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DONNA L. GILES
DIRECTOR OF

Budget and Finance Committee PERSONNEL
Sacramento, California

Honorable Members in Session:

SUBJECT:  Proposed Enrollment of Retirees and Beneficiaries in City-sponsored
Group Health Insurance Plans

Summary .

The Sacramento Retired City Employees' Association has requested the City

Council to approve an "“open enrollment" period for retired employees and

beneficiaries who are not currently covered by a City-sponsored group health
' insurance plan (See Attachment 1). On June 2, 1987, the City Council referred

this item to the Budget and Finance Committee for consideration during

FY 1987-88 budget hearings.

Background.

In June, 1977, the City Council approved a one-time enrolliment period for all
retirees/beneficiaries who were not enrolled in a City-sponsored group health
insurance plan. At the same time, the City Council established that
retirees/beneficiaries receive a City-paid monthly contribution equivalent to
the old Blue Cross-Travelers Health Plan B single rate.

Subsequent to this one-time enrollment period, all retirees and beneficiaries
are briefed on health plan benefits at retirement or when a beneficiary starts
to receive benefits.

Discussion.

A major tenet of the design of group health plans is that such plans should be
protected against "adverse selection". By definition, "adverse selection"
means that a prospective plan member, who has a pre-existing medical
condition, will incur large claims which will result in rate increases for
all plan members.
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To alleviate the inpact of "adverse selection", retirees and beneficiaries, who
are not currently enrolled in a City-sponsored group health plan, should be
required to provide evidence of medical insurability. The Travelers Insurance
Company, which provides the City's indemnity health plan, requires such
prospective plan members to complete a short personal medical history to determine
insurability.

Fiscal Impact.

The 1987-88 fiscal impact of providing City-paid benefits for retirees/
beneficiaries, who are not covered by a City group health plan, will be $784.32
per person ($65.36 monthly premium X 12 months). In a recent survey conducted by
the Sacramento Retired City Employees' Association, it was determined that 27
retirees would be interested in receiving group health insurance benefits through
a special enrollment process. The estimated FY 1987-88 cost for these 27 retirees
would be $21,177.

Recommendation.

It is recommended that the Budget and Finance Committee approve a one-time
enroliment of non-participating retirees and beneficiaries into a City-sponsored
group health plan, subject to the following:

1. Individuals show evidence of medical insurabiiity by satisfactory
completion of a personal medical history form (if required), or by a
written statement from the individual's physician; and '

2. The effective date for insurance coverage be September 1, 1987, which
coincides with the effective date for changes made by employees during the
City's normal group plan "open enrollment" period.

Respectfully submitted,

Richard E/Snydgér
Employee Services Manager

RECOMMENDATION APPROVED:

onna L. Giles, Director of Personnel

RECOMMENDATION APPROVED:

dack R. Crist, Deputy City Manager
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L7 T SACRARENTO RETIRED (ITY EMPLOYEES ! ASSQUIATION

City (ouncid

D (g of .Samainenio
City Hall
9h and Eye Streets
Sacramento, (A 95814

Hononable Memberns in Seassion:

The Sacramento Retired (ity fmployees’ Association nespectfully requests that the
(ity provide an open ennallment period fon health insurance fon those retired
enployees of the ({ly uho are not cuanently covered by a (idy sponsored health
Lneurance plan, 1t is assumed that the sunviving dpouses on other beneficianies

- of these netined employees, 40 dong as they are neceiving continued benefits from
a (ity sponsoral retirement plan, will also be covered by this neguesd,

In response 2o several ingquinies reganding the availability of (ity sponsored
health insurance, a recent sunvey was conducted of the apmoximatly 218 retirees
‘ not currently covered by a (ity sponsoned health uwwzancepla.m Of these, Z7
- medporded that they were very interested in neceiving osuch health insunance.

{atimated annual coa fo the (idy for the fiscal yearn 1987-68 for these 27
aetirees would be 52/, [77.00. This is based on a (ity contribution of $65. % per
sonth fon each retizee .

On October X, 1977 the (ity (ouncil approved an open enrollment fon hose
netinees not then receiving health insurance as sponsoned by the (idy of Sacramento.

Sacramento (ounty /za.a-‘,movidei such an open ennallment period in 1980, 1982 & 198%.
They are also anticipating an open enncllment period in 1958,

The State of (alifornia p«o@.‘dea such an open enrallment pericd fon eligible PERS
retirees every Seplemben
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12 io nespectlully requeated that this matter be referned to the appaopriate ‘
(ouncil (ommitiee for aepont and recommendation. 1% is further nequested #hat
uﬁmﬁzdnuiieﬂuxszdéackioﬁe@iyc«wlﬁd{amm&e conaideration
be given o implementation of #his propasal and beginning in the fiscal year of
19871958,

Regpectfully oubmitied

Sacramento Retined (ity (mployees’ Association
95 = 462h Street

Sacramenio, (A 95819
(916) 4558293
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An annual cost analysis conducted by staff would have similar benefits except
possibly the reduction of pubiic suspicion that certain fees are higher than
warranted. Unfortunately, staff resources and expertise necessary for such an
analysis are not available. '

A cost analysis of the fees and charges conducted by an independent consultant
and annually adjusted by a predetermined indexing method by staff would be less

- exXpensive. The consultant would provide working computer models or, at a

minimum, the methodology fob_fee and charge cost analyses. The consultant would
also provide the appropriate indexing method for interim fee and charge
adjustments between analyses. :

A fee and charge cost analysis conducted by an independent consultant may result
in the indentification of services the City does not presently impose any fees
or charges for and also suggestions for new fees and charges. TFor example, the
City does not presently recover the emergency response costs from drivers
operating their vehicles under the influence of alcohol or drugs.

FINANCIAL ANALYSIS

A fee and charge cost analysis by itself will not resuit in a change in the
City's revenue. However, it will provide the data necessary to determine fees
and charges that could be adjusted to increase revenue. Other cities that have
had independent consultants conduct cost analyses have experienced significant
revenue increases ranging from several hundred thousand to several miliion
dollars. ;

The fee and charge cost analysis will be a Generai TFund expense.

RECOMMENDATION

It is requested that the Budget and Finance Committee recommend the City Councii
adopt the resolution in the attached report authorizing staff to issue a Request
for Proposals to conduct a cost analysis of City fees and charges, excluding the
charges for utility enterprise fund services.

Respectfully submitted,
Michael Lkigg%:ﬁa

Revenue Officer
RECOMMENDATION APPROVED: ’

JACK R. CRIST
Deputy City Manager

Attachment
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City Council
Sacramento, California

Honorable Members in Session:

SUBJECT: FEE AND CHARGE COST ANALYSIS

SUMMARY

The Budget and Finance Committee recommends that the City Councii adopt the

attached resolution authorizing staff to issue a Request for Proposals to

conduct a cost analysis of City fees and charges, excluding the charges for
utility enterprise fund services.

DISCUSSION

The attached staff report discusses the benefits that will accrue from a fee and
charge cost analysis. These include: assured compliance with the mandates of
State Constitution Article XIIIB (Proposition 4); reduction of public suspicion
that fee and charge revenues exceed the costs of providing services;
identification of the amount of public subsidy of certain programs; the
elimination or justification of variances of fees and charges by different
departments for the same or similar services; and the indentification of
programs or services offered that could be but are not pressently assessed a fee
or charge. The cost analysis may also result in increased revenue via higher
fees.

RECOMMENDATICN

The Budget and TFinance Committee recommends that the City Council adopt the
attached resolution authorizing staff to issue a Request for Proposals to
conduct a cost analysis of City fees and charges, excluding the charges for
utility enterprise fund services. :

Respectfully submitted,

RECOMMENDATION APPROVED: , (fg/4Q1{&L/4“*

Michael L. Medema
Revenue Officer

WALTER J. SLIPE, City Manager _
June 23, 1987
‘Attachment All Districts




