Health Insurance Fund

MISSION STATEMENT

It is the mission of the Health Insurance Fund is to provide health insurance benefits for City employees, City retirees,
and outside participants through a self-insured plan (since 1978) financed by employer and partial premiums for
employees in addition to those by retirees and outside participants.

PRIMARY FUNCTIONS/FUND HIGHLIGHTS
The primary function of the health insurance fund is to account for all health insurance costs including medical dental
expenses, administrative expenses and excess coverage policies.

With health insurance costs continuing to escalate as a percentage of the City’s cost of doing business, the City refined
its traditional PPO plan and introduced a new health savings account (HSA) offering in 2007. A multi-year schedule
designed to increase employee deductibles and co-pays was approved. For 2009, the City secured new agreements for
the dental, life insurance, health savings account, and flex care programs. In 2011, a change in network and third party
administrators saved additional funds. With these changes, the City continues to offer its employees excellent health
insurance at a reasonable cost.

The City will work to maintain a 25% reserve for this fund.

HEALTH INSURANCE FUND BUDGET SUMMARY

2011 2012 2013 2014 INCREASE
APPROPRIATION ACTUAL ACTUAL BUDGET BUDGET  (DECREASE)
CONTRACTUAL $18,109,845 $18,222,702 $21,627,400 $20,326,300  ($1,301,100)
SUPPLIES 16,513 0 500 500 0
OTHER EXPENSE 1,212,100 155,360 179,075 171,340 (7,735)
TOTAL $19,338,458 $18,378,062 $21,806,975 $20,498,140  ($1,308,835)

2011 2012 2013 2014 INCREASE
FUNDING SOURCE ACTUAL ACTUAL BUDGET BUDGET  (DECREASE)
EMPLOYER PREMIUMS ~ $17,044,452 $18,230,923 $18,839,081 $17,431,828 ($1,407,253)
EMPLOYEE PREMIUMS 1,067,685 1,075,245 1,094,665 1,226,316 131,651
RETIREES 2,269,368 2,081,298 1,987,990 1,906,974 (81,016)
OTHER 341,126 740,883 (112,000) (70,000) 42,000
INTEREST INCOME 241,958 117,800 78,200 84,200 6,000
TOTAL $20,964,589 $22,246,149 $21,887,936 $20,579,318  ($1,308,618)

BUDGET HIGHLIGHTS

e Areduction in overall expenses reflects the continued impact of the decision to implement Blue Cross Blue Shield as
both network and third party administrator. Wellness efforts are also impacting claims expenses.
e Revenue reflects a 5% reduction in premiums from 2013, and changes in coverage elections from year to year.



Health Insurance Fund
HEALTH INSURANCE FUND FIVE YEAR FINANCIAL FORECAST (IN 000'S)

2015 2016 2017 2018 2019
Revenues $21,512 $22,469 $23,473 $24,526 $25,629
Expenses 21,506 22,560 23,667 24,829 26,049
Excess (Deficit) 6 (91) 194 303 420
Beginning Balance 5,692 5,698 5,607 5,413 5,110
Ending Balance 5,698 5,607 5,413 5,110 $4,690
Rate Increase 5.0 5.0 5.0 5.0 5.0
Reserve Percentage 26.5 25.3 23.7 21.8 19.6

The 2015-2019 five year plan assumes that medical costs will increase up t010% annually and that the revenue mix of
employer, employee, and third party contributions will continue to evolve in order to continue a financially viable plan.
Revenue increases are anticipated to be 5% to 10% per year for 2015-2019. As information evolves about the new

federal health insurance program, changes will be made to the City’s program. Those changes are anticipated to add
cost to the City’s plan.



CITY OF ROCKFORD
NEXT YEAR/CURRENT YEAR BUDGET ANALYSIS

HEALTH INSURANCE FUND

2012 2013 2014 CHANGE
ACTUAL BUDGET BUDGET 14-13

72211 Printing 1,718 500 - (500)
72212 Postage - 1,500 2,000 500
72215 Dues - 4,000 4,000 -
72218 Service Contracts 29,230 87,000 92,000 5,000
72221 Admin Service Fee 716,772 762,500 787,300 24,800
72222 Medical Claims 12,843,702 15,352,000 14,200,000 (1,152,000)
72223 Dental 1,173,884 1,222,000 1,200,000 (22,000)
72224 Life Insurance 279 - - -
72234 Pharmacy 2,497,944 3,089,000 3,030,000 (59,000)
72241 Insurance 844,130 981,400 895,000 (86,400)
72282 Audit 1,041 1,000 1,000 -
72284 Medical Fees - 12,500 - (12,500)
72288 Miscellaneous Prof Fee - 4,000 - (4,000)
72292 Consulting Fee 114,002 110,000 115,000 5,000
72299 Miscellaneous Cont - - - -
TOTAL CONTRACTUAL 18,222,702 21,627,400 20,326,300 (1,301,100)
75560 Office Supplies - 500 500 -
TOTAL SUPPLIES - 500 500 -

77725 Purchase of Services 155,360 179,075 171,340 (7,735)
TOTAL OTHER 155,360 179,075 171,340 (7,735)
TOTAL HEALTH

INSURANCE FUND 18,378,062 21,806,975 20,498,140 (1,308,835)



