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Federal Court Report

Medicare Did Not Compel Cancellation of Retired Police Officers’ Free Health Insurance
9/8/2021 

By G. Bryan Adams III - Van Hoy, Reutlinger, Adams & Pierce PLLC
A member of Worklaw® Network

The Kentucky Retirement System breached its obligation to provide free retirement health insurance to state employees by canceling several retired police officers' health insurance because they had re-entered the workforce to take jobs with different state agencies. The officers' eligibility for health insurance through their new employers was not a valid justification for the cancellation of their free retirement health coverage, and Medicare Secondary Payer regulations did not require or allow this action to be taken, according to the 6th U.S. Circuit Court of Appeals.

Kentucky guarantees free health insurance to all public-sector employees who, upon retirement, meet certain age and years-of-service requirements. Five police officers who satisfied these requirements retired from the Louisville Metropolitan Police Department (LMPD) and began receiving the state-provided free retirement health coverage. When the officers turned 65, Medicare became their primary insurance coverage and Kentucky became the secondary provider, paying expenses not covered by Medicare. 

Eventually, the police officers came out of retirement and re-entered the workforce, taking jobs with state agencies other than the LMPD. The officers received salaries and health insurance from their new employers. When Kentucky learned that the officers had become re-employed, it canceled their free retirement health insurance. 

Kentucky informed the officers that it was required to cancel their free health coverage because it was prohibited by Medicare from offering coverage secondary to Medicare given that the officers were "eligible to be on [their new] employer's group health plan" as "active employees." The police officers sued, claiming that Kentucky had breached its contract to provide them with free retirement health insurance. The trial court ruled in favor of the officers, and Kentucky appealed. 

The appeals court upheld the lower court ruling. 

Kentucky law requires the state to provide the officers with free health coverage following retirement and to not reduce those benefits at any time. Kentucky acknowledged that it had done just that, by canceling the officers' coverage, but incorrectly argued that "federal law made it do it," according to the appeals court. 

Kentucky argued further that the officers received their retirement health insurance by virtue of their current employment because they worked for the same employer they had retired from. This was not accurate, however, because each of the officers worked for different county agencies than the LMPD. While those agencies provide health insurance to their employees through Kentucky, that did not make Kentucky their employer. 

Kentucky violated its obligation under state law to not reduce or impair the officers' retirement benefits, and Medicare regulations did not provide any justification for its actions, the court concluded. 

River City Fraternal Order of Police Lodge 614 Inc. v. Kentucky Retirement Systems, 6th Cir., Nos. 20-5773/5778 (June 8, 2021).

Professional Pointer: This decision should be of particular interest to public-sector employers that are required by state law to provide free retirement health insurance coverage to retired employees. It is fairly common for retirees to re-enter the workforce, and when they do, these employers should not reflexively assume they can eliminate the significant cost of the free retirement health insurance by taking into account the retirees' eligibility for health coverage through their new employer. 

G. Bryan Adams III is an attorney with Van Hoy, Reutlinger, Adams & Pierce PLLC, the Worklaw® Network member firm in Charlotte, N.C.
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