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OFFICE _OF THE MAYOR 

RICHARD ~- DAI.l::Y 

Tfle Honorable William V. Roth, Jr. 
Chairman 
Committee on Finance 
United State$ Senate 
104 Hart Senate Office Building 
Washington, D.C. 20510-0801 

Dear Mr. Chairman: 

CITY 0"?' CHICAGO 

Septem~er 28. 1995 

912024562889:# 31 ~ 

I am writing in strong opposiDon to the Finance Committee's proposal to impose a mandatory Medicare 
tax on pre-1986 employees of state and local governments. 

While I realize that reform of the Medicare system is a vital national issue, this proposal is a direct 
assault on the taxpayers of the City of Chicago. tt would require the spending of S17 million in 1996 alone ·. 
diredly out of the City's corporate budget for the cost of the City's share of these employee's Medicare taxes. 
The Chicago Soard of Education will also be taxed $14.7 million for these costs just at a time when tt has made 
great progress in balancing the Schools budget for the first time in many years. Other local government bodies 
in Chicago, including Cook County. the Chicago Transit Authority, City Colleges and the Chicago Park District 
face increased costs of $12.6 million. The total impact on Chicago taxpayers is over $44 million. and when the 
requirement of matching individual contnbuUons is taken into ac;count, the total Medicare tax increase is over 
$88 million for the Chicago area alone. This also represents a tax increase on those individual employees who 
are currently exempt from the Medicare tax. While I know that these amounts do not sound like a lot to the 

-~ federal government, this additional tax on local government will have to be paid by Chicago taxpayers or we 
will have to make cuts in essential services. 

Senator, not only is this a new tax on local government. but it is just the kind of mandate on local 
officials which Congress has said it is no longer going to pass on to local government. In fact, I believe that it 
would be subject to a point of order under the mandates legislation paS5ed just this year but not formally in 
effect unbl January 1st of next year. I am disappointed that Congress would see fit to so quickly abandon its 
commitment to stop imposing new mandates. This proposal also represents a reneging by the Congress on 
an agreement made in 1986 to only impose mandatory Medicare taxes on a prospective basis. 

As Mayor of Chicago, it &s my responsibility to defend the interests of the taxpayers of my city. I ask that 
the Finance Committee rethink its proposal. keeping in mind all the discussion in Congress earlier this year 
about how.the time has passed when Washington can simply impose new costs and mandates on local 
government in order to raise its own revenues. 
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Issue: Whal impacl would requiring all employees lo pay the Hospital Insurance lax have? 

Background: 

• 

• 

Since the 1950's. Slates have had the option to elect whether State and local employees. teachers . 
police officers. and fire fighters would be covered under ~ocial Security and pay OASDI and HI 
~x~. • 

Under the Social Security Amendments of 1983. once a Slate opted to cover lhe Slate and local 
employees. teachers. police officers. and fire fighters under Social Security. the S~ale could. not 
opt cul of covering those employees in the future. Further. once a Stale or locality opted into 
Social Security they could not opt out. 

.. 

.. 

.. 

The Stales of Louisiana. Maine, Massachusetts. Nevada. and Ohio were outside of Social 
Security. Colorado Slate employees and teachers were outside of Social Security. The 
teachers in Missouri. Kentucky. Illinois. Connecticut. end California were nol covered 
under Social Securily. Additionally. almost half of the teachers in Texas were nol 
covered under Social Security. 

After the Social Security Amendments of l 983 no Slates have opted lo cover all 
employees under Social Security. although some localilies might have. 

Alaska and Los Angeles County opted in and then oul again of Social Security. The 
Social Securily Amendments of 1983 would prohibit Stales from imitating these 
jurisdictions. 

• Under the Social Security Amendments of 1983 non-profit organizations must pay PICA tax and 
therefore their employees would be covered under Social Security and Medicare. 

.. Non-profit employees lhal retired before April l. 1983 mi&hL be affecled by a change in 
statute now. 

• Under COBRA 1985. Medicare coverage was extended to newly hired State and local employees. 
teachers. police officers, and fire fighters. 

.. 

.. 

COBRA 1985 also included an option for States lo ~over current Stale and local 
employees, teachers. police officers. and fire fighters under Medicare. 

No States utilized the COBRA oplion to cover current employees under Medicare . 
However. California did allow individual teachers to elect whether or not to pay the I tax 
and thus be covered under Medicare. 

Persons Affected: 
• I~ adopted ~Y C~ngress, 195 million Slate and local employees. teachers. police officers, and fire 

f 1ghters nationwide would be affected by the extension of lhe Medicare tax in 1996. Most of these 
worl~~rs live i_n the following 14 st~tes: Alaska. Cali~orryia. Colorado. Connecticut. Illinois. Kentucky. 
Lou1s1ana. Mame. Massachusetls. Mmnesota. Missouri. Nevada. Ohio. and Texas. 

.. 

.. 
ln almosl all slates. some fire fighters and police officed are not paying the Medicare HI tax . 

35 ou~ of 50 stales have al least 10.000 public employees that are not covered by Social 
Securi t.y and thus. not paying lhe Medicare Hl tax. 
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• Eighty to ninety percent of the l .95 million will be covered under Part A because of their 

own work record or because of a spouse. Thus. even though they will nol be paying Medicare 
HI tax in their current employment. they will ultimately receive Medicare Part A. 
Approximately . .195.000 to 390.000 state and local employees. teachers. policemen and 
firemen u!limalely will nol be covered under Part A. 
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· · In 1983. conareu railed 1111 eUalbllky ap for· 
cub benefits from ap 65 IO ap 61, over I U'IDSidon 
Z'0.7. However, the aae of cndtlcment for Medicare 
qeM. 

h'opo.MJ Clfonlt 

· I Security old-aae 
·oc1 from 2003 to 

mainld W\Chanled at 

· 'Ibo p...,.al will raise· the aae of eUa~bllity for edicare ro me same u 
11111 tor.~1 ~IY old aae cub bclleflta. . · · 

·: . -~ . . . . . . ',' -\: ..... ' 
. . 

Effective Dare: 18'1U&rJ 1, 2003. 

Under current law, State and local gove3loyees hired after 
March 31. t 986, muat pay the Hospital lnaur11a tu ( I tax) and qualify for 
Medicare Part A covera1e. swe and local 1ov employees hired before 
April 1, 1986, do not pay lbe HI llX and do rux dlrectlY quality for Medicare 
unlas their 1ovenunent employer clect1 10 extend Matlcare Part A covcrqc to 
them. 

The total HI tax rate for Malicare-coverai empl~ees is 2.. 9 percent of 
wqes. One-half of the HI sax ia imposed on the empl~yee m1 one-half on the 
employer. 1 

Medicare coverap. is emnded to Swe and I aovemment employees 
not otherwile covered W¥1er current law. These empl yeea and their employen 
would become liable for the HI tu and the emplo)'CICI would earn credit towud 
Medicare eli&ibility. In addition. the service of Swe local aovernment 
employees prior to January 1, 1996, would be conside covered employment 

ss or 125 

,,n,•.11J9 
l . o, . 



09-28-95 06:27 PM FROM OLIGA 
-' ~ . '• . ~ ·1 ~· .. 

BRIBf SUMMARY 

. ·. . n,e QJtnm& Mflcli~: p~~ (Title XIX of~ ~ial Security Act) is 
an·~·lndlvid~.··~~prc>pm tblt•~Y.• for·~lh caR and 
lcml~ ·we itolna and lc~iOel :.o,n behalf of lc>W~ penooa who arc 
aicd, · blirid, disabled, or members of faniilies with. p~ women or children. 
BaCh state· deaians mi adminisien ita Medicaid ~ within Pederal 
jUldellnes. Current law ·includes requirements ttw llltel must meet with 

· respect IO oliaibility. covered serviees, provider pa~ and delivery systems. 

Under me Chairman's Mart. the current Meclibaid proaram would be 
completely replacod by a new, simplified pro1ram ~1 

provide payinent for 
health and lona·tenn care services on behalf of low- ncomc pcnona who are 
aaed, blind, disabled, or members of familica wilh p pant women or ~ldren. 
Under the new program, states would be given muob broader flexibility to 
determine elilibility, covered !«Vices, and paymen~111 to providm. FiD1Dein1 of 
the new propam would remain a joint rupoosibilit)' of the Federal 1ovenunent 
and dae ltates. States wmdd be ablo to ""ivc F matohing funds, up to a 
maximwn amount for each state. 

ILIGJBIUTX 

Medi~ i1 a meam-tcatcd endtloment pros • Applicants' income and 
resources must be within proaram financial stand& 1 that vary amDlll •tlb::I. 
Medicaid recipients are poor and either qed, blind disabled. or are specified 

56 of 135 
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( D~ 
July 27, 1994 

TO: Bob 
FR: Pauline 
RE: Social Security and state and local goverrunent employees 

You asked Paul about the number and location of state and local government 
employees who are not paying into Social Security (i.e. they are not "covered" although 
they may still qu2llify for benefits from other employment in covered jobs or tht?ir 
spouses' jobs). .i 

. . 
The states that wquld be most heavily affected by legislation mandating Social Security 
and t<edicare coverl'ge of state nnd loci\l goverrunen~ emp~~yces have formed a 
coalition, called OPPOSE, to lobby ag«inst mandatory coverage. These states are; 

California 
Louisiana 
Massachusetts 
Ohio 
Texas 

Alaska 
Colorado 
Illinois 
Kentucky 
Minnesota 
Nevada 

The five in the column on the left would be especially heavily affected. D.C. nn-:i ldi!\ho 
are the only states that do not have any uncovered employees. 

OPPOSE estimates that nationwide about 5 million state and local government 
employees are not covered by Social Security (see Attached t:.bles). 

Attached: 

• CBO background information ·and estimares of the revenue from expanding 
Social Security and Medicare coverage to state and local employees. 

• Nearly illegible tables from OPPOSE on the number and location of public 
employees not covered by Social Security and the cost to state and local t 
governments of covering them. n.b. OPPOSE's estimate of the cost of covering] l-f.~l( . . 
all w:.w employees does not jibe with CBO's revenue estimate. ~.'.> 

Please let me know if you would like me to pursue this further. 
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;300 LOGAN STREET OIENVER, CO 80203 - . 
Tclepl'loftei (303) 832·9550 

OFl"ICERS 

Frv,.11 V TIUIU 
P19slden1 

Widiam A. Daraey 
Vite PrulOMI 

RDl:lel'I J. Scoll 
SeC.r9li11YfTre.a111rer 

ORCANIZA'l'IONS 

Alaua Pi.illlic 
Ef!lploya111s' AUOc.1no" 

AIHlll 8upple111e"tal 
ler1i1fl11 Sr11em 

Cl~ ors.,, 01190 Etl'lployen' 
R1ri,.1ne11\ SY11te"' 

UM•CI TeaC11er1 
oP lo& AllQllH 

Pi.ibtic E111ploy11&a' ~91ir11m1"1 
A11ocJalio" or ColQrNo 

ColarldO AISOC1it110" 
of Pi.iblic E"'plclye1a 

Colorllda AHacilliOll iii 
School EQCLIDVH 

Colarado Clesaifieej Scheel 
l"'ptoyen' APoc:11r111n 

C111Gr.to Educ:atian 
A.11oelatio11 

Cotoreclo R111r1C1 S1:11ool 
E1T1playe111 A11oci1tton 

01,,ver P1.1otic: Sctioal& 
Employae1' Pe"11on •~d 
Bcr1cri1 AHoc:laUon 

Fir1 ar>d PoliCI P1ft1ia11 
•\11oc:i1Mion of Cotorllla 

lllJMll eeuealiori 
Anoc:lallo" 

Ttac;l'l111' Rtlil"llf!lll'I Sy1>ll1!1 
of 11ilno11 

Kt'lt11dCV Teaclle11 
~111i•'l!U'NM Syatem 

li'"Cllo1ft•' lllcti"'"'e"t 
S,_iem of 8ttor'I R.c111ge 

Lou1111111 Slill8 EmploylH' 
Ra1lre1T1en1 F 11nC1 

Teat'Mltl lllerlrtnie"I Syatcm 
of L.ouiaiant 

UeuaenuNnt Tead'le•s' 
Alsoc:iatio" 

Mi 11ne1pOlia Patie9 
Ill.th•' AHoc:iatjon 

Mlrll'eaot• Pailce 
Pe11aion Couric:il 

ln '"'•ea• Palica 
P11>tet:ftll9 AHDCiallOll 
CMI Em11ta"Y991, \n(;. 

Ne111da Pwl>k E"'ployeel' 
fl.,irern1P11 $yaiem 

SchoOI l!mplDyH• Retirement 
SyltMl'I at Oii io 

Slalt THCllll'I Relil1menl 
Systef!I or Orllo 

gr!llnlzation for tl'1• ?reservation of the ~bllc emgloyet r1t:irem1nt indurtrv 
Ol'lti:i Ecuc;,cion 

Aaaaci111ian 


