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383 Kenneth Hahn Hall of Administration
500 West Temple Street
Los Angeles, CA 90012

Dear Supervisors:

MEDICAL, DENTAL, LIFE INSURANCE AND
DISABILITY PLANS FOR 2006
(3 VOTES)

JOINT RECOMMENDATION WITH DIRECTOR OF PERSONNEL THAT YOUR
BOARD: :

1. Approve proposed premium rates for County sponsored plans as follows: (a)
medical and dental rates for represented employees for the period
January 1, 2006 through December 31, 2006, as shown in Exhibit I, (b) medical
and dental rates for non-represented employees for the period January 1, 2006
through December 31, 2006, as shown in Exhibit Il, and (c) continue existing
premium rates for the Long-Term Disability (LTD), and LTD Health Insurance
plan, as shown in Exhibit Ill.

2. Instruct County Counsel to review and approve as to form the appropriate
contracts with Blue Cross of California and Blue Cross Life and Health Insurance
Company (Blue Cross), Connecticut General Life Insurance Company and
CIGNA Healthcare of California, Inc. (CIGNA), Kaiser Foundation Health Plan,
Inc. (Kaiser), PacifiCare of California and PacifiCare Life & Health (PacifiCare),
Delta Dental Plan (Delta Dental), SafeGuard Health Plans, Inc. (SafeGuard) and
their successors or affiliates, as necessary, for the period from January 1, 2006
through December 31, 2006, and instruct the Chair to sign such contracts.

3. Approve proposed premium rates and benefit coverage changes for the following
union sponsored plans, as shown in Exhibit 1V, for the period from
January 1, 2006 through December 31, 2006: the Association for Los Angeles
Deputy Sheriffs, Inc. (ALADS) plans, the California Association of Professional
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Employees (CAPE) plans and the Los Angeles County Fire Fighters Local 1014
Health and Welfare Plan.

4. Approve modification of the benefit and rate structure for the MegaFlex STD
program as shown in Exhibit lIl.

5. Approve an adjustment in the minimum County contribution under the MegaFlex
and Flexible Benefit Plans from $810 per month and $591 per month,
respectively, to $852 per month and $626 per month, respectively, to be initially
reflected on the January 13, 2006 pay warrants.

6. Instruct the Auditor-Controller to make all payroll system changes necessary to
implement the changes recommended herein to ensure that all changes in
premium rates are first reflected on pay warrants issued on January 13, 2006.

7. Adopt the accompanying ordinance amending Title 5 of the Los Angeles County
Code to implement the changes recommended herein.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Purpose: The current rate contracts for all County and union sponsored medical and
dental insurance plans end on December 31, 2005. The purpose of these
recommendations is to secure authorization of benefit and premium changes for the
2006 calendar year. ‘

The County maintains employee health, dental and other group insurance programs to
promote the effectiveness, health and welfare of its workforce. These insurance
programs are based on long term relationships with insurance carriers and many of
these relationships and specified benefits are required by the Fringe Benefit
Memoranda of Understanding (MOUs) with SEIU Local 660 and the Coalition of County
Unions. Accordingly, 2006 recommendations for represented employees focus
exclusively on premium adjustments requested by the carriers. Some benefit changes
are recommended for health plans for non-represented employees.

Justification: During your Board’s deliberations concerning 2005 health and dental
plan premium rates, your Board instructed the Chief Administrative Officer and the
Director of Personnel to “request detailed information for all County sponsored plans, on
the need for future rate increases, a justification of those rates, and a review of
associated costs incurred by Los Angeles County.” To implement this order, we asked
the County’s group insurance consultant, Mercer Human Resource Consulting (Mercer),
to make improvements to the rate renewal process for 2008, including full involvement
and transparency among all County, union and carrier stakeholders, in depth
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investigation and resolution of all material underwriting issues identified in carrier
proposals, documentation of due diligence, an opinion on justification of proposed
carrier rates, and documentation of financial results.

Mercer's opinion is that each County sponsored plan carrier’s final negotiated rates are
justified. Attachment A compares the estimated actual total premiums from initial carrier
premium quotes for 2006 with the final result after performance guarantee review,
challenges to carrier underwriting, benefit changes, and negotiation. The percentage
increase for each carrier is also shown as well as the total increase for County
sponsored health and dental plans. The rate negotiation process produced significant
savings for 2006 estimated to total $10.7 million. Health premiums estimated to be paid
to health carriers during 2006 will increase by 7.9% compared to an expected increase
of 10% based on national trend. Attachment B documents the due diligence process for
negotiating 2006 rates and gives Mercer’s opinion for health and dental plans.

2006 Premium Rates Recommended for Adoption: County or union sponsored
health, dental and other insurance rates recommended for adoption are shown in
Exhibits | through IV. The rates shown in these Exhibits are the monthly prices that
employees will pay from County cafeteria plan contributions or their own resources after
County subsidies are subtracted from negotiated premiums paid to carriers. For this
reason, percentage increases in premium rates to be charged to employees as shown
in the Exhibits in many cases will differ from the negotiated increases in premium to be
paid to carriers as reported in the body of this letter and in Attachment A.

Union Concurrence: The negotiated premium rates are concurred with by the Director
of Personnel, the Chief Administrative Officer and Mercer. SEIU Local 660 and
management representatives have voted in the Labor-Management Benefit
Administration Committee (BAC) to recommend premium rates, as shown herein, for
employees represented by Local 660. The Coalition of County Unions (CCU) and
management representatives have also voted in the joint Labor-Management Employee
Benefit Administration Committee (EBAC) to recommend the proposed premium rates,
as shown herein.

Premium and benefit changes requested by unions which sponsor their own group
insurance plans were reviewed by DHR and the CAO. DHR and the CAO jointly
recommend changes requested by ALADS, CAPE and Local 1014, as shown in
Exhibit IV.
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Implementation of Strateqgic Plan Goals

The recommended actions are consistent with the principles of the Countywide
Strategic Plan by promoting the well being of County employees and their families by
offering comprehensive employee benefits.

FISCAL IMPACT/FINANCING

Each cafeteria benefit plan, including represented employee plans provided by MOUs
with County unions, provides for a County contribution and in most cases an additional
subsidy to help pay the cost of insurance benefits. The County contributions and
applicable subsidies for employee benefits mentioned or recommended herein are
included in the 2005-2006 budget. Employees pay for additional costs above and
beyond the County contributions and subsidies through payroll deduction. During 2006,
at least one health plan option that is fully covered by County contributions and
subsidies will be available to every eligible County employee.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

In general, County health plans are rated by carriers based on the health risk of, and
utilization of health care by, County employees and their covered dependents. In 2005,
an ongoing pattern of increases in hospital, medical provider and pharmaceutical costs
again drove health insurance costs upward. Nationally, health plan increases are
expected to be 10%. Negotiated County sponsored health plan premium increases for
2006 range from 4.4% to 13%, with the average increase being 7.9%, as shown in
Attachment A. 2006 premiums to be paid to carriers for health and dental plans are
estimated to cost $556.7 million for County sponsored plans and $95.2 million for union
sponsored plans, a total of $651.9 million for all plans.

Medical Plan Changes Affecting Represented Employees

The current fringe benefit agreements with the Coalition of County Unions and SEIU
Local 660 provide, among other things, for the current level of County contributions to
the Choices and Options cafeteria plans. These contributions fund part or all of the
various benefits employees purchase under the Choices and Options plans, including
health, dental, and other group insurance. The fringe benefit agreements also provide
for the payment of certain County subsidies toward the cost of group health insurance.
As previously negotiated with employee representatives and approved by your Board,
the existing County contributions affecting Coalition and Local 660 represented
employees will be adjusted in 2006, and the County subsidies will continue. As a
reminder, because subsidies can affect year-to-year differences, in many instances
percentage rate differences shown in Exhibit | differ from those described below.
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Kaiser rates for 2006: The 2006 rates negotiated with Kaiser will increase by 8.2% for
the Local 660 plan, and 8.9% for the Coalition plan. The difference in year-to-year plan
increases and lower total carrier rates favoring Local 660 in 2006 are attributable in
large part to plan design differences. The Local 660 plan charges pharmacy copays of
$5 for generic drugs and $10 for brand name drugs, charges a $50 copay for
emergency room visits, and covers durable medical equipment. By comparison, the
Coalition plan charges a $5 copay for all drugs, a $5 emergency room copay and does
not provide durable medical equipment coverage.

Based on its in-depth review of the underlying data supporting 2006 rate development
and Kaiser’'s unique proprietary rating methodology, Mercer believes that the proposed
2006 Kaiser rates for County sponsored plans are justified. Kaiser provided a
$3,000,000 marketing credit to the Local 660 plan and small performance guarantee
credits and technical adjustments to all plans. Moreover, progress has been made in a
series of labor-management meetings with Kaiser to identify and resolve underlying
cost, health care access and communication issues. These meetings, which will extend
into next year, may lead to long term mitigation of costs.

Nevertheless, negotiation of the 2006 Kaiser rates left some issues unresolved,
including: (1) continuation as the highest priced County sponsored HMO for represented
employees with large gaps over other County sponsored HMOs (17% over PacifiCare
and 8% over CIGNA), (2) continued unwillingness to provide Mercer the information, on
a confidential basis, needed to fully reconcile development of the pharmacy component
of Kaiser's rates, and (3) unwillingness to provide the level of credit to the Local 660
plan thought warranted by the County and Local 660 consultants for pharmacy and
emergency copay concessions made by Local 660 in 2005.

Kaiser's noncompetitive rates will inevitably lead to membership decline. Kaiser
assumes that high utilization by County employees is caused in large part by a higher
proportion of health risks in its plans than in other County plans. Mercer is currently
conducting a risk assessment, at our request, to determine if adverse selection or other
factors are causing concentration of health risks in some plans. We will make
appropriate recommendations after the risk assessment is completed.

CIGNA Rates for 2006: CIGNA provides an array of three plans to employees
represented by the Coalition of County Unions: an HMO, a point of service plan (POS)
and a preferred provider plan (PPO). The 2006 negotiated rates for the CIGNA HMO,
POS and PPO plans will increase 13%. Mercer’s opinion is that the negotiated CIGNA
rates are justified.
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To provide affordable rates to the PPO plan, CIGNA will continue to blend the rates
between the HMO, POS, and PPO plans. The current CIGNA plan designs, which have
been in place since 1991, will remain unchanged in 2006. We will make appropriate
recommendations on these and other issues relating to the condition of the CIGNA
program following completion of the Mercer risk assessment study. Any future change
in the CIGNA program will necessarily be the subject of negotiations with employee
representatives.

PacifiCare Rates for 2006: The 2006 rates negotiated with PacifiCare for employees
represented by SEIU Local 660 will increase 6.7% in the PacifiCare HMO plan for
Options, and increase 11.9% in the PacifiCare PPO for Options. The PacifiCare Plan
designs are reasonably up to date, having been redesigned and put out to bid three
years ago. Mercer's opinion is that the rates are justified.

Union Sponsored Plan Benefit Changes and Rates for 2006: Premiums for the
County approved union sponsored health plans are also increasing substantially.
Proposed 2006 premium rates to be paid to carriers and benefit changes for the CAPE
plans are summarized below:

Summary of Union Sponsored Plan Changes for 2006

Union Sponsor  Average Increase Requested Benefit Change
in Rates to Be Paid
to Carrier on

Behalf of Plan
Sponsor
CAPE 10.3% Reduce Classic Plan out of network benefit to 60%
ALADS 13.9% None
1014 6.3% None
All Union Plans 11.5%

The estimated increase in premiums paid to carriers in 2006 on behalf of the union
sponsored plans is $9.8 million.

The subsidized rates to be paid by members of union sponsored plans are summarized
in Exhibit IV, while the carrier changes upon which those 2006 rates are based are
documented in the union request letters appended to Exhibit 1V.

Medical Plan Changes Affecting Non-represented Employees

Health Plan Rates: Non-represented employees who participate in the Flexible Benefit
and MegaFlex Plans currently have a choice between Kaiser and four Blue Cross health
plans, which include an HMO, a POS, a PPO, and a Catastrophic Plan. The average
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negotiated carrier rate increase for non-represented employee health plans will be
approximately 5% in 2006. We recommend that this percentage increase in rates be
passed onto Flexible Benefit and MegaFlex Plan participants in 2006, as shown in
Exhibit 1l. We also recommend that the historical County practice of funding any
difference between actual costs of these plans and the contribution paid by the
employees be continued.

Benefit Changes: We recommend that a basic vision benefit be added to the Kaiser
Plan and that the Blue Cross HMO, POS and PPO Plan basic vision benefit be
enhanced to include self insured and discounted Lasik surgery effective
January 1, 2006. For the Blue Cross HMO, PPO and POS plans the emergency room
copay is being increased to $50 to conform to other County sponsored plans, and the
vision care office visit copay is being increased from $10 to $15 to conform to other Blue
Cross medical office visit copays.

Dental Insurance

The recommended employee contribution rates for represented employee dental plans
are shown in Exhibit | and the corresponding rates for non-represented employees are
shown in Exhibit {l. The 2006 dental rates shown in Exhibit | are the rates quoted by
carriers for represented employees, except that in the case of the indemnity dental plan,
Delta Dental, the rates have been reduced by the 2006 County subsidies previously
negotiated with the unions and adopted by your Board. As a reminder, because
subsidies can affect year-to-year differences, percentage rate differences shown in
Exhibits | and 11 for Delta Dental differ from those described below.

The Delta Dental indemnity plan rates are guaranteed at the same amount for two years
through 2006. However, Delta Dental’'s 2006 premium rate paid to the carrier will be
adjusted downward by 0.1% from the 2005 level, as a result of performance guarantee
penalties incurred by the carrier in 2004. Past practice has been that comparable
treatment be given to the indemnity dental insurance premium rates charged to non-
represented employees and we recommend that you continue that practice by adopting
the Delta Dental rates charged to employees shown in Exhibit Il.

With regard to the prepaid dental plans for both represented and non-represented
employees, the premiums for both the DeltaCare PMI Plan and the SafeGuard Plan are
guaranteed and will not increase from 2005 levels during 2006. However, the
SafeGuard 2006 premium rate paid to the carrier will be adjusted downward by 0.4%
from the 2005 level as a result of performance guarantee penalties incurred by the
carrier in 2004.
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Life Insurance and Disability Programs

Life Insurance and LTD Rates: The recommended employee contribution rates are
shown in Exhibits Il and IV. The premium rates for the basic County paid life insurance
benefit and employee paid optional group term life insurance previously approved by
your Board will not change in 2006. There will be no change in 2006 in the cost of
AD&D and LTD Heath Insurance available to represented and non-represented
employees, or survivor income benefits available to MegaFlex participants who are
members of Retirement Plan E. There will be no change in the cost of LTD benefits
available to MegaFlex employees.

STD Plan and Rates: The Short-Term Disability (STD) plan for MegaFlex employees
serves as a substitute for the sick leave benefits otherwise available to most other
County employees. The plan pays benefits where a participant is disabled and cannot
perform their regular job duties. The current STD plan consists of nine coverage
options, including one County paid “core” benefit and eight elective coverage options
requiring various levels of employee contribution.

We are recommending changes to the STD Plan that reflect the fact that MegaFlex
participants have comparatively less opportunity to “bank” unused paid leave time and,
therefore, less protection in the event of an extended period of disability. The proposed
plan is greatly simplified to provide a core benefit and a single elective benefit. The
recommended core benefit provides income replacement equal to 70% of salary after a
14 day waiting period in the case of both industrial and non-industrial injuries.

For non-industrial injuries incurred on or after January 1, 2006, the elective benefit
provides income replacement equal to 100% of salary for 21 days after a seven day
waiting period and 80% thereafter. The maximum benefit duration, including the waiting
period, would remain at 26 weeks. The current and recommended STD benefits and
employee contribution rates are shown in Exhibit II.

Changes to the Minimum County Contribution Under the MegaFlex and Flexible
Benefit Plans

Non-represented employees covered by MegaFlex and the Flexible Benefit Plan receive
a County contribution expressed as a percentage of salary, but not less than a minimum
“floor” contribution of $810 per month under MegaFlex and $591 per month under the
Flexible Benefit Plan. Given that employee costs for health insurance will increase
under both plans in 2006, and that your Board previously approved negotiated
adjustments in the County contributions to the cafeteria plans pertaining to represented
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employees, we are recommending that the floor contributions to the MegaFlex and the
Flexible Benefit Plan be increased to $852 and $626 per month, respectively. These
adjustments would be initially reflected on the County pay warrants issued on

January 13, 2006.

The ordinance necessary to implement the recommendations herein has been
approved as to form by the County Counsel.

Respectfully submitted,

s
- 7 .
DAVID E. JANSSEN ICHAER. HEN

Chief Administrative Officer Director of Personngl

DEJ:MJH
WGL:FF:MH:df

Attachments (6)

c: Executive Officer, Board of Supervisors
Auditor-Controller
County Counsel
Local 660, SEIU
Coalition of County Unions
Mercer
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EXHIBIT 1

Page 1 of 2
COUNTY-SPONSORED
MEDICAL AND DENTAL _INSURANCE PLANS
FOR REPRESENTED EMPLOYEES
CURRENT 2005 RATES AND PROPOSED 2006 RATES
Coverage Current Proposed | Percentage
Plan —_ Option ____Category® 2005 Rates® 2006 Rates” _ Change
CIGNA Network HMO - 1 $ 303.02 $ 34249 13.0%
' . 2 $ 601.63 $ 680.70 13.1%
3 $ 693.05 $ 784.02 13.1%
Network POS 1 $ 468.40 $ 529.41 13.0%
2 $ 883.38 $ 999.14 13.1%
3 $ 996.26 $1126.72 13.1%
PPO 1 $ 753.42 $ 851.55 13.0%
2 - $1544.30 - $1746.14 13.1%
3 $1735.65 $1962.41 13.1%
KAISER 1 $ 339.25 $ 369.57 8.9%
Choices 2 $ 673.06 $ 733.70 9.0%
3 $ 781.62 $ 851.96 9.0%
KAISER 1 $ 320.12 $ 346.95 8.4%
- Options 2 $ 643.24 $ 696.90 8.3%
3 $ 745.60 $ 807.84 8.3%
PACIFICARE HMO 1 $ 274.69 $ 293.52 ' '6.9%
: 2 $ 558.03 $ 596.07 6.8%
3 $ 645.85 - $ 689.92 6:8%
PPO 1 $ 623.02 $ 697.87 12.0%
2 $1261.85 $1413.08 12.0%
3

$1460.87 $1636.02 ' 12.0%

- # 1 = Employee only
2 = Employee + 1 Dependent
3 = Employee + 2 or more Dependents
®Rates reflect current negotiated County subsidies.



EXHIBIT I

Page 2 of 2
COUNTY-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS
FOR REPRESENTED EMPLOYEES
CURRENT 2005 RATES AND PROPOSED 2006 RATES

- Coverage Current Proposed Percentage
Plan Option __Category®. 2005 Rates 2006 Rates _Change
DELTA DENTAL® ' 1 $ 23.74 $20.57 -13.4%
Choices ' \ 2 $ 39.43 $ 34.31 -13.0%
3 $ 59.31 $51.26 -13.6%
DELTA DENTAL® 1 $ 28.03 $27.97 -0.2%
Options 2 . $ 4664 '$46.53 -0.2%
3 $ 69.85 - $ 69.69 -0.2%

DELTACARE PMI 1 $ 13.24 $13.24 0.0%

Choices & Options 2 $ 21.84 $21.84 0.0%
3 $ 32.30 $32.30 0.0%
SAFEGUARD® o1 $ 984 $ 9.80 -0.4%
Choices & Options 2 $ 19.05 $18.97 -0.4%
3 - $. 24,86 3 24.75 -0.4%

# 1 = Employee only
2 = Employee + 1 Dependent
3 = Employee + 2 or more Dependents

®Rates reflect current negotiated County subsidies .
¢ SafeGuard rates for 2006 reflect a credit adjustment for performance guarantee penalties.



EXHIBIT II

COUNTY-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS
FOR NON-REPRESENTED EMPLOYEES
CURRENT 2005 RATES AND PROPOSED 2006 RATES

: Coverage Current Proposed Percentage

Plan Option -~ Category® 2005 Rates® 2006 Rates® _Change
BLUE CROSS: - California Care HMO 1 $ 185.07 $ 194.32 5.0%
2 $ 36198 . $ 380.08 5.0%
3 $ 379.70 $ 398.69 5.0%
4 $ 429.41 $ 450.88 5.0%
PLUS POS 1 $ 279.65 $ 29363 5.0%
2 $ 561.48 $ 589.55 5.0%
3 $ 574.66 $ 603.39 5.0%
4 $ 640.99 '$ 673.04 5.0%
. Catastrophic 1 $ 143.14 $ 150.30 5.0%
' 2 $ 287.21 '$ 301.57 5.0%
3 $ 291.65 $ 306.23 5.0%
4 $ 337.31 $ 354.18 5.0%
- Prudent Buyer PPO 1 $ 356.67 $ 374.50 5.0%
' 2 $ 654.63 $ 687.57 5.0%

3 $ 680.00 $ 714.00 5.0% -

4 $787.85 "$ 827.24 5.0% -
KAISER 1 $ 185.07 $ 194.32 5.0%
Flex/MegaFlex 2 $ 361.98 $ 380.08 5.0%
3 $379.70 $ 398.69 5.0%
4 $429.41 $ 450.88 5.0%
DELTA DENTAL 1 $ 2374 $ 20.57 -13.4%
Flex & MegaFlex 2 $ 34.70 $ 30.06 -13.4%
3 $ 39.43 $ 34.31 -13.0%
4 $ 59.31 $ 5126 - -13.6%
DELTACARE PM! 1 $ 1324 $ 13.24 0.0%
Flex & MegaFlex 2 $ 2271 $ 2271 0.0%
3 $ 2287 $ 2287 0.0%
4 $ 3296 $ 32.96 0.0%
SAFEGUARD® 1 $ 984 $ 980 -0.4%
Flex & MegaFlex 2 $ 18.49 $ 18.41 - -0.4%
3 $ 20.85 $ 20.76 -0.4%
4 $ -$ 2712 -0.4%

27.24

2 1 = Employee only

2 = Empioyee + Child(ren)

3 = Employee + Spouse.

4 = Employee + Spouse + Child(ren) .
® Rates, where applicable, are net of County subsidy; except that the premium charged to an employee whosé benefits
are subject to' COBRA and separates from service on-or after January 1, 2005 is.the carrier quoted rate plus an
administrative charge as-prescribed by COBRA i ’ ‘
© SafeGuard rates for 2006 reflect a credit adjustment for performance guarantee-penalties.



EXHIBIT III

SHORT-TERM DISABILITY, LONG-TERM DISABILITY
AND LONG-TERM DISABILITY HEALTH INSURANCE
CURRENT 2005 RATES AND PROPOSED 2006 RATES

MEGAFLEX 'SHORT-TERM DISABILITY PLAN

Erhployee Cost as a Percentage of Monthly Salary:

Current 2005 Rates Proposed 2006 Rates
Income 30 Days 14 Days 7 Days income Waiting
Replacement  waiting waiting waiting : Replacement Period Cost
period period period _ :
40% 0.000% 0.067% 0.110% 70% -14 Days ‘ 0.000%
60% 0.241% 0.340% 0.429% 100%* - 7 Days 0._934%
70% 0.463% 0.588% 0.709%

* Reduced to 80% after 21 days; applies to non-industrial injuries incurred after January 1, 2006.

MEGAFLEX LONG-TERM DISABILITY PLAN

Employee Cost as a Percentage of Monthly Salary:

Current 2005 Rates - Proposed 2006 Rates

Income Plan E + * All Other _ PlanE + * All Other
Replacement Retirement Plan Plans _ Retirement Plan Plans

40% 0.000% \ 0.040% _} 0.000% 0.040%

60% . 0.117% 0.157% 0.117% 0;157%

*Plan E plus 5 or more years of continuous service.

LONG-TERM DISABILITY HEALTH INSURANCE - Cost per month

. Current 2005 Rate . Proposed 2006 Rate

$4.25 ' $4.25



UNION-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS

CURRENT 2005 AND PROPOSED 2006 PREMIUM RATES

EXHIBIT IV

~ Coverage . Current " Proposed Percentage

Plan Option __. Category® 2005 Rates 2006 Rates® _ Change
ALADS Prudent Buyer Plan 1 ' $ 413.07 $ 483.24 17.0%
Under Age 50 2 $ 798.31 $ 938.25 17.5%
3 $ 917.30 $1077.90 17.5%
Prudent Buyer Plan 1 $ 413.07 $ 483.24 17.0%
Age 50 and Over 2 $ 798.31 $ 938.25 17.5%
3 $ 917.30 $1077.90 17.5%
CaliforniaCare 1 $ 280.37 - $ 314.05 12.0%
Basic Plan 2 $ 534.67 $ 601.84 12.6%

(All Ages) 3 - $ 667.91 $ 751.53 12.5%
. Prudent Buyer 1 $ 488.28 $ 565.97 15.9%
Premier Plan 2 $ 873.52 $1020.98 16.9%
Under Age 50 3 $ 992.51 $1160.63 16.9%
Prudent Buyer 1 $ 488.28 $ 565.97 15.9%
Premier Plan 2 $ 873.52 $1020.98 16.9%
-Age 50 and Over 3 $ 992.51 $1160.63 "16.9%
CaliforniaCare 1 $ 355.58 $ -396.78 11.6%
Premier Plan 2 $ 609.88 - $ 684.57 12.2%
(all ages) 3 $ 743.12 $ 834.26 12.3%
CAPE Classic. 1 $ 382.00 $ 440.00 15.2%
2 $ 765.56 $ 883.56 15.4%
3 - $ 986.56 $1139.56 15.5%
Lite 1 $ 263.00 $ 284.00 8.0%
2 $ 526.56 $ 569.56 8.2%
.3 $ 676.56 $ 730.56 8.0%
PPO 1 $ 382.00 $ 435.26 13.9%
(Out-of-state only) 2 $ 765.56 $ 874.09 14.2%
3 $ 986.56 $1127.24- 14.3%
FIRE FIGHTERS LOCAL1014 1 $ 395.00 $ 419.00 6.1%
, : 2 $ 750.56 $ 795.56 6.0%
3 $ 886.56 $ 943.56 6.4%

# 1 = Employee only

2 = Employee + 1 Dependent .
3 = Employee + 2 or more Dependents
®Rates reflect current negotiated County subsidies



ENCLOSURES TO EXHIBIT IV

1. ALADS Insurance Trust Request
2. CAPE Request
3. Los Angeles County Fire Fighters Local 1014 Health and Welfare Plan Request
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ALADS Insurance Trust

PAGE 82

818-8826155

August 19, 2005

8500 Topanga Canyon Bivd. Chatsworth, CA 91311
Tel (213) 676-0040 (800) 842-6635 Fax (818)678-0030

Mr. Michael J. Henry, Director
County of Los Angeles

Hail of Administration, Room 579
500 West Temple Street

Los Angelas, California 90012

Attention:

Ms. Marian Hall

Hurnan Resources Manager

Employee Benefils — Deferred Income Division
Depariment of Human Rescurces

County of Los Angeles ,

3333 Wilshire Boulevard, Tenth Floor

Los Angeles, California 90010

'RE: ALADS/BLUE CROSS 2008 HEALTHCARE PLAN PREMIUMS
Via fax and U.S. mail

Dear Ms. Hali:

Following are the manthly premium rates for the ALADS Blue Cross Prudent

Buyer and CaliforniaCare medical and dental plans for the 2006 plan year:

~ Plan Employee Employee + 4 Employee + 2
Prudent Buyer Basic  $483.24 $943.69 $1,083.34
Prudent Buyer Premier  $565.97 $1,026.42 $1,166.07
CaliforniaCare Basic $314.05 $607.28 $756.97
CalifomniaCare Premier  $396.78 $690.01 $839.70

:urther, the ALADS plans do provide “Creditable Coverage” as defined in the
Act,

Sincerely, ,

Bud Treece, Trust Administrator

(Computer genarated ordd faser printed inshouss)



" APE:

Cusromia o
Profassional Employees
Benefit Trust

July 20, 2006

Marian Hall

Human Resources Manager

Employee Benefits-Deferred Income Division
County of Los Angeles

Department of Human Resources

3333 Wilshire Boulevard

Los Angeles, CA 90010

Re: 2006 RENEWAL - CAPE BLUE SHIELD MEDICAL PLANS

Dear Ms. Hall:

This letter is to advise you of the CAPE Benefit Trust Board of Trustees’ approval of the
renewal of Blue Shield’s contracts for the year 2006 CAPE Blue Shield Classic and Lite
medical plans. Attached please find the benefit structures and rates for both plans.

There is one benefit change to the Classic plan. _ The out-of-network benefit percentage is
being changed t0 60%. All other changes would be any mandated regulatory changes.

We. would appreciate your forwarding the 2006 CAPE Blue Shield n:iedi'cal plans’
information to the Board of Supervisors for their timely approval.

Sincerely,

CALIFORNIA ASSOCIATION OF |
PROFESSIONAL EMPLOYEES BENEFIT TRUST

R W el —
John/ Fallon

Trustée

CAPE Benefit Trist Board of Trustees

Attachments

1910 West Sunset Boulevard, Site 600 « Los Angeles, CA 90026-3281 » (213) 484-0400 « Fax (213) 484-4963 - —=/~ 11
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L.OS ANGELES COUNTY FIRE FIGHTERS

LOCAL 1014 HEALTH AND WELFARE PLAN

3460 FLETCHER AVENUE + EL MONTE, CALIFORNIA 91731
(310) 639-1014 (800) 660-1014 (within California)

Cotebrating
a f‘fd@ [{Jz/«-‘)_g of Zlmz_z/

- July 26, 2005

Via Facsimile and Hard Copy by U.S. mail
(213) 637-0820

Marion L. Hall

Human Resources Manager

County of Los Angeles Department of Human Resources

3333 Wilshire Blvd. Suite #1

Los Angeles, CA 90010-4101

Dear Ms. Hall:

By order of the Board of Trustees c}.n July 25, 2004, the Local 1014 Health and Welfare
'Plan adopted the following premium rates for the year 2006.

Member Only $419.00
Member + One $801.00
Member + 2 or more $949.00

There are no.benefit changes for 2006.
Sincerely,

e
i .

LOUIS E. BUFFONE
Plan Administrator

LEW/cv Reéceived by, Date.

Representing Professional Firefighters in 54: Cities and the County of Los Angeles
Affiliated with . . . International Association of Fire Fighters, AFL-CIO » California Professiongl Firefighters, AFL-CI1O



ATTACHMENT A

SUMMARY OF NEGOTIATED FINANCIAL RESULTS FOR COUNTY
SPONSORED PLANS

(See Following Page)
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ATTACHMENT B

MERCER DUE DILIGENCE LETTERS

ENCLOSURES TO ATTACHMENT B:

1. Summary of 2006 Health, Dental and Life Renewal Results and
Recommendations (Represented)

2. Summary of 2006 Health, Dental and Life Renewal Results and
Recommendations (Nonrepresented)



Human Resource Consulting 777 South Figueros Street, Suite 2000
Los Angeles, CA 90017-5818
213 346 2200 Fax 213 346 2680
www.mercerHR.com

August 24, 2005

Ms. Marian Hall

Chief of Employee Benefits
Department of Human Resources
County of Los Angeles

3333 Wilshire Boulevard

Los Angeles, CA 90010

Subject:
Summary of 2006 Health, Dental, and Life Renewal Results and Recommendations
(Represented)

Dear Marian:

This letter summarizes the results of our analysis and hegotiation of the 2006 renewal proposals
“for health, dental, and life plans offered to the represented employees of the County of Los
Angeles (County). In addition, it presents our recommendations for each plan.

Process

The renewal request, analysis and negotiation are multi-step processes, conducted over a period
of several months. A planning meeting with the County initiates the process, in which objectives
for the following plan year are established. Stakeholders include the County, Unions (Coalition
of County Unions and SEIU-Local 660), Union consultants and Mercer.

Based on the planning meeting discussions, a Request for Proposal (RFP) is drafted and
reviewed by all stakeholders. The RFP includes:

= Stated assumptions and requirements, including a submission letter to be signed by a
company officer with the authority to bind their proposal

» Questionnaire encompassing carrier financial results, prescription drugs and provider issues,
health and productivity management, administration, and quality issues.

= Plan performance exhibits comparing the County’s past plan results to the carriers’ book of
business results

= Rate quotation, rate development and projected cost exhibits

MMC  Marsh & McLennan Companies
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= Benefit design and contract changes
s« Performance guarantees

All stakeholders submit requested changes to the draft. These are reviewed and incorporated
into the final RFP, which is then released to the carriers. This year, to provide the carriers with
additional completion time, several exhibits were released in advance of the full RFP release. All
parties concurred with the pre-release of these exhibits relating to plan performance for 2003 and
2004.

Carrier proposals are submitted to all stakeholders (the County, Union consultants and Mercer) at
- the same time. Following a review and analysis period, Mercer drafts negotiation letters for each
plan. The drafis are reviewed by the County and the Union consultants, and their respective
comments are incorporated before release to the carriers. Weekly status conference calis are
conducted between Mercer and the County to discuss the renewal results, negotiation process
and open issues.

Responses to the negotiation letters are due from the carriers prior to the renewal meetings.
Again the responses are delivered to all stakeholders concurrently. Final issues are reviewed and
prepared for the renewal meetings.

Two hour renewal meetings are conducted with each carrier. Attendees include representatives
from DHR, CAOQ, Union consultants, BAC and EBAC committees and Mercer, as well as the
carrier representatives. The carrier representatives generally include account/sales management,
financial, operations, and medical/provider relations personnel. Issues discussed during the
meeting include: rate development/proposal rates, performance guarantees, RFP deviations,
network contracting environment and quality initiatives. Outstanding issues and requests for
reduced rates — where areas of opportunity exist — are identified for each carrier. Following the
meeting, carriers must respond to all identified issues in writing to all stakeholders.

The review and negotiation process continues until all open issues are resolved or the carrier has
presented their final offer. The negotiation does not always result in agreement on particular
topics — however may result in overall business concessions from the carriers.



MERCER

Human Resource Consulting

Page 3

August 24, 2005

Ms. Marian Hall

" County of Los Angeles

Medical Plans

Overview

For all medical plans, the total projected premium increase is 8.5% or $33.3 million. This
compares to an initial increase of 10.6%, representing an $8.1 million negotiated reduction in
premium. No benefit changes are included in the renewal projections.

CIGNA R
CIGNA originally proposed an increase of 23.5% (approximately $7.9 million) on the Choices
program. This renewal position included credits for performance guarantee penalties.

As in past years, the experience on the PPO plan resulted in a higher renewal increase; however,
given the low enroliment in the non-HMO programs, CIGNA proposed blending the rates across
all programs. The HMO participants subsidize the PPO participants — the subsidy for 2006 is
0.3%. POS participants will also subsidize the PPO participants; the rate subsidy is 12.3%. We
reviewed the experience on the programs and challenged CIGNA on the following issues:

» As in past years, trend was overstated

» In 2004, CIGNA incurred a claims backlog and estimated a reserve for these claims in the
2005 renewal. During the course of 2005, this backlog was eliminated, but credit was not
applied to the County’s 2006 renewal development.

= CIGNA also required reserves for incurred but unreported claims; we did not agree with their
projection of required reserves, particularly for prescription drug claims.

= CIGNA did not apply a subsidy from the stabilization reserve to offset their required margin
position

Furthermore, the renewal reflected more individual high claims than in prior years, including one
claimant at $1.1 million, with high claim activity continuing in 2005. This was explored at
renewal meeting, and all claims were found to be in case management. The County plan does not
have individual high claim pooling, but our review determined that this feature would not have
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been an advantage had it been in place over a period of several years. CIGNA proposed
increasing renewal positions with increasing stop-loss thresholds.

We were successful in negotiating revisions to CIGNA’s renewal through the following
concessions:

=  Subsidy from the stabilization reserve at a higher projection than initially provided
= Reductions in trend and pharmacy reserves
»  Credit for the claims backlog

CIGNA’s revised renewal increase is 13.0% or $4.4 million, a savings of $3.5 million from their
original offer. It is our conclusion that CIGNA’s final renewal is justified. Furthermore, the
Coalition’s union consultant did not raise any additional questions/concerns after CIGNA
reduced their renewal increase t0.13.0%.

A performance guarantee penalty of $118,996 is due to the County for the 2004 policy year. This
reimbursement has been applied to the 2006 renewal.

The County’s plan will move to CIGNA’s new claims platform in 2006. CIGNA identified a
number of benefit design changes required by the new system to increase claims payment aufo-
adjudication. However, the County requested that all current benefits be maintained, due to its
maintenance of benefits agreements with the Coalition. CIGNA agreed to manually process the
non-standard benefits, but there will be added annual administrative fee of $98,000 to do so. This
fee is included in the renewal proposal.

PacifiCare

Originally, the proposed increase for the PPO was 13.2% and for the HMO was 8.1%. Through
our negotiations, the final increases were 11.9% and 6.7% respectively. The annual premium
increase is $6.3 million. PacifiCare revised their capitation projection and updated the original
experience period used, resulting in the lower renewal. This created a $1.2 million savings from
their original position. : '
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The HMO increase is below market averages, but we believed a lower increase would be
appropriate; PacifiCare did not agree. PacifiCare has invested in intensive patient care
management efforts — resulting in lower than average renewals for 2005 and 2006. Their efforts
have also resulted in positive earnings. PacifiCare rated the County’s plans for 2006 assuming
their average book of business trend. We believe that the level of investment in patient
management for the County is unique and not indicative of their book of business. Over time, we
expect that the County’s claims will trend at a slightly lower rate than the book of business — and
this should be reflected prospectively in the renewal.

The 2006 renewal includes a credit of $356,570 for performance guarantees. The 2003
performance guarantee results were incomplete when the 2005 renewal was finalized. Some of
PacifiCare’s guarantees rely on HEDIS based measurement, which were not available until later
in the year. When the final results became available, PacifiCare owed the County an additional
$124,665 for 2003 results. The preliminary reconciliation for 2005 indicates a payment to the
County of $231,905. Again, the HEDIS reporting for 2004 results will not available until later
this year; any additional amounts owed to the County will be credited to the 2007 renewal.

Overall, PacifiCare’s renewal is justified and we recommend that the County accept their
renewal proposal. Furthermore, Local 660’s union consultant did not raise any additional
questions/concerns after PacifiCare reduced their renewal position.

Kaiser
The County’s enrollment in the Kaiser plans is significantly greater than in the CIGNA and
PacifiCare plans. ,

Kaiser’s 2005 community rate increase in Southern California is approximately 7.0%. Based on
the actual County experience, the rates can vary. The needed increase for represented employees
is 8.4% (Options plan 8.2%, Choices plan 8.9%). The County’s increase is higher than the
community increase as the result of higher utilization of services in comparison to the Kaiser
Health Plan. The final positions represent a $3.4 million reduction from the original renewal of
9.7% for the combined represented plans.

Overall, the Kaiser premium increase is projected at $23 million for the represented plans. Total
projected paid premium to Kaiser next year is $290 million.
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Key issues discussed and negotiated with Kaiser were:

* Prospective credit to recognize the joint Kaiser/County/Union efforts to identify key cost
drivers and develop action plans to reduce unnecessary/inefficient utilization. Kaiser has
identified a 10% gap when comparing the County’s utilization to the health plan. Some of the
difference is driven by a higher burden of County members with chronic condition. However,
the remainder of the gap has not been fully identified. Efforts are underway (Options — Cost
Mitigation Goals and Objectives initiative) to determine root causes for the 10% gap and
potential actions to improve resource utilization. The magnitude of the gap indicates some
potential for savings, given SEIU’s commitment to member education and behavior change.
In addition to cost mitigation, Kaiser also has an opportunity to pilot this analysis/approach
for efforts with other elients.

» Credits for utilization reduction due to the emergency room copay increase implemented in
2005 (Options)- this change was implemented in response to the very high County
emergency room utilization. The 2006 Options medical base rate included a credit for the
higher copayment. However, the base rate is adjusted by a factor which measures the County
Union’s emergency room utilization from prior experience periods. Kaiser provided evidence
that in the first quarter of 2005, emergency room utilization decreased by 19% over the same
period in 2004. We believed that a larger rate credit would be appropriate, recognizing the
reduction in emergency room services.

»  Given the results of the 2005 actuarial review, we again examined the pharmacy rate
development. Kaiser’s response to providing the requested pharmacy data file was very late.
The file requested in May was eventually received on August 9. At Kaiser’s request, two
technical discussions were also held to review the data request and Kaiser’s pharmacy rating
methodology.

= Kaiser uses a different rating process for pharmacy than for outpatient and inpatient services.
They do not compare client results to their overall book-of-business for large cases. They
compare pharmacy results to an internally generated “health plan cost.” We were able to
obtain data files to check the “client cost” in comparison to the pharmacy RAF development.
The results balanced to the client cost reported by Kaiser.
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= However, information to verify the other elements of the rate development, such as the
“health plan cost”, remains unavailable. So, the pharmacy component of the rate cannot be
reconciled. The magnitude of the difference is similar to last year. We specifically requested
a 2006 rate credit for the 2005 pharmacy cost which could not be reconciled.

» Kaiser continues to be more expensive than competing plans, and the cost gap has increased
in comparison to the PacifiCare Options HMO plan, from 15% to 17%. The 2006 final rate
- difference for a single employee is over $600 per year and over $1,400 per year for a family.
The Kaiser cost gap has narrowed somewhat in comparison to the Choices CIGNA HMO
plan, from 12% to 8% more costly. This is due to the CIGNA rate change, and was not a
negotiation point for the Choices plan.

Kaiser had three responses to the above discussions. They reduced the renewal for the Options

plan. Kaiser agreed to a $3.0 million Customer Relations credit. They also committed to

‘expanding access via a new site in South Los Angeles, early in 2006. They will staff a “care
ombudsman” dedicated to serving County members.

Kaiser indicated that a Customer Relations credit would also be available for the Choices plan, in -
conjunction with benefit design changes. :

They did not concur with changes in their methodology for the emergency room copay increase
or for their pharmacy rating methodology. Kaiser confirmed their earlier written response that
they could not provide a renewal credit related to the pharmacy issue, as they are not in
agreement with the noted discrepancy.

Rates were also adjusted for the following:

= Kaiser applied a credit of $147,000 for federal funding of serious conditions (e.g. End Stage
Renal Disease). The credit represented a 2002 through 2004 plan year reconciliation. In
future years, an annual adjustment will be applied to the next renewal for credits due from
the prior plan year. Kaiser recommended a rate credit approach, since the County cannot
administer these credit adjustments during the plan year.

= A performance guarantee penalty of $163,133 has been applied to the 2005 renewal. Kaiser
identified one metric that was missed in 2004, but their reporting is not yet complete for
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standards based on HEDIS results. A final report will be issued in the Fall of 2005, with the
results for all metrics. If any additional penalties are owed, they will be applied to the 2007
renewal. -

= No benefit chaﬁges will be implemented for 2006

»  Although the pharmacy reconciliation remains an area of disagreement, overall we believe
that the renewal, after concessions, brings Kaiser into a more realistic position and is justified

Dental Plans

Deita Dental
The Delta Care program is in the second year of a two year rate guarantee.

Delta Dental contract rates are also guaranteed through December 31, 2006. Billed rates are
subsidized by the refundable premium reserves. Delta Dental confirmed the premium subsidy of
1.6% for Choices and 2.9% for Options.

In addition, a performance guarantee penalty of $61,201 for all County plans is due on the Delta
plans and is applied to the 2006 billed rates.

We believe Delta Dental’s renewal is justified.

SafeGuard
Safeguard rates will be in the second year of a three year rate guarantee. The rate guarantee does
not apply to adjustments for performance guarantees.

Safeguard applied a 0.4% of premium performance guarantee settlement, for the 2004 plan year,
to the 2006 rates. The total penalty applied is $14,564 for all plans. Safeguard proposed final
2006 rates to the County based on applying the performance guarantee credit to the 2005 billed
rates, instead of the contract rates. This resulted in an overstatement of their performance
guarantee credit by $0.07 per employee per month. They will honor the rates as presented in the
RFP response.
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We believe Safeguard’s renewal is justified.

Basic/Voluntary Life and PAIl - CIGNA

Rates were confirmed with no changes for 2006, which is the final year of a three year rate
guarantee period.

Sincerely,

rci K. Burns

Copy:

Frank Frazier, County of Los Angeles

Phil Schneider, Mercer Human Resource Consulting
Jeff Whitman, Mercer Human Resource Consulting
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August 24, 2005

Ms. Marian Hall

Chief of Employee Benefits
Department of Human Resources
County of Los Angeles

3333 Wilshire Boulevard

Los Angeles, CA 90010

Subject:
Summary of 2006 Health, Dental, and Life Renewal Resuits and Recommendations
(Nonrepresented)

Dear Marian:

This letter summarizes the results of our analysis and negotiation of the 2006 renewal proposals
for health, dental, and life plans offered to the non-represented employees of the County of Los
Angeles (County). In addition, it presents our recommendations for each plan.

Process

The renewal request, analysis and negotiation are multi-step processes, conducted over a period
of several months. A planning meeting with assigned representatives of the County DHR and
CAO initiates the process, in which objectives for the following plan year are established. Based
on the planning meeting discussions, a Request for Proposal (RFP) is drafted and reviewed by
the County. The RFP includes:

»  Stated assumptions and requirements, including a submission letter to be signed by a
company officer with the authority to bind their proposal

»  Questionnaire encompassing carrier financial results, prescription drugs and provider issues,
health and productivity management, administration, and quality issues

* Plan performance exhibits comparing the County’s past plan results to the carriers’ book of
business results '

» Rate quotation, rate development and projected cost exhibits

MMC Marsh & McLennan Companies
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»  Benefit design and contract changes
» Performance guarantees

The County submits requested changes to the draft. These are reviewed and incorporated into
the final RFP, which is then released to the carriers. This year, to provide the carriers with
additional completion time, several éxhibits were released in advance of the full RFP release.
The County concurred with the pre-release of these exhibits relating to plan performance for
2003 and 2004.

Carrier proposals are submitted to the County and Mercer at the same time. Following a review
and analysis period, Mercer drafts negotiation letters for each plan. The drafts are reviewed by
the County and their comments are incorporated before release to the carriers. Weekly status
conference calls are conducted between Mercer and the County to discuss the renewal results,
negotiation process and open issues.

Responses to the negotiation letters are due from the carriers prior to the renewal meetings.
Again the responses are delivered to the County and Mercer concurrently. Final issues are
reviewed and prepared for the renewal meetings.

Two hour renewal meetings are conducted with each carrier. Attendees include representatives
from DHR, CAO, and Mercer, as well as the carrier representatives. The carrier representatives
generally include account/sales management, financial, operations, and medical/provider
relations personnel. Issues discussed during the meeting include: rate development/proposal
rates, performance guarantees, RFP deviations, network contracting environment and quality
initiatives. Qutstanding issues and requests for reduced rates — where areas of opportunity exist —
are identified for each carrier. Following the meeting, carriers must respond to all identified
issues in writing to all stakeholders.

The review and negotiation process continues until all open issues are resolved or the carrier has
presented their final offer. The negotiation does not always result in agreement on particular
topics — however may result in overall business concessions from the carriers.
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Medical Plans

Overview ‘ _-

For all medical plans, the total projected premium increase is 4.2% or $3.3 million for the current
benefit programs. This compares to an initial increase of 6.5% or $5.0 million. The County will -
implement benefit design changes in 2006 as described below. The total projected premium
increase including these design changes is 4.9% or $3.8 million annually.

Blue Cross

For the 2006 plan year, Blue Cross proposed an increase for all plans combined of approximately
8.5% or $4.2 million, before negotiations. The final renewal, following negotiations and benefit
design changes is 5.1%, an annual increase of $2.5 million. Savings of $1.7 million were
achieved.

All plans are funded through_a minimum premium arrangement with specific stop loss of
$250,000 per individual. The aggregate stop loss will continue to be set at 120% of projected
claims for all plans. Projected 2006 maximum liability for the Blue Cross plans is $51.5 million.

In reviewing Blue Cross’ original renewal proposal, we identified several key issues:

» Higher than needed medical trend factors. Blue Cross utilizes book-of-business trend factors
for this group. Actual experience for the County has shown a trend significantly lower.

= Stop loss cost increases of apﬁroximately 30%

= Vision experiénce better than projected for 2005

= Performance guarantee penalties lower than requested target

As a result of negotiations, Blue Cross agreed to reduce their medical trend factors by 2%. The

reduction in trend accompanied by additional experience data resulted in a revised overall
renewal of 5% or a $2.5 million increase over 2005.
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As an option to the $250,000 individual specific stop loss attachment point, Blue Cross provided
an alternative option of increasing the stop loss point to $300,000, and agreed to a lower stop-
loss premium. This option would reduce the overall increase to 4.8%, at a savings of
approximately $110,000 from the $250,000 pooling level. We recommend that the County
increase the individual stop loss pooling level to $300,000.

The vision benefit was introduced in 2005 for the HMO, POS, and PPO plans. These benefits are
offered on a non-participating basis. Rates for the vision program are guaranteed through
December 2006. As utilization was lower than expected, VSP reduced their 2006 rates by 15%.
These reduced rates are effective 1/1/2006 through 12/31/2006. Several vision options were
presented to enhance the vision benefits (lower copayment, increased frames frequency and
coverage for lasik surgery).

Blue Cross also responded with a quote for a new vision plan, Blue View Vision. For the current
VSP plan design, these rates are 3.7% (PEPM) lower than the VSP rates. We recommend that the
County not change vision providers without a more detailed review of the impact on member
access, benefit payments and provisions.

The following changes will be implemented in 2006:

1. Increase vision copayment from $10 to $15 for consistency with medical copayments (vision
benefits apply to HMO, POS, PPO only)

2. Enhance vision coverage by adding an in-network $1500 lasik benefit (vision benefits apply
to HMO, POS, PPO only). Lasik benefits cover surgery costs in total for both eyes (not per
eye). Lasik benefits are provided on a self-funded basis only.

3, Increase emergency room copayment to $50 (HMO, POS, PPO only)

4. Increase individual pooling limit to $300,000

The net annual premium impact for these changes if $53,000.
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Blue Cross provided their 2004 performance guarantee report and issued a settlement check of-
$269,935 (the maximum penalty, 10% of administration fees) to the County. Blue Cross
proposed performance guarantees for 2006 with penalties up to 10% of retention, which is
unchanged from prior years. We requested a higher at risk amount as an incentive to improve
services. However, Blue Cross did not agree to a higher penalty level and offered other guarantee
options that do not provide additional benefit to the County.

We believe Blue Cross’ most récent renewal proposal is justified and recommend that the
County accept it. - :

Kaiser '

Kaiser’s 2005 community rate increase in Southern California is approximately 7.0%. Based on
the actual County experience, the rates can vary. For the non-represented employees, the needed
rate increase for the current benefit design is 2.9%. The principal reason for the increase below
the community average is a favorable change in inpatient utilization. :

Overall, the Kaiser premium increase is projected at $819,000 for the current non-represented
plan. Total projected paid premium to Kaiser next year for this group is $29.3 million.

The County will add a $250 vision allowance plan to the benefits in 2006. The vision allowance
plan will provide materials coverage for lenses and frames. The County’s benefits already
include vision exams. Lasik surgery is not a covered benefit under the Kaiser vision plans. The
associated annual premium increase is $441,000. With this benefit change the expected annual
Kaiser premium will be $29.8 million, or a 4.4% increase over 2005 costs.

Key issues discussed and negotiated with Kaiser were:

= Credits for utilization reduction due to the emergency room copay increase implemented in
2005 - this change was implemented in response to the very high County emergency room
utilization. The 2006 Management medical base rate included a credit for the higher
copayment. However, the base rate is adjusted by a factor which measures the County
Management’s emergency room utilization from prior experience periods. We believed that a
larger rate credit would be appropriate, given the expected reduction in emergency room
services.
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Given the results of the 2005 actuarial review, we again examined the pharmacy rate
development. Kaiser’s response to providing the requested pharmacy data file was very late.
The file requested in May was eventually received on August 9. At Kaiser’s request, two
technical discussions were also held to review the data request and Kaiser’s pharmacy rating
methodology.

Kaiser uses a different rating process for pharmacy than for outpatient and inpatient services.
They do not compare client results to their overall book-of-business for large cases. They
compare pharmacy results to an internally generated “health plan cost.” We were able to
obtain data files to check the “client cost” in comparison to the pharmacy RAF development.
The results balanced to the client cost reported by Kalser

However, information to verify thc other elements of the rate development, such as the
“health plan cost”, remains unavailable. So, the pharmacy component of the rate cannot be
reconciled. The magnitude of the difference is similar to last year. We specifically requested
a 2006 rate credit for the 2005 pharmacy cost which could not be reconciled

Kaiser committed to expanding access via a new site in South Los Angeles, early in 2006. In
addition, they will staff a “care ombudsman” dedicated to serving County members. Kaiser did
not concur with changes in their methodology for the emergency room copay increase or for
their pharmacy rating methodology. They confirmed their earlier written response that they could
not provide a renewal credit related to the pharmacy issue, as they are not in agreement with the
noted discrepancy.

Rates were also adjusted for the following:

Kaiser applied a credit of $10,000 for federal funding of serious conditions (e.g. End Stage
Renal Disease). The credit represented a 2002 through 2004 plan year reconciliation. In
future years, an annual adjustment will be applied to the next renewal for credits due from
the prior plan year. Kaiser recommended a rate credit approach, since the County cannot
administer these credit adjustments during the plan year.

A performance guarantee penalty of $17,308 has been applied to the 2005 renewal. Kaiser
identified one metric that was missed in 2004, but their reporting is not yet complete for
standards based on HEDIS results. A final report will be issued in the fall of 2005, with the
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results for all metrics. If any additional penalties are owed, they will be applied to the 2007
renewal.

Although the pharmacy reconciliation remains an area of disagreement, we believe that the
Kaiser renewal is justified.

Dental Plans

Delta Dental _
The Delta Care program is in the second year of a two year rate guarantee.

Delta Dental contract rates are also guaranteed through December 31, 2006. Billed rates are
‘subsidized by the refundable premium reserves. Delta Dental confirmed.the premium subsidy of
1.6%. I :

A performahce guarantee penalty of $61,201 for all County plars is due on the Delta plans and is
applied to the 2006 billed rates.

We believe Delta Dental’s renewal is justified.

SafeGuard
Safeguard rates will be in the second year of a three year rate guarantee. The rate guarantee does
not apply to adjustments for performance guarantees. '

Safeguard applied a 0.4% of premium performance guarantee settlement, for the 2004 plan year,
to the 2006 rates. The total penalty applied is $14,564 for all plans. Safeguard proposed final
2006 rates to the County based on applying the performance guarantee credit to the 2005 billed
rates, instead of the contract rates. This resulted in an overstatement of their performance
guarantee credit by $0.07 per employee per month. They will honor the rates as presented in the
RFP response.

We believe Safeguard’s renewal is justified. Safeguard has agreed to guarantee the rates,
excluding performance guarantee penalties, for three years.
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Basic/Voluntary Life and PAI - CIGNA

Rates were confirmed with no changes for 2006, which is the final year of a three year rate
guarantee period.

Please contact me or Jeff with any questions related to these renewals.

Enclosure

Copy:

Frank Frazier, County of Los Angeles

Phil Schneider, Mercer Human Resource Consulting
Jeff Whitman, Mercer Human Resource Consulting
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ANALYSIS

This ordinance amends Title 5 - Personnel, of the Los Angeles County

Increasing the minimum County contributions under both the Flexible
Benefit and MegaFlex Plans; and

Modifying the Short Term Disability ("STD") Plan for MegaFiex
employees to increase the "core" income replacement benefit to 70%
after a 14-day waiting period; and

Reducing the existing eight STD options to one elective income
replacement -option to commence after a 7-day waiting period, consisting
of a 21-day 100% income replacement and an 80% income

replacement benefit thereafter. The new elective option is available to all
MegaFlex employees and covers injuries or conditions which are not work

related.

TEPHEN R. MORRIS
Principal Deputy County Counsel
Labor & Employment Division



ORDINANCE NO.

An ordinance amending Title 5 - Personnel of the Los Angeles County Code,
relating to the Flexible Benefit Plan and Nonpensionable Flexible Benefit Plan of
Los Angeles County.

The Board of Supervisors of the County of Los Angeles ordains as follows:

SECTION 1. Section 5.27.040 (A) is hereby amended to read as follows:

5.27.040 Contributions.

A. Nonelective Contributions. Except as otherwise provided herein, each
month the County shall contribute to the Plan on behalf of each Participant an amount
equal to the greater of $5984626.00 or 10.0 percent of such Participant’ s Compensation
for the preceding month beginning the 20088 Plan Year; provided, however, that no
Nonelective Contribution shall be contributed for any Participant if he has not been in a
pay status for at least eight hours during the prior month. Nonelective Contributions
shall be reflected in County payroll warrants issued on or about the fifteenth day of the

month following the month'in which the requisite pay status was completed.
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SECTION 2. Section 5.27.220 is hereby amended to read as follows:

5.27.220 Definitions.

U. “Nonindustrial” means an injury or disease that the chief administrative

officer or the workers’ compensation appeals board has not yet determined to be

compensable under the workers’ compensation laws of the state of California or an

injury or disease which has been determined not to be so compensable.

U.V. “Nontaxable Benefit” means participation in any employee benefit program
provided or sponsored by the County, insured or uninsured, now existing or hereafter
adopted, for inclusion in the plan the cost of which is excludable from the gross income
of the Participant pursuant to Sections 79, 105, 106, or 129 of the Code or any other
applicable Code section, as the same may be amended.

VW. “Participant” means any Eligible Employee or former Employee who meets
the requirements for participation in the Plan set forth in Section 5.27.230.

WX. “Physician” means any physician, surgeon, osteopath, psychiatrist,
psychologist, chiropractor or other medical practitioner who is duly licensed by the state
in which he practices and who is practicing within the scope of his license.

XY. “Plan” means the County of Los Angeles Flexible Benefit Plan, as set forth
in this Subdivision 2, as the same may be amended or restated from time to time.

¥Z. “Plan Year’ means the calendar year.
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ZAA. “Retirement Plan A, B, C, or D Member” means an Eligible Employee or a
Participant who is covered by any of the contributory retirement plans established for
general or safety members of the Los Angeles County Employees Retirement
Association pursuant to the County Employees Retirement Law of 1937. For the sole
purpose of determining entitlement to Nonelective Contributions and Nontaxable
Benefits and Taxable Ben(?fits provided under the Plan, an Eligible Employee or
Participant employed on a monthly temporary training “M” item basis pursuant to Title 6
of the Los Angeles County Code shall be treated as if he were a Retirement Plan A, B,
C, or D Member. In no event shall such Eligible Employee or Participant be entitled to
any benefit under the County Employees Retirement Law of 1937 by reason of this
treatment.

AABB. “Retirement Plan E Member’ means an Eligible Employee or a
Participant who is covered by the optional noncontributory retirement plan made
operative for general members of the Los Angeles County Employees Retirement
Association on or after July 1, 1981.

BBCC. “SIB Compensation” means ar SIB Participant’ s Compensation in the
month preceding his death, or the commencement of benefits under the LTD Plan,
whichever occurs first.

GEDD. “SIB Participant” means a Retirement Plan E Member who is:

1. A Participant who has elected coverage under the SIB Plan for the

current Plan Year:; or
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2. A former Participant who is disabled and receiving benefits under
the LTD Plan, and who elected coverage under the SIB Plan for the Plan Year in which
his LTD benefits commenqed.

BBEE. “Taxable Benefit” means participation in certain health or welfare
programs provided or sponsored by the County, insured or uninsured, now existing or
hereafter adopted, described in the Materials, the cost of which will be treated by the
County as includible in the gross income of the Participant pursuant to the Code as the
same may be amended.

EEFF. “Total Disability” or “Totally Disabled” means during the Waiting Period
and during the subsequent 24-month period for which a Participant might be eligible to
receive benefits under the LTD Plan, the complete and continuous inability and
incapacity of the Participant to perform the duties of his position with the County. After
the expiration of 24 consecutive months of eligibility for benefit payments, “Total
Disability” or “Totally Disabled” means the Participant is Disabled within the meaning of
the Federal Social Security Act and is eligible to receive or is receiving disability benefits
under the Federal Social Security Act; provided, however, that for a participant who
makes timely application for disability benefits under the Federal Social Security Act and
who has not received a final determination regarding disability under the Act, “Total
Disability” or “Totally Disabled” (for the period prior to the date on which a final
determination is made regarding disability) shall mean the complete and continuous
inability and incapacity of the Participant to perform the duties of his position with the
County. A Participant who is not insured for disability benefits under the Federal Social

Security Act (such as Iackihg sufficient quarters of covered employment) shall be
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considered Totally Disabled at the end of the 24-month period of eligibility for benefit
payments and during the continuance thereafter of the disability if he is disabled within
the meaning of Section 223(d) of the Federal Social Security Act.

EEGG. 1. “Waiting Period” for purposes of the Short-Term Disability Plan
means that a waiting period shall be required with respect to any one Disability, and that
such period shall be a continuous period equal to 3014 days, except as reduced by
elective option. The Waiting Period shall commence with the first day the Participant is
Disabled, and shall continue during the time he remains Disabled.

2. “Waiting Period” for purposes of the Long-Term Disability Plan
means that a waiting period shall be required with respect to any one Total Disability,
and shall be a continuous period equal to six months, commencing with the first day on
which an eligible employee is absent from work due to a total disability, and during
which he or she remains totally disabled except as provided below. If the eligible
employee ceases to be totally disabled and returns to work for less than an aggregate
of 30 days during a waiting period, any such cessation of total disability shall not
interrupt continuity or extend the duration of the waiting period used to determine the
first day on which benefits commence, provided that the successive absences during
the waiting period are due to the same cause. The waiting period shall not include any
time prior to January 1, 1991.

3. The continuity of the Waiting Period shall not be interrupted, nor
shall the Waiting Period be extended, merely because an Eligible Participant incurs a
disability during such period that arises from a different and unrelated cause than that

which initially caused the Eligible Participant to be absent from work.
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4, The Election Information may establish rules under which an
Eligible Participant may return to work on a trial basis during the Waiting Period without
causing any interruption or extension of said period.

SECTION 3. Section 5.27.240 is hereby amended to read as follows:
5.27.240 Contributions.

A. Nonelective Contributions.

1. Except as otherwise provided herein, each month the County shall
contribute to the Plan on behalf of each Participant an amount equal to the greater of
$810852.00 beginning the.20056 Plan Year or the amount designated in subsection
A1la or b below, whichever is applicable:

a. 14.5 percent of the Participant’ s Compensation for the
preceding month if the Participant is a Retirement Plan A, B, C, or D Member, and has
completed less than five years of continuous service as of the commencement of the
current Plan Year;

b. 17.0 percent of the Participant’ s Compensation for the
preceding month if the Participant is a Retirement Plan A, B, C, or D Member and has
completed five or more years of continuous service as of the commencement of the
current Plan Year, or if he is a Retirement Plan E Member; provided, however, that the
percentage figures set forth in the following table shall apply in lieu of said 17.0 percent
for any Participant, regardless of retirement plan, who has completed 10 or more years

of continuous service as of January 1, 1991:
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Continuous Service Nonelective

As of January 1, 1991 Contribution
10 years 17.4%
11 years 17.8%
12 years 18.2%
13 years _ 18.6%
14 or more years 19.0%
2. In no event shall a Nonelective Contribution be made on behalf of

any Participant who has not been in a pay status for at least eight hours during the prior
month. Nonelective Contributions shall be reflected in County payroll warrants issued
on or about the fifteenth day of the month following the month in which the requisite pay
status was completed.

B. Elective Contributions.

Each Eligible Employee prior to commencing his participation in the Plan and
each Participant prior to the beginning of a Plan Year may irrevocably elect to have an
additional dollar amount contributed by the County during a Plan Year for each month
that he participates in the Plan as an Elective Contribution, not to exceed his Eligible
Earnings for such month, and to have his Eligible Earnings reduced each month by an
amount equal to such Elective Contribution; provided, however, that no Elective
Contributions shall be contributed for any Participant if he has not been in a pay status
for at least eight hours during the prior month. Such Elective Contribution on behalf of a

Participant each month shall be equal to the amount necessary to fund the Taxable
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Benefits and/or Nontaxable Benefits chosen by such Participant pursuant to the election
procedure set forth in Section 5.27.260 A after first applying the Nonelective
Contribution for such month to the cost of such Taxable Benefits and/or Nontaxable
Benefits. In the event of contractual renegotiation, change in method of funding, or
substitution of a Taxable Benefit and/or Nontaxable Benefit during a Plan Year, the
County, without prior notice to Participants, may automatically adjust the Elective
Contributions made for and/or the Eligible Earnings paid to, Participants who have
selected such Taxable Benefits and/or Nontaxable Benefits, in accordance with
increases or decreases in the cost of the Taxable Benefits and/or Nontaxable Benefits.

SECTION 4. Section 5.27.380 is hereby amended to read as follows:

5.27.380 Purpose. .

There is hereby established the County of Los Angeles Short-Term Disability
Plan, hereinafter called the "STD Plan." The STD Plan is established for the purpose of

providing a-Benefitunderthe-PlanEligible Participants with income replacement benefits

in the event the Participant incurs a Disability. With respect to Eligible Participants

whose Disability qualifies them for workers’ compensation benefits, the STD Plan is

declared to be of the same general character as workers’ compensation benefits.
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SECTION 5. Section 5.27.390 is hereby amended to read as follows:

5.27.390 Election Core Coverage, Optional Benefits and benefit costs.

A. Nonelective Core Coverage. The STD Plan-er-a-nonelective-basis, shall
pay, after a 3014-calendar day Waiting Period, an Eligible Participant a-menthly an

income replacement benefit equal to the Eligible Participant's Compensation multiplied

by 40 70 percent.

B. Elective-Coverage Optional Benefit. Each Eligible Employee and each

Participant may elect:

L Toreduce the Waiting_Period-to_14_calendar.d
calendardays;and/or

2——a- FHo increase the meonthly-benefit-fo core coverage, payable after

a 7-calendar day Waiting Period, in the event of and for the period that a Disability is

Nonindustrial as follows:

1. To an amount equal to the Participant's Compensation multiplied by

60-perecent-or 100 percent for the first three weeks of the period during which STD

Benefits are payable under this STD Plan: and

b2. Commencingwith-the PlanYearstarting-January1.2000-to
inerease-the-monthly-benefittoTo an amount equal to the Participant's Compensation
multiplied by #0-pereent 80 percent for the balance of the period during which STD

Benefits are payable undef this STD Plan.
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C. Cost. Nenelestive Core STD coverage shall be provided at no cost to

Participants. Eleetive The optional STD benefit shall require contributions from the

affected Participants as provided for in the Election Information.

SECTION 6. Section 5.27.400 is hereby amended to read as follows:

5.27.400 Disability benefits.

A. Payment of Benefits. An Eligible Participant shall begin accruing the
benefit determined under Section 5.27.390 on the first day following the expiration of the
Waiting Period. Except as otherwise herein provided, such benefit shall be paid as long
as the Eligible Participant's Disability continues, but in no event longer than 26 weeks
from the first day of dDisability.

B. Other Income Benefits.

1. The STD Plan Benefit payable to the Eligible Participant shall be
reduced by other income benefits. "Other income benefits" are those benefits identified
below to which the eEligible Participant is entitled. Such benefits, which may be
payable either periodically or in a lump sum, are:

a. The amount of any benefit with respect to the same
Disability and the same pe‘riod for which the monthly benefit is payable under this STD
Plan when such benefits are provided or payable:
(1) By any federal, state, county, municipal or other
government agency;
<(2) As temporary disability benefits under California

workers' compensation laws;
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(3) Under any other workers' compensation law;

4) Under any employer's liability law; or

(5) Under any third-party liability policy, less any
unreimbursed medical expenses awarded by a court and less reasonable expenses of
collecting such amounts, including attorneys' fees.

b. . The amount of any salary or other compensation, including
sick leave, vacation, annual leave, or other pay the Eligible Participant receives from the
County shall be coordinated with the STD benefit as specified in the Election
Information.

2. Where other income benefits are received in the form of a lump-
sum payment or payments, such benefits shall be coordinated with the benefits
otherwise payable under this STD Plan in the manner set forth in the Election
Information.

C. Termination of Benefits. No benefit shall be payable under this STD Plan
if any of the following events occur:

1. The 26-week period, calculated from the first day of Disability,

concludes;

2. The Eligible Participant ceases to be Disabled:;

3. The Eligible Participant dies, retires, or terminates employment with
the County;

4. The Eligible Participant engages in gainful self-employment or

receives earned compensation from an employer other than the County, except as part

of a rehabilitation program approved by the CAO;
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5. The Eligible Participant fails to provide satisfactory Evidence of
Disability, ceases to be under the care of a Physician, and/or is not receiving
appropriate treatment for the Disability as defined by a recognized professional
association established for the license type of the Physician;

6. The Eligible Participant refuses to accept an offer of County
employment which is consistent with work restrictions imposed by the Claims

Administrator or the CAO, and appropriate to his experience, training, and/or abilities;

D. Recurrent Disability. If an Eligible Participant returns to active County
employment and is disabled again for the same cause within 44 30 calendar days from

the date of his return to werk active employment, or within such other time period as

may be specified in the Election Information, disability- STD benefit payments may be
resumed without a new Waiting Period; provided, however, that nothing in this provision

shall extend the payment of disability income replacement benefits for the original and

any subsequent period(s) of dDisability arising from the same cause beyond a total of

26 weeks from the first day of dDisability. For purposes of this section, an Eligible

Participant will be treated as having returned to active County employment, only if the

Eligible Participant has resumed a normal working schedule at the County facility at

which he is employed for the reqularly scheduled working days during the 30 calendar

days after his return to active employment.
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SECTION 7. Section 5.28.040 (A) is hereby amended to read as follows:

5.28.040 Contributions.

A. Nonelective Contributions. Except as otherwise provided herein, each
month the County shall contribute to the Plan on behalf of each Participant an amount
equal to the greater of $694626.00 or 10.0 percent of such Participant’ s Compensation
for the preceding month beginning the 20056 Plan Year; provided, however, that no
Nonelective Contribution shall be contributed for any Participant if he has not been in a
pay status for at least eight hours during the prior month. Nonelective Contributions
shall be reflected in County payroll warrants issued on or about the fifteenth day of the

month following the month in which the requisite pay status was completed.

SECTION 8. Section 5.28.220 is hereby amended to read as follows:

5.28.220 Definitions.

U. “Nonindustrial” means any injury or disease that the director of personnel

or the workers’ compensation appeals board has not yet determined to be compensable

under the workers’ compensation laws of the state of California or an injury or disease

which has been determined not to be so compensable.

U.V. “Nontaxable Benefit” means participation in any employee benefit program

provided or sponsored by the County, insured or uninsured, now existing or hereafter
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adopted, for inclusion in thg plan the cost of which is excludible from the gross income
of the Participant pursuant to Sections 79, 105, 106, or 129 of the Code or any other
applicable Code section, as the same may be amended.

VW. ‘“Participant” means any Eligible Employee or former Employee who meets
the requirements for participation in the Plan set forth in Section 5.28.230.

WX. “Physician” means any physician, surgeon, osteopath, psychiatrist,
psychologist, chiropractor or other medical practitioner who is duly licensed by the state
in which he practices and who is practicing within the scope of his license.

XY. “Plan” means the County of Los Angeles Nonpensionable Flexible Benefit
Plan, as set forth in this Subdivision 2, as the same may be amended or restated from
time to time.

¥Z. “Plan Year” means the calendar year.

ZAA. “Retirement Plan A, B, C, or D Member” means an Eligible Employee or a
Participant who is covered by any of the contributory retirement plans established for
general or safety members of the Los Angeles County Employees Retirement
Association pursuant to the County Employees Retirement Law of 1937. For the sole
purpose of determining entitlement to Nonelective Contributions and Nontaxable
Benefits and Taxable Benefits provided under the Plan, an Eligible Employee or
Participant employed on a monthly temporary training “M” item basis pursuant to Title 6
of the Los Angeles County Code shall be treated as if he were a Retirement Plan A, B,
C, or D Member. Inno event shall such Eligible Employee or Participant be entitled to
any benefit under the County Employees Retirement Law of 1937 by reason of this

treatment.
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AABB “Retirement Plan E Member” means an Eligible Employee or a
Participant who is covered by the optional noncontributory retirement plan made
operative for general members of the Los Angeles County Employees Retirement
Association on or after July 1, 1981.

BBCC. “SIB Compensation” means an SIB Participant’ s Compensation in
the month preceding his death, or the commencement of benefits under the LTD Plan,
whichever occurs first.

cCcDD. “SIB Participant” means a Retirement Plan E Member who is:

1. A Participant who has elected coverage under the SIB Plan
for the current Plan Year; or

2. A former Participant who is disabled and receiving benefits
under the LTD Plan, and who elected coverage under the SIB Plan for the Plan Year in
which his LTD benefits commenced.

DBEE. “Taxable Benefit” means participation in certain health or welfare
programs provided or sponsored by the County, insured or uninsured, now existing or
hereafter adopted, described in the Materials, the cost of which will be treated by the
County as includible in the gross income of the Participant pursuant to the Code as the
same may be amended.

EEFF. “Total Disability” or “Totally Disabled” means during the qualifying

Waiting pPeriod, and during the subsequent 24-month period for which an-employee
Participant might be eligible to receive benefits under this the LTD Plan, means the
complete and continuous iﬁability and incapacity of the employee Participant to perform

the duties of his or her position with the County. After the expiration of 24 consecutive
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months of eligibility for benefit payments, “tetal disability”“Total Disability” or “Totally

Disabled” means that-the employee Participant is dDisabled within the meaning of the
Federal Social Security Act and is eligible to receive or is receiving disability benefits
under the Federal Social Security Act:; provided, Hhowever, feran-employee that for a
Participant who makes timely application for disability benefits under the Federal Social
Security Act and who has not received a final determination regarding disability under

that Act, “tTotal dDisability” or “Totally Disabled” (for the period prior to the date on

which a final determination is made regarding disability) shall mean the complete and
continuous inability and incapacity of the empleyee Participant to perform the duties of
his or her position with the County. An-empleyeeA Participant who is not insured for

disability benefits{such-aslacking-sufficient-quarters-of covered-employment) under the

Federal Social Security Act (such as lacking sufficient quarters of covered employment)

shall be considered tIotall;l dDisabled at the end of the 24-month period of eligibility for
benefit payments and during the continuance thereafter of the disability if he or she is
disabled within the meaning of Section 223(d) of the Federal Social Security Act.

FEGG. 1. “Waiting Period” for purposes of the Short-Term Disability Plan
means that a waiting peridd shall be required with respect to any one Disability, and that
such period shall be a continuous period equal to 3014 days, except as reduced by
elective option. The Waiting Period shall commence with the first day the Participant is
Disabled, and shall continue during the time he remains Disabled.

2. “Waiting Period” for purposes of the Long-Term Disability Plan
means that a waiting period shall be required with respect to any one Total Disability,

and shall be a continuous period equal to six months, commencing with the first day on
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which an eligible employee is absent from work due to a total disability, and during
which he or she remains totally disabled except as provided below. If the eligible
employee ceases to be totally disabled and returns to work for less than an aggregate
of 30 days during a waiting period, any such cessation of total disability shall not
interrupt continuity or extend the duration of the waiting period used to determine the
first day on which benefits commence, provided that the successive absences during
the waiting period are due to the same cause. The waiting period shall not include any
time prior to January 1, 1991.
3. The continuity of the Waiting Period shall not be interrupted, nor
shall the Waiting Period be extended, merely because an Eligible Participant incurs a
disability during such period that arises from a different and unrelated cause than that
which initially caused the Eligible Participant to be absent from work.
4. The Election Information may establish rules under which an
Eligible Participant may return to work on a trial basis during the Waiting Period without
causing any interruption or extension of said period.
SECTION 9. Section 5.28.240 is hereby amended to read as follows:
5.28.240 Contributions.
A. Nonelective Contributions.
1. Excep_t as otherwise provided herein, each month the County shall
contribute to the Plan on behalf of each Participant an amount equal to the greater of
$840852.00 beginning the 20056 Plan Year or the amount designated in subsection

A1a or b below, whichever is applicable:
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a. ~14.5 percent of the Participant' s Compensation for the
preceding month if the Participant is a Retirement Plan A, B, C, or D Member, and has
completed less than five years of continuous service as of the commencement of the
current Plan Year,;

b. 17.0 percent of the Participant’ s Compensation for the
preceding month if the Participant is a Retirement Plan A, B, C, or D Member and has
completed five or more years of continuous service as of the commencement of the
current Plan Year, or if he is a Retirement Plan E Member; provided, however, that the
percentage figures set forth in the following table shall apply in lieu of said 17.0 percent
for any Participant, regardless of retirement plan, who has completed 10 or more years

of continuous service as of January 1, 1991:

Continuous Service Nonelective
As of January 1, 1991 Contribution
10 years 17.4%
11 years 17.8%
12 years : 18.2%
13 years 18.6%
14 years or more 19.0%
2. In no évent shall a Nonelective Contribution be made on behalf of

any Participant who has not been in a pay status for at least eight hours during the prior

month. Nonelective Contributions shall be reflected in County payroll warrants issued on
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or about the fifteenth day of the month following the month in which the requisite pay
status was completed.

B. Elective Contributions.

Each Eligible Employee prior to commencing his participation in the Plan and
each Participant prior to the beginning of a Plan Year may irrevocably elect to have an
additional dollar amount contributed by the County during a Plan Year for each month
that he participates in the Plan as an Elective Contribution, not to exceed his Eligible
Earnings for such month, and to have his Eligible Earnings reduced each month by an
amount equal to such Elective Contribution; provided, however, that no Elective
Contributions shall be contributed for any Participant if he has not been in a pay status
for at least eight hours during the prior month. Such Elective Contribution on behalf of a
Participant each month shall be equal to the amount necessary to fund the Taxable
Benefits and/or Nontaxable Benefits chosen by such Participant pursuant to the election
procedure set forth in Section 5.28.260 A after first applying the Nonelective
Contribution for such month to the cost of such Taxable Benefits and/or Nontaxable
Benefits. In the event of contractual renegotiation, change in method of funding, or
substitution of a Taxable Benefit and/or Nontaxable Benefit during a Plan Year, the
County, without prior noticé to Participants, may automatically adjust the Elective
Contributions made for and/or the Eligible Earnings paid to, Participants who have
selected such Taxable Benefits and/or Nontaxable Benefits, in accordance with

increases or decreases in the cost of the Taxable Benefits and/or Nontaxable Benefits.
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SECTION 10. Section 5.28.380 is hereby amended to read as follows:
5.28.380 Purpose.

There is hereby established the County of Los Angeles Short-Term Disability
Plan, hereinafter called the "STD Plan." The STD Plan is established for the purpose of

providing a-Benefitunderthe-PlanEligible Participants with income replacement benefits

in the event the Participant incurs a Disability. With respect to Eligible Participants

whose Disability qualifies them for workers’ compensation benefits, the STD Plan is

declared to be of the same general character as workers’ compensation benefits.

SECTION 11. Section 5.28.390 is hereby amended to read as follows:

5.28.390 Election Core Coverage, Optional Benefits and benefit costs.

A. Nonelective Core Coverage. The STD Plan;-en-a-nonelective-basis, shall
pay, after a 3014-calendar day Waiting Period, an Eligible Participant a-menthly an

income replacement benefit equal to the Eligible Participant's Compensation multiplied

by 40-70 percent.

B. Elective- Coverage Optional Benefit. Each Eligible Employee and each

Participant may elect:

L Toreducethe Waiting Period to 14 calendard
calendardays:-and/or

2 a—FHo increase the monthly-benefitto core coverage, payable after

a 7-calendar day Waiting Period, in the event of and for the period that a Disability is

Nonindustrial as follows:
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1. To an amount equal to the Participant's Compensation

multiplied by 60-pereentor 100 percent for the first three weeks of the period during

which STD Benefits are payable under this STD Plan: and

b2. Gommencing-with-the-Plan-Yearstarting-January 1,-2000to
inerease-the-monthly-benefittoTo an amount equal to the Participant's Compensation
multiplied by 70-percent 80 percent for the balance of the period during which STD

Benefits are payable under this STD Plan.

C. Cost. Nenelestive Core STD coverage shall be provided at no cost to
Participants. ElectiveThe Optional STD ceverage benefit shall require contributions
from the affected Participants as provided for in the Election Information.

SECTION 12. Section 5.28.400 is hereby amended to read as follows:

5.28.400 Disability benefits.

A Payment of Benefits. An Eligible Participant shall begin accruing the
benefit determined under Section 5.28.390 on the first day following the expiration of the
Waiting Period. Except as otherwise herein provided, such benefit shall be paid as long
as the Eligible Participant'é Disability continues, but in no event longer than 26 weeks
from the first day of dDisability.

B. Other Income Benefits.

1. The STD Plan Benefit payable to the Eligible Participant shall be
reduced by other income benefits. "Other income benefits" are those benefits identified
below to which the eEligible Participant is entitled. Such benefits, which may be

payable either periodically or in a lump sum, are:
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a. . The amount of any benefit with respect to the same
Disability and the same period for which the monthly benefit is payable under this STD
Plan when such benefits are provided or payable:

(1) By any federal, state, county, municipal or other
government agency;

(2)  Astemporary disability benefits under California
workers' compensation laws;

(3) Under any other workers' compensation law;

(4) Under any employer's liability law; or

(5) Under any third-party liability policy, less any
unreimbursed medical expenses awarded by a court and less reasonable expenses of
collecting such amounts, including attorneys' fees.

b. ‘The amount of any salary or other compensation, including
sick leave, vacation, annual leave, or other pay the Eligible Participant receives from the
County shall be coordinated with the STD benefit as specified in the Election
Information.

2. Wheré other income benefits are received in the form of a lump-
sum payment or payments, such benefits shall be coordinated with the benefits
otherwise payable under this STD Plan in the manner set forth in the Election
Information.

C. Termination 6f Benefits. No benefit shall be payable under this STD Plan

if any of the following events occur:
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1. The 26-week period, calculated from the first day of Disability,

concludes;

2. The Eligible Participant ceases to be Disabled;

3. The Eligible Participant dies, retires, or terminates employment with
the County;

4. The Eligible Participant engages in gainful self-employment or

receives earned compensation from an employer other than the County, except as part
of a rehabilitation program approved by the CAO;

5. The Eligible Participant fails to provide satisfactory Evidence of
Disability, ceases to be under the care of a Physician, and/or is not receiving
appropriate treatment for the Disability as defined by a recognized professional
association established for the license type of the Physician;

6. The Eligible Participant refuses to accept an offer of County
employment which is consistent with work restrictions imposed by the Claims
Administrator or the CAO, and appropriate to his experience, training, and/or abilities;

D. Recurrent Disability. If an Eligible Participant returns to active County

employment and is disabled again for the same cause within 44 30 calendar days from

the date of his return to werk active employment, or within such other time period as

may be specified in the Election Information, disabilitr-STD benefit payments may be
resumed without a new Waiting Period; provided, however, that nothing in this provision

shall extend the payment of disability income replacement benefits for the original and

any subsequent period(s) of dDisability arising from the same cause beyond a total of
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26 weeks from the first day of dDisability. For purposes of this section, an Eligible

Participant will be treated as having returned to active County employment, only if the

Eligible Participant has resumed a normal working schedule at the County facility at

which he is employed for the regularly scheduled working days during the 30 calendar

days after his return to active employment.

SECTION 13. Pursuant to Government Code Section 25123(f), this ordinance
shall take effect immediately. If this ordinance becomes effective prior to December 1,
2005, the provisions of Section 1 and 7 shall be construed and applied as if they were
effective and operative on and after December 1, 2005. The provisions of Sections 2,
3,4,5,6,8,9, 10, 11, and 12 shall be effective and operative on and after

January 1, 2006.

[STDPIlanLTCCOC]
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