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SUBMITTAL TO THE BOARD OF SUPERVISORS (9
COUNTY OF RIVERSIDE, STATE OF CALIFORNIA OQX

FROM: Human Resources Department SUBMITTAL DATE:
August 27, 2012

SUBJECT: 2013 Medical Plan Rates for County of Riverside Early Retirees and Medicare Eligible
Retirees

RECOMMENDED MOTION: That the Board of Supervisors approve the 2013 Early Retiree and
Medicare eligible retiree plan rates (Attachment A and B), effective January 1, 2013.

BACKGROUND: The County contracts directly with health plan insurance carriers for the majority of
' | the County's Early and Medicare eligible retirees. Exceptions include Law Enforcement Management
Unit (LEMU), Riverside Sheriff's Association Public Safety Unit (PSU), and the Riverside County
Deputy District Attorneys Association (RCDDAA) who remain in the health plans offered through
CalPERS. The Riverside Sheriff's Association (RSA) continues coverage for its members through the

RSA Medical Trust.
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Barbara A. Olivier
Asst. County Executive Officer/Human Resources Dir.
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BACKGROUND (continued):

On July 31, 2012, the Board approved the 2013 active employee medical plan rates. At that time, the
County’s medical carriers were unable to provide plan rates for Medicare coverage because the federal
Centers for Medicare and Medicaid Services (CMS) had not yet released the 2013 Medicare
reimbursement rates. Early retiree (non-Medicare eligible) and Medicare reimbursement rates have since
been received.

Human Resources worked with Aon to research available options of utilizing the Early Retiree
Reinsurance Program (ERRP) reimbursement funds. The reimbursement provides a temporary premium
reduction for the 2013 plan year. In future years the ERRP reimbursement funds will be exhausted and
rate renewals will be based on group-specific claims experience and anticipated market trend of medical
cost.

Early Retiree Medical Rates (non-Medicare)

In response to the increased cost of early retiree medical premiums, Human Resources established a
Joint Health Care Retiree Sub-Committee (the “Retiree Sub-Committee”) to explore options to reduce
early retiree premium rates. The Retiree Sub-Committee met for a period of three (3) months, and during
that time the committee members researched plans offered by local public entities.

Based on its findings, the Retiree Sub-Committee recommended that Human Resources maintain its
current health plan offerings, continue to evaluate new options to lower cost and to provide educational
health coverage workshops for early retirees approaching Medicare age.

The initial average rate increase for early retirees was 16.5%. After successfully negotiating a rate
reduction to 10.4%, Human Resources applied ERRP reimbursement funds to the early retiree rates for
the 2013 plan year, thereby reducing the average proposed rate increase from 10.4% to 6.7%. Actual
rate increases vary by plan, ranging from 1.1% to 14.5%. If approved the $1.1 million reimbursement will
be applied to reduce monthly premiums for early retirees as listed in Attachment A.

Medicare Rates

Since the ERRP was instituted to provide organizations like the County partial reimbursement for
providing health coverage to retirees between the ages of 55 through 64 (and not Medicare eligible), the
ERRP reimbursement funds cannot be applied to the Medicare rates.

The average rate increase for Medicare eligible retirees is 1.5%, with the range from -4.0% to +12.8%.
The Medicare rates for the 2013 plan year are listed in Attachment B.

Conclusion

The annual cost of medical coverage for Early and Medicare retirees will increase from $8.3 million in
2012 to an estimated $8.6 million in 2013, an increase of $360,926 or 4.3%. There is no direct cost to the
County as a result of the recommended action.

The County provides a fixed contribution towards retiree premiums ranging from $25 to $256 per month.
Medicare eligible retirees pay the full cost of their medical premiums. Approved rate adjustments will be
communicated to retirees during the Annual Enroliment period, scheduled for retirees from October 9,
2012 through November 1, 2012.

The Plan contracts for the 2013 plan year are being prepared. Once completed, the final contracts will be
submitted to the Board for ratification.
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