File No. 120755 ' Committee Item No. 9
Board Item No. 1€

COMMITTEE/BOARD OF SUPERVISORS
AGENDA PACKET CONTENTS LIST

Committee: Budget and Finance Sub-Committee ~ Date 7/18/12

Board of Supervisors Meeting Date 7/2‘-/ /za

o
3
[
®
W
o
oy
q
a

Motion

Resolution

Ordinance

Legislative Digest

Budget and Legislative Analyst Report
Legislative Analyst Report

Youth Commission Report -

. Introduction Form (for hearings)
Department/Agency Cover Letter and/or Report
MOU . '

- Grant Information Form -

- Grant Budget
Subcontract Budget
Contract/Agreement
Form 126 — Ethics Commission

. Award Letter ‘
Application
Public Correspondence

I R v
O

'OTHER (Use back side if additional space is needed)

O

1

L O

N

L O

0 O

L O

1

Completed by:_Victor Young Date July 13, 2012
Completed by:_Victor Young ' _Date. 7~/9~/__

An asterisked item represents the cover sheet to a document that exceeds 25 pages.
The complete document can be found in the file.

1151



© 0 ~N O O A~ W N =

NN,NNNNAA_\'_\A_\_\.;A_\
(J"I-PWN'—\O(DOO\IU"UI-&WN—‘O

FILE NO. 120755 . RESOLUTION NO.
wal

31

[Establishing Monthly Contribution Amount - Health Service Trust Fund]

Resolution establishing monthly contribution amount to Health Service Trust

Fund.

.-
o~ LR W )
AR R R}

WHEREAS, Under Section AB.423 of Appéndix A to the City Charter, the Health
Service Board (the *HS Board”) is required to conduct a survey of the ten counties in
the State of Callfomla other than the City and County of San Francisco, having the
largest populations to determlne 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; and,

WHEREAS, Under Section AB.423, the HS Board is required to certify to the
Board of Supervisors “the average contribution” as determined by the survey; and,

WHEREAS, Accordihg to the California Department of Finance, the ten most
populous céunties 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’;); and,

WHEREAS, Acoording to the survey of each of the Survey Counties which was
completed on June 14, 2012, a copy of which is on file with the Clerk of the Board of
Supervisors in File No. 120755, which is hereby declared to be a part of thls resolution
as if set forth fully herein, the HS Board has determined that “the average contribution”

is t.he sum of five hundred thirty-four-d'ollars and seventy-eight cents ($534.78);

and,
Superviser Chu Page 10f2
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'WHEREAS, The HS Board has certified “the average contribution” to the Board

‘of Supervisors as required by Charter Section A8.423; now, therefore, be it

RESOLVED, That the certification by the HS Board of “the average contribution”
is hereby accepted and shall constitute the monthly amount to be contributed to the
Health Service Trust Fund for Plan Year starting January 1, 2013 and ending
December 31, 2013.

Supervisor Chu
BOARD OF SUPERVISORS
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BUDGET AND FINANCE SUB-COMMITTEE MEETING JuLy 18,2012

items 8 and 9 Department
Files 12-0754 and 12-0755 Health Service System (HSS)
EXECUTIVE SUMMARY

Legislative Objective

o The proposed ordinance (File 12-0754) would amend Administrative Code Section 16.703,
establishing the Health Service System’s calendar year (CY) 2013 health, vision, and dental
plans and premiums. :

e The proposed resolution (File 12-0755) would approve the CY 2013 employers’ health plan
premium contribution of $534.78 per member per month.

Fiscal Impact

e Under Proposition C, approved by the voters in November 2011, the Health Service System
will implement health plans on the calendar year rather than the fiscal year, as of January 1,
2013. In order to implement Proposition C, the Board of Supervisors previously approved
Health Service System health plans and premiums for the six-month period from July 1,
2012 through December 31, 2012 (Files 12-0050 and 12-0051). '

e The total costs for the City, employees, retirees, and their dependents of $591,749,136 n CY

- 2013 for the health, vision, and dental plans, and long-term disability and life insurance is
$8,040,874 or 1.4% more than the annualized costs for these plans of $583,708,262 from
July 1, 2012 through December 31, 2012.

o The City’s contribution per employee toward the total monthly premium in CY 2013 is
$534.78, which is $11.81 or 2.3% more than the City’s contribution of $522.97 from July 1,
2012 through December 31, 2012.

Policy Issues

e The Health Service Board has proposed changing the Blue Shield HMO plan from a fully-
insured plan to a flex funded plan. The flex funded plan differs from the fully-insured plan
in that (1) under the fully-insured plan, Blue Shield pays all covered claims, while (2) under
the flex funded plan, the Health Service System is responsible for paying aggregate claims.
that exceed the Blue Shield premium payments made by the City and employees. The
Health Service System’s responsibility for paying aggregate claims exceeding premium
payments is capped at 125% of the total amount of the premium payments. The Health
Service Board has recommended. the Blue Shield flex funded plan in order to reduce the
increase in the Health Service System’s employers’, employees’ and retirees’ CY 2013
premium costs.

o Although the Blue Shield flex funded plan could result in savings to the Health Service
System, the flex funded plan also transfers financial risk to the Health Service System if
aggregate claims costs exceed premium payments to Blue Shield. Therefore, the Budget
Analyst considers approval of the proposed Blue Shield flex funded plan in CY 2013 to be a
policy matter for the Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB-COMMITTEE MEETING JuLy 18,2012

» Recommendations
e Approve Resolution 12-0755, setting the City’s CY 2013 health plan premium contribution.

o Except for the Blue Shield flex funded plan, approve Ordinance 12-0754, establishing the
Health Service System’s plans and premiums for the Kaiser Health Plan, the City Health
Plan, the vision plans, and the dental plans, and life insurance and long term disability

payments.

o Approval of the Blue Shield flex funded plan under Ordinance 12-0754 is a policy matter for
the Board of Supervisors.

MANDATE STATEMENT/

The Health Service Board oversees the Health Service System. The Health Service System
administers non-pension benefits, including health, dental, vision, and other benefits that may be
available to City employees, such as life and long term disability insurance. ' -

The Health Service Board adopts the annual health, vision, and dental plans, and the respective
plan premiums and premium equivalents paid by employers and members.

e Health Service System employers include the City and County of San Francisco (“City”),
. the San Francisco Unified School District (SFUSD), the San Francisco - Cornmumty
College District (CCD), and the San Francisco Superior Court (Superior Court).

. Health Service System members arg 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
employees, and other legal dependents. '

Under City Charter Section A8.423, the Health Service Board is required to (a) conduct a survey
of the ten most populous California counties each year, excluding San Francisco, and (b)
determine and set the health plan premiums paid by the City, employees, and retirees. The City’s
contribution to the health plan premiums for each plan member is equal to the average of the
contributions made by each of the ten counties.

Proposition C

Under Proposition C, approved by San Francisco voters in November 2011, the Health Service
Board had the option of changing the health plan year from the fiscal year to the calendar year.
The Health Service Board adopted the calendar plan year in order to be eligible for other funds,
such as. the Federal Retiree Drug Subsidies, and to streamline some compliance and
administration functions. In order to implement the revised health plan year, the Board of
Supervisors previously approved a short plan year from July 1, 2012 through December 31, 2012

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB-COMMITTEE MEETING ' ' JULY 18,2012

(Files 12-0051 and 12-0050). The Health Service Board is now requesting approval for the
City’s calendar year (CY) 2013 health, vision, and dental plans as discussed in detail below.

File 12-0754: The proposed ordinance would amend Administrative Code Section 16.703 to (a)
approve the Health Service Systems’ CY 2013 health, vision, and dental plans and premiums,
and life insurance and long term disability insurance.

File 12-0755: The proposed resolution would approve the CY 2013 City’s health plan premium
contribution of $534.78 per member per month. :

Proposed Health and Vision Plans

The Health Service Board approved the Health Service System’s various proposed health, vision
and dental plans and monthly premiums for CY 2013 on April 12, 2012, May 10, 2012, June 1,
2012, June 14, 2012 and July 3, 2012. The Health Service System will continue to offer in
calendar year 2013 the three health plans currently offered, as follows. '

Kaiser Foundation Health Plan (Health Maintenance Orgaﬁization or HMO)1

The Health Service Board adopted no plan design changes to the Kaiser HMO.

Blue Shield of California (Blue Shield) HMO

The Health Service Board adopted no plan design changes to the Blue Shield HMO.

City Plan Preferred Provider Organization ( PPO)?

The City Plan is a self-funded plan administered by United HealthCare (UHC). The Health
Service Board adopted plan design changes to the City Plan in CY 2013, as follows:

(1) The Health Service Board extended the time period for plan participants to meet annual
deductible and out-of-pocket cost limits in CY 2013 by three months, from October 1, 2012
through December 31, 2012. This allows plan participants to apply a portion of the
deductibles and out-of-pocket costs incurred during the previous short plan year from July 1,
2012 through December 31, 2012 to costs incurred in CY 2013. Extending the time period to
apply deductible and out-of-pocket costs results in estimated cost increases to the City Plan
of $969,000, of which $740,000 will be paid by the employers, including the City, and
$229,000 will be paid by plan participants. '

(2) The Health Service Board approved changing the Medicare pharmacy plan to a Federal
Centers for Medicare and Medicaid Services (CMS) subsidized Employer Group Waiver

U An HMO offers care through a closed panel of providers, in which members select a primary care physician, who

coordinate care to direct access to medical services.
2 Under a PPO, physicians, hospitals, and other providers contract with a third-party administrator or insurer to

provide health care at reduced rates to members.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Plan (EGWP) from the current Retired Drug Subsidy plan. Health Service System is
expected to achieve $2,325,000 in annual savings under the Employer Group Waiver Plan.
Under the EGWP plan, the Health Service Board approved reducing the number of drugs
eligible for reimbursement under the City Plan’s formulary by 14. Current .City Plan
participants who use these 14 drugs would continue to be eligible for reimbursement.

Vision Plans

Members enrolied in one of the three health plans receive vision benefits through VSP, a third
party insurer. Monthly premium costs for vision plans are included i in the monthly health plan
premiums shown in Table 1 below.

~ Health Plan Premium Increases

~ Total monthly premiums for single employees (with no dependents), participating in the three
health plans in CY 2013 will increase by 1.3% to 6.4%, as shown in Table 1 below. Details of
.premium increases for all employees and retirees are contained in the July 9, 2012 memorandum
to the Board of Supervisors, provided by the Health Service System Director.

Table 1
Total Monthly Health Plan Preminm for Single Employees in CY 2013
July 1, 2012
g?go(f;g through December Increase Ef:;;:
31,2012
City Health Plan $1,258.97 $1,237.46 | $21.51 1.7%
Kaiser $537.02 $530.01 $7.01 1.3%
Blue Shield $647.16 $608.43 '$38.73 6.4%

The City’s Monthly Premium Costs -

The City’s contribution per employee toward the total monthly health plan premium is based on
a survey of California’s 10 most populous counties, as required by the Charter. The City’s
contribution per employee toward the total monthly premium in CY 2013 is $534.78, which is
- $11.81 or 2.3% more than the City’s contribution of $522.97 from July 1, 2012 through
December 31,.2012. The Attachment provides the results of the 10-county survey.

Blue Shield Premium Stabilization

The Health Service System received a credit from Blue Shield of $18.9 million in 2012 as part of
Blue Shield’s 2 Percent Pledge program, in which Bloe Shield credits customer’s net income
exceeding 2% of revenue. The Health Service Board approved use of $5.2 million of the $18.9
million credit to stabilize premiums for- dependents and reduce the impact of Blue Shield
premium increases ﬁom July 1, 2012 through December 31, 2012, leaving a balance of $13.7
million.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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In order to reduce proposed Blue Shield premium Increases in CY 2013 and stabilize
membership, the Health Service Board has approved (1) using $5.0 million of the unexpended
balance of $13.7 million to offset premium costs for dependents, and (2) moving active
employees and non-Medicare retirees from a fully insured HMO to a “flex funded” health plan,
as discussed in the Policy Consideration section below.

City Health Plan Premiuims

The City Health Plan is self-funded. Premiums are deposited into the Health Service System '
Trust Fund and used to pay claims. Monthly premium amounts are based on claims experience:
for each type of plan member: active employees, retirees with Medicare, and retirees without
Medijcare. In CY 2013, City Health Plan premiums include the costs savings noted above, and
cost increases due to the 3-month extension for deductibles and out-of-pocket costs, noted above.

Contingency and Stabilization Amounts

The Health Service System also sets aside a portion of the Health Service System Trust Fund
balance®to (a) provide contingencies for the self-funded City Plan and self-funded dental plan,
Delta Dental PPO; and (b) stabilize the City Plan and employees’ dental plan premium increases
by including prior years’ premium revenue surpluses or shortfalls when calculating required

premiums in the new plan year.

. The CY 2013 contingency amount, as calculated by the Health Service System’s actuary, Aon
Hewitt, is $10,900,000, of which $7,200,000 is the City Health Plan contingency and $3,700,000
is the Delta Dental PPO contingency. .

The CY 26 13 stabilization amount is $38,000.

Proposed Dental Plans

The Health Service System offers three dental plans, including one PPO, Delta Dental PPO, and
two HMOs, Delta Care USA and Pacific Union Dental. The Health Service Board has
recommended the following changes to the Delta Dental PPO plan:

(1) Members® payments for dental exams, x-rays, and cleanings for providers not in the PPO
network were increased from 0% to 20% of billed services;

2) Members’ payments for extractions, fillings, endodontic/root canal procedures, and oral
surgery for providers not in the PPO network were increased from 20% to 40% of billed
services; ‘

(3) Members’ payments for crowns and cast restorations for providers not in the PPO network
were increased from 20% to 50% of billed services;

(4) Lifetime maximum benefits for child orthodontics were decreased from $2,500 to $2,000 for
Premier network providers4 and $1,500 for out-of-network providers; and

3 As of May 2012 the Health Service System Trust Fund balaice was $57.1 million.
4 Delta Dental has three contracted networks: Premier, PPO, and PPO plus Premier.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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(5) Lifetime maximum benefits for adult orthodontics were decreased from $2,500 to $1,500 for
PPO network providers, $1,000 for Premier network providers, and $500 for out-of-network
providers.

The changes above are expected to achieve $591,000 in annual savings. The City contributes the
full monthly premiium for active employees for the two HMOs. The City contributés a portion of
the monthly premium for active employees for Delta Dental PPO, as shown in Table 2 below.
The City does not contribute to the monthly dental premium for retired employees.

Table 2
Total Monthly Dental Premiums

July 1,
2012 to
December | Increase/

LT : CY 2013 | 31,2012 | Decrease | Percent
Delta Care USA HMO
Single Employee $26.00 $26.00 ~ $0.00 0.0%
Employee + One Dependent $42.90 . $42.90 $0.00 0.0%
Employee + Two or More Dependents $63.45 $63.45 $0.00 0.0%
Pacific Union Dental HIMO
Single Employee - '$27.80 $27.80 $0.00 0.0%
Employee + One Dependent $45.90 $45.90 $0.00 0.0%
Employee + Two or More Dependents $67.86 $67.86 $0.00 0.0%
Delta Dental PPO _
Single Employee (Total Premium) - $63.47 $64.35 (50.88) (1.4%)
Less Employee Confribution (85.00) (85.00) $0.00 0.0%
City's Contribution $58.47 $59.35 ($0.88) (1.5%)
Employee + One Dependent (Total Premium) $133.29 $135.14 | ($1.85) (1.4%)
Less Employee Contribution ($10.00) ($10.00) $0.00 0.0%
City's Contribution $123.29 $125.14 | = (81.85) (1.5%)
Employee + Two or More Dependents (Total Premium) $190.42 $193.06 (82.64) (1.4%)
Less Employee Contribution : ($15.00) |. ($15.00) $0.00 0.0%
City's Contribution '$175.42 $178.06 (82.64) (1.5%)

Life and Long Term Disability Insurance

The Health Service System selected Aetna Life Insurance Company through a Request for
Proposal (RFP) process to provide life and long term disability insurance to City employees
eligible for coverage through the Memoranda of Understanding between the City and the
respective unions. '

"As shown in Table 3 below, the total City, employee, and retiree costs for the health, vision, and
dental plans, and long-term disability and life insurance will increase by $8,040,874, or 1.4%,
from $583,708,262 for July 1, 2012 through December 31, 2012 (annualized) to $591,749,136 in

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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CY 2013.° Attachment I, provided by the Health Service System, gives cost details for the City

and for employees and retirees.

Table 3

Total Health and Other Plan Costs for the City, Employees, and Retirees in CY 2013
Compared to Annualized Costs for the Six-Month Period from July 2012 through

December 2012
2012 CY 2013 ,
(July 1,2012 | (January 1, Total Costs
through 2013 I
ncrease/ Percent
December through (Decrease)
31,2012 December
annualized) 31,2012)
Kaiser HMO $232,160,501 | $234,735,416 $2,574,914 1.1%
Blue Shield HMO 251,104,950 | 258,173,555 7,068,605 2.8%
City Plan 59,476,200 60,288,439 812,240 1.4%
Subtotal Health and Vision Plan 542,741,651 553,197,410 10,455,759 1.9%
Dental Plans : ‘ 34,166,319 33,705,642 (460,678) | (1.3%)
Long Term Disability and Life Insurance 6,800,292 4,846,084 (1,954,208) | (28.7%)
Total City, Employees, and Retirees $583,708,262 | $591,749,136 $8,040,874 1.4%

POLICY CONSID

The Health Service Board has proposéd changing the Blue Shield HMO plan from
a fully insured plan to a flex funded plan. '

The flex funded plan differs from the fully-insured plan in that (1) under the fully insured plan,
Blue Shield pays all covered claims, while (2) under the flex funded plan, the Health Service
System is responsible for paying aggregate claims that exceed Blue Shield premium payments
made by the City and employees. Under the proposed flex funded plan, the Health Service
System would pay for aggregate claims costs that are more than 100% of premium payments to
Blue Shield up to a-cap of 125%°. '

According to Dr. Catherine Dodd, Health Service System Director, the $5 million stabilization
payment (see above) combined with the flex funded plan will reduce the amount of Blue Shield
premium cost increases that the City and employees would have otherwise paid. The Health
Service System estimates that CY 2013 total premium cost increases for the flex funded plan are
$20.7 million less than for the fully-insured plan, as shown in Table 4 below.

5 City costs are funded by General F und and non-General Fund sources. ,

®F or example, if the City's premium payments 10 Blue Shield, including employer and employee payments, were
$200 million in CY 2013, the Health Service System would be responsible for paying aggregate claim costs that
exceed $200 million up to a cap of $250 million.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Table 4

JuLY 18, 2012

Comparison of Blue Shield Cost Xncreases under Fully Funded and Flex Funded Plan

For All Health Service System Employers and Members

Estimated CY 2013 Premium Increase’
' .| Savings Under
| Flex Funded Flex Funded
Fully Funded Plan - Plan Plan
Employer Costs $14,900,000 $2,000,000 $12,900,000
Member Costs 14.900.000 7.100.000 7.800,000
Total - $29,800,000 | 3$9,100,000 $20,700,000

Source: Health Service System Report to the July 3, 2012 Health Service Board
! Includes $5 million stabilization amount

In order to meet potential claims costs that exceed premium payments, the Health Service
System actuary, Aon Hewitt, has proposed reserves totaling $24 million, including a claim
stabilization reserve of $7 million from the unexpended balance of the 2012 Blue Shield credit,
and an additional reserve of $17 million that will be funded over time from excess premiums
collected for the Blue Shield plan over claims.

The Health Service System previously offered a flex funded health plan through PacifiCare from
July 1, 2007 through June 30, 2009, in which the City was responsible for paying claims that
exceeded premium payments to PacifiCare. According to the Health Service System, PacifiCare
underestimated the ‘claims costs for active employees and non-Medicare retirees and set
premiums too low. As a result, PacifiCare collected $83 million in premiums and spent $105
million in claims, a shortfall of $22 million from July 1, 2007 through June 30, 2009. Under the
flex funded plan, the City was responsible for paying the $22 million shortfall in premiums
compared to claims. In order to increase the Health Service System Trust Fund balance
sufficiently to pay the $22 million shortfall when the City terminated the PacifiCare flex funded
plan, the City increased premiums to Blue Shield, Kaiser and the City Health Plan members from
2009 to 2012. :

According to Dr. Dodd, the Health Service System will be better able to manage the Blue Shield -
flex funded plan than the Health Service System was able to manage the PacifiCare flex funded
plan because implementation of the Blue Shield Accountable Care Organizations’ have resulted
in decreased utilization and claims costs. Additionally, the Blue Shield flex funded plan will be
the only HMO offered other than the Kaiser Health Plan HMO, whereas when PacifiCare was

7 Under Accountable. Care Organization programs, insurers provide incentives to providers through shared savings
programs for improving the quality of care and reducing costs Quality and costs of care are monitored through
utilization data, case management, and other protocols.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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the offered flex plan, the Health Service System also offered the Blue Shield HMO and the .
Kaiser Health Plan HMO. :

Although the Blue Shield flex funded plan could result in savings to the Health Service System,
the flex funded plan also transfers financial risk to the Health Service System if claims costs
exceed premium payments to Blue Shield. Therefore, the Budget Analyst considers approval of
the proposed Blue Shield flex funded plan in CY 2013 to be a policy matter for the Board of
Supervisors.

o Approve Resolution 12-0755, setting the City’s CY 2013 health plan premium contribution.

e Except for the Blue Shield flex funded plan, approve Ordinance 12-0754, establishing the
Health Service System’s plans and premiums for the Kaiser Health Plan, the City Health
Plan, the vision plans, and the dental plans, and life insurance and long term disability
payments. . . ' '

» Approval of the Blue Shield flex funded plan under Ordinance 12-0754 is a policy matter
for the Board of Supervisors. :

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
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Health Service System

CITY & COUNTY OF SAN FRANCISCO MYHSS.ORG

Memorandum
DATE: July 9, 2012
TO: Supervisor Carmen Chu ,
' - Board of Supervisors
FROM:  Catherine J. Dodd, PhD, RN %7(/\
Director, Health Service System
RE: ~ Annual Certification of 10-County Amount Pursuant to Section A8.423 of Appendix A to the

City Charter - Plan Year 2013

Attached are the followmg documents relating to the above matter:

1. Certification to the Board of.Supervisors, pursuant to Sectlon A8.423 of Appendlx A
to the City Charter, of “the Average-Contribution” as Determined by the Ten-County
Survey Required under Such Charter Section, as adopted by the Health Service Board
on June 14, 2012; and

2. Proposed Resolution Estabhshlng Monthly Contribution Amount to Health Service
Trust Fund. :

"Ne are happy to provide you with any additional reports or materials you may need in
~onnection with the enclosed ordinance.

Attach.

cc: Members, Health Service Board (w/electronic attach.) (via email)
'Erik Rapoport (w/electronic attach.) (via email)
Ben Rosenfield (w/electronic attach.) (via email)
Anil Kochhar (w/electronic attach.) (via email)
Tracey Loveridge (w/electronic attach.) (via email) -

) 1%

1145 Market Strest, 2% Floor Phone: (415) 554-1750 ' Fax: (415) 554-1721
San Francisco, CA 94103 {8PRyB41-2266



[2013 Certification of “the Average Contribution” Under Ten-County Survey]
CERTIFICATION TO THE BOARD OF SUPERVISORS,l PURSUANT TO SECTION A8.423
OF APPENDIX A TO THE CITY CHARTER, OF “THE AVERAGE CONTRIBUTION” AS
DETERMINED BY THE TEN-COUNTY SURVEY REQUIRED UNDER SUCH CHARTER

SECTION.

» WHEREAS, Pursuant to Section A8.423 of Appendix A to the City Charter, the
Health. Service Board (the “Board”) is required to conduct a survey of the ten counties in the
State of Califdrnia, 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; and |

WHEREAS, Pursuant to such Charter Section, the Board is required to certify to -
the Board of Supervisoré “the avefage contribution” (as such term is defined in such Charter -
Section) as determined by such survey; and |

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

WHEREAS, Under the survey of each of the Survey Counties which was
completed on June 14, 2012 (a copy of which is attached as Exhibit A hereto and made a part
hereof), the B.oard has determined that “the average contribution” is the sum 6f five hundred

thirty-four dollars and seventy-eight cents ($534.78); and

11667



WHEREAS, The Board,desires to certify “the average contribution” to the Board
of Supervisors as required under Section A8.423 of Appendix A te the City Charter; |
now, therefore, be it |

RESOLVED, That the Board hereby certifies to the Board of Supervisors that-
(a) the Board has conducted and completed as of June 14, 2012, a survey of the Survey
Counties as required under Section A8.423 of Appendix Ato the City Charter; and (b) “the
average contribution” (as such term is de‘r" ned in euch Charter Seetion) determined Under_
such survey is the sum of f've hundred thirty-four dollars and seventy-eight cents
($534.78); and, be it |

FURTHER RESOLVED, That the Board hereby authorizes the Dlrector of the
Health Serwce System to provide to or to execute and deliver to the Board of Supervisors, on
behalf of the Board, such further information, certlfleates, assurances or other documents as
~ the Board of Supervisors may require in connection with the current survey and cert'rﬁcetion

required under Section A8.423 of Appendix A to the City Charter.
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EXHIBIT A

Copy of Survey
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CERTIFICATION

.I hereby certify that | perform the functions of the Secretary of the Health Service Board, and
that the above Resolution was duly adopted and approved by the Health Service Board at a properly

noticed meeting on June 14, 2012.

Q%JW £ J e

Laini K. Scott
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San Francisco Health Service System
Board of Supervisors '

10 County Survey Results and Rates and Benefits Decisions for
Calendar Year 2013

July 18, 2012

Prepared by Aon Hewitt
Health and Benefits

| . AwHewrtt

10-County Survey Resulits

Exhibit 1
Dece b 1, g .
1 Los Angeles $498.57] $515.07] 3.10%
2 8an Diego $432.20 $444.86 283%
3 Orange $485.10] b506.84 4.50%
4 Riverside $537.43] $545.54] 1.51%
5 San Bernardino * $398.98 $398.98| 0.00%
8 Santa Clara * $543.13] $643.13 0.00%
7 Alameda $575.00) . $588.99] ) 243%
8 Sacramento $667.02] ) $696.00 4.34Y%
I} Contra Costa 3540.43| $553.15! 235%
10 Fresno 3450.80| $455.17 0.97%
10-County Average| $522 97| $534.78 226%

Starting with pian year 2013 and going forward, due o HSS's change to 2 calendar year plan, the 10-county survey

[ year change rule, app by the HSS board Apiil 12, 2012, s applied to all county's with calendar year
plans. Forthese counties the average employer contribution was trended forward fo overiap with the 2013 plan
year by 6 months.

* Plan years for these counties are not calendar year. Contribttions shown for these counties are forduly 2012 to
June 2013. The 10-county survey calendar year change rule does not apply to these counties.

Health & Benefits Consutting | July 18, 2012 | Board of Supervisers Presentation 1 AwuL’will :
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Kaiser HMO: Final Active/Early Retiree/Medicare
Monthly Contributions Calendar Year 2013 ‘

Exhibit 2

Mambers  [July-December 2012 $0.00 §$7.04 $243.05] $3.52 $605.76
Plan Year 2013 $0.00 $2.24 $247,001 $1.92 $268.61 $0.00  $iBE.70 $490.23 $610.74
% inorease 0.00% -£8.21% 0.83%; £8.24% 0.22% 0.79%| 0.00% 0.00% 0.00% 0.82%
§ inoreass - $0.00 {$4.80) (32.06) {32.40) $0.50 $5.57, $0.00 $0.00 $0.00 $4.98
Employer [July-Decembar 2012 $530.01  $1,051.86 $1,248.01 $1,061.48 $1,325.96 §$1,325.85 3442 $SOLA2 $501.12 $501.12
Plan Year 2013 $537.02  §1,089.77 $1,26005(  §1,076.98 $1,344.48 $1,344.48] $335.43  §50243 $502.13 $502.13
% increase 1.32% 1.69% 1.61%| 1.46% 1.40% 1.40% 0.30% 0.20% 0.20% 0.20%
$ inorsase §7.01 $17.81 $20.05 $15.52 $18.52 $18.52| $1.01 $1.01 $1.01 $1.01
Total [ July-December 2012 $630.01 §1,069.00 - §1,498.06) $1,064.98 $1,692.87 $2,033,04 $334.42 $667.82  $1,000.38 §1,106,88
Plan Year 2013 $637.02  §1,072.01 $1,516,08 $1,078.10 §1,692.08 $2,057.13 $235.43 $658,83  §1,001.36 $1,112.87
% incrazse 1.22% 1.3% 1.20% 1.23% 120% 1.18% 0.30% 0.15% 0.10% 0.54%
$ inorease $7.01 $13.01 §17.99; $13.12 $19.12 $24.09 $t.0 $1.0 §1.01 $5.89

= The total aggregate annual cost for plan year 2013 is $298.5M
= The overall increase reflects a 1.08% or $3.23M
= This translates to an decrease of ($447,000) for members and an increase of $3.67M for the employer

* Excludes additional negotiated contributions which apply to certain collectively bargained employees
* Total premiums include vision costs, $2.05 HSS Communications and Healthcare Sustainability

expense, and are adjusted for the final 10-county survey

2 Aml Tewill

Health & Benefits Consulting | July 18, 2012 | Board of Supervisars Presentation

Blue Shield HMO: Final Active/Early Retiree/Medicare
Monthly Contributions Calendar Year 2013

Exhibit 3

Members  [July-December 2012
Inftial Cortribition
Rate Stablization
Plan Year 2013
% increase
$ increase
Employsr |Jdy-December 2012
Pian Year 2013
% increass
s increase
Total [July-December 2012

Plan Year 2013 4647.15 $1,282.31
% increase 6.36% 8.20% £.26%| £8.30% 6.27% £.26%| -10.48% -50.62%

$ ingease SBT3 - $76.44 $107.75) $85.41 $12283 $154.14) 42! ($B6.

54 ($54.30
$1,36D.87 $1,214.78 $1314.78

$1,827.77| $1,436,98 $2,081.14 $2,616.60] $63.30 5724.67 $1,086,18 $1,307.16
~10.67% -D.58%

(§129.60) ~ (57

= The total aggregate annual cost for plan year 2013 is $307.6M

= The overall increase refiects a 3.05% or $9.1M ’

= This translates to an increase $2.0M for members and $7.1M for the employer

= Excludes additional negotiated contributions which apply fo certain collectively bargained employees

= Total premiums include vision costs, $2.05 HSS Communications and Healthcare Sustainability
expense, and are adjusted for the final 10-county survey

= July 1, 2012 to December 31, 2012 rates include $5.2M rate stabilization

= 2013 plan year rates include $5.0M rate stabilization

3 AMI Tewill

Health & Benefits Consuting | July 18, 2012 | Board of Supervisors Presentation
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City Plan (UHC): Final Active/Early Retiree/Medicare
Monthly Premium Rates Calendar Year 2013

Exhibit 4
R PREMIUM | STABiLtzaTioN
| CATEGORY, EQUIVALENT - | -~ AMOUNT-

Actie EE 12160 1577 s1.za7.46| 1,253 $0.64 $1,25897] 174%
Aclie EE + 1 240015 1) 243113 S24n237 $1.26 24RH 1.75%
Actie EE + 2 BIER (33 S41011 346798 .78 4077 207%
Early Reliree EE 140873 $18.24 1,427, 146574 Y $1,458.49 277%
Early Refires EE + 1 R2TU2 $5% §2,810.25] $2.887.47 $1.47 288854 279%
Early Refires EE+2 LM st sz | msen 1.9 390478 281%
Medicare Reliree EE 397 B05 - 4@ $a75.14] = 7EY 0.9 37449 o174
Medicare Refiree EE + 1 1,30 §70636 $0.54 $71550 1265 036 . $7i4n] 025%
Medicare Retiree EE +2 17 $1,831.76 s2.12 1,703,688 $172028 w088 . §1,730:18] 1.54%
Amalized using December 31, 2011 counts 7475 - sRe1mom SUB000 - $TRETEO00  §74,807,000 SBOOD  $74,845,000) 1.31%
Estimated cost increase plan year 2013 $959,000

* The overall increase reflects a 1.31% or $969,000

= This translates to an increase of $229,000 for members and $740,000 for the employer

= Excludes additional negotiated contributions which apply to certain collectively bargained employees

= Total rate includes medical, pharmacy, vision premiums, $2.05 HSS Communications and Healthcare
Sustainability Expenses, and claims stabilization amount

Health & Benefits Consuiting [ July 1, 2012 | Board of Supervisors Presentation 4 Am[[e\\'ill,

City Plan (UHC): Final Active/Early Retiree/Medicare
Monthly Contributions Calendar Year 2013 ‘

Exhibit 5

oZ-- - Eafly Retirée - - ¢ T

-~ Medicare Refireg .-~

... Active (Bargaingd) " .-

E g - 3 5 Nedicare

Members  July-December 2012 $0.00 $1,182.12 $2,170.10| $357.24 $1,046.85 $2,036.83 $0.00 §170.38 $518.50 $1,158.36
" Plan Year 2013 $0.00 $1,212.81 $2,228.95] $362.09 $1,073.16 §2,089.30| $0.00 $168.75 $508.96 §1,185.89

% increass 0.00% 2.60% 271% 1.36% 232% 2.58% 0.00% -0.37% -1.84% 2.38%

$ increass $0.00  $30.70  §58.85 $4.85  $24.32  $5247| $0.00  (30.62) ($9.54)  $27.54

Employer  July-December2012 | $1,237.46 $1249.01 $1,245.01| $1,068.79 $1,761.40 $1,781.40] $375.14 §54553 $545.53  $54553
Plan Year 2013 $1,258.97 $1,260.82 $1,260.82($1,104.40 $1,815.48 $1,815.48] 537449 $544.25 $544.26 §544.25

% increase 1.74% 0.95% 0.95% 324% 3.07% 3.07%| 0.17% -0.23% 023% 023%

§ increama $21.51 $11.81 $11.81 §$34.61 §54.08 $54.08] ($0.54) (81.26) {§126) ($1.25)

Total July-December 2012 | $1,237.46 $2,431.13 $2419.11) $1,427.03 $2,810.25 $3,798.23| $375.14 $715.90 $1,064.02 $1,703.88
Plan Year 2013 $1,258.97 $2,473.63 $3,480.77|$1,456.49 $2,388.64 $3,904.78 $374.49 $714.02  $1,053.22 $1,730.16

% increase 1.74% 1.75% 2.07% 277% 2.79% 281%| -0.17% -0.26% -1.02% 1.54%

$ Increass $21.51 $42.51  $70.67 $39.46 ° $78.40 $106.56(  (50.64)  (31.89) ($10.80)  $26.27

= The total aggregate annual cost for plan year 2013 is $74.8M

= The overall increase reflects a 1.31% or $969,000

« This franslates fo an increase of $229,000 for members and $740,000 for the employer

» Excludes additional negotiated contributions which apply to certain collectively bargained employees

~ Total rafe includes medical, pharmacy, vision premiums, $2.05 HSS Communications and Healthcare
Sustainability Expenses, and claims stabilization amount

= Employer contributions include 10-county contribution amount and final Kaiser pick-up

Health & Benefits Consulting | July 18, 2012 | Board of Supervisors Presentation s Amuewﬂ[,
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VSP Vision: Final Active/Early Retiree/Medicare
Monthly Contributions Calendar Year 2013

Exhibit 6

Members|July-December 2012
Pian Year 2013 -§3.78 $7.58
% increase 0.00% 0.00% 0.00%
$ increase $0.00 $0.00 $0.00

$7.58 $10.73  $10.73
0.00% 0.00% 0.00% 0.00%
$0.00 $0.00 $0.00 $0.00

= Vision rates are included in health plan rates

5 AON] lewill

Health & Benefits Consulting | July 18, 2012 | Board of Supervisors Presentation

'Delta Dental PPO: Final Active/Retiree
Monthly Contributions Calendar Year 2013

Exhibit 7

Wembers|JUly December 2012 | $64.35 §$135.14 53087  $79.80
" |Ptan Year 2013 $6347 -$13329 §190.42| §30.87  $79.80
% increase 4.36% -1.37% -1.37%| 0.00%  0.00%

$ increass (50.88) (5.85) ($2.64)  $0.00  $0.00

i

+ The full Delta Dental PPO decrease of -1.4% or. ($521K) will be absorbed by the employers
« Excludes additional negotiated contributions which apply to certain collectively bargained employees

7 . Amlle\\-ill

Health & Benefils Consutting | July 18, 2012 | Board of Supervisers Presentation
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Delta Care USA : Final Active/Retiree
Monthly Contributions Calendar Year 2013

Exhibit 8
Members[July-December 2012 |  $26.00  $4290  $63.45 $a1.70  $52.31
Pian Year 2013 $26.00 $42.90 $63.45| $3170  §52.31
% increase 0.00%  0.00% 0.00%] 0.00%  0.00%
$ increass $0.00  $0.00  $0.00] $0.00  $0.00

= Excludes additional negotiated contributions which apply fo certain collectively bargained employees

Heaith & Banefits Consuiting | July 18, 2012 | Board of Supervisors Presentation
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Pacific Union Dental: Final Active/Retiree
Monthly Contributions Calendar Year.2013

Exhibit 9

.- - Active {Barpained) - - Early Retiree - -

[t ]

Members|July-December 2012 $27.80 §45.90 $67.85] $16.47 $27.20
Plan Year 2013 $27.80 $45.90 $67.86 $'16.47 $27.20
% increase 0.00% 0.00% 0.00% 0.00% 0.00%
$ increase 3$0.00 $0.00 $0.00 $0.00 $0.00

* Excludes additional negofiated contributions which apply to certain collectively bargained employees

Health & Banefits Consulting | July 18, 2012 | Board of Supervisors Presentation
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Life and LTD (Long Term Disability)
Plan Year 2013 Aggregate Costs

Exhibit 10

Basic Life $375,000 . §316,000 {$5¢,000)
Supplemental Life/Dependent Life $89,000 $77.000 ($12,000)
- Long-Term Disability* $8,068,000 $5.687,000 29.5% ($2,381,000)
Total i 1d Annual Costs $8,532,000 46,080,000 ~28.7%)| ($2,452,000)
Total Esti d Four{4} Year Rafe $0

Life Insurance Plans :

« The total aggregate annual cost for plan year 2013 is $393,000

= The overall decrease is -15.3% or ($71,000) .

« This translates to an decrease of ($12,000) for members and a decrease of ($59,000) for the
employer

LTD (Long Term Disability) Plans

« The total aggregate annual cost for plan year 2013 is $5.69M

< The overall decrease Is -29.5% or ($2.38M)

* The plan is 100% employer paid so the decrease of ($2.38M) will go to employers

0o AON) ewill
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All Plané — 2013 Aggregate Cost Savings ($Millions)

Kaiser HMO? $0.00 $0.00 $0.00
Blue Shield HMO*® $25.23 §12.12 $13.11
Total $26.84 $13.19 $13.65

Total $2.45 ) $2.44 $0.01

Grand Total $20.58 $16.22 $13.65

Footnotes:

1-Reflects EGWP savings and 3-month carry over

2-Vision benefits are included and reflect no year over year cost change
3-Based on the adoption of Biue Shield Flex-Funding and $5M rate stabilization

14 Aml Tewill
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Distribution of Aggregate Plan Costs ($Millions)

Exhibit 12

$ Increase
% Increase
CHiRlanRRsTe

§ Increase

~$ Inorease
% Increase

T 100.00%!

§ Increase

% Increase
) 43
§ Increase X ~$D [ |
% increase § -13.47%| = -15.79% -15.; 35%
B = 2 A B e R 27 5 =
§ increase §1.8 $8.5 $10.3
[ % Increase | 2.08%] 1.34%| 1.43%] | —

* Figures vary dus to rounding
** Denfal costs are for ective employees only, refirees and surviving spouses have pot beenincluded

= The projected 2013 aggregate cost is only 1.43% or $10.3M higher than the
annualized short plan year costs

Health & Banefits Consulting | July 18, 2012 | Board of Supervisers Presentation . 12 Awl lewilt

Calendar Year 2013 City and County of San Francisco (City)
Employer Employee, and Retiree Premium Costs .

Exhibit 13
2013
DulvL, 2002 a3
through December Increase/
a1, 2012 through December (Decrease) Percent
<o) 31, 2013)
Gity Costs R
Kaiser HMO $210,568,789 $213,512,253 $2,943,453 14%
Blue Shield HMO 214,945,137 220,221,904 5,276,767 25%
City Plan 47,381,423 48,002,758 621,335 13%
Subtotal Health and Vision Plan 472,895,349 481,736,914 8,841,565 1%
Dental 31,584,164 31,123,486 (460,678) -15%
Long Term Disability and Life Insurance 6,729,515 4,784,845 (1,944,670)|  -28.9%
Total City Costs $511,208,028 $517,645,245 $6,436,217 13%
Employee and Retiree Costs
Kaiser HVIO $21,59L,712 $21,223,163 ($368,549)| -A7%
Blue Shield HMO . 36,158,813 37,951,651 1,791,838 5.0%
City Plan 12,094,777 |. 12,285,682 190,905 16%
Subtotal Health and Vision Plan 69,846,301 | 71,460,496 1,614,194 23%
Dental 2,582,155 2,582,155 [ 0.0%
Long Term Disabillty and Life Insurance 0,777 61,240 9,53 -13.5%
Jotal Employee and Retiree Costs $72,499,234 574,103,891 $1,604,657 2%
Total Costs

Kaiiser HMO $232,160,501 $234,735,416 $2574914 |  11%
Blue Shield HMO 251,104,950 258,173,555 7,058,605 2.8%
Clty Plan 58,476,200 60,288,439 812,240 14%
Subtotal Health and Vision Plan 542,741,651 553,197,410 10,455,759 1%
Dental 34,166,219 33,705,642 | (as0,678)f -L3%
Long Term Disability and Life insurance 6,800,292 4,846,084 {1,954,208] -28.7%
Total Costs. §583,708,262 $591,749,136 $8,040,874 14%

* Total employer costs paid for by the City have increased 1.3% or$6,436,217

* Total City Employee and Retiree Costs have increased 2.2% or $1,604,657

+ Total gross costs (Employer and Employes costs combined) for City employees and retirees
have increased 1.4% or $8,040,874

Health & Benefits Consufting | July 18, 2012 | Board of Supervisors Presentation- 12 AONI Tewdll
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Board of Supervisors

Aplprovall of Health Service System
Rates and Benefits for Plan Year 2013

Catherine Dodd, PhD, Health Séwice System Director
July 18, 2012 ' '

' Health Service System

~ CITY & COUNTY OF SAN FRANCISCO

Brora?d of Suberivisdrjs:Bu'dgrét: Hearing

- Good News: Aggregate 1.4% Rate Increase
* Flex-Funding Blue Shield HMO

- Stabilizing Risk in 2013 with Blue Shield HMO
Rate Stabilization

* Sustainable Benefits: More Work To Do

~ Health Service Systeﬁ '

CITY & COUNTY OF SAN FRANCISCO - ' © MYHSS.ORG .
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Good News: 1.4% Aggregate Increase
Members Employers Total " Year over Year
Pay Pay Cost % Increase
Kaiser HMO ~ $25  $2735  §$2085 1.09%
Blue Shield HMO - $43 $264.6 $307.6 3.05%
City Plan PPO . $15 . 8598 $748 . 131%
Dental Plans $3.2 $39 $42.3 1.35%
LTD : $0 $5.7 $5.7 -29.5%
Life $0.1 $0.3 $0.4 -15.35%
TOTAL $86.4 $642.9 $729.3 1.43%
Dollars in millions. Data for all employers: CCSF, SFUSD, SFCCD.

Service System
OF SAN FRANCISCO

14.0%
12.0%
10.0% 1SS
B.0% - CalPERs
6.0% -—-CA
4.0% -~ National
2.0% <« Inflation
0.0% —-
_2_00/0 e T e ety C b etk
2008 2008 2010 ) 2011 2012 2013
" Health Service System B R
R - HYHSS.ORG

-~ CITY 2 COUNTY OF SAN FRARCISCO °
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' 2013 rates benefited from:

Good News: Dental, LTD, Life

+ Dental PPO co-pays adjusted to discourage utilization of
out-of-network dentists ($591,00 annual savings).

+ Competitive RFP resulted in new vendor (Aetna) for Long Term
Disability and Group Life Insurance ($2.44M annual savings).

- CITY & COUNTY OF SANFRANCISCO

Good News: Medicare Retlree Plans

2013 Medicare retlree plans benefited from:

* Increased federal relmburseme-nts-for Medicare Advantage
(Kaiser and Blue Shield).

+ Implementation of federal Employer Group Waiver Plan. (EGWP)
for City Plan PPO takes advantage of increased Medicare
pharmacy subsudles (Affordable Care Act; $2.33M annual savings).

* HSS operations oversight ensures all Medicare- -eligible members
are Medicare enrolied.

: Héa!th Sénice,Syétem R , ' i SR 1

_CITY & COURTY OF SAN FRANCISCO - e ) R MYHSS.0RG
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Good News: Kaiser

2013 Kaiser rates benefited from:

- Migration of families into Kaiser over past two years,
lowering risk in this plan.

+ Sunset of federal faw !inking federal employee health benefits
(FEHB) to a group of employers that included HSS. (Previously
Kaiser could not lower HSS rates without lowering rates for FEHB.)

. Detailed actuarial analysis allowed HSS to effectively negotiate
with Kaiser.

« Formation of ACOs fostered competition with Kaiser.

Good News: Blue Shield of California
2013 Blue Shield active employee/early retiree plans

benefited from: '
- Flex-funding for active employees and early retirees.

« Rate stabilization for families.

= Detailed actuarial'ana!ysis allowing HSS to effectively negotiate
and drive adoption of cost-saving alternatives. '

i'; 8
MYHSS.ORG

' Health Service System

' CNYECOUNTYOFSANFRANCISCO ~ -
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Blue Shield Fully-Funded vs Flex-Funded

Many large employers, including CalPERS, are taking
control of costs by moving to flex-funding.

FULLY-FUNDED FLEX-FUNDED
Rrsk ana]ysrs based on ex’tended perrod. Risk analysis based on previous 12 months
;m excess of most reoent 12 months "7 of claims (better trends due to ACOs)

If claims are less than premiums
* HSS Trust Fund keeps money

'BSC holds all claim re‘seriie:'smaha interest  HSS Trust Fund holds claim reserves/
: - o - interest

' Health Service System

- CITY & COUNTY OF SAN ERANCISEO -~

* Board of

Blue Shield Fully-Funded vs Flex-Funded

FULLY-FUNDED . FLEX-FUNDED

If-clairhs are more than prerrnums * If claims are more than premiums HSS trust
Blue Shreld pays’ ; 1'-"2‘\_,-»,, - . liability limited to $1M per claim max

Only provrders and BSC have access to . HSS has increased access to claims,
‘utrllzatron clalms data Lo : espeually fee-for-service hospital bills

$312M aggregate premlum cost : $297M aggregate premium cost

15 64% aggregat > ,premlum rate i
‘increase for actrves/early‘ ret|re
'compared to 20127 -

10 12% aggregate premium rate increase
for actrves/early retirees compared to 2012

 Health Service S}rstem o R SR 0.

CITY & COUNTY OF SAN FRANCISCO e . S MYHSS.ORG -
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Board Chooses Flex-Funded HMO

. HSS voted to apply money to trust fund reserves required for
flex-funding to active and early retiree plans, instead of
depleting trust by paying higher premiums to BSC for 2013.

« $7M in reserves established in 2013, with $31M reserve goal
over next few years. Will be monitored monthly.

« If trust money was spent on higher premiums for fully-funded
plan in 2013, it would be gone. Board would not have the
resources to implement flex-funding (and attempt to build
reserves) in the future. -

Flex-Funding Financial Risk

$26M max liability
Distribution of Total Arnuat Paid Claims After Stoploss R

[ . i - N
S p Sa75M S280M  S2ESM S200M  $295M  S300M  $305M c

Flex-funding risk without rate stabilization.

Heth Service System
- CITYE COUNTY OF SAN FRANCISCO




. Bpafdbf Supervisors Budget Hearingr}'{i' R '::Jﬁly 2@12 -

Flex-Funding Financial Benefits

e e For Setvice
e Cagitalion Fees Paid

s Fixed Costs
510,502,000 -§ - "y g o b T3 °%E : ~——Total Premiums Pald (ER REE}

Aon Hewitt: Claims experience indicates HSS would have saved an
average of $7 9M if HMO plan had been flex-funded in pﬂor years.

Stabilizing Risk in Blue Shield HMO
Health Service Board also voted to apply $5 million in

Blue Shield pledge credit money to stabilize emp!oyee and
early retiree family Blue Shield premium rates in 2013.

« This is Blue Shield pledge credit funds—not taxpayer dollars:

« Rate stabilization lowered rate increase to about 4% for
active and early retirees enrolled in Blue Shield. Board
prevented a catastrophic migration out of Blue Shield, which
currently has 43% of the membership (44,456 covered lives).

« Total aggregate cost for Blue Shield reduced to $287M,
‘because reduced premium costs prevented migration.

'AVHealtr_ri:iSEn;icé System S

" CITY & COUNTY OF SAN FRANCISCO - -
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Flex-Funding Financial Risk
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'$265M  5270M $2Z75M $280M $285M  5290M S295M -

Flex-funding risk with rate stabilization.

Flex-Funding Financial Risk
. With a fully funded plan, you pay higher premiums, at no risk.
With flex-funding the Health Service System pays less, but
assumes risk. If claims excee_d premiums, the trust must pay.
< Actuary Aon Hewitt’s analysis (with rate stabilization):
» 98.8% probability claims will be below $287M (break even)
- 95% probability claims will be below $284.7M (+$2.3M)

+ 50% probability claims will be below $279M (+$8M)
+ The worst case scenario is that claims will exceed projections by

$31 million. This is more than than is currently held in the trust.
(No actuarial projections came close to this maximum liability.)

" Health Service System R 18
: - MYHSS.ORG

' CITY & COUNTY OF SAN FRANCISCO
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Plan Migration, Risk and Premium Costs

« [f 2,000 members move out of Blue Shield and enroll in Kaiser

for family coverage, premiums for these individuals will cost
$9.78M less, paid at the lower Kaiser rate.

- But the loss of these (younger, healthier) members would

Sustai_nable Benefits: More Work 'To Do

We are holding the line, but the “fire” of escalating healthcare costs
is still burning. We need to use our power as the government and
as the largest purchaser of healthcare to:

* Increase employer purchaser access to claims and cost data.

Support changes in doctor and hospital payment systems S0 we are

increase risk in the Blue Shield insurance pool, resulting m
aggregate premium rates that are $10.4M higher.

= Total loss to employers and members = $1 million.

Ensure fair competition.in the local healthcare market for the long term.
HSS can't effectively negotiate without market competition.

Maintain a choice of affordable, quality plans (balanced risk pools).
Take advantage of the momentum of federal healthcare reform.

Incentivize employee and retiree wellness.

paying for quality outcomes not fees for service .
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