AGENDA FOR SPECIAL MEETING

KERRVILLE CITY COUNCIL

TUESDAY, JULY 27, 2010, 6:20 P.M.

CITY HALL COUNCIL CHAMBERS

800 JUNCTION HIGHWAY, KERRVILLE, TEXAS




TO BE CONSIDERED BY THE TRUSTEES OF THE EMPLOYEE BENEFIT TRUST
CITY OF KERRVILLE, TEXAS

SUBJECT: Authorize City Manager to accept and sign contracts for FY11 medical and
dental with Humana and life, accidental death & dismemberment (AD&D), voluntary life
and AD&D, and voluntary short term disability with Kanawha Insurance Company
through Humana Specialty Benefits.

FOR AGENDA OF: July 27, 2010 DATE SUBMITTED: July 16, 2010

SUBMITTED BY: Kimberly Meismer&;\“ CLEARANCES:
Director of General Operations

EXHIBITS: Overview - Core Employee Benefits — FY11 (PowerPoint Presentation)
Benefit Proposals from Humana with Signature Pages
Spreadsheets:
Current Medical PPO & HRA
Renewal Medical PPO & HRA
Current & Renewal Dental

AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER: Q/

Expenditure Current Balance Amount”’ Account
Required: in Account: Budgeted: Number:

(Fees are a part of the Group Insurance line item and are spread among all divisions.)
PAYMENT TO BE MADE TO: Humana and/or Kanawha Insurance Company
REVIEWED BY THE FINANCE DIRECTOR:

SUMMARY STATEMENT

The City of Kerrvile Employee Benefits Trust shall consider awarding the employee
medical and dental insurance contracts for FY11 to Humana and the life, AD&D,
voluntary life and AD&D, and voluntary short term disability insurance contracts for
FY11 to Kanawha Insurance Company through Humana Specialty Benefits.

Medical

The medical benefit renewal originally came in at 8% above current. This includes the
1.03% impact of the Health Care Reform Act for this plan year which provides for the
following: coverage for dependents to age 26, no pre-existing condition limitation on
children under the age of 19, and unlimited lifetime maximums.

After negotiations with Humana and some minor plan design changes to the PPO plan,
the final rates are 4.5% below current rates on the PPO. Because the HRA plan is our
“high deductible” plan, we did not want to make any changes to that plan and therefore
have a .8% increase on the HRA plan.



The plan design changes on the PPO plan include the foliowing:

Annual deductible from $500 to $1,000

Office visit co-pay from $25/$35 to $35/$50

Emergency room co-pay from $100 to $200

RX co-pay from $10/$30/$50 to $15/$30/$50

Durable medical equipment limit from unlimited to $5,000
Physical therapy 60 to 30 covered visits

We realized a package savings discount on the medical by moving the life and AD&D,
voluntary life and AD&D, and voluntary short term disability coverage to Kanawha
Insurance Company through Humana Specialty Benefits. Humana matched the rates
that the City and our employees are paying for this coverage currently so there will be
no adverse impact with this change. This will also streamline our monthly billing
process.

Dental

We had a two year rate guarantee on our dental coverage with Humana that would
have secured our current rates for FY11 but due to the current economic condition, we
needed to make a change to the coverage. We asked Humana to provide us with
updated rates based upon a couple of minor plan design changes. The new rates for
FY11 are 10% below current rates.

The plan design changes on the dental plan include the following:

¢ Annual maximum benefit from $2,000 to $1,500
¢ Endondontics and periodontics from basic (80%) to major (50%) benefit

RECOMMENDATION

Authorize City Manager to accept and sign contracts for FY11 medical and dental with
Humana and life, accidental death & dismemberment (AD&D), voluntary life and AD&D,
and voluntary short term disability with Kanawha Insurance Company through Humana
Specialty Benefits.
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IVBRREIUile Employee Benefit Tru HUMANA.
Hik ¥ {nk8) =Y i : 3 ' (-:IH.(]H”CL' when you need it most

Specification
LR

eaitinEa B L el
Non Par Fee Schedule STANDARD Ded and GOP Accum Lethod
Colnsurance % Par 80 DME Limit 5000
Coinsurance % NonPar 50 Lifetme Maximum Benefit UNLIMITED
Individual Annual Par Deductivle 1000 PhyiGccup Therapy Lim't Visits 30
Individual Annual NonPar Deductible 3000 Skiled Nursing Day Limits 60
Family Annual Par Deductible 3000 Home Heallh Care Day Limits 60
Famity Annual NonPar Daductible 9000 Chitopractic Day Limits 25
Individuat Annual Par GOP Limit 3000 Injection Copay 5
ind Annual NonPar OOP Lim1 2000 RX Copay Tier 1 15
Famiiy Annual Par OOP Uimt 9000 RX Copay Tier 2 30
Famly Ann. NonPar OOP Limit 27000 RX Copay Tier 3 50
PCP OV Copay 35 RX Mail Order Copay Tier 1 30
Spacialist OV Copay 50 RX Mall Order Copay Tier 2 60
Hospilal Emergency Copay 200 RX Mall Order Copay Tier 3 100

A\
$1,220.48

EE .2
$382.44

Wi
$881.52

Alternate Rates $810.77

Signature/Title Date

PPO Plan



City of Kernville
Effective Date: 10/1/2010 HUM ANA.
Rating Exhibit = Fully:Insured

; Gul-(.“lnnce wlhien you need it iost
SitusiStater  Texas

SRR — HRA PLAN
. Product;| PCA
Alternate Plan One: | Proce rkJ:—,;Hc
Coins parinon par 8050 DED/COINS_|
Individual par Deductible $2,000 SPC Copay DED/COINS |
|Family par Deductible $4,000 Hospital IP Copa DED/COINS
|Individual par MOOP $2,000 Hospital OP Copay DED/COINS
Family par MOOP $4,000 Emergency Room Copay | DED/COINS
Non par Multiplier 3X Rx Plan 15/30/50
Lifetime Max $5,000,000 Mail Order Multiplier 2X
Additional Infermation:
Preventive Endoscopy =100%
Subscribers  Rales
Employee 27 $314.66
| Employee/Spouse 2 $725.31
[ Employee/Child(ren) 4 £667.09
Family 5 $1,004.19
. '
Signature/Title Date

Page 1 of 2



City of Kerrville

Effective Date: 10/17/2010 HUM A_NA

Rgting ExhibitRullylinsured (?ufc‘lﬂnce. wheniyoumeed it most
Situs'State:  Texas

Underwriting Caveats/Assumptions:

MEDICAL
The benefits outline in this exhibit represent a high level benefit summary, please refer to the Certificate of Coverage for a full description of benefits.

For plan effective dates of 11/1/2009 and beyond: Limits on Mental Health services may appear in this proposal. These limits will not be applied to
claims in order to comply with Federal Mental Health Parity legislation.

If enrollment changes by more than +/-10%, from quoted enrollment, Undenwriting reserves the right to re-evaluate the rates.
The minimum employer contribution for all full time employees is 50% of the single premium.
Minimum participation required is 100% of all eligible employees if employer contributes 100% of the single premium, or 75% of all eligible

employees (less those opling out due to spousal coverage) if the employer conlributes less than 100% of premium. If the group meets the
75% participation requirement; minimum enroliment must equal 50% or greater oa all eligible employees.

. Rates assume the employer will not fund an employee spending account at a level that exceeds 50% of the plan's deductible.

The rates include the cost impact of Health Care Reform. The cost impactis 1.03%
This quote is compliant with Federal Health Care Reform Benefit Requirements.
Humana reserves the right to change any premium rate, including on a relrospective basis,

when the terms of the policy are changed or our liability has been altered because of a change
in state or federal law or a substantive change in the composition of the group.

Page2of2
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Dental Letter of Acceptance

HumanaDental
Fully-insured renewal summary

&

City of Kerrville Employee Benefit Trust
Group 527292
Renewal date: October 1, 2010

Plan description Coverage type R Wamtlaly

rates premium®

Plan 1
Traditional Plus MAF 100/80/50; Employee $18.97 $2,144
periodonticsiendodontics in Major, $1500 Employee & Spouse $37.44 $1.685
annual maximum: 550 deductible; deductible Employee & Child{ren) 55418 $2 546
waived on preventive; child only arthodontia with Family $72.64 $7 482
51500 lifetime maximum - .

Total $13,857

Signature/Title Date
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FIUN

Humanal.ife

Group:  City of Kerrville Proposal:  7/15/2010
Sales rep:  Sorella Scott Effective date: 10/1/2010
Issuing carrier:  Kanawha Insurance Company Valid through:  12/1/2010

Group term life insurance

| Class 1 Class 2
L G i All Full Time Employees T N ) T T
Class Description Basic Life workina in the US Retired Employees up to age 65

Benefit Schedule 1x salary B Flat
Benefit Maxiumum _$50,000 $1,000
Lesser of current or KMG's Lesser of current or KMG's

GHaygniag S0 Aol standard based on group size  standard based on group size

Waiver of Premium Under age 60 waiver to age 65  Under age 60 waiver to age 65

Employer Contribution 100% 100%
All Full Time Employees

Class Description Basic AD&D workina in the US

Benefil Schedule - 1x salary -
Benefit Maxiumum B $60,000
Employer Contribution 100%
~ Financlal Information ‘
All Rate(s) include Commissions of 0%
Number of Eligible Employees 300
Rate Guarantee 2 Years
Covera R"a'ges -B'ef-$1{]'0.0 of Volume Volume ' Monthly Premium J
 Baselife ) 0200 ‘ $50,000.00 $10.00
Base AD&D 0.020 $50,000.00 $1.00
Group:  City of Kerrville Proposal:  7/15/2010
Sales rep:  Sorella Scott Effective date: 10/1/2010
Issuing carrier:  Kanawha Insurance Company Valid through:  12/1/2010

Group term life proposal qualifications and contingencies

+  Qualifying Medical, Stop-loss, Vision or Dental must be sold or renewed for this proposal to be valid.

+  The rates and premiums shown are based on the census data provided. Final rates for the employee group to be insured on the Effective
Date will be based on actual enrollment. If the enroliment data varies by 15% or more, we reserve the right to adjust the rates accordingly.
+  Covered earnings exclude compensation for overtime, commissions and bonuses.

+  This proposal assumes that all currently disabled employees are the responsibility of the present carrier.

+  Quote is guaranteed for 60 days from date of release and is subject to review of sold case data.

+  Eligible employees work a minimum of 30 hours per week.

+  Forrating we used an SIC code of: 9111

+  Situs state is assumed: TX

+ Itis assumed that this group has been in business for a minimum of two years,

+  Depending on the final product selection, final policy language may be issued by Humana Insurance Company, or Kanawha Insurance
+  EAP/Work-Life Resources — Tier 1 includes On-line Work-Life Resource - interactive website

+  Upon Sale, a copy of the prior carrier's booklet is expected with sold case submission materials.

+  All Active Full-time Employees who are U.S. citizens or U.S. residents, excluding temporary or seasonal employees.

+  Benefit can not exceed 5 times earnings for all life products combined

Signature Date

Title



Group:  City of Kerrville Proposal:  7/16/2010
Salesrep:  Sorella Scott Effective date: 10/1/2010
Issuing carrier:  Kanawha Insurance Company Valid through:  12/1/2010

Supplemental term life insurance

Child Benefit

(Class Description Basic Life All Active Employees Spouse Benefit

Benefit Schedule $10k Increments $5k Increments Flat

Benefit Maxiumum $250,000 $125,000 $10,000

Guarantee Issue Amount Lesser of current or $100,000 Lesser of current or $50,000 All GI

Waiver of Premium Under age 60 waiver to age 65

Employer Contribution 100% Employee Pay

Class Description Basic AD&D All Active Employees E
Benefit Schedule $10k Increments '

Benefit Maxiumum $250,000

Employer Contribution 100% Employee Pay

ial Information

All Rate(s) include Commissions of 0%
Number of Eligible Employees 300
Rate Guarantee 2 Years

Supplemental life step rates per month:

Issue Age Employee Rates /$1,000 Spouse Supplemental Rates /81,000
<25 0.070 0.070
256-29 0.070 0.070
30-34 0.080 0.080
35-39 0.100 0.100
40-44 0.160 0.160
45-49 0.250 0.250
50-54 0.390 0.390
55-59 0.680 0.680
60-64 1.050 1.050
65-69 1.710 1.710
70-74 2.810 2.810
75-79 4.690 4.690
80+ 10.750 10.750
Employee Supplemental AD&D Rate 0.04
Child Rate 0.15

Signature/Title Date



Humanalife A

Group City of Kerrville Proposal 7115/12010
Sales Rep Sorella Scott Effeclive Date 10/1/2010
Issuing Carrier Kanawha Insurance Company  Valid Through 121172010

Group Term Life Proposal Qualifications and Contingencies

o Qualifying Medical, Stop-loss Vision or Dental must be sold or renawed for this proposal to be valid.

o The rates and premiums shown are based on the census data provided. Final rates for the employee group to be insured on the Effective
Date will be based on actual enroliment. If the enrollment data varies by 15% or more, we reserve the right to adjust the rates accordingly.

o Covered earnings exclude compensalion for overtime, commissions and bonuses.

This proposal assumes that all currently disabled employees are the responsibility of the present carrier.

o

o Quoteis guaranteed for 60 days from date of release and is subject to review of sold case dala.

o Eligible employees work a minimum of 30 hours per week.

o For rating we used an SIC code of: 9111

o  Situs state is assumed: X

o Itis assumed that this group has been in business for a minimum of two years.

o Depending on the final product selection, final policy language may be issued by Humana Insurance Company, or Kanawha Insurance
o Upon Sale, a copy of the prior carrier's booklet is expected with sold case submission materials.

o All Active Fulllime Employees who are U.S. citizens or U.S. residents, excluding temporary or seasonal employees.

o Benefit can not exceed 5 times earnings for all life products combined

o Minimum participation level of 25% required to issue coverage

o Benefits reduce to 85% of initial at age 65, to 45% of initial at age 70, and to 30% of initial at age 72. Benefits terminate at retirement.
o Spouse benefit can not exceed 50% of the employee’s benefit



Pla

Voluntary Accidental Death & Dismemberment Insurance
Provided by Kanawha Insurance Company through “Humana, Inc.”

n Summary

Eligibility and Plan of Benefits

Class I
Eligibility: All full-time employees of the Policyholder.
Benefit Amount: $50,000 to $500,000 in multiples of $50,000, as
elected. Amounts can not exceed ten (10) times
Basic Annual Earnings.
Family Plan
Spouse
Defined as: Lawful spouse, if not legally separated or
divorced.
Benefit Amount: 60% of the employee's elected amount if no
children are insured; otherwise 40%.
Children
Defined as: Unmarried child(ren) under age 19 or at least age
19 but less than age 23 if a qualified full time
student.
Benefit Amount: 20% of the employee's elected amount if no
spouse is insured; otherwise 10% not to exceed a
maximum of $50,000.
Description of Coverage

Voluntary AD&D insurance provides coverage for loss of life or injuries sustained as a
result of an accident. Coverage is 24 hours a day, 7 days a week, anywhere in the
world, on or off the job when enrolled.

Bas

ic Annual Earnings

Basic Annual Earnings means total annual compensation excluding bonuses,
commissions, overtime, profit sharing, or any other special compensation.

Elig

ibility Waiting Period

None.

Age Reduction Schedule

Benefits reduce at age 65 in accordance with the following schedule:

AGE ON DATE OF ACCIDENT PERCENT OF BENEFIT AMOUNT
Age 65-69 65%
Age 70-74 50%
Age 75-79 40%

Age 80 or older 35%




Schedule of Benefits

Accidental Death and Dismemberment

The plan provides for the loss of life or injuries sustained within 365 days from the date of the
accident.

Percentage payment of the

Loss of: scheduled amount is:
Life 100%

Both hands or both feet 100%

Sight of both eyes 100%

One hand and one foot 100%

One hand and the sight in one eye 100%

One foot and the sight in one eye 100%

Speech and hearing in both ears 100%

Speech or hearing in both ears 50%

One hand or one foot 50%

Sight of one eye 50%

Hearing in one ear 25%

Thumb and index finger of the same hand 25%

Exposure & Disappearance

If by reason of an accident occurring while a covered person's coverage is in force, he/she is
unavoidably exposed to the elements and as a result of such exposure suffers a loss described
above, the loss will he covered.

Furthermore, should the body of a covered person not be found within 1 year of an accident, it will
be deemed, he/she has suffered a loss of life. If later the covered person is found alive the
benefit must be refunded.

Additional Benefits

The plan also provides the following benefits, which enhance the plan and/or pay an additional amount
for specific circumstances once there is a covered loss. The following is a brief summary only, full
details available upon request.

Child Day Care Pays the lesser of actual cost; or $10,000.
Common Carrier Additional 100%.
Education Pays the lesser of actual cost; 5%; or $5,000 to full-time

students under age 23 and for spouses.

Family Plan Provides coverage for eligible spouse and children under
age 19 (23 if a full-time student).

Safety Device Pays an additional 10% up to a maximum of $10,000 for
seat belt plus another additional 5% up to a maximum of
$5,000 for air bag.




Rates, Assumptions and Conditions

Rate and Premium Exhibit

RATE PER VOLUME

BRAN $1,000 PER OF EST. ANNUAL
MONTH INSURANCE PREMIUM
Employee Only $.040 $7,150,000 $3,432.00
Employee & Family $.070 $9,650,000 $8,106.00
Estimated Total $11,538.00

Assumptions

Proposed effective date is October 1, 2010.

Rates are guaranteed for a 24-month period provided premiums are paid and coverage is in-
force per the policy provisions.

Proposed anniversary date will be October 1, 2011 and each October 1% thereafter.

Rates are based on 300 eligible employees of City of Kerrville, TX with presently 115
enrolled.

Policy situs to be Texas.

Subsidiary or affiliated companies included are as follows: None

A minimum participation of 20% is required.

Coverage is worldwide 24-hours a day, 7 days a week.

Assumes all employees are actively employed on the effective date and reside in the U.S.
Assumes Voluntary AD&D rates are 100% employee-paid.

No company owned aircraft. No company pilots.

Rates include 0% commissions.

Premium payments and self —administered enroliment/volume reports to be remitted monthly
directly to Star Line Group.

Signature/Title Date



HUMANA.

Spectalty Benefits

Group short-term disability proposal:

Coverage

Class description

Benefit percentage

Weekly maximum

Minimum benefit

Accident benefits begin day
Sickness benefits begin day
Benefit duration in weeks
First day hospital

Coverage basis
Pre-existing condition limitation
Employee contributions
Minimum participation level

Short-term disability option 1

Option 1

All Active Full Time Employees
60%

$1,000

$0

1

8

13

No
Non-Occupational
6-12
Contributory

50% participation

Volume Rates per $10 of weekly benefit Monthly premium
$57,017 $0.42 $2,394.71
Signature Date

Title




Fully insured proposal for:

CITY OF KERRVILLE

(1= B

Rate assumptions

e The effective date is no later than Qctober 1, 2010.

o Quote is guaranteed for 60 days from date of release and is subject to review of sold case data.

o The rates and premiums shown are based on the census data provided. Final rates for the employee group to be insured on the
effective date will be based on actual enrollment. If the enrollment data varies by 15% or more, we reserve the right to adjust the
rates accordingly.

e Rates are guaranteed for 2 Years.

e Rates are based on SIC code 9111; situs state TX.

o This proposal assumes that all currently disabled employees are the responsibility of the present carrier.

o It is assumed that this group has been in business for a minimum of two years.

e Commissions are (0%.

e Covered eamings exclude compensation for overtime, commissions and bonuses.

Enrollment

o Eligible employees work a minimum of 30 hours per week.

o All active full-time employees who are U.S, citizens or U.S. residents, excluding temporary or seasonal employees.
o Rates are based on 120 eligible employees.

o Upon sale, a copy of the prior carrier’s booklet is expected with sold case submission materials.

Plan design
o EAP/Work-Life Resources — Tier | includes On-line Work-Life Resource — interactive website.
o The pre-ex will apply to all increases in coverage as a result of any change in plan design.

Additional benefits

Residual Disability Benefit does not require the employee to be totally disabled in order to qualify for benefit payments. An insured
could work part-time in their own or any occupation and still be eligible for STD benefits at the end of the Elimination Period. The
employee would be considered partially disabled once the STD benefits are payable.

e Non-occupational basis is standard.

o Continuity of coverage provision protects employees from losing coverage due to a change in insurance carriers,

e Vocational Rehabilitation or Rehabilitative Employment Benefits are services that prepare a covered disabled employee to resume
gainful work, Rehabilitation Services may include: vocational testing, training, work-place modification, prosthesis, or job
placement when appropriate, necessary and feasible.

Continuation During a Family or Medical Leave
This option allows employees to continue the coverage for those who qualify under the Family and Medical Leave Act of 1993,

The coverage can continue for up to 12 weeks or longer depending on state law.

Short-Term Disability is Kanawha Insurance Company Policy Form 7112 9/05. The policy and any optional benefits/riders contain
limitations and exclusions. Kanawha Insurance Company is a member of the Humana family of companies.




