Council Meeting of
October 11, 2011

Honorable Mayor and Members
Of the City Council

City Hall

Torrance, California

Members of the Council:

SUBJECT: Human Resources — Approve Renewal Rates for Short Term and
Long Term Disability Insurance

Expenditure: $518,698 per year for short term and long term
disability insurance

RECOMMENDATION

Recommendation of the Acting Human Resources Director that the City Council
approve renewal rates for Short-Term Disability (STD) at $0.665 per $100 of
covered payroll, and Long-Term Disability (LTD) at $0.429 per $100 of covered
payroll with the current carrier, The Standard Insurance Company, beginning
January 1, 2012 until December 31, 2012; for a total expenditure of $518,698 per
year.

Funding
Funding is available in the 2011-2012 operating budget in each department.

BACKGROUND

Since January 1, 2010, The Standard Insurance Company has been the insurer
providing group short-term (STD) and long term-disability (LTD) for employees, as
approved by the City Council on November 10, 2009. Both policies expire on
December 31, 2011; therefore, staff requested that the carrier propose renewal
rates as it is necessary to maintain coverage for employees without interruption of
benefits.

ANALYSIS

The Standard reviewed the City’s claims experience for the previous 16 months, as
rates are affected by the number and length of claims paid by the carrier. The
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short-term disability program showed a higher utilization during 2010-11 (19
months) as compared with earlier periods in 2007-2009 (Attachment A). The
Standard Insurance Company proposed renewal rates for 2012 after extended
negotiations (Attachment C), at a 17.49% increase for STD from $0.566 to $0.665
per $100 of covered payroll, and no increase (0%) for LTD with rates remaining at
$0.429 per $100 of covered payroll. The additional annual cost for the short-term
disability program would be $47,069. The annual cost for STD is $316,167 and the
annual cost for LTD is $202,531. The rates are guaranteed for one year, until
December 31, 2012.

Due to the high utilization of the program, primarily short-term disability, it is
unlikely that other carriers would provide more competitive rates for 2012. The final
renewal rate proposed by the Standard was in-part motivated by the interest in a
long-term relationship with the City. Claim experience will continue to be reviewed
by staff anticipating the marketing of these policies for 2013 renewal.

Respectfully submitted,

LEYTA O. FUENTES
HUMAN RESOURCES MANAGER

By ;’«/”Q“’%é% LA, 9’ O,

ucy Cdelho-LaFreniere
Sr. Human Resources Analyst

CONCUR:
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Melody Lawrence
Acting Hurhan Resources Director
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LeRoy &2, székson
City Manager

Attachments:

Attachment A — Standard STD Experience Comparison
Attachment B — Standard STD Renewal Rates
Attachment C — Standard STD Rate Progression



ATTACHMENT A
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ATTACHMENT B
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ATTACHMENT C
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