Meeting Date; September 6, 2012

CITY OF DILLINGHAM, ALASKA
RESOLUTION NO. 2012-51
A RESOLUTION OF THE DILLINGHAM CITY COUNCIL AUTHORIZING THE CITY

MANAGER TO CONTRACT WITH PREMERA BLUE CROSS TO PROVIDE HEALTH
INSURANCE FOR THE CITY OF DILLINGHAM EMPLOYEES

WHEREAS, it is the City’s intent and preference to provide health insurance to its
employees and dependents; and

WHEREAS, the City has routinely evaluated available health insurance plans as the
cost to provide health insurance coverage has increasingly escalated over the past
years;

WHEREAS, after due diligence the City has opted to change carriers from the State of
Alaska Group Health Care and Life Insurance Benefit Plan to Premera Heritage Select
PPO $2,000 at an estimated annual savings of $252,527;and

WHEREAS, the City does not want to cause undue hardship to the employees by
instituting a High Deductible Health Plan, the City will implement a Health
Reimbursement Arrangement that reimburses the employee from their current
deductible to the newly selected plan deductible; and

NOW, THEREFORE, BE IT RESOLVED by the Dilingham City Council, Dillingham,
Alaska that Rose Loera, City Manager, City of Dilingham, P. O. Box 889, Dillingham,
AK 99576 be and is hereby designated as the Authorized Agent of the Employer and is
hereby authorized to sign an Agreement with Premera Blue Cross for Health Insurance
Coverage.

PASSED and ADOPTED by the Dillingham City Council on September 6, 2012.
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City of Dillingham Information Memorandum No. R2012-51

Subject: A Resolution of the Dillingham City Council authorizing the City Manager to Contract
with Premera Blue Cross to provide health insurance for the City of Dillingham employees

Agenda of: September 6, 2012
City Council Action:

Manager: Recommend approval.
City Manager: /Q) 6O A_On

Rose Loera, City Manager

Route To: Department / Individual Initials Remarks
X Finance / Carol Shade C?/
X City Clerk / Janice Williams Qn/\)
y
Fiscal Note: Yes No X Funds Available: Yes X No

Other Attachment(s): None
Summary Statement.

In April 2012, the City was informed by Aetna that their health insurance premiums would be
increasing by about 3.22%. The City had been continuing to look into a change in carriers and
plans as is part of the budget process. With other expenses in the City increasing and the
revenues decreasing the City was faced with a $99,703 deficit. With this in mind the City
continued to research changing from their current plan to a plan with a High Deductible. In
conjunction with changing to a High Deductible plan, they have expressed their intention of
implementing a Health Reimbursement Arrangement.

Current annual premiums $929,172
Premera PPO $2,000 annual premiums 647.687
Projected Savings $281,485

Implementation of a Health Reimbursement Arrangement will reduce the total savings based on
the utilization of the HRA. Below are four scenarios of savings assuming four different utilization
rates:

Annual Employer Savings/Cost Assuming:

100% Utilization HRA $164,483
80% Utilization HRA 187,233
60% Utilization HRA 209,983
40% Utilization HRA 232,733
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Cost of dependent coverage. For example

Family 2,630.44 1,814.94 181.49 2,448.95

EE & Ch 1,125.85 517.28 51.73 1,074.12

Family 1,770.93 1,162.36 116.24 1,654.69

| The decrease in the monthly premiums for dependent coverage is $22.93 for the staff that has

| the Employee and Children coverage, $42.36 for the staff that has the Employee and Spouse

| coverage and $65.26 for the staff that covers their entire family. This is an annual savings of
$275.16, $508.32, and $783.10 respectively.
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