LOSS TRUST FUND BOARD REGULAR MEETING
3939 N. Drinkwater Blvd.
City Attorney Conference Room
Scottsdale, AZ 85251

November 13, 2019
5:00 p.m.

NOTICE AND AGENDA

*Amended Agenda* Items 1 & 2 Added Under New Business

LOSS TRUST FUND BOARD

Richard O’Connor— Chairman Russell Mosser
Suzanne Welch—- Vice Chairman Brandon Perlow
Dominic Bilotti

CALL TO ORDER
ROLL CALL
OLD BUSINESS

1. Approval of February 13, 2019 Meeting Minutes. Action Item: Motion to approve or
disapprove minutes as submitted or with suggested changes.

NEW BUSINESS
1. Farewell & Thank You to Trustee, Russ Mosser- Information ltem
2. Introduction of Trustee, Dominic Bilotti- Information Item.

3. Review, discuss, and take action on the submission of Annual Report to Council for fiscal
2018/19. Motion to approve or disapprove.

4. Review, discuss, and take action on the submission of the Trustee Fund Status Letter to
Mayor and City Council. Action Item: Motion to approve or disapprove.

OPEN CALL TO THE PUBLIC (A.R.S. § 38-431.02)

Subject to reasonable time, place and manner restrictions, as determined by the Chairperson, members of
the public will be allowed to address the Loss Trust Fund Board on any issue within the jurisdiction of the
Board. Those wishing to speak are customarily limited to a five (5) minute presentation. At the conclusion
of the open call to the public, individual members of the Board may respond to criticisms made by those
who have addressed the Board, may ask staff to review a matter or may ask that a matter be put on a future
agenda. Members of the Board shall not discuss or take legal action on matters, however, raised during an
open call to the public unless the matters are properly noticed for discussion and legal action.

ADJOURNMENT - Action Item: Motion to adjourn

Persons with a disability may request a reasonable accommodation by contacting the Risk Management Office at 480-312-2490.
Requests should be made 24 hours in advance, or as early as possible, to allow time to arrange the accommodation. For TTY users, the
Arizona Relay Service (1-800-367-8939) may contact the Risk Management Office at 480-312-2490.
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Executive Summary - Risk Management FY 2018/19 Report

This annual report can be viewed as four sections.

The pink tabs provide a snapshot of Risk Management’s income and expenses for the fiscal year ending on June 30,
2019. This includes various charts that expound on the expense items in the Risk Management program.

The yellow tabs start with a summary of the entire City’s loss experience for six years and are followed by the same
report broken out by division. These provide an indication of the frequency and severity by departments over time.
Note that claim payments all register in the fiscal year in which the claim/injury/accident happened, regardless of the
year(s) the payments were made.

The green tab is an overview of the Self-Funded Medical and Dental Plans.
The blue tab provides information on the financial status of the Loss Trust Fund. A summary is provided along with

the final five-year forecast budgets for the self-insured benefits and the self-insured risk management accounts,
respectively.

Risk Management Highlights:

v' The department goal for Total Cost of Risk not to exceed 2% was achieved.

Workers’ Compensation claim costs continue to trend poorly, as noted on the workers’ compensation charts
on page 3.

v" The OSHA recordable injury rate, per 100 employees, has trended up from 6.72 to 7.21. FY 2018/19 was
8.57. The largest increase, occurred in the Police Department, with an additional 28 injuries in FY 2018/19,
over the prior fiscal year as shown on page 16.

v' The comparison of insurance premiums on page 5 indicate we are moving into a hard market with
substantial increases for property insurance, as highlighted.

v' The FY 2018/19 year-end funding for the Risk Management accounts achieved the actuary confidence level
of 80%. The approved budget for FY 2019/20 is designed to achieve the actuary 85% confidence level goal
of the Loss Trust Fund Board.

Medical Benefits Highlights

Medical and dental claims expenses incurred in FY 2018/19 were only slightly higher than expected. We collected
$28.2 million in revenues and incurred $29.2 million in claims and administrative costs. Every year the City works
with its benefit consultant, Hays, to develop medical and dental plan cost projections and provide recommendations
to the City Council concerning funding level and cost sharing strategies. The Total Benefits Advisory Committee
(TBAC) continues to receive training on claims administration and how it affects the City and reviews various plan
design options/rate distributions. Human Resources also works with the Office of Communications to explore the
best ways to engage and communicate with City staff which includes in-person staff meetings and electronic
communications.

Cigna and Hays utilize the health assessment and claims data to provide programs tailored to prevent the onset or
degeneration of a disease or illness and promote healthier lifestyles. The rates continue to include a tobacco
surcharge for employees and their dependents who utilize tobacco products. Last year we implemented a high blood
pressure incentive for employees, and this year we extended that incentive to spouses since blood pressure and
related chronic diseases continue to impact our plan. We will continue to look at ways to drive our chronic disease
stats lower.
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Cost of Risk

Cost of Risk chart depicts all of the expenses involved in the Risk Management program. In addition
to claims and legal costs, it accounts for all costs including loss control services, safety incentives,
purchase of personal protective equipment, insurance, OSHA required medical testing, safety
training, safety grants, staff salaries and computer software. The City historically has measured the
performance of the program by comparison to the City's total operating budget and a goal "not to
exceed" 2%. The FY 2018/19 program ended at exactly the goal of 2% of the city total operating

budget.

Please note the amount listed below as “Claim Payments” represents payments on all claim types:

General Liability, Auto Liability, Law Enforcement Liability, Employment Liability and Workers'

Compensation during the fiscal year. The “Operating Budget” line represents the Risk Management

Department operating expense.

FY 2013/14 FY 2014/15 FY 2015/16 FY 2016/17 FY 2017/18 FY 2018/19
Claim Payments $ 5,256,752 $ 6,264,697 $ 6,244,642 $ 5,379,106 $ 5,867,891 7,371,950
Operating Budget 952,713 1,006,724 1,122,979 960,564 1,070,083 1,087,279
Excess Insurance Premiums 1,379,951 2,488,896 2,348,821 2,025,676 1,960,295 1,969,017
Unemployment Compensation 37,656 14,965 19,983 18,136 37,907 30,227
Special Event Reimbursements (108,825) (94,639) (113,130) (103,753) (103,617) (117,863)
Total Recoveries (361,935) (547,143) (609,170) (452,279) (508,535) (1,071,110)
Risk Management Program Cost  $ 7,156,312 $ 9,133,500 $ 9,014,125 $ 7,827,450 $ 8,324,024 9,269,500
City Operating Budget $ 377,050,005 $ 385,044,759 $ 401,312,174 $ 440,154,190 $ 447,716,995 464,569,653
Cost of Risk 1.90% 2.37% 2.25% 1.78% 1.86% 2.00%
H Cost of Risk

2.50% -

2.00%

1.50% -

1.00% -

0.50% -

0.00% T T T T T 1
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Workers' Compensation Payment Breakdown

The following depicts a comparison of the total payments made for our workers’ compensation claims.
Increasing medical expense (highlighted in yellow) will continue over time due to a variety of factors. The
length of time the self insurance program is in place makes it more likely that old injuries will be re-opened
in order to treat worsening conditions or to take advantage of medical advancements. In addition to the
cost of advanced procedures and catastrophic injury care, the basic cost of medical treatments & and
prescription medications continue to rise. The broadening of benefits by the legislature, an aging work
force, longer life expectancies, increasing wages, and expanding numbers of covered employees &
volunteers are all factors that affect the total workers compensation spend. These and other historical
factors are accounted for by our actuary when projecting future losses.

FY 2015/16 FY 2016/17 FY 2017/18 FY 2018/19
Bill Review & NCM $910,847 $663,635 $790,692 $999,750
Legal $62,322 $55,798 $22,837 $13,380
Medical $2,427,603 $1,864,185 $2,517,296 $3,094,119
Partial Disability $405,106 $418,328 $422,882 $442,372
Total Disability $189,079 $161,022 $172,078 $280,515
ICA Fees $71,959 $124,972 $114,660 $152,685
Total $4,066,916 $3,287,940 $4,040,445 $4,982,821
Fiscal Year 2016/17 Fiscal Year 2017/18
% . 3%
5%
1%
194 /
- @ Bill Review & NCM @ Bill Review & NCM
M Legal [ Legal
@ Medical [ Medical
M Partial Disability M Partial Disability
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Fiscal Year 2015/16 Fiscal Year 2018/19
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General Liability Payment Breakdown

The following charts depict year-over-year spending on general liability and auto liability claims. The
legal component is made up of charges from the City Attorney’s Office and outside counsel. The City
Attorney’s Office provides primary defense for all lawsuits. They charge the trust fund a reduced rate of
$143.00 per hour (attorneys) and $69.00 per hour (paralegals) for professional services. Infrequently,
the City Attorney and Risk Manager will agree to assign outside counsel to defend a lawsuit. Those
costs are included in the legal slice as well. The miscellaneous category is made up of the litigation
costs including, but not limited to, research, travel, depositions, testimony of expert witnesses, and

costs to obtain medical records.

FY 2015/16 FY 2016/17 FY 2017/18 FY 2018/19
Claim Payments $1,079,542 $614,150 $438,432 $467,844
Legal $573,021 $899,923 $674,574 $886,009
Miscellaneous $112,562 $77,115 $56,459 $140,585
Total $1,765,125 $1,591,188 $1,169,465 $1,494,437

Fiscal Year 2016/17

5%
39% Claim Payments
[ Legal

Miscellaneous
56%

58%

Fiscal Year 2017/18
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37% Claim Payments
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33%
[ Legal

61% Miscellaneous

Fiscal Year 2018/19

Claim Payments
[ Legal

Miscellaneous

Annual Report, FY 2018/19







599} 13 saxe} saul| sn|jdins a|qedidde Aue sapnjou|

%L'ET | L9T°S9TS 2€'909°202°TS 96'8EV'LEG'TS s|eyol
. . . 5 ‘ }WI7 000°000°0TS
%L'T TL9S 00'€v9'sc S yaunz 00'TL6'VC S Yyaunz ueld £Sb - Anjigen AJeinpiy

. ‘ o HWI7 000°000°0TS o,
%0TS | 000°9¢$ 00'0009L  $ uolun |euoneN 0000005 $ s wstio.3) Buipnjoul - Aaeand 1 A1indas yiomiaN
%60T | 019°CS 000159 $ uolun [euoneN 00006 $ uolun [euonen W11 000°000°002$
: : : : w0443 Buipnjaul - Aijiger] 1odaly/uoneiny
%L'6 0SY'TS 00°05V9T S aoedsouay |eqo|9 00'000'ST S aoedsouay [eqo|9 HL1 00000005
wso443] buipnpur - Ayl 17 auoig/uonelny
%9017~ 9EL'VS- %€ 9~ 78'LT69 S ST uolun stoul|| 99'€99TT S 9T uolun stouljj| wspo4431 buipnjou; - Ayjiger] yue] a8elois
%0°0 %E'T ovT'ss %E'T 00¥T'0 [00992c€T S |ZYSV06°SITS |euonen A1ajes 00vT'0 |00°92T°L2C S |8€S'TETTITS | |euonen Asjes YIS I TS sx Aloamiers
N v ° : : / WsLI0443 1 Buipnjoui-uoiesuaduwo) SI9NI0M SS39X]
. . . . . . . . . . . a G a IS 1A TS SX 1IN OES SX 1IN 02$
%E'T %L’V 000'9$ %E'C 80000 |00°000'SET S | ¥¥S'V06'SITS uedlawy 1ea.19 80000 [00°000°6ZT S [8€STETCITS uedliawy 1es.19 wstio1z1 Buipnul - Ayjger ssaox3
. . . . . . ‘ ‘ . . . a a a IS 1IN TS SX 1IN 0TS SX 1IN 0TS
%L'T %0'S 0TL'VS %E'T 90000 |9¥'€68'86 S |v¥S'V06'SITS Jlewjeq 90000 |cr'e8T'v6 S [8ESTETCITS JJeul|jeH wisto.4131 Bupniaul - Ayjiger ss3ox3
. . . . . . . ‘ . . . a a a IS [N TS SX NN TS SX 1IN 8T S
%1'S %S'L 8S6°9TS %E'T ST00'0 [00°8SO‘€ve S |v¥S'v06'S9TS Si9jaAed] ¥T00'0 [00°00T‘9¢C $ |8€S‘CECTITS Si3|dnel | wstIo4a1 Buipnou; - Ayjiger] ssa0x3 / ejjalquin
%L %8S 0086S %E'T- L6T 00°€EV9'LLT S T06 Si3|anel L 781 00°EV8'L9T S €16 Si9jaoAe | patey ausoduiod /WIS 1A 26 X IN 2§
° o ° wstioua] Buipnpuy - Anjiger] sjigowoiny
%1V %9 LLT'SES %ET SE00'0 |00°6VS€E8S S |¥PSV06'SITS Si3|aned | €000 [00°TLE'BYS S |8ESTECTITS Si3|aned | UIS 1A 25 SX 1IN 25
wso443] buipnpur - Ajjigery Ayiug oignd
. coch 9|q11onpap
595'99% 0059599 $ SElE 000°SL$ Yum peod-ayi-1ano asewe(q |edisAyd oiny
678% 00'628 S dIAN S 8p|g s||tH uolun 3 998 POO|4 dI4N
0$ dldN Y 8p|g S||IH uolun 3 2998 Poold dIdN
60'TS 00'262°C S dIdN 0 3pIg S|ItH uolun 3 2998 POOld dI4AN
€88'€S 00°€88°E $ dIdN 0 8p|g S||IH uolun 3 2998 Poold dI4N
. . ora 191532159\ , S 191594D1S3M 91EJSPOIN INOS SX INOT
%C' 0T %0°CC 8vS1TS %L'0T S8T0'0 |vO'€CY'6TT S [TT6'8¥9°9¥9S 13 20ueInpu3 89100 (88'v/8.6 S |168'6CCV8SS 13 2oueINpU3 pJezeH YsiH INOZ SX INOT
ws10443] buipnjaxa - pool4 J1d
%0°ST %C'TC 6T0°99$ %8S 80700 |(00°0L6°LLE S |€EET'EBTLO6S Yyarnz SSE00 [00°TS6'TTE S |EVI'SPE’LS8S yanz wsli0.443 ) buipnjour - Auadold
%C'T %9°C 0sTS %S'T SLE00 |00V0L6 $ | 1TS'sS8'sT puiels TLEOO |00VSP'6 $ | 8€€t8Y'ST S puiels w0413 buipnjaxa - sy aul4

?8uey)
aiey

a8uey)

% 150)
|elo,

a8ueyy § asueyd
150D |ejo) ainsodx3 |emaudy

ajey

$994 13 saxel
‘wniwald
[ENEN]

020z ‘T AInr - 6T0Z ‘T AInr

ainsodx3
|emauay

Jo1ue)
|emaudy

a1ey
Sudxy

$994 13 saxel
‘wniwald
Sundxz

sainsodx3
Suindxy

J91e)
Suindxy

uosiuedwo) wniwald dueansu|

139Aeq g a8esano)

Annual Report, FY 2018/19






Medical Bill Review Savings

The City contracts with a third party, CorVel Corporation, to review and adjust workers' compensation medical bills to
reasonable amounts as allowed by statute. This is considered a “Best Practice” for controlling the medical costs of
workers’ compensation claims. Medical bills are reviewed on a line item basis for accuracy, removal of duplicate
charges, review of reasonable and customary charges, fee bundling, and any other opportunities to ensure maximum
savings. The amounts in blue are the total of the original bills. The net savings in gray are the total savings after the
fees paid to CorVel. In the last two terms, the savings percentages have increased, which is an indication that the
make up of bills included more hospital or surgical center charges. Those charges in general can be reduced more
substantially than invoices for standard treatments.

FY 2013/14 FY 2014/15 FY 2015/16 FY 2016/17 FY 2017/18 FY 2018/19
Billed $ 3,347,709 $ 3,026,821 $ 5,426,611 $ 5,565,874 $ 7,775,464 $ 9,116,278
Net Savings 3$ 1,704,303 § 1,358,546 § 2,651,772 $ 3,813,293 § 5,321,332 $ 5,775,911
% Savings 51% 45% 49% 69% 68% 63%

m Billed = Net Savings
$10,000,000 -
$9,000,000 -
$8,000,000 -
$7,000,000 -
$6,000,000 -
$5,000,000 -
$4,000,000 -
$3,000,000
$2,000,000
$1,000,000

S-
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Recoveries

In FY 2018/19 the Risk Management Team continued its process of scanning police reports for damage to
City property and pursuing recovery of those damages. Additionally, every adjuster examines each claim for
third-party liability and recovery potential. The Risk Management Assistant and the Property & Liability
Adjuster continue to concentrate on recoveries of damage to city property.

The other recoveries are primarily from cost sharing for insurance coverage for off duty police officers.

The workers' compensation recoveries are predominantly reimbursements of claims expenses for those
workers' compensation claims that have exceeded the City self-insured retention level set in the excess
insurance contracts. Although the City has reached their financial liability on these claims, we must continue
to manage them for as long as they are open. The current insurance contract caps the City’s liability at
$1,000,000 per injury. However, the obligation to manage the claim will continue indefinitely.

FY 2013/14 FY 2014/15 FY 2015/16 FY 2016/17 FY 2017/18 FY 2018/19
Workers' Compensation $142,907 $262,539 $177,208 $60,094 $88,192 $615,654
Property Damage $248,137 $280,827 $426,280 $382,347 $365,944 $327,972
Other Recoveries $14,891 $4,967 $5,683 $9,838 $54,399 $127,484
Total Recoveries $405,935 $548,333 $609,170 $452,279 $508,535 $1,071,110
$1,200,000 - ® Workers' Compensation ~ ® Property Damage Other Recoveries
$1,000,000 - $127,484
$800,000 -
$600,000 -
$54,399
$400,000 -
$ 4
$200,000 -
$ 9
$ 7 $ 8
S0 T T T T T )
FY 2013/14 FY 2014/15 FY 2015/16 FY 2016/17 FY 2017/18 FY 2018/19
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Community Services Action Plan

2019/20 Annual Safety and Health Program
Evaluation, Performance Objectives and Action Plan

RECOMMENDED ACTION PLAN

COMM SVCS OSHATRENDS 2015-2018
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Trends

During calendar year 2018 Community Services had 5 Lost Workday cases (304 hours) compared to 2 cases (153
hours) in 2017.
The main injury types experienced were:

o Eleven strains/sprain

o Nine contusions

o Three lacerations

Goals for This Year

e Part-Time Staff:
Assign monthly safety training through SharePoint and require completion of monthly safety quiz to reinforce the
safety information. Measurable: Completion Reports will show 90% completion overall.

¢  Full-Time Staff:
Continue to require full-time staff in Parks and Recreation/Human Services/Preserve attend monthly safety meetings
— and/or review monthly safety training notes sent out following the meeting. Measurable: Attendance reports will
show a 65% attendance by full-time staff and 90% completion of reviewing the safety notes.

e All Staff:
Continue to conduct annual safety inspections of all Parks & Recreation/Human Services/Preserve work locations
with the Safety Team. Provide the site staff with a report and any feedback or items needing to be addressed for
safety. Measurable: Reports are saved on SharePoint and follow up documented for reference with 100% of all sites.

o Safety Representative & Supervisors:
Safety Representative will meet with supervisors regarding preventable injuries to explore the root cause and how
changes might be implemented to avoid that type of injury in the future. Measurable: P&R Safety Representative will
complete contact/discussion with supervisors for 90% of the injuries.

o Safety Representative
Information — education campaigns will be conducted for the top 3 types of accidents in Parks & Recreation/Human
Services/Preserve over the next 12 months: Slips — Trips — Falls, Inattention, and Over-Exertion. Measurable: All
staff will receive the information either at their work site or via electronic delivery for each campaign within year.

Annual Report, FY 2018/19 12
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Fire Department Action Plan

2019/20 Annual Safety and Health Program
Evaluation, Performance Objectives and Action Plan

ACTION PLAN

FD OSHATRENDS 2015-2018
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Trends

Injuries about the same as previous year. Restricted days slightly down.
Needlesticks increased

Slips, trips, and falls made up a large percentage of injury types

Strains were the most common injury experience, nearly 50% of the total

Goals Not Met from Prior Year

Utilized the Root Cause analysis form for all injuries that were deemed to be preventable and followed through on
the corrective actions identified by the investigative team.

Goals for This Year

e Conduct yearly Functional Movement Screenings on 85% of Sworn Fire personnel to identify
asymmetries which result in functional movement deficiencies.

e Provide Needle Stick Prevention retraining to 95% of sworn fire personnel.
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Police Department Action Plan

2019-20 Safety and Health Program
Evaluation, Performance Objectives and Action Plan

ACTION PLAN

PD OSHA TRENDS 2015-2018
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2015 2016 2017 2018
B # of Recordable injuries B Days Away M Days Restricted
Trends

e Both, lost workdays and restricted days increased
e Frequency of injuries and severity have gone up from last year

Goals Met Year to Date

e Utilized the Root Cause analysis form for the injuries that were deemed to be preventable and followed
through on the corrective actions identified by the investigative team.

e Assigned a representative that attended the monthly City Safety Team meeting.

Goals for 2019-20

e Review and monitor Ground Fighting training to determine if changes are needed and ensure injuries are
minimized

e Begin a Slips, Trips, and Falls publicity campaign to address this type of accident in the Police
Department. Used will be posters, flyers, videos, and newsletters.

Annual Report, FY 2018/19 17
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Public Works Safety Action Plan

2019/20 Annual Safety and Health Program
Evaluation, Performance Objectives and Action Plan

RECOMMENDED ACTION PLAN

PUBLIC WORKS OSHA TRENDS 2015-2018
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Trends

For calendar year 2019, Public Works experienced 41 OSHA recordable injuries. The most common injuries
were strains, contusions, and lacerations. Department breakout is as follows:

e Solid Waste: 17 injuries
e Fleet: 11 injuries
e  Streets/Signals: 7 injuries
e  Facilities: 4 injuries
° CPM: 1 injury

Goals for This Year

e Develop and implement a Slips, Trips, and Falls program to roll out to all Public Works
employees.

e The Fleet Department will establish an employee team to review injuries and accidents
associated with job positioning.

e Solid Waste will conduct a PPE review to identify if changes to equipment is warranted.

e  Public Works will ensure 100% compliance with the Respiratory Protection and Hearing
Conservation Programs.
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Water Resources Action Plan

2019/20 Annual Safety and Health Program
Evaluation, Performance Objectives and Action Plan

RECOMMENDED ACTION PLAN

WATER OPS OSHA TRENDS 2015-2018
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Trends

During calendar year 2018 Water Resources had seven OSHA recordable injuries. There were four contusions,
two strain/sprain, and one chemical exposure. Four of these injuries were deemed to be Preventable.

Goals for This Year

Goal No. 1 — Expand safety awareness within the Division, concentrating on the individual.

Objective 1A — Every WR employee has safety in their goals & objectives. WR will give employees
opportunities to meet/exceed their individual goals & objectives by providing opportunities for them to develop
and deliver Safety presentations in the monthly Division Safety meetings.

Objective 1B — The Water Resources Safety Committee will sponsor a Safety poster contest (with prizes)
for individuals and groups to design safety posters which can be printed and displayed throughout the Division.
Posters can be for all of Water Resources or for specific areas or plants.

Objective 1C — Complete the course of computer-based trainings begun in FY 18-19 which we can assign
to employees working night shifts and others who cannot attend the monthly Safety meetings at either Water
Operations or the Water Campus.

Goal No. 2 — Develop an awareness at all levels of the safety challenges experienced by
employees and supervisors in each work group throughout the Division. Concentrate on the education
and training of front-line supervisors and team leads

Objective 2A - Security, Safety & Training Coordinators will visit job sites to assist employees to understand
how safety in the field can be accomplished utilizing proper job setup techniques.

Objective 2B — Work closely with certain employee groups who have a much higher number of injuries and
accidents than the average for other groups. Provide Supervisors and Team Leads with additional tools to keep
their teams aware of common hazards in their specific work environment.

Objective 2C — Encourage Supervisors to institute regular “7-minute trainings/Tailgate talks” to address
specific hazards encountered by their employees by assigning individual employees to develop and present
these trainings on a rotating basis.
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Loss Trust Fund Annual Report
Self-Insured Medical and Dental Plans
FY 2018/19

Introduction:

Health benefits are a significant part of the City’s compensation package and are important in the
recruitment and retention of employees. Responsibility related to the self-insured medical and dental plans, including
rate determination and benefit offerings, lies with the City Council, City Manager, City Treasurer, and Human
Resources. This report is intended to provide a historical perspective concerning self-funding by the City as well as
information concerning current status of the self-insured plans.

Background:

The City has self-insured a portion of its medical and dental benefit plans since 1990. In January 2004, the City
expanded its self-insurance programs by introducing predominantly self-insured medical plans along with the already
self-insured dental plan. Operationally, a self-insured employer designs its own schedule of benefits, pays for those
benefits, and typically utilizes the services of an external organization to provide medical and utilization review
services, administer the plans and provide customer service. Since 2014 medical and dental claims and
administrative services have been performed by Cigna. There were four medical plans that were offered by the City
in FY 18/19. Two plans are identical with one plan utilizing the Open Access Plus (OAP) Network and one plan
utilizes the Local Plus Network, a narrower network of physicians/facilities. The discounts are more favorable with
the Local Plus plan which will result in a claims savings if employees are enrolled in that plan.

Cigna OAP In-Network — 68% of employees enrolled
This is an exclusive provider plan similar to an HMO; participants pay specific co-payment for services
with no deductibles or co-insurance. Employees may only use in-network providers, but do not need
referrals. There are no out-of-network benefits on this plan.

Cigna LocalPlus In-Network — 6% of employees enrolled
This is similar to the OAP In-Network plan; however, employees may only use LocalPlus in-network
providers, which includes Honor Health, Phoenix Children’s, Cigna Medical Group and Abrazo
providers. There are no out-of-network benefits on this plan.

Cigna OAP - 15% of employees enrolled
This is a hybrid preferred provider plan that features co-payments for primary care and
specialist office visits; deductibles for co-insurance payments for most other services
(laboratory, x-ray, hospitalizations, etc.). Employees have a choice of using either in or out-of-network
providers.

Cigna OAP + HSA - 11% of employees enrolled
This is a federally qualified high deductible health plan with an optional health savings account feature.
This plan offers in-network and out of network benefits, subject to annual deductibles and co-insurance
once deductibles are met. Employees have a choice of using either in or out-of-network providers.

After analyzing our claims data, Cigna has found that 33% of our population has a chronic disease, of which 57%
were engaged with the chronic coaching service. We carefully monitor our chronic diseases and our top disease
states continue to be high blood pressure, high cholesterol, obesity, depression, asthma and diabetes. Comorbid
members are those identified as having two or more chronic disease conditions. In FY 2018/19, our overall number of
comorbid members decreased from 1,949 to 1,830. Cigna provides $150,000 in a wellness fund to incentivize
employees towards healthy behaviors. We use these funds to target our top disease states and continue to see
increased participation in all of our class offerings, walking program and weight loss programs.This past fiscal year
we held around 200 classes for approximately 4,000 employees regarding financial education, budgeting, social
security, healthy cooking, exercise classes, weight watchers, stress and resilience, estate planning and retirement.
Over 500 employees took advantage of one-on-one consultations with Nationwide. We implemented a tobacco
surcharge in FY 2016/17 and will continue to have a surcharge in FY 2019/20. Additional strategies are outlined in
the Live Life Well section.

Annual Report, FY 2018/19 22



Cigna continues to reimburse the City 100% of any prescription rebates and they are paid on a quarterly basis. We
received $1.2 million in pharmacy reimbursements for July 1, 2018 — June 30, 2019.

Plan Performance and Actuarial Study:

The following table reflects revenues generated by internal funding rates and claim loss data for the fiscal year
ending June 30, 2019, for the self-insured medical plans.

Revenues (8) $30 M
Expenses (b) $28.3 M
$ Variance Favorable/ (Unfavorable) % $7M
Variance Favorable/ (Unfavorable) 5%

@ Includes amounts paid by the City, employees and PSPRS disabled retirees
®) Includes medical and prescription drug claim payments, administrative fees and city expenses

The loss ratio (expenses compared to revenue) over the past three years for active employees is as follows:

FY 2016/17 FY 2017/18 FY 2018/19
Cigna OAP In-Network 94% 107% 97%
Cigna LocalPlus In-Network Cigna n/a 76% 88%
OAP 79% 123% 110%
CignaHSA 50% 63% 48%
Overall (including city expenses) 91% 104% 95%

Each year an actuarial study is conducted to determine the accrued liabilities existing at year-end that carry-over into
the next fiscal year. A cash reserve is maintained against these estimated claims run-off liabilities, as well as to
provide for any reasonably expected increase in medical claims cost during the ensuing year.

Our Cigna PPO dental plan ran at a favorable 95% loss ratio in FY 18/19. Preventive dental is important to one’s
overall health. For FY 18/19, we removed the deductible for preventive cleanings. We also increased the out-of-
pocket maximum by $200 for each year a member receives their preventive cleaning. Those that had a preventive
cleaning in FY 18/19 will have their out-of-pocket maximum increase from $1,500 to $1,700. This out-of-pocket
will continue to increase each year until a maximum of 3 years, or a maximum out-of-pocket of $2,100 (assuming
members continue to receive their preventive cleaning).

Financial Limitations and Controls - Stop-Loss Coverage:

Under a self-insured arrangement the employer assumes financial risk for claims instead of paying a monthly
premium to a carrier who assumes the risk. However, in order to protect the plan from unpredictable,
catastrophic claims, an employer may purchase stop-loss insurance from a third party insurer for a fixed
premium rate. There are two types of stop loss insurance: Specific Stop-Loss coverage and Aggregate Stop-Loss
coverage. Specific stop-loss limits the employer’s liability to a predetermined dollar amount (the deductible) on
each covered participant in a fiscal year. Aggregate stop-loss protects an employer from total claims for all
participants that exceed the annual aggregate amount in a fiscal year.

The City carries Specific Stop-Loss coverage through Symetra Life Insurance Company which provides protection
against individual catastrophic claims that exceed $325,000 in a fiscal year. The City’'s premium for this protection
was approximately $650,000 in FY 18/19. There were two large claims which exceeded the stop loss and the City
received $100,000 in stop loss reimbursements. The City does not currently carry aggregate stop loss coverage
because the health care claims volume is large enough to be relatively predictable from year to year, making it
unlikely that the City would benefit from this protection.
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Large Claims

An important component of the self-insurance program is to identify potential large claims and to provide case
management assistance. When an individual participant has a condition that may approach the specific
deductible, the stop-loss carrier is notified so they can work with the claims administrator on case management. The
City incurred 31 catastrophic claims (over $100,000) that resulted in payment of around $5.5 million, or nearly 19% of
the City’s total medical plan payments for the year. Last year, the large claims accounted for 24% of total medical
plan payments.

Plan Demographics:

The following reflects medical plan enrollment at the beginning of FY 2018/19.

Employees/COBRA Disabled Total
Retirees
Cigna OAP In-Network
Individual Only 425 5 430
Individual & Children 246 5 251
Individual & Spouse 220 2 222
Individual & Family 521 2 523
Total 1,412 14 1,426
Cigna LocalPlus
Network
Individual Only 52 0 52
Individual & Children 11 0 11
Individual & Spouse 15 0 15
Individual & Family 39 0 39
Total 117 0 117
Cigna OAP
Individual Only 149 2 151
Individual & Children 41 2 43
Individual & Spouse 37 1 38
Individual & Family 84 2 86
Total 311 7 318
Cigna OAP + HSA
Individual Only 131 1 138
Individual & Children 37 0 37
Individual & Spouse 23 1 24
Individual & Family 46 0 46
Total 237 2 239

Employee Medical Rates

The plan experienced an approximate 6 percent rate increase for FY 2019/20. This included restoring the
contribution percentage split requested by Council in FY 2012/13 of 80 percent plan premiums paid by the city and
20 percent paid by the employee for employee only (OAP In-Network/LocalPlus Network plans; and 75 percent plan
premiums paid by the city and 25 percent paid by employees and their dependents. We continued the blood
pressure incentive of $20 per month for employees and $20 per month for spouses. Two new recommendations
were the Omada Diabetes Prevention Program (Omada) and Cigna One Guide (One Guide). Approximately 50
percent of our employee population is at risk for pre-diabetes, heart disease or other cardiovascular diseases. Pre-
diabetics cost our plan approximately $1,200 additionally in claims costs per year. Omada is an online delivery
platform that offers an effective solution for addressing the obesity and diabetes epidemics and is run through our
plan as a healthcare claim. By participating in the program, it is estimated that members will reduce their diabetes
risk by 30 percent.

One Guide is a customized concierge program to increase customer service and help employees (and family
members) make the most of their benefits. With 5,300 members enrolled in our various medical plans, there are
many different needs. Employees will continue to call HR/Benefits or utilize the myCigna app for benefit-related
questions.
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But, with One Guide, members will receive personalized assistance in finding specialized medical care, scheduling
appointments, obtaining prior authorizations, refilling medications, deciding which medical plan is optimal for them
during open enrollment, along with other tailored cost-savings opportunities and programs.

Disability Retiree Medical Rates — In January 2014, the City Council voted to eliminate the retiree medical
plans and continue to allow PSPRS disabled retirees to pay the full monthly premium for active employees instead
of the retiree rate. There were 23 disabled retirees enrolled in July 2019. We anticipated that these plans would
continue to run at a loss ratio. For FY 18/19 the funding loss ratio for the PSPRS disabled retirees was 171%.

Retirees paid $300,000 in premiums, but experienced $500,000 in claims.

The following table reflects the FY 2019/20 rate models for the self-insured medical and dental plans.

Monthly Benefit Premiums

July 1, 2018 to

June 30, 2019

Monthly Premium
Employees

Full Time Employee
(City Contribution)

City of Scottsdale Cigna OAP In-Network

Enrollee Only $666.00 $133.00 ($533.00)
Enrollee & Child(ren) $1208.00 $302.00 ($906.00)
Enrollee &
Spouse/Partner $1441.00 $360.00 ($1081.00)
Enrollee & Family $2069.00 $517.00 ($1552.00)

City of Scottsdale Cigna LocalPlus In-Network

Enrollee Only $603 $121 ($482.00)
Enrollee & Child(ren) $1093 $273 ($820.00)
Spoufg/rg;'retﬁf; $1304 $326 ($978.00)
Enrollee & Family $1873 $468 ($1405.00)
City of Scottsdale Cigna OAP
Enrollee Only $582.00 $93.00 ($489.00)
Enrollee & Child(ren) $1058.00 $222.00 ($836.00)
Spougglrggretﬁf; $1261.00 $265.00 ($996.00)
Enrollee & Family $1811.00 $380.00 ($1431.00)
City of Scottsdale Cigna OAP + HSA
Enrollee Only $557.00 $56.00 ($501.00)
Enrollee & Child(ren) $1011.00 $172.00 ($839.00)
Spoufglrggretﬁf; $1206.00 $217.00 ($989.00)
Enrollee & Family $1731.00 $346.00 ($1385.00)
Cigna PPO Dental
Enrollee Only $41.58 $5.18 ($36.40)
Enrollee & Child(ren) $74.82 $34.28 ($40.54)
Spou'szglrg;'ﬁﬁg $91.44 $48.82 ($42.62)
Enrollee & Family $123.70 $77.96 ($45.74)
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Cost Sharing Components — Self-Insured Medical Plans:

An important component of a self-insured program is plan design. Under a self-insured plan, the employer designs
the schedules of benefits for participating employees. A successful plan design will incorporate cost sharing
features between the employee and employer in order to maintain plan affordability and equity. Additionally, a self-
insured plan should be designed to provide employees an incentive to be careful health care consumers and
encourage wellness and prevention.

Live Life Well

The City realizes that the health of employees and family members and their willingness to adopt healthier lifestyles
are major factors influencing health care costs. As such, the City has developed a workplace health promotion
program called Live Life Well. The program, modeled after the Wellness Council of America’s Well Workplace
initiative and Healthy Arizona Worksites, promotes healthy lifestyles through wellness education and participation
in results-oriented projects. The Live Life Well program is a key component to helping achieve the City’s
organizational wellness goals and create a long-term culture of good health. The City firmly believes that investing
in wellness pays dividends in decreased health care costs, increased productivity, improved customer service,
recruiting and retention and better job satisfaction.

Through the efforts of Live Life Well and city employees, the city has been recognized for its commitment to a healthy
workforce. Awards include: One of the valley’s healthiest employers for the past seven years by the Phoenix
Business Journal; American Heart Association's Fit Friendly Gold Award for the fifth straight year; Cigna’s Well-Being
Award the last three out of four years; Official Gold Seal of Good Health Keeping from Wellness Council of Arizona
for the past three years.

Two committees are responsible for the administration of the Live Life Well program: the Benefit
Coordinating Committee (BCC) and the Total Benefits Advisory Committee (TBAC). The Benefit
Coordinating Committee, comprised of upper level managerial employees, provides program oversight and strategic
direction. TBAC is a larger employee group that consists of a cross-section of all City divisions. The primary goals
are to develop, educate and communicate benefit information and wellness programs consistently throughout the
organization.

Specific strategies employed include:

e Biometric screenings - annual biometric screenings through an employee’s Primary Care Physician or on-site
screenings with an HRA (health risk assessment) which provides baseline information on the health of the
City’s employee population. Employees receive specific information concerning their health status, establish
an important relationship with their Primary Care Physician, and the City receives aggregate information to
help identify specific wellness program needs. FY 2018/19 achieved 50% employee participation. The incentive
given is $120 per employee for single coverage and $240 per employee for dependent coverage.

e Blood pressure incentive - due to 11% of our population experiencing high blood pressure, we
introduced and continue to offer an outcomes-based incentive focusing on blood pressure. Employees who had
their blood pressure verified at >140/90 and completed the health risk assessment received a $10 per paycheck
discount. For FY 18/19 we extended this incentive to spouses.

e Tobacco surcharge — employees who self disclose they use tobacco and/or their dependent uses tobacco
are charged $10 per pay check, $20 per month.

e Centers of Excellence incentive - members who have certain procedures (back, knee, cardiac,
pregnancy, bariatric) at a Centers of Excellence facility, receive a $250 incentive. The Centers of
Excellence have earned a top rating for cost and health outcomes based on industry standards. Data reviewed
includes, patient experience, cost, re-admissions, complications, related deaths and average length of stays.
Preventive Dental - removed the $50 deductible on cleanings.

Wellness classes - walking and weight loss programs, tobacco cessation, fithess, health and cooking education
classes. Employees who complete a health coaching goal where they speak on-line or on the phone with a
health coach (through Cigna) regarding a variety of topics including tobacco cessation, weight loss, nutrition,
exercise and depression receive $25 incentive after completion.

e Mental Health — This upcoming year we are emphasizing mental health. We are incorporating mindfulness
techniques, meditation and additional yoga classes. We also are training certain managers and supervisors on
‘mental health first aid’. This will assist them to identify, understand and respond to signs of mental iliness and
substance abuse disorders.

e Financial Wellness — We have several vendors come on-site to discuss budgeting, retirement, women and
retirement, wills and trusts, investing and saving for emergencies.

Benefit newsletter - emailed to employee and spouse’s home email addresses to reach more family members.
Benefit bulletin — a bi-weekly online email regarding various benefit and wellness topics is sent to all employees.
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FY 2018/19 Financial Position of the Trust

The Healthcare Self-Insurance Fund Five Year Financial Forecast on the following page reflects an actual FY
2018/19 ending fund balance of $11.5 million. The fund balance includes a Healthcare Claims Reserve designation
in case medical claims are substantially greater than anticipated. Each year claims are projected through the
Insurance Brokers Analysis of the City’s historical claims and the claims experience of hundreds of other business
entities across the nation. This results in a per employee per month projection of medical claims that will be
presented for payment during the 12-month cycle. The resulting total annual projected claims are then funded by
setting the contributions of the insured members and the City’s contribution to equal the total estimated claims
expenses.

The Risk Management Fund Five-Year Financial Forecast, as shown on the last page, rely on an actuary to: 1)
estimate outstanding losses; 2) project the development of existing losses to the ultimate final cost; 3) project losses
to be paid during the fiscal year; and 4) recommend fund balances.

Unlike the Healthcare Self-Insurance Fund where health plans are funded each year based on the anticipated
medical claims that will be presented that year, the Risk Management Fund must account for “Long-Tail” liability
claims. These are claims that have long periods of time between the date of the loss and the final full settlement.

For example, a liability claim for a trip and fall might not be reported for six months or result in a lawsuit for up to one
year. Thereafter, expenses for defense might linger for two or more years until the matter goes to trial or is ultimately
settled. The Arizona Workers’ Compensation law allows for continuing medical treatment for work related injuries for
life. Therefore, old claims can be dormant but reopen for further treatment anytime resulting in a string of medical
and lost income payments over time. In addition, loss of earning capacity is awarded for some work-related
disabilities and is replacement income that is paid monthly for the life of the claimant.

Each year the Risk Management Fund’s ending fund balance is compared to the actuary’s projected amount of funds
needed to ultimately close all outstanding self-insured claims. The actuary’s projection is completed after the close of
the fiscal year so that it captures all the new claims that occurred during the fiscal year. The actuary applies a variety
of mathematical methods to historical loss information to develop the projected funding needed to settle all
outstanding claims. The annual actuarial study provides a table of projected ultimate losses at various confidence
levels. The Loss Trust Fund Board has selected the actuary 85% confidence interval as a target for funding each
year. The 85% confidence level can be looked at like an 85% probability that funding will be enough to ultimately
settle all claims.

The Actuarial Assessments at various confidence levels are summarized at the bottom of the Risk Management
Fund Five-Year Financial Forecast, with the 85% confidence level highlighted. The total ending fund balance for
Actual 2018/19 is $22.2 million. This balance achieved an 80% confidence level when compared to the June 30,
2019 Actuary Report. The same June 30, 2019 Actuary Report is then used to update the confidence levels that
were used from the June 30, 2018 Actuary Report for the Adopted FY 2019/20. The updated confidence levels are
reflected in Approved 2019/20.

In conclusion, the Risk Management Fund ending balance for FY 2018/19 is adequately funded per the actuary’s
80% confidence level. However, the balance is not funded at the 85% confidence level that the Loss Trust Fund
Board has set for a target. It is anticipated that FY 2019/20 will achieve the updated, targeted 85% confidence level.
Future budgets will be designed to ensure the most recent published 85% confidence level projection is met.
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November 14, 2019

To:  The Honorable Mayor and City Council

Re:  Report and Recommendations from the Advisory Trustees of the Loss Trust Fund

Scottsdale Revised Code 2-171 requires that the Loss Trust Fund Advisory Trustees are
required to meet at least once per year and submit a report to the City Council regarding
the status of the Loss Trust Fund. During FY 2018/19. The Loss Trust Fund board met on
November 7, 2018 and February 13, 2018. This memo serves as the Trustees’ required
report for the fiscal year ending June 30, 2019 as discussed during the Loss Trust Fund
board meeting held on November 13, 2019.

The FY 2018/19 Risk Management Annual Report is attached, which contains the
statistical and financial details of the Loss Trust Fund as of June 30,2019.

Risk Management Fund

The FY 2018/19 Risk Management Fund ending balance of $21.1 million has reached the
actuary 80% confidence level. The Loss Trust Fund Advisory Board has recommended
that the fund balance be maintained at no less than the actuarial 85% confidence level,
which was not achieved for FY 2018/19. However, budget development for FY 2019-20
is designed to meet the 85% confidence interval at year end.

The Advisory Trustees concluded that as of June 30, 2019, the Risk Management portion
of the Loss Trust Fund (General Liability, Workers’ Compensation, Vehicle Liability,
Vehicle Physical Damage and Property claims) is adequately funded to address future
financial claim obligations.

Self-Insured Group Health Fund

The Healthcare Self-Insurance Fund ending balance for FY 2018/19 is $8.9 million of
reserve. The City uses an internal calculation to determine an appropriate fund balance,
which includes a reserve for large claims beyond what was anticipated, and a 30-day
reserve for incurred but not reported (IBNR) claims. The Healthcare Self-Insurance Fund
ending balance historically has met the large claims and IBNR reserve needs. The excess
per person insurance or “Stop Loss” minimizes any affect a large loss might have and the
projections for total uses and sources are relatively stable.



Ongoing Financial Controls

The Advisory Trustees also wish to advise that the financial status of the Loss Trust Fund
is regularly monitored and updated by the City Treasurer’s and City Attorney’s staff. The
Board is confident that any material changes identified during the fiscal year will be
reported to the Board and City Council timely.

Respectfully submitted this 14" day of November 2019.

Richard O’Connor, Chairman
Loss Trust Fund Board Advisory Trustees



	11-13-19-amended-agenda
	Annual Report FINAL
	Cost of Risk
	WC_Charts
	GL_Charts
	Medical Bill Review Savings
	Subrogation Recoveries
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page

	2018-19 Trustee Fund Status_

