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FILE NO. 230765 ORDINANCE NO.

[Health Service System Plans and Contribution Rates - Calendar Year 2024]

Ordinance approving Health Service System plans and contribution rates for calendar

year 2024.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.
Additions to Codes are in smqle underllne |taI|cs Times New Roman font.
Deletions to Codes are in .
Board amendment additions are in double underllned Arial font.
Board amendment deletions are in
Asterisks (* * * *)indicate the omission of unchanged Code
subsections or parts of tables

Be it ordained by the People of the City and County of San Francisco:

Section 1. Background and Findings.

(&) Under Charter Section A8.423, the Health Service Board (“HSB”) is required to
conduct a survey of the ten counties in the State of California, other than the City and County
of San Francisco, having the largest populations to determine the “average contribution” made
by each such county toward the providing of health care plans, exclusive of dental or optical
care, for each employee of such county. The HSB is then required to certify to the Board of
Supervisors “the average contribution” as determined by the survey.

(b) According to the California Department of Finance, the ten most populous counties
in the State of California other than San Francisco (in descending order of population) are:
Los Angeles, San Diego, Orange, Riverside, San Bernardino, Santa Clara, Alameda,
Sacramento, Contra Costa, and Fresno (collectively, the “Survey Counties”).

(c) On March 9, 2021, based on the Health Service System’s survey of each of the

Survey Counties, a copy of which is on file with the Clerk of the Board of Supervisors in Board

Supervisor Dorsey
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File No. 2307965, the HSB determined that “the average contribution” made by the counties
surveyed for the 2024 calendar plan year is $805.85 per month.

(d) At its meetings of March 23, April 13, May 11 and 25, and June 8, 2023, the HSB
adopted health insurance plans and contribution rates for Health Service System plans to
become effective on January 1, 2024, for the calendar plan year January 1, 2024 through
December 31, 2024. Said plans and contribution rates are on file with the Clerk of the Board
of Supervisors in Board File No. 230765. Each of the health insurance plans is expected to
exceed $10,000,000 in expenditures, and therefore Charter Section 9.118(b) requires Board

of Supervisors approval of each plan.

Section 2. The Board of Supervisors hereby approves the health insurance plans and
contribution rates adopted by the HSB on March 23, April 13, May 11 and 25, and June 8,

2023, as referenced in subsection (d) of Section 1 of this ordinance.

Section 3. As referenced in subsection (c) of Section 1 of this ordinance, “the average
contribution” under Charter Section A8.423, which shall constitute the monthly amount
contributed by the participating employers to the Health Service Trust Fund for the calendar
plan year January 1, 2024 through December 31, 2024, as required under Charter Section
A8.428(b)(2), is $805.85.

Section 4. Effective Date. This ordinance shall become effective 30 days after
enactment. Enactment occurs when the Mayor signs the ordinance, the Mayor returns the
ordinance unsigned or does not sign the ordinance within ten days of receiving it, or the Board

of Supervisors overrides the Mayor’s veto of the ordinance.

Supervisor Dorsey
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Section 5. Supermajority Vote Requirement. Under Charter Section A8.422, a three-
fourths’ vote of the Board of Supervisors (i.e., the vote of at least nine Supervisors) is required

for passage of this ordinance.

APPROVED AS TO FORM:
DAVID CHIU, City Attorney

By: [/s/ Jennifer A. Donnellan
Jennifer A. Donnellan
Deputy City Attorney

n:\legana\as2018\1800710\01684615.docx

Supervisor Dorsey
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FILE NO. 230765

LEGISLATIVE DIGEST

[Ordinance- Health Service System Plans and Contribution Rates for Calendar Year 2024]

Ordinance approving Health Service System plans and contribution rates for calendar
year 2024.

Existing Law

Charter Section A8.422 requires the Board of Supervisors to adopt health care plan
contribution rates annually for Health Service System members by three fourths of its
members.

Amendments to Current Law

The Ordinance sets the participating employer’s average contribution toward member health
insurance premiums in addition to the Health Service System member health care plan
contribution rates.

Background Information

The San Francisco Board of Supervisors (Board) approves rates and benefits for San
Francisco Health Service System (HSS) members, and the employer’s “average contribution”
toward member health insurance premiums, through a single uncodified ordinance. The
“average contribution” is the average contribution made by the ten counties in California with
the largest populations toward the providing of health care plans, exclusive of dental or optical
care, for each employee of such county.

n:\legana\as2019\1800710\01536937.docx

BOARD OF SUPERVISORS Page 1



BUDGET AND FINANCE COMMITTEE MEETING JuLy 12, 2023

Item 5 Department:
File 23-0765 Health Service System (HSS)

Legislative Objectives

e The proposed ordinance would approve the San Francisco Health Service System’s (HSS)
health, vision, and dental plans as well as life insurance and long-term disability insurance
plans and contribution rates for calendar year (CY) 2024.

Key Points

e The HSS administers non-pension benefits, including health, vision, dental and other
benefits, such as life and long-term disability insurance. The Health Service Board provides
the annual health, vision, dental and other insurance plans, and the respective plan
premiums and premium equivalents to be paid by HSS employers, including the City, and
members.

e Health plans include Kaiser Permanente, Blue Shield, Health Net CanopyCare, and
UnitedHealthcare. HSS offers three dental plans, including one PPO (Delta Dental PPO) and
two HMOs (DeltaCare USA and UnitedHealthcare Dental). Vision coverage is provided by
Vision Service Plan. No plan design changes for the health, vision, and dental plans have
been approved for 2024.

Fiscal Impact

e The total cost of the plans would be $954,209,014 or 10.27 percent more than the
$865,327,866 costs in 2023. Of the total, the City’s costs would be $837,333,532, with the
balance of $116,875,482 paid by employees and retirees.

e In 2024, the average medical monthly contribution per member will be $168.54 per
member per month for all members (actives and retirees combined), $190.31 per member
per month for active employees, and $140.92 per member per month for retirees.

Recommendation

e Approve the proposed ordinance.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST



BUDGET AND FINANCE COMMITTEE MEETING JuLy 12, 2023

MANDATE STATEMENT

City Charter Section A8.423 states that the Health Service Board is required to conduct a survey
of the 10 most populous California counties, excluding San Francisco, to determine the average
contribution made by each county toward health plan premiums for employees, excluding dental
plan premiums. The Health Service Board is then required to certify to the Board of Supervisors
the average contribution as determined by this survey. City Charter Section A8.428 also requires
the City to contribute to the Health Service System Trust Fund to pay the costs of health plan
premiums.

BACKGROUND

The Health Service Board oversees the San Francisco Health Service System (HSS). The HSS
administers non-pension benefits, including health, vision, dental and other benefits, such as life
and long-term disability insurance. The Health Service Board provides the annual health, vision,
dental and otherinsurance plans, and the respective plan premiums and premium equivalents
to be paid by HSS employers and members.

e HSS employers include the City and County of San Francisco (City), the San Francisco
Unified School District (SFUSD), the San Francisco Community College District (SFCCD),
and the San Francisco Superior Court (Superior Court).

e HSS members are active and retired employees of the above noted employers, their
dependents, and members of eligible boards and commissions. Dependents include
children, spouses, domestic partners, surviving spouses of deceased members, and other
legal dependents.

City and Employee Contribution Models

Most contributionformulas for City employees negotiated as part of their labor agreements fall
into the following two percentage-based employee premium contribution models:

e Under the ‘93/93/83 Contribution Model’, the City contributes up to 93 percent of the
total health insurance premium for employee-only and employee plus one dependent
coverage, capped at 93 percent of the second-highest cost plan. The City also contributes
up to 83 percent of the total health insurance premium for employees with two or more
dependents, capped at 83 percent of the second-highest cost plan. Accordingto Mr. Yuriy
Gologorskiy, Principal Administrative Analyst at the San Francisco Health Service System,
there are 17,141 members (excluding dependents) who are covered by this contribution
model.

e Under the ‘100/96/83 Contribution Model’, the City contributes 100 percent of total
health insurance premiums for employee-only coverage. The City contributes up to 96
percent of the total health insurance premiums for employees with one dependent,
capped at 96 percent of the second-highest cost plan. The City also contributes up to 83
percent of the total health insurance premium for employees with two or more
dependents, capped at 83 percent of the second-highest cost plan. According to Mr.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Gologorskiy, there are 11,869 members (excludingdependents) who are covered by this
contribution model.

Retiree Health Plan Premium Contributions

The 10-county survey average is used as a basis for calculatingthe employer contribution to the
monthly health plan premium for all retirees.! Based on the survey, the 10-county average
employer contribution for calendar year 2024 is $805.85 per member per month. The $805.85
average contribution per month for retiree healthcare premiums paid by the City is $25.09 or
approximately 3.21 percent more than the average monthly contribution of $780.76 in 2023.

Health Service System Trust Fund

Under Charter Section A8.428, employer and HSS member contributions to health plan premiums
are deposited in the Health Service System Trust Fund. As of June 30, 2022, the Health Service
System Trust Fund balance was approximately $106.7 million and is projected to be
approximately $104.8 million as of June 2023.

DETAILS OF PROPOSED LEGISLATION

The proposed ordinance would approve the San Francisco Health Service System’s (HSS) health,
vision, and dental plans as well as life insurance and long-term disability insurance plans and
contributionrates for calendar year (CY) 2024. The total cost of the plans would be $954,209,014
or 10.27 percent more than the $865,327,866 costs in 2023. Of the total, the City’s costs would
be $837,333,532, with the balance of $116,875,482 paid by employees and retirees. Table 1
below provides a summary of health insurance costs for 2024.

The Health Service Board approved the following health, vision, dental, life and long-term
disabilityinsurance plans and premiums for the period from January 1, 2024 through December
31, 2024 on the following dates in 2023: February 9, March 23, April 13, May 11, May 25, and
June 8.

Health Plans and Premiums

Kaiser Permanente HMQ?

Kaiser Permanente (Kaiser) covers active, early retirees® and Medicare retirees. The total Kaiser
HMO premium amounts to be paid by the Cityas employer are $386,158,625, or 11.63 percent,
more in CY 2024 than in CY 2023.% These amounts are shown in Table 1 below.

1 InJune 2014, the impact of the “average contribution” on HSS rates was eliminated in the calculation of premiums
for almostall activeemployees represented by most unions, in exchange for a percentage-based employee premium
contribution model noted above. Presently, HSS utilizes the 10-County Survey amount as one of the elements that
determine HSS employer contributions for retirees. In the event the premium is higher than the 10-county “average
contribution”, the City will pay the “average contribution” amount. In the event the premium is less than the
“average contribution,” the City will pay one hundred percent of the premium.

2 An HMO (Health Maintenance Organization) offers care through a closed panel of providers, in which members
select a primary care physician, who manages their care. The HMOs pay the medical groups on a per capita basis.
3 Retired employees of less than 65 years of age and therefore not eligible for Medicare.

4 Thisincludes the following plans: Kaiser HMO (actives and early retirees) and Kaiser KPSAHMO (Medicare retirees).

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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There are no plan design changes approved by the Health Service Board for active employees,
early retirees or Medicare retirees for 2024.

According to Mr. Gologorskiy, the Kaiser HMO for active employees and early retirees sustained
higher than typical rate increases from 2023 to 2024 because Kaiser is increasing premiums to
recover from an operatingloss in 2022 and due to escalating labor costs and prescription drug
costs.

Blue Shield of California HMOs

The total Blue Shield of California (BSC) Access+ and Trio plans are flex-funded® HMOs for active
employees and early retirees. The BSC flex-funded HMO plan premium amounts paid by the City
asemployerare $281,753,519, or 10.93 percent, morein CY 2024 than in CY 2023. No plan design
changes were approved for the Blue Shield Access+ and Trio plans by the Health Service Board
for 2024.

According to Mr. Gologorskiy, the Blue Shield Access+ HMO for active employees and early
retirees sustained higher than typical rate increases from 2023 to 2024 because of higher claim
levels from 2021 to 2022, as well as reported increasesin patientutilization and severity in 2022.

Blue Shield of California PPO (with Accolade)®

The Blue Shield of California (BSC) PPO plan (with Accolade) is self-funded for active employees
and early retirees. Accolade is the service partner for Blue Shield for additional member
engagement, navigational and clinical advocacy services. The BSC self-funded HMO plan
premium amounts paid by the City as employer are $36,742,406, or 6.16 percent more in CY 2024
than in CY 2023. No plan design changes were approved for the BSC PPO plan by the Health
Service Board for 2024.

Health Net CanopyCare HMO

The Health Net CanopyCare HMO plan is flex-funded for active employees and early retirees.
CanopyCare provides access to the Canopy Health Alliance of over 5,000 providers in five large
medical groups and major regional medical centers and hospitals covering the greater Bay Area.
The Health Net CanopyCare flex-funded HMO plan premium amounts paid by the City as
employer are $5,527,472, or 3.67 percent more in CY 2024 than in CY 2023. No plan design
changes were approved for the Health Net CanopyCare plan by the Health Service Board for 2024.

UnitedHealthcare (UHC) PPO and EPOs for non-Kaiser, “Split Families” in 2023

Starting in 2023, UHC became the plan administrator for the three plans available to Non-
Medicare covered individualsin a family where one or more covered individual in the family is
Medicare eligible and enrolled in the UHC Medicare Advantage (MAPD) plan. This is referred to
as “Split Families” because one or more individual in the family is not yet Medicare-eligible and

> Under flex-funding, the HMO pays the medical groups on a per capita basis and plan sponsor (HSS) pays the variable
claims other than the fixed medical group amounts.

& Under a PPO (Preferred Provider Organization), the member’s cost-share are lower when using physicians,
hospitals, and other providers in the preferred network versus and non-preferred providers. This self-funded
arrangement means the plan sponsor (HSS) pays the purchaser (through a third-party administrator) on a fee for
service basis based on negotiated contracts.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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enrolls in the enrollsin a Non-Medicare UHC PPO or EPO plan and one or more individual is
Medicare-eligible. These Non-Medicare covered individuals have the choice between the UHC
PPO plan, the UHC Select Network Exclusive Provider Organization or EPO plan (broader network
similar to the BSC Access+ plan), and the UHC Doctors EPO plan (narrow network similar to the
BSC Trio plan).

The UHC PPO plan and EPO plans for Non-Medicare Split Family covered individuals are self-
funded for these eligible individuals. The UHC PPO/EPO plans premium amounts paid by the City
as employer are $3,093,002, or 14.84 percent more in CY 2024 than in CY 2023. No plan design
changes were approved for the UHC PPO/EPO plans by the Health Service Board for 2024.

UHC Medicare Advantage (MA) PPO

The total UHC Medicare Advantage PPO Plan premium amounts paid by the City as employer are
$82,402,809, or 14.78 percent, more in CY 2024 than in CY 2023.

The UHC Medicare Advantage PPO Plan, covers all non-Kaiser Medicare eligible retirees. No plan
changes were approved by the Health Service Board for 2024.

Accordingto Mr. Gologorskiy, the UHC Medicare Advantage PPO for Medicare retirees sustained
higher than typical rate increases from 2023 to 2024 because of Centers for Medicare and
Medicaid funding methodology changes that are creating a lower increase in payments into
Medicare Advantage Prescription Drug (MAPD) plans forthe 2024 plan year relative to prior year
actions.’

Vision Plan

Members enrolled in any of the health plans receive vision benefits through Vision Service Plan
(VSP), a third-partyinsurer. The cost of the Basic Plan vision benefitisincluded in the cost of the
medical plan forall monthly health plan premiums. Employees and retirees who choose to enroll
in the Premier Plan pay the full premium difference between Premier Plan rates and Basic Plan
rates, in the form of member contributions.

In 2024, all vision plan premiums are remaining at 2023 vision plan premium levels.
Dental Plans

HSS offers three dental plans, including one PPO (Delta Dental PPO) and two HMOs (DeltaCare
USA and UnitedHealthcare Dental). The City pays most of the cost of dental benefits for active
employees enrolled in the Delta Dental PPO, and the full cost of the dental HMOs for active
employees. Retirees pay the full cost of their dental plans.

For planyear 2024, the City will contribute (1) the total premium toward each of the dental HMO
plans for City active employees, and (2) the monthly premium minus employee contributions
ranging from $5.00 for employee only coverage to $15.00 per month for full family coverage, for
the self-funded Dental PPO plan. Member contributions for the three dental plans remain
unchanged from the 2023 plan year.

7 According to HSS, the majority of MAPD plan funding comes from the federal government; the premium paid to
UHC by HSS represents the difference between overall plan costs and what is funded by the federal government.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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The total dental plan premium amounts across the three active employee dental plans paid by
the City as employer are $35,261,054, or 7.44 percent less in CY 2024 than in CY 2023. No plan
design changes were approved for the dental PPO/HMO plans by the Health Service Board for
2024.

Life and Long-Term Disability Insurance

The Hartford Life and Accident Insurance Company (The Hartford) is the insuring entity for the
HSS life insurance, accidental death and dismemberment (AD&D) insurance, and long-term
disability (LTD) insurance. In 2024, all life insurance, AD&D, and LTD plan premiums are remaining
at 2023 premium levels for a City contribution of $6,394,644.

Federal Affordable Care Act Requirements

In 2010, the Patient Protection and Affordable Care Act (also known as the Affordable Care Act)
created a Health Insurance Tax (HIT) and two direct fees were passed through to employers —the
Transitional Reinsurance Fee (TRF) and the Patient Centered Outcomes Research Institute
(PCORI) fee. The HIT and TRF are no longer in effect. The PCORI fee® was originally set to expire
after 2019, but it was extended through 2029 as part of the SECURE Act passed by the federal
governmentin December 2019. HSS pays this fee to the federal government for the self-funded
BSC PPO and UHC PPO plans—while Kaiser, Blue Shield, and Health Net pay this fee on HSS’s
behalf for fully insured/flex funded plans. The fee was $3.00 per covered person per year in CY
2023 and is expected to be “slightly higher” in CY 2024, according to the City’s actuarial
consultant, Aon.

FISCAL IMPACT

2024 Total City Costs

As shown in Table 1 below, the total estimated cost for active and retired City employees for
health, vision, and dental plans, as well as long-term disability and life insurance, will be
$954,209,014 in 2024, which is a $88,881,148 or a 10.27 percent increase from $865,327,866 in
2023.

The total estimated costs for the health, vision, and dental plans, as well as long-term disability
and life insurance, for the City as employer in 2024 is $837,333,532 which is a $78,490,435 or
10.34 percent increase from $758,843,097 in 2023. The total estimated costs for the health,
vision, and dental plans, as well as long-term disability and life insurance that will be paid by
employees and retirees is $116,875,482 in 2024, or 9.76 percent more than the 2023 costs of
$106,484,769.

Accordingto HSS, in 2024, the average medical monthly contribution per member willbe $168.54
per member per month for all members (actives and retirees combined), $190.31 per member
per month for active employees, and $140.92 per member per month for retirees.

8 The PCORI fee was established as part of the Affordable Care Act to fund research to evaluate the effectiveness of
medical treatments, procedures and strategies that treat, manage, diagnose, or prevent illness or injury. The ACA
requires certain carriers and health plan sponsors (i.e., employers) to pay the PCORI fee annually.
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Table 1: Total Plan Costs for the City, Employees and Retirees in 2024 Compared to 2023

Current Membership®

2023 2024 Increase/ Percent

Forecast Forecast (Decrease) Change
City Costs Only
Kaiser HMO (Actives and Early Retirees) $309,804,421 | $347,838,074 | $38,033,653 12.28%
Blue Shield HMO (Actives and Early Retirees) $253,990,768 | $281,753,519 | $27,762,751 10.93%
Blue Shield-Accolade PPO (Actives and Early Retirees) $34,610,303 | $36,742,406 | $2,132,104 6.16%
Health Net CanopyCare HMO (Actives and Early Retirees) | $5,331,577 $5,527,472 $195,896 3.67%
UHC PPO / EPO (Non-Medicare Split Family Lives) $2,693,326 $3,093,002 $399,676 14.84%
Kaiser KPSA HMO (Medicare Retirees) $36,131,272 | $38,320,552 | $2,189,280 6.06%
UHC MA PPO (Medicare Retirees) $71,793,270 | $82,402,809 | $10,609,539 14.78%
Subtotal Health/Basic Vision Plans (Actives and Retirees) | $714,354,936 | 795,677,833 | $81,322,898 11.38%
Dental (Actives Only)*° $38,093,517 | $35,261,054 | ($2,832,463) -7.44%
Long Term Disability and Life Insurance (Actives Only)!* | $6,394,644 $6,394,644 SO 0.00%
Total City Costs $758,843,097 | $837,333,532 | $78,490,435 10.34%
Employee and Retiree Costs Only
Kaiser HMO (Actives and Early Retirees) $37,040,916 | $42,041,374 | $5,000,458 13.50%
Blue Shield HMO (Actives and Early Retirees) $33,391,398 | $37,722,540 | $4,331,141 12.97%
Blue Shield-Accolade PPO (Actives and Early Retirees) $11,097,532 | $10,208,211 | ($889,321) -8.01%
Health Net CanopyCare HMO (Actives and Early Retirees) $553,286 $573,622 $20,337 3.68%
UHC PPO / EPO (Non-Medicare Split Family Lives) $5,080,141 $5,228,659 $148,518 2.92%
Kaiser KPSA HMO (Medicare Retirees) $5,580,258 $5,962,413 $382,156 6.85%
UHC MA PPO (Medicare Retirees) $9,400,405 $10,797,829 | $1,397,424 14.87%
Subtotal Health/Basic Vision Plans (Actives and Retirees) | $102,143,936 | $112,534,649 | 510,390,713 10.17%
Dental (Actives Only) $3,561,840 $3,561,840 SO 0.00%
Long Term Disability and Life Insurance (Actives Only) $778,993 $778,993 SO 0.00%
Total Employee and Retiree Costs $106,484,769 | $116,875,482 | $10,390,713 9.76%
Total Costs
Kaiser HMO (Actives and Early Retirees) $346,845,337 | $389,879,448 | $43,034,111 12.41%
Blue Shield HMO (Actives and Early Retirees) $287,382,167 | $319,476,059 | $32,093,892 11.17%
Blue Shield-Accolade PPO (Actives and Early Retirees) $45,707,835 | $46,950,618 | $1,242,783 2.72%
Health Net CanopyCare HMO (Actives and Early Retirees) | $5,884,862 $6,101,095 $216,232 3.67%
UHC PPO / EPO (Non-Medicare Split Family Lives) $7,773,467 $8,321,660 $548,194 7.05%
Kaiser KPSA HMO (Medicare Retirees) $41,711,529 | $44,282,965 | $2,571,435 6.16%
UHC MA PPO (Medicare Retirees) $81,193,675 | $93,200,638 | $12,006,963 14.79%
Subtotal Health/Basic Vision Plans (Actives and Retirees) | $816,498872 | $908,212,483 | $91,713,611 11.23%
Dental (Actives Only) $41,655,357 | $38,822,894 | ($2,832,463) -6.80%
Long Term Disability and Life Insurance (Actives Only) $7,173,637 $7,173,637 SO 0.00%
Total Costs $865,327,866 | $954,209,014 | $88,881,148 10.27%

Source: San Francisco Health Service System

SAN FRANCISCO BOARD OF SUPERVISORS
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‘ RECOMMENDATION

Approve the proposed ordinance.

9 According to HSS, both 2023 and 2024 forecasted costs are based on the May 2023 headcount.
10 Dental costs are fully paid by retirees.

11 Long term disability and life insurance plans are not offered to retirees.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Background

Our Mission
Dedicated to preserving and improving sustainable, quality health benefits
and to enhancing the well-being of our members and their dependents

Overview

= City Ordinance and the 10 County Survey
= Rates and Benefits Timeline

= Aggregate changes in benefit costs

= Medical plans choices

= Dental, vision, life insurance, and disability plans

SAN FRANCISCO

HEALTH SERVICE SYSTEM SFHSS.ORG



Overview of City Ordinance and the 10 County Survey

City Ordinance

= Ordinance approving Health
Services System plans and
contribution rates for
calendar year 2024.

= Establishes the amount
contributed for the active
employee and retiree
health premiums.

SAN FRANCISCO

10 County Survey Details

Charter requires a survey of 10
most populous CA counties.

Sets contribution amounts by
employer for employee-only
coverage for health plans rates.

Basis for the employer contribution
for retiree rates and for some union
employees.

Survey Results: Average
Contribution amount by employer
for employee only coverage for CY
2024 is $805.85 (3.2% increase
from the prior year).

SFHSS.ORG

HEALTH SERVICE SYSTEM
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OCTOBER 2"° — 27T, 2023

First Quarter

SFHSS Rates and Benefits Milestones
Benefit Plan Year 2024

Second Quarter Third Quarter Fourth Quarter

» eBenefits Open Enroliment Live

* Review Lessons Learned » Health Service Board Rates & » Board of Supervisors Approves (October)
« Plan Year Starts January 1 Benefits Meetings (April — June) Rates & Benefits July 25 R A N
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Aggregate Changes in Employers Benefit Costs

All Employers - CCSF, Community College District, Unified School
District and Superior Court

10.46% ($94.8M) projected employer cost increase for medical, vision,
dental, life insurance and long-term disability insurance.

11.33% ($97.7M) projected employer cost increase for medical plans
only.

CCSF Only

10.34% ($78.5M) projected employer cost increase for medical, vision,
dental, life insurance and long-term disability insurance.

11.38% ($81.3M) projected employer cost increase for medical plans
only.

SAN FRANCISCO
HEALTH SERVICE SYSTEM

SFHSS.ORG



Escalated Medical Trend Drivers

Healthcare wage and supply cost
inflation drives up negotiated prices
between payers and providers. The impact
will vary by plan depending on
carrier/provider contract renewal cycles—
these are typically renegotiated every two

Increasing prevalence of chronic
conditions magnified by Long COVID
impacts leads to higher demand for
and utilization of health plan services
and prescription drugs.

to four years.

Mental health and substance abuse
services utilization and cost continue to
increase as both provider supply and
population demand increase.

SAN FRANCISCO

Cost shifting from the government to
the private sector is magnifying as
fewer qualify for Medicaid into the future
(government redetermination process)
and the federal government reduces the
growth of payments into Medicare
Advantage plans.

SFHSS.ORG

HEALTH SERVICE SYSTEM
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Mitigation of Cost Trend

Adopted

= $14.7 million Sutter legal settlement award used to reduce rates
= $1.9 million additional rate stabilization

Considered but not adopted

= Plan design changes to increase member copays
= Plan choices to eliminate higher cost plans

SAN FRANCISCO

HEALTH SERVICE SYSTEM SFHSS.ORG




Medical Plans Choices with 2024 rate change

Actives

Medicare Retirees

Kaiser Permanente

(HMO) 3.7%

&% KAISER PERMANENTE Kaiser (HMO) Kaiser (HMO) Senior Advantage
12.4% 12.5% (MAPD-HMO)

6.2%
BSC Access+ BSC Access+ (HMO) —

blLfJe (HMO) 14.4% 14.4% A
california BSC Trio (HMO) 2.8% | BSC Trio (HMO) 2.9%

BSC (PPO) 3.5% BSC (PPO) 1.7%
I';;all:h net  canopy Health Net CanopyCare | Health Net CanopyCare N/A

(HMO) 3.7%

'JJ UnitedHealthcare

UHC Non-Medicare
PPO (only for Actives
w/Dep in UHC MA
PPO) 3.6%

UHC (PPO and EPO)
for Non-Medicare family
members with a
member in United MA
PPO 7.1%

UnitedHealthcare
(MAPD-PPO)
14.8%

SAN FRANCISCO

HEALTH SERVICE SYSTEM

SFHSS.ORG




Dental Plans 'JJJ UnitedHealthcare

6.8% overall cost decrease for active employees (retirees pay full dental premiums).
No change in benefit designs.

Delta Dental PPO — Actives Delta Dental PPO -
(Self-Funded): Retiree (Fully Insured):
= 6.9% rate decrease due = 2% rate increase
to favorable claims and
rate stabilization DeltaCare USA DHMO -
Retirees (Fully Insured):
DeltaCare USA DHMO - = 9.1% increase

Actives (Fully Insured):
= No rate change

UHC DHMO - Active and
Retirees (Fully Insured):
= No rate change

SAN FRANCISCO

HEALTH SERVICE SYSTEM SFHSS.ORG



vsSp
Vision: VSP (Vision Service Plan) vision care

Basic VSP — Actives and Retirees
= No rate changes

Premier VSP — (Buy Up Option) Actives and Retirees
= No rate changes

SAN FRANCISCO

HEALTH SERVICE SYSTEM SFHSS.ORG



Life Insurance and Disability e O

= No rate changes

= Group life, accidental death and dismemberment, and long-term
disability insurances provided by The Hartford for active

employees

SAN FRANCISCO
SFHSS.ORG

HEALTH SERVICE SYSTEM



Requested Action

Ordinance approving Health Service System plans
and contribution rates for calendar year 2024
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425 Market Street t+1.415.486.7000
Suite 2800 f+1.415.486.7026
San Francisco, California 94105 aon.com

June 16, 2023

Board of Supervisors

City and County of San Francisco
City Hall, Room 244

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

RE: January 1, 2024 to December 31, 2024 Health, Life Insurance, and Long-Term Disability Plan Benefits,
Rates and Contributions

Honorable Members of the Board of Supervisors:

This letter serves to document our position as the consultant and actuary to the San Francisco Health Service
System (“SFHSS”) with regard to the completed rates and contribution setting process for SFHSS health, life
insurance, and long-term disability plans for the January 1, 2024 to December 31, 2024 plan year. Four employers
(referred to as the “Four Employers” in this letter) offer plans through SFHSS, which are documented in this letter,
to active employees and retirees:

e City and County of San Francisco, or CCSF (all plans documented in this letter);
e San Francisco Unified School District, or USD (medical and vision plans only);

e City College of San Francisco, or CCD (medical and vision plans only); and

e The Superior Court of San Francisco, or CRT (all plans documented in this letter).

The 2024 plan year rates and contribution setting process was concluded on June 8, 2023 under the direction of
the Rates and Benefits Committee (“Committee”) of the Health Service Board (“HSB”). This report will reference
attached exhibits, as well as tables embedded in this letter.

In our opinion, the rate and contribution determination process for the 2024 plan year was completed in a
comprehensive manner. Specifically, it is our professional opinion that:

e The premium rates for all fully insured plans, and the administrative/other fees for all self-funded and flex-funded
plans, align with SFHSS' vendors’ final rates and represent a fair price for the services provided.

e The premium equivalents set for the SFHSS self-funded and flex-funded programs listed below represent our
best estimate of future expenditures based on the information available at the time these rates were developed.
Existing Trust Fund assets are expected to be sufficient to protect the SFHSS Trust Fund against adverse claims
experience. The self-funded and flex-funded programs include:

o Blue Shield of California (“BSC”) self-funded PPO and flex-funded Access+/Trio HMO plans;

o UnitedHealthcare (“UHC”) self-funded Non-Medicare PPO, Broad Network (Select) EPO, and Doctors Plan
EPO plans for non-Medicare family members where at least one family member is enrolled in the UHC
Medicare Advantage PPO plan (e.g., “split family retirees”);

o Health Net CanopyCare (“HN CC”) flex-funded HMO plan; and

o Delta Dental of California (“Delta Dental”) self-funded PPO plan for active employees.

Legislative Update

The Consolidated Appropriations Act (CAA)

The Consolidated Appropriations Act, 2021 (CAA) established protections for consumers related to surprise billing
and transparency in health care. Under the guidance of the City Attorney’s office, SFHSS has worked diligently with
its vendor to ensure compliance with the CAA. This includes the following:

e Prescription drug and health care spending data submission: Completion of the initial pharmacy transparency
data required under section 204 of Title Il (Transparency) of Division BB of the CAA which requires insurance
companies and employer-based health plans to submit information about prescription drug and health care
spending to the Departments of Health & Human Services, Labor, and the Treasury;
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e No Surprises Act: Confirming vendor implementation of Title | (the No Surprises Act (NSA)) of Division BB of
the Consolidated Appropriations Act, 2021 (CAA 2021) and regulations published in the Federal Register on
July 13, 2021 and October 7, 2021.

e Gag Clause Prohibition: Confirming vendors have completed the Gag Clause Prohibition Compliance
Attestation (GCPCA) as required under section 201 of Title Il (Transparency) of Division BB of the CAA. The
law requires certain plans and issuers to submit an attestation of compliance to the Departments of Health &
Human Services, Labor, and the Treasury on an annual basis.

Transparency in coverage final rule

e AsofJuly 1,2022, most group health plans and issuers of group health insurance coverage are required to
disclose, on a public website, machine-readable files (MRFs) containing in-network rates for covered items and
services, and allowed amounts and historical billed charges for out-of-network providers. SFHSS worked with
its vendors to comply with this final rule by gathering the needed MRF reference links from each vendor and
posting them on the SFHSS website.

The Patient Protection and Affordable Care Act (PPACA)

PPACA continues as law, and thus SFHSS continues to work with all four employers served by the Trust — CCSF,
USD, CCD, and CRT — to assure compliance with PPACA requirements continues. Below is a brief explanation of
the provisions that remain in place currently and have the greatest effect.

PPACA Reporting Requirements

Under PPACA, employers are required to provide reporting to both employees as well as the Internal Revenue
Service (IRS). This reporting requirement remains even though the individual mandate penalty moved to $0 for the
2019 plan year and forward. The purpose of the reporting is as follows:

e Establish that the plan sponsor complied with PPACA's employer mandate by making an offer of affordable,
minimum-value health care coverage to its full-time employees (PPACA defines a full-time employee as an
employee who is employed, on average, at least 30 hours of service per week, or 130 hours of service in a
calendar month);

e Provide individuals with information on their employer-provided health care coverage so they can establish
compliance with the individual mandate to purchase health care coverage;

e Help the IRS determine whether individuals who have purchased coverage from a public exchange are entitled
to a subsidy; and

e Help the IRS determine applicable penalties for failure to comply with the individual mandate.

Reporting started in 2016 with 2015 calendar year information on Forms 1094 and 1095 and remains an annual
requirement. SFHSS successfully met this requirement for the 2022 plan year by creating 47,879 IRS forms for
distribution to employees and electronic reporting to the IRS in early 2023.

PPACA Legislative Fees

The one ongoing Patient Protection and Affordable Care Act (PPACA) fee which employers are responsible for
paying is the Patient Centered Outcomes Research Institute (PCORI) Fee. PCORI remains in effect through 2029
as part of the SECURE Act passed by the federal government in December 2019. The fee is included in fully
insured plan premiums, while SFHSS is responsible for payment for self-funded medical plans. The 2024 PCORI
fee is expected to be slightly higher than the $3.00 per covered life per year fee in 2023.

Contributions Under the 10-County Survey

Per City Charter Section A8.428, the employer contribution towards medical benefits is determined by the results of
a survey of the dollar premium contributions provided by the ten most populous counties in California, excluding
San Francisco. In the June 2014 CCSF collective bargaining process, the 10-County Survey (“Survey”) was
eliminated for the majority of the CCSF unions in the calculation of premium contributions for active employees in
exchange for a percentage-based employee premium contribution. The Survey remains in use as a basis for
calculating employer contributions for retirees and some employees in SFHSS health plans. For the 2024 plan year,
the 10-County Survey result leads to an increase in average monthly employer contribution determination
calculations from $780.76 in 2023 to $805.85 in 2024 (an increase of 3.21%). The full Survey report is contained as
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an Appendix to this letter and was presented at the March 23, 2023 HSB meeting (also accessible at sthss.org).
Survey results are illustrated in Exhibit 1 of the adjoining document.

Table 1 — All Four Employers
January 1, 2024 to December 31, 2024 Aggregate Medical Plans Cost ($ millions)

Aggregate Member Aggregate Employer Aggregate
Contributions Contributions Plan Cost
(a) (b) (a+Db)
Current (2023) Rates $119.0 $861.8 $980.8
Final Renewal (2024) Rates $131.1 $959.5 $1,090.6
$ Difference $12.1 $97.7 $109.8
% Difference 10.17% 11.34% 11.19%

Per Table 1 above, we expect an increase in aggregate medical plan costs totaling $109.8 million, or 11.19%, for
the SFHSS medical plans (including Basic Plan vision coverage costs and the SFHSS Healthcare Sustainability
Fund charge) for the 2024 plan year. This increase in costs will be split between the members and employers with
member contributions increasing $12.1 million and employer contributions increasing $97.7 million. These costs are
projected based on May 2023 plan enroliment.

Current CCSF Health Plan Employer Contribution Strategy — Active Employees

Most negotiated contribution algorithms for CCSF covered employees fall into two models. The models reflect
CCSF’s percentage of the contribution; they are (1) 93/93/83 contribution model, and (2) 100/96/83 contribution
model.

1) 93/93/83 Contribution Model:

a) Employee Only. For single-covered employees (Employee Only) who enroll in any health plan offered
through the San Francisco Health Service System (SFHSS), CCSF shall contribute ninety-three percent
(93%) of the total health insurance premium/premium equivalent provided. However, CCSF’s contribution
shall be capped at ninety-three percent (93%) of the Employee Only premium/premium equivalent of the
second-highest-cost plan.

b) Employee Plus One. For employees with one dependent who elect to enroll in any health plan offered
through SFHSS, CCSF shall contribute ninety-three percent (93%) of the total health insurance
premium/premium equivalent provided. However, CCSF’s contribution shall be capped at ninety-three
percent (93%) of the Employee Plus One premium/premium equivalent of the second-highest-cost plan.

c) Employee Plus Two or More. For employees with two or more dependents who elect to enroll in any
health plan offered through SFHSS, CCSF shall contribute eighty-three (83%) of the total health insurance
premium/premium equivalent provided. However, CCSF’s contribution shall be capped at eighty-three
percent (83%) of the Employee Plus Two or More premium/premium equivalent of the second-highest-cost
plan.

2) 100/96/83 Contribution Model:

a) Employee Only. For single-covered employees (Employee Only) who enroll in any health plan offered
through SFHSS, CCSF shall contribute one hundred percent (100%) of the total health insurance
premium/premium equivalent.

b) Employee Plus One. For employees with one dependent who elect to enroll in any health plan offered
through SFHSS, CCSF shall contribute ninety-six percent (96%) of the total health insurance
premium/premium equivalent provided. However, CCSF’s contribution shall be capped at ninety-six
percent (96%) of the Employee Plus One premium/premium equivalent of the second-highest-cost plan.

c) Employee Plus Two or More. For employees with two or more dependents who elect to enroll in any
health plan offered through SFHSS, CCSF shall contribute eighty-three (83%) of the total health insurance
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premium/premium equivalent provided. However, CCSF’s contribution shall be capped at eighty-three
percent (83%) of the Employee Plus Two or More premium/premium equivalent of the second-highest-cost
plan.

Since the majority of CCSF employees fall into the two contribution models, Aon produced two sets of rate cards,
both approved by the HSB for plan year 2024. One rate card specified member contributions under the 93/93/83
model and the other rate card under the 100/96/83 model.

Current CCSF Health Plan Employer Contribution Strategy — Retirees

For SFHSS retirees, the employer contributions that member employers including CCSF provide to qualified
retirees receiving the full employer contribution amounts are defined by Section A8.428 of the City Charter. The
three elements are:

10-County Survey Amount. This first component of the employer contribution is the amount derived from the
annual survey described in Charter Section A8.423 of contributions provided by the 10 most populous counties in
California, not including San Francisco — called the “average contribution”. The 2024 10-County amount is
$805.85. If the total cost for Retiree Only for a plan is less than the 10-County Amount, that lower amount
becomes the basis for that plan for the 10-County employer contribution portion.

“Actuarial Difference”. The second employer contribution component is the “actuarial difference” for a given
plan. Under Charter Section A8.428(b)(3), the employers contribute the difference between Active Employee-
Only premium and Early Retiree-Only premium.

Prop. E Contribution. The third employer contribution component is the Prop. E contribution amount. Under
Charter Section A8.428(b)(3)(iii) and A8.428(c), employer contributions toward Retiree Only and Retiree +1 rates
= 50% x [Total Rate Cost — 10-County Amount — “Actuarial Difference”].

The full employer contribution amount for retiree medical coverage applies to eligible retirees who were hired on or
before January 9, 2009. For retirees who were hired on or after January 10, 2009, there are five coverage/employer
contribution classifications based on criteria outlined in Table 2 below.

Table 2 — Retiree Medical Coverage/Employer Contribution
For Those Hired On or After January 10, 2009

Percentage of Employer Contribution
Years of Credited Service at Retirement Established in A8.428 Subsection (b)(3)

Less than 5 years of Credited Service with the
Employers (except for the surviving spouses or
surviving domestic partners of active employees
who died in the line of duty)

No Retiree Medical Benefits Coverage

At least 5 but less than 10 years of

Credited Service with the Employers; or greater 0% — Access to Retiree Medical Benefits
than 10 years of Credited Service with the Coverage, Including Access to Dependent
Employers but not eligible to receive benefits under Coverage, But No Employer Contribution;
Subsections (a)(4), (b)(4) and (b)(5) Employee Pays Health Insurance Premium

(A8.428 Subsection (b)(6))

At least 10 but less than 15 years of
Credited Service with the Employers 50%
(A8.428 Subsection (b)(5))

At least 15 but less than 20 years of
Credited Service with the Employers 75%
(A8.428 Subsection (b)(5))
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Table 2 — Retiree Medical Coverage/Employer Contribution
For Those Hired On or After January 10, 2009

Percentage of Employer Contribution
Years of Credited Service at Retirement Established in A8.428 Subsection (b)(3)

At least 20 years of Credited Service with the
Employers; Retired Persons who retired for
disability; surviving spouses or surviving domestic
partners of active employees
who died in the line of duty
(A8.428 Subsection (b)(4))

100%

Outline of 2024 Health Plan Design and Rating Actions

Below we describe the plan design changes and rating actions that apply to each SFHSS health plan for the 2024
plan year, based on approval actions taken during the recently completed Rates and Benefits cycle by the HSB.

Rates, Contributions, and Benefits for the Fully Insured Kaiser Permanente HMO
Plans for All Four Employers

The final negotiated rate change for Kaiser Permanente (“Kaiser”) active employees, early retirees, and Medicare
retirees is an overall increase of 11.7% for plan year 2024. This overall average is generated by a 12.5% premium
rate increase for active employees and early retirees in California, and an 6.19% premium rate increase for
Medicare retirees in California. There are also small retiree populations (222 covered lives) with Kaiser HMO
coverage in the Northwest (Oregon), Washington, and Hawaii regions captured in the overall average Kaiser rating
action.

The increase for active employees and early retirees is due to high expense increases incurred by Kaiser
Permanente as they face elevated staffing costs and prescription drug costs. The increase for Medicare retirees
was primarily due to trend combined with a reduction in the increase in CMS funding from the federal government.

There are no 2024 plan design changes approved for the active employee/early retiree Kaiser plans or the KPSA
Medicare plans by the Rates and Benefits Committee and HSB.

The 2024 Kaiser renewal actions result in an overall estimated total cost increase of $57.5 million from 2023 to
2024 for all four employers based on May 2023 membership, of which $45.6 million is attributed to CCSF and $11.9
million is attributed to the other employer groups (e.g., CRT, USD, and CCD).

The aggregate 2024 projected cost for all four employers for Kaiser Permanente based on May 2023 membership
is projected at $548.8 million, with $58.8 million in member contributions and $490.0 million in employer
contributions. Table 3 (page 13) provides an overview of annualized costs.

The 2024 Kaiser plan rates are illustrated in exhibits 2a-2e in the adjoining document.

Rates, Contributions, and Benefits for the Flex-Funded BSC HMO Plans and the Self-
Funded BSC PPO for All Four Employers

The BSC plans total cost rates will increase by 14.4% for the BSC Access+ HMO plan, 2.9% for the BSC Trio HMO
plan, and 1.7% for the PPO plan into the 2024 plan year. Overall, this produces an aggregate total rate increase of
9.8% for the combination of BSC HMO and PPO plans into the 2024 plan year.

There are no 2024 plan design changes approved for the Access+ HMO, Trio HMO, and PPO-Accolade plans by
the Rates and Benefits Committee and HSB.

Page 5 of 11



AON

The aggregate 2024 projected cost for all four employers in the BSC Access+, Trio, and PPO-Accolade plans
based on May 2023 BSC plan enrollments is $407.7 million, with $52.9 million in member contributions and $354.8
million in employer contributions based on May 2023 membership. This results in an overall estimated total cost
increase of $36.3 million from 2023 to 2024 for all four employers based on May 2023 membership, of which $33.3
million is attributed to CCSF and the remaining $3.0 million is attributed to the other employer groups (e.g., CRT,
USD, and CCD). Table 3 (page 13) provides an overview of annualized costs for the Blue Shield HMO and PPO
plans combined.

The 2024 BSC flex-funded HMO plan rates are illustrated in exhibits 3a-3b for the Access+ plan and 3c-3d for the
Trio plan in the adjoining document. The 2024 BSC PPO-Accolade plan rates are illustrated in exhibits 5a-5d in the
adjoining document.

Rates, Contributions, and Benefits for the Flex-Funded Health Net CanopyCare HMO
Plan for All Four Employers

The Health Net CanopyCare HMO plan total cost rates will increase by 3.7% into the 2024 plan year. Health Net
CanopyCare was introduced as a new health plan option to SFHSS members for the 2022 plan year. Thus, the
2024 plan year will be the third year for the Health Net CanopyCare plan option.

There are no 2024 plan design changes approved for the Health Net CanopyCare HMO plan by the Rates and
Benefits Committee and HSB.

Based on the May 2023 membership, the aggregate 2024 projected cost for all four employers in the Health Net
CanopyCare HMO Plan for the 2024 plan year is $7.4 million, with $0.7 million in member contributions and $6.7
million in employer contributions. This results in an overall estimated total cost increase of $0.3 million from 2023 to
2024 for all four employers based on May 2023 membership, of which $0.2 million is attributed to CCSF and the
remaining $0.1 million is attributed to the other employer groups (e.g., CRT, USD, and CCD).

The 2024 Health Net CanopyCare (flex-funded) HMO plan rates are illustrated in exhibits 4a-4b in the adjoining
document.

Rates, Contributions, and Benefits for the UHC Medicare Advantage PPO/Split Retiree
Family UHC Non-Medicare PPO and EPO Plans for All Four Employers

As of January 1, 2017, all Non-Kaiser Medicare eligible retirees became covered under the UHC fully insured
Medicare Advantage (MA) PPO Plan. In 2024, the total per member rate for this Medicare plan will increase 15.0%.
The majority of total plan cost for the MA PPO plan is paid by the federal government—however, recent changes in
the government’s approach to increase in plan funding has resulted in a reduced level of funding increase into the
MA PPO plan (+3.2%) for 2024, relative to aggregate plan cost trend (+6.0%). This difference generates the
leveraged premium increase (+15.0%) in the SFHSS premium for 2024.

UHC is the plan administrator of the Non-Medicare PPO plan for individuals who are part of a retiree family where
one or more family member is not yet Medicare-eligible and enrolls in the Non-Medicare PPO plan, and one or
more family member is Medicare-eligible and enrolls in the UHC MA PPO plan. In addition, UHC is the plan
administrator for similarly situated Non-Medicare Split Family members who were previously enrolled in BSC
Access+ and Trio HMO plans through its Broad Select Network and Doctors Plan “Exclusive Provider
Organization”, or EPO, offerings respectively. Plan rates and member contributions for Non-Medicare Split Family
covered lives in the three UHC plans offered to these lives in 2024 are the same as corresponding plans offered
through BSC as outlined earlier in this document:

o Non-Medicare Split Family UHC PPO: same rates and contributions in 2024 as BSC PPO-Accolade.

o Non-Medicare Split Family UHC Broad EPO: same rates and contributions in 2024 as BSC Access+ HMO.

e Non-Medicare Split Family UHC Doctors Plan (Narrow Network) EPO: same rates and contributions in 2024
as BSC Trio HMO.

There are no 2024 plan design changes approved for the UHC MA PPO and Non-Medicare UHC PPO and EPO

plans for Split Family lives by the Rates and Benefits Committee and HSB.
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Based on the May 2023 membership, the aggregate 2024 projected cost for all four employers for the UHC plans
across active employees, early retirees, and Medicare retirees is projected at $126.7 million, with $18.7 million in
member contributions and $108.0 million in employer contributions. This results in an overall estimated total cost
increase of $15.8 million from 2023 to 2024 for all four employers based on May 2023 membership, of which $12.6
million is attributed to CCSF and the remaining $3.2 million is attributed to the other employer groups (e.g., CRT,
USD, and CCD). Table 3 (page 13) provides an overview of annualized costs for the UHC MA PPO plan as well as
the Non-Medicare Split Family covered lives PPO and EPO plans.

The 2024 UHC retiree plan rates are illustrated in the retiree rate columns of exhibits 3a-3b (UHC Broad EPO), 3c-
3d (UHC Doctors Plan EPO), and 5a-5d (UHC PPO) in the adjoining document.

Rates and Benefits for the Vision Plans for All Four Employers

Members enrolled in any medical plan offered by SFHSS also receive the Basic Plan vision benefits through Vision
Service Plan (VSP). The cost of the Basic Plan vision benefit is a component of the cost of the medical plan and
has been included in the rate exhibits referenced above. For the 2024 plan year, Basic Plan rates are remaining at
2023 levels.

There is also a buy-up Premier Plan available to SFHSS members, which was first offered for the 2018 plan year.
Members pay the full rate increment between Basic Plan rates and Premier Plan rates. For the 2024 plan year,
Premier Plan total premium rates are remaining the at 2023 levels.

Certain employees also have an employer-paid Computer Vision Care benefit, priced at $1.04 per employee per
month for 2024. Approximately 19,300 employees have access to this benefit.

There are no 2024 plan design changes approved for the Basic, Premier or Computer Vision Care plans by the
Rates and Benefits Committee and HSB.

Based on May 2023 enroliment, the aggregate projected 2024 employer cost for all four employers for the VSP
Basic vision plan is $4.88 million (88.0% of total Basic plan rates based on contribution sharing formulas), plus an
additional $0.24 million for the Computer Vision Care benefit. The employer portion of vision plan costs are
remaining the same from 2023 to 2024. VSP vision plan costs for all four employers are illustrated in Exhibits 6a-6b
in the adjoining document.

Rates, Contributions, and Benefits for Dental Plans for CCSF, Court Employees, and

All Retirees

Three dental plans are offered to CCSF/Court active employees and all SFHSS retirees — Delta Dental PPO,
DeltaCare USA HMO, and UHC Dental HMO. The Delta Dental PPO plan has a network of preferred providers
while the other two plans are dental HMOs with closed panels of providers. Information on proposed 2024 renewal
actions follows.

Delta Dental Active Employee PPO Plan (Self-Funded)

The Delta Dental PPO plan for active employees is self-funded and administered by Delta Dental of California
(Delta Dental). Future plan costs are projected based on the City employees' claim experience. Delta Dental's
administrative fee will increase slightly from 2023 to 2024, to $4.70 per employee per month. Monthly employee
contributions for CCSF employees in the Delta Dental PPO plan are $5.00 for the Employee Only tier, $10.00 for
the Employee +1 tier, and $15.00 for the Employee +2+ tier.

Due to favorable experience and a higher-than-typical rate stabilization offset, the aggregate total premium
equivalent rates for the self-funded active employee Delta Dental PPO plan for active employees are decreasing
6.9% for plan year 2024—a reduction of $2.9 million from 2023 active employee Delta Dental PPO plan rates.

There are no 2024 plan design changes approved for the Delta Dental Active Employee PPO plan by the Rates and
Benefits Committee and HSB.

Dental Active Employee HMO Plans (Fully Insured)
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Rates for both active employee HMO plans—DeltaCare USA and UnitedHealthcare—are remaining at respective
2023 rate levels into the 2024 plan year. There are no plan changes approved in these dental HMO plans by the
Rates and Benefits Committee and HSB. The active employee dental HMOs are fully paid by the employers with no
employee contributions.

Delta Dental Retiree PPO Plan (Fully Insured)
The Delta Dental PPO plan for retirees is fully insured with premiums fully paid by retirees with no employer
contributions. The Delta Dental Retiree PPO rate increase from 2023 to 2024 is 2.0%.

Dental Retiree Employee HMO Plans (Fully Insured)

Premium rates for the DeltaCare USA HMO plan are increasing 9.1% from 2023 to 2024 as a one-time reduction in
2023 premium rates attributable to a refund from Delta Dental on the DeltaCare USA HMO plan for September
2021 premiums due to pandemic impacts expires after 2023. Premiums for the 2024 plan year for this plan are
returning to 2022 premium levels.

Premium rates for the UnitedHealthcare Dental HMO plan are remaining at 2023 rate levels into the 2024 plan year.

There are no plan changes approved in these dental HMO plans by the Rates and Benefits Committee and HSB.
The retiree dental HMOs are fully paid by retirees with no employer contributions.

Dental Rates Summary
The 2024 dental plan rates are shown in the adjoining document for the Delta Dental PPO (Exhibits 7a-7b),
DeltaCare USA HMO (Exhibits 8a-8b), and UHC Dental HMO (Exhibits 9a-9b) plans.

The aggregate dental plan total cost for active employees for the 2024 plan year is projected at $39.3 million with
$3.6 million in member contributions and $35.7 million in employer contributions based on May 2023 enroliment.
This results in an overall estimated total dental cost decrease of $2.9 million (6.8%) from 2023 to 2024. Table 3
(page 13) provides an overview of annualized costs.

Life and Long-Term Disability (LTD) Insurance for CCSF, Court Employees, and
Municipal Executive Active Employees Only
Total premiums for basic life insurance (employer-paid), supplemental life insurance (member-paid), and long-term

disability (LTD) insurance (employer-paid) insured through The Hartford Life and Accident Insurance Company are
remaining at 2023 rate levels into the 2024 plan year.

The aggregate employer cost for the basic life insurance and LTD plans for the 2024 plan year is projected at $6.5
million. This includes $5.1 million in total LTD premiums and $1.4 million in basic life premiums. Additionally, there
is $0.8 million in projected member-paid 2024 supplemental life insurance premium. Annualized overall premiums
are shown in Exhibit 10 in the adjoining document.
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Summary of Projected 2024 Plan Year Costs

Table 3 below summarizes projected 2024 aggregate SFHSS plan costs across the plans available to active
employees and retirees relative to 2023 projections for those plans where the employers subsidize the total plan
cost. VSP Basic Plan (vision) costs are included in the medical plans' costs.

TABLE 3 — ALL FOUR EMPLOYERS
Distribution of Aggregate Plan Costs ($millions)

Aggregate Aggregate Member Employer
Member Employer Contributions Contributions
Contribution | Contribution Aggregate as a % of as a % of
Plan Cost Aggregate Aggregate
Costs Costs
Kaiser HMO $58.8 $490.0 $548.8 10.71% 89.29%
$ Change $6.6 $50.9 $57.5
% Change 12.56% 11.60% 11.70%
BSC HMOs/PPO $52.9 $354.8 $407.7 12.98% 87.02%
$ Change $3.7 $32.6 $36.3
% Change 7.42% 10.12% 9.76%
Health Net
CanopyCare HMO $0.7 $6.7 $7.4 9.37% 90.63%
$ Change $0.0 $0.2 $0.3
% Change 3.68% 3.67% 3.67%
UHC MA PPO / o o
Splits N-M Plans $18.7 $108.0 $126.7 14.76% 85.24%
$ Change $1.8 $13.9 $15.8
% Change 10.95% 14.78% 14.20%
Dental $3.6 $35.7 $39.3 9.17% 90.83%
$ Change $0.0 -$2.9 -$2.9
% Change 0.00% -7.43% -6.80%
LTD Insurance $0.0 $5.1 $5.1 0.00% 100.00%
$ Change $0.0 $0.0 $0.0
% Change 0.00% 0.00% 0.00%
Life Insurance $0.8 $1.4 $2.2 35.86% 64.14%
$ Change $0.0 $0.0 $0.0
% Change 0.00% 0.00% 0.00%
Total $135.5 $1,001.6 $1,137.2 11.92% 88.08%
$ Change $12.1 $94.8 $106.9
% Change 9.79% 10.46% 10.38%

NOTES: Figures vary due to rounding; dental costs reflect active employees only (retiree-pay-all dental plan costs not

included).
This year's projected aggregate medical cost increase of 11.19% (see page 3) is above average national
benchmark levels for health care cost trend. The "2023 Health Care Trend Survey" published by Aon indicates
combined medical/pharmacy expected cost increases of 7%. This result is primarily driven by high rate increases
for the BSC Access+ HMO plan (elevated plan experience), Kaiser HMO plan (elevated labor costs within Kaiser
Permanente system as well as elevated prescription drug costs), and UHC Medicare Advantage PPO plan (lower
increase in federal government funding of overall plan costs than typical in prior years).
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Conclusion

Based on extensive evaluation and collaboration with SFHSS, Aon validates all of the findings presented within this
r