SUBMITTAL TO THE BOARD OF SUPERVISORS
COUNTY OF RIVERSIDE, STATE OF CALIFORNIA

FROM: Human Resources Dept. SUBMITTAL DATE:
July 19, 2005

SUBJECT: Approval of 2006 Medical, Dental, and Vision Plan Rates and Medical Health Plan Carriers
for County Employees and Early Retirees

RECOMMENDED MOTION: That the Board approve Blue Shield, Kaiser, and Exclusive Care as the
County's Medical Plans for active and retired employees for 2006 with the rates listed in Attachment "A";
authorize continuation of the additional option of PacifiCare Secure Horizons Plan for retirees over age
65; and approve dental and vision plan rates for employees and retirees as listed in Attachment "B".

¢ | BACKGROUND: In 2002, the County elected to withdraw from CalPERS and continue to offer Kaiser,
Exclusive Care, PacifiCare and HealthNet plans as health care providers for employees, effective in
2003. The Law Enforcement Management Unit (LEMU) and Prosecution Unit (DDAA) remained with the
health plans offered through CalPERS, and the Riverside Sheriffs’ Association (RSA) continued their
coverage through a Medical Trust. All other employee groups were offered County plans at substantial
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Background (continued)

To date, County employees have saved nearly $23 million in medical premiums in comparision to
equivalent CalPERS plans, while the County has avoided substantial increases to post-retirement
medical liability by not being tied to CalPERS law. All our health plans are experience rated, meaning
costs are based upon actual experience. Initial renewal offers from our carriers for the 2006 plan year
indicated that cost increases ranging from 12.5% to 25.85% were being planned by all carriers.

For that reason, the Human Resources Department, in conjunction with the Joint Health Care Labor-
Management Committee, (Services Employees International Union (SEIU), the Laborers International
Union of North America (LIUNA), and retirees), worked with AON, our benefits consultant, to request
quotations from all interested carriers.

An extensive Request for Proposals (RFP) was issued to ten known carriers, and was also placed on
our Purchasing website for interested parties. Four carriers declined to submit proposals, while six
qualified carriers, including all of our current carriers, submitted proposals for our review. These
providers also committed to helping control health care costs in the long term through employee
education, wellness initiatives and support, and other means. After a thorough review of the six
proposals and interviews of the finalists by the Labor-Management Committee, Blue Shield was judged
to offer the most comprehensive and lowest cost option, and the best customer service.

Our recommendation is to terminate County participation in the PacifiCare and HealthNet plans effective
December 31, 2005, and instead offer both an indemnity plan with a Preferred Provider Option (PPO)
and a Health Maintenance Organization (HMO) through Blue Shield of California, a non-profit health
plan carrier, along with the Kaiser and Exclusive Care options. Due to Blue Shield's extensive network,
97% of employees will not have to change physicians; less than 300 members and dependents may
experience disruption in their medical providers. In addition, to minimize the transition required for
retirees, we recommend continuation of PacifiCare’s Secure Horizons Plan, a Medicare replacement
plan, for retirees over age 65, along with the options provided by Blue Shield and Kaiser. The proposed
monthly rates for active employees and early retirees are included as Attachment “A”. Importantly, Blue
Shield has also offered a rate cap for next plan year — assurance that they are not “buying” our
business. Retiree rates will not be available until Medicare releases its rates to carriers, expected in late
August.

Once again, the County has been successful in keeping rates below the CalPERS rates for the majority
of employees, while providing equivalent coverage to existing plans. The County’s decision to leave the
CalPERS plans in 2003 has also resulted in lower County costs for retiree coverage. Blue Shield will
also offer an indemnity/PPO option similar to PERSChoice, rather than the self-directed plan currently
provided by PacifiCare. The Kaiser rates may be further adjusted by Kaiser, but we do expect that the
County rate will exceed the CalPERS rate for that plan; the increase is based on the utilization and
health of our employees in that plan compared to Kaiser’s total population.

With your approval of this proposal, we will return to PacifiCare Secure Horizons, Blue Shield and Kaiser
to negotiate retiree rates for Medicare “Risk” Plans; complete plan documentation for employees and
retirees; and, prepare communication materials for the open enrollment process scheduled for October
2006. We will return to your Board in early September with final retiree rates for plan year 2006.

Attachment “B” also lists final rates for dental and vision plans for Plan Year 2006. These rates apply to
active employees and retirees.

There is no direct cost to the County for the recommended action.
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