STAFF REPORT

Report To: Board of Supervisors Meeting Date: June 7,2018
Staff Contact: Melanie Bruketta, HR Director

Agenda Title: For Possible Action: To approve the employee/retiree health insurance contract with
Prominence Health Plan, dental and life insurance contracts with Anthem, the health savings account contract
with HR Simplified, and to fund health savings accounts for active employees in the following annual amounts
for fiscal year 2019: $2,143 (employee only), $3,269 (employee plus spouse), $3,128 (employee plus children)
and $4,430 (employee plus family). (Melanie Bruketta, mbruketta@carson.org)

Staff Summary: This action is to approve the health insurance contract with Prominence Health Plan, dental
and life insurance contracts with Anthem, and health savings account contract with HR Simplified, for active and
retired employees. Prominence Health Plan HMO and POS plans will increase 5% in fiscal year 2019 (July 1,
2018 to June 30, 2019). During the renewal process, Prominence offered a high deductible HMO plan. This plan
is a voluntary plan that employees may elect to join. Employees/retirees who elect the high deductible plan
may also elect to open a health savings account (HSA). HR Simplified currently provides the Flexible Spending
Accounts for employees and has agreed to offer health savings accounts at a cost of $2.50 per month. This cost
is paid by the employees who elect the high deductible HMO plan. The dental plan through Anthem will
decrease 1% and the life insurance plan will decrease 16.7%.

Agenda Action: Formal Action/Motion Time Requested: 15 minutes

Proposed Motion

[ move to approve the employee/retiree health insurance contract with Prominence Health Plan, dental and life
insurance contracts with Anthem, the health savings account contract with HR Simplified, and to fund health
savings accounts for active employees in the following annual amounts for fiscal year 2019: $2,143 (employee
only), $3,269 (employee plus spouse), $3,128 (employee plus children) and $4,430 (employee plus family).

Board’s Strategic Goal

Organizational Culture

Previous Action
The Board approved the health, dental, life and vision plans last year at the May 18, 2017 meeting.

Background/Issues & Analysis

The City's combined medical and prescription adjusted claims loss ratio was 98%. Last year, the combined
medical and prescription loss ratio was 93%. The 98% loss ratio is driven by overall utilization trends and the
presence of multiple large claims. Last year, the City negotiated a 12% rate cap increase for fiscal year 2019.
Trend forecasts for medical and prescription costs combined is a 9.5% increase for 2019.

In light of the 98% loss ratio and the medical and prescription cost trend forecast of 9.5%, the City's insurance

broker, LP Insurance Services, expected Prominence to request the 12% increase. The marketing approach
taken for the fiscal year 2019 renewal was to ask all carriers in the health insurance market to provide a
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proposal with a 5% increase; saving the City 7% from the 12% rate cap and 2% under the amount budgeted by
Finance. Quotes were solicited from the health insurance market, with the City welcoming responses from any
provider who could meet the request for a 5% increase. The only provider that responded was Prominence,
who agreed to a 5% increase on the HMO and the POS plans. In addition, Prominence offered a high deductible
HMO plan, which is a 25.73% savings. With the introduction of the HSA this year, the City will only realize a
small savings from the police/fire employees who elect the high deductible HMO plan, as approval of this action
will require the City to fund the difference between the HMO and the high deductible HMO at 50% for
dependents rather than 65%/75% that is currently funded by the City for the employees covered under those
labor contracts.

Quotes were also solicited for dental and life insurance. The City's current dental loss ratio is 86%, with trend
estimated at 4%. The City received 11 responses for dental insurance and 5 responses for life insurance. Dental
insurance responses ranged from a 9% increase (current provider-Standard) to a 7.2% decrease (Humana-
which refused to quote for retirees.) The lowest competitive bid response came from Met Life at a 3.8%
decrease, however the Met Life network is too limited in this area. Staff is proposing that the Board elect to
contract with Anthem, a 1% decrease in dental. Anthem's dental plan maintains the current benefits and the
same network of dental providers. Life insurance responses ranged from 0% increase (Standard) to a 16.7%
decrease (Anthem). Staff is recommending the Board approve the dental and life insurance contracts with
Anthem.

Vision coverage was not marketed since the Board approved an agreement with EyeMed last year that gave the
City a four year rate guarantee.

Applicable Statute, Code, Policy, Rule or Regulation
N/A

Financial Information

[s there a fiscal impact? X Yes [ ] No

If yes, account name/number:

570-0706-415.63-01 - Health insurance expected increase of 5%, or approximately$389,618.
570-0706-415.63-02 - Dental insurance expected decrease 1.02% or approximately $5,895.
570-0706-415.63-03 - Life insurance expected decrease 16.67% or approximately $11,458.

Is it currently budgeted? [X] Yes [ ] No

Explanation of Fiscal Impact: Finance budgeted a 7.1% increase from our Fiscal Year 2018 ReEstimate in
medical/dental/vision/life, for a total FY19 budget of $7,525,177.

Alternatives

The Board may reject the proposed contracts with Prominence, Anthem and HR Simplified and ask the broker
to bring back other options.

Staff Report Page 2



Board Action Taken:
Motion: 1) Aye/Nay
2)

(Vote Recorded By)
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