VILLAGE OF SOUTH LEBANON
MEMORANDUM


TO: 		Mayor and Council

FROM:	Gary Vidmar, Village Administrator

RE:	Memorandum 58, Village Employee Health Insurance Plan 

DATE:	December 2, 2013

This memorandum accompanies an emergency resolution to adopt the Village’s FlexSystem Summary Plan for its high deductible Health Savings Account health insurance plan. 

Background 
At its meeting on June 20, 2013, Council adopted Resolution 2013-18 by emergency authorizing the Mayor and Fiscal Officer to execute an agreement with Anthem for a high deductible health savings account insurance plan (“HSA”) and to offer an HSA to full-time Village employees.  The selection of this new plan resulted from a study of health insurance plan options performed by staff and after receiving competitive quotes for a variety of health insurance plans, including standard deductible plans and HSA plans.  

Analysis
Resolution 2013-18 did not include any specific language concerning the Internal Revenue Service (“IRS”) requirements for an HSA Plan.  A high deductible HSA Plan must be administered in compliance with Section 125 of the IRS Code in order for the Village employees to have deduction taken from their payroll checks on a pre-tax basis.  The insurance plan regulated by Section 125 is more commonly known as a Cafeteria Plan.  According to Section 125, the Village must have a written plan document comprised of a benefit summary, plan specifications and a plan document.  

Subsequent to the adoption of Resolution 2013-18, the Village received a Summary Plan Description that satisfies Section 125 which it now maintains in the files of the Fiscal Officer.  Thus, deductions may be taken from Village employees’ paychecks on a pre-tax basis.

Policy Options
Council may adopt the resolution by emergency with a 2/3 majority vote.

Fiscal Impact
The HSA is anticipated to save the Village approximately $47,000 during the first full plan year.

Legislative Process
[bookmark: _GoBack]Council may authorize the FlexSystem Plan by adopting the resolution.

Recommendation
Staff recommends Council to adopt the resolution by emergency.


Attachments:  
Resolution 
FlexSystem Summary Plan Description
