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ITEM 1



Agenda

• Historical perspective

• 2012 Renewal Strategy

• Benchmark Data

• Recommendations for 2012

• Future considerations

• Request Approval of Staff’s 

Recommendations by Executive Personnel & 

Compensation Committee

• Questions 
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HISTORICAL 

PERSPECTIVE:

MEDICAL COSTS



Perspective 2003 - 2011

-4%

-2%

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

2003 2004 2005 2006 2007 2008 2009 2010 2011

Airport Authority Medical Plan Historical % 
increase/decrease through 2011

SD Region 

Average 

increase

12.5%

SDCRAA 

Average 

incr 8.5%

4



2012 RENEWAL

STRATEGY



Health Plan Large Claim 

Experience - 12 Month Comparison

PPO

• 2010/11 - 6 claims totaled $960,000

• Compares to $150,000 from previous 

period

HMO

• 2010/11 – 2 claims totaled $146,000

• Compares to $434,000 from previous 

year

6



Health Plan Strategy

Selected “no bid” strategy due to two 

primary/driving factors:

•Below market renewal rate from 

existing carrier

•Large claims experience
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Employee Benefit Task Force 

(EBTF) Chartered

Purpose:

Identify a way forward with offering employees 

benefits that provide quality care at a 

sustainable price.  The program should also 

be able to support the Authority in attracting 

and retaining the best and brightest 

employees.  The budgetary commitment is 

that employee benefits cost would not 

increase greater than 14% in FY2012.
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Task Force Composition and 

Meetings

• EBTF chartered by President/CEO in April 2011 consisting of:

– 14 voting team members; 3 support team members; and 1 

Executive Team Sponsor; 

• Initial focus on health/welfare plan renewals

• Subsequent focus on pension plan

• Met on 10 occasions over 4 months to: 

– Receive presentations from Authority’s consultants (Alliant 

Insurance) and various providers to: 

• Educate members on market conditions, 

• Review health care reform factors, 

• Available health plans

– Evaluate options

– Develop recommendations to Executive Team

• Recommendations made to Executive Team on August 26, 2011
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BENCHMARK 

DATA



Benchmark Data
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Benchmark Data

EMPLOYER EMPLOYER EMPLOYEE EMPLOYEE TOTAL EMPLOYEE

HMO PREMIUMS MONTHLY ANNUAL MONTHLY ANNUAL ANNUAL %

SDCRAA

Employee Only $467 $5,608 $0 $0 $5,608 0%

Employee & Family $917 $11,004 $368 $4,415 $15,420 29%

SURVEY

Employee Only $327 $3,924 $56 $672 $4,596 15%

Employee & Family $802 $9,624 $408 $4,896 $14,520 34%

PUBLIC ENTITIES

Employee Only $497 $5,964 $0 $0 $5,964 0%

Employee & Family $984 $11,808 $296 $3,552 $15,360 23%

EMPLOYER EMPLOYER EMPLOYEE EMPLOYEE TOTAL EMPLOYEE

PPO PREMIUMS MONTHLY ANNUAL MONTHLY ANNUAL ANNUAL %

SDCRAA

Employee Only $748 $8,972 $0 $0 $8,972 0%

Employee & Family $1,533 $18,392 $353 $4,239 $22,631 19%

SURVEY

Employee Only $365 $4,380 $67 $804 $5,184 16%

Employee & Family $989 $11,868 $390 $4,680 $16,548 28%

PUBLIC ENTITIES

Employee Only $568 $6,816 $213 $2,556 $9,372 27%

Employee & Family $1,062 $12,744 $1,369 $16,428 $29,172 56%

CONTRIBUTIONS PREMIUMS

SDCRAA’s 2011 HMO Employee Only total cost is $467.32 

SDCRAA’s 2011 PPO Employee Only total cost is $747.68.

Benefit Survey: Medical HMO & PPO Premium Contributions



Benchmarking

In Network Out of Network In Network Out of Network In Network Out of Network
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Benchmark Data
The healthcare legislation could require changes to long-term strategies of 

companies that provide healthcare benefits to employees and retirees.  Over 

the coming years, executives will face numerous decisions about healthcare for 

employees. 

Companies faced with soaring increases in health care costs are taking the 

lead in the battle to contain them. Employers looking to reduce benefit 

expenses are more likely to try and lower cost for the benefits they are offering 

rather than a reduction in benefits offered.

Possible Recommendations

Average 

Ranking 

Order

Reduce level of coverage within selected benefits 1

Shift costs to employees for all or selected benefits (PPO buy-up) 2

Add benefits, but only as voluntary products 3

Use online/self-service to lower administration costs 4

Reduce range of benefits offered 5



RENEWAL 

RECOMMENDATIONS



Total Gross Cost of Renewal 

Recommendations (employee cost included)
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Current Original Renewal 

Quotes

Recommended 

Renewal Costs

$4,341,743 $4,909,591 $4,705,867

Total % Increase 13.1% 8.4%



Total Authority Net Cost of 

Renewal Recommendations
(excludes employee contributions)
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Authority 

Annual Cost 

of Proposed 

Renewals

Authority $ 

Difference

from Current

($3,719,700)

Authority % 

Difference

from Current

Renewal $4,003,718 $284,018 7.6%



Perspective:  2003 - 2012
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Recommended Medical Plans’ 

Cost

Anthem 
Blue 
Cross 
HMO

2011 2012

Number 
of 

Enrollees
HMO Total Cost

Original 
Anthem 
Renewal

After 
Alliant 

Negotiation
Savings

EBTF 
Recommendation:

Plan Design
Change to 
Option #1

Additional
Savings

Total 
Combined 

Savings
Over

Renewal

199

$1,964,746 $2,269,282 $2,180,681

-$88,601

$2,168,519

-$12,162 -$100,763% Savings from Current
15.5% 11.0% 10.4%

$ Savings from Current
$304,536 $215,935 $203,773

Anthem 
Blue 
Cross 
PPO

2011 2012

Number 
of 

Enrollees
PPO Total Cost

Original 
Anthem 
Renewal

After 
Alliant 

Negotiation
Savings

EBTF 
Recommendation:

Plan Design
Change to 
Option #2

Additional 
Savings

Total 
Combined 

Savings
Over

Renewal

138

$1,702,886 $1,920,855 $1,889,535

-$31,320

$1,804,817

-$84,718 -$116,038% Savings from Current
12.8% 11.0% 6.0%

$ Savings from Current
$217,969 $186,649 $101,931
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Dental and Vision Plan 

Recommendations Cost’s

Delta 
Dental
Plans

2011 2012

Number 
of 

Enrollees
Dental Total Cost

Original 
Delta

Renewal

After 
Alliant 

Negotiation
Savings

EBTF 
Recommendation:

No Plan Design
Change

Additional 
Savings

Total 
Combined 

Savings
Over

Renewal

366

$322,327 $366,403 $351,882

-$14,521

$351,882

$0 -$14,521% Savings from Current 13.7% 9.2% 9.2%

$ Savings from Current $44,076 $29,555 $29,555

Vision Service Plan

2011 2012

Number 
of 

Enrollees
VisionTotal Cost

Original 
VSP

Renewal

After 
Alliant 

Negotiation
Savings

EBTF 
Recommendation:

Plan Design
Change Option #1

Additional 
Savings

Total 
Combined 

Savings
Over

Renewal

218

$42,485 $48,560 $48,560

$0

$37,868

-$10,692 -$10,692% Savings from Current 14.3% 14.3% -10.9%

$ Savings from Current $6,075 $6,075 -$4,617
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Summary of Current Plan 

Recommendations

• Health Plan Design Changes aligned with Authority’s 

historical consumerism approach (see handout)

• No change in Dental Plan Design

• Increase co-pay on Vision Plan exams from $10 to $20 (see 

handout) 

• Continue to offer following plans with no cost change(s) for 

2012:

– Basic Life/AD&D

– Short Term Disability/Long Term Disability

– Employee Assistance Plan

– Health Advocate

• Continue to offer Health Risk Assessments, deposits to 

FSA/457 plans, and Flu Shots to employees as a means to 

increase employee health and reduce healthcare costs
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Additional Recommendations

• Add Anthem Healthy Rewards Package B

– Rewards employees and eligible dependents for 

activities which can lead to improved health

– Opportunity to engage employees and their family 

members

– Approximate annual cost of $32,352 to the Authority

– Additional cost is offset by $216,800 savings 

medical plan premium savings over renewal to the 

Authority

• Offer group discounted home and auto insurance 

(100% employee paid)
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FUTURE 

CONSIDERATIONS



EBTF Recommended 

Considerations for the Future

• Consider implementing Medical PPO “Buy up”

• Evaluate if/when move to a high deductible health 

plan/consumer driven health plan to include HSA’s 

might make sense 

• Further explore and evaluate medical HMO provider 

network change (e.g., excluding Scripps)

• Consider if/when a Kaiser Permanente plan offering 

makes sense

• Evaluate whether or not to continue the cost of medical 

employee only credit as well as medical, dental waive 

credits

• Vision Service Plan - Review upgrade to the provider 

network
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REQUEST



Request

Staff respectfully requests that the 

Executive Personnel & Compensation 

Committee recommend Board approval 

for the proposed renewal of the 

Employee Benefits Plans for 2012
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QUESTIONS?
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