Council Meeting of
November 10, 2009

Honorable Mayor and Members
Of the City Council

City Hall

Torrance, California

Members of the Council:

SUBJECT: Human Resources — Approve the purchase of group term
life/laccidental death & dismemberment, voluntary life, short-
term and long-term disability, and group dental insurance.

Expenditure: $709,497 per year for life/AD&D and disability
programs
$1,114,192 per year for dental insurance program

RECOMMENDATION

Recommendation of the Human Resources Director that the City Council
approve the selection of The Standard Insurance Company as the insurer for
group term life/accidental death and dismemberment (life/AD&D), voluntary life,
group short and long term disability (STD and LTD), and the renewal of Delta
Dental as the insurer for group dental insurance, with an effective date of
January 1, 2010 for all coverage, as follows:

a) The Standard Insurance Company Term Life/AD&D at $0.137 per $1000
of coverage, Short Term Disability (STD) at $0.566 per $100 of covered
payroll, and Long Term Disability (LTD) at $0.429 per $100 of covered
payroll. These rates are guaranteed until December 31, 2012.

b) Dental renewal rates with the current carrier, Delta Dental, at $38.22 for
single coverage, $76.44 two-party and $131.87 family coverage for the
Dental Preferred Option (DPO) program; and $17.47 for single, $31.54
two-party and $46.64 for the Dental Health Maintenance (DHMO) program
until December 31, 2010.

¢) Authorize the issuance of a binder payment for an amount equivalent to
one month’s premium in order to implement these programs.
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Funding

Funding is available in the 2009-2011 operating budget in each
department.

BACKGROUND

In 2007, the City Council approved the selection of Mutual of Omaha as
the insurer to provide group term Life/AD&D and voluntary life, and short-
term and long-term disability insurance for eligible employees. The
current rates for these policies will expire on December 31, 2009. Mutual
of Omaha proposed to extend the rates with no increase for the year
2010. The Human Resources Department worked with Wells Fargo
Insurance Services, an employee benefits consultant, to competitively
market these insurance policies for coverage effective January 1, 2010.
The employee pool covered by these policies is shown in the attached
chart (Attachment A).

In 2006, the City Council approved Delta Dental as the carrier for the
dental insurance program for eligible employees. The current rates expire
on December 31, 2009, and the carrier proposed renewal rates for
January 1, 2010.

ANALYSIS

Fourteen carriers were invited to quote in the marketing process for life
and disability insurance, nine responded and five declined. The list of
carriers is shown in attachment B. The quotes from five of the carriers
were very competitive, and three were not. The current carrier was
included in the selection process. The annual costs quoted by the carriers
are shown in attachment C. Factors considered to identify the finalists
were:

Competitive Rates

Financial Ratings

Retention of Existing Policy Provisions
Customer Service

Responsiveness

Claim Handling

References/Renewal Potential



Based on the competitiveness of rates, financial ratings and retention of
existing policy provisions, CIGNA, Lincoln Financial and Standard
Insurance, were identified as the finalists (Attachment D and E).
Attachment D summarizes the total annual cost quoted by the finalists,
and attachment E is a summary of the references obtained. In addition,
the aggregate of all other information obtained during this process led to
the following conclusions:

¢ CIGNA and Standard offered the most competitive quotes. As
compared with the current carrier, CIGNA proposed a quote 22.5%
or $206,454 lower than the current carrier’s proposal, Lincoln
Financial proposed a quote 19.3% or $176,574 below the current
carrier's quote, and Standard’s final quote was 22.6% or $206,591
below the current carrier’s quote (Note: Standard revised their
proposal from a total annual cost of $729,726 to $709,634
subsequent to their original submittal).

o Financial ratings for CIGNA and Standard were the stronger among
the three finalists.

¢ Lincoln Financial offered an enhancement under the term life
provision for travel assistance, and an additional benefit payable to
the beneficiary for child care and spouse re-training under the
AD&D provisions. CIGNA offered an enhancement under the AD&D
provision of the term life policy for secure travel. Standard offered
several enhancements to both, the term life and the AD&D
provisions, including extended age limit for waiver of premium, a
higher additional benefit payable to the beneficiary for child care,
spouse retraining, higher education, seatbelt and occupational
assault, as compared with CIGNA.

¢ Standard offered greater flexibility than CIGNA and Lincoln
Financial for employees to purchase supplemental life coverage for
spouse and children. Attachment F shows a summary comparison
of benefits.

e Standard included the services of an on-site vocational specialist to
assist in the return to work process at no additional cost.

o References were checked for CIGNA and Standard. The responses
reflected most favorably on both carriers.

Employee Association representatives participated in two information and
discussion meetings prior to final selection, on October 2, 2009 and
October 21, 2009 (Attachment G). The employee association
representatives in attendance supported the selection of Standard.

Delta Dental proposed renewal rates for 2010 with a 4% increase for the
DPO plan ($40,509 increased annual cost), and 2.5% increase for the



DHMO plan ($1,481 increased annual cost). The rates are guaranteed for
one year, until December 31, 2010 (Attachment H). These rates are
recommended for approval in light of the following factors:

e The increase is based on the utilization and trend increase for this
type of coverage. The increase is within the industry trend for
dental coverage.

e Delta has a A- or Excellent rating by A.M. Best.

e Delta provides a large network of dentists locally.

e Delta has provided satisfactory services to date.

Respectfully submitted,

Elaine M. Winer
Human Resources Director

)\/», . . C/ :/'f/ i
[éyta O. Fuentes
Human Resources Manager

CONCUR:

" Elaine M. Winer
Human Resources Director

City Manager

Attachments:

Attachment A — Employee Coverage by Group
Attachment B — Carriers Requested to Quote
Attachment C — Proposed Annual Cost by Carriers
Attachment D — Revised Quotes and Financial Ratings
Attachment E — References

Attachment F — Benefit Comparison

Attachment G — Insurance Meetings

Attachment H — 2010 Dental Renewal Rates



EMPLOYEE COVERAGE BY GROUP

ATTACHMENT A

Engineers (EA) Covered Covered $50,000
Fire (FA) N/A N/A $50,000
Police (PA) N/A N/A $50,000
Torrance City Employees Association (CE) Covered Covered $50,000
Torrance Fire Chief Officers Association (Fire Covered Covered $50,000
Battalion Chiefs) (FB) .

Torrance Fiscal Employees Association (FS) Covered Covered $50,000
Torrance Library Employees Association (LA) Covered Covered $50,000
Torrance Municipal Employees - AFSCME (AF) Covered Covered $50,000
Non-represented (EY) Covered Covered $50,000
Torrance Police Commanders Association (Police N/A N/A $50,000
Lieutenants) (PL)

Torrance Professional & Supervisory Employees Covered Covered $50,000
Association (MM}

Torrance Professional Park & Recreation Covered Covered $50,000
Employees Organization (CR)

Fire Division Chief (MSF) Covered Covered $100,000
Management (ME) Covered Covered $100,000
Safety Management (MS) (Police Captains) (Fire N/A N/A $100,000
Division Chief)

City Council (CC) N/A N/A $200,000
Executives (EX) Covered Covered $200,000







ATTACHMENT B

CARRIERS REQUESTED TO QUOTE

Life/AD&D, Vol Life, STD, LTD Marketing - City of Torrance

Carrier Response
Aetna Declined - Not competitive
Assurant Declined - Not competitive
Anthem Blue Cross Declined - Not competitive

,’ Cigna : | uoted - Included in Presir—;-ntgtic;g;;
Guardian Declined - Not competitive

Linciofhf‘:f}(l“-’"(iﬁaﬁcia't o ngftjed - Included in Presentation

Met Life Quoted - Not Competitive

Mutuai of Omaha s In Force - Shown in Presentation o
Principal Declined - Not competitive

Reliance Standard Quoted - Not Competitive

Standard | Quoted- Included in Presentat

Sun Life Quoted - Not Competitive

UNUM inciuéed in Preseptatioh ;
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ATTACHMENT E

REFERENCES

o

Standard Reference

City of Long Beach (10+)

Exceeds Expectations

City of Thousand Oaks

Exceeds ++ Expectations

City of Manhattan Beach

Exceeds Expectations

A Reference

City of San Rafael (6 Years)

. Exceeds Expectations

City of Pasadena (4 Years + 3)

Meets to Exceeds Expectations

City of La Mesa (Implemenation)

Exceeds Expectations
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ATTACHMENT F
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October 2, 2009

Attendees
Cindy Rosell

Jeannie Moorman

Carl Kaemerle

Bill Byron

Leyta Fuentes
Aram Chaparyan
Samantha Elmer

Randall Sellers

October 21, 2009

Attendees

Curt Dittman
Jeannie Moorman
Beth L’Argent

Bill Byron

Debbie Collins
Aram Chaparyan
Leyta Fuentes
Samantha Elmer

Randall Sellers
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ATTACHMENT G

Insurance Meetings

Association/Department

Torrance City Employees Association (TCEA)
Torrance Municipal Employees (TME-AFSCME)

Torrance Professional Parks and Recreation Employees Organization
(TPPREO)

Torrance Professional and Supervisory Association (TPSA)
Human Resources

City Manager’s Office

Human Resources

Human Resources

Association/Department

Engineers/Torrance Fiscal Employees

Torrance Municipal Employees (TME-AFSCME)

Torrance Municipal Employees (TME-AFSCME)

Torrance Professional and Supervisory Association (TPSA)
Torrance City Employees Association (TCEA)

City Manager’s Office

Human Resources

Human Resources

Human Resources
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2010 Dental Renewal Rates

ATTACHMENT H

CITY OF TORRANCE
pi JANUARY 1, 2010 RENEWAL v ,y .
Plan # of Employees Current Renewal
Delta Dental - DPO :
Single 490 $36.75 $38.22
Two Party 360 $73.50 $76.44
Family 315 $126.80 $131.87
Total Monthly $84,410 $87,785
Total Annual $1,012,914 $1,053,423
$ Difference $40,509
% Difference 4.0%
DeltaCare - PMI
Single 38 $17.20 $17.47
Two Party 36 $30.73 $31.54
Family 70 $45.44 $46.64
Total Monthly $4,941 $5,064
Total Annual $59,288 $60,769
$ Difference $1,481
% Difference 2.5%




