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Memorandum

MONTEREY REGIONAL
WASTE MANAGEMENT DISTRICT

Reviewed by l AZ‘% IA[! Date7‘l 3"0 :]’
General Manager

DATE: July 13, 2007
TO: General Manager
FROM: Administrative Services Manager

SUBJECT: Report on District Health Insurance

BACKGROUND

For many years, the District has provided health care insurance for its full-time employees and has paid most, if not all,
of the premiums for dependent coverage. However, in 1990 the monthly premium, including dental and vision, for
family coverage equaled $410 while today it is $1,394 for salaried employees. For the District’s hourly employees,
coverage began in 2000 when the District provided $250 per month for employee-only medical coverage and now the
District pays up to $1,197 per month to provide all but $64 per month for medical, dental, and vision insurance
premiums for both employees and their dependents.

During this fiscal year, $1,592,000 has been budgeted to fund health insurance for 118 employees. This represents
43% of the budget for employee benefits and 16% of the total wage/benefits budget. In the five-year budget, health
insurance is projected to increase far more than salaries, which is tied to inflation (the consumer price index). In
September, the Blue Cross PPO Plan provided to the full-time hourly employees is scheduled for renewal and we have
been informed that it will increase 14.5%. The District’s share of the increase, under the Memorandum of
Understanding (MOU), is 10% and the employees share is 4.5%. As in prior years, the District’s broker, Jackson
Booth, will go out to bid from other carriers and several benefit coverage options from Blue Cross will be offered for
consideration as well.

Such rising costs have forced many employers, both public and private, to change the design of their healthcare plans,
and those changes have usually meant transferring a larger share of the costs to employees by increasing their share for
insurance premiums; increasing “co-pays” for doctor visits and drug prescriptions; increasing “co-insurance” for
medical services; and increasing front-end deductibles. District employees have also participated in some of these cost
containing changes. In collaboration with affected employee groups, the benefit design has been modified, the most
significant being the reduction in the co-insurance level (the amount the plan pays) from 100% to 90% and to the
current level of 80%. Increased co-payments for doctor’s visits and emergency room coverage criteria are other
examples of coverage reductions.

In 1999, the District left the Operating Engineers Health & Welfare Plan (OE3 Plan) after a 17% premium increase.
Several years later, the new plan, Community Health Plan, required an increase of 18% and the District returned to the
OE3 Plan. In 2004, the District shopped for other plans for the salaried employees, but stayed with the OE3 Plan. In
2005 and 2006, Jackson Booth went out to bid to compare against the Blue Cross PPO plan.provided the hourly
employees and discovered insufficient savings to warrant changing carriers.

In 2005, during contract negotiations, the Management and OE3 units agreed to phase out the “In-Lieu-Of” Family
Health Insurance benefit which converts the difference in cost for family verses employee-only coverage to a deferred
compensation contribution for those employees electing the employee-only coverage. This has resulted in substantial
savings. For example, if unchanged, it is estimated in-lieu-of payments would have cost over $141,000 in FY 07/08
rather than the budgeted $43,000.
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DISCUSSION

The MOU’s with the Management Unit and both OE3 units state: “A committee shall be formed composed of interested
employees to evaluate and recommend health plan options that would reduce premium costs and maintain plan quality
including the provider network.”

The Health Plan Committee (HPC) began meeting in June 2006. Representatives agreed that the committee’s primary
objective involved “gathering information to assist with decisions relative to health insurance and related health benefits
prior to MOU negotiations in 2008.” With that in mind, four meetings were scheduled for 2007, each to focus on a
different topic central to anticipated health plan decisions. The first meeting concentrated on options related to provider
networks. What are the available healthcare networks? How does one evaluate the quality of a network? The second
meeting discussed benefit designs and concluded that additional meetings would be worthwhile. Which carriers and
under what conditions allow the employer to design the coverage levels (deductibles, co-insurance amounts, annual and
life maximums, etc.)? Does the carrier offer different coverage plans and allow individuals to pick which one to enroll
in? The HPC will concentrate on various administrative issues and post-retirement health care benefit issues at the next
meeting on July 26", followed in August with preliminary premium quotes. The final meetings will look at final carrier
quotes; review the main issues altogether; and hopefully provide recommendations to the employee groups and the
District.

LOCAL AGENCY SURVEY

Staff was asked to contact local public agencies - in particular, member jurisdictions - to see how the District compares
in terms of employer and employee contributions for medical, dental, and vision coverage. We were able to obtain
usable information from seven out of nine member agencies as well as three special districts. The information is
presented in Attachment 1.

As shown, the average maximum monthly premium is $1,462 and the median is $1,405. This is slightly more than the
cost for the District plans at $1,261 (hourly) and $1,394 (salary). The maximum paid by an agency ranges from $541
per month (Marina) to $1,810 per month (Seaside) with the average at $1,229 per month and the median at $1,270 per
month - more than the District’s $1,197 contribution for hourly employees and less than the $1,376 contribution for
salary employees. The average monthly maximum amount paid by employees is $233 compared to $64 and $18 paid
by District hourly and salary employees respectively. Eight agencies contract with CALPERS for medical coverage;
two agencies participate in plans offered through the Association of California Water Agencies (ACWA); and two
contract with Blue Cross.

It should be noted that the information is a snap shot in time. Renewal dates, with associated increases in premiums
and contributions, vary. For the District, the Blue Cross health plan for the hourly employee group is scheduled to
renew this September while the OE3 Plan for salaried groups is scheduled to renew next January. If we were to collect
the information several months from now, the results could be materially different.

CONCLUSION

The delivery and cost of health care has become a high priority issue to communities as well as individuals. Charting a
long term sustainable course in such a complex and evolving field is certainly challenging. The District is fortunate that
Jackson Booth, Benefits Consultant, with extensive experience in Monterey County, is assisting us through this process.
A collaborative approach, one that includes representatives from all interested parties, is being developed and utilized
by the HPC. Merging the issues of benefit design and cost-sharipg, will be central, economic issues in upcoming
contract negotiations.

Rich Norton
Attachment
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Attachment 1: June 2007 Survey of Health Plan Monthly Premiums

Agency Medical Dental Vision Total
Premium Premium Premium Premium
Member Jurisdiction Medical Plan Ee; Ee+1| Family EE| EE+1| Family EE}' EE+1 ‘ Family EE| EE+ Family
Carmel-By-The-Sea PERS Choice| 473 948) 1,230 9% 94 9% 567) 1,040 1,324
EE Pays 95 189 246 0 0 0, Included in Dental 95 189 246
Agency Pays 379 757 984 94 % 94 473 851 1,078
Del Rey Oaks PERS Choice! 473 946 1,230 56, 107) 166 13 18] 33 542 1,07 1,429
| EE Pays 0 0 0 0 0 0 0 0 0 0 0 0
Agency Pays 473 946, 1,230 56| 107) 166 13 18 33 5421 1,071 1,429
| Marina PERS Choice 473 946, 1,230 30 56 70 20 20 20, 5231 1,022 1,320
EE Pays 0 405 689 0 56 70 0 20 20 0 481 779
Agency Pays 473 541 541 30 0 0 20 0 0, 503 541 541
Monterey PERS Choice 473 946! 1,230 64 78, 150 20 20 20 558 1,044 1,400
EE Pays 0 105 242 0 78 150 0 0 0 0 183 392
Agency Pays 473 841, 988 64 0 0 20 20 20| 557 861 1,008
Monterey County PERS Choice 473 946 1,230 ]
EE Pays County self-funded plan . County self-funded plan
Agency Pays
Pacific Grove PERSChoice 473 946 1230 36 72] 90 12| 21 21 52  ftos 1047
EE Pays ’ ] i ]
Agency Pays |
PBCSD ACWA 515| 1,174, 1,410 515, 1,474 1,410
EE Pays 0 0 0/ Included in Medical Included in Medical 0 0 0
Agency Pays 515 1174 1410 515 1,174 1,410
Sand City PERS Choice. 473 946 1,230 60 129, 193 17 33, 33]  550; 1,108 1,457
EE Pays 0 0 30 0 0 0 0 0 0 0 0 30]
Agency Pays 800 1,200, 1,200 193 193] 193 17 33 33, 1,010, 142 1,426
| Seaside BlueCross | 642 1349 19271 38 87, 121 1 200 688 1,446 2,074]
Ee Pays 0 234 257 0 0 0 2 5 7 2 240 264]
Agency Pays 642 1114 1,670 38 87 127 6 13| 685 1,207 1,810
Special Districts
MPWMD _ACWA ~ 456) 1075 1245 21 57 105, 17 17 17]  500] 1,149 1,367|
Ee Pays 31 132 159 0 0, 0 0 0 0 31, 132 159
Agency Pays: 425 943 1,086 27, 57 105 17 17 17 469] 1,017 1,208
MST PERS Choice| 473 9461 1,230 42| T4 128 7‘ 13 170 522, 1,033 1,375]
Ee Pays 27 138 179 42 74 128 13 17 76 225 324
Agency Pays| 446 808) 1,051 0 0 0 0 0] 446 808 1,051
MRWPCA Blue Cross 423 931 1,311 ¥ 718 125 11 27 27, 473] 1,036 1,463
Ee Pays 0 75 131 0 0 0 00 o0 0 0 75 131
Agency Pays: 423 856) 1,180 39 78] 125 11 27 27, 473 961 1,332
MRWMD ‘
| Hourly Group Blue Cross, 370 8141 1,146 27 56 9 15 23] 405 884, 1,261
EePays) 21 21 64 o 0o o0 o o 21 2 64,
Agency Pays 349 7931 1,083 27 56/ N 15 23] 385 864 1,197
Salary Group OE3 Trust 867) 1,394, 1394 867: 1,394 1,3%4
Ee Pays 0 18 18|  Included in Medical Included in Medical 0 18 18
AgencyPays. 867 1,376 1,376 867 1,376 1,376
Maximum Paid (excluding MRWMD)
Total Premium | Average 1462
Median “ 1,405
Agency Contribution — Averége - 2 J R 1,229
Median 1,270
Employee Contribution Average, - - 233
Median | : 203




