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FILE NO. 120050 ORDINANCE NO.
[Administrétive Code - Health Service System Plans and Contribuﬁon Rates]

Ordinance amending the San Francisco Administrative 'que, Chapter 16, Article XV, of
Part 1 by amending Section 16.703‘regarding Board approval of Health Service System

Plans and Contribution Rates.

Note: Additions are sm,qle underllne n‘alzcs Times New Roman;
' deletions are

Board amendment additions are double underlmed

Board amendment deletions are strikethreugh-normal.

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

Section 1. The San Francisco Administrétiv_e Code is hereby amended by amending
Section 16.703, to read as follows: -

Sec. 16.703 HEALTH SERVICE SYSTEM; PLAN AND CONTRIBUTIONv RATES.

Changes in contribution rates adopted by the Health Service Board, as respects the

plans of the Health Service System, to become effective on Sy 204 July 1, 2012 for the

ﬁﬁea#six—month plan year July1-204+July 1, 2012 through Jame—.?@,—EQHDecember 31, 2012,

approved by the Health Service Board in actions taken by it on Jaﬁﬁaﬁa—B,—}QJ—}January 12,

|| 2012, which plans and contribution rates are on file with the Clerk of the Board of Supervisors,‘

are hereby approved.

APPROVED AS TO FORM: , -
DENNIS J. HERRERA, City Attorney

See File for Signature.

By:

Erik Rapoport '
Deputy City Attorney

Supervisor Chu ‘ .
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BUDGET AND FINANCE COMMITTEE MEETING . ’ FEBRUARY 1,2012

ltems 5 and 6 o ' Department |
Files 12-0051 and 12-0050 Health Service System (HSS)

EXECUTIVE SUMMARY

o Legislative Objective
o The proposed ordinance (File 12-0050) would amend Section 16.703 of the City’s
Administrative Code, to (a) approve the FY 2012-13 health plans ‘offered by the Health
‘Service System (HSS) to its members, and (b) set employer and member contributions for the
monthly health plan premiums for the first six months of FY 2012-13, from July 1, 2012 to’
December 31, 2012 (Short Year). ’ '

e The proposed resolution would approve the FY 2012-13 employer’s health plan premium

" contribution of $522.97 per member per month. The monthly employer contribution is based |
on the results of the ten-county survey conducted by the Health Service Board (HSB), as
required by the Charter. .. ' S ‘

Fiscal Impact

‘e Pursuant to approval by voters of Proposition C on November 8, 2011, the HSB approved a
change in the plan yedr from a fiscal plan year to a calendar plan year, starting January 1,
2013. HSB is proposing a one-time six month plan year of July 1, 2012 to-December 31,
2012, The HSB will conduct another ten-county survey of employer contributions and will
consider new health plans, benefits, and premiums for calendar year 2013 at its May 2012
meeting. ‘The new health plans, benefits, and premiums will be presented to the Board of
Supervisors for approval in June, 2012. '

e Based on the results of the ten-county survey conducted by the Health Service Board, the
employer’s FY 2012-13 contribution to the health plan premium is $522.97 permember  per
month, which is an increase of $19.03 or 3.78 percent from the FY 2011-12 employer’s
contribution of $503.94 per member per month. S

e According to HSS, the total costs for all health plans for the first six months of FY 2011-12 is

$351.3 million. N :
B , Policy Issues

e Under Proposition C, in order to reduce health plan costs, (a) elected officials and City
employees who were hired after January 1, 2009 are required to contribute up to one percent
of their compensation toward retiree health benefits to be matched by the City; and (b) for
former elected officials and City employees, who (i) left City employment prior to June 30,
2001 and who have already retired or retire after January 6, 2012, and (ii) who had previously
vested in retiree health benefits, the- City contribution to the health plan prémium remains at
the same contribution level as on the date when the former elected officials or City employees
left City employment. According to Ms. Catherine Dodd, Director of the Health Service
System, implementation of Proposition C has not yet reduced the City’s costs for health plan
premiums. - '

Reconimendations

o _Approve the proposed ordinance and resolution.

SAN FRANCISCO BOARD OF SUPERVISORS ) ‘ BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING . . . FEBRUARY 1, 2012

MANDATE STATEMENT/BACKGROUND

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

HSB adopts the annual health plans and the health plan premiums paid by 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 (CCD),
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, surv1V1ng spouses of deceased employees, and other
legal dependents. ,

Under Section A8.423 of the City Charter, HSB 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. The employer’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

San Francisco voters approved Proposition C on November 8, 20 1‘1, to reduce the City’s costs
for pensions and retiree health plans. Under Proposition C,

o Elected officials and City employees, who were hired on or before January 9, 2009 must
contribute up to one percent of their compensation toward their retiree health care, w1th a
- matching one percent contribution by the Crty, and

e For former elected officials and City employees, who (a) left City employment prior to
June 30, 2001 and who retired or will retire after January 6, 2012, and (b) who had
previously vested in retiree health benefits, the City contribution to the health plan
premium remains at the same contribution level as on the date when the former elected
official or City employee left City employment. '

) Proposition C (1) removes the requirement that the Health Service System offer at least one plan -
that allows plan members to choose whichever licensed medical provider that City employees
want; and (2) allows the Health Serv1ce Board to expend monies on ways to limit health care
costs.

Proposition C also allowed the HSB to change the plan year from a fiscal plan year (July 1
through June 30) to a calendar plan year, (January 1 through. December 31). The Board of

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET ANb LEGISLATIVE ANALYST
: 5&6-2 :



BUDGET AND FINANCE COMMITTEE MEETING ’ ‘  FEBRUARY 1,2012

Supervisors previously approved the health plan premiums, benefits, and employer and member
contributions toward monthly premiums for the fiscal plan year from July 1, 2011 through June
30, 2012 (Files 11-0069 and 11-0076). In order to change the plan year from a fiscal plan year to '
a calendar plan year as required by Proposition C, the Health Service Board approved health plan
premiums, benefits, and employer and member contributions for the Health Service System’s
health, dental, and vision plans for the remaining six months of the calendar year, from July I,
2012 through December 31, 2012. ' ' »

According to Ms. Tracey Loveridge, HSS Chief Financial Officer, changing the plan year from a
fiscal plan year to a calendar plan year allows HSS to: (a) align more closely with the timing of
collective bargaining; (b) improve administration related to Flexible Spending Accounts and IRS
rules, (c) streamline processing associated ‘with potential Medicare reimbursement, and (d)

niegotiate reduced rates with health planrinsurers:

According to Ms. Loveridge, the HSB will conduct another ten-county survey of employer
contributions and will consider new health plans, benefits, and premiums for calendar plan year

2013 at the HSB May 2012 meeting and submit these new health plans, benefits, and premiums

for calendar plan year 2013 for Board of Supervisors approval in June 2012. :

DETAILS OF PROPOSED LEGISLATION

- File 12-0050:The proposed ordinance would amend Section 16.703 of the City’s Administrative '
Code to (a) approve the FY 2012-13 health plans offered by the Health Service System (HSS) to
its members, and (b) set the employer’s and members’ contributions toward the monthly City .
Health Plan, Kaiser Foundation Health Plan, and Blue Shield of California premiums for the first
six months of FY 2012-13, from July 1, 2102 through December 31, 2102 (the Short Year).

The Health Service Board approvéd the above noted plans and employer’s and ‘members
. contributions toward monthly premiums on January 12, 2012. '

TFile 12-0051: The proposed resolution would approve the FY 2012-13 employer’s health plan
premium contribution of $522.97 per member per month, which is an increase of $19.03 or 3.8
percent from the FY.2011-12 employer’s contribution of $503.94 per member per month. The
proposed FY 2012-13 employer’s monthly contribution is based on the results of the ten-county
‘survey, as shown in Attachment I, provided by HSS. | '

Propdsed Monthly Premiums and Benefits for the Health Plans and Vision Plans

In the first six months of FY 2012-13 (July 1, 2012 through December 31, 2012), HSS will .
continue to offer three health plans, including one self-funded health plan, the City Health Plan,
and two plans provided through third-party insurers, Kaiser Foundation Health Plan (“Kaiser”)
and Blue Shield of California (“Blue Shield”). The City Health Plan is a preferred provider
organization, or PPO, which provides services through a network of providers. Both Kaiser and
Blue Shield are health maintenance organizations, or HMOs, which provide services through a
“closed panel of providers. -HSS will also offer one vision plan provided through a third-party
insurer, VSP Vision. - '

. SAN FRANCISCO BOARD OF SUPERVISORS _ ‘ BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING FEBRUARY 1,2012

As of January I, 2012 there are approximately 57, 643 act1ve and retired HSS members who
currently receive health benefits, as shown in Table 1 below.

Table 1: Active and Retired HSS Members

. . Retired
Active City, | 4 ive City,
SFUSD, :
CCD, and SFUSD, : '
> CCD, and Total Percent
Superior ;
Superior
Court
Employees | . Court
Employees.
City Health Plan 1,051 5,356 6,407 1%
| Kaiser 18,087 9,836 27,923 48.4%
Blue Shield 16,674 6,639 23,313 40.4%
Total 35,812 21,831 | 57,643 100.0%

Source: Health Service System, as of January 1, 2012

Monthly Premium Increases for the Employer and Employees: Both the employer and members.
contribute to the total monthly health plan premium. The proposed monthly health plan
- premiums for the six month period July 1, 2012 through December 31, 2012 (the Short Year) for
the three health plans and the vision plan are shown in Table 2 below for single employees
(without dependents) Additional premium information for active and retired employees is
further detailed in Attachment II, provided by HSS. Members enrolled in one of the three HSS
health plans also receive vision benefits. The monthly VSP Vision premium for employees is
included in the total monthly premium for each of the three health plans, shown in Table 2 and in
~ Attachment II. :

Table 2: Comparison of FY 2011-2012 and FY 2012-2013 (Short Year) for the Medical and
Vision Monthly Premmms for Single Employees (without Dependents)

Proposed July v
through FY 2011- Percent
December 2012 Increase Change
2012 (Short ‘ g
_ Year) .
City Health Plan $1,237.46 | $1,110.87 $126.59 11.4%
Kaiser $530.01 | $505.22 $24.79 - 4.9%
Blue Shield $608.43 |  $589.40 $19.09 3.2%

Source: Health Service System

" HSS has a total of approximately 110,597 members, including active and retired employees, resigned employees,
surviving spouses, and dependents. :

SAN FRANCISCO BOARD OF SUPERVISORS B_UDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING - . ' _ o FEBRUARY 1,2012

As noted on page 1 of the January 20, 2012 memorandum to the Board of Supervisors from Aon
Hewitt (Attachment III), the HSS consultant. and actuary, the “premium equivalents set for the
HSS self-funded programs: City Plan and Active Dental benefits, represent our best estimate of
future expenditures based on the information available at the time they were developed, and
existing Trust Fund assets are expected to be sufficient to protect the HSS trust against adverse
claims experience”. '

Also as noted on page 1 of Aon Hewitt’s January 20, 2012 memorandum, “The insured
premiums and administrative fees agree with HHS’s vendor’s final rates and represent a fair
price given the services provided and the risks insured”.

According to Aon Hewitt, Blue Shield confirmed that an $18.9 million credit from Blue Sh1eld

was-due-to-the HealthService System. HSS elected to-use-$5,191,691 of this_credit.for the-six
month Short Year from July 1, 2012 through December 31, 2012 to reduce the Blue Shield
monthly premium increase from approximately 7.0 percent, Which would have occurred without
the $5,191,691 cred1t to 3.8 percent, as shown in Table 3 below.

Design Changes for HMOs and City Plan: In addition to the move from a fiscal year plan toa
calendar plan year, HSS is making several changes in each of the three health plans as noted on
pages two and three of Attachment III, because “certain elements of [the current] plan design
were not aligned with similar employers and did not reflect the impact from the continued high
healthcare trends

e For the Kaiser plan, the HSB adopted increases for copayments for ofﬁce v151ts ‘and
outpat1ent surgery

e For the Blue Shield plan, HSB adopted copay increases for office visits, outpatient
surgery, inpatient surgery, retail pharmacy, mail order pharmacy, and the out of pocket
maximum.

e For the City Plan, HSB adopted a network change from the Options PPO to the Open
Choice PPO and inclusion of specialty drug management in pharmacy management. The .
change from Options to Open Choice allows members access to the same doctors and
hospitals but results in a smaller rate increase than would have occurred otherwrse

According to the Aon Hewitt January 20, 2012 memorandum (Attachment ), plan
modifications were made to all three plans to comply with SB 946 (The Autism Insurance
Reform Bill) which requires insurance companies to provide coverage of behavior therapy for
autism spectrum disorder as a medical benefit. The increased Kaiser premium reflects in part an
adjustment needed to comply with SB 946. No premium adjustments were needed for
compliance with SB 946 for Blue Shield or the City Plan. o

Monthly Premium Increases for the Employer:Th e increases to the monthly premiums for single
employees (without dependents) of the three health plans, as shown in Table 2 above, are shared
by both the employer and the members. As shown in Table 3 below and further detailed in the
10-County Survey Results (Attachment I), provided by HSS, the monthly increase to the

SAN FRANCISCO BOARD OF SUPERVISORS o BUDGET AND LEGISLATIVE ANALYST
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employer’s contnbutlon is $19.03 or 3.78 percent, ﬂom $503.94 in FY 2011-12 to $522.97 in FY
2012-13, as shown in Table 3 below.

As shown in Table 3 below, there will be increases in employee contributions for both Kaiser
and the City Health Plan. Because the HSB has opted to use $5,191,691 of the $18.9 million
credit owed to the HSS by Blue Shield to stabilize Blue Shield premiums, there will be no
increase for Blue Shield in the employee contributions for single employees for the six month
Short Year period July 1, 2012 through December 31, 2012.

Table.3: Comparison of Employer and Employee Contributions to Health and Vision Plan
Monthly Premiums for Slngle Employees, FY 2011-12 and FY 2012-13 (Short Year)

Total Employee Employer
Proposed Proposed Proposed
July 1, July 1, July 1,
2012 2012 FY Percent - 2012 FY Percent
through through 2011-12 Increase Increase through 2011-12° | Increase Increase
Dec 31, Dec 31, ) Dec 31,
2011 2011 2011
City
Health . ‘
Plan $1,237.46 $714.49 | $606.93 | $107.56 17.7% $522.97 | $503.94 | $19.03 3.8%
Kaiser $530.01 $7.04 $1.28 $5.76 450.0% $522.97 | 1 $503.94 | $19.03 3.8%
Blue : :
Shield $608.43 $85.46 $85.46 ~$0.00 0.0% $503.94 | $19.03 . 3.8%

$522.97

Source: Health Service System

Proposed Monthly Premiums and Benefits for the. Dental Plans

In the six month Short Year period Julyl, 2012 through December 31, 2012, HSS will offer three
dental plans including one PPO plan, the Delta Dental, and two HMO plans, DeltaCare USA and
UHC Dental. The Delta Dental Plan is a dental PPO with a network of preferred providers. The
Delta Dental plan is (a) self-insured through HSS for active members and (b) fully insured for
retirees. The DeltaCare USA and UHC Dental Plans are dental HMOs with a closed panel of
providers and are fully insured plans. Retirees pay for their individual dental coverage, such that
there is no employer contribution for retiree dental plans.

The City and the Superior Court as employers (but not the San Francisco Unified School District
and the Community College District), pay the dental plan premiums for active members. The
employer contributes the average cost of employees' monthly dental plan premiums. As shown in
Table 4 below, the employer's contribution for dental benefits in the six-month Short Year from
July 1, 2012 through December 31, 2012 would remain the same as the current contribution at
$137.70. According to Ms. Loveridge, although there were changes to tiers within the Delta
Dental PPO for active members, the overall aggregate rates across all HSS dental plans,
including self-insured and the two HMO plans remain, unchanged due to negotiated rate
guarantees. Therefore, the composite dental rate for the six month, Short Year from July 1, 2012
through December 31, 2012 remains unchanged from the FY 2011-12. :

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Table 4: Comparison of FY 2011-2012 and FY 2012-2013 Short Year for-
the Dental Monthly Premiums for Single Employees

Proposed
July through :
December | FY2011-2012 | Increase

2012 (Short
Year)

. OA)
Change

Delta Premier, DeltaCare

USA and UHC Dental. $137.70 $137770 $0.00 0%

Sdurce: Health Sérvice System ‘ .
FY 2012-13 (Short Year) Contingency and Stabilization Policies and Amounts

~In October 2007, the Health Service Board approved policies designating a portion of the Health
Service System Trust Fund balance to: (a) provide contingencies for HSS's self-funded City
Health Plan and self-funded employee dental plan and (b) stabilize the City Health 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. '

Contingency Fund: According to Ms. Loveridge, the Contingency Fund is the targeted level of
net assets available for health benefits. The HSS’ “reserving and contingency margin policy”
requires the Contingency Fund to be revisited at least once every three years. In its most recent
* resetting of the reserve amount, Aon Hewitt, the actuary for HSS, reset the reserve amount for
the three year period from FY 2010-11 through FY. 2012-13, based on statistical modeling
instead of the Risk Based Capital approximation approach used in previous evaluations. The
result is an estimated reserve of $7,200,000 for the City Plan and $3,700,000 for the Dental Plan
(Delta Dental PPO for active members only).as of June 30, 20 11, as shown in Table 5 below.

Table 5: Contingency Fund

' Increase
_City Health | © Dental Total (Decrease) Percent
- Plan Plan from Prior Change
S ’ B ‘ Year ‘ .
FY 2009-2010 _ »1 $10,700,000 | -$3,100,000 | $13,800,000 $600,000 4.5%
FY 2010-201T $7,200,000 | $3,700,000 { $10,900,000 | ($2,900,000) (21.0%)
FY 2011-2012 $7,200,000 | $3,700,000 | $10,900,000 %0 0.0%

FY2012-2013 $7,200,000 | $3,700,000 |-$10,900,000 $0 0.0%

Source: Health Service System

Stabilization Policy: In addition to the Contingency Fund, the Health Service Board has adopted
a stabilization policy. Under this stabilization policy, HSS will incorporate the City Health Plan's
~ actual premium revenue, surpluses, or shortfalls from a prior audited year, over a period of three
years, when calculating required premiums in the new plan year.

SAN FRANCISCO BOARD OF SUPERVISORS‘ BUDGET AND LEGISLATIVE ANALYST
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- In FY 2011-12 the Health Service Board approved a $1,000,000 shortfall stabilization amount
for the City Health Plan. This stabilization amount of $1,000,000 was included when calculating
the employees’. contributions toward monthly premiums for FY 2011-12. The Health Service
System has calculated and the Health Service Board has approved a $1,011,000 shortfall
stabilization amount for FY 2012-13. This $1,011,000 stabilization amount has been
incorporated into the calculations for determining the initial FY 2012-13 employees’
contributions toward monthly premiums.

FISCAL ANALYSIS

‘Table 6 below compares the total costs for the City Health Plan, Kaiser, Blue Shield and dental

coverage for all HSS members, including SFUSD, CCD, Superior Court, and the C1ty for a six- -
‘month perlod in FY 2011-12 to the six-month (Short Year) period in FY 2012-13.

Table 6: Comparison of Total Health Plan Costs

FY 2011- 12 (six month period) " $339.7 million
FY 2012-13 (July 1, 2012 through December 31,2012) v ‘ $351.3 million
Cost Increase o ‘ ' $11.6 million

| Percentage Increase ‘ - 4% ‘

‘As shown in Table 6 above, accordmg to HSS, the total costs for all health plans for the first six
- months of FY' 2011 12 is $351 3 million

As aresult of the passage of Proposition C and the subsequent move from a fiscal year plan to a
calendar year plan, the recently determined employer contribution of $522.97 only applies to the
Short Year period of July 1, 2012 through December 31, 2012. HSS will conduct another ten
county survey to determine a new employer contribution for the Calendar Year 2013. According
to Ms. Loveridge, HSS anticipates only a modest change in the employer contribution level
given the brief period between the two surveys. HSS will submit health plans, benefits, and
premiums for calendar plan year 2013 to the Board.of Supervisors for approval in June 2012.

" Health Service Sysfem Trust Fund Balance

The FY 2010-11 financial audit, conducted by a private ‘auditing firm, KPMG LLP, found that
the Health Service System Trust Fund as of June 30, 2011 had increased by $13.3 m1lhon or 93.7
percent, compared to June 30, 2010, as shown below.

% In order to compare FY 2011-12 total costs to costs for the one-time six-month FY 2012-2013 from July 1, 2012
through December 31, 2012, HSS divided the FY 2011-12 cost estimate of $679.4 million by two, resulting in a cost
eﬁnnﬁeof$33971nﬂhon

SAN FRANCISCO BOARD OF SUPERVISORS . . BUDGET AND LEGISLATIVE ANALYST
: i S5&6-8
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Health Service Svstem‘Trust Fund Balance

Fund Balance as of June 30, 2011° $27,500,000
Fund Balance as of June 30, 2010 $14.200.000
Increase (93.7 percent) - - $13, 300 000

Accordmg to the KPMG FY 2010-11 financial audit, this increase in the Trust Fund balance
resulted from a decrease of $3 million in the City Health Plan, (b) a $10.7 million increase in the
Blue Shield and Kaiser plans, (c) $3.8 million increase in the dental plans, and (d) a $1.8 million
from trust fund interest income, and performance guarantee penalties and forfeitures.

POLICY ISSUES

" As noted above, Proposition C, approved by the voters on November 8, 2011, made changes to -
employee and retiree health plan contributions and benefits to achieve cost savings. According
to Ms. Catherine Dodd, Director of the Health Services System, implementation of Proposition C-
has not yet resulted ina reduction of costs or premium rates to employees

Ms. Dodd anticipates that implementation of the Proposition C provision that allows HSS to
expend monies on ways to limit health care costs may eventually result in new funding for
wellness programs, which could result in health plan monthly premium savings. Ms. Dodd notes
that ‘these potential long term cost savings have not been specified and are not anticipated in
either the Short Year from July 1, 2012 through December 31, 2012 or the 2013 calendar plan
year.

\

Proposition C (a) limits the City’s contrlbutlon toward retiree health benefits to the same
. contribution level when the employee left the City (for employees who left the City workforce .
before June 30, 2001 and retired or will retire after January 6, 2012) and (b) requires employees
hired ‘on or before January 9, 2009, to contribute up to one percent of their compensation toward
retiree health care with a match by the City. Ms. Dodd states that potential cost savings from
these two provisions are not reflected in the proposed cost of the health plan premiums for July
1, 2012 through December 31,2012, and are not anticipated in the upcoming calendar plan year
(2013) health plan premiums because the 1mpact of the implementation of these changes will -
requ1re additional time.

RECOMMENDATIONS

Approve the proposed ordinance and resolution.

3 Does not include the Contingency Fund amount,

SAN FRANCISCO BOARD OF SUPERVISORS o BUDGET AND LEGISLATIVE ANALYST
5&6-9 )



'BUDGETAN]jFI,NANCE_COMMITTEEMEETING B N _'FEBRUAR.Y],ZOI-Z .

3 %?/ e
Harvey M. Rose S
cc: Supervisor Chu
- Supervisor Avalos
Supervisor Kim
President Chiu’
Supervisor Campos

Supervisor Cohen
Supervisor Elsbernd
Supervisor Farrell
-Supervisor Mar -
Supervisor Olague
Supervisor Wiener

- Clerk of the Board _ ' o
Cheryl Adams = . . -
‘Controller - : '
Kate Howard . -

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST .

5&6-10



Atta_ch’ment I

uopejuasald $10siaadng o preog | ZL0Z .m_‘.?_m.::m_r_ Sugnsuon sjyeusg ¥ __u_mu_.._

%8L'E

767258

5BeiaAy AJUnoD-01

V605 :

%00°0- [og0sv$ 08063 ousald oL -
%S5 € ey 0ve$ 06°129% B}S0Q BJUOD . 8

%GSY . 120°299¢% 86°.£9% Ojuswieroeg _8 -

%129 '100°6.5% 90' LGS . ~ Epauwely S L
%961~ SL'EP9% 166593 -. Ble[D ejueg. 9
%81 °0- '86°86E$ 0,663 _oulpleliag ueg g
%9+ ey’ 1863 . 20°€les Spisianty i
%91 01°G8%E LV YEVS. ___obueig 3
%Sv'9 02 ¢EvS . 00°90%$ - obaig ueg K4
%6E 7' 15°66v% 95 81¥3 - sojebuy so| ]
..mﬂ m

Lzyanpg

T

wo.m__.>m>._.:m b.:.:oO_._o__\ ._

5&6 - 11,




Attachment IT
Page 1 of 8

TIMSH 5< g - o o . uopejuasald siospuadng ¥ preog | 210z ‘g1 Arenuep | Supinsuoy syeusg g UeaH

: o owm gs yum mocm__anu Ut @Je swnjwald ¢
‘Renins Ajunoo-q} [euly 8y} Joj pajsnipe ele pue _mEoom mm:maxm. 1809 UOISIA *sabueyo ubisep ueyd paaoidde jle spnjoul swniwaid [BI0L ¢
: _ : ‘seahodws vaQOn A12Ano9)|00 wienad 0} Ajdde yojym suonnqgiuos umumaommc _m:oa_uvm sapnox3 -

- . "

)| %¥8°G- \.o._‘mm- 6L'zcess {ehiogs [ %cl't [ZAK y5'665% 1926094 - ¢33
%¥8°'G- 2018~ 61°2es$ - | 2171053 - %06 G- |82 1% JG0cGS | €266V | (BIEOIPa

. . . Iv) z+33 | oomeN f I
%v8'G- |1071€3-  [612e5$ {21098 |[%S8'G | SE0LS- - [SOLLLS [0L'99LS b33 | SEAPON |y
%esG | 1L02% §1GGES | Zrvees %000 [000§  [0008 . (0008 [ = ©

Gy co6s [ECe0z 18 [06CTE 1S e T [oUeES |Ec1i08 [80Z008 | o

5 &

mm:_«mm.

%LV |£0666 | cc00C18 (96 GCE TS |00 |LCGIS  |PLeacs | 1099¢cs 33| areopopy |
%99V |ECLvs € VIO LS | OV 100 1S | %0005y |88¢s Y908 Z5es EEN B m
%€ [C0618 |v6e0s6 [16¢CS8 |%eSS b 1SS  |L6€ce8 [60GL6s | ord | - _..
%ELE  |C06I8  |P65068 | 162288 | %00 [Se 088 |9rG05E |€09ess | L3 | e

M o . eAnoy

33

nwi.\-m €0'6L$- |p6€06S |16'Z7268 | %00°0Sy (9568 0 18TL$ , yo'L$

ELIETRE

€ HAIYX3

210z 1€ 19qWsos( 0f 10z 'k AInf SUGHNAMIUOD ATUIUOI
| Hm&.ima._um_\/_\mmébm_ >_._mm_\m>;o< |jeul O_>=._ _mm_mx




Attachment IT
Page 2 of 8

\,SE\puﬁuﬂsq : ¥ . . s R ._._o_.uﬂcmmw._n_ siospsdng jo paeog | 710z ‘gl Atenuer | Buninsuod syyeueg § UIEaH

L . . .E:oEm UONEZIIGE)S UoK|iL Z°G$ percidde 4SH e 1091l swnjweid »

-~ , . : ‘op8 9S UM -soueldulos Ul a1 swnjwald ¢
‘Ranins Qjunoo-Q jeul au 1o} vmﬁ:ﬁw ale pue ‘[eniooe asuadxo 'sjsoo UCISIA mmmcm_._u ubisep ued panoidde fje epnjout wE:_EmE 2ol z-

..mmm>o_qu.vm:_mm._mn KjeAnoa)joo uleuss o} Aidde yoiym suognqLiuod pejenobsu [euonippe sapnjoxy L !

72 R A W 23 VL1958 .| 228093 | %EER om.mww. mw.kmw §G90.3 | ¢rad

%vl L IS0Ps [1LL058  |228098 | %OV Z  |€GO0vs  |€09958 |99°909% | (BIeaPAW} . .
. _ . , M) z+ag | oemed | -

%Pi'L IG0v8 122958 |¢c809s |%GrZ | IGEl§.  [68°88LS | 0¥C0CS L+33 | SMEOeN
TErL |10LE8 |VeELes |Zgg0v% %000 - [0005 000§  |000S EEN R ;
et {5e 55 2665518 (091018 | %i0E  |Z66es  |6c5cas | 1o0ses | = -
: : E— : = , i N
TEE  |P6166  [2B605 1S |08 11018 |%ee¢  |caes  |cooees |ovoves | 1433 | oweopeny |- 1
UGET  |chevS  |1LGGZ 18 |PLB0E TS [ %000 0005 |ELTvS  [eLerS =E1 B B
. — - . - L = .5M

S Toert Te0eIT  [rec00 |6 4eE [%00C [eves  |cecors [G0Zeris] Al
TEIT [G0GIS (760008 |Z07c8  |%ese  |C06vS  |IBel95 |062608 | bad | o

‘ . AoV
%erc |G0618  |76C0s |L6228 | %000 0008  |ovess | 9vess BEE :

prawa

2102 ‘1€ 1aquiesaq O} Z10z ) AInp m:o_u\:n_bcoo >_£co_>_ .
mk_mo_vm_\,_\mmg_wmm >_L_mm_\m>;o< leuld O_>_I _u_m_;w enlg




Attachment TIT
Page 3 of 8

E@Hnﬂ Eq ] g :ouﬂ....mnwi w.hom_?_mmq.ﬂmu_o u‘_mom._ Z10Z ‘gL fenuep | m:u_smcou m_um:u.m w EW@I ‘

e * -geBueyo panoidde |e yum seje! ey uely Ao -8 10} SsBBIOU] l_m__ov pue jusoied ayj apnioul swhwaid _Eo._. Lo

" | [62'9097% 53028 0658518 Z=E0 I .

Z9°€80°L$ 58028 12290718 (OIBJIPN 1Y) 2+ | . _ C

— aviNey aledpa :

596218 8v6s |8l 0es , b |0 o SEsIPei

68iees sews ___ Jesoses | 53] -

OveOvES _  [lews. — [eveeees | eeE]

v = _ saay .

1626628 L : 17 66v'Z% 9d - _

eLisls . ___le0iel SOeON L

R I _ TILot0es

\ Vo8ILTE . 6505128 eAgoY .m

(8018 . TS |Jv96018 e

~

%G00 . [vLZes . | |880L1% N R N =] o

%L L 65619 12079018 Terzes 68 L7018 (eIesIpeN V) Zz+a3 |,

. - - oal aled] :

%Ee L SIELg 06618 |vs68 __ [oco0is E=EH Mt et itl 5_..
WLV eroy T vioums —_le6vs S1702E8 N - ]
%0V L1 228868 T [ez86es Tboave —[eoeries . | T -

samoy

%860} £62/28 1527018728 96558 R EEEN [ :

%280} 156818 §0LThLS Yo als : S/EIPSIN-toN

A _ . . : o N :
G T V5 R N [T R 570 .

%65 11 8ycees | |clley e leones LL°00v'28 eAgoy “

%07 LT —_jesozis_ Tov R V5T S - A ,ﬂ

e
210Z ‘L€ 18quisa( 0} ZL0Z ‘I AINf sejey Winjwaid AIGuop

E_mo_cm_m\,_\mm_:mm >:mm_\m>;o< leuid AOIDV ueld b_o




'Attac:hment 1T
Page 4 of 8

WOHNOWF

‘Ranins Aunoo-gl eyl eyl _o% paisnipe ale pue ‘[ernsooe asuadxe
_ : paurebieq >_m>aum=8 urepeo o} Aidde yorym suonnquuod pejenobau feUORIpPE SepNoX3 |

.mmw>o_aEw

uopEIUASAg m\_om_?_mmrw jo preog | ZLoz ‘gl Aienuer | Buijinsuos sjjausg p yijeaH

_ ove m_m LM 2oueldwod Uy ae mE:_EEn_ ¢
.ﬂwoo uoISIA _mmmcmso ubisap veld paaoldde jje apnjoul mE:_EmE je1ol -

%608

To%v8 - |(Gz018) | BLG55s mm.mvmw %zg 0L |6cZ01§ |160501$ mm.mﬁ_& FA=E]
T%be - [(©2018) |8L0958 |eoovas |%ILE- |BE68) - |veLlces |09 8res - |(oIEdipon |
o R ‘ . - . _ V) z+33 | eaumey
%¥8 - | (Gc0l8) |8.665% |coovss |%0c- | (0S€$) [e8'eils |8T0LIS 3 | SelPe
%IV |68 |681868 |v16Zes | %000  |000% 0003 -, |000% EER
506 [popels [95°909's8 [0V 10118 [%86C)  [8656c8 | pac0slS |€R0802s | 2+a3 |
= = LT T re . - - | S - samay
%¥36 | vBvGlS |95 0001 |0V FOL IS | %0c €l  |60€cks |GLGces  |Se8Y0LS |  L+A3 | aweopapy
€55eS " |OC V8BS [6L690 VS |%eL Ll |BLESS | OVE0ES |veloes — @3 | N

<0618

¥6°€09%

[%el Lt

Joere" “V6E008 [162258 |%obEL [VEPbES |6LIGTCE v 068ES | Al
%8LE  |S0BLS . |V6E008 |1672CG8 | %G el |Gveect |OLFLOVS |OFB061S | Wad | aipoy
%BLE 762258, o5 701§ | 560008 |6V VILS

apuet

9 HaIX3

NSN ‘e L_mo_EmomD 012102 | >_3_, suonnqgLIuo) >_£co_>_
m_mo_vm_\/_\mm_;mm >:mm_\m>:o< _mc_n_ AOIDV cm_n_ b_o

58&6-15




"Attachment IT

Page 5 of 8

uonejuasaly ﬂom._tmn:m jo preog | ZLoz ‘gl Atenuer | Bunmsuocs sjysusg 8 Yijeey

|
“b10Z ‘0S sunp cm:ES pasjuerens ase sejey |
%000 0008 €108 £L018 Z=E]
%000 {00°0% : €L 0L$ €L0L$ (ssedipayt 1Y) 2+33
,_ o 921119y SIROIPS .-
- %0070 - |oo'0$ 8G°/% 85'L$ k433 : :
%000 00°0% 8/°'¢$ YRS .33
T Trow T =1
%00°0 00°0% 86°L% 8G'/% 1433 | samoy areoipepy-uoN
%000 000% p 8rcs YR 33 . i
%00 S —— —Teron ——Z=T
%000 0008 — (855 185778 E=E oAy
%000 00°0% _ wN.mw. 8.'¢$ g3

Ly

AN AT _mnEmomD 0} N_\om | AINF SUOHNQIIUOD

>_£_,_o_>_

m._mo_nms_\mm:;mm >:mm_\m>;o< [BUIS UOISIA ISA -

586-16




Attaclnneﬁt II
Page 6 of 8

uoneuasald s1osiadng yo paeog | z10z ‘gL Aienuer | Bupinsuo) sjgeusg @ UIESH -

EEE..E< o e

. ~ -abBueyd ssop Qsosbm Jon Aq mum_ ay} JOKBMOH

“Z10Z ‘1g Jequieoad 0} ZLOTZ ‘L >_2. ._mm> :m_a Hoys au} pue zZ1-110g _mm> :m_a usamjeq mmcmso JOU. SSOP {EJUSp PapUNY-JIOS 10} }S00 B)Isoduiod Jadng ¢
. mmm>o_aEm paureBieq AjaAnos)joo ulepad oy Kidde yaum suojnquIuoo pajenobau [euonippe sopnxd 2
“ . V102, om aunf ybnoiy ummEEm:m mwum_ salay '€10Z ‘o¢ aunp cm:o(:: umﬁcm_msm sejel Aoy |

5&6,—17

%000 0608 _ V50218 750218 Zrag

%00.0 0003 ! 08625 08618 2=E) somey
%000 0008 JEXT I56ES . EE ‘
%o Tiss | T N F= E — o+39

%05 8 6501% Rz AES , VI Gers 1+33 ooy
%h0 G GETTS) - RIS T EE]

_ g nqupxg
NFON ‘Le EQE@O@D 012102 'L Ainp wco;:n__.;:oo >_£co_>_
o mm._:bm\m>;o< _mc_u_ On_n_ [eyusQ eled




Attachment IT

Page- 7 of 8

§>5ﬁ Sq

mmm>o_aEm umc_mm_mn >_m>_“om=oo c_mtmo 0} Aidde yoiym suonnauuoeo v&maommc Treuonippe’ mmus_oxm z
mroN ‘0¢ sunp ybBnosyy pesjuelent sejel samal u:m SAIOY |

uonejuasald s1osiatadng Jo u.._mom -ZLoz ‘g1 Lenuer | m:w_zm:n..u s)jauag g yjjesy

18

5&6

%000 000$ IE11% 25128 FAEE]

%000 000% ; 1€725% 1€°25% b+33 sauey -
%000 0003 0L1€$ 0L1E8 , 33

%000 0008 “Tevess | 598 N =E \
%000 6008 _ 106278 06278 F=E] oAnoY
%000 0005 009¢% 00928 EE

6 HAIYX3

N_\ON LS EQE@Q@Q ) N_\ON _‘ >_3—, wco::QEcoO >_£co_>_
mmEmm\m>;o< _mc_n_ VSN alep eyeq




“Attachment IT

Page 8 of 8

.mmm>o_an vm:_mm_mn A12ARo9]09 UIesd o} >_nEm yoiym suonnquuod parenobsu [EuORIPPE SBpNioX3 7
"p1.02 ‘0€ aunp ybnosuy pasjuesenb sejel 9anal pue sAldY |

uonejuasald .ﬂuw_amnzm 30 pieog | N_,oN‘ ‘g1 fenuep | Bupinsuo) m«_.um:mm 2 yjfeay -

%000 0008 ZZors FAAZ3 Z=E

%000 0008 0 128 0128 +33|  eemey
%000 0008 I7oLs 7 ol% = -
%000 0008 —Tow 0% |

%000 0008 06578 =E] SAIOY
%000 0008 08128 =

- 0L HAUX3

NFON 'Le ._mQEmomD 0} Nrom v Anp wco;:n_bcoo >_£co_>_
mmEmm\m>:o< euld eyusd co_cD oyoed

586 -19




o _« Amf{em(t |

2072.=Chisriging the p:

“Attachment TTT
Page 1 of 9

" - January 20, 2012

Board of Supervisors
City and County of San Francisco
City Hall, Room 244

- 1 Dr. Carlton B. Goodlett Place

San Francisco, CA 94102 S R S

RE: July 1, 2012 to December 31, 2012 Plan Benefits, Rates and Contribution

 Honorable Members of the Board of Supervisors: - - I

This lefter serves.to document our position as the consultant and actuary to the Health Service

* System (HSS) in regards to the recently completed rate and contribution setting process, This

process was conducted under the direction of the Ratées and Benéfits Committee (the Committee) of *
the Health Service Board (the HSB). The rates, benefits, and contributions presented hierein were .
approved by the full Health Service Board during their meeting on January 12, 2012

In our opinion, the process was cbmpleted in a thorough manner. In particular, it is our opinion that;

. The insured premiums and administrative fees agree with HSS's véndor's final rates and
represent a fair price given the services provided and the risks insured

= The premium equivalents set for the HSS self-funded programs: City Plan (UHC) and Active .
Dental benefits, represent our best estimate of future expenditures based on the information
available at the time they were developed, and existing Trust Fund assets are expected to
be sufficient to protect the HSS trust against adverse claims-experience "'

'Passage of Proposition C

On November 8, 2011 Proposition C was passed. Proposition G. amends the City Charter as it
relates to pension and retiree costs, the composition and voting requirements of the HSB, allows for

- the change of the plan year to a calendar year, and other changes to the City's health and pension
“henefits. The-HSB-gpproved.a.

change in-the. plan.year; from:a fiscal plan.year: to & 6alendar plan’s
013 with-a-one time-six manthplan year of July:1; 2012 to:DEEHbER.31,
yearallows'HSS fo:! ' '

year statfing January

e Align more c!oéely with-timing of collective bargain}ng ’
*  Improve administration related to Flexible Spending Accounts and IRS rules

e Allowfor ‘stréémlined processing.associated‘with potential Medicare reimbursement
opportunities o g

Aon Hewitt - . O .
199 Fremont Street, 15th Floor ¢ San Francisco, CA 94105
£ 415.486.7500 | f: 415.486.7029 :

w; gon.com | -
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The move to the six month plan year along with approved plan design changes and Blue Shield
stabilization amount is reducing the aggregate rate increase by 6.3% or $22.1 million. There will be
two open enrollment periods associated with this plan year change: one for the six month plan year
of July 1, 2012 to December 31, 2012; and one for the plan year of January 1, 2013 to December
31, 2013. Exhlblt‘l summarizes these changes related to Proposrtlon C.

. The HSB will consider rates for calendar year 2013 at the May HSB meseting, to be forwarded to the

Board of Supervisors in June. And, HSS will work with the Controller's Office and Mayor's Budget

Offlce to assist in predlctlng the rncreased ‘benefit costs for the balance of FY 2012-2013.

City Contrlbutlons under the 10-County Survey

Aocordlng to the Clty Charter, the City's contrlbutlon towards medical beneflts is determrned by the
results of a survey of the amount of premium contributions provided by the ten most populous .
counties in California. This survey is conducted annually by HSS Staff. For the 2012-13 plan year,
the survey deteriined that the aveérage monthly contribution increased 3. 78% from $503.94 to
$522 97 Exhlblt 2'of the attachment presents the individual county responses from this survey.

: Year over Year Heaith- Plan Cost Comparlson

Prlor 2011~ 12 plan year rates were adjusted for six months to facilitate a year over year cost .
comparison as illustrated below . . .

LU : " | Current Rates Based Adjusted to six month : $318.3
% \U Final Renewal Rates (including plan design changes, shifttosix )

{\ 5 month,,complianc'e with SB 946, and application of one time Blue o

Shield Stabilization amount) . ) - ) $329.9

S Difference - . ] . - $11.6

% leference - ] 3.6%

The above chart lllustrates an increase of $11.6 milliondor.only the- three health plans for the six
month plan year of July 1 2012 to December 31,2012. =

L

Rates, Contrlbutions and Benefrts for HMOs

. Consistent with to the 2011-12 plan year, two HMOs will be offered to HSS members for the July 1,
2012to December 31, 2012 plan year; Kaiser and Blue Shield of California.

Plan Design Changes for HMOs

As part of the annual Rates and Benefits process HSS Aon Hewrtt the Comnittes, and the HSB
reviewed the continued appropriateness and competitivengss of the plan designs for the HMOs.

The benchmark information (available on www.mvhss.org website - January 12, 2012) complled
indicates that ceftain:elemients. of the plan.desigh:were not:aligned with similzr: employers ‘ahd-did
not-reflect: the impact: from:thé Continusd:high Healthcaratrengds. These plan design changes
descnbed in greater detall in the followmg sections, resulted in an overall reduction to rate increases

586 =21 -
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: of $7'2 million across both HMO plans combined for the six month plan year. Ofthis $7.2 million
reduction to rate increases, there was a $2.3 million reduction to i increases in member contrlbutlons
and a $4.9 miillion reduction to increases in employer contributions.

Kalser

. The HSB was presented with many optlons and: adopted the foIIowrng plan design changes for the
Kalser plan : .

. Move to a six month plan year July 1, 2012 to December 31, 2012 [rn preparatlon for a |
. change to'a calendar plan year starting January 1,2013]

. Offrce visit copay increase from $15t0 $20 .
¢ - Qutpatient surgery copay increase from $15 to $35
« Plan modifications to comply with SB 946 (Autism Act)

- These changes mclude the lmpact of plan design changes needed to comply wrth SB 946, which
resulted inan aggregate increase of $922,000 for the six month plan year. The final negotiated rate
change for Kaiser, after all plan design changes, SB 946 compliance, and a change to the six month
plan year is an overall increase of 3.2%. -For actives and retirees without Medicare it is an increase
of 4.9%. For retirees with Medicare the final rate change is a decrease of -5.7%.

Blue Shield of California .
The HS Board adopted the following benefit changes for the Blue Shield of California plan‘

+ Movetoa six month plan year July 1, 2012 to December 31, 2012 {in preparatlon fora
change toa calendar plan year starting January 1, 2013]

» Office visit copay increase from $20 to $25. _
| ' Outpatient surgery copay increase_ from '$50 to $100
* Inpatient surgery copay 'increase from $150 to $200
. Retall pharmacy copays increase from$5/$20/$45 to $10/$25/$50.
| e Mail- order pharmacy copays increase from $10/$40/$60 to $20/$50/$100
. Out—of-pocket maximum increase from $1,000/$2,000 to $2, 000/$4 000
. Plan moadifi catrons to comply wrth SB 946 (Autism Act) '

Due to low ehrollment of children in the Blue Shield HMO plan, based on member plan elections, no
- premium adjustment was needed for compliance with SB 346. The rate for the period of July 1,

. 58&6-22 o
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2012 to Decém'ber 31, 2012 rates-were further redu;ﬁed by applying the HSB approved Blue Shield
stabilization amount of $5.2M, or a -3.26% reduction. ’ o

The final negotiated rate increase for Blue Shield, after all plan design changes, a change fo the six
month plan year, and with the HSB approved stabilization amount applied, is an overall increase of.
3.5%. For actives and retirees without Medicare it is-an increase of 3.2%. For retirees with . -
‘Medicare the final rate change is an increase of 7.1%. - , __—

= - HWOContribufons- -+ -

Contributions for HMO members were determined in accordance with the City Charter and include
the new 10 County survey result of $522.97. Exhibits 3 and 4 summarize the changes in
contributions for actives and retirees for the Kaiser.plan and the Blue Shield of California plans
respectively for the six month plan year of July 1, 2012 to December 31, 2102.- The above exhibits
do not include any City contributions that may be negotiated in MOUSs. o .

_ Rates, Contributions, and Benefits for City Plan (UHC) -

The City Plan(UHC) Is a self-funded plan administered by United Healthcare (UHC). The medical '
and pharmacy monthly premium equivalent costs were developed separately for actives, retiress
without Medicare and retirees with Medicare based on group-specific experience. Additiona]ty, we
provided a.retrospective analysis of historical rates and experience to examine the actual cost
trends evident in the City Plan's (UHC) recent claims data. These analyses were considered in
conjunction with overall industry and normative data when determining the premium levels for the
July 1, 2012 to December 31, 2012 plan ysar (available at www.myhss.org website — January 12,
2012). - - s o ' ' < '

" As part of the annual Rates and Benefits process HSS, Aon Hewitt, the Committee, and the HSB,
reviewed the continued appropriateness and competitiveness of the benefit design for City Plan-

(UHC). The HSEB was presented with many options and adopted the following benefit changes for
the City Plan (UHC): - R o . A

e Move to a six month plan year July 1, 2012 to .December A, 2(512 [in preparation for a.
change to a calendar plan year starting January 1, 2013] ‘ o

e Network change from thg_ Options PPO to the Open Choice PPO-
e Pharmacy manégement toinclude Speéialw Drug Man_agelﬁént_
¢ Plan njédifipatién‘s to comply with SB.946 ‘(Aut_isn"‘l Act)
. The UHC administration fees were increased by 3'.00% from the 2011-12 plan year‘. This.equates to
a $1.28 million increase for the six month plan year. The HSS administration load with UHC

remains unchanged, this administration fee increase was negotiated for three years in 2011, and
sets administrative fee increases annually through June 30, 2014. ' ' '

'5‘&6"'—23. ) _ -
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The final full monthly premium equivalents after all plan design changes and a change to the six..
month plan year result in an overall increase of 5.9%. For actives and retireas without Medicare it is
an increase of 11.9% and 10.9% respectively. For retirees with Medicare the final rate change is an
increase of -1.6%. ' - ’

Exhibit 5 of the attachment summarizes the change in full monthly premium equivalents for the City
Plan (UHC). Included in the premium equivalent rate, pursuant to the HS Board's Self Funded -
Plans” Funding Policy, is the application of the claims stabilization amount: " .

Exhibit 6 of the attachment summarizeé the change in emplcyée and refiree contributions for City

Plan (UHC). These contributions were determined in accordance with the City Charter, and inciude
the new 10 County survey result of $522.97. The above exhibit does not include any City
contributions that may be negotiated in MOUSs.. :

Rates and Benefits for the Vision Plan

Members enrofied in ariy medical blan offered by HSS also receive vision benefits thrdugh VSP.
The cost of the vision benefit is-a compenent of the cost of the medical plan and has been-included
" in the rate exhibits referenced above.

" The vision plan is a fully-insured plan. The vision plan is under a rate guarantee through June 30,
2014 with projected aggregate costs of $2.2M for the six month plan year of July 1, 2012 to
December 31, 2012. The plan year has been changed to a six month plan year, there is no savings
associated with this change due to the rate guarantees. Exhibit 7 in the attachment summarizes the
VSP vision plan costs. : C . A :

-Rates, Contributions, énd‘Benefit.s for Dental Plans

" Three dental plans are offered to HSS members: Delta Dental PPO, Delta Care USA and Pacific

Union Dental. The Delta Dental PPO planis a dental PPO with a network of preferred providers

while the other two plans are dental HMOs with closed panels of providers. The City pays part of-
the cost of dental benefits for employees while retirees pay the full cost of their dental benefits.

The Delta Dental PPO plan for active employees is self:funded and administered by Delta Dental
Plan of California. Future plan costs are projected based on the City employees claim experience,
Deita Dental's fee for claim administration remains unchanged from 2011-12 and is guaranteed until -
June 30, 2013. o g L f

The aggregate premium for the self-funded Delta Dental PPO plan for active employeés femains
unchanged from the 2011-12 projected costs; however the differentials between family rate tiers
have been adjusted to be more in line with industry standards. However, there are changes to the
tier structure that result in the following premium contributions adjustments for the active members.
These include a reduction to the EE only tier of -15.04%, an increase of 8.50% to the EE + 1 fier,
and an increase of 3.10% to the EE + 2 tier. ,

The Deita Dental PPO plan for retirees, Delta Care USA dental plans for employees and retirees,

and Pacific Union Dental plans for employees and retirees are all fully-insured. The fully-insured
‘-premiums are unchanged from the 2011-12 rates. The plan year has been shortened to a six month

5&6 - 24
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plan year; there is no savings to any dental plans associafed with this change due to the rate
guarantees. - - ' a :

For the shortened plan year July 1, 2012 to December 31, 2012 the City will contriBute the full
premium rate towards each of the dental HMO plans. For the self-funded Dental PPO the City will
contribute the full monthly premium rate minus employee contributions of $5.00, $10.00, and $15.00
for employee only, employee with one dependent, and employee with two or more dependents
respectively. These member contributions for Delta Dental PPO plan for retirees, Delta Care USA

remain unchanged from the prior plan year: Pursuant to the HS Board's Self Funded Plans’ Funding
Policy no clajims stabilization amount has been applied this year. - :

Exhibité.&, 9, and 10 in the attachment summarizes the: changes in dental cost for both acti\}e [self-
funded] and retirees for the Delta Dental PPO plan, Delta Care USA plan, and Pacific Union Dental
" plans respectively. - . : '

The aggrégate dental costs for the six month plan year, from July 1, 2012 to December 51. 2012 are
$21-4 million, with $19.8 million in employer contributions. and $1.6 million in member contributions. .
This reflects no overall change. . : ‘ : '

- ’Su'_m'm'ary of Projected July 1, 2012 to December 3, 2012 Plan‘?ear Costs

Set out'below is a summary of how projected July 1, 2012 to December 31, 2012 aggregate HSS -
plan costs are distributed across the different plans available to employees and retirees. Costs are =
shown only for those plans where the employers subsidize the total premium cost. The premium
costs associated with the VSP vision core plan are included.in the medical plan’s costs.

Kaiser (MO - - $13.8 §i34.4 . $147.9 9,4% 90.6%
% Increase . . 5.8% 3.0%] . 3.2%} - ) . .
Blue Shield HMO $19.1 $124.0 $143.0) . *13.3% : 86.7%
. % Increase _0.8% ' 39% - 3.5% . » i
City Plan - 380{ . - %310 $39.0 ' _ 20.5% ' 79.5%)
% Increase . 10.9% 47w . 59% , e
Dental - - . 816 s19.8] - - $214] T - - 7.6%) v 92.4%
% Increase . 0.0%| i 0.0% 0.0% . . 1
Total . $42.5 $308.8] < $3513) 12.1%| - ] 87.9%

% Increase Ta1%| 3.3% - 34yl -
“The overall estimated inqréase of 3.4% is slightly higher than fhe corresponding 2011-12 plan year
estimated increase of 3.1% (based on twelve month rates). Similarly, this year's projected

"aggregate cost increase also compares favorably with available benchmark information. This
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statistic is supported by the recently released analysis tltléd “Average Cost of U.S. Health Coverage
per Employee Is Expected To Cross the $10,000 Threshold In 2012 For the First Time According to
Aon Hewntt" Employers analyzed indicate cost increases are expscted to be 7.00%.

Conclusnon

Based on exteﬁsnve evaluation and collaboration with HSS, Aon Hewitt validates all of the fi indings

" presented within this report. Aon Hewitt would be pleased to answer any questions or prowde

: Slncerely,

el PKa—M«A

Anll Kochhar, ASA, MAAA

Copy te

" Members of the Health Service Board -

Catherine Dodd, Lisa Ghotbi, Tracey Lovendge Health Service System

- Catherine Breszee, ‘Barbara Weaver Lloyd, Paige Sipes- Meﬁzler Aon Hewitt

: http //aon media-room, com/mdex php? =438item=2397, October 3, 2011

586 - 26
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‘Health Service System

CITY & COUNTY OF SAN FRANCISCO _ MYHSS.ORG
N ~ Memorandum
DATE: . January 23,2012 -
TO: “Supervisor Carmen Chu ‘ , '
" Board of Supervisors .

FROM: Catherine J. Dodd, PhD, RN y) '

Drrector Health Service System
RE: | Annual Rates and Benefits Ordinance for Six-Month Plan Year starting July 1, 2012 and

ending December 31, 2012 - Amendment of Section 16.703 of the San Francisco -
- Administrative Code _

Attached are the. followmg documents relatlng to the above matter

1. Proposed ordinance (approved as to form by the City Attorney’s Office) amendmg
Section 16.703 of the San Francisco Administrative Code, approving the Plans and
Contribution Rates for the six-month Plan Year starting July 1, 2012 and ending
December 31, 2012, adopted by the Health Service Board on January 12, 2012;

2. Actuarial Report dated January 20, 2012 from Aon Hewitt Health and Benefits, as
required under Section A8.422 of Appendix A to the San Francisco Charter, including
summaries of rates and benefits as adopted by the Health Servrce Board on January

- 12,2012;

3. Membership Master Report dated January 1, 2012 showing total enroliment
distribution across the three different medical plans and the three different dental
plans; and

4. Form SFEC-126 (Notification of Contract Approval) for the foIIowrng vendors: Blue
Shield of California, Kaiser Foundation Health Plan (Northern and Southern California
Regions), United HeathCare Services, Inc., Delta Dental of California and Pacific Union
Dental (a subsidiary of United HealthGroup).

We are happy to provide you with any additional reports or materials you may need in

connection with the enclosed ordinance.

Attach.

" cc: Members, Health Service Board (w/electronic attach.) (via e-mail)
Erik Rapoport (w/electronic attach.) ‘
Ben Rosenfield (w/electronic attach.)
~ Anil Kochhar (w/electronic attach.)
Tracey Loveridge (w/electronic attach.)

1145 Market Street, 2M° Floor Phone: (415) 554-1750 Fax: (415) 554-1721
San Francisco, CA 94103 ‘ . (800) 541-2266° ‘ ‘ :



January 20, 2012

Board of Supervisors

City and County of San Fran01sco
City Hall, Room 244

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

RE: July 1, 2012 to December 31, 2012 Plan Benefits, Rates and Contribution
Honorable Members of the Board of Supervisors:

This letter serves to document our position as the consultant and actuary to the Health Service
System (HSS) in regards to the recently completed rate and contribution setting process. This
process was conducted under the direction of the Rates and Benefits Committee (the Committee) of
the Health Service Board (the HSB). The rates, benefits, and contributions presented herein were
approved by the full Health Service Board during their meeting on January 12, 2012.

In our opinion, the process was completed in a thorough manner. In parti.cular, it is our opinion that:

*  The insured premiums and administrative fees agree with HSS's vendor’s final rates and
represent a fair price given the services provided and the risks insured -

» The premium equivalents set for the HSS self-funded programs: City Plan (UHC) and Active
Dental benefits, represent our best estimate of future expenditures based on the information
_available at the time they were developed, and existing Trust Fund assets are expected to -
be sufficient to protect the HSS trust against adverse clalms experlence

Passage of Proposition C

On November 8, 2011 Proposition C was passed. Proposition C amends the City Charter as it
relates to pension and retiree costs, the composition and voting requirements of the HSB, allows for
the change of the plan year to a calendar year, and other changes to the City's health and pension
benefits. The HSB approved a change in the plan year, from a fiscal plan year to a calendar plan
year starting January 1, 2013 with a one time six month plan year of July 1, 2012 to December 31,
2012. Changing the plan year allows HSS to:

s  Align more closely with timing of collective barg\aini'ng
 Improve administration related to Flexible Spendithccounts and IRS rules .

e  Allow for streamlined processmg associated with potential Medicare relmbursement
opportunities

Aon Hewitt :

199 Fremont Street, 15th Floor ¢ San Francisco, CA 94105
t: 415.486.7500 | f: 415.486.7029

w: aon.com | .
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The move to the six month plan year along with approved plan design changes and Blue Shield
stabilization amount is reducing the aggregate rate increase by 6.3% or $22.1 million. There will be
‘two open enrollment periods associated with this plan year change: one for the six month plan year
of July 1, 2012 to December 31, 2012, and one for the plan year of January 1, 2013 to December
31, 2013. Exhibit 1 summarizes these changes related to Proposition C.

The HSB will consider rates for calendar year 2013 at the May HSB meeting, to be forwarded to the
Board of Supervisors in June. And, HSS will work with the Controller's Office and Mayor's Budget
Office to assist in predicting the increased benefit costs for the balance of FY 2012-2013.

City Contributions under the 10-County Survey

According to the City Charter, the City’s contribution towards medical benefits is determined by the
results of a survey of the amount of premium contributions provided by the ten most populous
counties in California. This survey is conducted annually by HSS Staff. For the 2012-13 plan year,
the survey determined that the average monthly contribution increased 3.78% from $503.94 to
$522.97. Exhibit 2 of the attachment presents the individual county responses from this survey.

Year over Year Health Plan Cost Comparison

Prior 2011-12 plan year rates were adjusted for six months to facilitate a year bver year cost
-comparison as illustrated below: : :

Currént Rates Based Adjrusted 10 six mbnth . $318.3 _
Final Renewal Rates {including plan design changes, shift to six
month, compliance with SB 946, and application of one time Blue

Shield Stabilization amount) . $329.9
S Difference . $11.6
% Difference 3.6%

The above chart illustrates an increase of $11.6 million for only the three health plans, for the six
month plan year of July 1, 2012 to December 31, 2012.

Rates, Contributions, and Benefits for HMOs :

Consistent with to the 2011-12 plan year, two HMOs will be offered to HSS members for the July 1,
2012 to December 31, 2012 plan year; Kaiser and Blue Shield of California.

Plan Design Changes for HMOs

As part of the annual Rates and Benefits process HSS, Aon Hewitt, the Committee, and the HSB
reviewed the continued appropriateness and competitiveness of the plan designs for the HMOs.

. The benchmark information (available on www.myhss.org website ~ January 12, 2012) compiled
indicates that certain elements of the pian design were not aligned with similar employers and did
not reflect the impact from the continued high healthcare trends. These plan design changes,
described in greater detail in the following sections, resulted in an overall reduction to rate increases
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of $7.2 million across both HMO plans combined for the six month plan year. Of this $7.2 million.
reduction to rate increases, there was a $2.3 million reduction to increases in member contrlbutlons
and a $4.9 million reduction to increases in employer contributions.

Kaiser

The HSB was presented with many options and adopted the followmg plan de3|gn changes for the
Kaiser plan:

* Move to a six month plan year July 1, 2012 to December 31, 2012 [in preparation for a
change to a calendar plan year starting January 1, 2013]

»  Office visit copay increase from $15to $20

¢ - Outpatient surgery copay increase from $15 to $35

» Plan modifications to comply with SB 946 (Autism Act)
These changes include the impact of plan design changes needed to comply with SB 946, which
resulted in an aggregate increase of $922,000 for the six month plan year. Thefinal negotiated rate
change for Kaiser, after all plan design changes, SB 946 compliance, and a change to the six month
plan year'is an overall increase of 3.2%. For actives and retirees without Medicare it is an increase
of 4.9%. For retirees with Medicare the final rate change is a decrease of -5.7%.
Blue Shield of California
The HS Board adopted the following benefit changes for the Blue Shield of California plan:

¢ Move to a six month plan year July 1, 2012 to December 31, 2012 [in preparatlon fora
change to a calendar plan year startlng January 1, 2013]

e Office visit copay increase from $20 to $25
» Outpatient surgery copay increase from $50 to $100
e Inpatient surgery copay increase from $150 to $200
" e Retail pharmacy copays increaee from$5/$20/$45 to $10/$25/$50
e Mail-order pharmacy copays increase from $10/$40/$60 to $20/$50/$1 00
. Out-of-pocket maximum increase from $1,000/$2,000 to $2,000/$4,000
e Plan modif_icaﬁons to comply with SB 946 (Autism Act)

Due to low enroliment of children in the Blue Shield HMO plan, based on member plan elections, no
premium adjustment was needed for compliance with SB 946. The rate for the period of July 1,
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- 2012 to December 31, 2012 rates were further reduced by applying the HSB approved Blue Shield
stabilization amount of $5.2M, or a-3.26% reduction.

The final negotiated rate increase for Blue Shield, after all plan design changes, a change to the six
month plan year, and with the HSB approved stabilization amount applied, is an overall increase of
3.5%. For actives and retirees without Medicare it is an increase of 3.2%. For retirees with
Medicare the final rate change is an increase of 7.1%.

HMO Contributions

Contributions for HMO members were determined in accordance with the City Charter and include
the new 10 County survey result of $522.97. Exhibits 3 and 4 summarize the changes in
contributions for actives and retirees for the Kaiser plan and the Blue Shield of California plans
respectively for the six month plan year of July 1, 2012 to December 31, 2102. The above exhibits
do not include any City contributions that may be negotiated in MOUs.

Rates, Contributions, and Benefits for City Plan (UHC) -

The City Plan (UHC) is a self-funded plan administered by United Healthcare (UHC). The medical
and pharmacy monthly premium equivalent costs were developed separately for actives, retirees
without Medicare and retirees with Medicare based on group-specific experience. Additionally, we
provided a retrospective analysis of historical rates and experience to examine the actual cost
trends evident in the City Plan’s (UHC) recent claims data. These analyses were considered in
conjunction with overall industry and normative data when determining the premium levels for the.
July 1, 2012 to December 31, 2012 plan year (available at www.myhss.org website — January 12,
2012).

As part of the annual Rates and Benefits process HSS, Aon Hewitt, the Committee, and the HSB,
reviewed the continued appropriateness and competitiveness of the benefit design for City Plan
(UHC). The HSB was presented with many options and adopted the following benefit changes for
the City Plan (UHC): S : .

e Move to a six month pian year July 1, 2012 to December 31, 2012 [in preparation fora
change to a calendar plan year starting January 1, 2013]

o Network change from the Options PPO to the-'vOpen Chdice PPO
¢ Pharmacy management to include Specialty Drug Management
Plan modifications to comply with SB 946 (Autism Act)
The UHC administration fees were increased by 3.00% from the 2011-12 plan year. This equates to
" a $1.28 million increase for the six month plan year. The HSS administration load with UHC

remains unchanged, this administration fee increase was negotiated for three years in 2011, and
sets administrative fee increases annually through June 30, 2014. '
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The final full monthly premium equivalents after all plan design changes and a change to the six
month plan year result in an overall increase of 5.9%. For actives and retirees without Medicare it is
an increase of 11.9% and 10.9% respectively. For retirees with Medicare the final rate change is an
increase of -1.6%.

Exhibit 5 of the attachment summarizes the change in full monthly premium equivalents for the City
Plan (UHC). Included in the premium equivalent rate, pursuant to the HS Board’s Self Funded
Plans’ Funding Policy, is the application of the claims stabilization amount.

Exhibit 6 of the attachment summarizes the change in employee and retiree contributions for City
Plan (UHC). These contributions were determined in accordance with the City Charter, and include
the new 10 County survey result of $522.97. The above exhibit does not include any City
contributions that may be negotiated in MOUs. '

Rates and Benefits for the Vision Plan

Members enrolled in any medical plan offered by HSS also receive vision benefits through VSP.
The cost of the vision benefit is a component of the cost of the medical plan and has been included
in the rate exhibits referenced above.

The vision plan is a fully-insured plan. The vision plan is under a rate guarantee through June 30,

2014 with projected aggregate costs of $2.2M for the six month plan year of July 1, 2012 to

December 31, 2012. The plan year has been changed to a six month plan year, there is no savings

associated with this change due to the rate guarantees. Exhibit 7 in the attachment summarizes the
" VSP vision plan costs.

Rates, Contributions, and Benefits for Dental Plans

Three dental plans are offered to HSS members: Delta Dental PPO, Delta Care USA and Pacific
Union Dental. The Delta Dental PPO plan is-a dental PPO with a network of preferred providers
while the other two plans are dental HMOs with closed panels of providers. The City pays part of
the cost of dental benefits for employees while retirees pay the full cost of their dental benefits.

The Delta Dental PPO plan for active employees is self-funded and administered by Delta Dental
Plan of California. Future plan costs are projected based on the City employees’ claim experience.
Delta Dental’s fee for claim administration remains unchanged from 2011-12 and is guaranteed until
June 30, 2013.

. The aggregate premium for the self-funded Delta Dental PPO plan for active employees remains
unchanged from the 2011-12 projected costs; however the differentials between family rate tiers
have been adjusted to be more in line with industry standards. However, there are changes to the
tier structure that result in the following premium contributions adjustments for the active members.
These include a reducfion to the EE only tier of -15.04%, an increase of 8.50% to the EE + 1 tier,

and an increase of 3.10% to the EE + 2 tier.

The Delta Dental PPO plan for retirees, Delta Care USA dental plans for empldyees and retirees,
and Pacific Union Dental plans for employees and retirees are all fully-insured. The fuilly-insured
premiums are unchanged from the 2011-12 rates. The plan year has been shortened to a six month
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plan year; there is no savings to any dental plans associated with this change due to the rate
guarantees.

For the shortened plan year July 1, 2012 to December 31, 2012 the City will contribute the full
premium rate towards each of the dental HMO plans. For the self-funded Dental PPO the City will
contribute the full monthly premium rate minus employee contributions of $5.00, $10.00, and $15.00
for employee only, employee with one dependent, and employee with two or more dependents
respectively. These member contributions for Delta Dental PPO plan for retirees, Delta Care USA
dental plans for employees and retirees, and Pacific Union Dental plans for employees and retirees
remain unchanged from the prior plan year. Pursuant to the HS Board's Self Funded Plans’ Funding
Policy no claims stabilization amount has been applied this year. '

Exhibits 8, 9, and 10 in the attachment summarizes the changes in dental cost for both active [self-
funded] and retirees for the Delta Dental PPO plan, Delta Care USA plan, and Pacific Union Dental
plans respectively. , o '

The aggregate dental costs for the six month plan year, from July 1, 2012 to December 31, 2012 are
$21.4 million, with $19.8 million in employer contributions and $1.6 million in member contributions.
This reflects no overall change.

Summary of‘Projected July 1:, 2012 to December 31, 2012 Plan Year Costs

Set out below is a summary of how projected July 1, 2012 to December 31, 2012 aggregate HSS
plan costs are distributed across the different plans available to employees and retirees. Costs are
shown only for those plans where the employers subsidize the total premium cost. The premium
costs associated with the VSP vision core plan are included in the medical plan’s costs.

Kaiser HMO . $13.8 $134.1 $147.9 : .9, 90.6%
% Increase 5.8% . 3.0% 3.2% . :

Blue Shield HMO $19.1 $124.0 $143.0 13.3% 86.7%
% Increase _0.8% 3.9% ¢ 3.5% ’ ‘

City Plan ' $8.0 $31.0) $39.0| - 20.5% 79.5%
% Increase 10.9% - A4.7% 5.9%

Dental - $1.6 s10.8] $21.4 ‘ 7.6% 92.4%

- % Increase 0.0% 0.0% '0.0%

Total $42.5 $308.8 $351.3 12.1% _ 87.9%
% Increase 4.1% 3.3% 3.4% :

The overall estimated increase of 3.4% is slightly higher than the corresponding 2011-12 plan year
estimated increase of 3.1% (based on twelve month rates). Similarly, this year's projected
aggregate cost increase also compares favorably with available benchmark information. This
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statistic is sup(por’ted by the recently released analysis titled “Average Cost of U.S. Health Coverage
per Employee Is Expected To Cross the $10,000 Threshold In 2012 For the First Time According to
Aon Hewitt”. Employers analyzed indicate cost increases are expected to be 7.00%. '

Conclusion

Based on extensive evaluation and collaboration with HSS, Aon Hewitt validates all of the findings
presented within this report. Aon Hewitt would be pleased to answer any questions or provide
clarification about the information included in this letter to any interested parties.

Sincerely,

Anil Kochhar, ASA, MAAA

Copy:

Members of the Health Service Board

Catherine Dodd, Lisa Ghotbi, Tracey Loveridge, Health Sérvice System
Catherine Breezee, Barbara Weaver Lloyd, Paige Sipes-Metzler, Aon Hewitt

i http://aon.media room.com/index.php?=438item=2397, October 3, 2011
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File No. 120050

: FORM SFEC-126:
NOTIFICATION OF CONTRACT APPROVAL
(S.F. Campaign and Governmental Conduct Code § 1.126)

City Elective Officer Information (Please print clearly.)

Name of City elective officer(s): City elective office(s) held:

Members, Board of Supervisors : Members, Board of Supervisors

Contractor Information (Please print cléarly. )

Name of contractor:

Kaiser Foundation Health Plan, Inc.
Northern California Region

Kaiser Foundation Health Plan, Inc.
Southern California Region

Please list the names of (1) members of the contractor’s board of directors; (2) the contractor’s chief executive officer, chief
financial officer and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor; (4)
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use
additional pages as necessary. :

- 1.) Please see attached
2.) Please see attached : :
3.) Kaiser Permanente represents a not-for-profit prepaid group practice plans, which represents a partnership
between Kaiser Foundation Health Plan, Inc. and Kaiser Foundation Hospitals and the Permanente Medical
Groups. As such, there is no owner, shareholders or sponsor.

Health Plans and Hospitals are nonprofit corporations whose capital is available for charitable, educational,
research and related purposes and are generally exempt from federal and state income taxes. No individual
or entity has any ownership interest in Health Plans or Hospitals.

4) N/A
5) N/A

Contractor address:

Kaiser Foundation Health Plan, Inc.
Northern California Region

1950 Franklin Street

QOakland, CA 94612

Kaiser Foundation Health Plan, Inc.
Southern California Region

393 East Walnut Street

Pasadena, CA 91188

Date that contract was approved: Amount of contract:
January 12, 2012 by the Health Service Board $147,895,182*




Describe the nature of the contract that was approved:

Medical Health Insurance: Kaiser Permanente Traditional Plan, HMO and Senior Advantage with Part D.

Comments:

The amount of this contract is based on the most recent actuarial information and will change due to employee resignations,
new hires, terminations and other attrition factors, as well as member selections at the time of qualifying events.

This contract was approved by (check applicable):
O the City elective officer(s) identified on this form

Ka board on which the City elect1ve officer(s) servesSan Francisco Board of Superv1sors
Print Name of Board

O the board of a state agency (Health Authorlty, Housing Authority Commission, Industrial Development Author1ty

Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits

Print Name of Board

Filer Information (Please print clearly.)

Name of filer:
Angela Calvillo, Clerk of the Board

Contact telephoneb number:
415-554-5184

Address: City Hall, Room 244
1 Dr. Carton B. Goodlett Pl,;’-QSan_'z“Francisco CA 94102

E-mail: e T ) ‘
Board. of Superv1sors@sfgov org

Signature of City Elective Officer (if submitted by City elective officer)

Date Signed

Signature of Board Secretary or Clerk (if submitted by Board Secretary or Clerk)

Date Signed

SAALL FORMS\2008\Form SFEC-126 Contractors doing business with the City 11.08.doc



. ‘

George C. Halvorson
Chairman and Chief Executive Ofﬁcer Kaiser Foundation Health Plan Inc., and Kaiser
Foundat1on Hospitals

Christine K. Cassel MD, MACP
President and Chief Executive Officer of the: Amerlca.n Board of Internal Med1c1ne and ABIM
Foundation

Thomas W. Chapman, ‘M‘PH, EdD
President and Chief Executive Officer of the HSC Foundation

Daniel P. Garcia
Senior Vice President and Chief Comphance Officer, Kaiser Foundation Health Plan, Inc., and
Kaiser Foundation Hospitals

William R. Graber
Retired Chief Financial Officer of McKesson Corporatlon

J. Eugene Grigsby 111, PhD
- President and Chief Executive Officer of the Natlonal Health Foundation

Judith A. Johansen, JD
President of Marylhurst University, Portland, Oregon

Kim J. Kaiser
Senior Pilot, Alaska Airlines

Philip A. Marineau
Operating Partner, LNK Partners and Ret1red President and Chief Executive Ofﬁcer of Levi
Strauss & Co.

Jenny J. Ming
President and Chief Executive Ofﬁcer Charlotte Russe Holdlng, Inc., and Former President of
Old Navy

Edward Pei
Retired Executive Vice Pre51dent of the Consumer Bankmg Group of First Hawaiian Bank

J. Neal Purcell
Retired Vice Chairman and Managing Partner of KPMG, LLP

Cynthia A. Telles, PhD

Director of the Spanish-Speaking Psychosocial Clinic of the Neuropsychiatric Institute and
Hospital at the University of California, Los Angeles School of Medicine, and Associate Clinical
Professor with the UCLA School of Medicine -

Page 1 of2



Sandra P. Thompkins, JD :
Executive Director of Human Resources, Delphi Corporatlon s Packard Electric Division

B National leadership team

George C. Halvorson
Chairman and Chief Executive Officer

Bernard J. Tyson
Executive Vice President, Health Plan and Hospital Operations

- Anthony Barrueta.
Senior Vice President, Government Relations

Ravmond J. Baxter, PhD
Senior Vice Premdent Community Benefit, Research and Health Policy

Chuck Columbus .
Senior Vice President and Chief Human Resources Officer

Phil Fasano ,
Executive Vice President and Chief Information Officer

Diane Gage Lofgren, APR _
Senior Vice President, Brand Strategy, Communications and Public Relations

Kathy Lancaster :
Executlve Vice Pre51dent and Chief Financial Officer

Jed Weissberg, MD -
Senior Vice President, Quality and Care Delivery Excellence

Arthur M. Southam, MD ,
Executive Vice President, Health Plan Operations

| Mark S. Zemelman
- Senior Vice President and General Counsel
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File No. 120050

 FORM SFEC-126:
NOTIFICATION OF CONTRACT APPROVAL
(S.F. Campaign and Governmental Conduct Code § 1.126)

City Elective Officer Information (Please print clearly.)

Name of City elective officer(s): City elective office(s) held:

Members, Board of Supervisors ' Members, Board of Supervisors

Contractor Information (Please print clearly.)

Name of contractor: United HealthCare Services, Inc

Please list the names of (1) members of the contractor’s board of directors; (2) the contractor’s chief
executive officer, chief financial officer and chief operating officer; (3) any person who has an ownership-
of 20 percent or more in the contractor; (4) any subcontractor listed in the bid or contract; and (3) any
political committee sponsored or controlled by the contractor. Use additional pages as necessary.

1. Board Members: 7
William C. Ballard, Jr.
Richard T. Burke
Robert J. Darretta
Stephen J. Hemsley
Michele J. Hooper
Rodger A. Lawson 7
Douglas W. Leatherdale
Glenn M. Renwick
Kenneth I. Shine, M.D.
Gail R. Wilensky, Ph.D.

2. CEO, CFO, COO

Steve J. Hemsley CEO, COO
David S. Wichmann CFO

3. No person owns 20 perc'enf or more in the contractor

4. We provide most of our core services directly through the UnitedHealth Group family of
companies. This allows us to offer affordable solutions thrtough integrated data elements and.
systems, streamlined implementations and unified account management support.

We do work with a variety of external vendors and subcontractors and have listed some of these
third parties and the different capacities in which we interact with them. Due to the broad spectrum
of UnitedHealth Group businesses and variations in the contractual relationships we have with each
vendor or subcontractor, this list is subject to change and should not be considered exhaustive.




VENDORS AND SUBCONTRACTORS

PRESCRIPTION BENEFITS ADMINISTRATION

Medco Health Solutions, Inc. (Medco) is our business partner in the administration of our pharmacy
program. While UnitedHealthcare Pharmacy directs all key aspects of the pharmacy benefit
program, we have contracted with Medco to outsource general program administration, 1ncIud1ng
retail network management, since 2000.

NETWORK LEASING

UnitedHealthcare owns the majority of networks we use for providing health care coverage.
However, we use leased or vendor networks where it is not feasible to develop our own network.
Vendor networks must comply with the same quality standards we use for our own networks.
Vendor network compensation varies based on market demands and the customary practices of the
local marketplace. We retain responsibility for claim processing. In addition, we oversee all
quality issues, including quality control of the physicians and other health care professionals in the
network. -

. OVERPAYMENT IDENTIFICATION VENDORS

We contract with a riumber of vendors to identify overpayments. These vendors perform a variety
of audits, including, but not limited to, credit balance, data mining, COB, contract audits, DRG
audits, workers’ compensation and subrogation. Generally, these vendors do not perform
collections on the overpayments they identify in an effort to reduce the number of vendors
approaching physicians. A collection vendor is assigned to collect these overpayments.

OVERPAYMENT COLLECTION VENDORS

We contract with a number of vendors to collect overpayments that are identified internally or from
an overpayment identification vendor. Overpayment collection vendors are responsible for sending
out the initial overpayment notification letter and will follow up with the physician on outstanding
balances through phone calls or subsequent recovery letters. These vendors assist with the

- resolution of physician disputes/appeals.

MATERNITY MANAGEMENT

We subcontract with Alere (formerly Matria Healthcare) to provide portions of our Healthy
Pregnancy Program (HPP). We do use an outside vendor for external review on selected cases.

SHARED SAVINGS PROGRAM

We use Viant, Three Rivers Physician’s Network, First Health Networks anid MultiPlan’s national
network of hospitals, physicians and other health care professionals to provide discounts to our
customers for non-network claims through our Shared Savings Program (SSP).

HEALTH INFORMATION

Various internal and external sources provide health content to our member Web site, myuhc.com.
Each resource maintains relationships with various health professionals who write, edit and review
the content created for the site. We screen each vendor for accuracy and independence of content.




SURVEYS

We conduct an annual satisfaction survey based upon the HEDIS 3.0 standards.

Administration of the CAHPS survey is a joint effort between the Survey Research Studies division
of OptumInsight (a UnitedHealth Group company) and the Center for the Study of Servrces (CSS).
CSSi is certified by NCQA as a CAHPS survey vendor.

SOCIAL SECURITY ADVOCACY ASSISTANCE

Social Security advocacy assistance is provided through another vendor. Claim spe01ahsts are
trained to educate, guide and monitor the application process for Social Security disability benefits.
We then consider offering assistance through Social Security Law Group.

ID CARDS

Our member medical ID cards are produced by Fiserv Output Solutions, a business uni_tof.FiserV,
Inc. Fiserv, headquartered in Stafford, Texas, is a provider of business-¢ritical communications to
the financial services, health care, telecommunications, investment services and retail markets.

LEGAL

We will be responsible for holding our vendors to the same standards and requirements to which we |
agree. We will accept responsibility to the extent that our subcontracted vendor fails to meet any
contractual obligation assumed by us.

5. There are no political committees sponsored or controlled by the contractor.

Contractor address: 185 Asylum Street
Hartford, CT 06103-3408 '

Date that contract was approved: January 12,2012 by
the Health Service Board -

Amount of contract:
$1,278,073 (ASO) + $38,972,185 (estimated
claims) =$40,250,258*

Describe the nature of the contract that was approved: Self-Insured Medical Plan sponsored by CCSF
and whose claims administration is outsourced to UnitedHealth Services, Inc.

Comments:* The amount of this contract is based on the most recent actuarial information and will
change due to actual claims, employee resignations, new hires, terminations and other attrition factors, as

well as member selections at the time of qualifying events.




This contract was approved by (check applicable):
O the City elective officer(s) identified on this form

a board on which the City electivé officer(s) serves San Francisco Board of Supervisors
Print Name of Board

O the board of a state agency (Health Authdrity,v Housing Authority Commission, Industrial Development Authority
Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits

Print Name of Board

Filer Information (Please print clearly.)
Name of filer:

Angela Calvillo. Clerk of th g Contact telephone number:
- Angela . _
Bea BaTvi o, Ghewk of the Boar | 415-554-5184

Address: ity Hall, Room 244 E-mail: .
1 Dr. Carlton B. Goodlett Pl, San Francisco, CA 94102 | Board.of.Supervisors@sfgov.org

Signature of City Elective Officer (if submitted by City elective officer) Dafe Signed

Signature of Board Secretary or Clerk (if submitted by Board Secretary or Clerk) Date Signed



File No. 120050

FORM SFEC-126:
NOTIFICATION OF CONTRACT APPROVAL-
(S.F. Campaign and Governmental Conduct Code § 1. 126)

City Elective Officer Information (Please print clearly.)

Name of City elective officer(s): =~ City elective office(s) held:

Members, Board of S‘upervisors » ' Members, Board of Superv1sors

Contractor Informatlon (Please print clearly )

Name of contractor:
Blue Shield of California -

Please list the names of (1) members of the contractor’s board of directors; (2) the contractor’s chief executive officer, chief
financial officer and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor; (4)
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use
additional pages as necessary. ' '

(1} members of the contractor's board of directors;

Bruce G. Bodaken -
Doug Busch
Vanessa Chang
Evelyn Dilsaver
Hector Flores, M.D.
Alan Fohrer
William Hauck:
Sandra Hernandez, M.D.
Robert Lee
© Mohammad H. Qayoumi, Ph.D.

(2} the contractor’s chief executive officer, chief financial officer and chief operating officer;

Bruce Bodaken, President, Chairman and CEO

Heidi Fields, Executive Vice President, Chief Financial Officer
|

~Paul Markovich, Executive Vice President, Chief Executive Officer
(3) any persoh who has an ownership of 20 percent or more in the contractor;
Blue Shield is a Not-for-Profit Mutual Benefit Corporation.

(4) any subconiractor listed in the bid or confract; and

N/A




(5) any political committee sponsored or conirolled by the contractor.

Biue Shield of Cdlifornia Politicat Action Committee

Contractor address:
50 Becle Street, San Francusco CA 94105

Date that contract was approved: , Amount of contract:
January 12, 2012 by the Health Service Board $143,048,233 (July 1, 2012 to December 31,
-1 2012)* ,

Describe the nature of the contract that was approved:
Medical Coverage: Blue Shield Traditional HMO and Blue Shield 65 Plus

Comments: , _

*The amount of this contract is based on the most recent actuarial information and will change due fo
employee resignations, new hires, terminations omd other attrition foc’rors as well as member selections at
’rhe fime of qudlifying events. :

This contract was approved by (check applicable):
O the City elective officer(s) identified on this form

Kl a board on which the City elective ofﬁcer(s) serves San Francisco Board of Supervisors
Print Name of Board

. [ the board of a state agency (Health Authority, Housing Authonty Commission, Industrial Development Authority

Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits

Print Name of Board

N

Filer Information (Please print clearly.)

Name of filer: Contact telephone number:
. Angela Calvillo, Clerk of the Board 415-554-5184
Address: City Hall, Room 244 ‘ E-mail:
1 Dir. Carlton B. Goddlett Pl.,: San Framcisco CA 94102 | Board.of.Supervisors@sfgov.org

- Signature of City Elective Officer (if submitted by City elective officer) l Date Signed

Signature of Board Secretary or Clerk (if submitted by Board Secretary or Clerk) Date Signed

SAALL FORMS\2008\Form SFEC-126 Contractors doing business with the City 11.08.doc



File No. 120050
FORM SFEC-126:

NOTIFICATION OF CONTRACT APPROVAL
(S.F. Campaign and Governmental Conduct Code § 1.126)

| Clty Elective Officer Information (Please print clearly.)

Name of City elective officer(s):

Members, Board of Supervisors

City elective office(s) held:

Members, Board of Supervisors :

Contractor Information (Please print clearly.)

Name of contractor:

Delta Dental of California ( Delta Dental PPO Active Self Insured and Retiree PPO fully insured, DeltaCare DHMO)

Please list the names of (1) members of the contractor’s board of directors; (2) the contractor’s chief executive officer, chief
financial officer and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor; (4)
| any subcontractor listed in the bid or com‘ract and (5) any political committee sponsored or controlled by the contractor. Use

additional pages as necessary.

(1)DIRECTORS AND OFFICERS
Glen F. Bergert

100 First Street

San Francisco, CA 94105

Barbara J. Burgel
100 First Street
San Francisco, CA 94105

D. Douglas Cassat, DDS
100 First Street
San Francisco, CA 94105

R. Kent Farnsworth, DDS, Chair
100 First Street
San Francisco, CA 94105

Lynn L. Franzoi
100 First Street
San Francisco, CA 94105

Devang M. Gandhi, DDS
100 First Street
San Francisco, CA 94105

Gregory D. Kaplan, DDS, 2naVice Chair

100 First Street
San Francisco, CA 94105

Steven F. McCann,.Treasurer
100 First Street
San Francisco, CA 94105

| Terry A. O'Toole
100 First Street
San Francisco, CA 94105

Renuka (Becky) P. Patel, 1stVice Chair
100 First Street
San Francisco, CA 94105




Gary D. Radine (Ex Officio)
100 First Street
San Francisco, CA 94105

Jo Bonita Rains
100 First Street
Sa_n Francisco, CA 94105

Andrew J. Reid, Secretary
100 First Street ‘
San Francisco, CA 94105

Coragene 1. Savio, DDS
100 First Street ,
San Francisco, CA 94105

~ Steven W. Voss
100 First Street
‘San Francisco, CA 94105

Thomas A. Zimmerman
100 First Street
San Francisco, CA 94105

(2)

Chief Executive Officer — Gary Radine
Chief Financial Officer — Michael Castro
Chief Operating Officer — Tony Barth

(3)

None

(4)

None

(5)

None

Contractor address:
100 First Street, San Francisco, C»alifornia 94105

Date that coniract was approved:
January 12, 2012 approved by the Health Service Board

Amount of contract: $27,282,541 (July 1, 2012

to December 31, 2012)*

Delta Dental PPO - -
Policy Number 1697 — Retirees
$4,923,000

Delta Dental PPO - ‘
Policy 9502 — Actives: (Self-funded Claims +
Admin. o
$21,841,625 '

DeltaCare USA — DHMO
Policy # 01797 — DeltaCare:
$480,824




Describe the nature of the confract that was approved
Dental Beneﬁts

Comments: ‘
*The amount of this contract is based on the most recent actuarial information and will change due to employee res1gnat10ns

new hires, terminations and other attrition factors, as well as member selections at the time of qualifying events. And, for Delta
Dental PPO Active Self-Insured Plan, the final contract amount is also based on actual claims.

This contract was approved by (check applicable):
O the City elective officer(s) identified on this form

*# a board on which the City elective ofﬁcer(s) serves San Francisco Board of SuPe‘—’VlSOIS
Print Name of Board

[0 the board of a state agency (Health Authority, Housmg Authority Commission, Industrial Development Authority
Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits

Print Name of Board
Filer Information (Please print clearly.) .
Name of filer: o ‘ . Contact telephone number:
Angela Calvillo, Clerk of the Board : 415-554-5184
Address: City Hall, Room 244 | ~ | E-mail: ‘
1. Dr. Carlton B. Goodlett P1l,.San Francisco, CA 94102 Board.of.Supervisors@sfgov.org

Signature of City Elective Officer (if submitted by City elective officer) . Date Signed

Signature of Board Secretary or Clerk (if submitted by Board Secretary or Clerk) Date Signed
SA\ALL FORMS\2008\Form SFEC-126 Contractors doing business with the City 11.08.doc '







File No. 120050

FORM SFEC-126:
NOTIFICATION OF CONTRACT APPROVAL
(S.F. Campaign and Governmental Conduct Code § 1.126)

City Elective Officer Information (Please print clearly.)

Name of City elective ofﬁcer(s): - | City elective office(s) held:

Members, Board of Supervisors Members, Board of Supervisors

Contractor Information (Please print clearly )

Name of contractor: DENTAL BENEFIT PROVIDERS OF CALIFORNIA IN C., a subsidiary of Umted
HealthGroup [Pacific Umon]

Please list the names of (1) members of the contractor’s board of directors, (2) the contractor’s chief
executive officer, chief financial officer and chief operating officer; (3) any person who has an ownership
of 20 percent or more in the contractor, (4) any subcontractor listed in the bid or contract; and (5) any
political committee sponsored or controlled by the contractor. Use additional pages as necessary.

1. Board Members:’

| William C. Ballard, Jr.
Richard T. Burke
Robert J. Darretta
Stephen J. Hemsley
Michele J. Hooper

| Rodger A. Lawson
Douglas W. Leatherdale
Glenn M. Renwick |
Kenneth I. Shine, M.D.
Gail R. Wilensky, Ph.D.

2. CEO, CFO, COO

Steve J. Hemsley CEO, COO -
David S. Wichmann CFO

3. No person owns 20 percent or more in the contractor

4. We provide most of our core services directly through the UnitedHealth Group family of
companies. This allows us to offer affordable solutions through integrated data elements and
systems, streamlined implementations and unified account management support.

We do work with a variety of external vendors and subcontractors and have listed some of these

third parties and the different capacities in which we interact with them. Due to the broad spectrum
~ of UnitedHealth Group businesses and variations in the contractual relationships we have with each

vendor or subcontractor, this list is subject to change and should not be considered exhaustive.




VENDORS AND SUBCONTRACTORS

PRESCRIPTION BENEFITS ADMINISTRATION

Medco Health Solutions, Inc. (Medco) is our business partner in the administration of our pharmacy
program. While UnitedHealthcare Pharmacy directs all key aspects of the pharmacy benefit
program, we have contracted with Medco to outsource general program administration, including
retail network management, since 2000.

NETWORK LEASING

UnitedHealthcare owns the majority of networks we use for providing health care

coverage. However, we use leased or vendor networks where it is not feasible to develop our own
network. Vendor networks must comply with the same quality standards we use for our own
networks. Vendor network compensation varies based on market demands and the customary
practices of the local marketplace. We retain responsibility for claim processing. In addition, we
oversee all quality issues, including quality control of the physicians and other health care
professionals in the network.

OVERPAYMENT IDENTIFICATION VENDORS

We contract with a number of vendors to identify overpayments. These vendors perform a variety
of audits, including, but not limited to, credit balance, data mining, COB, contract audits, DRG
audits, workers’ compensation and subrogation. Generally, these vendors do not perform

~ collections on the overpayments they identify in an effort to reduce the number of vendors
approaching physicians. A collection vendor is assigned to collect these overpayments.

_ OVERPAYMENT COLLECTION VENDORS

We contract with a number of vendors to collect overpayments that are identified internally or from
an overpayment identification vendor. Overpayment collection vendors are responsible for sending
out the initial overpayment notification letter and will follow up with the physician on outstanding
balances through phone calls or subsequent recovery letters, These vendors assist with the
resolution of physician disputes/appeals.

MATERNITY MANAGEMENT

We subcontract with Alere (formerly Matria Healthcare) to provide portions of our Healthy
Pregnancy Program (HPP). We do use an outside vendor for external review on selected cases.
SHARED SAVINGS PROGRAM

We use Viant, Three Rivers Physician’s Network, First Health Networks and MultiPlan’s national |
network of hospitals, physicians and other health care professionals to provide discounts to our
customers for non-network claims through our Shared Savings Program (SSP)..

HEALTH INFORMATION

Various internal and external sources provide health content to our member Web site,
myuhe.com. Each resource maintains relationships with various health professionals who write,
edit and review the content created for the site. We screen each vendor for accuracy and
independence of content. S




SURVEYS

We conduct an annual satisfaction survey based upon the HEDIS 3.0 standards.

Administration of the CAHPS survey is a joint effort between the Survey Research Studies division
of OptumInsight (a UnitedHealth Group company) and the Center for the Study of Services
(CSS). CSS is certified by NCQA as a CAHPS survey vendor.

SOCIAL SECURITY ADVOCACY ASSISTANCE

Social Security advocacy assistance is provided through another vendor. Claim specialists are
trained to educate, guide and monitor the application process for Social Security disability -
benefits. We then consider offering assistance through Social Security Law Group.

ID CARDS

Our member medical ID cards are produced by Fiserv Output Solutions, a business unit of Fiserv,
Inc. Fiserv, headquartered in Stafford, Texas, is a provider of business-critical communications to
the financial services, health care, telecommunications, investment services and retail markets.

LEGAL

We will be responsible for holding our vendors to the same standards and requirements to which we
agree. We will accept responsibility to the extent that our subcontracted vendor fails to meet any
contractual obligation assumed by us. -

5. There are no political committees sponsored or controlled by the contractor.

Contractor address: 185 Asylum Street
Hartford, CT 06103-3408

Date that contract was approved: January 12, 2012 by Amount of contract:

the Health Service Board $194,328 (July 1 2012 to December 31, 2012)*
Describe the nature of the contract that was approved: ' ‘

DMO Dental Coverage for both active and retirees

Comments: : ‘
*The amount of this contract is based on the most recent actuarial information and will change due to
employee resignations, new hires, terminations and other attrition factors, as well as member selections at

the time of qualifying events.




This contract was approved by (check applicable):
O the City elective officer(s) identified on this form ‘
Kl a board on which the City elective officer(s) serves __San Francisco Board of Supervisors
) Print Name of Board
O the board of a state agency (Health Authority, Housing Authority Commission, Industrial Development Authority

Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits

Print Name of Board -

Filer Information (Please print clearly.)

Name of filer: - » Contact telephoné number:
Angela Calvillo, Clerk of the Board : 415-554-5184
Address: 'City Hall, Room 244 , ' E-mail: : :
1 Dr. Carlton B. Goodlett Pl, San Francisco, CA 94102 | Board.of.Supervisors@sfgov.org

Signature of City Elective Officer (if submitted by City elective officer) Date Signed

Signature of Board Secretary or Clerk (if submitted by Board Secretary or Clerk) Date Signed .
- SMNALL FORMS\2008\Form SFEC-126 Contractors doing business with the City 11.08.doc



