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We have completed our review of the 2013 health care premium renewals and employee
options which will be effective January 1, 2013.

2013 Renewal
Premium increases were as follows:

Blue Cross Blue Shield (BCBS)
¢ Active employees 12.87% with a net city increase of 10.6% (after employee
contributions)
e Retirees 15.8%
Health Alliance Plan (HAP)
e Active and retirees 7% with a net city increase of 6.6% (after employee
contributions)
Priority
e Active employees 10.6% with a net city increase 9.4% (after employee and
Health Savings Account contributions)

The City budgeted for a 7% over-all increase in health care costs for 2012/13. The actual
increase for all plans for 2013 is 7.55%. For the period ending October 31, 2012, 30% of the
budgeted amount for health care expenditures has been used.

Between employee changes during the open enroliment period and staffing changes
(retirements, resignations, etc.) over the next 6 months, we do not believe that a budget
amendment will be necessary to cover the small increase in health care costs, over what
was projected, for the first 6 months in 2013,

Open Enrollment is scheduled for November 19 - 30.

Possible Future Optfions

The City did explore another health care option, BCBS, Simply Blue. We currently offer BCBS
Community Blue 2 as an option for all union employees and BCBS Community Blue 4 (higher

deductible plan option) for all non-union employees. The Simply Blue option is a high
deductible plan with a HSA component, similar to the Priority Health Plan current being
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offered, In order to move to the Simply Blue health care option all current employees who
are insured with BCBS would have to agree to move to this plan.

The level of benefits of the Simply Blue plan are slightly different than those of the current
community blue plans being offered in that the number of office visits for specific services
{chiropractic, speech and physical therapy) are reduced. The largest difference between

the City's current BCBS plans and this plan is the increased deductible and lower premiums
overall.

We have looked at the City funding the deductible to current plan levels so there would be
no change in the deductible for employees. In doing so, the City savings would be
approximately 10% over 2013 BCBS renewal rates and employees would save approximately
5%, depending on their family status and contribution amount. Something to keep in mind,
however, is we do offer this plan and employees choose to migrate away from their current
plan, whether BCBS, HAP or Priority, the City’s costs could ultimately increase if enroliment in
BCBS goes up as HAP and Priority continue 1o be lower cost options for both the City and
employees.

We will continue exploring this plan and having those discussions relative to the City funding
a portion of the deductibie.

Retiree Heglth Care

We are currently reviewing a health care plan for those retirees age 65 and older. The
Medicare Advantage Plan is a fully insured plan that would replace the current coverage for
those refirees. Retirees who reach age 65 would continue to sign up and pay for Medicare
Part B, however this new plan could combine Medicare, the supplement plan the City
currently provides and the prescription drug rider into one plan with one card for the retiree
to carry. Additionally, this plan would provide for office visit coverage and preventative care
services such as annual physicals, which are currently not included. We have preliminarily
pricing which is 25-30% lower than current premiums.

This parficular Medicare Advantage Plan is through BCBS, one of the few carriers that offer
this plan for groups, such as the City of Novi Retirees, as opposed 1o only offering the plan to
individuals.

As the plan is strictly regulated by the Federal Government, there is an eighty (80) day launch
period that is required before the plan can become effective. if, after further discussions and
examination, this plan proves to provide the level of benefit required (by virtue of the
collective bargaining agreement they refired under}, as well as the reduction in cost for the
retiree and the City, we will be meeting with the retirees to go over this plan.

C: Nevrus Nazarko, Director of Finance



















