not fair, and it is not 

reasonable.  While the healthcare storm 

rages…school districts all around us 

understand the wisdom in battening 

down the hatches and weathering the storm. 

It serves the interest of both sides…to 

maintain the status quo and protect 

grandfathered status...Reckless decisions in 

the interim are not in anyone’s best interest.”    

E. Stone-SBEA 



The Fact Finder’s Report…  

“No other district in Chittenden County and only a very 

few in the state have replaced the Dual Option Plan with 

the 1200 Comp Plan.  It is difficult to articulate a 

justification for South Burlington to step away from 

the pattern… 

 

The District is seeking to act as a trailblazer…But fact 

finders generally resist recommending “game-

changing” modifications to existing contract language…  

In this period of uncertainty as the ACA and Vermont health 

care policy are dramatically evolving, the Association is 

justified in its goal to maintain the status quo.” 



From SB Community Members… 

“The taxpayers, the home owners, the families of the 

students we are trying to educate have unfairly been 

burdened with 2 years in a row of 10% school tax 

increases.  Many of us have 2 jobs.  We are not getting 

raises.  We are not earning more money.  We work 6 

days a week all year, many of us go without vacations at 

all.  We are all paying more for health care…” 

 

"I believe the association leaders are out of touch with 

the current reality for the American workplace regarding 

benefits." 



Windsor Central Supervisory Union 

Barnard employees lost grandfathered status, requiring 

them to go into Vermont Health Connect on 7/1/2014 

 

 District was paying 100% $1200 Comp plan and HRA 

covering full deductible, coinsurance and copays [100% 

AV] 

 

 District currently at Fact Finding but maintaining status 

quo of $100% Platinum plan and HRA 100% all oop costs 

for 100% AV 



Orange East Supervisory Union 

Bradford and Newbury teachers lost grandfathered 

status, requiring them to move to VHC on 1/1/15 

 District was paying 82% of VHP [AV 95%] 

 District settled a contract that offered three options on 

VHC 

 82% Platinum Plan [AV @90%] 

 82% Gold Plan [AV @80%] and HRA to cover entire 

deductible and coinsurance making this a 95% AV plan 

 82% Bronze CDHP plan and HSA contribution of 

$2,000/$4,000 per year.  Employees retain the HSA funds if not 

used. 



Boards Must Prepare to Negotiate Changes 

to Health Care Plans 

 

 Ensure your business office has the resources and supports it needs 
to analyze and develop cost-saving health care proposals.  

 

 State that keeping grandfathered status is not an objective.  

 

 Use the NEEP Index and budget vote patterns to justify the board’s 
salary and benefit proposals. 

 

 Put the 2018 Excise Tax on the table.  

 

 Do not settle long-term contracts.  

 

 Offer VHC plans in addition to VEHI plans, if applicable. 



VSBA Resources to Support Bargaining 

 VSBA Master Agreement Search System 

 

 Day-Long Negotiations Training:  “Learn the NEA Way” by 

Joe Blanchette 

 

 New Health Care Reopener Language for 2015 

 

 Phone/email consultation 

 

 Communications Support 



Addressing Health Care Costs in Education: 

Public Policy Goals 

 

 School district employees are enrolled in health care 

plans that avoid the excise tax 

 

 Taxpayers see some relief from annual rate increases that 

outpace the cost of living 

 

 Employees are treated fairly 

 

 Collective bargaining rights of both sides are respected 



Policy Approaches to Achieve the Goals 

Policy Change What it accomplishes Why do it? 

Fact Finding Standards 

& Guidelines 

Requires Fact Finders to 

look at indicators of a 

community’s ability to pay 

rather than comparability 

Gives boards leverage with 

their communities to make 

changes to employee 

benefit structures 

Expedited Bargaining 

to Avoid Excise Tax 

Facilitates the transition to 

new VEHI plans that are 

designed to avoid the 

excise tax 

Creates a dynamic where 

change is inevitable; the 

details of that change are 

what is negotiated locally 

Statewide Public 

Employee Health 

Insurance Pool 

Removes health care from 

the local bargaining table; 

state representatives would 

bargain health insurance 

Cost savings of up to $14 

million by moving to the 

state employee plan; locals 

do not have to bargain 

health care 



Contact Information 
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VSBIT President/CEO 

laura@vsbit.org 
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