Exhibit B

Labor Management Benefits Committee 

Benefits, Costs and Funding Review
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Findings and Conclusions

Charge 

“In view of the ongoing cost escalations, the LMBC will undertake a concentrated review of the City’s health plans and program funding in order to identify and analyze potential options for Council consideration prior to FY 2004-2005”

(Ordinance #178405 – May 12, 2004 ) 

Process 

· In April 2004, the LMBC formed three sub-committees to develop strategies, findings and recommendations on the City’s benefit plans, plan funding and employee communications. 

· During this period the sub-committees met approximately eighteen times and the LMBC met seven times.     

· Small focus group meetings were held with active employees known to be interested in benefit issues and with retirees (including employees currently eligible to retire) to ask their opinions on post –retirement health coverage.  

· As result of input from the group, all retirees enrolled in City coverage, as well as a random sample of current employees eligible to retire,  were sent questionnaires about benefits, costs and other related topics. 


· Over 800 individuals responded to the survey.

· The LMBC held an open employee Brown Bag Meeting in October to discuss basic facts about the City’s health plans.

· Attendee reactions were positive and reinforced the value of such meetings. 

· A contributing factor was the participation of LMBC members who could readily address questions raised by the audience.  

· Additional meetings are to be scheduled.   

· The LMBC heard a Kaiser presentation on the health status of the City’s Kaiser enrollees.  

· From a health status standpoint, the City did not compare well with other employee groups.

· The City’s participants are generally older and less healthy that Kaiser’s other groups .

· The presentation further substantiated the LMBC’s belief in a focus on wellness and disease management.  

· The LMBC heard a presentation by the City’s prescription drug management provider on the City’s drug trends, cost drivers and utilization patterns.

· The City’s drug utilization is lower than its government peers. 

· The City’s average per employee monthly cost is lower than its government counterparts.

· The City’s high level of generic substitution rates helps moderate its costs.   

LMBC Sub-Committees

Three committees were formed to distribute the committee’s workload. They had the following objectives and achieved the results described below. Guiding principles emerged from each group.

Communications Sub-Committee 

· Objectives

· Develop health benefit messages that will:  

· Educate employees about the basic “facts” of the City’s benefits program; 

· “De-mystify” health care issues that affect health benefits;

· Facilitate the implementation of any potential benefit changes through employee education; 

· Encourage employee feedback about benefit issues; 

· Promote the appropriate use of health care services;   

· Emphasize wellness  and healthy lifestyles, and 

· Demonstrate  joint labor management commitment to work on benefit issues.

· Principles 

· Benefit messages must be simple and forthright.

· Labor and management must jointly deliver the basic facts about the benefits and costs. 

· Information should not be sugar coated.

· Critical Issues Identified

· Ensure employees have information to understand basic benefit and cost issues to improve discussions of options and potential changes   

· Create a new employee awareness of the importance of wellness, healthy lifestyles and individual responsibility. [NOTE: The strength of the LMBC consensus on this cannot be overstated.]

· Conclusions and Findings 

· Adopted a communications theme for 2004-2005:

“ Make the Most of Your Benefits”

· Employees’ understanding of their benefits and eligibility provisions should be improved. 

· Important to diffuse employees’ sense they are the “only ones” affected by potential plan changes. 

· Continue “Benefit Matters” for employees and retirees enrolled in City coverage.

· Most employees are not aware of post- retirement health care issues and costs.  

· Additional new ways must be found to communicate with all employees about health care issues. 

· No clearly superior methods of employee communication were identified.  Two areas considered particularly challenging are: 

· Engaging a broad range of employees in health care discussions, and

· Encouraging  employees to participate in programs to manage chronic health conditions.    

· Information must be disseminated via multiple mediums. (Citywide and bureau newsletters, group meetings, invited presenters etc.)

· Different bureaus have various means of communicating with employees. These resources should be use to communicate about benefit and health care issues.

· Initiated a one page, simple “Just the City Health Plan Facts” to provide a series of written explanations about the City’s health plans.

Recommendations

· During period of status quo of City health plan funding (through June 2006), conduct a high profile, multi-faceted basic benefit and health care education program to improve employees’ understanding of issues. 

· Ongoing health care education program should focus on  topics related  City’s benefit and wellness priorities.         

· Implement quarterly distribution of  a one page fact sheet (“Just the City’s Health Plan Facts”) on the City’s health plans and benefit issues. Topics should cover: 

· City employee demographics

· Benefit utilization patterns

· Information on the City’s major chronic health conditions  

· Why health care costs go up

· Why health benefits are shared employer/employee issues

· How to be better consumers of health care

· Provide information on how other employers are addressing benefit and cost issues, including any information on “benefit best practices”. 

· Establish quarterly schedule of employee Brown Bag meetings to discuss benefit and health care issues

· Always have LMBC participation in the meetings

· Advertise and hold the meetings in different locations

· Use City and Labor publications to encourage attendance 

· Hold at least two additional meetings on “Just the City’s Health Plan Facts” in December and January

· Provide information in employee newsletters on other employer efforts to moderate costs, including any information on “best practices” 

· Encourage Bureau level educational activities on benefit and health care issues

· Provide “Just the City’s Health Plan Facts” and other articles for Bureau specific newsletters   

· Make speakers available to Bureaus and employee groups for discussions of health care issues    

· Provide benefits eligible employees an annual statement on their benefits and the costs of their coverage   

· Retiree health insurance planning:

· On employees 50th birthday, send employees information on planning for retirement health benefits

· Devote one Brown Bag Meeting annually to retiree health insurance options and costs

· Benefit provisions and eligibility information in employee handbooks should be reviewed to assure they are clear and easy to understand. 

·  The LMBC Communications Sub-Committee should assist in the review of critical plan information to improve clarity and ease of understanding.

Benefits Sub-Committee 

Objectives:

· Provide analyses and recommendations on city health related plans to provide benefit strategies that will:

· Provide necessary health care services

· Encourage appropriate use of health care services,   

· Promote health and healthy lifestyles, 

· Help moderate plan costs, and   

· Inform employees about health care quality standards and wellness initiatives. 

· Principles

· All benefits eligible employees should have access to the same core plans.

· The City should develop a culture that encourages employee health and responsibility for wellness.   

· Benefit re-design and alternative options should take into account:

· Avoidance of plan options that lead to healthy people choosing one plan and less health choosing another (“Adverse selection”) 

· Plan options that are “cost neutral” or result in cost savings

·  Encouragement of employees to be better health care “consumers” 

· Low cost and retiree pre-funding health plan programs 

· Critical Issues Identified

· Greater employee responsibility for health and wellness is crucial to long term moderation of health care costs.        
· A low cost benefit option for retirees and active employees that does not have negative consequences for active employee plans must be developed.
Conclusions and Findings:
Wellness

· Routine physicals, preventive care and disease management services should be encouraged to help moderate costs.   

· Carrot vs. Stick approach to Wellness:

· The City should first emphasize education and encouragement for employees to schedule preventive services and generally become more responsible for their health.

· After an education base has been established, the LMBC could consider financial plan design incentives to encourage behavior changes.     

· Wellness strategies must include emphasis on:

· Preventive health care, especially routine physical exams

· Weight control and nutrition

· How to avoid back injuries* 

· Mammography screening*

(*High claims cost areas in 2003-2004)

· A confidential health status screening program should be considered for all new benefits eligible employees.  
· This is not a pre-employment physical. These are usually on-line questionnaires filled out by employees. 
· This would send the message the City is committed to wellness efforts.
· The information would provide a new employee with confidential baseline health profiles identifying areas of possible health status improvement.
Benefit Design

· The City already has implanted significant benefit redesigns that have resulted in reduced premium costs.

· CitySelect  benefits were revised. 
· CityCore was implemented.
· Changes were made to the City’s dental plans.
· Changes were made to the insured medical  and dental benefits provided by Kaiser Permanente. 
· With implementation of CityCore, new specific benefit changes will not result in significant plan savings
· Neither increases in employee deductibles and co-pays represent a singular long term solution to health  plan costs. 
· Increases in employee deductibles and co-pays can moderate costs and should be a factor in future reviews of active and City retiree health plans. 
· A review of the new federally authorized Health Savings Accounts and Health Reimbursement Accounts did not offer new plan solutions for the City. Issues included:

· Under the Health Savings Accounts’ required high deductible plans, prescriptions drugs are not covered until the individual has met a $1,000 deductible.  
· Health Savings Accounts do not provide the pre- paid retiree premium of interest to many. 
· Health Reimbursement Accounts did not provide the flexibility for individual to contribute to their own accounts. 
· If the City implemented a high deductible plan and made annual contributions to these special accounts on behalf of all employees, reductions to current costs would be non-existent.     
· Insufficient information available for employees to effectively shop for health care services

· Difficult to shop when facing a major illness

· Continue to review information on best quality specialty facilities and providers in Metro area.
· Determine feasibility of selective contracting for high cost services (e.g., heart procedures,  infant surgical procedures etc.).
· The offering of multiple networks should continue to be reviewed and specifically consider employee choice and cost issues.

Recommendations

Wellness 

· Employee wellness education programs for 2005 should include:

· Weight control and nutrition

· How to avoid back injuries* 

· Mammography screenings*

(*High claims cost areas in 2003-2004)

· By a target date of no later than July 1, 2005, the City shall evaluate options and implement a disease management program that educates employee on chronic conditions, assists in the identification of individual employees with such conditions and provides services to manage such conditions.  

· The City make available information to employees on basic questions to ask health care providers about prescribed drugs, diagnoses, treatment options and other relevant topics. 

· The City should explore the feasibility of an employee notification program to encourage routine physicals and other preventive services that occur on a scheduled basis. 

· The LMBC should evaluate options for contracting with an outside source to administer confidential health care screening for all new employees as part of the benefit enrollment process 
Benefits

· Annually, no later than April 1, the LMBC shall present analyses and make recommendations regarding appropriate changes in health plan benefits. 

· By a target date of no later than April 1, 2006, the LMBC shall present analyses and make recommendation on a low cost benefit plan available to all eligible employees and retirees. 

· By a target date of no later than April 1, 2006, the LMBC shall present analyses and make recommendations options related to pre-funding retiree health care funding. 

· The LMBC should continue monitor results of “consumer directed” health plans as they evolve and assess changes in requirements to determine whether the options should be re-considered  

· The LMBC shall evaluate the feasibility and potential savings associated with selective contracting for certain high cost services (e.g., organ transplants)

· The City shall explore options for reports on quality of care,  performance measures and evidence based practices  with its provider networks  

· The LMBC shall continue to evaluate the offering of multiple provider networks and specifically consider employee choice and cost issues 

Costs and Funding Sub-Committee

Objectives

· Provide analyses and recommendations on costs and funding of city health related benefit plans that will:

· Provide a comprehensive overview of current and historical City health plan related costs 

· Identify what portion of the overall city budget is related to employee health plan related costs and the funding sources,   

· Provide necessary information on employee health related benefit costs and projections to serve as a basis for short and long term planning, 

· Serve as the basis for discussions of various approaches to City and employee cost sharing for health related benefits plans,

· Assist in identifying areas of potential cost savings, including different models of providing employee benefits    

· Principles:

· The City and employees have shared responsibilities for contributions towards health care costs, including Kaiser participants

· City contributions towards coverage should be increased  

· Financial predictability in plan costs for both the City and its employees 

· Financial incentives for employees to become more conscious of maintaining their health and become more educated users of health care services

· Financial incentive to continue to review and modify benefit plans to moderate costs 

· The City’s funding for its health benefits plans should be “family friendly”  

· Critical Issue

· What should be the distribution of health plan costs between the City and its employees 

· Conclusions and Results
· With the City’s Health Fund Reserves providing the “backfill” fill to cover the difference between the City caps and actual plan costs, there has been little need to realistically assess the distribution of costs between the Cut and its employees.

· With the depletion of the City’s Health Fund Reserves (not committed to required health plan reserves), the City’s “CAP” cap contributions need to be adjusted. 

· While many employers’ health plan funding models have many of the same components as the City’s, no option represented an ideal.

· Many employers require employees to pay a higher percentage of the premium for family coverage. 

· Based on the RFP process for an insured plan for the Portland Police Association, converting to an insured plan would not represent savings to the City. 

· Out of eleven insurers asked to bid on the PPA, only three responded

· All bids were higher than the current costs

· Increased costs ranged from 7.6% and 9.47% for six months of coverage to 24.9% for 18 months of coverage

· Plan redesign should considered to the extent possible. 

· Elements of a funding formula to be considered may include:

· Employer and employee contributions

· Base City contribution

· Objective factor to adjust the base contribution


· Self-administering the City’s claims instead of contracting with a third party administrator should continue to be reviewed to determine if there are savings to be achieved. 

· The City will attempt to improve its administrative efficiencies when it requests bids for all of its third party services this year. 
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