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

FROM: Human Resources Department SUBMITTAL DATE:
July 21,2008

SUBJECT: Medical, Dental, and Vision 2009 rates for County employees.

RECOMMENDED MOTION: That the Board of Supervisors approve the 2009 plan rates listed in
Attachments “A” through “D” for active employees.

BACKGROUND: Since January of 2003, the County has contracted directly with health plan carriers
for the majority of County employees and retirees. The Law Enforcement Management Unit (LEMU)
RSA Public Safety Unit, and the Prosecution Unit (DDAA) remain in the health plans offered through
CalPERS, and the Riverside Sheriffs' Association (RSA) continues to provide coverage for its members
through a Medical Trust. The annual cost for medical, dental, and vision insurance paid by employees
for County plans in 2008 was approximately $97,557,905.
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BACKGROUND continued:

The Human Resources Department, in conjunction with the Joint Health Care Labor Management
Committee (the “Committee”) comprised of the Service Employees International Union (SEIU), the
Laborers International Union of North America (LIUNA), management representatives, and retirees,
worked with Aon, our benefits consultant, to request renewal quotations from the current health plan
carriers for 2008. The Committee reviewed proposed 2009 rates for the current programs, as well as
pricing alternative benefit options. Rate renewals are based on the County’s group-specific claims
experience and anticipated market trend for medical costs in 2009.

Medical Plans

No benefit changes are recommended for the County’s Medical plans. The County has been successful
in obtaining renewal rates that are at or below the national market trend for the Health Maintenance
Organizations (HMOs) and its self-funded plan. The national market trend is estimated to average
11.50%; the County has negotiated 6.10% for Kaiser Permanente, 7.90% for Exclusive Care and 11.36%
for Blue Shield HMO. Specific Rates for County of Riverside plans are outlined in Attachment “A”.

However, the Blue Shield Preferred Provider Option (PPO) with 256 members, who account for
approximately 2% of the total health plan enrollment, will have a 19.46% rate increase. Human
Resources anticipates that due to Blue Shield PPO’s declining enroliment and poor claims experience,
the County will need to discontinue the offering in the 2010 plan year.

Human Resources continues to monitor and compare the County’s medical plans to the CalPERS
medical plans. Specific rates for CalPERS plans are outlined in Attachment “D". The County's Blue
Shield HMO and Kaiser Permanente rates are slightly lower than the rates for comparable CalPERS
plans. Rates for the County’s Blue Shield PPO are higher than the CalPERS rates. Exclusive Care
continues to provide rates that are below all CalPERS plans. CalPERS rate increases for Blue Shield
HMO and Kaiser Permanente plans are 5.18% and 7.99% respectively. The CalPERS Blue Shield HMO
rate increases are low this year because CalPERS has entered into a risk sharing arrangement with Blue
Shield and has realized lower rate increases this year after several years of higher than anticipated
increases.

Dental Plans

No benefit changes are recommended for the County’s dental plans. The Freedom Dental plan has a
rate increase of 7.3%, the United Concordia PPO plan has a rate increase of 7%, the Local Advantage
and Local Advantage Blythe plans have a 1.5% increase, and the United Concordia HMO plans have no
rate increases. These increases are in line with the national trend of 3% for the Dental Health
Maintenance Organizations plans and 7% for Preferred Provider (PPO) ptans. The specific dental plan
rates for 2009 are contained in Attachment “B” for active employees.

Vision Plans

No benefit changes are recommended for the County’s vision plans and these plans will not have a rate
increase for 2009.

The County provides the self-funded Vision Service Plan to elected officials, employees in bargaining
units DDAA and LEMU, resident physicians and employees classified as Management, Confidential and
Unrepresented. Aon Consulting reviewed this plan during the annual actuarial evaluation and
determined that the current funding level is appropriate to maintain the plan benefits for 2009.
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The Medical Eye Services (MES) vision plan is a voluntary visicn program offered to employees in the
SEIU, LIUNA and RSA Public Safety units. This plan will have no rate increase for 2009.

Dependent Eligibility Verification Procedures

In order to insure that claims are paid only for eligible dependents and to further control health care costs,
Human Resources will implement additional eligibility verification procedures during this open enrollment.
Human Resources will confirm dependent eligibility for County sponsored medical, dental and vision
plans by requiring the submission of appropriate documentation for all dependents at the time of
enrollment and during periodic dependent eligibility audits. Appropriate documentation includes copies of
birth certificates, adoption documentation, guardianship orders, and tax returns for children who are not
the employee’s natural or step child.

Conclusion

The annual cost of medical, dental and vision plans for active employees in the County-sponsored plans
will increase from $97,557.905 in 2008 to an estimated $105,927,439 in 2009, an increase of $8,369,534
or 8.6%. Employees pay the direct premiums for medical, dental and vision coverage, so there is no
direct cost to the County for changes in rates for 2009. However, of the $105,927,439 million total
expense for health benefits, an estimated $100.4 million will be funded indirectly by County contributions
to the Flexible Benefits Program, and an additional $3.2 million is paid by the County as premium
subsidies for LIUNA and SEIU employees.

The approved plan rates will be communicated to employees through Annual Enroliment that is
scheduled from October 1 through October 28, 2008.

Retiree rates for the Medicare “Risk” plans will be brought to your Board after Medicare releases its
changes in August. Complete plan documentation for retirees will be brought to your Board in
September, along with final retiree rates for Plan Year 2009.
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