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To: Each Supervisor
From: Michael J. He
Director of P nel

Subject: SUPPLEMENTAL AGENDA ITEM NO. 83-E, BOARD AGENDA OF
DECEMBER 19, 2006

Item No. 83-E on the supplemental agenda recommends approval to explore alternatives
to the Kaiser HMO plan for County employees by marketing the plan to the health care
community. This request was made as a result of Kaiser's unwillingness to renegotiate
premium rates pending outcome of an audit, as ordered by your Board.

Late Friday afternoon, Kaiser propased a renegotiation provision to the contract. Kaiser's
proposed language expresses a willingness to discuss the audit results but not a
commitment to amend rates, if necessary. County Counsel has reviewed and accepted the
Kaiser language.

Since Kaiser continues to be the highest priced County-sponsored HMO and, to date, has
not provided our benefits consultant, Mercer, all necessary information to fully reconcile the
rates, we find it appropriate to explore other alternative health plans to Kaiser and to seek
the cooperation of County unions through their respective labor management committees.

If you have any questions, please call me or your staff may contact Marian Hall, Senior
Human Resources Manager, at (213) 738-2255.
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