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CITY OF DALLAS
oate. August 31, 2018
Honorable Members of the Government Performance & Financial Management
., Committee: Jennifer S. Gates (Chair), Scott Griggs (Vice Chair), Sandy Greyson, Lee
M. Kleinman, Philip T. Kingston, Tennell Atkins, Kevin Felder

sussecr Employee Health Benefits

On Tuesday, September 4, 2018, you will be briefed on the proposed employee benefits
for FY 2018-219. The briefing materials are attached for your review.

Please feel free to contact me if you have any questions or concerns, or contact Nina
Arias, Director of Human Resources, at (214) 671-9050.

Kimber yzor T%ert

Chief of Staff to the City Manager

c: Honorable Mayor and Members of the City Council Jon Fortune, Assistant City Manager
T.C. Broadnax, City Manager Joey Zapata, Assistant City Manager
Larry Casto, City Attorney M. Elizabeth Reich, Chief Financial Officer
Craig D. Kinton, City Auditor Nadia Chandler Hardy, Assistant City Manager and Chief Resilience Officer
Bilierae Johnson, City Secretary Raquel Favela, Chief of Economic Development & Neighborhood Services
Judge Preston Robinson, Administrative Judge Directors and Assistant Directors

Majed A. Al-Ghafry, Assistant City Manager

“Our Product is Service”
Empathy | Ethics | Excellence | Equity



2018/2019 Benefits Budget

Government Performance & Financial
Management Committee
September 4, 2018

Nina Arias, (SHRM-CP)
Director, Human Resources
City of Dallas
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Overview

* Provide an overview of current employee benefits
 Review the proposed enhancements to FY 2018-
2019 Medical Coverage
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Background - Current Benefits

City Sponsored Benefits* Employee Funded Benefits**

Life -
AD&D (014,113

Self-Insured
Medical Plan

Pharmacy
Plan

(cvs/

Caremark)

Vision
Plan

Dental Plan

MetLife Insurance | Voluntary
The Benefits

Standard

Cigna Davis

Vision

75/25 Plan 70/30 Plan Dental Dental
Health Exclusive PPO Plan HMO Plan
Reimbursement Provider
Arrangement Organization
(HRA) (EPO)

*City Contribution: 76.3%, Employee/Retiree Contribution: 23.7%
**No City Contributions - Employee/Retiree Pay 100% of Benefit Cost
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Fully-Insured Vs. Self-Insured
Healthcare Coverage

Fully-Insured Self-Insured

e Purchased “in-full” from an e Budget is set aside to pay
insurance company - for healthcare claims based
Compare prices and select on previous experience,
the product/price to fit actuarial estimates and
needs medical trends

e Claims are paid by e Claims are paid by the
insurance company employer

e Risk/rewards belong to e Risk/rewards belong to the
insurance company employer
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Why Self-Insured Healthcare?

e Great flexibility in plan design as compared with the
regulatory boundary conditions placed on fully-insured
plans

e Potential net cost-savings (beneficiary claims, taxes,
vendor costs, cash flow, and risk charges) in exchange
for taking greater responsibility

e Great flexibility in choosing the vendors, service
providers, and risk partners to fulfill those
responsibilities
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Healthcare Strategic Focus

(EMPLOYEE (CIGNA LOCAL PLUS)

INVOLVEMENT)

(COPAY PLAN)
(HSA PLAN)
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Presenter
Presentation Notes
To uncover and better understand the guiding values of the City of Dallas that influence decision making regarding benefits and set a viable strategy, staff worked with Holmes Murphy and Associates (HMA) to facilitate a Benefits Core Belief exercise with the executive team, managers, and employees.  Employee Advisory Councils. 

We asked questions related to the role of HR and management in plan design, incentives and penalties, program evaluation, the role of employee engagement.  As a result, we develop four areas of focus emerged:
Managing cost through targeted programs and wellness – based on data
Improve healthcare consumerism by offering a robust, high quality network of providers  
Promote preventative care – making preventative care accessible and predictable
Giving choices to employees that fit their needs and stage in life and offer the opportunity to share in saving related to low utilization





Medical and Pharmacy Cost Drivers

ACCOUNTS FOR 55% OF TOTAL MEDICAL SPEND

MUSKULO -
SKELETAL

ROUTINE/
UNKNOWN

8.5%

CANCERS

CIRCULATORY

14.9% 12.8% 11.3%

GASTRO-
INTESTINAL

7.4%

ACCOUNTS FOR 42% OF TOTAL PHARMACY SPEND

ANTIDIABETICS
13.1%

ANTI-
INFLAMMATORIES

15.2%

DERMATOLOGICALS ANTIVIRALS
13.3% 7.6%
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2018/2019 Plans

Plan ONE: Plan TWO: Plan THREE:
Health Reimbursement Modified Exclusive Health Savings

Arrangement (HRA) Provider Organization (EPO) Account (HSA)

e 78% of employees e EPO network —no e Tax-advantaged medical
currently enrolled outside network savings account - funds
e HRA or health services contributed are not
reimbursement account e $25 copays for Primary subject to federal
is an IRS-approved, Office Visits and $50 income tax at the time
employer-funded, tax- copays for Specialist of deposit
advantaged employer visits e Participants typically
health benefit e Providing predictability respond to the
and cost control for opportunity to generate
employees real savings with a focus
on wellness
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Presenter
Presentation Notes
Designed to provide employees with more choice and to foster ownership and engagement among employees, with a long-term, strategic approach.   The plan design includes three distinct health benefit options to respond to the needs of the diverse employee population of the City of Dallas.
Plan ONE: Health Reimbursement Arrangement (HRA) 
Over 78% of employees are currently enrolled in this plan
HRA or health reimbursement account, is an IRS-approved, employer-funded, tax-advantaged employer health benefit plan that reimburses employees for out-of-pocket medical expenses and individual health insurance premiums. 
Plan TWO: Modified Exclusive Provider Organization (EPO)
Employees use the doctors and hospitals within the EPO network but cannot go outside the network for care, and there are no out-of-network benefits. 
The modified EPO offers $25 copays for Primary Office Visits and $50 copays for Specialist visits, providing better predictability and cost control for employees. Also, it gives access to fixed cost services for urgent care and telehealth while having a lower deductible.
Plan THREE: Health Savings Account (HSA)
A tax-advantaged medical savings account available to those enrolled in a high-deductible health plan (HDHP). The funds contributed to an account are not subject to federal income tax at the time of deposit. 
Designed to encourage a controlled ramp up participation in the HAS program over three to five years—with incremental increases in employee accountability. 
Integration of wellness and a suite of customized voluntary benefits is designed to optimize cash efficiency for both, employees and the City of Dallas - HAS participants typically respond to the opportunity to generate real savings when they focus on wellness instead of just absorbing more of the risk burden.



Healthcare Cost-Share Allocation

$120,000,000
$100,000,000
$80,000,000
$60,000,000
$40,000,000
$20,000,000
%0 2018 - (5.5 M 2019 - (C t 2019 - (N
- (5. - (Curren - (New
2016 2017 Under Budget) Plans) Plans)
M Total Costs $85,324,163 $89,590,371 $92,493,099 $95,822,851 $96,402,559
B Employee $22,051,454 $22,518,254 $21,947,616 $21,947,616 $21,044,124
m City $63,272,709 $67,072,117 $70,545,483 $73,875,235 $75,358,435

Assumptions: Total Costs based on needed funding rate, claims experience by year — Active employees with wellness incentives, non-tobacco
Total covered employees of 10,607 held constant for cost-share comparison.
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City of Dallas Cost % Variance

8.00%
6.82%
6.0% 6.0% 6.0%
6.00% 5189
4.729
4.23%
4.00% 3.60%
2.00%
.009
0.00%
-2.00%
-2.53%
-4.00%
-4.12%
-6.00%
2017 2018 (5.5M Under Budget) 2019 (Current Plans) 2019 (New Plans)

M Total Cost 5.00% 3.24% 3.60% 4.23%
H Employee 2.12% -2.53% 0.00% -4.12%
m City 6.00% 5.18% 4.72% 6.82%
ONational Average* 5.5% 6.0% 6.0% 6.0%

*PwC's Health Research Institute projects employer medical cost trend will be 6 percent for 2019, the same as 2018.
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Next Steps

e Seek Council’s feedback on proposed
enhancements

e Conduct Open Enrollment

- Active Employees: 9/24 to 12/12
- Retirees: 10/15 to 10/26

e Implement 2018/2019 healthcare enhancements
* Finalize targeted wellness initiatives and bring
back recommendations to Council in six months
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