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Dear Supervisors:

MEDICAL, DENTAL, LIFE INSURANCE, AND
DISABILITY PLANS FOR 2012
(ALL DISTRICTS) (3 VOTES)

SUBJECT

Recommendation to approve premium rates and benefit changes for the 2012 calendar
year for the medical, dental, life, and disability benefit plans applicable to represented and
non-represented employees.

IT IS RECOMMENDED 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, 2012 through December 31, 2012, as recommended in this letter and
shown in Exhibit i; (b) medical and dental rates for non-represented employees for
the period January 1, 2012 through December 31, 2012, as recommended in this
letter and shown in Exhibit 11; (c) basic life and accidental death and dismemberment
(AD&D) insurance rates and for represented employees, optional group term life and
dependent life insurance rates, for the period January 1, 2012 through
December 31, 2013, as shown in Exhibit ill; (d) Supplemental Group Variable
Universal Life (GVUL) and dependent term life for non-represented employees for
the period January 1, 2012 through December 31, 2016 as shown in Exhibit III;
(e) Survivor Income Benefit (SIB) rates for non-represented employees for the
period January 1, 2012 through December 31, 2014, as shown in Exhibit III; and
(f) rates for Short-Term Disability (STD), Long-Term Disability (LTD), and LTD
Health Insurance plans, as shown in Exhibit iv.

"To Enrich Lives Through Effective And Caring Service"
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2. Instruct County Counsel to review and approve as to form the appropriate

agreements and/or amendments with:

a. Anthem Blue Cross and Anthem Blue Cross Life and Health Insurance
Company (Anthem Blue Cross); Connecticut General Life Insurance
Company and CIGNA Healthcare of California, Inc. (CIGNA); Kaiser
Foundation Health Plan, Inc. (Kaiser); Kaiser Foundation Health Plan of the
Mid-Atlantic States, Inc. (Kaiser Mid-Atlantic); UnitedHealthcare of California
and UnitedHealthcare Insurance Company (UnitedHealthCare); and Delta
Dental of California for DeltaCare USA (DeltaCare USA); or their successors
or affiliates, as necessary, for the period January 1, 2012 through
December 31,2012;

b. Delta Dental of California (Delta Dental PPO); or their successors and
affiliates, as necessary, for the period January 1, 2012 through
December 31,2013;

c. Metropolitan Life Insurance Company (MetLife); or their successors and
affiliates, as necessary, for the period January 1, 2012 through
December 31,2014;

d. Life Insurance of North America (UNA) and their successors and affiliates, as
necessary, for the period January 1, 2012 through December 31, 2013;

and instruct the Mayor to sign such agreements and/or amendments.

3. Approve proposed premium rates and benefit coverage changes for the health plans
sponsored by the Association for Los Angeles Deputy Sheriffs, Inc. (ALADS), the
California Association of Professional Employees (CAPE), and the Los Angeles
County Fire Fighters Local 1014 (Local 1014), for the period January 1, 2012
through December 31,2012, as shown in Exhibit V.

4. 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 15, 2012.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Purpose

The County maintains employee health, dental, group life, and other insurance programs to
provide benefits that promote the effectiveness, health, and welfare of its workforce. The
current premium rates and/or agreements for all County and union-sponsored medical,
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dental, and life insurance plans will end on December 31, 2011. The purpose of the
recommendations contained in this letter is to implement negotiated agreements with
carriers to continue existing benefits and to adopt changes, as recommended, for the 2012
calendar year.

Justification

Overall Premium Negotiation Process and Results
..

County-Sponsored Plans in General. The recommendations in Exhibits I, II, IIi, and iV
regarding the County-sponsored plans are the result of negotiations between the health,
dental, and life insurance carriers and the County negotiating team consisting of

representatives of the Chief Executive Office (CEO), Department of Human Resources
(DHR), and the County's group insurance consultants, Aon Hewitt (Aon) and Mercer. For
County-sponsored plans whose benefits are governed by Fringe Benefits Memoranda of
Understanding (MOU) with Service Employees International Union Local 721 (Local 721)
and the Coalition of County Unions (CCU), the unions' benefit consultants also provided
input into the insurance carrier negotiation process.

In 2011, the County engaged Aon as its employee benefits consulting firm assisting in the
renewal process regarding medical, basic life, optional life, and AD&D insurance coverage.
The transition was smooth and stakeholders reported satisfaction with the new consultant.
Mercer, the County's long-time consulting firm, continued to assist with insurance renewals
for the County's Delta Dental PPO and DeltaCare USA insurance plans. Mercer also
consulted with the County regarding the request for proposal and award for GVUL and SIB
plans for non-represented employees.

Aon's opinion is that the final negotiated rates for County-sponsored plans are justified.
Aon's opinion and the supporting due diligence are documented in Attachments A and B.
Mercer's opinion on the Delta Dental PPO and DeltaCare USA final negotiated rates is that
the rates are justified. Mercer's opinion and the supporting due diligence are documented
in Attachments D and E.

In general, County medical and dental plans are rated by carriers based on the cost of
claims, claims trend, and administration costs, taking into account the health risk of and the
utiization of health care by County employees and théir coveréd dependents. In 2012, the
primary cost drivers of increasing health care costs include higher costs for contracted

facilities, and for HMOs, increases in provider capitation. Aon estimates this rate at 10.0%
in Southern California.

The County-sponsored medical plan rates recommended in this letter, averaging 8.3% for
represented employees and 2.9% for non-represented employees, are substantially less
than the Southern California average. Southern California dental trend continues to be
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more moderate than medical trend, averaging 4.5% to 5.5%, depending on the type of plan.
The County's Delta Dental PPO plan, which covers the majority of the County's employees,
will see a reduction in rates averaging 3.6% for plan year 2012.

Life insurance and AD&D rates are almost entirely claims experience driven. Due to the
County's favorable experience and excess reserves, basic term life insurance rates wil be
reduced by 24%. Supplemental life insurance rates for represented employees will be
reduced by 4.5%. AD&D rates wil be reduced by 12%.

Through our benefits consultant, Mercer, a Request for Proposal (RFP) was issued for the
GVUL and SIB plans for non-represented employees. After a thorough review of the
marketplace and in consideration of all factors, the current carrier, MetLife, provided the
best product for the County. The supplemental GVUL insurance rates will be reduced by
14.5% and dependent term life will be reduced by 10% with a five-year rate guarantee. SIB
rates will increase by 5% with a three-year rate guarantee.

County Approved Union-Sponsored Plans in General. The premium and benefit
recommendations in Exhibit V regarding County approved union-sponsored health plans
were negotiated by the sponsoring unions and evaluated by the CEO and DHR pursuant to
the relevant provisions of the CCU Fringe MOU and County Code. The joint CEO and DHR
recommendations are provided later in this report.

Renewal Policy and Process. In accordance with County policy, the County negotiating
team requires all carriers to justify rates and support proposed contract terms for the
upcoming plan year. The rate renewal process for 2012 (documented in Attachments A, B,
D, and E) is designed to encourage full involvement and transparency among all County,
Union, and carrier stakeholders. The process involves production of data by carriers as
needed, identification, in-depth analysis, and evaluation of all material underwriting issues in
carrier proposals, and documentation of due diligence and financial results. All parties
complied with the process.

Overall Results. Attachments C and F are high level summaries of carrier negotiation
results that compare the estimated actual total premiums from initial carrier premium quotes
for 2012 with the final result after performance guarantee review, challenges to carrier
underwriting, benefit changes, and negotiation. Summary reasons for the negotiated
reductions are given.

Total 2012 premiums to be paid to health, dental, group life, and other insurance plan
carriers are estimated to be $1,144 million, which represents $953 million for County-
sponsored plans and $191 million for Union-sponsored plans. This is an increase of
$82 million or 7.7% over 2011.
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Total savings from initial 2012 carrier proposals are $16.7 milion. This amount includes
$15.6 millon in negotiated savings from 2012 carrier proposals and $1.1 milion from
performance guarantee refunds and rate credits.

Attachments C and F also show the percentage increase for each carrier by cafeteria plan
as well as the total increase for County-sponsored health, dental, group life, and other
insurance programs. The increase in medical plan premiums estimated to be paid to health
carriers during 2012 will range from 2.4% to 9.6% for an average of 7.4%, which is lower
than the expected average projected Southern California increase of 10%. The overall
decrease for dental plans will be 3.6%. For 2012, basic life insurance will decrease by 24%,
optional and dependent life will decrease by 4.5%, and AD&D insurance rates will decrease
by 12% for both represented and non-represented employees. Supplemental GVUL rates
will decrease by 14.5%, dependent term life will decrease by 10%, and SIB rates will
increase by 5%, for non-represented employees.

2012 Premium Rates Recommended for Adoption

Recommended Rates. County and union-sponsored health, dental, group life, and other
insurance rates recommended for adoption are shown in Exhibits I through V. Unless
otherwise noted in this letter, the rates support existing benefits enabled by the applicable
MOU or County Code provision. The rates shown in these Exhibits are the monthly prices
that employees will pay from County cafeteria plan contributions after County subsidies are
subtracted from negotiated premium rates paid to carriers. For this reason, percentage
increases in premium rates to be charged to employees as shown in the Exhibits, in many
cases, may differ from the negotiated increases in premium to be paid to carriers as
reported in the body of this letter and in Attachments C and F.

Union Concurrence. On August 3, 2011, Local 721 and management representatives voted
in the Labor-Management Benefits Administration Committee (BAC) to recommend the
premium rates for the County-sponsored plans applicable to employees represented by
Local 721.

On August 3, 2011, the CCU and management representatives in the Labor-Management
Employee Benefits Administration Committee (EBAC) voted to recommend the premium
rates for employees represented by the CCU.

Implementation of Strategic 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.
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FISCAL IMPACT/FINANCING

Each cafeteria plan, including represented employee plans provided by MOUs with County
unions, provides for a County contribution and, in some cases, an additional subsidy to help
pay the cost of insurance benefits. The current County contributions and applicable

subsidies for employee benefits mentioned in this letter, or changed contributions, or
subsidies recommended herein are included in the 2011-2012 budget. An increase of 7.2%
to the County contributions or applicable subsidies has been offset by the curtailment of the
deferred compensation match for both represented and non-represented employees.

Employees pay for additional costs above and beyond the County contributions through
payroll deductions.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The general facts concerning 2012 premium rate and benefit adjustments for County-
sponsored plans affecting both represented and non-represented employees are stated in
this section. The details of each carriers' County-sponsored medical, dental, group life, and
other insurance plan proposal, Aon and Mercer's evaluations and opinions concerning their
justifications and terms of offer are given in Attachments A, B, D and E.

Medical Plan Rates Affecting Represented Employees

CIGNA Rates for 2012

CIGNA provides two different plans to employees represented by the CCU: a Health
Maintenance Organization (HMO) and a point of service plan (POS). The 2012 negotiated
contract rates for the CIGNA plans will increase 7.3%. Aon's opinion certifying CIGNA's
2012 rates as justified is included in Attachment A.

Kaiser Rates for 2012

Kaiser's 2012 rates will increase by 7.3% for the CCU plan and 8.1 % for the Local 721 plan.
Aon's opinion certifying Kaiser's 2012 rates as justified is included in
Attachment A.

UnitedHealthcare Rates for 2012

UnitedHealthcare provides two fully insured plans to employees represented by Local 721:
an HMO and a preferred provider organization (PPO) plan. The 2012 overall negotiated
contract premium rates for both plans will increase 9.6% (9.5% for the HMO and 15% for
the PPO). Aon's opinion certifying UnitedHealthcare's 2012 rates as justified is included in
Attachment A.
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Union-Sponsored Plan Benefit Changes and Rates for 2012

Premiums for County approved union-sponsored plans will also increase for 2012. The
estimated increase in premiums paid to carriers in 2012 on behalf of the union-sponsored
plans is approximately $12 million or 6.7% over 2011. Proposed 2012 premium increases
to be paid to carriers and benefit changes for the ALADS, CAPE, and Local 1014 plans are
summarized below:

Summary of Union-Sponsored Plan Changes for 2012

. No benefit changes other than those required by law.

CAPE 4.4% . MES Providers Vision Coverage
o Add coverage for standard lenses and frames every 24

months for $10 co-pay.
o Add coverage for elective contacts lenses up to $120

every 24 months.
. Out of the MES Network Providers Vision Coverage

o Add reimbursement for standard lenses and frames every
24 months up to $240.

o Add reimbursement for elective contacts up to $100
every 24 months.

. Increase in reimbursement for LASIK from 80% to 90%.

The subsidized rates to be paid by employees enrolled in union-sponsored plans are

summarized in Exhibit V. The complete list of carrier benefit changes, upon which the 2012
rates are based, is documented in the Union request letters attached to Exhibit V. We have
reviewed the changes for all three plans and support them.
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Dental Plan Changes Affecting Represented Employees

The recommended employee contribution rates for County-sponsored represented
employee dental plans are summarized in Exhibit i. The employee contribution rates shown
for the Delta Dental PPO plan are Delta's proposed rates for 2012, less current County
subsidies previously negotiated with the unions and approved by your Board. Since
subsidies can affect year-to-year differences, the percentage rate differences shown in
Exhibit i differ from those described in this section. The rates for prepaid dental plans
(DeltaCare USA and SafeGuard) are the rates negotiated with the carriers.

The Delta Dental PPO plan contract rates will decrease due to favorable experience by
3.5% for Local 721 and 2.5% for the CCU. Delta Dental PPO rates are guaranteed through
2013. The prepaid dental plan DeltaCare USA's 2012 rates for Local 721 and the CCU will
remain the same as 2011. Mercer's opinion certifying Delta's rates as justified is included in
Attachment E.

SafeGuard's contract rates are guaranteed through 2012. The actual rates for 2012 will
differ slightly as they include a credit for 2010 performance guarantee penalties.

Life Insurance and Disability Programs for Represented Employees

Life insurance rates are driven primarily by past loss experience. Due to the County's
favorable experience and a surplus amount of $881,000 in the Premium Stabilization
Reserve (PSR) at the end of 2010, basic term life insurance rates will be reduced by 24%.
AD&D rates will be reduced by 12%, and optional term life and dependent life rates wil be
reduced by 4.5%. Rates are guaranteed through 2013. Aon's opinion certifying CIGNA's
life and AD&D rates as justified is included in Attachment A.

Medical Plan Changes Affecting Non-represented Employees

Non-represented employees who participate in the MegaFlex and Flexible Benefit plans
have a choice between Kaiser and four Anthem Blue Cross health plans, which include an
HMO, POS, PPO, and a Catastrophic Plan. For 2012, the negotiated contract rates for
Kaiser will increase 2.4%, while the average increase in contract rates for the Anthem Blue
Cross HMO and Anthem Blue Cross indemnity plans (POS, PPO, and Catastrophic) will be
3.1%.

The 2012 negotiated contract rates for the Kaiser Mid-Atlantic plan, available to the few
CEO employees working in the Washington, DC area, is community rated and will increase
6% for 2012. There are currently no employees enrolled in this plan.
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Aon has reviewed the proposed increases and recommends that the County accept the final
2012 renewals offered by Anthem Blue Cross and Kaiser. See attachment B for their review
and opinion.

We recommend that the Board continue the historical County practice of funding any
difference between the negotiated contract cost of these plans and the contribution paid by
the employees. The recommended employee contribution rates for non-represented
employees are summarized in Exhibit II.

Dental Plan Changes Affecting Non-represented Employees

The recommended employee contribution rates for County-sponsored non-represented
employee dental plans are summarized in Exhibit II. The Delta Dental PPO rates have
been reduced by current County subsidies previously approved by your Board. As
indicated in Attachment D, Mercer has certified as justified the proposed rates summarized
below.

The Delta Dental PPO plan contract rates for non-represented employees will decrease by
7.6%. Delta Dental PPO rates are guaranteed through 2013. The prepaid dental plan
DeltaCare USA's 2012 rates wil remain the same as 2011, the same as for represented
employees.

SafeGuard's contract rates are guaranteed through 2012, the same as for represented
employees. The actual rates for 2012 will differ slightly as they include a credit for 2010
performance guarantee penalties.

Life Insurance and Disabilty Programs for Non-represented Employees

MetLife's supplemental GVUL insurance rates will be reduced by 14.5%, dependent term
life rates will decrease by 10%, and rates for SIB will increase by 5%. GVUL and
dependent term life rates are guaranteed through 2016, and SIB rates are guaranteed
through 2014. In addition, in 2013, additional coverage levels will be added to the SIB plan
starting at 10% to a maximum level of 50%. Employees may increase one coverage level
per year, similar to the rules currently in place for life insurance.

CIGNA basic term life insurance rates for certain non-represented employees will be
reduced by 24%. AD&D rates will be reduced by 12%. Rates are guaranteed through
2013.

There will be no changes in the cost of the Long-Term Disability (LTD) and
Short-Term Disability (STD) rates for 2012.
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IMPACT ON CURRENT SERVICES (OR PROJECTS)

None.

Respectfully submitted,

WTF:BC:JA
MTK:WHD:mst

Attachments (14)

c: Auditor-Controller

County Counsel
Executive Office, Board of Supervisors
Human Resources
SEIU Local 721
Coalition of County Unions
Aon
Mercer

N:\BENEFITS & COMP POLlCy\BOARD LETTERS & ORDINANCES\2011\Word Chron\08-30-11 2012 Medical Dental Life
Insurance & Disability Plans .doc
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COUNTY -SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS

FOR REPRESENTED EMPLOYEES
CURRENT 2011 RATES AND PROPOSED 2012 RATES

Coverage Current Proposed Percentage
Plan Option Categort 2011 Ratesb 2012 Ratesb Change
CIGNA Network HMO 1 $ 485.55 $ 520.65 7.2%
Choices 2 $ 967.28 $ 1,038.49 7.4%

3 $ 1,113.74 $ 1,195.80 7.4%

Network POS 1 $ 871.24 $ 934.94 7.3%
2 $ 1,548.38 $ 1,662.69 7.4%
3 $ 1,624.26 $ 1,744.19 7.4%

KAISER 1 $ 515.01 $ 552.53 7.3%
Choices 2 $ 1,024.59 $ 1,099.62 7.3%

3 $ 1,1~9.39 $ 1,276.43 7.3%

KAISER 1 $ 488.04 $ 527.91 8.2%
Options 2 $ 979.08 $ 1,058.83 8.1%

3 $ 1,135.17 $ 1,227.68 8.1%

UNITED HEAL THCARE HMO 1 $ 455.87 $ 499.61 9.6%
Options 2 $ 923.98 $ 1,012.33 9.6%

3 $ 1,069.80 $ 1,172.15 9.6%

PPO 1 $ 943.46 $ 1,085.87 15.1%
2 $ 1,908.41 $ 2,196.00 15.1%
3 $ 2,210.66 $ 2,543.89 15.1%

a 1 = Employee only

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

b Rates reflect current negotiated County subsidies

CIGNA, Kaiser, and UnitedHealthCare rates include mandatory Federal healthcare reform & Mental Health Parity costs.
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COUNTY -SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS,--,-

FOR REPRESENTED EMPLOYEES
CURRENT 2011 RATES AND PROPOSED 2012 RATES

Coverage Current Proposed Percentage
Plan Option CategorY 2011 Ratesb 2012 Ratesb Change

DELTA DENTAL b 1 $ 28.27 $ 27.07 -4.2%
Choices 2 $ 47.48 $ 45.41 -4.4%

3 $ 71.47 $ 68.30 -4.4%

DEL TA DENTAL b 1 $ 47.88 $ 45.51 -4.9%
Options 2 $ 80.40 $ 76.37 -5.0%

3 $ 121.50 $ 115.34 -5.1%

DELTACARE USAc 1 $ 14.97 $ 14.97 0.0%
Choices & Options 2 $ 24.69 $ 24.69 0.0%

3 $ 36.52 $ 36.52 0.0%

SAFEGUARDd 1 $ 11.42 $ 11.42 0.0%
Choices & Options 2 $ 22.06 $ 22.06 0.0%

3 $ 28.77 $ 28.77 0.0%

a 1 = Employee only

2 = Ernployee + 1 Dependent
3 = Employee + 2 or rnore Dependents

b Rates reflect current negotiated County subsidy.

Delta 2011 rates are guaranteed through 12/31/2013.
c DeltaCare 2012 rates are guaranteed through 12/31/12.
d SafeGuard 2012 Rates are guaranteed through 12/31/2012.

SafeGuard 2012 rates reflect a credit adjustment for 2016 performance guarantee penalties.
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COUNTY -SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS

FOR NON-REPRESENTED EMPLOYEES
CURRENT 2011 RATES AND PROPOSED 2012 RATES

Coverage Current Proposed
Plan Option Category 2011 Ratesb 2012 Ratesb Percentge Changef

ANTHEM BLUE CROSS CalifomiaCare HMO 1 $ 252.00 ... s; . ..?~.1,QQ... :l:.,~.%
2 ..f4e3.,OO ..l 452.00 :i:,:3%.
3 $ 517.00 S 474.00 -8,3%
4 if 586.00 S; 537.00 -8.4%

PLUS POS 1 $ 381.00 $ 349.00 -8.4%
2 $ 765.00 $ 701.00 -8.4%
3 $ 783.00 $ 718.00 -8.3%
4 $ 873.00 $ 800.00 -8.4%

Catastrophic 1 $ 195.00 $ 179.00 -8.2%
2 $ 391.00 $ 359.00 -8.2%
3 $ 398.00 $ 365.00 -8.3%
4 $ 459.00 $ 421.00 -8.3%

Prudent Buyer PPO 1 $ 486.00 $ 446.00 -8.2%
2 $ 893.00 $ 819.00 -8.3%
3 $ 927.00 $ 850.00 -8.3%
4 $ 1,074.00 $ 985.00 -8.3%

KAISER 1 $ 252.00 $ 231.00 -8.3%
Flex/Megaflex 2 $ 493.00 $ 452.00 -8.3%

3 $ 517.00 $ 474.00 -8.3%
4 $ 586.00 $ 537.00 -8.4%

KAISER- 1 $ 252.00 $ 231.00 -8.3%
MID-ATLANTIC 2 $ 493.00 $ 452.00 -8.3%

3 $ 517.00 $ 474.00 -8.3%
4 $ 586.00 $ 537.00 -8.4%

DELTA DENTALc 1 $ 36.65 $ 32.25 -12.0%
Flex/Megaflex 2 $ 60.14 $ 51.90 -13.7%

3 $ 63.23 $ 55.31 -12.5%
4 $ 94.74 $ 82.84 -12.6%

DEL TACARE USAd 1 $ 14.97 $ 14.97 0.0%
Flex/Megaflex 2 $ 25.86 $ 25.86 0.0%

3 $ 25.68 $ 25.68 0.0%
4 $ 37.27 $ 37.27 0.0%

SAFEGUARDe 1 $ 11.42 $ 11.42 0.0%
Flex/Megaflex 2 $ 21.41 $ 21.41 0.0%

3 $ 24.14 $ 24.14 0.0%
4 $ 31.52 $ 31.52 0.0%

a 1 = Employee only

2 = Employee + Child(ren)
3 = Employee + Spouse
4 = Employee + Spouse + Chil(ren)

b Rates, where applicable, are net of County subsidy; except that the premium charged to an employee whose benefits

are subject to COBRA is the carrer quoted rate plus an administratii. ctiarge as prescribed by COBRA.
Blue Cross rates include the cost of the 360 degree health prOgrams andttiecostof ttie -.sion beriefit for ttie HMO, pas, and PPO.
Anthem Blue Cross and Kaiser rates include mandatory Federal healtticare retOrm & Mentai Health Parity costs. .

C Delta Dental rates for 2012 reflect County subsidies.

Delta 2012 rates are guaranteed through 12/31/2013.
d DeltaCare rates are guaranteed through 12/31/2012.
e SafeGuard Rates are guaranteed through 12/31/2012.

SafeGuard rates for 2012 reflect a credit adjustment for 2010 perfrmance guarantee penalties.
r The percentage change in Delta Dental premiums are lower than indicated in the letter since the County subsidy

has not been adjusted from 2011 to 2012. .. ..
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LIFE, ACCIDENTAL DEATH AND I:ISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS

CURRENT 2011 RATES AND PROPOSED 2012 RATES

Monthly Cost per

$1,000 of Insurance

2011a 2012a

COUNTY-PAID BASIC GROUP TERM-LIFE INSURANCE $0.192 $0.146

OPTIONAL GROUP TERM LIFE INSURANCE
FOR REPRESENTED EMPLOYEES

Employee: The monthly premium per $1,000 of insurance is based on the employee's age as
shown in the following table:

65-69

2011a,b 2012a,b

$0.041 $0.039

$0.070 $0.067

$0.079 $0.075

$0.088 $0.084

$0.131 $0.125

$0.201 $0.192

$0.377 $0.360

$0.578 $0.552

$0.825 $0.788

$1.586 $1.515

2011a 2012a
$0.955 $0.912

Age

Less than 30

30-34

35-39

40-44

45-49

50-54

55-59

60-64

70 and over

Dependent Term Life Insurance:
Cost per month per $5,000 of coverage, no matter
how many eligible dependents employee may have.
Coverage is offered in increments of$5,OOO up to $20,000.
Dependent care coverage premium is charged to the employee.

a Rates are guaranteed through 12/31/2013. Basic Life, Optional Life, and Dependent Life rates are reduced for 2012.
b The County subsidizes 15% of the monthly premium.
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LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS

CURRENT 2011 RATES AND PROPOSED 2012 RATES

OPTIONAL ACCIDENTAL DEATH & DISMEMBERMENT INSURANCE-Cost per Month

Current 2011 Rates* Proposed 2012 Rates*
, .

Employee Employee Only Dependents EmployeeOnly Dependents
Coverage PlanG PlanH PlanG Plan H

$ 10,000 $0.17 $0.33 $0.15 $0.29

$ 25,000 $0.43 $0.83 $0.38 $0.73

$ 50,000 $0.85 $1.65 $0.75 $1.45

$100,000 $1.70 $3.30 $1.50 $2.90

$150,000 $2.55 $4.95 $2.25 $4.35

$200,000 $3.40 $6.60 $3.00 $5.80

$250,000 $4.25 $8.25 $3.75 $7.25

$300,000 $5.10 $9.90 $4.50 $8.70

$350,000 $5.95 $11.55 $5.25 $10.15

These figures apply regardless of employee's age. If Plan H is selected, all eligible dependents will be
insured automatically.

The maximum insurance coverage amountfor represented participants is$250,000.
* Rates are guaranteed through 12/31/2013. AD&D rates are reduced for 2012.
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LIFE, AÇCIDENTALDEATH ANDJ~ISIv~IvBE.i~.MENT
AND SURVIVOR INCOME BENEFIT PROGRAMS

CURRENT 2011 RATES AND PROPOSED 2012 RATES

OPTIONAL GROUP VARIABLE UNIVERSAL LIFE INSURACE
FOR FLEXIMEGAFLEX PARTICIPANTS

Employee: The monthly premium per $1 ,000 of insurance is based on the employee's age as 

shown in the following table:

Age 2012 Rate* Age 2012 Rate* Age 2012 Rate*

20-24 $0.038 57 $0.283 77"" $2.074

25-29 $0.047 58 $0.319 78"" $2.341

30-34 $0.055 59 $0.357 79"" $2.638

35-39 $0.056 60 $0.400 80"" $3.405

40 $0.065 61 $0.451 81"" $3.930

41-42 $0.066 62 $0.498 82"" $4.287

43 $0.074 63 $0.535 83"" $4.674

44 $0.084 64 $0,593 84"" $5.092

45 $0.093 65 $0.616 85"" $5.556

46 $0.102 66 $0.692 86"" $6.042

47 $0.110 67 $0.736 87"" $6.574

48 $0.129 68 $0.820 88"" $7.144

49 $0.138 69 $0.911 89"" $7,730

50 $0.147 70 $1.003 90"" $8.329

51 $0.165 71 $1.109 91"" $8.960

52 $0.174 72 $1.231 92"" $9.607

53 $0.191 73 $1.352 93"" $10.275

54 $0.210 74 $1.496 94"" $10.953

55 $0.238 75 $1.649

56 $0.256 76"" $1.831

*
Rates are guaranteed through 12/31/2016.

Employee cost for Megaflex employees is half of actual premium. The County pays the other 50%.

** For employees age 76-94 who remain in County servce, County wil subsidize the diffrence between the employee's
cost of cOlÆrage using the premiums for the employee's actual a!:e and cost of cOlÆrageusirig age 75 rate.



EXHIBIT II
Page 4 of 4

LIFE, ACCIDENTAL DEATH AND DISMEMBERMENT
AND SURVIVOR INCOME BENEFIT PROGRAMS

CURRENT 2011 RATES AND PROPOSED 2012 RATES

Dependent Term Life Insurance for Flex and IVt~g.~.fex Participants

Cost per month per $5,000 of dependent life coverage,
up to $20,000.

2012 Rate*
1.12**

SURVIVOR INCOME BENEFIT - For Megaflex participants enrolled in Retirement Plan E

Current 2011 Rates* Proposed 2012 Rates*
Employee Age Employee Cost*' Employee Cost** Employee Cost** Employee Cost**

(25% Option) (50% Option) (25% Option) (50% Option)

Under 30 0.140% 0.270% 0.160% 0.309%

30 to 34 0.173% 0.356% 0.198% 0.408%

35 to 39 0.227% 0.464% 0.259% 0.531%

40 to 44 0.324% 0.637% 0.370% 0.729%

45 to 49 0.432% 0.864% 0.494% 0.988%

50 to 54 0.572% 1.145% 0.655% 1.308%

55 to 59 0.821% 1.653% 0.938% 1.889%

60 to 64 1.123% 2.246% 1.284% 2.569%

65 to 69 1.545% 3.089% 1.765% 3.530%

70 and over 2.743% 5.487% 3.136% 6.270%

* Rates are guaranteed through 12/31/2014.

** Employee Cost for Megaflex is half of the actual premium. The County pays the other 50%.



EXHIBIT IV
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SHORT -TERMDISABILIl)',L()NG-TERM DISAl3JLITY
AND LONG-TERM DISABILITY HEALTH INSURANCE

CURRENT 2011 RATES AND PROPOSED 2012 RATES

MEGAFLEX SHORT -TERM DISABILITY PLAN

Employee Cost as a Percentage of Monthly Salary:

Current 2011 Proposed 2012

Rates Rates
Income Waiting Income Waiting

Replacement Period Cost Replacement Period Cost

70% 14 Days 0.000% 70% 14 Days 0.000%

100%* 7 Days 0.934% 100%* 7 Days 0.934%

* Reduced to 80% after 21 days

MEGAFLEX LONG-TERM DISABILITY PLAN

Employee Cost as a Percentage of Monthly Salary:

Current 2011 Rates
Income Plan E + * All Other

Replacement Retirement Plan Plans

Proposed 2012 Rates
Plan E + * All Other

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 more years of continuous servce



SHORT-TERM DISABILIT'(,LONG-TERM PISABILITY
AND LONG-TERM DISABILITY HEALTH INSURANCE

CURRENT 2011 RATES AND PROPOSED 2012 RATES

LONG-TERM DISABILITY HEALTH INSURANCE. - Costp!:r month

For FlexlMegaFlex Employees

Current 2011 Rate

EXHIBIT IV
Page 2 of2

Proposed 2012 Rate

75 % Premium
Payment

100 % Premium
Payment

75 % Premium
Payment

$0.00 $0.00$3.00

For Represented Employees

100 % Premium
Payment

$3.00

Current 2011 Rate Proposed 2012 Rate

75 % Premium
Payment

100 % Premium
Payment

75 % Premium 100 % Premium

Payment . Payment

$0.00 $0.00$3.00 $3.00



EXHIBIT V 

Page 1 of 2

UNION-SPONSORED
MEDICAL AND DENTAL INSURANCE PLANS

CURRENT 2011 RATES AND PROPOSED 2012 RATES

Coverage Current Proposed Percentage
Plan Option Categori 2011 Ratesb 2012 Ratesb Change
ALAOS Prudent Buyer Plan 1 $ 687.63 $ 743.92 8.2%
Blue Cross Under Age 50 2 $ 1,339.33 $ 1,445.72 7.9%

3 $ 1,540.72 $ 1,662.23 7.9%

Prudent Buyer Plan 1 $ 687.63 $ 743.92 8.2%
Age 50 and Over 2 $ 1,339.33 $ 1,445.72 7.9%

3 $ 1,540.72 $ 1,662.23 7.9%

CaliforniaCare 1 $ 459.71 $ 502.21 9.2%
Basic Plan 2 $ 889.04 $ 972.40 9.4%
(All Ages) 3 $ 1,100.95 $ 1,203.93 9.4%

Prudent Buyer Plan 1 $ 780.50 $ 843.48 8.1%
Premier Plan 2 $ 1,432.20 $ 1,545.28 7.9%
UnderAge 50 3 $ 1,633.59 $ 1,761.79 7.8%

Prudent Buyer Plan 1 $ 780.50 $ 843.48 8.1%
Premier Plan 2 $ 1,432.20 $ 1,545.28 7.9%
Age 50 and Over 3 $ 1,633.59 $ 1,761.79 7.8%

CaliforniaCare 1 $ 552.58 $ 601.77 8.9%
Premier Plan 2 $ 981.91 $ 1,071.96 9.2%
(All Ages) 3 $ 1,193.82 $ 1,303.49 9.2%

CAPE Classic 1 $ 703.00 $ 721.00 2.6%
Blue Shield 2 $ 1,363.56 $ 1,399.00 2.6%

3 $ 1,624.56 $ 1,666.00 2.6%

Lite 1 ~ 421.00 $ 443.00 5.2%
2 $ 868.56 $ 913.00 5.1%
3 $ 1,094.56 $ 1,140.00 4.2%

PPO 1 $ 700.00 $ 718.00 2.6%
(Out-of-state only) 2 $ 1,357.56 $ 1,392.56 2.6%

3 $ 1,616.56 $ 1,657.56 2.5%

FIREFIGHTERS LOCAL 1014 1 $ 583.00 $ 613.00 5.1%
2 $ 1,107.56 $ 1,164.56 5.1%
3 $ 1,315.56 $ 1,383.56 5.2%

a 1 = Employee only

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

b Rates reflect current negotiated County subsidies
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ENCLOSURES TO EXHIBIT V

1 . ALADS Request

2. CAPE Request

3. Los Angeles County Fire Fighters Local 1014 Request



ENCLOSURE 1

ALADS Insurance Trust
9500 Topanga Canyon Blvd. Chatsworth, CA 91311

Tel (8.18) 678-0040' (800) 842-6635' Fax (818) 678-0030

August 8, 2011

VIA U.S. MAIL AND E-MAIL: ecarrilo~hr.iacounty.gov

Ms. Lisa M. Garrett, Director of Personnel
County of Los Angeles
Hall of Administration, Room 579
500 West Temple Street
Los Angeles, Califorria 90012

Attention: Ms. Eliza Carrilo, Sr. Human Resources Manager
Department of Human Resources
Employee Benefis - Deferred Income DiVision
3333 Wilshire Blvd., Suite #1000
Los Angeles, California 90010

RE: ALADS/ANTHEM BLUE CROSS 2012 HEALTHCARE PLAN PREMIUMS

Dear Ms. Carrilo:

Following are the monthly premium rates for the ALADS Anthem Blue Cross
Prudent Buyer and CaliforniaCare medical and dental plans for the 2012 plan year:

Plan Employee Employee +1 Employee + 2

Prudent Buyer Basic $743.92 $1,451.16 $1,667.67

Prudent Buyer Premier $843.48 $1,550.72 $1,767.23

CaliforniaCare Basic $502.21 $977.84 $1,209.37

California Care Premier $601.77 $1.077.40 $1,308;93

Further, the ALADS plans do provide "Creditable Coverage" as defined in the Act.
There wil be no benefit changes for the benefit plan year 2012 other than as
required by law.

Sincerely.

l3ud~~
Bud Treece
ALADS Trust Administrator



ENCLOSURE 2

åä~' "
,,__"', ,;$' 'T,~ .."'. .r,).
I 'l~. __ 0.~

BenellTius

August 3, 2011

Maryanne Keehn
Senior Human Resources Manager
Employee Benefits-Deferred Income Division
County of Los Angeles
Department of Human Resources
3333 Wilshire Boulevard
Los Angeles, CA 90010

Re: 2012 RENEWAL- CAPE/BLUE SHIELD MEDICAL PLANS

Dear Ms. Keehn:

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 2012 for the CAPE/Blue Shield Point of Service Classic, lite and the out-of-
state PPO COBRA medical plans. Attached please find the benefit structures and rates for all three plans.

The vision coverage under both the CAPE/Blue Shield lite and Classic Point of Service plans has been
enhanced as follows:

~ Through MES Providers Only - standard lenses and frames wil be covered every 24 months for a
$10 copayment, and elective contact lenses up to $120 every 24 months

~ Out of the MES Network - reimbursement for standard lenses and frames every 24 months up to
$240, and elective contacts up to $100 every 24 months

There are no other core benefit changes for 201" other than any mandated regulatory changes.

We would appreciate your forwarding the 2012 CAPE/Blue ShIeld medical plans' information to the Board
of Supervisors for their timely approvaL.

Sincerely,

CALIFORNIA ASSOCIATION OF
PROFESSIONAL EMPLOYEES BENEFIT TRUST

~ f).OL1.~
John W. Fallon
Chairman
CAPE Benefit Trust Board ofTrustees

Attachments

1910 \'\/csl SUllSrii Goul0vcllo Sui1e GUO. LOS ,.\IIÇJOJG~, CA 90025 327S . I2 Î0) 1~81 0'100 . F,lX ~2 '3) .1e'1 ,1~iì3 ~-V I 1'1'_"
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ENCLOSURE 3

Los ANGELES COUNTY FIRE FIGHTERS
LOCAL 1014 HEALTH AND WELFARE PLAN

3460 FLETCHER AVENUE. ELMONTE, CALIFORNIA 91731
(310) 639-1014 (800) 660-1014 (wiinCalfomia)

-.. ..
..." ~r-nj¡ll
~~ ~ jl
\\. ~~
'l..- ...~"-\~j-

July 26, 2011

Ms. Eliza M. Carllo
Senior Human Resources Manager
Employee Benefits/ Deferred Income Division
County of Los Angeles
Depaient of Hu.-nan Resources
3333 Wilshie Boulevard

Los Angeles, California 90010

RE: Plan Year 2012 Employee Insurance Information
Los Angeles County Fire Fighters Local 1014 Health and Welfare Plan

Dear Ms. Carllo:

In response to your letter of June 9, 2011, I am providing employee benefit and premium
chan.gës.lhat h~ve béen approved by the Board of Trustees for Plan Year 2012. The
Tiitees wish to nave these changes included in your letter to the Board of Supersors.

The one benefit change for 2012 is an increase in the reimbursement percentage for
LASIK from 80% to 90%. The maximum benefit of$1,500 per eye is not changing.

After confening with Mercer, the Plan's consultant, the Board of Trustees approved a
5.11 % premium increase for 2012. Our monthly rates for 2012, rounded to the nearest
dollar are as follows:

Member Only
Member + 1 DepenJent
Family

$ 613.00
$1,1'70.00
$1,389.00

Needless to say, should you have any questions, please contact me by E-mail or call me
at (800) 660-1014.

S~ï)ÎlLL

A~ii;(:cai CBBS
Adiirìstrative Manager

C: Dave Gil10tte

Representing Professional Firefighters in 54 Cites and the County of Los Angeles

Affliated with. . . International Association of Fire Fighters, AFL-C/O. California Professional Firefighters, AFL.CIO
California Lahor Federation, AFL-CIO .. L.A. County Federation of Labor, AFL-CTO ~
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Attachment A

August 1, 2011

Ms. Eliza Carrillo
Senior HR Manager
County of Los Angeles
3333 Wilshire Boulevard, Suite 1000
Los Angeles, CA 90010-4101

Subject: Summary of 2012 Renewal Results and Recommendations (Represented
Plans)

Dear Eliza:

The following letter summarizes the 2012 renewal proposals for medical, dental, life, and
AD&D plans offered to the represented employees at the County of Los Angeles (the
County), including our analysis, observations, and recommendations. The renewal
request and negotiation process is outlined in the attached Addendum.

Medical Plans

Overiew

For all represented medical plans, the final projected premium increase for 2012 is 8.3%
or about $54.6 million over expected premiums for 2011. The initial proposed renewal
increase for the represented medical plans was 9.8%. Negotiated reductions to the
medical renewals (exclusive of benefi design changes) equate to $9.5 million. For more
details on final rate increases, please refer to attachment C.

After evaluation of the renewal proposals, Aon Hewitt recommends that the County
accept the final 2012 renewal increases offered by CIGNA, Kaiser and United Healthcare
(UHC) as outlined in the table below. It is our opinion that because the County is not
making any carrier or benefit changes, all plans should maintain 'grandfathered' status
with respect to health care reform legislation. We recommend the County seek the
advice of their own legal counsel in this regard, as Aon Hewitt is not a law firm and
cannot provide legal advice.

We believe the renewals are justified for all plans. A summary of key issues, proposal
terms and negotiation results are outlined by carrier in the following pages.

CIGNA Kaiser Choices Kaiser Options UHC

Initial 2012 +11.5% +7.3% +8.1% +12.9%
Renewal Action

Final 2012 +7.3% +7.3% +8.1% +9.6%
Renewal Action

Aon Hewitt I Healt & Benefi
707 Wilshire Boulevard I Suite 2600 i Los Angeles, CA 9001 i
t +1.213.630.2903 I r +1.213.996.1779 i License #0763901
K1rby.Bosley(§aonhewlt.eom I aonhewitt.coni
Proprietary &. Confidential



AoHew Ms. Eliza Carrillo
County of Los Angeles

August 1, 2011
Page 2

C/GNA

CIGNA initially proposed an 11.5% increase to the combined HMO and POS rates for
2012, about a $7.2 million increase from 2011 premiums. These rates do not include
2009 and 2010 performance guarantee penalty credits totaling $220,152 that are due to
the County. This penalty credits will be applied to the PSR.

Renewal discussions with CIGNA targeted the following issues:

Potential re-rate due to large shifts in social worker enrollment from CIGNA to
UHC
CIGNA's use of compound trend rates for capitation
Overall trend assumptions

. Retention increase over 2011

Claim fluctuation corridor
Reserve for claims incurred but not paid

The County's financial arrangement with CIGNA provides for a year-end reconciliation of
premiums, claims, and expenses associated with the plan. Surpluses are deposited to
the PSR and any shortfall is withdrawn from the PSR, to the extent funds are available.
The PSR had grown to a significant level in 2007 and 2008 and a significant premium
subsidy was applied to the 2009 renewaL. No subsidy was applied to the 2010 rates. As
claim experience deteriorated, the annual accounting resulted in a deficit, and. the
stabilization reserve was exhausted. Therefore, there was no premium offset from the
PSR for 2011, and there again is no premium offset for 2012.

The chart below summarizes the most recent four years of the PSR (updated based on
new rates)

2008 2009 2010 2011

Premium $44,090,806 $45,982,093 $54,394,588 $61,330,938

Year-end
Premium $8,018,960 ($1,175.816) ($1,552,812) $243,052Stabilization
Reserve (PSR)

PSR % of 18.2% -2.6% -2.9% 0.4%
Premium



AoHew Ms. .ElizaCarrillo
County of Los Angeles

August 1, 2011
Page 3

We noted in the review process that there were several large individual claims. We
asked CIGNA to provide quotes for stop-loss coverage at various attachment points to
determine if such protection should be included in the 2012 renewal rates. In all cases
the insurance premium was significant and the coverage provided no protection based
on 2010/2011 large claim amounts. Therefore, stop-loss coverage is not recommended
for 2012.

The chart below summarizes S/L premium and excess claims by Attachment Point

Attachment Point $300,000 $350,000 $400,000

2012 S/L Premium $2,704,286 $2,186,259 $1,802,412

2010/11 Excess Claims $1,086,747 $892,082 $840,014

On a stand-alone basis, the HMO increase would have been 5.1 % and the pas plan
would have been 43.6%. Because the CIGNA rates are blended, the HMO participants
will be subsidizing the pas participants for 2012, as has been the case in prior years.

Negotiations with CIGNA resulted in a final 7.3% increase. This amounts to
approximately $4.6 million over current costs and a savings of $2.6 million from their
original proposaL. Additionally, CIGNA agreed to defer to the 2013 plan year any needed
re-rating brought about by a potential union membership shift from the CIGNA plans to the
UHC plans during 2012 open enrollment. Any incremental premium required for 2012 will be
included in the 2013 rates. We believe that CIGNA has justified their renewal position and
that the County should accept their offer.



AoHew Ms. Eliza Carrilo
County of Los Angeles

August 1, 2011
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Kaiser

Kaiser's renewal proposal was a 7.3% increase for the Choices plan and an 8.1 %
increase for the Options program. Kaiser's Southern California commercial rate increase
is projected to be less than 8%. A 2009 performance guarantee penalty credit of
$323,086 was applied to the 2012 rates for Choices and Options. Performance
guarantee results for 2010 are not yet final and wil be applied to the 2013 renewaL.

Discussions with Kaiser on the renewal proposal targeted the following àreas:

Trend driverslfactors
. Possibilities and costs associated with on-site clinics (for future discussion)

. Targeted health intervention

. Rate impact of increasing pooling point which would apply to the 2013 renewal

Emergency Room access and utilization
. Impact of newly opened Kaiser facilities on the County's employees

. Increases in inpatient and outpatient unit costs

. Cap on Total Health Assessment (THA) budget

We believe the Kaiser renewal is justified based on the information provided.

United Healthcae

UHC's initial renewal proposal was a 12.9% overall increase. The increases were a
12.9% increase for the HMO plan and a 15.0% increase for the PPO plan, representing
an increase of $26.6 million over current premiums.

Discussions with UHC targeted the following key areas:

Completion factors and corresponding reserve estimates
FFS/capitation trend
Rx trend and rebates
Retention
Confirming there will be no re-rate due to migration of Social Workers' Union
membership from CIGNA to UHC

. Potential partnership with Healthcare Partners to better manage care and control

cost
. Eliminating additional charges for custom marketing materials and "taking

Charge of You" program

UHC updated experience and reduced projected capitation, required IBNR reserve and
retention. Negotiations resulted in final renewals of 9.5% on the HMO and no change to
the 15% increase for the PPO, for a savings of $6.9 million over the initial renewal
position. In addition, UHC agreed to eliminate additional charges for custom marketing
and the "Taking Charge of You" program, for an additional savings of $196,292. A 2009
penalty credit of $251 ,296 was applied to the 2012 rates.
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MS. Eliza Carrilo
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We believe that UHC has justified their renewal position and that the County should
accept their offer.

Dental Plans

Safeguard Prepaid Dental

Safeguard is currently under a 2 year rate guarantee that extends to 12/31/2012. Based
on our review of the plan experience we believe the current ràtes are justified. There was
a $4,792 performance guarantee penalty credit applied across rates for all County
populations, including the non-represented group.

Life and AD&D

C/GNA Life

CIGNA's renewal initially came in at a rate pass, as the CIGNA life and AD&D plans were
under a rate guarantee until the end of the 2013 plan year.

A review of the plan's experience revealed that the supplemental life and accidental
death plans were running below expected levels; the supplemental life at an 83% loss
ratio and accidental death at a 43% loss ratio. We requested a rate reduction on these
lines of coverage. Negotiations with CIGNA resulted in a rate decrease of 4.5% to the
optional life and 12% to the accidental death effective 1/1/2012 and guaranteed through
the end of 2013.

Additionally, the basic life plan is a participating contract, meaning the County shares in
surpluses on the plan. At the end of the 2010 plan year, there was approx imately
$881,000 available for refund to the County (Represented and Non-represented
populations combined). Our analysis revealed that the total decrease negotiated for
1/1/2011 of approximately 30% was not going to be enough to use up the surplus over
the three year period from 1/1/2011 - 12/31/2013. We negotiated an additional 24%
decrease effective 1/1/2012 to CIGNA's final baSic life rates, to credit the $881,000 back
to the County over the remainder of the three-year term ending 12/31/2013.
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If you have any questions or need additional information regarding any of the renewals,
please let me know.

Sincerely,

~""¿..
Kirby Bosley
Senior Vice President

Aon Hewitt, Los Angeles

CC:

Marian Hall - County of Los Angeles
Bill Dukes - County of Los Angeles
Jim Adams - County of Los Angeles
Mary Gilmore - County of Los Angeles
Hoa Phan - County of Los Angeies
Maryanne Keehn - County of Los Angeles
Jorge Alvidrez - Aon Hewitt, Los Angeles
Kent Levihn - Aon Hewitt, Houston
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Addendum

Process

The renewal request, analysis, and negotiation are multi-step processes, conducted over
a period of several months. Request for Renewals (RFRs) are drafted and reviewed by
the Aon Hewitt and County stakeholders.

The RFR includes:

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

Questionnaire targeting key County objectives and issues, including rate
development, utilization, legislative issues such as health care reform

. 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

. Benefit design and contract changes

. Performance guarantees

All stakeholders submit requested changes to the draft. These are reviewed and
incorporated into the final RFR, which is then released to the carriers.

Carrier proposals are submitted to all stakeholders at the same time. Following a review
and analysis period, Aon Hewitt drafts negotiation letters for each plan. The drafts are
reviewed by the County and the Union consultants, and their respective comments are
incorporated before release to the carriers. Weekly status conference calls are conducted
between Aon Hewitt and the County to discuss the renewal results, negotiation process
and any 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.
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Renewal meetings are conducted with each medical plan carrier. Attendees include
representatives from the County of Los Angeles DHR and CEO offices, Union
consultants, BAC and EBAC committees and Aon Hewitt, 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 meetings include both financial and non-financial questions that
explore carriers' methodologies for rate development. Outstanding issues and requests
for reduced rates (when justified) are presented to 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, it may result in overall business concessions
from the carriers.



AoHew
Attachment B

August 1, 2011

Ms. Eliza Carrillo
Senior HR Manager
County of Los Angeles
3333 Wilshire Boulevard, Suite 1000
Los Angeles, CA 90010c4101

Subject: Summary of 2012 Renewal Results and Recommendations (Non-Represented

Plans)

Dear Eliza:

This letter summarizes the results of our analysis and negotiation of the 201 2 renewal
proposals for medical, dental, Life, and AD&D plans offered to the non-represented
employees of the County of Los Angeles (the County) including our analysis,
observations, and recommendations. In addition, it presents Aon Hewitt's
recommendations for each plan. The renewal request and negotiation process is outlined
in the attached Addendum.

Medical Plans

Overview

For all non-represented medical plans, the final projected premium increase for 2012 is
2.9% or about $3.7 million over expected premiums for 2011. The initiai proposed
renewal increase for the non-represented medical plans was 5.1 %. For more details on
final rate increases, please refer to attachment C.

It is our opinion that because the County is not making any carrier or benefit changes, all
plans should retain 'grandfathered' status with respect to health care reform legislation.
We recommend the County seek the advice of their own legal counsel in this regard, as
Aon Hewitt is not a law firm and cannot provide legal advice.

After our analysis of the renewal proposals, Aon Hewitt recommends thatthe County
accept the final 2012 renewals offered by Anthem and Kaiser. A summary of key
issues, negotiation results and the proposal terms are outlined below by carrier.

Anthem Kaiser

Initial 2012 +6.8% +2.4%
Renewal Action

Final 2012 +3.1% +2.4%
Renewal Action

Aon HewiU i Health & Benefis
707 Wilshire Boulevard I SuRe 2600 I Los Angeles CA 90017
t +1.213.630.2903 I f +1.213.996.1779 i License #Qï63901
Kirby.BosI8y~aonhewitt_com i aonhewiU.com
Proprietary &. Confidential



AoHew Ms. Eliza Carrillo
County of Los Angeles

August 1, 2011
Page 2

Anthem Blue Cross

The Anthem Blue Cross program is a minimum premium arrangement and expected
and maximum liability costs are projected based on prior claims experience and the
fixed costs associated with administration of the plan. The Anthem maximum costs are
the basis for the renewals outlined in this letter. Anthem's initial renewal proposal was a
6.8% increase across all plans, or about $5.5 million, over 2011 costs. All plans include
specific stoploss of $300,000 per individuaL. Aggregate stop loss is currently set at
120% of projected claims for the pas, PPO and Catastrophic plans; the aggregate
stoploss limit is 115% of projected claims for the HMO plan.

Renewal discussions with Anthem targeted the following key areas:

Retention
. FFS, capitation and Rx trend

. Administration fees

. Rx Rebates
Catastrophic rates

As a result of negotiations, Anthem updated the claims experience and made a
business decision that resulted in an overall increase of 3.1 % across all plans, or about
$2.5 million, over 2011 costs.

Anthem provided their 2010 performance guarantee report and applied the penalty of
$361,229 to the County's April 2011 invoice, so there is no direct impact to the renewaL.

Vision benefits for the HMO, pas, and PPO plans are offered on a non-participating
insured basis through an arrangement between Anthem and VSP. There is also a
portion of the vision benefit (coverage for laser eye surgery) that is self-insured by the
County. The insured portion of the VSP cost received a 17.7% renewal increase for a
two-year rate guarantee period beginning 1/1/2011. The cost of the vision program is
included in the Anthem renewals described above.

We believe Anthem's most recent renewal proposal is justified and recommend that the
County accept it.

Kaise

Kaiser's renewal proposal is a 2.4% increase over 2011 for the Flex/MegaFlex program.
A 2009 performance guarantee penalty credit of $40,747 was applied to the 2012 rates
for the non-represented population. Performance guarantee results for 2010 are not
yet final and will be applied to the 2013 renewaL.
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Addendum

Process

The renewal request, analysis and negotiation are multi-step processes, conducted
over a period of several months. A planning meeting will the County begins the process
in which objectives for the following plan year are established. This process was
conducted by the County and Aon Hewitt.

Based on the planning meeting discussions, a Request for Renewal (RFR) was drafted.The RFR includes: .
Stated assumptions and requirements, including a submission letter to be
signed by a company officer with the authority to bind their proposal

Questionnaire targeting key County objectives and issues, including rate
development, utilization, legislative issues such as mental health parity and
health care reform

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

. Benefit design and contract changes

Performance guarantees

All stakeholders submit requested changes to the draft. These are reviewed and
incorporated into the final RFR, which is then released to the carriers.

Carrier proposals are submitted to all stakeholders at the same time. Following a
review and anaiysis period, Aon Hewitt 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 Aon Hewitt and
the County to discuss the renewal results, negotiation process and any 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.
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Renewal meetings are conducted with each medical plan carrier. Attendees include
representatives from the County of Los Angeles DHR and CEOs' offices, Aon Hewitt, and
carrier representatives. The carrier representatives generally include accounUsales
management, financial, operations, and medical/provider relations personnel. Issues
discussed during the meetings include both financial and non-financial questions that
explore carriers' methodologies for rate development. Outstanding issues and requests
for reduced rates (when justified) are presented to 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, it may result in overall business concessions
from the carriers.
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MERCER
Marci K. Bums
Partner

r= MARSH MERCER KROLL
~ GUY CAPENTER OLER WY

777 South Figueroa street, Suite 1900
Los Angeles,CA 90017
2133462221
marci.burns~mercer.c()
www.mercer.com

August 4, 2011

Ms. Eliza Carrilo
Sr. H R Manager
County of Los Angeles
3333 Wilshire Boulevard, Suite 1000
Los Angeles, CA 90010-4101

Subject: Summary of 2012 Delta Dental Renewal Results and Recommendations (Non-
represented Employees)

Dear Eliza:

This letter summarizes the results of our analysis and negotiation of the 2012 renewal
proposals for the Delta Dental plans offered to the non-represented employees of the
County of Los Angeles (County).

Dental Plans
The following summarizes the Delta Dental PPO and DeltaCare HMO renewals.

DeltaDental PPO
Delta initially proposed a 3.4% decrease to the rates for 2012, with a one year rate
guarantee. Rates were based on the current plan design and did not include any credits for
performance guarantee penalties.

The dental PPO plan is a participating contract, whereby the County shares in surpluses or
deficits on the plan. Depending on the amount of any surplus on the plan, there may be
funds available to subsidize premiums from the Contract Refundable Reserve account. Due
to the fact that the 2010 projection indicated there would not be a surplus at the end of 2010,
the premiums were not subsidized for 2011.

The 2011 accounting projection using data through May 2011, indicates that there will be a
surplus of approximately $1.39 millon at the end of 2011. Delta has traditionally allowed up
to 75% of the projected surplus to be used to subsidize the following year's premium.
Therefore, 2012 premiums will be subsidized from the contract refundable reserve- by about
$1.04 milion and rates will be guaranteed for tvo years.

ServÎces provided by Mercer (US) Inc.
Csitomia Insurance License 0510400 Consulting. Outsurclnq. Invetments.
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Afer negotiations and application of the Contract Refundable Reserve, Delta's final renewal
position is a 3.1 % decrease to the contract rates and a 7.6% decrease to the biled rates.
These rates include the premium subsidy and the performance guarantee credit previously
noted. The final rates represent negotiated savings of $485,000 from the initial renewal
proposaL.

DeltaCare USA - DHMO
Delta initially proposed a 3.2% increase to the DHMO rates, however, negotiations brought
this down to a rate pass for 2012, for a reduction of almost $10,000 from the initial proposaL.
Delta also offered a 2 year renewal at an increase of 2.17% to the current rates, which we
would not recommend.

If you have any questions about the above information, please give me a call to discuss.

Sincerely,r~
Marci Burns
Partner

Copy:
Maryanne Keehn - County of Los Angeles
Bill Dukes - County of Los Angeles
Jim Adams - County of Los Angeles
Mary Gilmore - County of Los Angeles
Hoa Phan - County of Los Angeles
Jeff Whitman - Mercer, Los Angeles
Ann Gilespie - Mercer, Los Angeles
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August 4, 2011

Ms. Eliza Carrilo
Sr. H R Manager
County of Los Angeles
3333 Wilshire Boulevard, Suite 1000
Los Angeles, CA 90010-4101

Subject: Summary of 2012 Delta Dental Renewal Results and Recommendations -
Represented Employees

Dear Eliza:

This letter summarizes the results of our analysis and negotiation of the 2012 renevvl
proposals for the Delta Dental plans offered to the represented employees of the County of
Los Angeles (County).

Dental Plans
The following summarizes the Delta Dental PPO and DeltaCare HMO renewals.

DeltaDental PPO
Delta initially proposed a 1.8% decrease to the rates for Options and a rate pass for Choices
for 2012, with a one year rate guarantee. Rates were based on the current plan design and
did not include any credits for performance guarantee penalties.

The dental PPO plan is a participating contract, whereby the County shares in surpluses or
deficits on the plan. Depending on the amount of any surplus on the plan, there may be
funds available to subsidize premiums from the Contract Refundable Reserve account. Due
to the fact that the 2010 projection indicated there would not be a surplus at the end of 2010,
the premiums were not subsidized for 2011.

The 2011 accounting projection using data through May 2011, indicates that there will be a
surplus of approximately $1.78 milion for Choices and $2.39 milion for Options at the end of
2011. Delta has traditionally allowed up to 75% of the projected surplus to be used to
subsidize the following year's premium. Therefore, 2012 premiums will be subsidized from

Services provided by Mercer (US) Inc.
CalHoml8 Insurance License 051040 Consulting. Outurcing. Investmenf;.



MERCER
0_ MARSH MERCER KROLL
~ GUYCAPENER OLIVERWYAN

Page 2
August 4, 2011
Ms. Eliza Carrillo
County of Los Angeles

the contract refundable reserve by about $1.33 milion for Choices and $1.79 millon for
Options and rates will be guaranteed for two years.

Afer negotiations and application of the Contract Refundable Reserve, Delta's final renewal
position is as follows:

Group Biled Rate Chanae Contract Rate Chanae
Choices -2.5% +0.65%
Options -3.5% -1.5%

These rates also reflect performance guarantee penalty credits of $40,616 for Options and
$20,281 for Choices. The final rates represent negotiated savings of $1.29 milion off of theinitial renewal proposals. .
DeltaCare USA - DHMO
Delta initially proposed a 3.2% increase to the DHMO rates, however, negotiations brought
this down to a rate pass for 2012, for a reduction of almost $103,000 from the initial
proposaL. Delta also offered a 2 year renewal at an increase of 2.17% to the current rates,
which we would not recommend.

If you have any questions or need additional information regarding any of the renewals,
please let me know.

Sincerely,

~~
Marci Burns
Partner

Copy:
Maryanne Keehn - County of Los Angeles
Bill Dukes - County of Los Angeles
Jim Adarns - County of Los Angeles
Mary Gilmore - County of Los Angeles
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Hoa Phan - County of Los Angeles
Jeff Whitman - Mercer, Los Angeles
Ann Gillespie - Mercer, Los Angeles
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Discussions with Kaiser on the renewal proposal targeted the following areas:

. Trend rate, fee schedule drivers and utilization trends

. Review of the differences in risk between union populations

Analysis of pooling point

There was previously one employee covered by the Kaiser Mid-Atlantic plan, which is
community rated and has a standard plan design; however, there is no one currently
enrolled in that plan.

We believe Kaiser's renewal proposal is justified and recommend that the County
accept it.

Dental Plans

Safeguard Prepaid Dental
Safeguard is currently under a 2 year rate guarantee that extends to 12/31/2012. Based
on our review of the plan experience we believe the current rates are justified. There was
a $4,792 performance guarantee penalty credit applied across the rates for all County
populations, including the represented group.

Life and AD&D

CIGNA Life

CIGNA's renewal initially came in at a rate pass, as the CIGNA life and AD&D plans were
under a rate guarantee until the end of the 2013 plan year.

A review of the plan's experience revealed that the accidental death plans were running
below expected levels, at a 43% loss ratio. We requested a rate reduction on this line of
coverage. Negotiations with CIGNA resulted in a rate decrease of 12% for the accidental
death effective 1/1/2012 guaranteed through the end of 2013.

Additionally, the basic life plan is a participating contract, meaning the County shares in
surpluses on the plan. At the end of the 2010 plan year, there was approximately
$881,000 available for refund to the County (Represented and Non-Represented
populations combined). Our analysis revealed that the total decrease negotiated for
1/1/2011 of approximately 30% was not going to be enough to use up the surplus over
the three year period from 1/1/2011 -12/31/2013. We negotiated an additional 24%
decrease effective 1/1/2012 to CIGNA's final basic life rates, to credit the $881,000 back
to the County over the remainder of the three-year term ending 12/31/2013.
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August 1 , 2011

Page 4

If you have any questions about the above information, please give me a call to
discuss.

Sincerely,

/;~~v.
Kirby Bosley
Senior Vice President

Aon Hewitt, Los Angeles

CC:

Marian Hall - County of Los Angeles
Bill Dukes - County of Los Angeles
Jim Adams - County of Los Angeles
Mary Gilmore - County of Los Angeles
Hoa Phan - County of Los Angeles
Maryanne Keehn - County of Los Angeles
Jorge Alvidrez - Aon Hewitt, Los Angeles
Kent Levihn - Aon Hewitt, Houston
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