
THE BOARD OF SUPERVISORS OF E COUNTY OF STANISLAUS 
ACTION AGE A UMMARY 

DEPT: CEO-Risk Management Division BOARD AGENDA #_B_-_7 ______ _ 

Urgent D Routine ~ AGENDA DATE October 28, 2014 

CEO Concurs with Recommendation YES NO D 4/5 Vote Required YES D NO ~ 
(Information Attached) 

SUBJECT: 

Approval of 2015 Employee Health Insurance Rates and Recommendations Related to the Implementation 
of the Patient Protection and Affordable Care Act in Support of the Stanislaus County Employee Health 
Insurance Program 

STAFF RECOMMENDATIONS: 

1. Approve recommended health insurance rates as provided in Attachment A to be charged in the 
employee medical, dental, and vision self-insurance programs for calendar year 2015. 

2. Authorize the Chief Executive Officer to take all necessary action to ensure compliance with the 
Patient Protection and Affordable Care Act (ACA), including but not limited to: 

a. Requiring additional approvals from departments to use part-time employees, and 
establishing additional reporting safeguards at the department and CEO level to monitor 
part-time positions and hours worked. 

(Continued on Page 2) 

FISCAL IMPACT: 

2015 Employee Health Insurance Rates 

Medical Self-Insured Rates 

Effective January 1, 2012, the County transitioned from a fully-insured program to a partially self-insured 
program and implemented a new non-profit health plan alternative developed for the County. With the 
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ST~FF RECOMMENDATIONS: (Continued) 

b. Establish the initial measurement period for calculating average hours 
worked to be June 1, 2014 through November 30, 2014 (6 months), and 
establish the standard measurement period on an ongoing basis to be 
November 1 through October 31 of each year (12 months). 

3. Approve staff's recommendation to utilize the healthcare exchange option to 
provide benefits for qualifying part-time employees who work on average 30 or 
more hours per week. 

FISCAL IMPACT: (Continued) 

implementation of a new self-insured financial strategy, the County began to pay for 
employee medical expenses on a fee-for-service basis, similar to the funding program 
the County has historically used for employee dental and vision benefit programs. The 
total cost and financial analysis of the County's self-insured medical program is 
dependent upon the number of individuals covered on the plan throughout the year, and 
the health plan selections each individual participant elected during the year. 

The County worked with consultants to establish the preliminary insurance rates to be 
charged for medical benefits in 2012 and 2013. Initial premium rates for both plan years 
were based on limited health plan information. As a result, rates in 2012 and 2013 were 
set too low to cover the actual expenses of the new program. For the 2012 plan year, 
the County generated $43 million in revenue and the total costs for program 
administration, medical claims and stop-loss insurance in 2012 totaled $46.5 million, for 
a program deficit of approximately $3.5 million. For the 2013 plan year, the County 
generated approximately $44.9 million in revenue for the self-insured medical program. 
The most recent estimate of the incurred costs for plan year 2013 reflects total program 
expenses of approximately $50.3 million, which results in a projected program deficit of 
approximately $5.4 million. There may be some incurred but not reported claims that 
still need to be processed for plan year 2013, so these cost projections may be adjusted 
in the future to include those claims. In total for plan years 2012 and 2013, the County 
incurred an approximate $8.9 million budget deficit due to higher than forecasted self
insured medical plan costs. 

For the 2014 plan year, the County adjusted rates by 22.7% for the lowest-cost provider 
Stanislaus County Partners-in-Health (SCPH), with a 36.2% increase for Kaiser and 
37.7% for Anthem Blue Cross. As a result, the County generated approximately $35.5 
million in revenue for the self-insured medical program through August 2014. Based on 
recent cost projections, it is estimated that the rate adjustments for plan year 2014 will 
decrease the approximately $8.9 million budget deficit by approximately $3 to $4 million 
by December 31, 2014. This information will be adjusted periodically as the 2014 plan 
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year ends and incurred but not reported claims for the 2014 plan year continue to be 
processed during 2015. 

In addition to the revenue and expenditures, as reported above, it is important to note 
that the County funded approximately $3.4 million to employees' Health Savings 
Accounts (HSA's) in 2012, approximately $3.3 million in 2013, and will fund 
approximately $3.5 million in 2014. HSA contributions would have been funded in either 
the self-insured or fully-insured environment. The expenditures and revenue for funding 
HSA contributions are both recorded in the Medical Self-Insurance Budget as equal 
amounts and do not contribute to the deficit or surplus generated in the fund. 

Medical insurance plan design and contributions to employee health insurance 
premiums are established through a negotiated health insurance agreement with all 
County labor groups. The County has negotiated a new agreement with all labor 
organizations to be effective January 1, 2015 through December 31, 2017. The new 
agreement includes cost containment changes to the County's medical insurance plan 
configuration that reduces the number of health plans offered and focuses available 
plan options based on subscriber residency at the time of open enrollment. To take 
advantage of local discounts and minimize out-of-area costs, employees living within 
the Stanislaus County Partners-in-Health (SCPH) local service area will be enrolled in a 
SCPH plan while employees living outside the SCPH local service area will be enrolled 
in an Anthem Blue Cross plan. The County will charge the same insurance rates for 
subscribers regardless of their residence status and corresponding health plan 
enrollment. This means that subscribers living outside of the SCPH local service area 
who enroll in Anthem Blue Cross will have the same rates as subscribers who live 
locally and are enrolled in SCPH. This new plan design offers the most efficient 
configuration of health plan options by increasing locally negotiated discounts through 
SCPH while leveraging maximum discounts outside of the local area through Anthem 
Blue Cross. 

The base cost of the new medical insurance plan design provides a cost reduction of 
approximately $4.1 million in total plan costs when compared to the current medical 
insurance rates charged in 2014. Although the overall base cost of the program is 
projected to decrease in 2015, the County must continue to charge some level of 
supplemental premiums in order to address the accumulated deficit in the program 
generated in the 2012 and 2013 plan years. In addition to funding the projected base 
costs of the program in 2015, the recommended medical rates include an additional 4% 
adjustment (approximately) to support a goal of reducing the program budget deficit by 
an additional $2 million during the 2015 plan year. This rate structure will support the 
County's goal of eliminating the current program deficit no later than the end of the 2017 
plan year. 

Adding the supplemental 4% rate increase will reduce program savings in 2015 from an 
estimated $4.1 to $2.2 million. Although the overall cost of the County's medical 
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insurance program is expected to decrease in 2015, County costs associated with this 
program will increase approximately $226,000 in calendar year 2015 while costs to 
employees, retirees and other participants will decrease approximately $2.4 million. 
This difference is attributed to the new benefit plan design which will reduce plan 
options to all participants while standardizing the cost of insurance for all employees. 
This will have the effect of reducing employee costs for those individuals who are 
currently enrolled in higher cost benefit plan options which will no longer be available 
under the new health insurance agreement negotiated with employees. 

Rate adjustments for retired employees and COBRA participants will vary depending 
upon individual plan selections. The County does not contribute to the cost of insurance 
premiums for retired employees and COBRA participants, so individuals enrolled in 
each of these categories pay 100% of their monthly premiums. It is anticipated that 
enrollment will change during the County's open enrollment period, beginning October 
28, 2014, as plan participants consider their options and make individual plan 
selections. Changes in enrollment, along with the new rates, will require budget 
adjustments in the Medical Self-Insurance Fund. The Risk Management Division plans 
to include budget adjustments to the Medical Self-Insurance Fund in the 2014-2015 
Mid-Year Financial Report, once open enrollment is complete. 

A summary of the proposed medical insurance rates for 2015 is included in Attachment 
A 

Dental and Vision Rates 

Dental rates continued to be reduced by 10% using retained earnings from the Dental 
Self-Insurance Fund during the 2014 plan year. At the end of Fiscal Year 2013-2014, 
the Dental Self-Insurance Fund had a positive retained earnings balance of $1,004,324, 
which represents approximately 28% of the total projected expenses in the 2014 plan 
year. 

The existing "core" dental plan will remain unchanged for plan year 2015. However, 
employees will be able to elect a new "buy-up" dental plan option that includes 
increased annual maximum benefits and some limited coverage for child orthodontics. 
Employees who elect the dental "buy-up" plan must remain on the "buy-up" dental plan 
for three years. The County will continue to pay 80% of the premium costs at each level 
of coverage for the dental "core" plan. Any amount of the "buy-up" dental premium rate 
that exceeds the "core" dental plan premium rate will be paid solely by the employee. 

After considering the retained earnings balance in the dental program and the 
underwriting for the program for calendar year 2015, it is recommended that dental 
rates remain the same for the "core" dental plan. This recommendation reflects the 
continuation of the 10% rate reduction for the dental program. Based on underwriting 
projections that include a 10% participation rate in the "buy-up" option, it is 
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recommended that dental rates for the "buy-up" option increase approximately 39% to 
account for plan changes. The recommended "buy-up" dental rates are intended to 
support the County's intent in offering this new plan that all increased costs associated 
with the increased benefit plan will be paid by those individuals who enroll in the new 
"buy-up" option. 

During the 2014 plan year, vision rates continued to be reduced by 50% using retained 
earnings from the Vision Self-Insurance Fund. At the end of Fiscal Year 2013-2014, the 
Vision Self-Insurance Fund had a positive retained earnings balance of $340,856, which 
represents 50% of the total projected expenses in the 2014 plan year. 

The County has agreed during the labor negotiations process to some benefit plan 
design changes for 2015, including changes in frame allowances and individual co
payments. The County will continue to pay 80% of the premium costs at each level of 
coverage for the vision plan. However, after careful consideration of the retained 
earnings balance in the vision program and the underwriting for the program for 
calendar year 2015, it is recommended that the County discontinue the 50% rate 
reduction and increase unsubsidized rates by approximately 5% to account for the plan 
changes. 

A summary of the proposed dental and vision insurance rates for 2015 are included in 
Attachment A 

Patient Protection and Affordable Care Act (ACA) 

Beginning in 2015 and continuing forward, the County must provide affordable 
healthcare with minimum essential coverage to all County employees who work an 
average of 30 or more hours per week pursuant to the ACA. This requirement is 
irrespective of the classification of the employee or their traditional status in the County 
classification system as a regular "full-time" employee or a "part-time" extra-help 
employee. 

The County currently has approximately 4, 100 employees. Of those employees, 
approximately 3,500 employees are regular full-time and offered healthcare benefits 
through the County. The remaining employees, approximately 600, are extra-help or 
personal services contractors and are not benefitted. Work hours for extra-help and 
Personal Services Contract employees will vary from less than 10 per week, to some 
employees who may average 40 hours per week. An analysis of work hours over the 
last year concludes that approximately 50 of those current non-benefitted employees 
work an average of 30 or more hours each week and will most likely qualify for 
healthcare coverage under the ACA starting in 2015. 

County staff and our health insurance consultants recently evaluated the estimated 
costs and administrative impacts of providing affordable health benefits to the estimated 
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50 non-benefitted part-time employees who may become eligible for healthcare 
coverage under the ACA. Specifically, the evaluation estimated the costs and 
administrative impacts of providing a "bronze-level" medical plan to these employees, or 
paying a subsidy if no healthcare coverage is offered by the County and they elect 
medical insurance from the exchange. Both options (offering a new part-time benefit 
program or using the health exchange) will meet the requirements of the ACA and 
ensure the County's compliance going forward. 

Using conservative premium costs, contribution rates and participation rates; it is 
estimated that less than 15 part-time employees would elect minimum essential 
coverage if offered by the County with an estimated cost of $25,000 to $50,000 
annually, dependent upon a range of enrollment scenarios. As an alternative, if the 
County does not offer affordable coverage to these variable-hour employees in 2015, 
the County will be required to pay up to $3,000 per employee who obtains coverage 
from the exchange and receives a subsidy through the exchange. Using conservative 
participation rates, it is also estimated that less than 11 employees would use the 
exchange for healthcare and receive a subsidy for a projected cost to the County of 
approximately $18,000 to $33,000 annually. Based on this information, staff have 
concluded that it is more cost effective in terms of plan costs and administrative costs 
not to offer an additional healthcare plan to eligible part-time employees and to allow 
those qualifying part-time employees to access their coverage through the exchange. 
In addition, if the County offers medical coverage to qualified part-time employees, 
those employees will lose their eligibility for a subsidy on the exchange. It appears that 
in a majority of the cases, it will be more cost effective to these part-time employees if 
they get coverage from the exchange because of available subsidies and accessibility 
to more plan options. 

Finally, if the County decides not to offer qualified healthcare to eligible part-time 
employees, it must ensure that 70% of full-time employees in 2015 (95% in 2016 and 
later) and their dependent children are offered health benefits that provide minimum 
essential coverage. If not, the County would be responsible for paying a "Pay-or-Play" 
penalty of $2,000 per employee (minus the first 80 employees), which is estimated to 
cost the County $7.3 million in penalty costs based on existing staffing numbers. In 
order for this penalty to apply in 2015, the County would have to not offer minimum 
essential healthcare to approximately 1, 100 eligible employees based on current 
staffing numbers. In 2016 and later, this penalty will trigger if approximately 190 eligible 
employees are not offered minimum essential healthcare based on current staffing 
numbers. This agenda item includes a recommendation to support the Chief Executive 
Office in limiting the use of extra-help part-time employees within the parameters of 
existing County policy to ensure the County does not approach any staffing scenario 
now or in the future which may jeopardize the organization's compliance with the ACA 
and subject the County to the "Pay-of-Play" penalty. County departments will be 
required to request additional approval from the Chief Executive Officer prior to working 
part-time employees 30 hours or more on average per week. For those limited 
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situations in which the Chief Executive Office approves part-time employment of 30 
hours or more per week, the employing department will be required to budget $3,000 
annually to address any potential costs incurred should the employee access health 
coverage and qualifying subsidies through the health exchange. 

DISCUSSION: 

2015 Employee Health Insurance Rates 

Background 

On January 1, 2012, the County transitioned its medical benefits program from a fully
insured program to a partially self-insured program and implemented a new non-profit 
health plan (Stanislaus County Partners-In-Health) as part of a new strategy for 
providing medical insurance benefits to all enrolled participants on County sponsored 
health plans. 

The primary reason for this transition was due to high premium increases that averaged 
11.5% each year from 2005 to 2011. In 2012, the County was facing an additional 12% 
premium increase to the overall cost of providing fully insured medical benefits to 
participants with an estimated additional cost to the program of approximately $5.9 
million. Actual healthcare claims paid by County health plans had increased 
cumulatively by more than 45% over the three year period leading up to 2011 for the 
average County employee, which represented a significant factor in the ongoing 
inflation in the County's insurance premiums. While costs continued to grow, the fully
insured medical plans did not allow the County to fully evaluate medical costs to include 
analyzing the unit cost for medical services and increases in employee utilization. With 
the implementation of the new self-insured financial strategy in 2012, the County began 
to pay for employee medical expenses on a fee-for-service basis, similar to the funding 
process historically used by the County to pay for employee dental and vision costs. 

As a result of having very limited data upon which to accurately rate the program 
initially, medical insurance rates were set too low with the implementation of the 
program in 2012. Rates were increased 3. 75% across the board for plan year 2013, 
which also proved to be too low to support the cost of the program. For plan year 2014, 
the lowest-cost plan (Stanislaus County Partners in Health) was increased by 22.7%, 
with increases in rates for Anthem Blue Cross and Kaiser of 37.7% and 36.2% 
respectively. These increases were designed to address projected costs and deficits in 
program funding that had accumulated since the inception of the self-insured program. 

Self-Insured Funding Strategy 

Consistent with the recommendations and conclusions previously developed for the 
health insurance program, the County will continue to maintain a partially self-insured 
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medical funding strategy, which includes using the recently developed Stanislaus 
County Partners-in-Health (SCPH) insurance program. The County will continue to 
evaluate the local medical insurance market every three years to ensure that plan 
participants receive a high-level of accessibility and quality, and an affordable cost of 
care. In addition, the County will continue to use an actuary to evaluate premium rates 
on an annual basis to ensure adequate funding of the medical insurance program. 

Over the next three years, plan selection will be based on subscriber residency to 
maximize service area savings and minimize out-of-area costs. This means that SCPH 
plans will only be available for local service area resident subscribers and the Anthem 
Blue Cross plan will only be available for out-of-area resident subscribers. The County 
will continue to fund 95% of the High Deductible Health Plan (HDHP) premiums and 
80% of the Exclusive Provider Organization (EPO) plan premiums. County employees 
pay the balance through a pre-tax payroll deduction. The County will charge the same 
insurance rates for subscribers regardless of their residence status and corresponding 
health plan enrollment. This means that subscribers living outside of the SCPH local 
service area who enroll in Anthem Blue Cross will have the same rates as subscribers 
who live locally and are enrolled in SCPH. In addition to funding 95% of the premiums 
for the high deductible health plans, the County will continue to fund employees' health 
savings accounts. The annual HSA contribution for a single employee is $1,200 and 
the HSA contribution for employee plus one dependent and family is $2,000. 

The County's medical insurance program is considered partially self-insured as the 
County continues to purchase stop-loss insurance with an insurance company to pay for 
any individual claim costs exceeding $225,000 in the plan year. For the 2012 plan year, 
the County paid approximately $3.3 million for stop-loss insurance coverage and the 
stop-loss insurance provider reimbursed the County approximately $2.6 million in 
medical claims. For 2013, the County ,paid approximately $3.6 million for stop-loss 
insurance and the stop-loss insurance provider reimbursed the County approximately 
$3.4 million in medical claims. For 2014, the County is expected to pay approximately 
$3.8 million for stop-loss insurance and the stop-loss insurance provider has reimbursed 
the County approximately $3 million as of August 2014. Stop-loss insurance coverage 
remains an important component of protecting the overall financial exposure of the 
program and will remain in place for the 2015 plan year. The Board of Supervisors 
previously authorized the Risk Manager to evaluate and purchase stop-loss insurance 
coverage on an annual basis, consistent with the ongoing financial goals established for 
the self-insurance program. 

Program Census 

The County's medical benefits program includes participation from current County 
employees, retirees from the StanCERA retirement system (up to age 65), local special 
district employees and non-active or former employees electing coverage under 
COBRA. The following is a summary of the current plan enrollment: 



Approval of 2015 Employee Health Insurance Rates and Recommendations Related to 
the Implementation of the Patient Protection and Affordable Care Act in Support of the 
Stanislaus County Employee Health Insurance Program 
Page 9 

#Enrolled % Enrolled 
Current Active County Employees 3,104 91% 
StanCERA Retirees (up to aqe 65) 251 7% 
Special District Employees 31 1% 
COBRA Employees 34 1% 

Total 3,420 100% 

The County also has approximately 500 employees eligible for coverage who waive 
insurance benefits in accordance with the County's health insurance agreement with 
County labor organizations. 

Financial Performance 

Evaluating the financial performance of the program is dependent upon how many 
members are enrolled in the plan during the entire plan year and what health plan 
options they have selected. The following chart is a breakdown of the revenue and the 
primary expenses (medical claims, prescription drug claims, stop-loss premium, and 
administrative expenses) for 2013: 

2013 

Revenue $44,966,790 
Medical Claims <$225,000 $37 ,832,835 
Prescription Druq Claims $6,243,651 
Stop Loss Premium $3,571,810 
Administration Expenses $2,681, 162 
Net Program Expenses $50,329,458 
Projected Surplus (Deficit) ($5,362,668) 

Although plan year 2013 reflects a budget deficit of approximately $5.4 million, the 2014 
rates appear to have reversed prior deficit trends and the current rates are expected to 
buy down a portion of the combined budget deficit of $8.9 million for plan years 2012 
and 2013. 

DENTALSELF~NSURANCEPROGRAM 

In plan years 2013 and 2014, dental rates were reduced by 10% and retained earnings 
were used to offset the rate decrease. For plan year 2015, the "core" dental plan will 
remain unchanged; however, employees may choose to upgrade their dental benefits to 
include a higher annual plan maximum per member, orthodontia for eligible dependent 
children ($2,000 lifetime maximum benefit per child), and access to the Delta Premier 
network at a lower cost. Any amount of the "buy-up" dental premium rate that exceeds 
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the "core" dental plan premium rate will be paid solely by the employee. If elected, 
employees must remain on the "buy-up" dental plan for three years. 

There are sufficient retained earnings in the dental program to continue the 10% rate 
reduction. As such, it is recommended that dental rates for the "core" plan remain the 
same for 2015. Based on underwriting projections, it is recommended that dental 
premium rates for the "buy-up" option be established at approximately 39% above the 
"core" plan dental rates. 

VISION SELF-INSURANCE PROGRAM 

Like the Dental Self-Insurance Fund, the Vision Self-Insurance Fund had also 
developed a significant retained earnings balance. As a result, in plan years 2013 and 
2014, vision rates were decreased by 50% and retained earnings were used to offset 
the rate decrease. 

For 2015, vision benefits will be enhanced to include, among other things, greater 
allowances for frames and contact lenses for a $10 exam and materials co-pay. After 
careful consideration of the retained earnings balance in the vision program and the 
underwriting for the program for calendar year 2015, it is recommended that the County 
discontinue the 50% rate reduction and increase unsubsidized rates by approximately 
5% to account for the plan changes. 

Patient Protection and Affordable Care Act (ACA) 

Background 

In 2015, the ACA requires employers to provide affordable coverage to certain part-time 
employees (called variable-hour employees by the Act) who average 30 or more hours 
a week over a six-month period in 2014 (for a period determined by the County, called 
the measurement period). Although some part-time employees are eligible for benefits 
under the County's plan, the County does not currently offer benefits to all part-time 
employees who work an average of 30 or more hours a week, as will be required by the 
Act in 2015. If the County does not offer affordable coverage to these variable-hour 
employees in 2015, the County will be required to pay up to $3,000 per employee who 
obtains coverage from the exchange and receives a subsidy. 

County staff and consultants recently evaluated the estimated costs and administrative 
impacts of providing affordable health benefits to part-time employees who are eligible 
for healthcare coverage under the ACA, as well as estimates for any applicable 
penalties for not providing health benefits to these employees. The County currently 
has approximately 4, 100 employees. Of those employees, approximately 3,500 
employees are full-time and offered healthcare benefits through the County. The 
remaining employees, approximately 600, are not benefited, with approximately 50 part-
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time employees (variable-hour employees) working on average 30 or more hours each 
week. 

It is difficult to accurately forecast how many eligible variable-hour employees will use 
the healthcare exchange for coverage if the County does not offer healthcare coverage, 
and how many of those who do use the exchange will be eligible to receive a subsidy. 
However, our benefits consultants estimate that approximately 10-12% of eligible 
variable-hour employees will use the exchange and be eligible for a subsidy based on 
past experience of offering coverage to these newly-defined eligible employees. It is 
also estimated that 80% of those eligible County employees who use the exchange will 
receive a subsidy based on current pay rates. As such, it is estimated that the County 
will likely pay between $18,000 and $33,000 annually if it does not offer qualified 
healthcare coverage to the approximate 50 variable hour employees who work 30 or 
more hours per week using projected scenarios of healthcare exchange participation 
and subsidy eligibility. As an alternative, using conservative premium costs and 
contribution rates, it is estimated that the County will spend between $25,000 and 
$50,000 if it offers a minimum essential coverage (Bronze-Level Plan) to the 50 variable 
hour employees who average 30 or more hours per week. 

Based on the foregoing information, staff recommends not offering a health insurance 
program to part-time employees who work on average 30 or more hours per week. The 
primary reasons for this recommendation is that it will be more cost effective to the 
County and the applicable employee if part-time (variable-hour) employees use the 
exchange for their healthcare needs and it would create an administrative burden on 
existing staff to administer another healthcare program that would not be justified by the 
low level of participation. Departments who require part-time employees to work an 
average of 30 hours or more per week will be required to budget $3,000 annually in the 
event they have qualifying employees who obtain a subsidy on the exchange. 

Additionally, there is a penalty under the "Pay-or-Play" provision for not offering 
employee health benefits that provide minimum essential coverage to 70% of full-time 
employees in 2015 (95% in 2016 and later) and their dependent children. The penalty 
for failing to comply with the "Pay-or-Play" provision is $2,000 per employee, minus the 
first 80 employees. The County currently complies with this provision and is expected 
to be in compliance in 2015 as all full-time employees are eligible for health benefits. 
As long as the County continues to offer benefits to all full-time employees, it will 
continue to be in compliance in 2016 and beyond when 95% of all full-time employees 
are required to be offered coverage. To ensure ongoing compliance with the "Pay-or
Play" provision, staff recommends authorizing the Chief Executive Officer to take all 
necessary action to ensure compliance with the Patient Protection and Affordable Care 
Act, including but not limited to requiring additional approvals for departments to use 
part-time employees and to establish additional reporting safeguards at the department 
and CEO level to monitor part-time positions and hours worked. 
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Finally, staff recommends establishing the initial measurement period for calculating 
average hours worked to be June 1, 2014 through November 30, 2014 (6 months), and 
establish the standard measurement period on an ongoing basis to be November 1st 
through October 31st of each year (12 months). This recommendation is made to 
ensure that subsidy costs can be properly calculated and processed, and to ensure that 
staff is effectively monitoring employee work hours for compliance with the "Pay-or
Play" provision. 

POLICY ISSUE: 

Approval of the County's 2015 health insurance rates and staff's recommendations 
regarding the ACA supports the Board's priorities of A Healthy Community, Efficient 
Delivery of Public Services, and Effective Partnerships. 

STAFFING IMPACT: 

There is no staffing impact associated with this report. Staff from the Chief Executive 
Office, Risk Management Division, continues to work closely with contracted health 
insurance consultants and associated vendors to provide ongoing management and 
oversight of the County's health insurance programs. 

CONTACT PERSON: 

Jody Hayes, Assistant Executive Officer. Telephone: (209) 525-5714. 
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Attachment A 

Stanislaus County Health Insurance Program 
Recommended 2015 Monthly Health Insurance Premiums 

SCPH Anthem 
Dental· Dental -

Core Buy-Up 

$ 723.98 $ 723.98 $ 34.42 $ 47.88 

$ 1,447.96 $ 1,447.96 $ 68.84 $ 95.76 

$ 1,954.76 $ 1,954.76 $ 117.94 $ 164.06 

$ 605.48 $ 605.48 $ 34.42 $ 47.88 

$ 1,210.96 $ 1,210.96 $ 68.84 $ 95.76 

$ 1,634.82 $ 1,634.82 $ 117.94 $ 164.06 

Vision 

$ 8.30 

$ 16.06 

$ 22.66 

$ 8.30 

$ 16.06 

$ 22.66 
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HEALTH INSURANCE AGREEMENT 
January 1, 2015 

Health Insurance Agreement Between Stanislaus County and the 
California Nurses' Association 
County Attorneys' Association 

District Attorney Investigators' Association 
Stanislaus County Deputy Probation Officers' Association 

Service Employees' International Union Local 521 
Stanislaus County Deputy Sheriffs' Association 

Stanislaus County Employees Association/AFSCME Local 10 
Stanislaus County Sheriff Supervisors' Association 

Stanislaus Regional Emergency Dispatchers' Association 
Stanislaus County Sheriffs' Management Association 

Stanislaus County Probation Correction Officers' Association 
Stanislaus Sworn Deputy's Association 

Term of the Agreement 

This agreement shall remain in full force and effect for the period of January 1, 2015 
through December 31, 2017, unless extended by mutual agreement of the parties. 

Medical Insurance 

For the term of this agreement, the County will offer the following four medical plan 
options based on employee residency at the time of open enrollment: 

Within Stanislaus County Partners-in-Health Local Service Area 

Stanislaus County Partners-in-Health EPO 
Stanislaus County Partners-in-Health HDHP 

Outside Stanislaus County Partners-in-Health Local Service Area 

Anthem Blue Cross EPO 
Anthem Blue Cross HDHP 

For employees enrolled in an EPO plan, the County shall contribute an amount equal to 
80% of the EPO plan premium at each level of coverage. 

For employees enrolled in a High Deductible Health Plan, the County shall contribute an 
amount equal to 95% of the HDHP plan premium at each level of coverage. The County 
will also fund individual HSA accounts in the following amounts: 

Employee only - $1,200 annually 

Employee +1 - $2,000 annually 

Family - $2,000 annually 
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HSA contributions will be made as a lump sum equivalent to six months of the annual 
contribution on the first business day in January of each year, and then semi-monthly 
beginning in July. For the period of January through June, the County will make no 
additional HSA contributions to employees' accounts after the initial lump-sum 
contribution unless there is a change in family status. The last six months of HSA 
contributions will begin in July, and will be included in employees' biweekly benefit
eligible paychecks. Employees are responsible for paying any account related fees on 
their individual Health Savings Account (up to $2.75 monthly as of September 2014). 

Moving forward, the County will only provide one County-provided HSA contribution to 
two employees who are married together. Therefore, if two employees who are married 
together want separate medical plans, one employee must choose an EPO plan and the 
other employee must choose a HDHP plan. 

Participants enrolled in HDHP plan options are subject to deductible payments and co
pays, which may be reimbursable through HSAs subject to available balances. Please 
refer to the specific plan documents to confirm deductibles and co-payments for each 
plan option. 

The parties recognize that health insurance providers may institute benefit changes that 
are not within the control of the County. 

Medical Premium Rates 

The County will continue to establish medical insurance premium rates each year based 
on actuarial and underwriting recommendations. The County reserves the right to adjust 
medical insurance premium rates based on these recommendations. Medical insurance 
rates for the 2015 plan year will not exceed those rates provided to bargaining units 
during the meet and confer process on October 2, 2014. 

Medical Plan Design Changes 

The medical benefit plan design and co-pays will remain unchanged during the term of 
this agreement with the exception of the attached changes that were agreed to by the 
parties during the meet and confer process, and those changes which may be required 
by law during the term of this agreement. 

The annual out-of-pocket maximums for SCPH and Anthem (Individual/Family) HDHP 
plans are as follows: 

In-Network SCPH and Anthem 
$3,000 I $6,000 

Out-of-Network Anthem 
$5,000 I $10,000 

The annual out-of-pocket maximums for SCPH and Anthem (Individual/Family) EPO 
plans are as follows: 

SCPH and Anthem 
$1,500 I $3,000 
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Premium Reimbursement 

The County has agreed to offer a premium reimbursement program to employees who 
are enrolled in a County Kaiser medical plan (or enrolled in a County Anthem Blue Cross 
medical plan if the employee lives in the SCPH local service area) prior to the start of the 
2014 open enrollment period. 

In order to receive the premium reimbursement, the eligible employee must waive 
coverage with the County and enroll in a non-County qualified medical insurance 
program, individual or group coverage, meeting minimum standards under the Patient 
Protection and Affordable Care Act (ACA). Employees receiving a premium 
reimbursement are not eligible to receive a medical waive credit. 

The County's premium reimbursement rate will not exceed 80% of the eligible 
employee's out-of-pocket medical insurance premium cost for the new medical plan, or 
75% of the County's monthly medical premium contribution for County EPO plans, 
whichever amount is lower. 

In order to receive reimbursement, the employee must provide proof of other coverage 
and proof of cost to the employee as required by the County. The County will implement 
a process prior to open enrollment in October 2014 to establish the guidelines for 
employees to participate in the premium reimbursement. In no event, shall the premium 
reimbursement impact the compensation eligible for employee pensions or employer
paid deferred compensation. 

Employees may only return to the County medical insurance program during annual 
open enrollment periods, or anytime the employee experiences a qualifying event in 
accordance with County benefit policies. If an employee who is receiving a premium 
reimbursement elects to return to the County's medical insurance program, they will no 
longer be eligible to receive the premium reimbursement should they choose to opt out 
of the County's medical insurance program in the future. 

Employees who enroll in a non-County qualified medical insurance program are not 
eligible to receive any County provided HSA contributions. 

Medical Waive Credit 

The County agrees to continue offering a standard medical waive credit to any employee 
who waives medical insurance through the County. Employees receiving a medical 
waive credit are not eligible to receive a premium reimbursement. 

In order to receive the standard medical waive credit, the employee must enroll in a non
County qualified medical insurance program, individual or group coverage, meeting 
minimum standards under the ACA. Employees must complete a County enrollment 
form waiving County coverage and attach proof of other coverage. 

The standard medical waive credit will be paid on a post-tax, semi-monthly basis. The 
amount of the standard medical waive credit is $47.50 monthly for non-management 
employees and $150.00 monthly for management and confidential employees. 
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Employees may only return to the County medical insurance program during annual 
open enrollment periods, or anytime the employee experiences a qualifying event 
(involuntary loss of outside coverage). 

Employees who enroll in a non-County qualified medical insurance program are not 
eligible to receive any County provided HSA contributions. 

Dental Insurance 

The County will provide employees with two dental plan options through the Delta Dental 
program. Employees have the choice of remaining on the "Core" dental plan, meaning 
no change in benefits, and the County will continue to pay 80% of the premium cost at 
each level of dental coverage (Employee only, Employee +1 and Family). 

Alternatively, employees may elect a "Buy-Up" dental plan option, which includes a $500 
per member increase to the plan calendar year maximum and a child(ren) orthodontics 
benefit that pays 50% of orthodontia care up to a lifetime maximum of $2,000 per child. 
Additionally, the "Buy-Up" dental plan option includes access to the Premier network with 
claims being paid at the Premier contracted fee without balance billing. Employees who 
elect the "Buy-Up" dental plan option must remain on the "Buy-Up" dental plan for three 
(3) years. Any amount of the "Buy-Up" dental premium rate that exceeds the "Core" 
dental plan premium rate will be paid solely by the employee. 

The County will continue to establish dental insurance premium rates each year based 
on actuarial and underwriting recommendations. The County reserves the right to adjust 
dental insurance premium rates based on these recommendations. 

Vision Insurance 

The parties agree to change vision coverage through the VSP Choice Plan to include a 
$10 co-payment for exam and materials, increase the frame allowance to $150 ($80 at 
Costco), increase the wholesale full-cost frame allowance to $57, increase the contact 
lens allowance to $150, and allow members to receive a frame allowance 12 months 
after utilizing their contact lens benefit instead of waiting 24 months. The County shall 
pay 80% of the premium cost at each level of vision coverage (Employee only, 
Employee +1 and Family). 

The County will continue to establish vision insurance premium rates each year based 
on underwriting recommendations. The County reserves the right to adjust vision 
insurance premium rates based on these recommendations. 

Impacts of Healthcare Reform 

The parties recognize the implementation of additional healthcare reform regulations 
may present financial and operational consequences to the County. The parties agree 
that the County may request to meet and confer with all labor groups in advance of the 
2017 plan year to address impacts of healthcare reform. Any changes in this agreement 
as a result of the meet and confer process must be mutually agreed between the County 
and labor organizations. 
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Additional Provisions 

1. Benefit deductions are taken out of 24 of the 26 paychecks each year (twice 
monthly). Benefits for new hires are effective the 1st of the month following date of 
hire. For terminated employees, benefits continue through the last day of the month 
of termination. 

2. The County will invite a representative of each labor group to participate in the 
County's Employee Wellness Program Workgroup to discuss implementing a 
comprehensive wellness program for County employees. Participation is voluntary 
and subject to department head or designee approval for any changes in standard 
working hours and will not result in overtime compensation. 

3. An Employee Benefits Committee consisting of one employee and/or the designated 
labor representative per bargaining unit will meet in February, May, and September 
to discuss the financial and operational performance of the self-insured health plans. 
The County's Employee Benefits Department will be responsible for coordinating 
these meetings. The County maintains all plan fiduciary responsibilities, including 
setting annual rate adjustments based on actuarial review and analysis. 

4. Regular full-time employees must work 30 hrs/wk to qualify for a County benefit 
contribution (medical, dental, vision, premium reimbursement, and/or waive credit). 
Employees working 30-34 hrs/wk will be credited with 75% of benefit contributions. 
Employees working 35-39 hrs/wk will be credited with 90% of benefit contributions. 
Additional employee contributions to health insurance premiums will be paid through 
payroll deduction. 

For purposes of this policy, hours worked includes all forms of paid time rounded 
to the nearest whole number. Examples of paid time include, but are not limited 
to vacation, sick, comp time off, public safety leave (4850 leave), paid admin 
leave, etc. 

- This provision does not apply to part-time extra-help employees who are not 
eligible for benefits. 

For regular full-time employees who change their employment status to 
percentage employment, this provision will be effective the first of the month 
following the date they assume the reduced percentage employment schedule. 
Benefits will return to 100% the first of the month following the effective date the 
employee returns to 100% regular employment status. 

For regular full-time employees who are paid less than 80 hours per 14-day pay 
period (employees going into DOC time, etc.), employee contributions will be 
adjusted if the employee does not receive 80 hours of paid time in three 
consecutive pay periods within the quarter. This process will be modified for 
regular full-time employees working an alternative work schedule that does not 
provide 80-hours of regular compensation per pay period (such as the "6/3" work 
schedule). Unpaid suspension time as a result of employee disciplinary actions 
will not count against an employee in determining health insurance eligibility. 
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Employee benefit eligibility will be evaluated on a quarterly basis. 
If an employee's hours fall below 80 hours in three consecutive pay 
periods within a quarter, the employee will be provided a letter of warning 
for the first quarter. 
If the employee's hours fall below 80 hours in three consecutive pay 
periods the following quarter, the employee's contributions will be 
adjusted based on the employee's quarterly average. The effective date 
of the adjustment will be the first pay period of the following quarter. 
Benefits will be restored to 100% effective the first pay period of the 
following quarter in which the employee is paid an average of 80 hours in 
the quarter. 

For employees on a paid leave of absence, the County will continue the current 
process for coordinating leave accruals with State Disability benefits. This 
process allows an employee to combine their State Disability benefits with their 
leave accruals to equal 40 hours of compensation per week while maintaining 
their full health insurance benefits. For employees participating in disability plans 
other than State Disability, the County will continue to provide the same level of 
coordinated benefits consistent with the benefits available through State 
Disability. 

Under current policy, employees on an unpaid leave of absence do not receive 
health insurance contributions effective the first of the month following the start of 
their unpaid leave status. Employees returning from an unpaid leave will have 
their health insurance contributions restored effective the first of the month 
following their return to paid status. Please see applicable County policies 
regarding unpaid leave status, exceptions for FMLA eligible employees and the 
availability of COBRA benefits. 

For benefit information related to Voluntary Time Off, Job Sharing and benefit 
provisions for Certain Part-Time Nurses, please refer to the individual County 
policies and CNA labor agreement. 

Nothing in this agreement shall enhance or reduce existing policy provisions 
related to military leave benefits. 

It is understood by the parties that these provisions fully set forth the agreement of 
the parties in matters of health insurance as herein specified. Other than the 
provisions contained herein, the parties agree that only through mutual agreement of 
all the parties to this agreement would discussion occur during the term of this 
agreement on health insurance matters. 
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Medical Self-Insurance Program 
 
2015 Rate Recommendations and 
Impacts of the Affordable Care Act 
 
October 28, 2014 
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Health Insurance 
Program Changes 

and Rate 
Recommendations 

 



Stanislaus County Medical Insurance Program 

3,104 Active 
County 

Employees 
91% 

251 StanCERA 
Retirees 7% 

31 Special 
District 

Employees 
1% 

34 COBRA 
Employees 

1% 

3,420 Current 
Total Enrollment 

Approximately 
5,200 Dependents 
Covered 
 
 
Total Approximate 
Lives = 8,620  
 
 
 
 



Medical Insurance Background 

 County participated in large purchasing consortium (Pacific 
Business Group on Health) to purchase fully-insured medical 
benefits from 1999 to 2009 

 County utilized health insurance consultants to negotiate 
fully-insured medical benefits in 2010 & 2011 
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Medical Insurance Background 

 Medical insurance premiums continued to grow, averaging 
11% per year from 2005 to 2011; County facing an additional 
12% increase in 2012 under the prior fully-insured plans 

 County worked with employee groups to reduce or minimize 
County costs each year through changes in medical plan 
benefits and increases in premium cost share for employees 
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Medical Insurance Background 

 County staff worked with consultants to proceed with 
two specific strategies for implementation starting 
January 2012 
• Develop a new non-profit health plan alternative  focused on 

access to high quality care with greater long-term financial 
stability (Stanislaus County Partners in Health) 

• Prepare a self-insurance model to combine risk pools and long-
term financial management for each of the County’s medical 
plans (minimum three year strategy 2012-2014) 

8 



Medical Benefits Program Financial Performance 

 Significant savings in 2012 & 2013 compared to total 
costs of remaining in fully-insured program 

 Medical premium rates were set too low in 2012 & 2013 
and generated an initial deficit in program funding 

 2014 rates have corrected ongoing deficit spending 
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2014 Medical Rates and Plan Performance 

 Current 2014 rates are projected to reduce the 
$8.9 million accumulated deficit by $3 to $4 
million in 2014 

 Approximately $5 to $6 million remaining deficit 
projected by the end of the 2014 plan year 

 

11 



Continuation of the Long-Term Strategy 

 All three-year contracts expiring December 31, 2014 
 County staff worked with consultants to evaluate 

program options for a new three-year strategy for 
2015-2017 

 Request For Information (RFI) process included all 
potential health program partners serving Stanislaus 
County 
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Health Insurance Labor Discussions 

 Conducted eight joint negotiation sessions with all 
County labor groups 

 Evaluation of RFI results and potential alternatives 
 Labor groups voted unanimously to adopt a new 

medical insurance model with enrollment based on 
residence 
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Overall Impacts of New Agreement 

 Rate stabilization for 2015 plan year and forward 
• Overall medical program cost decrease (estimated $4.1 million in 

net savings for the base cost of the medical insurance program) 
• Recommended rates include additional 4% increase to generate 

approx. $2.0 million in surplus funds to address a portion of 
accumulated deficit (reduces base net cost savings to $2.2 million) 

 Limited medical plan choices for 2015-2017 
• Negotiated employee premium reimbursement program 
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Dental Program 

 Plan performing well financially 
• Prior savings in the self-insured program has allowed a 10% rate 

reduction to remain in place in 2012 and 2013 
• 2015 recommended rates will maintain the 10% rate reduction 

 New “buy-up” dental option introduced for 2015 
• Higher level of benefits (increased annual maximum and new 

orthodontic benefit option for children) 
• New “buy-up” program will be funded through rate increases 

for those participants who enroll in the program  

18 



Vision Program 

 Rate adjustments recommended for 2015  
• Prior savings in the self-insured program has allowed a 50% rate 

reduction to remain in place in 2012 and 2013 
• Savings has been utilized as planned; 2015 recommended rates 

will return to the base level of funding with a 5% trend increase 
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Fiscal Impacts of New Agreement 

 County costs will increase slightly 
• County department costs are driven by the lowest cost plan 
• Overall department costs increasing 1% in total for all health 

insurance rate impacts for the 2015 plan year 

 Participant (employees, retirees, etc.) costs will decrease 
• Participant costs are driven by plan selection 
• Elimination of higher cost plan options will reduce costs to 

employees and other plan participants 
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Impacts of the 
Affordable Care Act 

 



Affordable Care Act 
22 

 Requirements: 
• Offer employee health benefits that provide minimum 

essential coverage to 70% of full-time employees in 
2015 (95% in 2016 and later) and their dependent 
children.  This requirement is often referred to as the 
Pay or Play provision, and 

• Provide affordable health benefits to employees who 
work on average 30 hours per week.  This requirement 
is called the shared responsibility provision.   



Affordable Care Act 
23 

 Penalties: 
• Pay or Play Provision - $2,000 per FTE (minus 1st 80 

FTEs).  County currently complies and is expected to 
be in compliance in 2015. 

• Shared Responsibility - $3,000 per qualified employee 
who is not offered affordable health benefits through 
the County and enrolls in subsidized exchange 
coverage through Covered California. 



Affordable Care Act 
24 

 County currently has approx. 50 part-time/personal 
services contract employees who work on average 
30 hours per week. 

 These employees are not eligible for regular County 
health insurance due to their part-time employment 
status, but would be eligible for benefits based on 
the requirements of the ACA. 



Affordable Care Act 
25 

County options: 
1. Utilize the health exchange (Covered California) to 

provide benefit enrollment for qualifying part-time 
employees at a maximum cost of $3,000 each 
annually, or 

2. Implement a new part-time health program 
administered by the County 



Affordable Care Act 
26 

 Recommend Option #1 – use the health exchange to 
provide benefit enrollment for qualifying part-time 
employees 
• More enrollment options available to eligible employees 
• Some employees will qualify for subsidies that would not 

be available on a County administered plan 
• Reduced overall cost for employees and County; 

estimated less than 15 employees enrolled with cost 
impacts to the County 
 



Affordable Care Act 
27 

 Need to implement new monitoring and reporting 
of part-time work hours to evaluate ongoing 
compliance with Pay or Play penalties 



Recommendations 

1. Approve recommended health insurance rates as provided in 
Attachment A to be charged in the employee medical, dental 
and vision self-insurance programs for calendar year 2015. 

28 



Recommendations 

2. Authorize the Chief Executive Officer to take all necessary 
action to ensure compliance with the Patient Protection 
and Affordable Care Act (ACA), including but not limited to: 

a. Requiring additional approvals from departments to use part-time 
employees, and establishing additional reporting safeguards at the 
department and CEO level to monitor part-time positions and hours 
worked. 

b. Establish the initial measurement period of calculating average hours 
worked to be June 1, 2014 through November 30, 2014 (6-months), 
and establish the standard measurement period on an ongoing basis 
to be November 1 through October 31 of each year (12-months). 
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Recommendations 

3. Approve staff’s recommendation to utilize the healthcare 
exchange option to provide benefits for qualifying part-time 
employees who work on average 30 or more hours per week 
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