CITY OF KERRVILLE EMPLOYEE BENEFITS TRUST AGENDA

TUESDAY, AUGUST 8, 2017, 6:20 P.M. (approximately)

KERRVILLE CITY HALL COUNCIL CHAMBERS

701 MAIN STREET, KERRVILLE, TEXAS

1. CALL TO ORDER

2. CONSIDERATION AND POSSIBLE ACTION:
2A. Approval of the Fiscal Year 2018 employee benefit plans.

e Medical: Blue Cross Blue Shield of Texas
¢ Dental; Standard Life
¢ Vision: Standard Life

e Group Life and Accidental Death and Dismemberment, Voluntary Life and
Accidental Death and Dismemberment, and Short Term Disability: Standard
Life.

3. ADJOURNMENT

The facility is wheelchair accessible and accessible parking spaces are available. Requests for accommodations
or interpretive services must be made 48 hours prior to this event. Please contact the City Secretary’s Office at
830-257-8000 for further information.

| do hereby certify that this notice of meeting was posted on the bulletin board at the city hall of the city of
Kerrville, Texas, and said notice was posted on the following date and time: _August 2, 2017 at 11:00 a.m.
and remained posted continuously for at least 72 hours preceding the scheduled time of the meeting.

Brenda Craig
City Secretary, City of Kerrville, Texas




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

SUBJECT: Approval of the FY2018 employee benefit plans.
FOR AGENDA OF: August 8, 2017 DATE SUBMITTED: July 26, 2017

*

SUBMITTED BY: Kimberly Meisme(/KW ' CLEARANCES: Mark McDaniel
Executive Director for General Operations City Manager

EXHIBITS: PowerPoint, Benefit Spreadsheets, and Contracts
AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER:

Expenditure Current Balance Amount Account
Required: in Account: Budgeted: Number:
(Fees are a part of the Group Insurance line item and are budgeted in each department.)
PAYMENT TO BE MADE TO: Blue Cross Blue Shield and Standard
REVIEWED BY THE FINANCE DIRECTOR:

SUMMARY STATEMENT

Kerrville established the Employee Benefit Trust in 2008 in order to qualify for the tax
exemptions pursuant to Chapter 222.002 of the Texas Insurance Code. Chapter
222.022 creates an annual tax that is imposed on insurers for gross premiums received
from their policyholders. Gross premiums paid by a municipality, county, or hospital
district are exempt from the tax being collected by their insurer, if the municipality,
county, or hospital district establishes either a single entity benefit trust or establishes or
participates in a Chapter 172 risk pool. Since 2008, the City has saved over $400,000
utilizing this strategy.

The City of Kerrville Employee Benefits Trust shall consider awarding the FY2018
employee benefits. Below shows an eleven (11) year history of our insurance benefits
budget representing the total annual City contribution toward the cost of benefits for City
employees and their dependents:

Fiscal Year $ Per Employee Per Year
FY 2008 $8,920
FY 2009 $8,950
FY 2010 $8,950
FY 2011 $7,800
FY 2012 $6,800
FY 2013 $7,100
FY 2014 $7,500
FY 2015 $7,500
FY 2016 $7,000
FY 2017 $6,500
FY 2018 $6,500
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Kerrville has, again, secured a comprehensive, cost effective, quality benefits package
for City employees.

Because our renewal projections were not favorable, the City engaged our consulting
firm, Gallagher Benefit Services, to lead a full comprehensive Invitation to Bid (ITB)
process. Advertisements were placed in the Kerrville Daily Times on 5/25/2017 and
6/1/2017 and the Hill Country Community Journal on 5/24/2017 and 5/31/2017.

Medical
The chart below shows the initial proposals and best and final offers from the carriers
who responded to our Invitation to Bid for Medical coverage:

Provider Initial Bid Best & Final Offer
BCBSTX (Current Provider) 12.20% above current 3% above current
1.76 above current
Aetna 1.76% above current (wants to review claims
information once more)
United Healthcare 18.78% above current 18.78 above current
TML 22.91% above current 22.91% above current

The upcoming plan year will be the 5™ year with BCBS. This strong best and final offer
from BCBS comes at a time when the City claims are increasing by 26% over the past
two claim cycles. This increasing claims frend is a result of base line inflation,
increased RX usage, and incidence of large medical claims, especially over the past
two claims cycles. That being said, BCBS has still delivered negative premium cost
increases over the past three plan years:

Fiscal Year % Decrease

FY2015 3.7% decrease

FY2016 5% decrease

FY2017 Flat (no increase/no decrease

Even with the 3% increase for FY2018, the average annual increase will continue to be
a negative trend.

Aetna submitted a qualified and reasonable bid with comparable benefits at a 1.76%
increase. The network disruption report showed a 95% match. This means that only
5% of our current BCBS providers are not in-network with Aetna. The plan design is
also the same as with BCBS with one exception — non-formulary Rx’s would be $60 with
Aetna as opposed to $70 with BCBS. With all of that said, there will be a certain
amount of disruption caused with a significant change in providers. Employees will
have to change healthcare providers, prescriptions will have to be changed based on
formularies and mail order, along with the time and expense of enrolling in a new plan.
In addition, Aetna has said that they want to review claims information one more time
before committing completely to their best and final offer.

BCBS has a high satisfaction rate among our plan members. They perform very well

with plan administration, customer service, quality of coverage, and are well received by
the area medical community.
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For FY2017, the City contributes $6,500 per employee per year and Council approved
an additional amount from the Employee Benefit Reserve account that we anticipated
would be $155,000. As of 6/30/2017, we have only used $55,354 and we are nine
months into the plan year. For FY2018, the City will continue to budget $6,500 per
employee per year and will need Council to approve up to an additional $255,000 from
the Employee Benefit Reserve account, however, due to changes in employee
coverage we do not expect to use the total amount. As of 7/18/2017, the Employee
Benefit Reserve account had $487,413 available and those funds can only be used for
employee benefits.

When we determine the “per employee per year” amount, we are estimating the tier of
coverage that an employee will have throughout the year. That fluctuates throughout
the year due to marriage, divorce, death, new babies, new hires, or termination
throughout the fiscal year. When these changes occur, the budgeted amount does not
change and therefore, the change affects the Employee Benefit Reserve.

The City contributes 100% of the cost for the employee only coverage. The employee
contribution for dependent coverage would remain the same as it is for FY2017 and the
rate increase can be absorbed by the City by allocating funds from the Employee
Benefit Reserve account as detailed above.

Staff is recommending that the City continue our relationship with BCBS for our FY2018
medical benefits.

Dental
MetLife offered to renew the same dental plan for FY2018 with a 5% increase in

premiums. This increase represents a $29 per employee per year increase with a one
year rate guarantee. Standard submitted a package deal with dental, vision, life,
accidental death & dismemberment (AD&D), and short term disability. Their bid for
dental came in at a 3% increase which represents a $17 per employee per year
increase. They offered their bid with a two year rate guarantee. The 3% rate increase
can be absorbed by the City by allocating funds from the Employee Benefit Reserve
account. The $17 cited above includes an increase in the City’s contribution for
dependent dental coverage from 9% to 12% in order to keep the employee’s out of
pocket expenses consistent with the current plan year.

Vision

Vision coverage is offered on a voluntary basis with no cost impact to the City. The
vision coverage is currently with MetLife and they offered a flat renewal (no increase —
no decrease) with a one year rate guarantee. However, vision coverage was part of the
package deal with Standard. They offered a flat bid with the same plan design and as
currently offered by MetLife, Standard will utilize the VSP network so there will be no
disruption. In addition, Standard offered a two year rate guarantee.

Group Life & AD&D, Voluntary Life & AD&D, and Short Term Disability

The City has enjoyed a long standing relationship with Lincoln Financial Group, strong
coverages, competitive and stable pricing, along with capable service. However, this
year Lincoln’s renewal provided a 16.67% increase for group life and AD&D coverage.
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As part of the package with Standard, they offered the same plan coverage at a 20%
decrease in rates for group life and AD&D coverage.

In addition, the voluntary life and AD&D rates will stay the same but the voluntary short
term disability rates will decrease by 9.09%. This will directly affect the paycheck of the
employees who patrticipate in this benefit in a positive way.

Standard has proposed all of these ancillary benefits with a three year rate guarantee
- through 10/1/2020!

RECOMMENDATION

Staff recommends Council approve the FY 2018 employee benefit plans as presented.
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Basic Life/AD&D, Employee and Spouse Supplemental Life/AD&D, Supplemental Child
Life, Voluntary STD, Employer paid Dental and Voluntary Vision Benefits Package for

City of Kerrville.

BASE LIFE/AD&D PREMIUM RATES

EMPLOYER PAID Rates Per
$1,000

Basic Term Life 0.10

Basic AD&D 0.02

*Rates are guaranteed for 3-years

SUPPLEMENTAL LIFE/AD&D RATES

Life Age-Graded Rates AD&D Age-Graded Rates

Age Per $1,000 Benefit EE&SP | Per $1,000 Benefit
Under 30 0.070 .03 Member/ .049 Family
30-34 0.080 .03 Member/ .049 Family
35-39 0.100 .03 Member/ .049 Family
40-44 0.160 .03 Member/ .049 Family
45-49 0.250 .03 Member/ .049 Family
50-54 0.39 .03 Member/ .049 Family
55-59 0.68 .03 Member/ .049 Family
60-64 1.05 .03 Member/ .049 Family
65-69 1at 3 .03 Member/ .049 Family
70-74 2.81 .03 Member/ .049 Family
75 and Over 4.69 .03 Member/ .049 Family
Supplemental Child Life 0.20

*Rates are guaranteed for 3-years



ST

100% CONTRIB

Rates Per $10

STD

0.45

*Rates are guaranteed for 3-years

Dental
EMPLOYER PAID Rates
EE $21.98
EE + Spouse $43.12
EE + Children $62.44
EE + Souse & Children [$85.07

*Rates are guaranteed for 2-years

Vision
oluntary Rates
EE $6.17
EE + Spouse $12.36
EE + Children $11.59
EE + Souse & Children [$17.75

*Rates are guaranteed for 2-years

Name of Company:

Authorized Representative:

Authorized Signature:

Date:




