


ACTION SHEET
CITY COUNCIL COMMITTEE MEETING OF 04/08/15
ITEM FROM FINANCE COMMITTEE MEETING OF 03/30/15

ISSUE:

18. Presentation and Approval of Health Plan Savings Options. (Sandra Perez)

FINANCE COMMITTEE ACTION: APPROVED AS DISCUSSION ITEM

Approved Health Plan Savings Option 2A noting $860,000 savings Benefit Changes
Premium Trend.

FUNDING SOURCE:

SPECIAL CONDITIONS OR AMENDMENTS

Approved Option 2A noting the $860,000 savings from benefit changes to the
spreadsheet regarding premiums. The premiums will be set to a fixed fund balance of
$5 million calculated every year through a five year period - FY 2019/20.

STAFF FOLLOW-UP:

VOTE FOR AGAINST ABSTAIN
COUNCILOR TRUIJILLO
Excused
COUNCILOR RIVERA X
COUNCILOR LINDELL X
COUNCILOR MAESTAS X

CHAIRPERSON DOMINGUEZ




City off Samta e, New Mexico

mermnmao

DATE: March 24, 2015

TO: Finance Committee
o

FROM: S Director

SUBJECT: HEALTH PLAN SAVINGS OPTION

Attached are the four (4) options related to savings from Benefit Changes to the Health Plan Design.

I will present a verbal report on the meeting with the Group Insurance Advisory Committee, which will include
their feedback related to the membership from the groups they represent. Each of the representatives indicated
they would be in attendance at the meeting as well as some of the members from their respective groups.

Following your instructions the four options are as follows:

Option 1: Leave NO co-pay untouched; maintain $2 million fund balance FY 17/18
Run 5 year cost projections based on no change to premiums
Run 5 year cost projections based on premium trends increase

Option 2: $860,000 savings from Benefit Changes; maintain $2 million fund balance FY 17/18
Run 5 year cost projections based on no change to premiums
Run 5 year cost projections based on premium trends increase

Option 3: Maximum Benefit Changes to maintain co-pay design; $2 million fund balance FY 17/18
Run 5 year cost projections based on no change to premiums
Run § year cost projections based on premium trends increase

Option 4: Plan design change to deductible & co-insurances, $2 million savings plus
$2 million fund balance FY 17/18
Run 5 year cost projections based on no change to premiums
Run 5 year cost projections based on premium trends increase

I have also included four different “Information Sheets” that we will discuss with AON. These are 5 year
projection information sheets based on different questions posed during our previous discussions, which
includes the indexing scenario (sheet A) posed by Councilor Maestas.

We are looking forward to a fruitful discussion.



OPTIONS




Option # 1 - Increase All Copays

Maintain S2Million Fund Balance FY 17/18

Deductible

per Person / per Family
Out-of-Pocket Maximum
per Person / per Family

SERVICES

Preventive Services

Primary Care Office Visits
Specialist Care Office Visits
Urgent Care

Hospiltal inpatient
Outpatient Surgery

Lab and X-ray

MR!/ PET / CAT Scans

Emergency Room

ALTERNATIVE MEDICINE

Acupuncture

Chiropractic

Naprapathy

Medical Massage

PHARMACY

Retall (up to 31-day supply) Tier 1

Tier 2

Tier 3

Home Delivery - Mail Order

Tier 1

Tier 2

Tier3

MONTHLY PREMIUM COST - FAMILY {Employee 5hare)

CURRENT PROPOSED
Premium Plan Premium Plan
In-Network in-Network
None
N/A
Plan pays 100% No Change* *required hy Affordable
Health Care Act
$10 copay $15 copay
$10 copay $30 copay $255,000
$10 copay $30 copay
$250 copay $500 copay 545,000
$75 copay $150 copay $30,000
Plan pays 100% Coinsurance 10% $105,000
Plan pays 100% $100 copay 515,000
$125 copay $150 copay 515,000
$10 copay / 24 visit | $30 copay + combined
limit 24 visits
$10 copay / 24 visit | $30 copay + combined 575’000
limit 24 visits
$10 copay/ 24 visit | $30 copay + combined
limit 24 visits
$10 copay / $2400 per Eliminate $400,000
plan year
$10 copay $10 copay
$15 copay $20 copay
N/A $40 copay
$100,000
$10 copay $10 copay
$15 copay $20 copay
N/A $40 copay
7.2% premium increase
$399.2 /month 427.94 / month across all coverage levels
Total: $1,040,000

(03/12/2015}

(12/26/14)
(12/26/14)

(3/12/15)

(3/12/15)

{12/26/14)

(12/26/14)

(12/26/14)

(12/26/14)
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Option # 2 - $860,000 Benefit Changes

Deductible

per Person / per Family
Out-of-Pocket Maximum
per Person / per Family

SERVICES

Preventive Services

Primary Care Office Visits
Specialist Care Office Visits
Urgent Care

Hospital Inpatient
Outpatient Surgery

Lab and X-ray
MRI / PET / CAT Scans

Emergency Room

ALTERNATIVE MEDICINE

Acupuncture

Chiropractic

Naprapathy

Medical Massage

PHARMACY

Retail {up to 31-day supply) Tier 1

Tier 2

Tier3

Home Delivery - Mail Order

Tler 1

Tier 2

Tier 3

MONTHLY PREMIUM COST - FAMILY {Employee Share)

$2,000,000 Fund Balance FY 17/18

(03/12/2015)

(12/26/14)

(12/26/14)

(12/26/14)

CURRENT PROPOSED
Premium Plan Premium Plan
In-Network In-Network
None None
N/A N/A
Plan pays 100% No Change* *required by Affordable
Health Care Act
$10 copay $15 copay
$10 copay $30 copay = $255,000
$10 copay $30 copay
$250 copay No Change
$75 copay $150 copay = | $30,000 (12/26/14)
Plan pays 100% no change
Plan pays 100% no change
$125 copay no change
$10 copay / 24 visit | $30 copay + combined
fimit 24 visits
$10 copay / 24 visit | $30 copay + combined $75’000
limit 24 vislts =
$10 copay / 24 visit | $30 copay + combined
limit 24 visits
$10 copay / $2400 per
olan year Eliminate $400,000
$10 copay $10 copay
$15 copay $20 copay
N/A $40 copay
= $100,000
$10 copay $10 copay
515 copay $20 capay
N/A $40 copay
7.2% premium Increase
$399,2 /month 427.94 / month across all coverage levels
Total: $860,000
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Option # 3 - $1,667,000 Benefit Changes

$2,000,000 Fund Balance FY 17/18

Deductible

per Person / per Family
Out-of-Pocket Maximum
per Person / per Family

SERVICES

Preventive Services

Primary Care Office Visits
Specialist Care Office Visits
Urgent Care

Hospital Inpatient
QOutpatient Surgery

Lab and X-ray

MRI / PET / CAT Scans

Emergency Room

ALTERNATIVE MEDICINE

Acupuncture

Chiropractic

Naprapathy

Medical Massage

PHARMACY

Retall (up to 31-day supply) Tier 1

Tier 2

Tier 3

Home Delivery - Mall Order

Tier1

Tier 2

Tler 3

MONTHLY PREMIUM COST - FAMILY (Employee Share)

CURRENT PROPOSED
Premium Plan Premium Plan
In-Network In-Network
None None
N/A
Plan pays 100% No Change* *required by Affordable
Health Care Act
$10 copay $30 copay
$10 copay $50 copay $480,000
$10 copay $50 copay
$250 copay $1,000 copay $151,000
$75 copay $250 copay $76,000
Plan pays 100% Coinsurance 20% $210,000
Plan pays 100% $250 copay $45,000
$125 copay $200 copay $45,000
$10 copay / 24 visit | $50 copay + combined
fimit 24 visits
$10 copay / 24 visit | $50 copay + combined $160,000
limit 24 visits
$10 copay / 24 visit | $50 copay + combined
jimit 24 visits
$10 copay / $2400 per
plan year Eliminate $400,000
$10 copay $10 copay
$15 copay $20 copay
N/A $40 copay
$100,000
$10 copay $10 copay
$15 copay $20 copay
N/A $40 copay

$399.2 /month

427.94 / month

7.2% premium Increase
across all coverage levels

Total:

$1,667,000

{03/12/2015)
(12/26/14)
(12/26/14)

(3/12/15)

(3/12/15)

(12/26/14)

(3/23/15)

(12/26/14)

(12/26/14)
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$2 Million Savings

Benefit In-network Out network
Member Coinsurance 20% 50%
Ind Deductible S 1,000 $ 2,000
Family Deductible $ 2,000 $ 4,000
ind OOP Maximum S 3,000 S 6,000
Family OOP Maximum S 6,000 $ 12,000
Inpatient Hospital Ded + coins Ded + coins
Skilled Nursing Facility Ded + coins Ded + coins
Emergency Room Ded + coins Ded + coins
Urgent Care Ded + coins Ded + coins
Outpatient Surgery Ded + coins Ded + coins
Advanced Radiology Ded + coins Ded + coins
Basic Radiology Ded + coins Ded + coins
Other Outpatient Facility Ded + coins Ded + coins
PCP Office Visit . Ded + coins Ded + coins
PCP Inpatient Visit Ded + coins Ded + coins
Preventive Care/Well Baby Covered 100% Ded + coins
All Other PCP Services Ded + coins Ded + coins
Specialist Office Visit Ded + coins Ded + coins
Specialist Inpatient Visit Ded + coins Ded + coins
Specialist ER Visit Ded + coins Ded + coins
Psychiatry Ded + coins Ded + coins
Office Surgery (Prof) Ded + coins Ded + coins
Outpatient Surgery (Prof) Ded + coins Ded + coins
inpatient Surgery (Prof) Ded + coins Ded + coins
Anesthesia Ded + coins Ded + coins
Physical Medicine/Rehab Ded + coins Ded + coins
Specialist Radiology Ded + coins Ded + coins
Specialist Lab/Pathology Ded + coins Ded + coins
All Other Specialist Services Ded + coins Ded + coins
Chiropractic Ded + coins Ded + coins
Home Health Ded + coins Ded + coins
Ambulance Ded + coins Ded + coins
DME/Prosthetics/Appliances Ded + coins Ded + coins
Retail Generic $10

Retail Brand Formulary $20

Retail Non-Formulary $40

Retail Specialty $40

Mail Generic (90-day) $10

Mail Brand Formulary (90-day) $20

Mail Non-Formulary (90-day) $40

Mail Specialty (90-day) $40

NOTE: It's not possible to achieve $2 million in savings on a copay type plan
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FINANCE COMMITTEE 3/30/15 HEALTH PLAN SAVINGS OPTION

VERBAL REPORT — STATEMENT

Good Evening, Mr. Chairman and members of the Committee. For the record, I am Sandra
Perez, HR Director In Transitu. 1 am here tonight to present to you four options for Benefit
Changes within our Health Plan Design, in particular the Medical plan.

Following your instructions, and with the assistance of AON, Vicki Gage our Operations
Manager & Benefits Manager and I put together the four options found in your packets. There
are also four additional 5-year projections “information sheets” attached for general discussion
with AON. These contain information addressing additional comments or questions posed by
the Committee.

We met with the Group Insurance Advisory Committee to present these options and I have for
you tonight the results of their opinions and preferences related to the groups they represent on
the committee.

Mr. Chairman, for ease of the presentation, with your permission I would like to outline the four
different savings options in your packet — and then 1 would like to go through the committee’s
feedback, comments and final results. Afterwards, myself, Vicki and Todd Burley of AON
would stand for questions. Additionally, members of the Group Insurance Advisory Committee
are also here should you have questions for them.

(DESCRIBE THE OPTIONS NOW)

Each option for benefit changes is coupled with two different five-year projection sheets. The
first projection sheet shows the projections for the fund balance related to keeping the premiums
flat (meaning neither the city or employees will contribute any additional money above the
premium rates we are currently making) and the second projection sheet reflects the fund balance
related to premium increases based on projected national trends. :

Optioh #1 — Leave no co-pay unchanged, aim for a $2 million fund balance in 17/ 18. Savings
$1,040,000. (speak to 5 year projections attached)

Option #2 — Save $860,000 and aim for a $2 million fund balance in 17/18. (speak to 5 year

projections attached)

Option #3 — Push co-pays to maximum level possible without moving to a deductible/co-
insurance model, aim for a $2 million fund balance in 17/18. Savings $1,667,000. (speak to 5
year projections attached)

Option #4 — Move to a deductible/co-insurance model, aim for a $2 million fund balance in
17/18. Savings $2 million. (speak to 5 year projections attached)
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COMMITTEE PREFERENCES:

Member ' Optl |Opt2 [Opt3 .|Opt4 | Comments

Hutton (Fire) | No No No No There are some things to
' consider — but as presented
no option in full is
o v 3 : | acceptable

.| Martinez (Police) No [No No - |No Consider breaking premium
‘ into tiers based on Income
Brackets much like the

_ S P IR, SoNM
Romero (AFSCME) |No | No No. |No _ _ _
Schiavo - (Non- | Yes | Yes : |Neutral { No  |Due ‘to subsidization by
{ Union) : some members (low claims:

{ vs. high claims) health ins.
: -should. work -more like car

' _ Garcia(Finance) No Yes No Ne Premium tiers considered —
| ' only if pay increases are
: Nk .ol .|+ . lacrosstheboard -
Total 1 13, 1 - Jo
neutral |
COMMI'ITEE DISCUSSION:
Hutton ire): o o I L s

+«Fire: membershlp has as feel ef what’s gomg 'on: There is a waste in expenditures:
happening in the city. Alsoithe “richness™ in the'Health plan is'being abused and it needs -
“to stop: For example; changing the massage benefit to medically-necessary — it- would tot -

save the $400,000 but would-save motiey:: They ‘are willing totalk about some changes,

however, it is their Union’s position that the financial woes of the city will not be falling

ot of the wallets ‘of the: employee’s in erder to make up for the: de01s10ns leadmg to shortf"l’_" '

fallings.

Mattinez (Pohce)

Agreed with the Flre union feelmgs addmg that more educatlon of" employees."»

surrounding the areas being abused (e.g. massage) is necessary. Would like to post-pone

the idea of changes till after the decision on ‘a-new carrier is made to see what they-can -
' ‘offer — particularly in drea of Wellness. ‘Also each union should commit to havmg their

own Wellness Coordinator to assist Sue Perry with the program.

Romero (AFSCME):

Agreed with Fire and Police. There has not been much messaging amongst his members

Schiavo (Non-Union):
‘ Good to have discussion around good healthy behavior. Maybe discount premiums for

good behavior. ER still being used as primary care physician. In area of alternative
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medicine echoes union identification of areas being abused, some of the areas of practice
are beyond physical therapy and appear questionable.

Garcia (Finance):
Increasing co-pays is hitting the critical areas of employees’ pocketbooks. Maximizing
co-pays puts burden on the backs of those who need benefit most. A plan to increase
salaries in addition to co-pays will help offset thereby not placing families in a situation
where they can’t afford the co-pay. This is an employees plan, our employees are an
asset — having a better plan increases our assets. Employees have invested in this plan
and we shouldn’t penalize our asset. In the area of massage and other alternative
medicine or specialty areas we should consider going back to a referral style plan vs. self
refer. Give the plan 1 year to have an impact from the newly selected carrier, where we
* establish a partnership with the provider to create an advisory relationship with tools.

Gage (HR):

Has been intimately involved in the plan since 2000, and she as an employee also benefits
from the plan. Agrees that the plan is an asset. She also knows it is wrong to say that
“the city” pays the rest of the amount of a claim after a co-pay is made, its “the plan” that
pays the rest. Both the employees and the city contribute to “the plan”. This is the
employees best asset and health plans are supposed to be there for the most catastrophic
of events. Believes that staying self-funded is a good idea, should continue to invest in
being self-funded and plan accordingly for the very long term. Managed right the plan
creates a cash balance; much like a mutual fund it will have its highs and its lows — vs.
fully insured where we pay a flat fee to a carrier period, regardless of claim activity.

Waiting won’t help — education & wellness is good but there is no quantifiable data to

know the impact of wellness and even if there was it would only save us 10s of thousands

of dollars, it is not going to save us millions. Small changes to the plan plus steady
premiums will keep this fund in tact.

Alternative medicine providers — some have taken unfair advantage of our plan and
unfair advantage of our employees. ‘

In closing, Mr. Chairman, and in particular Councilor Trujillo, I have not put out an employee
survey on this information. Given the fact that the four options vary greatly, and you as a
committee had yet to have a chance to review the information, particularly with the new 5-year
projections for each option, I felt that an employee survey at this time would not only cause
undue chaos and/or concern, it simply would not be fair to the employees or the Governing
Body. After our discussion tonight, and your determinations regarding the options presented to
you, I suggest that we discuss the notion of an employee survey again.

With that Mr. Chairman, I along with Vicki and Todd stand for questions.
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