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MEMORANDUM

TO:

FR:

RE:

Legislative Education Study Committee
David T. Craig

STAFF BRIEF: INSURANCE APPROPRIATION REQUESTS FOR FY 15

INTRODUCTION

Each year, if funding is available, the Legislature appropriates funds to the State Equalization
Guarantee (SEG) distribution to provide for projected increases in the employer’s group health
and risk insurance contribution rates of the state’s public schools. Current law provides for all of
New Mexico’s charter schools and 88 of its school districts to participate in the New Mexico
Public Schools Insurance Authority (NMPSIA). The remaining school district, Albuquerque
Public Schools (APS), is exempted from participation in NMPSIA because of its size and is self-
insured.

NMPSIA’s and APS’s respective appropriation requests are based on projected contribution rates
considered to be adequate to provide for estimated insurance claims, administrative costs, and
fund reserve levels in the next fiscal year. These increases may be offset by NMPSIA or APS
board action that allows the agencies to use reserve fund balances to reduce the projected
increases.

This staff report includes:

FY 15 appropriation requests for NMPSIA and APS; and
background information relating to health and risk insurance coverage of public schools
statewide.
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FY 15 APPROPRIATION REQUESTS FOR NMPSIA AND APS
New Mexico Public Schools Insurance Authority (NMPSIA)

As outlined in Attachment 1, NMPSIA is requesting an appropriation of approximately
$7.7 million to provide for the employer’s share of increased insurance costs for its members.

Benefits: approximately $3.9 million
The appropriation request considers the following assumptions:

e 12.8 percent increase in health/medical insurance costs;
e 5.0 percent increase in long-term disability insurance costs; and
e no increase in life, vision, and dental insurance.

Risk: approximately $3.8 million
With regard to the risk program, the appropriation request considers the following assumptions:

e a6.4 percent increase in property and liability risk insurance; and
e a9.5 percent increase attributable to workers’ compensation.

Use of Fund Balance and Plan Redesign

According to the NMPSIA board minutes, at its April 4, 2013 board meeting, the NMPSIA board
voted to:

increase medical premiums 6.6 percent;

increase dental premiums 3.0 percent;

use $10.0 million in fund balance; and

revisit the need for additional plan changes January 1, 2014.

According to unaudited figures provided by NMPSIA, as of June 30, 2013, ending fund balances
were:

e approximately $33.5 million for the Employee Benefits Fund; and
e approximately $11.9 million for the Risk Coverage Fund.

Albuquerque Public Schools (APS): $11.6 million

As outlined in Attachment 2, for FY 15 APS is requesting an appropriation of approximately
$11.6 million to support the employer’s share of increased insurance premiums.

Benefits: $11.6 million



The appropriation request considers a:

e 12.4 percent increase in medical, dental, and vision insurance premiums; and
e 10.0 percent increase for life and disability insurance.

Risk : $0.0 million

With regard to the risk program, the APS request for FY 15 does not consider increases in risk
premiums, primarily because the administration will request that the Board of Education use
$130,000 in reserves to fund:

e ab5.0 percent increase in property and liability claims; and
e a0.0 percent increase in workers’ compensation.

Use of Fund Balance and Plan Redesign

APS reports that the appropriation request considers the use of:

e $2.8 million of fund balance in plan year 2013;
e $1.6 million of fund balance in plan year 2014; and
e $130,000 in reserves for increases for risk premiums.

According to Attachment 2, the APS Board of Education has approved $3.4 million worth of
plan design changes and premium increases. APS projects a contribution shortfall of $11.6
million for plan year 2015. APS indicates that an $11.6 million appropriation to public school
support would keep the fund at the actuarial recommended incurred-but-not-received (IBNR)
level. Attachment 2 outlines in the district’s use of fund balance and plan redesign.

In total, approximately $19.3 million is requested by NMPSIA and APS to support the
employer’s share of increased insurance costs in FY 15.

BACKGROUND

In 1986, NMPSIA was created in the Public School Insurance Authority Act to serve as a
purchasing agency for public school districts, postsecondary educational entities, and charter
schools.

Currently, NMPSIA provides health and risk insurance coverage for 88 of New Mexico’s public
school districts and its charter schools. (Current law exempts any school district with a student
enrollment in excess of 60,000 students from NMPSIA coverage, which applies only to APS.)

Health coverage by NMPSIA includes basic life and accidental death and dismemberment,
voluntary life, long-term disability, two medical plans with high and low options, a dental plan
with basic and comprehensive coverage, and a vision plan. A small minority of employers does
not participate in either dental, vision, or disability plans. Risk coverage includes property
insurance, liability insurance, workers’ compensation, student catastrophic insurance, student
accident insurance, boiler and machinery insurance, and underground storage tanks coverage.
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NMPSIA’s medical plans are self-insured, indicating that NMPSIA is responsible for the design
of the plan and the setting of contributions. NMPSIA sets the contribution rates to provide the
necessary revenue to pay for the claims its participating members incur. When the claims exceed
the contributions from premiums or revenues, the contribution rates have to be increased to cover
any deficit.

The Public School Insurance Authority Act requires the state to pay for a portion of the group
insurance premiums for employees (this portion translates into the employer’s share of the
insurance costs that the Legislature appropriates every year) based on a percentage of the
employee’s salary as follows:

75 percent of the premium for employees earning less than $15,000 per year;
70 percent for employees earning $15,000 but less than $20,000 per year;

65 percent for employees earning $20,000 but less than $25,000 per year; and
60 percent for employees earning $25,000 or more per year.

In 2004, the Legislature amended the act to allow participating entities, if revenue is available, to
contribute up to 80 percent of the cost of insurance for all employees.

In 2009, the Legislature amended the act (effective July 1, 2010) to enable NMPSIA to:

e promulgate rules to establish a policy to be followed by participating members relating to
the use of volunteers and the use of school facilities by private persons;

e promulgate rules to establish a policy to be followed by participating members relating to
the use of school facilities by private persons, provided that the policy:

> relate only to liability and risk issues; and
» does not affect the rights and responsibilities of local school boards to determine how,
when, and by whom school district facilities are used; and

e insure, by negotiated policy, self-insurance or any combination thereof, participating
members against claims of bodily injury, personal injury, or property damage related to
the use of school facilities by private persons. The coverage is subject to the following
provisions:

> no more than $1.0 million may be paid for each occurrence; and
> the coverage applies only if the participating member was following the policy
adopted by NMPSIA.

Staff from NMPSIA and APS will present information to the committee that further details
elements of the FY 15 appropriation request.



FY 15 PUBLIC SCHOOL SUPPORT ESTIMATE FROM NMPSIA

Date: August 16, 2013 10:40 a.m.

Benefits Risk Total
Revenue Increase $7,226,900 $4,496,100 $11,723,000
Over FY14
Less Higher Ed. (10%) $6,504,210 $4,046,490 $10,550,700
Less Fed. Funds (5%) $6,179,000 $3,844,166 $10,023,165
NMPSIA Employer $3,892,770 $3,844,166 $7,736,935
Share (63% for
Benefits, 100% for
Risk}
Plus APS

Total Public School
Support

Source: NMPSIA

LESC - 09M16/2013
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ATTACHMENT 2
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September 19, 2013

MEMORANDUM

To: Legislative Education Study Committee
From: Winston Brooks, APS Superintendent
Re:  Albuquerque Public Schools: Projected FY15 Insurance Request

For FY15, Albuquerque Public Schools (APS) is requesting an appropriation of approximately $11.6 million
to provide for the increasing cost of insurance for its members. The benefits portion of the FY15 budget
request considers:

a 12.4 percent increase in medical insurance premiums

a 12.4 percent increase in dental insurance premiums;

a 12.4 percent increase in vision insurance premiums; and
a 10.0 percent increase for life and disability insurance.

Albuquergue Public Schools reports that, as of July 1, 2013, our unaudited fund balance for medical,
dental and vision reserves was $12,664,512. Albuquerque Public Schools reserves are down $3,736,436
over this time last year.

Plan Year 2014 Situation - Fiscal Year 2014 Request

Albuguerqgue Public Schools requested an appropriation of $11.25 million for increasing costs of insurance
benefits for its employees in FY14. This request was made to cover costs of plan year 2014 and ensure
there were funds available in fund balance at the end of the plan year to help offset costs in plan year 2015.
Albuquergue Public Schools, via the funding formula, received $4.2 million of the original request.
Albuquergue Public Schools will expend approximately $2.8 million of fund balance to cover increasing
claims costs in plan year 2013. The Board of Education has also authorized $1.6 million of fund balance to
offset insurance costs in plan year 2014. As a result, by December 30, 2014, Albuquergue Public Schools
projects that the district will be at our incurred but not reported (IBNR) statutory limit plus a fraction of
the superintendent mandated margin of error for claim fluctuation. This will place considerable stress on
the insurance plan in plan year 2015.

Albuqguergue Public Schools will experience a medical, vision and dental contribution shortfall of
$8,901,000 for the 2014 plan year. The Albuquerque Public Schools Board of Education has approved
$3,425,541 worth of plan design changes and premium increases to offset the contribution shortfall.

6400 Uptown Blvd., NE Suite 600 East P.O. Box 25704  Albuquerque, NM 87125-0704 505.880.3713
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. i ATTACHMENT 2
The plan design changes will take effect January 1, 2014. Those changes are as follows:

o APS eliminated its low plan option and now only offers a single plan option as an employer
e APS converted its copayment plan to be a deductible/coinsurance plan making APS aligned with
NMPSIA.

e Increase dental insurance premiums by 7.34%
e Increase medical insurance premiums by 5%

Plan Design Change Plan Year 2013 Plan Year 2014
Deductible (3x family) None $250
Coinsurance (3x family) None 20%
Coinsurance Maximum $2,000 $2,000

Out of Pocket Max (ded & coins) $2,000 $2,250

PCP & Primary Care Copay $25 $25

Specialist Copay $40 $40

IP Hospital Admission $750 copay Ded/Coins

OP Surgery $250 copay Ded/Coins
Advanced Radiology $100 copay $100 copay, then Ded/Coins
Emergency Room $150 copay $150 copay, then Ded/Coins
Urgent Care Copay $50 $50

Radiology, Dialysis, Paid at 100% Ded/Coins
Chemotherapy

When one considers the above plan design changes and the increase in insurance premiums in addition to
the increase in employee contributions for educational retirement, Albuguerque Public Schools employees
will take home less take-home pay starting January 1, 2014 than they did last year at the same time. This
is even with the one percent increase to salaries funded by the legislature.

Plan Year 2015 Situation = Fiscal Year 2015 Request

Albuquerqgue Public Schools insurance request for FY15 is an attempt to alleviate the impact of increasing
costs of insurance from district employees. Albuquerque Public Schools is projecting a contribution
shortfall of $11,570,395 for plan year 2015.

Albuquergue Public Schools is requesting the entirety of the shortfall from the New Mexico State
Legislature so we may keep our reserve balance at the IBNR level and impact our employee benefits and
premiums as minimally as possible. If there is no insurance appropriation in FY15, or if the appropriation
received is less than requested, the remainder of the contribution shortfall will come directly from the
Albuquergue Public Schools employees in the form of a premium increase and additional plan design
changes.

Wellness Plan

The Albuquerque Public Schools Health Assessment tied to the Biometric Screening Incentive Program
implemented July 2013 through October 2013 and encouraged employees and their spouses/domestic
partners enrolled in Presbyterian or Lovelace health plans to complete a biometric screening and online
health assessment. These screenings provided a detailed assessment of an individual’s basic health
indicators such as:

e Blood pressure
e Body Mass Index (calculated from height and weight)
e Cholesterol




ATTACHMENT 2
e Blood Glucose and

e Pulse/Heart rate.

Albuqguergue Public Schools added a tobacco free requirement to earn the Wellness Incentive in plan year
2014. An employee must fill out an affidavit related to their tobacco use. If the employee uses tobacco he
must complete a cessation program as an alternative standard.

Completion of all three requirements by the employee and the employee spouse is required to receive a
$25/month discount to the plan premiums.

Risk Program
Regarding the risk program, the FY 15 request does not include any request because the APS

administration will request the Board of Education to draw down from reserves the 5.0% percent increase
or $130,000 in property and liability premiums and 0.0% percent increase for worker’s compensation
claims.

If you have specific questions or concerns, there are APS staff members who are available to discuss the
district’s benefit plans.



ALBUQUERQUE PUBLIC
SCHOOLS

FY15 Insurance Appropriation Request

Presented to the Legislative Education Study Committee
Senator John Sapien, Chair

Representative Rick Miera, Vice-Chair

September 19, 2013




PLAN YEAR 2014 — WHAT WILL HAPPEN

o FY14 APS Request $11.25 million
o FY14 APS Appropriation $4.2 million

o Plan Year 2014 Medical Shortfall  $8,475,000
o Plan Year 2014 Dental Shortfall $426,000
o Total Plan Year 2014 Shortfall 8,901,000




REVENUE GENERATION FOR $8,901,000
SHORTFALL IN PY2014

Total Dollars

$425,541 Increase Dental Premium 7.34%
$1,400,000 Increase Medical Premium 5.0%
$1,600,000 Plan Design Changes
$4,200,000 Appropriation from FY 2014
$1,654,000 Spendable Reserves — 2014

$9,279,541 Shortfall ($378,541 excess)




P1LAN YEAR 2014 P1LAN DESIGN CHANGES

Plan Design Plan Year 2013 Plan Year 2014
Change
Deductible (3x family) None $250
°
O.ffer a Coinsurance (3x None 20%
Single Plan [geyeiny)
Option Coinsurance $2,000 $2,000
Maximum
Out of Pocket Max $2,000 $2,250
. - - b 9
I?Iut of K (ded & coins)
etwor
. PCP & Primary Care $25 $25
Deductibles [
Coinsurance
Maximums IP Hospital Admission $750 copay Ded/Coins
are double OP Surgery $250 copay Ded/Coins
the In-
Network Advanced Radiology $100 copay $100 copay, then Ded/Coins
rate
$150 copay $150 copay, then Ded/Coins
Urgent Care Copay $50 $50

Radiology, Dialysis, Paid at 100% Ded/Coins
Chemotherapy




HEALTH WELLNESS INCENTIVE PROGRAM

o Include Tobacco Free Requirement to earn Wellness Incentive
o Completion of a cessation program as an alternative standard

o Continue with Personal Health Profiles and Biometric Screening

requirements
o Raise incentive to $25/mo. for above 3 requirements (plus $25/mo.
Spouse)
Dollars Generated Category
$600,000 Estimated non-completers (2,000 x $25 x 12)
-$500,000 Estimated screening costs
$100,000 Surplus — to be used for additional wellness

activities in 2014
(Walking program, fitness challenges, diet
education, etc.)




FY15 INSURANCE REQUEST = $11.6
MILLION

o APS insurance request considers:
e a 12.4 percent increase in medical insurance premiums
e a 12.4 percent increase in dental insurance premiums;
e a 12.4 percent increase 1n vision insurance premiums; and
e a 12.4 percent increase for life and disability insurance.

o APS contribution shortfall for PY15 = $11.6 million

o The projected fund balance on December 31, 2014 will
be at IBNR levels ($8.8 million) plus a fraction of the
superintendent mandated margin of error for claim
fluctuation = $12 maillion

e The lack of revenue in the fund balance means there will
not be an option to offset costs in PY15 using fund balance

o If there 1s no appropriation from the legislature, or
the appropriation is less than the requested amount,
the funding will come direct from the employee




	FINAL insurance appropriation request for FY 15
	ATTACHMENT 1 NMPSIA REQUEST TABLE
	ATTACHMENT 2 APS Memo to LESC regarding FY15 Insurance Appropriation Request 09192013
	APS FY15 Insurance Request to the Legislative Education Study Committee 09192013
	Albuquerque Public Schools
	Plan Year 2014 – What Will Happen
	Revenue Generation for $8,901,000 Shortfall in PY2014
	Plan Year 2014 Plan Design Changes
	Health Wellness Incentive Program
	FY15 Insurance Request = $11.6 million




