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$11.0 million (4.3 percent) increase in expenditures, similar to the FY 2012/13 CSL increase
of 4.6 percent, the majority of which is due to the following:

e A $2.6 million increase to reflect the impact of a 5 percent step increases for
members not at the maximum of their range in the FOP and IAFF bargaining units;
and a maximum of 2 percent performance-based merit increase for members of the
Government Supervisor's Association (GSA) bargaining unit, the American
Federation of State, County and Municipal Employees bargaining unit (AFSCME),
Communications Workers of America (CWA) bargaining unit, and unclassified
employees. These increases are status quo contract increases, except for CWA
members and unclassified employees whose merits have been frozen for the last 3
and 4 years, respectively. There is no Cost of Living Adjustment (COLA) included for
any employees.

e A $0.8 million increase primarily due to Police Department overtime costs increasing
over the FY 2012/13 budget amount that anticipated aggressive savings in overtime,
to actual needs.

e A $5.5 million increase in pension costs, which includes an increase of $2.2 million in
Fire and Police and $3.3 million in the General Fund share of the $5 million increase
Miami Beach Employee Retirement Plan (MBERP) annual required contributions.

e A $0.2 million increase in health care costs, which reflects lower than budgeted
health insurance costs in FY 2012/13. The FY 2013/14 CSL Budget assumes an
increase of 10 percent over the FY 2012/13 projected experience as determined by
actuarial assumptions based on the claims expenses.

e A $0.9 million increase in operating costs, a 3.5 percent increase from FY 2012/13
budget.

e A $1.8 million increase in Internal Service Fund charge-backs to Departments
primarily due to similar increases in salary and pension costs as described above
that are then charged back to the General Fund, as well as equivalent increases in
health insurance costs for retirees, and increases in debt service for fleet vehicles. It
is important to note that fuel prices in FY 2013/14 are budgeted at current prices.
Should prices increase further, the General Fund will need to fund these increases.

e A $0.8 million decrease due to the elimination of setting funds aside for future
pension increases

The resulting gap between General Fund CSL expenditures and CSL revenues as of the

July 1, 2012 Certified values is approximately $4.9 million. Attachment 1 summarizes the
revenues and expenditures.

ANALYSIS OF PROPERTY VALUES IN MIAMI BEACH

On July 1, 2013, the City received the "2013 Certification of Taxable Value" from the
Property Appraiser's Office stating that the taxable value for the City of Miami Beach is
$24.7 billion including $78.1 million in new construction. The preliminary 2013 value
represents an increase of $1.6 billion or 6.9 percent more than the July 1, 2012 Certification
of Taxable Value of $23.1 billion and an increase of 6.5 percent excluding new construction.

The comparative assessed values for the Miami Beach Redevelopment Agency City Center
redevelopment district increased from $3.6 billion to $3.9 billion an increase of $263 million
or a 7.3 percent increase over 2012 certified values. In addition, assessed values within the
geographic area formerly known as the South Pointe redevelopment district increased from
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$3.6 billion to $3.9 billion an increase of $297 million, or an 8.2 percent increase in values
over 2012 certified values. As a result, taxable values in the areas outside the City Center
RDA/South Pointe area increased by 6.3 percent, from $15.4 billion to $16.4 billion, an
increase of $974 million.

Citywide values excluding City Center increased from $19.5 billion to $20.8 billion, an
increase of $1.3 billion or 6.8 percent. Values outside the City Center area determine
General Fund revenues. Adjusting for the base value Center City RDA which remains in the

General Fund, the increase is actually 6.7 percent.

COMPARATIVE ASSESSED VALUES

Jan. 12013
Value (in Change from 2012
Jan. 1 2012 Value (in billions) billions) Value (Budget)
As of July 1| Revised
2012 Value (For As of July 1
(For FY FY Change in 2013
2012/13 | 2012/13 2012 {For 2012/13 $
Budget) | Projection) | Values |% Chg. Budget) (in billions) | % Chg
RDA - City $ 3.6087| $ 3.4072] $(0.2015) -6%| $ 3.8714| $ 0.2627
Cir 7.3%
South Pointe | 3.6181|  3.4734] (0.1447)| 4% 39148 $ 02967| 82%
General 15.8455( 15.1414| (0.7041) -4% 16.8704| $ 1.0249
Fund  excl
S.Pte 6.5%
Total $23.0723| $22.0220] (1.0503){ -5%| $ 24.6566] $ 1.5843
Citywide 6.9%
Citywide %
Net of City
Cir $ 19.464] $ 18.615 $ (0.849) $ 20.785| $ 1.3216 6.8%

DETERMINING THE OPERATING MILLAGE LEVY

The first building block in developing a municipal budget is the establishment of the value of
one mill of taxation, wherein the mill is defined as $1.00 of ad valorem tax for each $1,000 of
property value. For the City of Miami Beach, the value for each mill is determined by the
2013 Certification of Taxable Value and has been set at $24.6 million. Florida Statutes
permit a discount of up to five percent for early payment discounts, delinquencies,
etc. Therefore, the 95 percent value of the mill is $23.4 million. Net of Center City RDA tax
increment available to the General Fund, the value of one mill at 95 percent is $20.0 million.

HISTORICAL PERSPECTIVE

It is important to remember that in prior years, the City of Miami Beach significantly reduced
tax rates as property values increased. Between FY 1999/00 and FY 2009/10, total
combined City of Miami Beach property tax rates declined approximately 2.8 mills. In FY
2007/08 alone, the millage rate declined by approximately 1.8 mills, with annual savings to
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the average homesteaded property of over $400. Further, despite an adjustment of 0.56
mills in the operating tax rate in FY 2010/11, City of Miami Beach proposed combined
millage rates today remain more than 2.3 mills lower than in FY 1999/00 (25 percent), and
approximately 1.3 mills lower than 2006/07 when property values were similar to today’s
values.

BALANCING STRATEGIES

As with the preparation of budgets for the last five years, departments are continuing to
analyze and present their budget from two perspectives: 1) a review for potential
efficiencies, reorganizations to reduce cost, etc. without impacting services; and 2)
performing a modified zero-based analysis of each department budget, identifying potential
service reduction alternatives versus core functions. For each of the potential service
reductions, departments provided the type of impact and the magnitude of the impact. Core
functions were defined as those functions which, if cut, render it impossible for the
department to provide basic service at a reasonable level. However, based on my review of
department budgets to date, and given the extensive reductions in recent years, | am not
expecting to generate significant cost reductions through efficiencies and service reductions.

One of the priorities for cost reduction categories under consideration is reform of the Fire
and Police pension plan. This has been a priority during ongoing labor negotiations and | am
hopeful that we will be able to incorporate significant reductions in the City’s annual required
contribution for the FY 2013/14 budget.

The budget development process is still underway, and the City’s Proposed Work Plan and
Budget will be released later this summer. However, at this point in time, the gap between
current service level revenues and expenditures is estimated at $4.9 million. Through
refinements to revenue projections that typically occur over the summer, and use of
increased Resort Tax revenues which have been experienced during the current FY
2012/13 fiscal year, this gap is anticipated to be reduced by at least $2 million. Every million
is equivalent to approximately 0.05 mills.

NEXT STEPS IN THE BUDGET PROCESS

After the July 8, FCWPC meeting, the FCWPC will meet on July 10, 2013 to discuss the
proposed Capital Improvement Program (CIP), and on July 17, 2013 the Commission will
set the preliminary millage rate as part of the annual Truth-in-Millage (TRIM) process.

In August, the FCWPC will meet on the 21st and 22nd to review potential efficiencies,
potential service reductions and revenue enhancements, as well as finalize approaches to
balance the budget. The FY 2013/14 budget will be adopted in September, 2013 after two
budget hearings.

KGB:JW

Attachment
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GENERAL FUND REVENUES

CARRYFORWARD TO OFFSET PENSION COSTS
OTHER CARRYOVER FROM PRIOR YEAR

FY 2013/14 GENERAL FUND CURRENT SERVICE LEVEL BUDGET
PRELIMINARY ESTIMATE WITH JULY 1 VALUES

ATTACHMENT 1

LOSS of $2.2M CARRYFORWARD IN FY 2012/13 - FY 2013/14 $831,000
DECREASED FROM $3.4 MILLION to $2.7 MILLION

FY 2013/14 Prelim. % Change
FY 2012/13 Est.as of July 1- $ Change from from
GENERAL FUND REVENUES Adopted Budget Current Millage Budget Budget
Property Taxes $114,317,000 | $ 121,965,000 $7,648,000 6.7%
Property Taxes - Normandy Shores 129,000 147,000 18,000 14.0%
Other Taxes 24,023,000 22,207,000 (1,816,000) -7.6%
Licenses & Permits 20,033,000 22,421,000 2,388,000 11.9%
Intergovernmental 9,827,000 9,907,000 80,000 0.8%
Charges For Services 10,668,000 10,629,000 (39,000) -0.4%
Fines and Forefeits 2,199,000 2,019,000 (180,000) -8.2%
Interest 2,983,000 2,477,000 (506,000) -17.0%
Rents and Leases 6,464,000 7,014,000 550,000 8.5%
Miscellaneous 11,830,000 11,903,000 73,000 0.6%
Resort Taxes 30,965,000 30,965,000 - 0.0%
Other Non-Operating Revenues 8,532,000 8,532,000 - 0.0%
Reserves - Bldg Dept 1,500,000 1,500,000 - 0.0%
Parking Surplus Transfer 7,200,000 7,200,000 - 0.0%
Prior year set aside 3,400,000 2,700,000 {700,000) -20.6%
Prior year set aside for Pension 2,210,000 831,000 (1,379,000) -62.4%
Total $ 256,280,000 | $ 262,417,000 | $ 6,137,000 2.4%
GENERAL FUND EXPENDITURES
COLA 0%
MERIT (ASFCME, GSA, CWA, UNCLASSIFEDS, OTHERS) 2% Max
STEP (IAFF &FOP) 5% To Max of Ranges
PENSION COSTS - GF INCREASE IMPACT
FY 2012/13 ARC Estimate
F&P Pension (98% of $2.2M increase) S 2,156,000
MBERP (67% of $5M increase) S 3,350,000
Total Net Pension Cost for F&P and MBERP S 5,506,000
HEALTH & LIFE INS 10% Increase from FY 2012/13 projected
% Change
FY 2013/14 Prelim. | $ Change from from
FY 2012/13 Budget| Est.asof July 1 Budget Budget
Salaries $ 100,083,000 | $ 102,685,000 | $ 2,602,000 2.6%
Overtime/Other Wages S 10,392,000 | S 11,218,000 | $ 826,000 7.9%
Benefits
Pension - F&P S 38,532,000 [ S 40,688,000 | § 2,156,000 5.6%
Pension - MBERP 13,756,000 17,106,000 3,350,000 24.4%
Other Pension Costs 5,913,000 5,917,000 4,000 0.1%
Health and Life 10,875,000 11,067,000 192,000 1.8%
Other Benefits 4,343,000 4,368,000 25,000 0.6%
Total Benefits S 73,419,000 | $ 79,146,000 | S 5,727,000 7.8%
Total Salary and Benefits S 183,894,000 | S 193,049,000 | § 9,155,000 5.0%
Operating S 26,343,000 | S 27,269,000 | S 926,000 3.5%
Internal Service Funds 39,446,000 41,220,000 1,774,000 4.5%
Capital & Debt 5,766,000 5,799,000 33,000 0.6%
Set Aside for Future Year 831,000 (831,000)] -100.0%
Total S 256,280,000 | $ 267,337,000 | $ 11,057,000 4.3%

ﬁ\let Revenues Less Expenditures
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(4,920,000)] $ (4,920,000)
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July 31, 2013, which requires employers to pay $1.00 per covered individual based on the average
number of covered individuals in the previous plan year; and (9) requires employers to provide
employees with information regarding the Insurance Exchanges as soon as they are available.

The Committee of the Whole referred the matter to the Budget Advisory Committee (BAC) for their
review and to make recommendations regarding efficiencies and cost savings. The Administration
and Gallagher provided the BAC with alternatives to the City’s current medical insurance plan
options. They reviewed the cost components of the medical insurance plans to identify where they
could be reduced. They identified options such as changes in plan benefits coverage to reallocate
cost sharing between the City and enrollees; compared the City’s medical plans to other employers
(both in the private and public sectors) to search for other plan efficiencies and reviewed the self-
funded plan experience of other employers based on their filings with the State.

UPDATED PLAN STATUS

The information in the October 9, 2012, LTC reflected the effect of an unusually high claims
experience from September 2011, through August 2012. The claims experience from September
2011, through December 2011, was 28 percent higher than the rest of calendar year 2011, and 22
percent higher than the experience from January 2012, through August 2012. Such a high claims
experience, if it continued as an ongoing trend would indicate that significant premium increases
would be needed to avoid future funding shortfalls. The situation was anticipated to be further
aggravated due to a delay in implementing premium increases pending the outcome of the BAC
review.

However, based on subsequent experience, Gallagher projected the total medical insurance plan
costs for the 2013 Plan Year (January through December) at $17.8 million as of June 14, 2013,
based on the prior twelve months of actual claims experience: April 2012, through March 2013. This
$17.8 million cost resulted in a projected overfunding of $71,811 for the plan year, despite the fact
that premiums were not increased in January 2013.

None the less, even with this recent performance improvement, Gallagher estimates that an
increase in premiums between ten to 13 percent will be necessary for Fiscal Year 2013/14.

The table below shows the employee and City current premium rates versus those projected for
FY2013/14.
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Active Employees
Employee City
Coverage | 541512013 | 201312014 | '"¢"®25° M 20122013 | 201372014 | 'MCrease
Level (Decrease) (Decrease)
Premium EE only| $381.74 | $431.37 $49.63 $381.74 | $431.37 $49 63
HMO Family| $94550 | $1,069.43 | $123.93 $945.50 | $1,06943 | $123.03
Standard EEonly| $134.72 | $152.23 $17 51 $320.84 | $372.72 $42.88
HMO Family| $472.26 | $533.65 $61.39 $679.60 | $767.95 $88.35
Premium EE Only| $763.90 | $863.21 $99.31 $763.00 | $863.21 $99.31
PPO Family| $1,874.46 | $2,118.14 | $24368 $1874.46 | $2118.14 | $24368
Standard EE only| $261.70 | $295.72 $34.02 $640.72 | $724.01 $83.29
PPO Family| $908.00 | $1,026.04 | $118.04 $1.306.64 | $147650 | $169.86
EE Only| $431.06 | $487.10 $56.04 $431.06 | $487.10 $56.04
POS Famiy| $1,054.86 | $1.191.99 | $137.13 W $105486 | $1.191.99 | $137.13
Pre-65 Retirees
Retiree City
Coverage | 1912013 | 201312014 | "°T®35¢ M 504212013 | 2013/2014 | IMCrease
Level (Decrease) (Decrease)
Premium EE only|] $378.84 | $428.09 $49 25 $378.84 | $428.09 $49.25
HMO Family| $939.01 | $1,061.08 | $122.07 $939.01 | $1,061.08 | $122.07
Standard EEonly| $22938 | $259.20 $29.82 $229.38 | $259.20 $29.82
HMO Family| $568.54 | $642.45 $73.91 $568.54 | $642.45 $73.91
Premium EEOnly| $761.00 | $859.93 $98.93 $761.00 | $859.93 $98.93
PPO Family| $1,867.06 | $2,100.78 | $242.72 $1.867.06 | $2.109.78 | $242.72
Standard EE only| $44832 | $506.60 $58.28 $448.32 | $506.60 $58.28
PPO Family| $1,099.93 | $1,24292 | $142.99 $1,009.93 | $1.24202 | $142.99
EEOnly| $422.16 | $477.04 $54.88 $422.16 | $477.06 $54.90
POS Family| $1,047.48 | $1,183.65 | $136.17 $1,047.48 | $118365 | $136.17
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Post-65 Retirees
Retiree City
Coverage| 1912013 | 201312014 | "°"®35¢ W 501212013 | 201372014 | IMCrease
Level (Decrease) (Decrease)
HMO Family N/A N/A N/A N/A N/A N/A
Standard EE only N/A N/A N/A N/A N/A N/A
HMO Family N/A N/A N/A N/A N/A N/A
Premium EE only| $582.11 $657.78 $75.67 $582.11 $657.78 $75.67
PPO Family| $1,495.48 | $1,689.89 | $194.41 $1,309.76 | $1,480.03 | $170.27
Standard EE only| $342.95 $387.53 $44.58 $342.95 $387.53 $44.58
PPO Family| $881.01 $995.54 $114.53 $771.60 $871.91 $100.31
POS EE only| $327.89 $370.52 $42.63 $327.89 $370.52 $42.63
Family| $737.75 $833.66 $95.91 $737.75 $833.66 $95.91

BUDGET ADVISORY COMMITTEE REVIEW

On October 16, 2012, the BAC met and to facilitate their discussion, Gallagher provided Committee
members with the findings associated with the aforementioned.

Gallagher also provided the BAC members with a synopsis of the City’s five medical insurance
plans, as well as the plans’ history from participating in a fully insured health care plan implemented
in the late 1980's, to the current self-funded plans that were implemented in 2010. The
Administration also apprised the BAC of the medical plans’ challenges with an aging employee
population and the large number of retiree participants.

The BAC concluded that an in depth review of the City’'s medical insurance plan offerings was
required. The members unanimously approved the creation of a subcommittee of two to work with
Gallagher and City staff to review and recommend options. The subcommittee examined the
feasibility of:

Reverting to a fully-insured medical insurance plan;

Reducing the number of medical insurance plans offered;
Restructuring medical plan benefits to parallel private sector plans;
Changing the City’s premium subsidy for pre-Medicare retirees; and
Reducing the plans’ administrative costs.

The Administration and Gallagher met with the subcommittee on November 8, 2012. At the
meeting, Gallagher and staff addressed questions related to the current plans and anticipated
impact of the Affordable Care Act.

At the conclusion of the meeting, the subcommittee instructed Gallagher and City staff to issue a
Request for Proposal (RFP) to address:

Underutilization of “Employee Only” coverage due to high premium costs;
High claims costs;

A pharmacy benefit carrier separate from the medical plan carrier;

A comparison between fully-insured health plans and self-funded plans;
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o Reduction in the number of plans offered,;

. The addition of a high deductible plan to provide an option with a low premium cost and
high out of pocket expenses;

. Feasibility of offering Medicare eligible retirees a Medicare supplement or Medicare
Advantage plans;

. Additional employee premium tiers, moving from the current two tier plan into either three
or four premium tiers based on the dependent relationship and number of dependents;
and

o Reduction of the plans’ administrative fees.

The subcommittee met again on November 27, 2012, to review the final Scope of Services in the
RFP. Upon their direction, Gallagher released the RFP on February 8, 2013, with a proposal due
date of March 15, 2013.

On May 7, 2013, Gallagher and City staff met with the BAC to review the results of the RFP process.

Gallagher received responses from Aetna, Humana Cigna and United Healthcare for fully-insured
and self-funded health care plans including prescription coverage, Medicare Advantage plans,
Employee Assistance Program (EAP), Wellness and Stop Loss coverage. The following single
quotes were also received: Prescription Corporation of America for prescription benefits;
Engagement Health for Wellness; Ulliance for EAP and Symetra for Stop Loss.

FULLY INSURED VERSUS SELF-INSURED

Reviewed first were the proposals for fully-insured health plans. The proposed fully-insured plans
would increase current City and employee premiums between 34 percent and 72 percent.

Including a Medicare Advantage plan to retirees age 65 and over, reduced the increase in premium
to between 28 percent and 59 percent.

Reducing the number of plan options from five to two and increasing the employees’ out of pocket
expenses reduced City and employee premium increases to between 2 percent and 46 percent.

Gallagher also explained that costs for fully insured plans are rarely reduced during good plan years
when claims expenses are low and that premium increases are compounded over time, so a few
bad claim years may severely affect premiums.

Based on the increase in costs to both the City and employees, the recommendation was that the
City remain self-funded.

PHARMACY BENEFITS MANAGER

Currently prescription benefits are provided by the City's medical plan carrier. At the
recommendation of the subcommittee, the RFP included a request for a pharmacy benefit manager.
Under this arrangement, the City could take advantage of their negotiated discounts with pharmacy
manufactures and rebates from pharmaceutical companies. In addition, a pharmacy benefit
manager provides guidance to employees on medication compliance and helps manage drug
formularies. Also, they help control spending on expensive specialty drugs.

Based on the cost savings to the City, the members of the BAC recommended that the City move its
pharmacy benefit to a pharmacy benefit manager.
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e The plan year should be changed from the current calendar year to the fiscal year to help
simplify and provide accurate budget projections.
¢ Humana should continue to provide the medical plan administration, Wellness Program and
the City’s Employee Assistance Program (EAP);
e A Medicare advantage plan should not be offered to post-65 retirees;
e Symetra should continue to provide reinsurance coverage for the medical plan.
In their proposal, Symetra stated that if Scenario B was chosen and they were
selected, further rate relief was possible. In addition, since the current reinsurance
period may be short (1/1/13 — 9/30/13), a premium reduction may be possible as
well. Gallagher is exploring this and other options that may mitigate the City’s costs
with Symetra.
e Prescription plan coverage should be “carved out” of the medical plan and provided by a
separate prescription benefit manager, Prescription Corporation of America (PCA).
e The City should offer a high deductible plan.
To comply with the Affordable Healthcare Act, which requires employers to enroll all
benefit eligible employees automatically in a health care insurance plan effective

January 1, 2014, this plan would provide a cost effective option to both the employee
and the City.

A full copy of Gallagher's presentation including their recommendations to the BAC is included in
Attachment E.

As noted before, the current medical plans are projected to incur at least a 10 percent, or $1.7
million cost increase for Fiscal Year 2013/14. With the implementation of the recommended
changes, the City’s medical plan costs would decrease 4.3 percent, or $718,794. These changes
represent a total savings to the City of 14.3 percent, or $2.4 million for Fiscal Year 2013/2013 and
are illustrated in the table below.

Fiscal Year 2014 Projections
Current Plan Design BAC Difference
Self-Funded No Changes Recommended (Savings)
Changes
Projected Medical Claims’ $12,496,696 $10,777,714 $1,719,254
Projected Pharmacy Claims® 34,230,904 $3,368,614 $862,291
Administration/Disease Management’ $714,454 $894,885 -$177,772
Reinsurance — Specific & Aggregate” $1,099,065 $1,098,092 $973
Total Estimated Self-Funded Expense $18,541,393 $16,139,305 $2,404,747
Current Funding $16,858,099 $16,858,099 $0
$ Increase / Decrease $1,683,294 -$718,794 $2,404,747
% Increase / Decrease 10.0% -4.3% 14.3%
T Gallagher's claims projecfions based on proprietary discount tables and adjusted for the proposed plan designs.

2 Prescription Corporation of America identified as the pharmacy benefit administrator under the proposal under a transparent pass through arrangement of all
pharmacy rebates and ingredient cost savings.

3 Humana continues to be the medical benefit administrator but with no rebate offset producing a slightly higher administrative fee.

4 Symetra continues to provide reinsurance coverage.
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CONCLUSION

After working closely with the BAC and Gallagher, the Administration believes these recommended
changes help to reduce the plans’ administrative fees, increase cost-sharing with employees and
retirees and provide affordable health insurance plan options to the City’s active employees and
retirees. Because of the significant changes to the plan’s coverage and increase in the employee’s
out of pockets expenses, the Administration recommends implementation of Scenario 3, which
provides some premium relief to the employee.

The Administration also recommends that the City change its plan year from the current Calendar
Plan Year (January 1 through December 31) to a Fiscal Plan Year (October 1 to September 30) to
match the City’s fiscal year. This change will provide the Administration the opportunity to forecast
the City’s liability better during its annual budget process.

Should the Finance and Citywide Projects Committee accept the BAC’s recommendations and
instruct the Administration to move forward, the Administration will present a resolution amending
the proposed health plan changes at the July 17, 2013, City Commission meeting for their
discussion. If approved, the Administration will begin the implementation of the plan changes with
the selected medical plan carrier. This implementation will include a communication campaign for
employee and retirees as well as working with the selected medical plan to make the appropriate
changes.

Attachments

JLM/KGB/SC-T



Comparison Chart

Current vs Health Care Insurance Proposed Benefits

HMO
Benefit Standard HMO Premium HMO Proposed — Open Access
In Network
Annual Deductible (Individual/Family) S0 S0 $100
Family Annual Deductible SO SO $300
Out of Pocket Maximum (Individual/ Family) $1500/$3000 $1500/53000 $3000/56,000
In Network Physician Office Visits (Primary Care $25 S5 $30
Provider)
In Network Physician Office Visits (Specialists) $40 S0 $50
Preventive Care — Annual Exam
Adult SO S0 SO
Child Health S0 S0 $0
OB/GYN (Specialist) $40 $0 S0
Infertility Services — Treatment Plans $30/$50
Physical/Speech/Occupational Therapy - Total 60 $30
visits
Chiropractic Services $30 — 25 visits
Allergy Testing and Treatment $30/550
Outpatient Hospital Surgery $200 S0 Deductible plus 80%
Outpatient Diagnostic Services/Imaging $200 o] $30/$50
Advanced Imaging (PET, MRI, MRA, CAT) $100 free standing, $200
outpatient facility, $300
hospital
Emergency Room $200 $25
Emergency Room/Hospital
Iliness $200
Accidents $200
Ambulance S0
In-patient Hospital $300/5 days $100 Deductible plus $300 x 3 day
Home Health Care S0

Exhibit 1
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Comparison Chart
Current vs Health Care Insurance Proposed Benefits

Exhibit 1

Benefit Standard HMO Premium HMO Proposed — Open Access
In Network
Durable Medical Equipment $30, must be cheaper than
rental
Urgent Care Facility $40 $25 $50
Maternity
Physician $30/$50 Preferred Care
Provider/Specialist
Hospital Deductible plus $300 x 3 days
In-patient mental/nervous Deductible plus $300 x 3 days
Out-patient mental/nervous $50
In-patient substance abuse Deductible plus $300 x 3 days
Out-patient substance abuse S50
In Network Prescription Drug Coverage
Generic/Brand/Brand Non-Pref/Specialty $7/$40/$60 Month x3 $5/$5/S5 Month x3
Prescription Drug/Retail
Generic S7
Brand $40
Non-preferred Brand $60
Retail Maximum Supply 30 days
Prescription Card Yes
Prescription Drug/Mail Order
Generic S14
Brand $80
Non-formulary $120
Mail Order Maximum Supply 90 days

Page 2
July 2013



Comparison Chart
Current vs Health Care Insurance Proposed Benefits

PPO

Benefit

Standard PPO

Premium PPO

Proposed PPO

In Network

Out of Network

Annual Deductible (Individual/Family)

In/Out - $500/$1,500

in/Out - $200/600

$750/$2,500

$1,000/$3,000

Out of Pocket Maximum (Individual/ Family)

In/Out - $3,500/$10,500

In/Out - $1,000/$3,000

$5,000/$15,000

$10,000/$30,000

Physician Office Visits (Primary Care $35 $10 $35 Deductible plus 60%
Provider)

Physician Office Visits {Specialists) $35 $10 $50 Deductible plus 60%
Preventive Care Annual Physicals — $0/50 Deductible plus 60%

Adults/Children

Physical/Speech/Occupational Therapy -
Total 60 visits

Deductible plus 80%

Deductible plus 60%

OB/GYN

$0

Deductible plus 60%

Chiropractic Service

$35/550

Deductible plus 60%

Allergy Testing and Treatment

$35 total 25 visits

Deductible plus 60%

Outpatient Hospital Surgery

In 20% after deductible, Out
40% after deductible

In-$100, admission 10%;
Out - $500, admission
30% after deductible

$200 plus deductible
plus 80%

Deductible plus 60%

Outpatient Diagnostic Services/Imaging

In 20% after deductible, Out
40% after deductible

in 10% after $25; Out
30% after deductible

$35/$50 primary care
provider and specialist

Deductible plus 60%

Advanced Imaging (PET,MRI,MRA,CAT)

Deductible plus 80%

Deductible plus 60%

Emergency Room

In/Out 20% after $200

In/Out 10% after $25

$200 plus 80%

Deductible plus 60%

Accidents

$200 plus 80%

Deductible plus 60%

Ambulance

Deductible plus 80%

Deductible plus 60%

In-patient Hospital

In-20% after deductible; Out
40% after deductible

In-$100, admission 10%;
Out - $500, admission
30% after deductible

Deductible plus 80%

Urgent Care Facility

In $35; Out 30% after
deductible

In $10; Out 20% after
deductible

$50

Deductible plus 60%

Home Health Care

Deductible plus 80%

Deductible plus 60%

Durable Medical Equipment

Deductible plus 80%

Deductible plus 60%

Maternity

Physician

$35/$50

Deductible plus 60%

Hospital

Deductible plus 80%

Deductible plus 60%
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Comparison Chart
Current vs Health Care Insurance Proposed Benefits

Benefit

Standard PPO

Premium PPO

Proposed PPO

In-patient mental/nervous

Deductible plus 80%

Deductible plus 60%

Out-patient mental/nervous $50 Deductible plus 60%
In-patient substance abuse Deductible plus 80% Deductible plus 60%
Out-patient substance abuse S50
In Network Prescription Drug Coverage
Generic/Brand/Brand Non-Pref/Specialty $10/540/560 months x 3 | $10/$10/$10 months x 3
Prescription Drug Retail
Generic $10 Not covered
Brand S50 Not covered
Non-preferred Brand S75 Not covered
Retail Maximum Supply 30 days Not covered
Prescription Card Yes N/A
Prescription Drug/Mail Order
Generic $30 Not covered
Brand $150 Not covered
Non-formulary Brand §225 Not covered
Mail Order Maximum Supply 90 days N/A
|
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Comparison Chart
Current vs Health Care Insurance Proposed Benefits

POS

Benefit

POS

Annual Deductible (Individual/Family)

In - $0 — Out - $400/$800

Out of Pocket Maximum (Individual/ Family)

In - S0 — Out - $2,500/$5,000

Physician Office Visits (Primary Care Provider)

$5

Physician Office Visits {Specialists)

$5

Hospital Inpatient

In - $100/admission - Out - $500/admission, 30% after deductible

Outpatient Hospital Surgery

In -S0 - Out — 30% after deductible

Outpatient Diagnostic Services/Imaging

In -$0 - Out — 30% after deductible

Emergency Room

In/Out - $50

Urgent Care Facility

In - §5 - Out — 3-% after deductible

In Network Prescription Drug Coverage

Generic/Brand/Brand Non-Pref/Specialty

$10/$10/$10 Month x3
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Current vs Health Care Insurance Proposed Benefits

Comparison Chart

HIGH DEDUCTIBLE PLAN

Benefit Current Proposed High Deductible Plan
In Network Out of Network
Annual Deductible (Individual/Family) $5,000/$10,000 $15,000/$30,000
Out of Pocket Maximum (Individual/ Family) $10,000/20,000 $20,000/40,000

Physician Office Visits (Primary Care Provider)

$35 plus deductible plus 70%

Deductible plus 50%

Physician Office Visits (Specialists)

$35 plus deductible plus 70%

Deductible pius 50%

Preventive Care Annual Physicals — Adult/Children

100%

Deductible plus 50%

Physical/Speech/Occupational Therapy - Total 60
visits

Deductible plus 70%

Deductible plus 50%

OB/GYN

100%

Deductible plus 50%

Chiropractic Service

Deductible plus 70%

Deductible plus 50%

Allergy Testing and Treatment

Deductible plus 70%

Deductible plus 50%

Hospital Inpatient

Deductible plus 70%

Deductible plus 50%

Outpatient Hospital Surgery

Deductible plus 70%

Deductible plus 50%

Outpatient Diagnostic Services/Imaging

Deductible plus 70%

Deductible plus 50%

Advanced Imaging (PET, MRI, MRA, CAT)

Deductible plus 70%

Deductible plus 50%

Emergency Room/Hospital

Deductible plus 70%

Deductible plus 50%

Iliness Deductible plus 70% Deductible plus 50%
Accidents Deductible plus 70% Deductible plus 50%
Ambulance Deductible plus 70% Deductible plus 50%

In-patient Hospital

Deductible plus 70%

Deductible plus 50%

Urgent Care Facility

$60 plus deductible plus 70%

Deductible plus 50%

Home Health Care

Deductible plus 70%

Deductible plus 50%

Durable Medical Equipment

Deductible plus 70%

Deductible plus 50%

Maternity

Deductible plus 70%

Deductible plus 50%

Physician

Deductible plus 70%

Deductible plus 50%

Hospital

Deductible plus 70%

Deductible plus 50%

In-patient mental/nervous

Deductible plus 70%

Deductible plus 50%

Out-patient mental/nervous

Deductible plus 70%

Deductible plus 50%

In-patient substance abuse

Deductible plus 70%

Deductible plus 50%
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Comparison Chart

Current vs Health Care Insurance Proposed Benefits

Benefit

Current

Proposed High Deductible Plan

In Network

Out of Network

Out-patient substance abuse

Deductible plus 70%

Deductible plus 50%

Prescription Drug/Retail

Generic

Deductible plus 70%

Deductible plus 50%

Brand

Deductible plus 70%

Deductible plus 50%

Non-preferred Brand

Deductible plus 70%

Deductible plus 50%

Retail Maximum Supply

30-day supply

Prescription Card

Yes

Prescription Drug/Mail Order

Generic

Deductible plus 70%

Not covered

Brand

Deductible plus 70%

Not covered

Non-formulary

Deductible plus 70%

Not covered

Mail Order Maximum Supply

90-day supply
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LTC # 272-2012

Health Care Costs



- MIAMIBEACH

OFFICE OF THE CITY MANAGER

NO.LTC # 259-2012 LETTER TO COMMISSION

TO: Mayor Matti Herrera Bower and Members of the City Commission

FROM:  Kathie G. Brooks, Interim City Manager W\ /K

DATE: October 9, 2012
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SUBJECT: Health Care Costs =

>

(]

This Letter to Commission is to provide an update on the City’'s medical plarf'*Cos?s’, in
particular, an analysis of the individual medical plan costs versus the premiums paid by
both the employees and the City as requested during the Committee of the Whole on

August 29, 2012.

The plan premium costs for the 2012 Plan Year, January 1 through December 31, 2012,
were determined using the medical plan’s total costs for the twelve month period beginning
September 2010 and ending August 2011, including a 10% adjustment for cost increases.
These premiums are supposed to provide all funding for the medical plan. This projected
premium cost was determined by actuarial assumptions based on the claims expense; fixed
costs paid to the plan administrator, Humana, which include claim administration, provider
network, and disease management fees; and stop-loss premiums paid to insure that the
City’s individual per participant costs are capped at $230,000 annually. For the 2012 Plan

Year, the total premium cost was projected to be $17.9 million.

24405

For your reference, Attachment A reflects the City’s self-funded medical plan experience for
each of the City's self-funded years, beginning in 2010 and ending in August 2012. The
Attachment reflects the medical plan enroliment by active employees, pre-65 retirees and
post-65 retirees, the total monthly medical plan premium, the total claims paid, the medical
plan’s fixed costs, the total medical plan expense and the loss ratio (the percentage of
claims paid and plan costs over the premium collected) for each individual plan, and

enrollment group.

The issue of the premiums paid for each plan offered by the City has been referred to the
Budget Advisory Committee (BAC) for their review and recommendation. The
Administration is working with our benefit plan consultant to provide the BAC with
alternatives to the City's current medical plan options, including reviewing the cost
components of the current medical plan to determine areas of cost reduction; changes in
plan benefit coverage that share more of the plan costs with employees, therefore reducing
premium costs; comparing the City's plans to other employers (both in the private and
public sectors) to determine plan efficiencies; and reviewing the self-funded plan

experience of other employers based on their filing with the State.

In addition, for the 2012 Plan Year, the City’s benefit plan consultant, Gallagher Benefit
Services, has projected total medical plan costs of $19.1 million as of September 24, 2012,

We are committed to providing excellent public service and safely to all who live, work, and play in our vibrani, tropicai, historic community.



based on the prior twelve months of actual claims experience from September 2011
through August 2012. It is important to note that this includes the impact of the claim
experience from September 2011 through December 2011, which was 28% higher than the
rest of Calendar year 2011, and 22% higher than the experience of January 2012 through
August 2012. If this end of year large claim trend continues, there will be a significant
deviation from the current plan projections and the medical plan will experience a shortfall
in funding that will need to be made up through additional charge backs to departments. A
review of projected claims vs. 2013 premiums will also be discussed with the BAC on
October 16, 2012.

Should you have any questions, or need additional information, please feel free to contact
me.

Attachment
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Attachment A

City of Miami Beach
Medical Plan Experience by Plan and Enrollee Class



City of Mlami Beach

Medical Plan Experlence by Plan and Enrollea Class

Average Enrollees Premlum Rate . Fixed Total Total

Plan Class Perlod EE  Famllly EE Familly Pramium Claims Costs Expense| Loss Ratlo
Standard HMO  [Active 2010 505 364| $ 35759 § 88631 $6,044,617| $5,718,301 | $742,583  $6,460,884 106.9%
2011 485 375|$ 39335 § 974.94| $6,670,677 | $8,664,637 | $802,399 | $9,467,036 141.9%

2012 YTD 496 381{$ 458,76 $1,137.07 | $4,622,428 | $4,031,576 | $646,149 | $4,677,726 101.2%|

Subtotal 496 378 $17,337,722 | $18,414,514 | $2,191,131 | $20,605,645 118.8%

Pra 65 Retirea 2010 48 24| $ 35759 $§ 88631) $462,629| $362,160 $59,616 |  $421,777 91.2%

2011 50 36]$ 393,35 § 97494 | $652,498 | $1,277,341 $79,260 | $1,356,601 207.9%

2012 YTD 59 39| 8 45876 $1,137.07 | $502,621 | 5984,017 $71,562 | $1,065,579 210.0%

Subtotal 52 33 81,617,747 | $2,628,518 |  $210,439 | $2,833,957 175.2%

Pramium HMO  [Active 2010 67 53] $ 59059 $1,463.86( $1,400,842 | 51,892,387 | $102,803 | $1,995,190 142.4%
2011 61 48| $ 649.65 $1,610,25| $1,402,398 | $1,535,101| $101,872) $1,636,973 116.7%

2012 YTD 53 32($ 757.68 $1,878.02| $704,411 | $1,016,874 $61,466 | $1,078,340 153.1%

Subtotal 60 44 $3,507,652 | $4,444,362 |  $266,141 | $4,710,508 134.3%

Pre 65 Retlrea 2010 76 42{$ 55059 $1,463,86 | $1,279,897 | $1,642,260 $98,631 | $1,740,892 136.0%

2011 70 40} $ 649,65 $1,610.25] $1,311,197 | $2,373,096 $99,354 | $2,472,450 188.6%

2012 YTD 65 35§ 757.68 $1,87802] $807,132 | $1,042,423 §71,567 | $1,113,990 138.0%

Subtotal 70 39 $3,398,226 | $5,057,779 { $269,553 | $5,327,332 156.8%

Standard PPO  |Active 2010 33 11}$ 69890 $1,714.78| $507,489 | $202,216 $35,422 |  $237,638 46.8%
2011 31 17($ 76878 5188620 3663,579| $851,407 $43,018 | $894,425 134.8%

2022 YTD 28 8]§ 896.63 $2,199.86| $302,841| $226,130 $24,481 |  $250,610 82.8%

Subtotai| 30 12 $1,473,909 | $1,279,753 |  $102,921 | $1,382,673 93.8%

Pre 65 Retirea 2010 25 16)$ 698,90 $1,71473 | $529,943|  $395,265 $34,129 | $429,394 81.0%

2011 21 16/ $ 768,79 $1,886.20 $554,419 $283,729 434,508 4318,235 57.4%|

2012 YTD 23 14/ $ 896,63 $2,199.86| $357,337 | $465,710 $26,600 | $492,311 137.8%|

Subtotal 23 15 $1,441,699 | $1,144,705 $95,234 | $1,239,939 86.0%

Post 65 Retiree 2010 37 33| $ 534.63 $1,15588| $689,410| $427,301 560,385 |  $487,686 70.7%

2011 42 30| ¢ 588.00 $1,283.58 | $801,174| $527,086 576,554 | $603,640 67.7%

2012 YTD 43 43| § 685.80 $1,489.80 | $654,342| $353,083 $64,864 | $417,948 63.9%

Subtotal 41 38 $2,234,926 | $1,307,470 |  $201,803 | $1,509,273 67.5%

premium PPO  |Active 2010 19 5| $1,186.85 $2,910.64 $441,567 $567,976 518,808 |  $586,784 132.9%
2011 14 31 $1,30499 $3,200.70 | $326,670 |  $100,597 $13,927 | $114,524 35,1%

2012 YTD 8 3] §1,522.00 $3,734.12 | 5163649 $99,396 $7,601 |  $106,997 65.4%

Subtotal 13 4 $931,885 |  $767,968 $40,336 |  $808,305 86.7%

Pra 65 Retiree 2010 36 11] $1,186.35 $2,910.64 | $886,789 |  $992,858 437,230 | $1,030,088 116,2%

2011 31 8$1,304,99 $3,200,70 | $767,084 | $559,523 $32,348 |  $591,871 77.2%

2012 YTD 25 4]$152200 $3,734.12{ $380,586 | $329,715 $19,223 | $348,937 91,7%

Subtotal 30 8 52,034,459 | $1,882,096 988,801 | $1,970,897 96.9%

post 65 Ratlrae 2010 110 61| § 907,46 $1,962.05| $2,636,644 | 51,694,247 | $143,047 | $1,837,204 69.7%

2011 102 s3] § 998.21 $2,178.82 | $2,614,255 | $1,411,705| $139,827 | $1,551,582 59.3%

2012 YTD 97 45 $1,164.21 $2,529.03 | $1,584,613 |  5698,729 499,784 |  $798,513 50.4%

Subtotal 103 53 $6,835,513 | $3,804,681 | 382,658 | 34,187,339 61,3%,

POS Active 2010 5 6| $ 65812 $1,63295| $161,958| $137,926 $10,060 |  $147,986 91,4%)
2011 2 8§ 72393 §$1,796.25 $186,249 $273,620 510,567 |  $284,187 152,6%

2012 YTD 3 6] 5 84431 $2,00495| $106,156 | $152,254 $7,364 |  $159,618 150.4%

Subtotal 4 7 $454,364 |  $563,799 $27,991 | 8s591,701 130.2%

Pra 65 Retlree 2010 8 51 ¢ 65812 $1,632.95 $166,055 $352,731 $11,222 $363,953 219.2%!

2011 ] 4]$ 72393 $1,79625| $161,509 | $308,157 $11,200 |  $319,416 197.8%

2012 YTD| 9 4|3 84431 $2,00495| $113,539| 271,685 $9,288 | $280,974 247.5%

Subtotal| 9 4 $441,103 |  $932,573 $31,800 | $964,373 218.6%

Post 65 Retiree 2010 12 7|$ sit1s $1,10547 | $168,816 | $113,989 $16,035 |  $130,023 77.0%

2011 14 8| $ 6227 $1,227.27| 4215961 | $132.215 $20,263 |  $152,478 70.6%

2012 YTD)| 14 12[$ 65577 $1,42454 | $184,469 |  $129422 $19,500 | $148,922 80.7%

Subtotal 18 9 $569,247 | $375,626 $55,797 | $431,424 75.8%




City of Mlami Beach
Medicat Plan Experience hy Plan and Enrollee Class

| Average Bnroliees | Premium Rate | Fixed Total Total
Plan Class Pariod| EE__ Familly| EE__ Famllly| Premlum[ Clalms| Costs Expense{ Loss Ratfo
Total By Year
Total 2010 2010 979 639 $15,376,656 | 414,499,616 | $1,369,971 | $15,869,586 103.2%
Total 2011 2011 931 653 $16,417,671 | $18,298,213 | $1,465,185 | $19,763,398 120.4%
Total 2012 YTD 2012 YTD 924 626 510,484,125 | $9,801,015 | $1,129,451 | $10,930,466 104.3%
2010 - 2012 YTD Total 945 639 $42,278,452 | $42,598,844 | $3,964,607 | $46,563,451 110.1%
Subtotal By Plan
|Standard HMO 2010 553 389 $6,507,246 | 56,080,461 $802,199 | $6,882,660 105.8%
2011 535 410 $7,323,175 | $9,941,978 [ 881,659 | $10,823,637 147.8%
2012 YTD 555 420 $5,125,049 | 85,015,593 | $717,742 | $5,733,305 111.5%
Subtotal 548 406 $18,955,470 | $21,038,032 | $2,401,570 | $23,439,602 123,7%
Premium HMO 2010 142 95 $2,680,739 | $3,534,647 |  5201,434 | 53,736,082 139.4%
2011 181 88 $2,713,595 | $3,908,197 | $201,227 | $4,109,423 151.4%
2012 YTD| 119 67 $1,511,544 | $2,059,207 |  $133,033 | $2,192,331 145.0%
Subtotal 130 83 56,905,877 | $9,502,141 |  $535,694 | 510,037,836 145.4%
dard PPO 2020 94 60 $1,726,841 | 81,024,782 |  $129,935 | $1,154,717 66.9%
2011 94 7t $2,109,172 | $1,662,222 | $154,078 | $1,816,300 86.1%
2012 YTD 93 65 $1,814,521 ) $1,044,924 |  $115,945 | $1,160,869 88.3%
Subtotal 94 65 35,150,534 | $3,731,927 | $399,958 | $4,131,886 80.2%
Premlum PPO 2010 165 77 $3,965,001 | $3,255,081 | $199,085 | $3,454,166 87.1%
2011 146 64 $3,708,009 | $2,071,825 | $186,102 | $2,257,928 60.9%
2012 YTD 130 52 $2,128,847 | 51,127,839 $126,608 | $1,254,447 58.9%
Subtotal 147 64 89,801,857 | $6,454,745) $511,796 | 56,966,541 71.1%
POS 2010 25 19 $496,830 | $604,645 $37,317 |  $641,962 129,2%
2011 25 20 $563,719 |  $713,992 $42,119 | $756,111 134,1%
2012 YTD 27 22 $404,164 | $553,362 $36,153 |  $§589,514 145.9%
Subtotal 26 20 $1,464,714 | $1,871,998 |  $115,589 | $1,087,587 135.7%
Total By Enrollea Class
Activa 2010 628 440 $8,556,474 | $8,518,805 |  $909,675 | $9,428,480 110.2%
2011 593 450 $9,249,573 | $11,425,361 | $971,784 | $12,397,145 134.0%
2012 YTD 588 430 95,899,486 | 35526230 | $747,061 | $6,273,291 106.3%
Subtotal 603 440 $23,705,532 | $25,470,397 | $2,628,520 | $28,098,917 118,5%
Pra MC Ratirees 2010 192 98 $3,325,313 | $3,745274 | $240,829 | $3,986,103 119,9%
2011 180 103 $3,446,707 | $4,801,845 |  $256,758 | $5,058,604 146.8%
2012 YTD 182 96| 32,161,215 | $3,093,551 | $198,241 | $8,291,791 152.3%
Subtotal 185 29 $8,933,234 1811,640,670 | $695,827 | $12,336,498 138.1%
MC Retirees 2010 159 103, $3,494,870 | $2,235,536 | $219,467 | $2,455,003 70.2%
2011 158 100 $3,721,391 | $2,074,006 | $236,643 | 32,307,650 62.0%
2032YTD 154 100 $2,423,425 | $1,181,234 |  $184,149 | 31,365,383 56.3%
Subtotal 157 100 $9,639,686 | 35,487,777 $640,259 | $6,128,036 63.6%




Attachment B

LTC # 305-2012

Health Care Premium Rebates






loss ratio of just over 60%. As this shows, with such a small enrolment, even a few
moderate claims can cause huge swings in the plan’s cost. We see similar resuits for the
other plans as well, especially for the plans with lower enroliments. Even if we combine the
enrolment across actives, pre-Medicare retirees and Medicare retirees, we see significant
variation from year to year for any given plan.

Beginning with the City's 2006 Annual Open Enroliment, the Administration has been
educating employees of the premium cost saving provided by Standard HMO and PPO
medical plans. This employee education has been successful in moving the majority of
employees to the City’s two lower cost Standard medical plans. This change in coverage
not only provides the employee savings, but also the City, as the premium rates for the
Standard plans are lower than those for the Premium plan. For example, for an employee
enrolled in the Premium PPO plan, the City’s premium subsidy is $1,874.46 versus
$1,306.64 for the Standard Plan, providing a monthly savings to the City of $567.82. The
2012 monthly premium cost for the employee and City are included in Attachment B.

Currently of the nine hundred seventy three (973) active employees participating in the
City’s medical plan, nine hundred twenty four (924), or 95%, have elected medical coverage
in one of the City’s two Standard plans.

Additionally, the City subsidizes coverage at no less than fifty percent (50%) of premium
cost for the Premium HMO, the Premium PPO and the POS plans. The City subsidy for the
Standard HMO and Standard PPO is more, 75% for employee only coverage and 60% for
family coverage. So conversely, employees pay no more than fifty percent (50%) of the
premium of any plan. Unless a loss ratio, including the administrative fees, drops below fifty
percent (50%), the City is still subsidizing the cost of the coverage. Even if experience on
any one plan is consistently good, the City is still subsidizing the cost of that plan and
employees are not being charged more than fifty percent (50%) of the cost of the coverage.

KGB/RG/sr
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Attachment A

City of Miami Beach
Medical Plan Experience by Plan and Enrollee Class






Total Monthly Premium

Average Enrollees Premium Rate Fixed Total Total Employee Only Coveragé Family Coverage
Plan Class Period EE  Famili EE Familly Premium Claims Costs Expense Loss Ratio | Employee City Employee City
POS Active 2010 5 6] S 65812 $1,632.95] $161,958| $137,926 $10,060(  $147,986 91.4%| $329.06 | $329.06 | $816.48 | $816.48
2011 2 8| § 723.93 $1,796.25 $186,249 $273,620 $10,567 $284,187 152.6%| $361.97 | $361.97 | $898.13 | $898.13
2012 YTD 3 6] $ 844.31 $2,094.95 $106,156 $152,254 $7,364 $159,618 150.4%| $425.06 $425.06 |$1,054.86] $1,054.86
Subtotal 4 7 $454,364 $563,799 $27,991 $591,791 130.2%
Pre 65 Retiree 2010 8 5| $ 658.12 $1,632.95 $166,055 $352,731 $11,222 $363,953 219.2%| $329.06 $329.06 | $816.48 $816.48
2011 9 4] § 723.93 $1,796.25 $161,509 $308,157 $11,290 $319,446 197.8%| $361.97 $361.97 | $898.13 $898.13
2012 YTD 9 4] $ 844.31 $2,094.95 $113,539 $271,685 $9,288 $280,974 247.5%| $422.16 $422.16 |$1,047.48] $1,047.48
Subtotal 9 4 $441,103 $932,573 $31,800 $964,373 218.6%
Post 65 Retiree 2010 12 7| $ 511.15 $1,105.17 $168,816 $113,989 $16,035 $130,023 77.0%| $255.58 $255.58 $552.59 $552.59
2011 14 8| $ 562.27 $1,227.27 $215,961 $132,215 $20,263 $152,478 70.6%| $281.14 $281.14 $613.64 $613.64
2012 YTD 14 12| $ 655.77 $1,424.54 $184,469 $129,422 $19,500, $148,922 80.7%| $327.89 $327.89 $712.27 $712.27
Subtotal 13 9 $569,247 $375,626 $55,797 $431,424 75.8%
Total By Year
Total 2010 2010 979 639 $15,376,656 [$14,499,616 $1,369,971] $15,869,586 103.2%,
Total 2011 2011 931 653 $16,417,671 |$18,298,213 $1,465,185| $19,973,398 121.7%!
Total 2012 YTD 2012 YTD 924 626 $10,484,125 | $9,801,015 $1,129,451} $10,930,466 104.3%
2010 -2012 YTD Total 945 639 $42,278,452 |$42,598,844 $3,964,607{ $46,563,451 110.1%
Subtotal By Plan
Standard HMO 2010 553 389 $6,507,246 | $6,080,461 $802,199| $6,882,660 105.8%
2011 535 410 $7,323,175 | $9,941,978 $881,659] $10,823,637 147.8%
2012 YTD 555 420 $5,125,049 | $5,015,593 $717,712] 55,733,305 111.9%
Subtotal 548 406 $18,955,470 1$21,038,032 $2,401,570| $23,439,602 123.7%
Premium HMO 2010 142 95 $2,680,739 | $3,534,647 $201,434] $3,736,082 139.4%
2011 131 88 $2,713,595 | $3,908,197 $201,227| $4,109,423 151.4%
2012 YTD 119 67 $1,511,544 | $2,059,297 $133,033] $2,192,331 145.0%
Subtotal 130 83 $6,905,877 | $9,502,141 $535,694| $10,037,836 145.4%
Standard PPO 2010 94 60 $1,726,841 | $1,024,782 $129,935] $1,154,717 66.9%
2011 94 71 $2,109,172 | $1,662,222 $154,078] 51,816,300 86.1%
2012 YTD 93 65 $1,314,521 | $1,044,924 $115,945] $1,160,869) - 88.3%
Subtotal 94 65 $5,150,534 | $3,731,927 $399,958] $4,131,886 80.2%
Premium PPO 2010 165 77 $3,965,001 | $3,255,081 $149,908| $3,454,166 87.1%
2011 146 64 $3,708,009 | $2,071,825 $186,102| $2,257,928 60.9%
2012 YTD 130 52 $2,128,847 { $1,127,839 $126,608{ 51,254,447 58.9%
Subtotal 147 64 $9,801,857 | $6,454,745 $511,796] $6,966,541 71.1%
POS 2010 25 19 $496,830 $604,645 $37,317 $641,963 129.2% )
2011 25 20 $563,719 $713,992 $42,119 $756,111 134.1%
2012 YTD 27 22 $404,164 $553,362 $36,153 $589,514 145.9%
Subtotal 26 20 $1,464,714 | $1,871,998 $115,589 $1,987,587 135.7%




Total By Enrollee Class

Active 2010 628 440 $8,556,474 | $8,518,805 $909,675] $9,428,480 110.2%
2011 593 450 $9,249,573 111,425,361 $971,784{ $12,397,145 134.0%

2012 YTD 588 430 $5,899,486 | $5,526,230 $747,061| $6,273,291 106.3%

Subtotal 603 440 $23,705,532 |$25,470,397 | $2,628,520] $28,098,917 118.5%

Pre MC Retirees 2010 192 98 $3,325,313 | $3,745,274 $240,829] $3,986,103 119.9%
2011 180 103 $3,446,707 | 54,801,845 $256,758| $5,058,604 146.8%

2012 YTD 182 96 $2,161,215 | 53,093,551 $198,241] $3,291,791 152.3%

Subtotal 185 99 $8,933,234 {$11,640,670 $695,827| $12,336,498 138.1%

MC Retirees 2010 159 101 $3,494,870 | $2,235,536 $219,467] $2,455,003 70.2%
2011 158 100 $3,721,391 | $2,071,006 $236,649| $2,307,650 62.0%

2012 YTD 154 100 $2,423,425 | $1,181,234 $184,149) $1,365,383 56.3%

Subtotal 157 100 $9,639,686 | $5,487,777 $640,259| $6,128,036 63.6%
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DATE:  February 28, 2012

SUBJECT: Impact of the Patient Protection and Affordable Care Act to the City of Miami
Beach for the 2013 Plan Year

We have now entered into the third year of the Patient Protection-and Affordable Care Act
(PPACA). In order to comply with mandates of the PPACA, the City made the following
changes to its health plans during the previous two years which, resulted in little, if any, cost
impacts:to the City’'s medical plans. The following outlines the revised provisions of the

PPACA and the impacts associated with these changes to the City’'s medical plans.

Revised Provisions Effectiye in the 2011 Plan Year '

» Lifetime dollar limits removed from all plans
This mandate eliminated the City's $2M lifetime limits on its Standard HMO and
Standard PPO plans and eliminated the $5 million lifetime limit on its Premium

HMO, Premium PPO and POS plans.

+« Dependent coverage increased from age 25 to age 26

The Administration monitored the enrollment of dependent coverage for those over

age 25 during the 2011 Annual Open Enrollment period. There were no new

enroliments of dependents who were age 25 during the 2011 enrollment period.

There were some previously enrolled dependents who attained age 25 during the

plan year whose coverage was extended to age 26. At this time, no perceptible cost

impact to the plan has been determined.

o Elimination of pre-existing condition limitations for enrollees up to age 19

Previously, employees would have provided a HIPPA Certification indicating that

their dependent had health coverage in the prior 18 months. This certification

removed the pre-existing limitation for the dependent. At this time, no perceptible
cost impact to the plan has been determined.

¢ No recessions, meaning an employer cannot retro-actively terminate an

employee’s coverage, unless there was an error in the employee’s enroliment

The City has not experienced a correction in an employee’s enroliment that has
created a retroactive termination of benefit coverage. Plan enrollments are audited
annually to ensure that the employee is enrolied in the plan option elected.

We cre commitied 1o providing excellent public service and scely to all who live, work, and play in our vibraat, rropical, Fistoric community.




‘Coverage for preventative care received by network physicians provided at no
cost sharing by the plan participant

In reviewing claims costs, we have not recognized a significant impact to the cost of
preventative care to the plans.

New requirements for appeals to the plan for coverage of services not
covered by the plan, including plan response deadlines and final, external
review from an outside, third party were required

The City is contracted with the benefits plan carrier which requires the plan carrier to
act as the Plan Fiduciary, eliminating the responsibility from the City to make
coverage determinations based on a participant’s benefit appeal. The expenses for
these required changes were the responsibility of the benefits carrier as Plan
Fiduciary and not the City and thus, were absorbed by the City’s current plan carrier,
Humana.

Effective in the 2012 Plan Year

e W-2 Form reporting for the employer cost share of the employees elected
health care coverage
This information is included on the 2012 W-2 Forms received by all employees.
Changes were made internally to the City’'s computer system providing for the
printing of the information on the employee’s W-2. The City did not incur a cost.

e Distribution of a uniform summary of benefits reflecting the scope of
coverage by the plan, provided in a 12-page document, written in simple
language to be distributed no later than March 2013
Humana is providing the summaries of benefits to the City at no additional cost.
These summaries of benefits will be electronically available to all employees in
March 2013.

Effective in the 2013 Plan Year

e The plan year limit for Health Care Flexible Spending Accounts reduced to
$2,500 from $5,000
Flexible Spending Accounts are funded solely from employee contributions;
therefore, there is no cost impact to the City.

e Annual dollar limits on essential health benefits cannot be lower than $2M
The City’s plans did not have dollar limits on the benefits provided, (ail of the
plans have a limitation on the number of annual visits per year) therefore, there
is no cost impact to the City.

e Comparative Effectiveness Fees for group health plans
PPACA imposes a new fee on group health plans to promote research
comparing effectiveness and risks of medical treatments. The initial fee is due
by July 31, 2013. For the 2013 plan year, the fee is $1.00 multiplied by the
average number of covered lives (based on enrollment for the previous year).
For the 2014 plan year, the fee increases to $2.00 per average covered life. For
later years, the fee will increase in accordance with medical inflation. The fee
will only apply through the 2019 plan year. Currently, the average enroliment for
all active employees in the City’s five medicals, including the FOP and IAFF



Health Trusts, is 1,494 lives. For 2013, the City's cost for the Comparative
Effectiveness Fee will be $1,494.

¢ FICA Tax Increase _
Effective January 1, 2013, the Medicare withholding increased from 1.45% to
2.35% for wages over $200k (or $250k for married couples filing jointly).

¢ Notice of Insurance Exchanges

Employers must provide notice to all employees explaining their right to
purchase healthcare coverage through an exchange, their right to possible
eligibility for potential government subsidies for healthcare coverage purchased
through an exchange, and other features of the exchange. However, as of this
date, no guidance has been provided to employers as to what information to
share with their employees. The Department of Labor (DOL) has postponed
distribution of this notice to employees until the notice can be coordinated with
the Health and Human Services (HHS) educational efforts and the Internal
Revenue Service (IRS) guidance regarding the minimum value that can be
provided. The DOL expects that the timing of distribution of these notices will be
in late summer or fall of 2013, coordinating with the open enrollment period for
the exchanges.

The Administration is currently working closely with its benefit consultants, Gallagher
Benefits Services, to monitor any changes in the current mandates, to comply, implement
and determine the cost impact of future mandates of the PPACA for plan year 2014 through
2018. Information regarding future impacts to the City’s medical plan, including the
estimated cost impact to the plans, will be provided to the members of the City Commission
as soon as they are available.

Should yod have any questions, or need additional infofmation, please feel free to contact
me. '

KGB/CG/sr
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Attachment D
Comparison of Current Standard HMO and Standard PPO Plans
Versus

BAC Recommended HMO and PPO Plans



Comparison of Recommended Plan Design Changes

HMO
gard Vi() Vi

Annual Deductible $0.00 $;g%é"§;‘;'r?”‘;a'
Annual Out of Pocket Maximium| $1,500 Individual @8 $3,000 Individual

(deductible, copays, coinsurance)] $3,000 Family $6,000 Family

Primary Care Physician Office Visit|  $25 co-pay $30 co-pay
Specialist Office Visit|  $40 co-pay $50 co-pay
Deductible then
Outpatient Surgery| $200 co-pay employee pays
20%

$100 co-pay free

standing facility

. $200 co-pay
Advanced Imaging (PET, MRI, MRA, CAT)| $200 co-pay outpatient facility
$300 co-pay
hospital

$200 co-pay each Deductible then

Inpatient Hospital| day for the first $300 a day for the
five days first 3 days
Urgent Care Services $40 co-pay $50 co-pay
Durable Medical Equipment $0.00 $30 co-pay

90 through Mail

90 days through Order mandatory

" Prescription Drugs

Mail Order option

for maintenance
medications




Comparison of Recommended Plan Design Changes
PPO

Annual Deductible

SRLRATICLC

$500 Individual
$1,500 Family

niovee

$500 Individual
$1,500 Family

niovee

$750 Individual
$2,250 Family

i) e ¢l
$1,000 Individual
$3,000 Family

Annual Out of Pocket Maximium
(deductible, copays, coinsurance)

$3,500 Individual
$10,500 Family

$7,000 Individual
$21,000 Family

$5,000 Individual
$15,000 Family

$10,000 Individual
$30,000 Family

Primary Care Physician Office Visit $35 co-pay Dedugt(l)t‘))f then $35 co-pay Dedu‘j(')t;}e then
0
L - Deductible then Deductible then
Specialist Office Visit $35 co-pay 30% $50 co-pay 40%
. . $200 co-pay and .
Outpatient Surgery Deductlt;Ie then Deductll?)le then Deductible then Deductible then
20% 40% o 40%
20%
$0
Physician Office
X-Ray and Laboratory Testing Dedu;t(;t‘))}e then Deduit(l)z/lf then Dedu;t(l)t‘);e then Deduc;tgz}e then
() (] (]
Outpatient Facility
or hospital
Urgent Care Services $35 co-pay Deduc;t(l)l?’f then $50 co-pay Deduit(l)t[);e then
(o]
Prescription Drugs - Retail $10 fqr 30% after co-pay $10 fgr
Generic Generic
$20 copa plus the cost $50
30 day supply pay difference co-pay Not covered
Formulary between generic Formulary
v | N9 brand name [l 076 S0P
Prescription Drugs - Mail Order| 90 days through Mail Order option 90 through Mail Order mandatory
30 for 30 for
90 day supply generic 30% after co-pay generic
$120 co-pay plus the cost $150 co-pa
difference pay Not covered
Formulary between generic Formulary
$180 co-pay and brand name $225 co-pay
Brand Name Brand Name




Attachment E

Gallagher Presentation to BAC

Results of RFP No. 2013-08












































































































































































































