SUBMITTAL TO THE BOARD OF SUPERVISORS % \ﬂ’
COUNTY OF RIVERSIDE, STATE OF CALIFORNIA

FROM: Human Resources SUBMITTAL DATE:
June 21, 2005

SUBJECT Standard Insurance Company Life and Disability Coverage Renewal

RECOMMENDED MOTION: That the Board approve Standard Insurance Company Life and Disability
Long-Term Disability rates effective July 1, 2005.

BACKGROUND: On September 1, 2001, the County of Riverside entered into an agreement with
Standard Insurance Company for Group Life Insurance Policy and Long-Term Disability (LTD)
Insurance Coverage. These agreements provide basic life and long-term disability benefits to
employees in the Exempt Management, Management, Confidential, and other Unrepresented
- |employees, At-Will Unrepresented, and Public Defenders. The Group Life Insurance Policy also
provides eligible employees the opportunity to purchase supplemental life insurance coverage for
< | themselves and their family members.
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Standard Insurance Company has agreed to continue, with no rate increase, the current Group Life
¢ | Insurance Policy rates for two years, through January 1, 2007.
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Ronald W. Komers
Asst. County Executive Officer/Human Resources Dir.
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In regards to LTD, since inception the cost of the premium has been 0.87% of insured earnings. In
July of 2004, the Board approved an additional increase of 0.05% (Agenda No. 3.47C, January 15,
2004), to cover administrative cost, bringing the total charge to 0.914% of insured earnings.

Long-Term Disability Insurance provides a reasonable replacement of 66.67% of an employee’s earned
income (up to a maximum of $10,000/mo.) lost through serious and prolonged iliness or injury during
the normal work career. Due to high claims experience in the prior three years, the rate for the LTD
program must increase from .914% to 1.008% of insured earnings. The claims experience during this
three year period, includes a total of 132 claims, incurring a total cost of $3,051,242. The effective date
for the LTD rate increase is July 1, 2005, and will be effective through December 31, 2006. The current
fiscal year total cost has been approx. $1,409,362. With this new rate increase, based on actual claims
experience, the projected fiscal year total cost will increase to $1,711,200, a difference of $301,838
annually ($67,000 net County cost).

As part of the renewal process, a due diligence analysis of the rate renewal was performed by Aon
Consulting, the County’s benefits consultants. Based on the consultants’ analysis, the rate renewals
provided by Standard Insurance Company, for both life insurance and LTD, are appropriate based on
claims experience in the three prior years. Aon Consultants reported that the duration of disability
claims, ranging from 6 months to a maximum age of 71, affects the volatility of future claim projections
as a single claim can have a significant cost impact to the policy. This volatility, in addition to the claims
experience for the past three years, is the primary reason for the LTD rate increase.

Human Resources will complete a request for proposals in 2006 to ensure we continue to receive
optimal rates for the next renewal.





