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MEMORANDUM

DATE: December 10, 2012
TO: Mayor and City Council

THROUGH: Rich Dlugas, City Manager A% \ 4317
Debra Stapleton, Human Resources Director (

N[N\
FROM: Valerie F. Hernandez, Benefit Programs Supervisor

SUBJECT: ADOPTION OF RESOLUTION NO. 4657 OF THE CITY COUNCIL OF
THE CITY OF CHANDLER APPROVING AND AUTHORIZING THE
USE OF THE EARLY RETIREMENT REINSURANCE PROGRAM
REIMBURSEMENT FUNDS FOR A PREMIUM REDUCTION OR
PREMIUM HOLIDAY FOR ACTIVE EMPLOYEES, RETIREES, AND
FORMER EMPLOYEES UNDER COBRA COVERED BY BLUE
CROSS BLUE SHIELD FOR THE ACTIVE EMPLOYEE PAID
PORTION FOR ONE PAY PERIOD

RECOMMENDATION: Staff recommends that City Council pass and adopt Resolution
No. 4657 of the City Council of the City of Chandler approving and authorizing the use
of the Early Retirement Reinsurance Program Reimbursement funds for a premium
reduction or premium holiday for active employees, retirees, and former employees under
COBRA covered by Blue Cross Blue Shield for the active employee paid portion for one
pay period.

BACKGROUND/DISCUSSION: As you may recall we applied for funds from the
Federal Government Early Retiree Reinsurance Program (ERRP) established under the
Affordable Care Act and received $156,470.62. As a refresher, the program reimburses a
plan sponsor, of an employment-based health plan, for some of the costs of health care
benefits paid on behalf of, or by, early retirees and certain family members of early
retirees participating in the health plan.




These funds can only be used to offset increases in the plan sponsor’s health benefit
premiums, such as a “Premium Holiday” and the funds must be used by December 31,
2013 or be subject to be returned to the Federal Government.

On November 1, 2012 the Chandler Health Care Trust Board (“Trust Board™), through its
Resolution No. HB-0003, adopted and recommended to the City of Chandler Mayor and
Council that the ERRP funds be used to 1) reduce the health care benefit premiums to the
City of Chandler employees, as to their second bi-weekly premiums for December 2012;
and 2) to reduce the premiums for the City’s retirees and COBRA participants by using it
to reduce their premium for January, 2013 by the same dollar amount as the employees’
reduction for each benefit tier.

The Trust Board took into consideration the information presented by Human Resources
regarding the required use of the ERRP funds along with the findings of the benefit
actuarial.

The actuary took into consideration the following:

Considerations:
e Participants Defined as — Active Employees, Retirees and COBRA participants !

¢ Premium Holiday to be Awarded to — Active Employees, Retirees and COBRA
participants

e Award Based Upon Tier Contribution — Employee, Employee & Spouse,
Employee & Children, and Family. Retirees and COBRA participants will receive
the same discounted amount as received by Active Employees

e 2013 Subsidized Rates Used for Development of the Premium Holiday

e Total Enrollment — 1,61 9?

o ERRP Monies Awarded to City by Federal Government - $156,470.62

e ERRP requires that that the distribution of the funds must be awarded to
participants by no later than December 31, 2013

Based upon the aforementioned considerations the actuary has determined that the total
sum of $178,819.90 would be necessary in order to award Active Employees, Retirees
and COBRA participants a premium holiday.

" ERRP has defined participants to include Active Employees, Retirees, COBRA participants and
Employer. In order to minimize the impact to the reserves, the City of Chandler (employer) will be
exempted from receiving the “premium holiday”.

% The enrollment status at time of award will impact the dollars noted.



As noted previously ERRP awarded the City $156,470.62, resulting in a shortfall of
$22,349.28 necessary to award a one-time premium holiday to participants. Therefore, an
estimated $22,349.28 pursuant to the Aetna Health, Inc. Retrospective Agreement are
necessary to completely cover the cost of the City employees’ required contribution for
their health care benefits premium’s second payment of December and to further reduce
the health care benefit premiums for the City’s retirees and COBRA participants by the
same dollar amount as the City’s employees reductions for each benefit tier, for the
premium due in January, 2013.

PROPOSED MOTION: Move to pass and adopt Resolution No. 4657 of the City
Council of the City of Chandler approving and authorizing the use of the Early
Retirement Reinsurance Program Reimbursement funds for a premium reduction or
premium holiday for active employees, retirees, and former employees under COBRA
covered by Blue Cross Blue Shield for the active employee paid portion for one pay
period.

Memo to City Council on Premium Holiday and Premium Reduction for Dec 2012 and January 2013 Resolution No 4657



RESOLUTION NO. 4657

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
CHANDLER APPROVING AND AUTHORIZING THE USE OF
THE EARLY RETIREMENT REINSURANCE PROGRAM
REIMBURSEMENT FUNDS FOR A PREMIUM REDUCTION OR
PREMIUM HOLIDAY FOR ACTIVE EMPLOYEES, RETIREES,
AND FORMER EMPLOYEES UNDER COBRA COVERED BY
BLUE CROSS BLUE SHIELD FOR THE ACTIVE EMPLOYEE-
PAID PORTION FOR ONE PAY PERIOD

WHEREAS, the Patient Protection and Affordable Care Act (Pub. L. 111-148, enacted on
March 23, 2010) (the “Affordable Care Act”), included a provision that established the
temporary Early Retiree Reinsurance Program (“ERRP”) which provides reimbursement
to eligible sponsors of employment-based plans for a portion of the costs providing health
coverage to early retirees (and eligible spouses, surviving spouses, and dependents of
such retirees), during the period beginning on the date on which the program is
established, and ending on January 1, 2014; and

WHEREAS, pursuant to the rule approved by the Department of Health and Human
Services at 45 CFR 149.200, the City of Chandler may choose to use the Early Retiree
Reinsurance Program (“ERRP”) reimbursement proceeds to reduce health benefit
premiums for its medical health care plan (“Plan”) participants; and

WHEREAS, the City of Chandler received $156,470.62 from this ERRP, and the monies
were placed in the Chandler Health Care Trust to be distributed in the form of a premium
reduction; and

WHEREAS, the City of Chandler Health Care Trust Board (“Trust Board™), through its
Resolution No. HB-0003, adopted November 1, 2012, recommended to the Chandler City
Council that this ERRP refund be used: 1) to reduce the health care benefit premiums to
the City of Chandler employees, as to their second bi-weekly premiums for December,
2012; and 2) to reduce the premiums for the City’s retirees and COBRA participants by
using it to reduce their premium for January, 2013 by the same dollar amount as the
employees’ reduction for each benefit tier; and

WHEREAS, the actuary for the City’s benefit consultant has estimated that with the use
of the $156,470.62 ERRP refund, if an additional estimated $22,349.28 is made available
from other funds (as described below) and applied to reduce the health care benefit
premiums for all the City’s plan participants, the employees would not be required to pay
towards this premium and would therefore enjoy a one-time “premium holiday”; and
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WHEREAS, the Trust Board recommended in its Resolution No. HB-0003 that the
Chandler City Council approve the use of the ERRP refund moneys to reduce the cost of
premium contributions paid by the City’s employees, retirees, and COBRA participants,
and further recommended that the Chandler City Council approve the use of an estimated
$22,349.28 of funds from the reimbursement from Aetna Health, Inc. from the Aetna
Retrospective Agreement Fund that resides in the City’s General Fund to further reduce
the cost of such premiums; and

WHEREAS, in this Resolution No. the following term when capitalized shall have
the following meaning: “City Employee” shall include any City employee covered by the
City’s health care benefit plan and any surviving spouse and surviving children of any
employee of the City who is killed in the line of duty or the scope of City employment
beginning in the benefit year 2012, as set forth in Resolution No. 4529.

NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Chandler,
as follows:

1. The City Council hereby approves the use of the Early Retiree
Reinsurance Program reimbursement proceeds of $156,470.62 to reduce
the health care benefits premiums’ second payment of December, 2012
for the City’s Employees, and for the premium payment due in January,
2013, for the City’s retirees and COBRA participants.

2. The City Council hereby approves transfer of additional funds, estimated
at $22,349.28, which were refunded to the City of Chandler from Aetna
Health, Inc. pursuant to the Aetna Health, Inc. Retrospective Agreement,
as are necessary to completely cover the cost of the City Employees’
required contribution for their health care benefits premiums’ second
payment of December for the City’s Employees and to further reduce the
health care benefit premiums for the City’s retirees and COBRA
participants by the same dollar amount as the City Employees’ reductions
for each benefit tier, for the premium due in January, 2013.

PASSED AND ADOPTED by the City Council of the City of Chandler on this day
of December, 2012.

ATTEST:

CITY CLERK MAYOR
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APPROVED AS TO FORM:

i

L

CITY ATTORNEY

CERTIFICATION

I HEREBY CERTIFY that the above and foregoing Resolution No. was duly passed
and adopted by the City council of the City of Chandler, Arizona at a regular meeting
held on the day of , 2012, and that a quorum was present thereat.

City Clerk



