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CITY COUNCIL MEMO 

DATE: January 10, 2017 

TO: Mayor and City Councill 

FROM: Kent Myers, City Manager 

SUBJECT: Employee Health Insurance Program 

Summary: 

A competitive proposal was recently submitted to the City for our participation in the TML health 

insurance pool. This proposal will be discussed at Monday's Council meeting. 

Recommendation: 

It is recommended that the City Council discuss the health insurance proposal from the TML insurance 

pool. If the Council gets all of your questions and concerns resolved at Monday's meeting, then it is 

recommended that the City consider joining the TML insurance pool for health insurance coverages. 

If there are remaining questions or concerns that are not resolved during the discussion at Monday's 

meeting, then it is recommended that additional discussion and possible action be taken at the January 

30 special City Council meeting. It is important that a decision be reached on this proposal by the end of 

January because the plan starts on March 1. Time will be needed to enrollment employees and 

dependents in the new program if this program is approved. 

Background I Analysis: 

The City currently offers health insurance coverages to our employees and their covered dependents 

with a self-insurance program. The City pays all of the costs for the employee and the employee covers 
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the costs for their dependents that they choose to cover. These payments are placed in a separate 

health insurance fund and all claims and administrative costs are paid out of this fund. Being self­

insured offers some benefits in terms of flexibility to design our coverages and manage our own 

program. However, it also offers some real risks. With only 160+ employees we are considered to be 

" small" for employee self-insurance programs. Being a relatively small employer, when we have years 

when we experience several major claims exceeding our stop loss rate, we have to cover these added 

costs with limited resources. 

By joining a health insurance pool, our risk is minimized since the pool covers many city governments 

with numerous city employees and dependents. So, when we have a bad year in terms of claims, our 

risks are shared and we will not suffer a major impact in terms of costs and rates. 

About three years ago, we had a bad year with several major claims which virtually depleted our balance 

in our health insurance fund. At that time we began some initial discussions with TML about the 

possibility of joining their insurance pool. They were unwilling to offer us a proposal due to our negative 

claim history. Over the past two year we have worked diligently to reduce our claims. 

With this reduction, TML has now provided us with a very competitive quote for coverages that are very 

simi lar to our current coverages. Attached to this staff report is a comparison of the two different 

coverages which will be discussed at Monday's Council meeting. I have also attached a copy of the rate 

comparison between these two programs. This information has been shared with City employees at five 

different employee meetings held this week. 

As shown, the proposal will represent a significant cost savings for the City for employee coverages. At 

the same time, the proposal will also represent a significant cost impact on the employees who cover 

their dependents. So, it is recommended that we explore options for reducing or mitigating this impact. 

One option would be for the City to "freeze" the current rates paid by employees for dependent health 

insurance for at least the next year. As noted, this would still provide an annual cost savings of about 

$181,000 for the City. Another option is to increase dependent health insurance costs a nominal rate 

(i.e. 5-10%). It has been several years since we increased these rates. With health insurance costs 

increasing throughout this region, I believe that it would be reasonable to implement a slight increase. 

Several representatives from TML will be present at Monday's Council meeting to respond to questions. 

Following discussion, we will need some direction from the Council on this issue. 

Attachments: 

Spread sheet comparing rates and coverages between current self-fund health insurance program and 

the TML health insurance pool. 

e 
The City of Fredericksburg 

126 W. Main St. • Fredericksburg, Texas 78624-3708 • (830) 997-752 1 • Fax (830) 997- 1861 



Department Approv 

® 
The City of Fredericksburg 

126 W. Main St. • Fredericksburg, Texas 78624-3708 • (830) 997-752 1 • Fax (830) 997-1861 



@ 

Benefit Description 

Network Benefit 

Out of Network Benefit 

Emergency Room 

Air Ambulance 

(MASA coverage now available for balance due) 

Physical and Occupational Therapy 

Hospice Benefit 

Pool Plan 

85% Tier / 80% In Network 

Individual Deductible - S 750 

Family Deductible - S 1500 

50% covered after deductible met 

$100 access (co-pay) fee (will be waived if admitted) 

Balance subject to deductible 

S 9000 limit 

24 visits per calendar year for each occurrence 

(physical, aquatic, occupational, speech) 

6 month limit 

Telemedicine Benefit Available t hrough Healthiest You 

(24/7 /365 phone consult w ith doctor; POSSIBLE RX prescribed) 

Morbid Obesity 50% Benefit 

Penalty for no Prior Authorization Some are $200, some are $400 

Coordination of Benefits Will only pay what plan would have paid if City was primary 

(if City insurance Is secondary) 

Home Healthcare Benefit limit of $100 per visit, then deduct ible 

Current Plan 

80% In Network 

Individual Deductible - $1000 

Family Deductible - $2000 

60% covered after deductible met 

No access fee 

Balance subject to deductible 

15,000 limit 

18 visits per calendar year combined 

No limit 

Not Available 

80% Benefit 

All are $300 

Will pay what primary insurance did not pay BUT will 

not exceed plan benefits 

No Benefit limit, subject to deduct ible 



aJ 

Prescription Benefit 

Generic 

90 Day Supply Generic 

Best Brand (no generic available) 

Non Best Brand (no generic available) 

Cost Share (very short list that has generic 

available but no guarantee the generic will work) 

Mail Order 

Pool Plan 

$5.00 

$14.00 

$ 43.00 

$ 65.00 

$120.00 

$ 30.00 Generic 

$ 100.00 Best Brand 

$ 155.00 Non Best Brand 

$ 300.00 Cost Share 

Current Plan 

$0 

s 10.00 

s 50.00 

$ 100.00 

N/A 

$ 25.00 Generic 

$ 125.00 Best (Preferred) Brand 

$ 250.00 Non Best (Non-Preferred) Brand 

N/A 



Insurance Rates: 

Type of Coverage: Current Rate/Month Pool Rate/ Month Difference/Month # employees affected 

Employee $ 677.00 $ 548.58 

1 Child $ 209.00 $ 432.30 (1 child plan not available) 

Multiple Children $ 412.50 $ 432.30 

Spouse Only $ 611.00 $ 886.36 

Spouse & 1 Child $ 764.50 $ 1,073.88 (plan not available) 

Family $ 968.00 $ 1,073.88 

@ Cost Savings for City: 

Employee Coverage $ 241,943.28 

Service Fee $ 29,654.16 

Total Savings $ 271,597.44 

Cost Increase for Employees Dependent Coverage: 

$ 90,052.56 

-128.42 

+223.30 

+19.80 

+275.36 

+309.38 

+105.88 

Difference between Cost Savings for City and Cost Increase for Employees Dependent Coverage: 

$ 181,544.88 
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