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Important Message to the Public: In accordance with Government Code Section 54953,
subsections (e)(1) and (e)(3), and in light of the State of Emergency proclaimed by the
Governor on March 4, 2020 relating to COVID-19 and ongoing concerns that meeting in
person would present imminent risks to the health or safety of attendees and/or that the State
of Emergency continues to directly impact the ability of members to meet safely in person,
the August 5, 2022 meeting of the Board of Fire and Police Pension Commissioners will be
conducted both in the LAFPP Boardroom and via telephone and/or video conferencing.
Members of the public who wish to attend the Board meeting in person must comply with
these FOUR requirements: 1) provide proof of COVID-19 vaccination (fully vaccinated) OR
negative COVID-19 test results (for test taken within 72-hours prior to building entry); 2)
provide government issued photo identification; 3) submit to take a temperature scan,
registering a temperature lower than 100.4 degrees; AND 4) wear appropriate face coverings
regardless of vaccination status. Alternatively, members of the public will have the
opportunity to observe the meeting and provide public comment telephonically.
To provide public comment telephonically, please call (669) 900-9128 or (346) 248-7799 and
enter Meeting ID 898 405 2575 (Please note: Toll charges may apply).
If you do not want to make a public comment, you may stream the meeting from the website
(www.lafpp.com) or call any of the following numbers to access the Council Phone system
and listen to live coverage: (213) 621-CITY (Downtown), (818) 904-9450 (Valley), (310) 471CITY (Westside), and (310) 547-CITY (San Pedro Area).
Please refer to www.lafpp.com for more information.
An opportunity for the public to address the Board or Committee about any item on today’s agenda for which there
has been no previous opportunity for public comment will be provided before or during consideration of the item.
Members of the public who wish to speak on any item on today’s agenda are requested to use the telephone
number provided above.

Notice to Paid Representatives: If you are compensated to monitor, attend, or speak at this meeting, City law
may require you to register as a lobbyist and report your activity. See Los Angeles Municipal Code §§ 48.01 et
seq. More information is available at ethics.lacity.org/lobbying. For assistance, please contact the Ethics
Commission at (213) 978-1960 or ethics.commission@lacity.org.
In compliance with Government Code Section 54957.5, non-exempt writings that are distributed to a majority or
all of the Board or applicable Committee of the Board in advance of their meetings may be viewed by clicking on
LAFPP’s website at www.lafpp.com. In addition, if you would like a copy of any record related to an item on the
agenda, please contact the Commission Executive Assistant, at (213) 279-3037 or by e-mail at
evange.masud@lafpp.com.
Sign language interpreters, communication access real-time transcription, assistive listening devices,
Telecommunication Relay Services (TRS) or other auxiliary aids and/or services may be provided upon request.
To ensure availability, you are advised to make your request at least 72 hours prior to the meeting you wish to
attend. Due to difficulties in securing sign language interpreters, five or more business days notice is strongly
recommended. For additional information, please contact the Department of Fire and Police Pensions, (213) 2793000 voice or (213) 628-7713 TDD.

1.

CALL TO ORDER
a. Roll Call

2.

GENERAL PUBLIC COMMENTS ON MATTERS WITHIN THE COMMITTEE'S
JURISDICTION

3.

DISCUSSION OF ISSUES RAISED DURING THE PRIOR AD HOC COMMITTEE
MEETING AND POSSIBLE COMMITTEE ACTION

4.

SUBSIDY PROGRAM AUDIT REPORTS

5.

ANNUAL RATE RENEWAL REVIEW BY USI

6.

ASSOCIATION RESPONSES REGARDING PROPOSED RFP’S, INTERNAL RFP
PROCESSES, AND SERVICES PROVIDED
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DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE AD HOC COMMITTEE ON RETIREE HEALTHCARE PROGRAM
DATE:

AUGUST 5, 2022

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: 3

SUBJECT: DISCUSSION OF ISSUES RAISED DURING THE PRIOR AD HOC COMMITTEE
MEETING AND POSSIBLE COMMITTEE ACTION
RECOMMENDATION
That the Ad Hoc Committee direct staff to continue to research and report back on issues related to
the proposed Requests for Proposals (RFPs) for retiree health, dental, and vision insurance plans
and/or third-party administrator services.
DISCUSSION
At its July 21, 2022 meeting, the Ad Hoc Committee solicited public comments from the current
health and dental plan administrators regarding the proposed retiree health, dental, and vision
insurance and/or third-party administrator services RFPs. At today’s meeting there will be additional
reports that discuss the Associations’ [i.e., Los Angeles Firemen’s Relief Association (LAFRA), Los
Angeles Police Relief Association (LAPRA), United Firefighters of Los Angeles City (UFLAC), and
Los Angeles Police Protective League (LAPPL)] internal RFP processes and the variety of services
they provide to LAFPP retirees, the scope of the annual rate renewal analysis performed by the
Board’s health consultant (USI), and the prior subsidy program audits performed by the Internal
Audit Section. Additionally, pursuant to some of the comments and the Committee’s discussion,
staff is providing the Committee information on the prior RFP that LAFPP conducted for retiree
health, dental, and vision insurance plans.
Prior RFPs
On November 17, 2016, the Board authorized the release of RFPs for retiree health, dental, and
vision insurance plans (Attachment 1). The purpose of the RFPs was to find suitable plans for a
small group of pensioners that were losing access to their current Los Angeles City Employees’
Retirement System (LACERS) plans, future Port and Airport Police officers as they retired, as well
as retired firefighters and police officers (and their survivors) who either chose not to enroll in the
Association-sponsored health plans while active or were not eligible to participate in their plans for
a variety of reasons. At the time, Port and Airport Police officers were not permitted to enroll in one
of the Association plans. At the July 6, 2017 Board meeting, Kaiser Permanente and Anthem Blue
Cross were selected as the approved insurance carriers for LAFPP-managed health and dental
plans for the small group of pensioners (Attachment 2). On September 20, 2017, the Board directed
staff to discontinue contract negotiations with Kaiser Permanente and Anthem Blue Cross, as the
Associations agreed to modify their enrollment requirements to allow the affected pensioners
access to existing Association retiree health and dental plans (Attachment 3).

On June 21, 2018, due to continuing difficulties for some retirees and surviving spouses to enroll in
Association plans, the Board directed staff to work with USI on the feasibility and requirements of
establishing a Kaiser health plan and dental plan options available to all retirees (Attachment 4).
USI solicited Kaiser for quotes for all retirees enrolled in an Association-sponsored Kaiser plan with
benefits that duplicated LAFRA’s Kaiser plan. LAFPP only provided Kaiser with current census data
of the retired Kaiser enrollees and due to the limited data available, Kaiser quoted based on their
“break-in/break-away” policy. Kaiser’s policy was intended to be revenue neutral and used the
existing LAFRA and LAPRA rates as the base rate, plus a small rate adjustment for the first year.
However, Kaiser warned USI that the rates for the first year would not accurately reflect the early
retiree (under age 65) population when they were rated on their own after the first coverage year.
Kaiser estimated that the first renewal could result in an increase of 30-40% in the rates for the early
retirees. Due to the prospect of a large increase in Kaiser rates, the Board directed staff to work
with the Associations to reduce the barriers that some retirees and survivors experienced in enrolling
in Association plans.
Attachment 5 provides the current enrollment eligibility options for all LAFPP retirees and
beneficiaries. Under the terms of the current Association contracts, the Board annually approves
the health and dental plans as suitable plans eligible for the subsidy program. The contracts also
require the Associations to present an annual report to the Board on their plans and any plan design,
premium, or administrative fee changes.
BUDGET
No budget impact is associated with this report.
POLICY
No policy changes as recommended.
CONTRACTOR DISCLOSURE INFORMATION
There is no contractor disclosure information required with this report.
This report was prepared by:
Greg Mack, Chief Benefits Analyst
Pensions Division
RPC:JS:GM
Attachments (5)
Attachment 1 – November 17, 2016, Report to the Board Authorizing the Release of an RFP
Attachment 2 – July 6, 2017, Report to the Board Approving Selection of Kaiser and Anthem
Attachment 3 – September 20, 2017, Report to the Board Discontinuing Contract Negotiations with
Kaiser and Anthem
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DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

NOVEMBER 17, 2016

ITEM: 1

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

SUBJECT:

APPROVAL TO ISSUE REQUESTS FOR PROPOSALS FOR GROUP MEDICAL,
DENTAL AND VISION PLANS AND POSSIBLE BOARD ACTION

RECOMMENDATION
That the Board:
1) Authorize the General Manager to issue Requests for Proposals (RFPs) for group medical,
dental and vision plans; and,
2) Direct staff to provide a report back to the Board with recommendations for contract award(s)
upon completion of the competitive proposal and evaluation process.

DISCUSSION
In addition to LAFPP’s core role of administering pension benefits, our services also include retiree
health and dental subsidy administration. As stated in the Los Angeles Administrative Code, “In
furtherance thereof, the Board shall provide suitable health, medical, hospital or other plans as may
be authorized by ordinance and shall have the power to adopt such rules as it deems necessary to
administer the program.” While the vast majority of our pensioners are enrolled in retiree medical
and dental plans through either the Los Angeles Firemen’s Relief Association (LAFRA), Los Angeles
Police Relief Association (LAPRA), Los Angeles Police Protective League (LAPPL), or United
Firefighters of Los Angeles City (UFLAC), a small group of LAFPP pensioners (73 pensioners
currently enrolled; 107 total covered lives) receive their coverage through a Los Angeles City
Employees’ Retirement System-sponsored (LACERS) health or dental plan since LACERS took
over civilian retiree health plan administration from the City’s Personnel Department in 1999.
Through an agreement with LACERS, LAFPP has continued to offer coverage through LACERS
health plans for both Harbor Port Police who retired from LAFPP, as well as retired firefighters and
police officers (and their qualified survivors) who either chose not to enroll in the Associationsponsored health plans while active, or are not eligible to participate in their plans for a variety of
reasons. LACERS has informed LAFPP that it will end all LAFPP pensioner enrollment in its medical
and dental plans as soon as June 30, 2017.
While this small group currently includes only 73 members, it will continue to grow larger as more
Port Police retire from the Harbor Department. Furthermore, Measure SSS on the November 8, 2016
Special Municipal Election ballot appears to have passed by a narrow majority of City voters. This
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change will allow current Airport Police Officers to transfer into LAFPP and enroll all new Airport
Police Officers hired after a certain date to become members of LAFPP Tier 6. LAFPP will need to
provide retiree health and dental coverage options for these new members when they begin to retire
in the future.
To address this issue, LAFPP’s FY 2016-17 Business Plan includes a project1 to explore alternative
medical and dental insurance coverage options for not only the small group of pensioners currently
enrolled in LACERS plans, but for other LAFPP members, as there continues to be enrollment
eligibility issues for retired firefighters who are unable to enroll in LAFRA and UFLAC plans, in
addition to the Harbor Port Police and future Airport Police.
On July 21, 2016, the Board directed staff to continue researching alternative medical and dental
insurance coverage options for these LAFPP members as delineated in the Business Plan.
Upon approval by the Board to release the RFPs, staff proposes the following timeline:
Action
Release RFPs
Proposal Deadline
Finalist Selection/Interviews
Negotiation of Terms/Costs
Award Contracts
Open Enrollment
Effective Date of Plans

Date
February 2017
March 2017
April – May, 2017
June – July, 2017
August 2017
October – November, 2017
January 1, 2018

The RFP process will include examination of proposals and due diligence performed by both staff
and LAFPP’s health consultant. The RFPs will be published on the LAFPP website and on the City’s
Business Assistance Virtual Network (BAVN) website. In addition to the web postings, it is
anticipated that a separate invitation to submit proposals will be sent to various organizations as
determined by staff and the consultant. The finalists will then be selected and presented to the Board
for consideration.
BUDGET
As recommended, there is sufficient funding in the FY 2016-17 Budget to cover the estimated costs
for LAFPP’s health consultant to assist staff in preparing, issuing and evaluating proposals for the
group medical, dental and vision coverage RFPs.
POLICY
No policy changes as recommended.
This report was prepared by:
Kyle Susswain, Manager
Medical & Dental Benefits Section
RPC:JS:GM:KS

1

Project 6: Health Care Education and Research/Implement Options for Members

Board Report
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Attachment 2

DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

JULY 6, 2017

ITEM: A.2

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

SUBJECT:

CONTINUATION OF MEDICAL, DENTAL AND VISION INSURANCE PLANS
OFFERED BY LAFPP AND POSSIBLE BOARD ACTION

RECOMMENDATION
That the Board:
1) Direct staff to work with United Firefighters of Los Angeles City (UFLAC) to amend the
Operations Agreement with UFLAC to allow pensioners currently enrolled in the LACERS health
plans to enroll in UFLAC’s Anthem PPO and HMO health plans;
2) Approve Staff’s selection of Kaiser Permanente to provide health and vision insurance services
to the pensioners currently enrolled in the LACERS health plans effective January 1, 2018;
3) Approve Staff’s selection of Anthem Blue Cross to provide dental insurance services to the
pensioners currently enrolled in the LACERS dental plans effective January 1, 2018;
4) Authorize the General Manager to negotiate and execute the terms and conditions of the
contracts; and,
5) Authorize the President of the Board, on behalf of the Board, to execute the contracts, subject
to the approval of the City Attorney as to form.
BACKGROUND
The majority of Los Angeles Fire and Police Pensions (LAFPP) pensioners are enrolled in retiree
medical and dental insurance plans administered by the Los Angeles Firemen’s Relief Association
(LAFRA), the Los Angeles Police Relief Association (LAPRA), the Los Angeles Police Protective
League (LAPPL), or the United Firefighters of Los Angeles City (UFLAC). A small group of
pensioners consisting of retired Port Police officers as well as some Los Angeles Fire Department
(LAFD) members are currently enrolled in Los Angeles City Employees’ Retirement System
(LACERS) plans.
On March 31, 2017, the City Council adopted a change to the Administrative Code impacting retired
sworn members’ eligibility for LACERS health insurance coverage. Some members within the group
of LAFPP pensioners who are currently enrolled in a health insurance plan through LACERS, will
lose their LACERS health insurance coverage effective January 1, 2018 (“small group”). This
change also affects all future Airport Police and Port Police retirees. However, pensioners who
enrolled in LACERS medical and dental plans before 1999 remain unaffected and may continue to
receive their health insurance coverage through LACERS.
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DISCUSSION
On November 17, 2016, the Board authorized the release of Requests for Proposals (RFPs) for
group medical, dental and vision insurance plans. The purpose of the RFPs was to find suitable
medical, dental and vision insurance plans for the group of LAFPP pensioners losing access to their
current LACERS plans, as well as for future Airport Police and Port Police Officers as they retire.
On February 16, 2017, the Board authorized Keenan & Associates (Keenan), the Plan’s health
consultant, to include specific plan design options in the RFPs and to secure rate quotes for plans
covering the small group of LACERS-insured pensioners, and for plans covering all LAFPP retired
members and surviving spouses. Keenan presented preliminary information regarding the results
of the RFPs on June 1, 2017.
When the item was brought back to the Board on June 15, 2017, the need to find an immediate
solution for the small group was reiterated and a motion was passed to form a working group to
evaluate current pensioner enrolled plans and if LAFPP could provide comparable plans. The Board
was also presented with a sample of premium quotes for four enrollment scenarios: 1) small group
only, 2) pensioners over 65 only, 3) small group and voluntary enrollment of any pensioner, 4)
enrollment of all pensioners; as well as a comparison of benefits of current and proposed plans.
PROPOSED HEALTH INSURANCE PLANS
Medical
Timely Board approval is critical to the implementation of new LAFPP-managed health insurance
plans and the successful enrollment of affected retirees and dependents by January 1, 2018. A total
of 73 retirees are currently insured by LACERS, of which 21 will be required to enroll in a nonLACERS health plan for 2018. This small group consists of 10 LAFD and 11 Port Police retirees,
as well as 10 dependents combined. Of the total number of possible enrollees, 20 are under the
age of 65 or enrolled in Medicare Part B only.
The proposed LAFPP-managed health plan will consist of medical and vision coverage through
Kaiser Permanente (Kaiser), open access to the LAFPP Health Insurance Premium Reimbursement
Program (HIPR), and dental coverage for the small group and any future Port and Airport Police
retirees and their respective dependents. The Kaiser plan will include both medical and vision
coverage based on the 2017 LACERS plan and will be negotiated on an annual basis. Current
retirees who plan to re-enroll in Kaiser for 2018 will continue to have zero out-of-pocket cost for their
monthly premiums. However, retirees who are under the age of 65 and are enrolled in a multi-party
plan could expect to see a three percent increase in their medical premium or an additional minimum
$50.00 deduction per month.
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The chart below is a comparison of Kaiser rates for 2017 and 2018.

Kaiser Permanente Monthly Premiums
2017
Current
Rates

Under 65 Plans

826.43

$

2018
Proposed
Rates

Change

851.86

+$25.43

Single-Party

$

Two-Party

$ 1,652.86

$ 1,703.72

+$50.86

Family

$ 2,148.72

$ 2,214.84

+$66.12

Single-Party

$

245.25

$

259.97

+$14.72

Two-Party (Both Medicare)

$

490.50

$

519.94

+$29.44

Family (Child Non-Medicare)

$

986.36

$

779.91

-$206.45

Over 65 Plans

In 2019, premiums for Kaiser may increase up to 22% for retirees under the age of 65 or enrolled
in Medicare Part B only. The impact of which would be minimal for enrollees in a single-party plan.
However, those enrolled in a two-party or family plan could experience up to an 87% increase in
out-of-pocket costs.
While most of the small group are currently enrolled in a Kaiser plan (14 of the 21 pensioners), some
are enrolled in a PPO or HMO plan through a different carrier. It was originally proposed to offer
PPO and HMO plans through Anthem Blue Cross (Anthem), however, with very few current
enrollees, the anticipated premiums would result in significantly higher out-of-pocket costs. UFLAC
has offered to accept these pensioners and allow them access to their Anthem medical plans. The
annual premiums are competitive and allow those pensioners to enroll in an Anthem PPO or HMO
plan (Attachment 7). The terms of the current Operations Agreement between LAFPP and UFLAC
would need to be updated to effectuate these additional plan options.
One final option for pensioners wanting to enroll in an alternate plan is to take advantage of HIPR.
Pensioners may find alternate plans on the individual market and get reimbursed for their qualifying
health insurance premiums up to the maximum available subsidy amount on a quarterly basis.
Dental
Dental coverage will be provided through Anthem to the small group. The proposed dental plan is
comparable to current Association/Union plans offered. Due to the limited number of eligible
enrollees, some of the negotiated rates are higher than the current rates available through LACERS.
Dental premiums will nearly double for retirees enrolled in the proposed Anthem DPPO single-party
plan. Those enrolled in a two-party plan would see an approximate 33 percent increase in monthly
premiums. However, the premium for those enrolled in a family plan will only increase by only $0.14
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per month. The table below shows the current LACERS dental premiums and the proposed LAFPP
Anthem DPPO rates. Delta Dental provided a quote that was only applicable if all pensioners were
enrolled.

Current 2017
Delta Dental PPO

Proposed 2018
Anthem Blue Cross DPPO

Change

Single-Party

$49.43

$89.24

+$39.81

Two-Party

$98.02

$131.00

+$32.98

Family

$141.60

$141.74

+$0.14

Plans

BUDGET
If the proposed LAFPP-managed health plans are approved, the impact to the budget would be
minimal. It is expected members will want to remain subscribers to their current health insurance
carriers requiring similar premium deductions. While those seeking to enroll independently in an
alternate plan could expect to require the full subsidy payment. The total cost in subsidies for the
small group medical and vision plans would be approximately $118,326 for January 2018 through
June 2018 based on members’ current plans and health subsidy, which is a 12% increase from the
current amount. There is no anticipated increase in subsidies for dental coverage and subsidy
payments will be approximately $7,000 for January 2018 through June 2018. Assuming Kaiser
subscribers re-enroll in a Kaiser plan and PPO and HMO subscribers require the full subsidy
amount, total fiscal year subsidy costs for the small group for 2018 will be approximately $125,252.
POLICY
If the staff recommendations are approved, the Department will be administering medical and dental
plans in-house for this first time.
This report was prepared by:
Eunice Zordilla, Manager
Medical & Dental Benefits Section
RPC:JS:GM:EZ
Attachments (7)
Attachment 1 – Medical Premium Overview
Attachment 2 – Kaiser Permanente Medical & Vision Summary Plan Description
Attachment 3 – Kaiser Permanente Senior Advantage Summary Plan Description
Attachment 4 – Anthem Blue Cross Dental Rate Quotation
Attachment 5 – Anthem Blue Cross Dental Summary Plan Description

Attachment 6 – Current Small Group Dental Plan Design
Attachment 7 – UFLAC Benefits Guide – Anthem PPO & HMO
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Medical Premiums - Financial Overview
Small Group
Under 65 Retirees

LACERS
2017 Rates

PPO

Anthem PPO
TIER

LAFPP
2018 Rates
Anthem PPO

EE

Non-Medicare Retiree - Member Only

2

$1,174.34

$1,998.48

Non-Medicare Retiree - Member + 1

0

$2,348.68

$4,196.81

Non-Medicare Retiree - Family

0

$2,759.70

$5,995.44

Annual Subtotal

2

HMO
TIER

$28,184

Anthem CA Care

$47,964

Anthem CA Care

EE

Non-Medicare Retiree - Member Only

2

$973.87

$1,294.13

Non-Medicare Retiree - Member + 1

1

$1,947.73

$2,717.67

Non-Medicare Retiree - Family

0

$2,532.04

$3,882.39

Annual Subtotal

3

Kaiser
TIER

$46,746

$63,671

Kaiser

Kaiser
EE

Non-Medicare Retiree - Member Only

5

$826.43

$851.86

Non-Medicare Retiree - Member + 1

2

$1,652.86

$1,703.72

Non-Medicare Retiree - Family

1

$2,148.72

$2,214.84

Annual Subtotal

8

$115,039

$118,579

1

License No. 0451271

Innovative Solutions. Enduring Principles.
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Medical Premiums - Financial Overview
Small Group
Over 65 Retirees

LACERS
2017 Rates

LAFPP
2018 Rates

Medicare Supplement/PPO

Anthem Medicare Supp.

Anthem PPO/COB

TIER

EE

Medicare Retiree - Member Only

3

$497.78

$1,559.00

Medicare Retiree - Member + 1

0

$995.56

$3,273.89

Medicare Retiree - Family (2 Dependents Non-Medicare)

0

$1,493.34

$4,676.99

Annual Subtotal

3

Medicare/Hybrid
TIER

$17,920

$56,124
Anthem CA Care

United
EE

Medicare Retiree - Member Only

3

$252.67

$1,012.79

Medicare Retiree - Member + 1

0

$505.34

$2,306.92

Medicare Retiree - Family

0

$758.01

$3,038.37

Annual Subtotal

3

$9,096

Kaiser
TIER

Kaiser

$36,460
Kaiser

EE

Medicare Retiree - Member Only

4

$245.25

$259.97

Medicare Retiree - Member + 1 (Both Medicare)

3

$490.50

$519.94

Medicare Retiree - Family (Child Non-Medicare)

0

$986.36

$779.91

Annual Subtotal

7

$29,430

$31,196

2

License No. 0451271

Innovative Solutions. Enduring Principles.
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Medical Premiums - Financial Overview

Small Group
Total Retirees
EE

2016-17 Rates

Fully Insured

PREMIUM

PREMIUM

Annual Premium - Under 65 Retirees

13

$189,969

$230,214

Annual Premium - Over 65 Retirees

13

$56,446

$123,781

Annual Premium - Total Retirees

26

$246,415

$353,994

3

License No. 0451271

Innovative Solutions. Enduring Principles.
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225576 LOS ANGELES CITY EMPLOYEES' RETIREMENT

Principal Benefits for
Kaiser Permanente Traditional Plan (1/1/17—12/31/17)
Health Plan believes this coverage is a "grandfathered health plan" under the Patient Protection and Affordable Care Act. If you have questions
about grandfathered health plans, please call our Member Service Contact Center.
Accumulation Period
The Accumulation Period for this plan is 1/1/17 through 12/31/17 (calendar year).
Out-of-Pocket Maximum(s) and Deductible(s)
For Services that apply to the Plan Out-of-Pocket Maximum, you will not pay any more Cost Share for the rest of the Accumulation Period once you
have reached the amounts listed below.
Family Coverage
Family Coverage
Self-Only Coverage
Amounts Per Accumulation Period
Each Member in a Family of two Entire Family of two or more
(a Family of one Member)
or more Members
Members
Plan Out-of-Pocket Maximum
$500
$500
$1,500
Plan Deductible
None
None
None
Drug Deductible
None
None
None
Professional Services (Plan Provider office visits)

You Pay

Most Primary Care Visits and most Non-Physician Specialist Visits ........................................
Most Physician Specialist Visits...............................................................................................
Routine physical maintenance exams, including well-woman exams ....................................
Well-child preventive exams (through age 23 months) ..........................................................
Family planning counseling and consultations........................................................................
Scheduled prenatal care exams ..............................................................................................
Routine eye exams with a Plan Optometrist ..........................................................................
Urgent care consultations, evaluations, and treatment .........................................................
Most physical, occupational, and speech therapy ..................................................................

$20 per visit
$20 per visit
$20 per visit
$5 per visit
$20 per visit
$5 per visit
$20 per visit
$20 per visit
$20 per visit

Outpatient Services

You Pay

Outpatient surgery and certain other outpatient procedures ................................................
Allergy injections (including allergy serum) ............................................................................
Most immunizations (including the vaccine) ..........................................................................
Most X-rays and laboratory tests............................................................................................
Most individual health education counseling .........................................................................
Covered health education programs ......................................................................................

$20 per procedure
No charge
No charge
No charge
$20 per visit
No charge

Hospitalization Services

You Pay

Room and board, surgery, anesthesia, X-rays, laboratory tests, and drugs............................ No charge
Emergency Health Coverage

You Pay

Emergency Department visits ................................................................................................. $100 per visit
Note: This Cost Share does not apply if you are admitted directly to the hospital as an inpatient for covered Services (see "Hospitalization Services"
for inpatient Cost Share).
Ambulance Services
You Pay
Ambulance Services ................................................................................................................ No charge
Prescription Drug Coverage

You Pay

Covered outpatient items in accord with our drug formulary guidelines:
Most generic items at a Plan Pharmacy ..............................................................................
Most generic refills through our mail-order service ............................................................
Most brand-name items at a Plan Pharmacy ......................................................................
Most brand-name refills through our mail-order service ....................................................
Most specialty items at a Plan Pharmacy ............................................................................

$15 for up to a 30-day supply
$30 for up to a 100-day supply
$35 for up to a 30-day supply
$70 for up to a 100-day supply
$100 for up to a 30-day supply

Durable Medical Equipment (DME)

You Pay

DME items in accord with our DME formulary guidelines ...................................................... No charge
Mental Health Services

You Pay

Inpatient psychiatric hospitalization ....................................................................................... No charge
Individual outpatient mental health evaluation and treatment ............................................. $20 per visit
Group outpatient mental health treatment ........................................................................... $10 per visit
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Chemical Dependency Services

You Pay

Inpatient detoxification .......................................................................................................... No charge
Individual outpatient chemical dependency evaluation and treatment ................................. $20 per visit
Group outpatient chemical dependency treatment ............................................................... $5 per visit
Home Health Services

You Pay

Home health care (up to 100 visits per Accumulation Period) ............................................... No charge
Other

You Pay

Eyeglasses or contact lenses every 24 months .......................................................................
Hearing aid(s) every 36 months ..............................................................................................
Skilled nursing facility care (up to 100 days per benefit period) .............................................
Prosthetic and orthotic devices ..............................................................................................
Hospice care ...........................................................................................................................

Amount in excess of $150 Allowance
Amount in excess of $2,000 Allowance per aid
No charge
No charge
No charge

This is a summary of the most frequently asked-about benefits. This chart does not explain benefits, Cost Share, out-of-pocket maximums,
exclusions, or limitations, nor does it list all benefits and Cost Share amounts. For a complete explanation, please refer to the EOC. Please note that
we provide all benefits required by law (for example, diabetes testing supplies).
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225576 LOS ANGELES CITY EMPLOYEES' RETIREMENT

Principal Benefits for
Kaiser Permanente Senior Advantage (HMO) with Part D (1/1/17—12/31/17)
Plan Out-of-Pocket Maximum
For Services subject to the maximum, you will not pay any more Cost Share for the rest of the calendar
year if the Copayments and Coinsurance you pay for those Services add up to one of the following
amounts:
For self-only enrollment (a Family of one Member) ...................... $500 per calendar year
For any one Member in a Family of two or more Members .......... $500 per calendar year
For an entire Family of two or more Members .............................. $1,500 per calendar year
Plan Deductible
None
Professional Services (Plan Provider office visits)
Most Primary Care Visits and most Non-Physician Specialist Visits
.......................................................................................................
Most Physician Specialist Visits ......................................................
Annual Wellness visit and the "Welcome to Medicare" preventive
visit .................................................................................................
Routine physical exams ..................................................................
Routine eye exams with a Plan Optometrist ...................................
Urgent care consultations, evaluations, and treatment ...................
Physical, occupational, and speech therapy ...................................
Outpatient Services
Outpatient surgery and certain other outpatient procedures ...........
Allergy injections (including allergy serum) .....................................
Most immunizations (including the vaccine) ....................................
Most X-rays and laboratory tests ....................................................
Manual manipulation of the spine ...................................................
Hospitalization Services
Room and board, surgery, anesthesia, X-rays, laboratory tests,
and drugs .......................................................................................
Emergency Health Coverage
Emergency Department visits .........................................................
Ambulance Services
Ambulance Services .......................................................................
Prescription Drug Coverage
Most covered outpatient items in accord with our drug formulary
guidelines.......................................................................................
Durable Medical Equipment (DME)
Covered durable medical equipment for home use ........................
Mental Health Services
Inpatient psychiatric hospitalization .................................................
Individual outpatient mental health evaluation and treatment .........
Group outpatient mental health treatment ......................................

You Pay
$15 per visit
$15 per visit
No charge
No charge
$15 per visit
$15 per visit
$15 per visit
You Pay
$15 per procedure
No charge
No charge
No charge
$15 per visit
You Pay
No charge
You Pay
$50 per visit
You Pay
No charge
You Pay
$15 for up to a 100-day supply
You Pay
No charge
You Pay
No charge
$15 per visit
$7 per visit
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Chemical Dependency Services
Inpatient detoxification ....................................................................
Individual outpatient chemical dependency evaluation and
treatment........................................................................................
Group outpatient chemical dependency treatment .........................
Home Health Services
Home health care (part-time, intermittent) ......................................
Other
Eyeglasses or contact lenses every 24 months ..............................
Hearing aid(s) every 36 months ......................................................

You Pay
No charge

$15 per visit
$5 per visit
You Pay
No charge
You Pay
Amount in excess of $150 Allowance
Amount in excess of $2,000 Allowance
per aid
Skilled nursing facility care (up to 100 days per benefit period) ...... No charge
External prosthetic and orthotic devices ......................................... No charge
Ostomy and urological supplies ...................................................... No charge
This chart does not explain benefits, Cost Share, out-of-pocket maximums, exclusions, or limitations,
nor does it list all benefits and Cost Share amounts. For more information, please refer to the
Summary of Benefits booklet enclosed.
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Los Angeles Fire and Police
Pensions - LACERS
January 1, 2018
California

Fully Insured Rate Quotation For:
Effective Date:
Domicile State:

DEDUCTIBLES

QUOTE DETAILS

Individual Deductible
Family Deductible Multiple

Deductible Waived - Diag/Prev
Deductible Waived – Orthodontics
COST-SHARES
Diagnostic & Preventive
Basic Restorative
Endodontics
Periodontics
Oral Surgery
Major Restorative
Prosthetic Repairs
Prosthetics
Orthodontics
Orthodontic Covers

In-Network
$0
N/A
N/A
N/A

Out-of-Network
$25
2X Individual
Yes
Yes

In-Network
100% Coinsurance
90% Coinsurance
90% Coinsurance
90% Coinsurance
90% Coinsurance
60% Coinsurance
60% Coinsurance
60% Coinsurance

Out-of-Network
100% Coinsurance
80% Coinsurance
80% Coinsurance
80% Coinsurance
80% Coinsurance
50% Coinsurance
50% Coinsurance
50% Coinsurance

50% Coinsurance
Adults & Dependent Children

Program
Complete
Participation Requirement
85% of Net Eligibles
SIC
9111 - Executive Offices
OON Reimbursement
95th percentile
Dependent Age
Children to Age 26
Contract Length
24 Months
Posterior Composites
Alternated to Amalgam Benefit
Implants
Not Covered
Brush Biopsy
Not Covered
Pregnant / Diabetic Add'l Svcs
Covered
Sealants
Covered under Diagnostic & Preventive
Full Mouth X-Rays
Coverage Every 3 Years
Bitewing X-Rays
1X per 12 months
Prior Coverage
Without Prior Coverage
Waiting Periods - Bas/Maj
No Waiting Period
Waiting Periods - Ortho
No Waiting Periods
Waived (Initial Enrollees only)-Bas/Maj/Ortho
N/A / N/A / N/A

50% Coinsurance
Adults & Dependent Children

MAXIMUMS
Annual Maximum
Annual Maximum Carryover
Lifetime Orthodontic Maximum
FULLY INSURED RATES
Tier
Single
EE+One
Family
Totals

In-Network
$2,000
No
$1,750

Premium Rates ACA Fees
$86.23
$3.01
$126.57
$4.43
$136.95
$4.79

Accepted By:

Out-of-Network
$2,000
No
$1,750

Rates w/ ACA Fees Contracts Total Monthly Bill
$89.24
16
$1,427.86
$131.00
11
$1,440.97
$141.74
2
$283.48
29
$3,152.32
$37,827.82

Underwriting Signoff:

Signature

Date

Signature

Date

Printed Name

Title

Printed Name

Title

June 21, 2017
UW LG Rating tool ver 64.1.xlsm

Page 1 of 2
Life products underwritten by Anthem Blue Cross Life and Health Insurance Company. Anthem Blue Cross is the trade name of Blue Cross of California. Anthem Blue Cross and Anthem Blue Cross
Life and Health Insurance Company are independent licensees of the Blue Cross Association. ® ANTHEM is a registered trademark of Anthem Insurance Companies, Inc. The Blue Cross name and
symbol are registered marks of the Blue Cross Association.

Underwriter: Mike Zwicker
Sales Rep: Kristyn Nelms
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Fully Insured Rate Quotation For:
Effective Date:

Los Angeles Fire and Police Pensions - LACERS
January 1, 2018

Assumptions:
Note 1:

The above quoted rates are based on information received by Anthem. If at the time of enrollment there is a significant change in any of the information, Anthem reserves the right to withdraw or
modify the quoted rates.

Note 2:

No commissions are included in this rate quote. The client and producer agree that no commissions shall be payable in connection with this rate quote.

Note 3:

This Anthem plan assumes no underlying funding of any type including, but not limited to, copays, deductibles and other cost-shares.

Note 4:

If actual enrollment varies by more than 10% from the assumed contract counts indicated, Anthem reserves the right to modify the quoted rates.

Note 5:

Premium discounts may apply if dental coverage is combined with other Anthem lines. Please contact your Anthem sales representative for details. This quote is valid for 60 days.

Enrollment Requirements
A minimum of 85% of net eligible employees must enroll in this plan. If 50% or more of the employees are located outside the employer's state of domicile, acceptance is contingent upon underwriting approval. Dental
offices are not eligible for coverage. DHMO is not considered comparable coverage.

Dual Option (employer can select two plans to offer to employees) available for employer-paid and voluntary plans: A dual option is available if the group has at least 15 net enrolled employees. If the group has 14 or
fewer net enrolled employees, dual option is not available. If the group has 15 or more net enrolled employees and chooses dual option, a minimum of 5 employees must enroll in each option, and the two plans offered
must have at least a 20% premium differential.
Final rates are subject to underwriting approval and verification of all assumptions used in the proposal rating.

ACA Insurer’s Fee
Effective January 1, 2014, the Affordable Care Act (ACA or health care reform law) imposes a new annual fee on health insurance providers based on their market share of net premiums written, or the sum of
premiums earned from all policies, during the previous year. The total fee amount to be collected across all health insurers is set at $8 billion in 2014, $11.3 billion in 2015 and 2016, suspended in 2017 and $14.38
billion in 2018. After 2018, it increases annually based on premium growth. The fee is anticipated to raise $101.7 billion and is not tax deductible.
This quotation includes amounts for the ACA Insurer Fee. Since the fees change each year in January for all business regardless of renewal date, we have calculated the amounts on a prorated basis across your full
coverage period.

June 21, 2017
UW LG Rating tool ver 64.1.xlsm

Page 2 of 2
Life products underwritten by Anthem Blue Cross Life and Health Insurance Company. Anthem Blue Cross is the trade name of Blue Cross of California. Anthem Blue Cross and Anthem Blue Cross
Life and Health Insurance Company are independent licensees of the Blue Cross Association. ® ANTHEM is a registered trademark of Anthem Insurance Companies, Inc. The Blue Cross name and
symbol are registered marks of the Blue Cross Association.

Underwriter: Mike Zwicker
Sales Rep: Kristyn Nelms
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Your Summary of Benefits
Los Angeles Fire and Police Pensions - LACERS
Anthem Dental Complete

WELCOME TO YOUR DENTAL PLAN!
This benefit summary outlines how your dental plan works and provides you with a quick reference of your dental plan benefits. For complete coverage details, please
refer to your certificate of coverage.
Dental coverage you can count on
Your Anthem dental plan lets you visit any licensed dentist or specialist you want - with costs that are normally lower when you choose one within our large network.
Savings beyond your dental plan benefits - you get more for your money.
You pay our negotiated rate for covered services from in-network dentists even if you exceed your annual benefit maximum.

YOUR DENTAL PLAN AT A GLANCE

In-Network

Out-of-Network

$2,000
Yes
No

$2,000
Yes
No

$1,750

$1,750

$0
N/A

$25
2X Individual

Deductible Waived for Diagnostic/Preventive Services
Out-of-Network Reimbursement Options:

N/A
95th percentile

Yes

Dental Services

In-Network
Anthem Pays:

Out-of-Network

Diagnostic and Preventive Services
Periodic oral exam
Teeth cleaning (prophylaxis)
Bitewing X-rays:
1X per 12 months
Intraoral X-rays
Basic Services
Amalgam (silver-colored) Filling
Front composite (tooth-colored) Filling
Back composite Filling, Alternated to Amalgam Benefit
Simple Extractions
Endodontics
Root Canal
Periodontics
Scaling and root planing
Oral Surgery
Surgical Extractions
Major Services
Crowns
Prosthodontics
Dentures
Bridges
Dental implants
Not Covered
Prosthetic Repairs/Adjustments
Orthodontic Services
·Adults & Dependent Children

·
·
·
·

100% Coinsurance

100% Coinsurance

No Waiting Period

·
·
·
·

90% Coinsurance

80% Coinsurance

No Waiting Period

·

90% Coinsurance

80% Coinsurance

No Waiting Period

·

90% Coinsurance

80% Coinsurance

No Waiting Period

90% Coinsurance

80% Coinsurance

No Waiting Period

·

60% Coinsurance

50% Coinsurance

No Waiting Period

·
·
·

60% Coinsurance

50% Coinsurance

No Waiting Period

60% Coinsurance

50% Coinsurance

No Waiting Period

50% Coinsurance

50% Coinsurance

No Waiting Periods

Annual Benefit Maximum
Per insured person
D&P applies to Annual Maximum
Annual Maximum Carryover
Orthodontic Lifetime Benefit Maximum
Per eligible insured person

·

Calendar Year

·

Annual Deductible (The Deductible does not apply to Orthodontic Services)

· Per insured person
· Family maximum

·

Calendar Year

Anthem Pays:

Waiting Period

This is not a contract; it is a partial listing of benefits and services. All covered services are subject to the conditions, limitations, exclusions, terms and provisions of your certificate of coverage. In the event
of a discrepancy between the information in this summary and the certificate of coverage, the certificate will prevail.
*Child orthodontic coverage begins at age eight and runs through age 18. This means that the child must have been banded between the ages of eight and 19 in order to receive coverage. If children are
dependents until age 19, they can continue to receive coverage, but they must have been banded before age 19.
ABC_PCLG_FI-Custom
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Emergency dental treatment for the international traveler
As an Anthem dental member, you and your eligible, covered dependents automatically have access to the International Emergency Dental Program.**
With this program, you may receive emergency dental care from our listing of credentialed dentists while traveling or working nearly anywhere in the world.
** The International Emergency Dental Program is managed by DeCare Dental, which is an independent company offering dental-management services to Anthem Blue Cross Life and Health Insurance
Company.

Promoting healthy mouths for members who are pregnant or living with diabetes
If you are pregnant or living with diabetes, you can sign up to receive one additional dental cleaning or periodontal maintenance procedure per year.
Finding a dentist is easy.
To select a dentist by name or location:
• Go to anthem.com/ca or the website listed on the back of your ID card.
• Call the toll-free customer service number listed on the back of your ID card.
TO CONTACT US:

Call
Write
Refer to the toll-free number indicated on the back of your plan ID card to speak with a U.S.-based customer service representative during Refer to the back of your
plan
normal business hours. Calling after hours? We may still be able to assist you with our interactive voice-response system.
ID card for the address.
Limitations & Exclusions
Limitations – Below is a partial listing of dental plan limitations when these services are covered under
your plan. Please see your certificate of coverage for a full list.
Diagnostic and Preventive Services
Oral evaluations (exam) Limited to two per Calendar Year
Teeth cleaning (prophylaxis) Limited to two per Calendar Year
Intraoral X-rays, single film Limited to four films per 12-month period
Complete series X-rays
(panoramic or full-mouth) Coverage Every 3 Years
Topical fluoride application Limited to once every 12 months for members through age 18

Exclusions – Below is a partial listing of noncovered services under your
dental plan. Please see your certificate of coverage for a full list.
Services provided before or after the term of this coverage
Services received before your effective date or after your coverage ends, unless otherwise
specified in the dental plan certificate

Orthodontics (unless included as part of your dental plan benefits) Orthodontic braces,
appliances and all related services

Sealants Limited to first and second molars once every 24 months per tooth for members through age 15;
sealants may be covered under Diagnostic and Preventive or Basic Services.
Cosmetic dentistry Services provided by dentists solely for the purpose of improving the
Basic and/or Major Services***
appearance of the tooth when tooth structure and function are satisfactory and no
Fillings Limited to once per surface per tooth in any 24 months
Space Maintainers Limited to extracted primary posterior teeth once per lifetime per tooth for members
through age 16; Space Maintainers may be covered under Diagnostic and Preventive or Basic Services.

pathologic conditions (cavities) exist
Drugs and medications Intravenous conscious sedation, IV sedation and
general anesthesia when performed with nonsurgical dental care

Crowns Limited to once per tooth in a seven-year period
Fixed or removable prosthodontics – dentures, partials, bridges
Covered once in any seven-year period; benefits are provided for the replacement of an existing bridge,
denture or partial for members age 16 or older if the appliance is seven years old or older and cannot be
made serviceable.
Root canal therapy Limited to once per lifetime per tooth; coverage is for permanent teeth only.

Analgesia, analgesic agents, anxiolysis nitrous oxide, therapeutic drug injections, medicines or
drugs for nonsurgical or surgical dental care except that intravenous conscious sedation is eligible
as a separate benefit when performed in conjunction with complex surgical services.
Extractions - Surgical removal of third molars (wisdom teeth) that do not exhibit symptoms or
impact the oral health of the member

Periodontal surgery Limited to one complex service per single tooth or quadrant in any 36 months, and
only if the pocket depth of the tooth is five millimeters or greater
Periodontal scaling and root planing Limited to once per quadrant in 36 months when the tooth pocket
has a depth of four millimeters or greater
Not Covered
Brush Biopsy
***Waiting periods for endodontic, periodontic and oral surgery services may differ from other Basic
Services or Major Services under the same dental plan.
There is a waiting period of up to 24 months for replacement of congenitally missing teeth or teeth
extracted prior to coverage under this plan.
ADDITIONAL LIMITATION FOR ORTHODONTIC SERVICES
Orthodontia Limited to one course of treatment per member per lifetime
The in-network dental providers mentioned in this communication are independently contracted providers who exercise independent professional judgment. They are not agents or employees of Anthem Blue
Cross Life and Health Insurance Company.

Life products underwritten by Anthem Blue Cross Life and Health Insurance Company. Anthem Blue Cross is the trade name of Blue Cross of California. Anthem Blue Cross and Anthem Blue Cross Life and
Health Insurance Company are independent licensees of the Blue Cross Association. ® ANTHEM is a registered trademark of Anthem Insurance Companies, Inc. The Blue Cross name and symbol are
registered marks of the Blue Cross Association.
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Choice of dentists
While your dental plan lets you choose any dentist, you may end up paying more for a service if you visit an out-of-network dentist.
Here’s why:
In-network dentists have agreed to payment rates for various services and cannot charge you more. On the other hand, out-of-network dentists don’t have a contract
with us and are able to bill you for the difference between the total amount we allow to be paid for a service – called the “maximum allowed amount” – and the amount
they usually charge for a service. When they bill you for this difference, it’s called “balance billing.”
How Anthem dental decides on maximum allowed amounts
For services from an out-of-network dentist, the maximum allowed amount is determined in one of the following ways:
· Out-of-network dental fee schedule/rate developed by Anthem, which may be updated based on such things as reimbursement amounts
accepted by dentists contracted with our dental plans, or other industry cost and usage data
· Information provided by a third-party vendor that shows comparable costs for dental services
· In-network dentist fee schedule
Here’s an example of higher costs for out-of-network dental services
This is an example only. Your experience may be different, depending on your insurance plan, the services you receive and the dentist who provides the services.
Ted gets a crown from an out-of-network dentist, who charges $1,200 for the service and bills Anthem for that amount.
Anthem’s maximum allowed amount for this dental service is $800. That means there will be a $400 difference, which the dentist can “balance bill” Ted.
Since Ted will also need to pay $400 coinsurance, the total he’ll pay the out-of-network dentist is $800.
Here’s the math:
· Dentist’s charge: $1,200
· Anthem’s maximum allowed amount: $800
· Anthem pays 50%: $400
· Ted pays 50% (coinsurance): $400
· Balance Ted owes the provider: $1,200 - $800 = $400
· Ted’s total cost: $400 coinsurance + $400 provider balance = $800
In the example, if Ted had gone to an in-network dentist, his cost would be only $400 for the coinsurance because he would not have been “balance billed” the $400
difference.
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CURRENT SMALL GROUP
DELTA DENTAL PPO

Premier
Services

or

In-Network

Non-Delta Dentist

Annual Deductible
Annual Maximum Benefit

$25/Person

$75/Family

$2,000/Person

$1,250/Person

100%

80%

80%

70%

50%

50%

Diagnostic / Preventative
Two cleanings/year; Bitewing x-rays
and Exam; Four periodontal cleanings/
year

Basic Services
Crowns; Fillings; Extraction; Root
Canal; Repair Crowns

Major Services
Dentures; Implants

Lifetime Ortho Max
(Children under age 19)



$1,500 lifetime
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PPO Plan Design
Benefit

In-Network

Deductible

$300 per person
(Maximum of 3 per family)

Annual Out-of-Pocket
Maximum

$1,000 per person
(Maximum of 3 per family)

Office Visit Copay

$15 (deductible waived)

Lab and X-Ray*

0%

Hospital Inpatient*

10%

LASIK

$1,500 lifetime benefit
per eye

Body Scan

Once every 24 months,
member and spouse only

Prescription Drugs

$10 for generics

*After deductible has been met

CLICK HERE TO FIND
A PPO PROVIDER

Back to Index

ENROLL ONLINE HERE

Anthem

®

®

Blue Cross

18
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HMO Plan Design
Benefit

Copay

Deductible

$0

Annual Out-of-Pocket
Maximum

$500 per person
(Maximum of 3 per family)

Office Visit Copay

$10

Lab and X-Ray Copay

$10

Hospital Inpatient Copay

$500

LASIK

$1,500 lifetime benefit
per eye

Body Scan

Once every 24 months,
member and spouse only

Prescription Drugs

$10 for generics

CLICK HERE TO FIND
A SELECT HMO PROVIDER

Back to Index

ENROLL ONLINE HERE

Anthem

®

®

Blue Cross

14
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Vivity HMO Plan Design
Benefit

Copay

Deductible

$0

Annual Out-of-Pocket
Maximum

$2,500 per person
(Maximum of 2 per family)

Office Visit Copay

$20

Lab and X-Ray Copay

$100

Hospital Inpatient Copay

$250 per day
(three day copay maximum)

LASIK

$1,500 lifetime benefit
per eye

Body Scan

Once every 24 months,
member and spouse only

Prescription Drugs

$15 for generics

CLICK HERE TO FIND
A VIVITY HMO PROVIDER

Back to Index

ENROLL ONLINE HERE
16
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MEDICAL/VISION

Vision
Our comprehensive vision plan is included in all
UFLAC medical plans

Coverage provided through
VSP with the largest network
in California

Frame allowance is $130
and may also be used for contacts

19
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Now includes Costco!

New frames and lenses,
or contact lens
allowance, is available
every 24 months

Vision exams are available
every 12 months with

NO COPAY

CLICK HERE TO FIND
A VSP PROVIDER

Back to Index

ENROLL ONLINE HERE

20
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DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

SEPTEMBER 20, 2017

ITEM: A.1

FROM:

AD HOC COMMITTEE ON RETIREE HEALTH PLANS
Robert von Voigt, Chair
Ruben Navarro
Brian Pendleton
Pedram Salimpour, MD

SUBJECT:

RECONSIDERATION OF MEDICAL, DENTAL AND VISION INSURANCE PLANS
OFFERED BY LAFPP AND POSSIBLE BOARD ACTION

RECOMMENDATION
That the Board direct staff to discontinue contract negotiations and execution with Kaiser
Permanente and Anthem Blue Cross to provide health, vision and dental insurance services to the
pensioners currently enrolled in the LACERS health plans.
BACKGROUND
On July 6, 2017, the Board approved staff’s selection of Kaiser Permanente to provide health and
vision insurance and Anthem Blue Cross to provide dental insurance services to the pensioners
currently enrolled in the LACERS health plans, effective January 1, 2018. The Board further
directed staff to: 1) work with United Firefighters of Los Angeles City (UFLAC) to amend our
Operations Agreement with UFLAC to allow pensioners currently enrolled in the LACERS health
plans to enroll in UFLAC’s Anthem PPO and HMO health plans, and 2) continue dialog with the Los
Angeles Police Relief Association (LAPRA), Los Angeles Firemen’s Relief Association (LAFRA),
and UFLAC on opening their health and dental plans to pensioners currently enrolled in LACERS
health and dental plans.
DISCUSSION
Following the Board’s direction in July 2017, staff has continued to explore the possibility of opening
LAPRA, LAFRA, and UFLAC’s health and dental plans to the pensioners currently enrolled in
LACERS plans. In addition, staff has also discussed the Los Angeles Police Protective League’s
(LAPPL) offer to open its dental plans to retired Port Police and future Airport Police retirees.
Based on these continuing discussions, the four entities have again proven to be great partners with
LAFPP and have recently granted access for members of the small LACERS group and/or future
Port Police and Airport Police retirees to specific LAFRA, LAPRA, LAPPL, and UFLAC
medical/dental plans as shown in the table below.

Attachment 3
ENTITY

HEALTH
(MEDICAL/VISION)

LAPRA

•

LAFRA

•

UFLAC

•

•

ELIGIBLE TO
ENROLL*
LAPD
Port Police
Airport Police
LAFD

•
•

LAPPL
* Subject

DENTAL

LAFD
Port Police
Airport Police
LAPD
Port Police
Airport Police

to each entity’s enrollment eligibility rules.

With these new enrollment options presented and discussed at the meeting of the Ad Hoc
Committee on Retiree Health Plans on September 14, 2017, the Committee believes that
contracting with separate Kaiser and Anthem Blue Cross plans offered by LAFPP is not necessary
at this time. The health and dental plans now made available thanks to LAPRA, LAFRA, UFLAC
and LAPPL will provide a range of insurance options and coverage for all current and future LAFPP
pensioners (see Attachment).
BUDGET
Enrolling the small group and future Port Police and Airport Police retirees in health and dental plans
currently available to other LAFPP pensioners may result in minor variations in these pensioners’
subsidy entitlements depending on their plan selections. However, it is anticipated that there will
be administrative cost savings from not having to administer separate Kaiser and Anthem contracts.
POLICY
No policy changes are recommended.

This report was prepared by:
Greg Mack, Chief Benefits Analyst
Pensions Division
RPC:JS:GM
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Board Report

Retiree Health & Dental Plan Options
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September 20, 2017
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Plan Options for Current Small Group & Future Retirees
ELIGIBLE RETIREES
Sponsor

Medical Plans

Fire

Port

Future
Port

Future
Airport

•

•

•

LAFPP

Kaiser Permanente

•

LAFRA

Kaiser Permanente

•

LAPRA

Kaiser Permanente

•

•

•

LAPRA

Anthem Blue Cross HMO

•

•

•

LAPRA

Anthem Blue Cross PPO

•

•

•

UFLAC

Anthem Blue Cross HMO

•

•

•∗

•∗

UFLAC

Anthem Blue Cross PPO

•

•

•∗

•∗

UFLAC

Anthem Blue Cross Vivity

•

•

•∗

•∗

Fire

Port

Future
Port

Future
Airport

•

•

•

•

Sponsor

Dental Plans

LAFPP

Anthem Blue Cross DPPO

LAPPL

Delta Dental HMO

•

•

•

LAPPL

Delta Dental PPO

•

•

•

LAPRA

Anthem Blue Cross HMO

•

•

•

LAPRA

Anthem Blue Cross PPO

•

•

•

UFLAC

Metlife HMO

•

•

•∗

•∗

UFLAC

Metlife PPO

•

•

•∗

•∗

UFLAC

Direct Reimbursement Network

•

•

•∗

•∗

*Access up to 2 years guaranteed
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DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE COMMISSIONERS
DATE:

JUNE 21, 2018

ITEM: 2

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

SUBJECT:

STATUS OF CONTRACTS WITH HEALTH AND DENTAL PLAN
ADMINISTRATORS AND POSSIBLE BOARD ACTION

RECOMMENDATION
That the Board:
1. Instruct staff to continue contract negotiations with LAPRA, LAFRA, LAPPL, and UFLAC
for health and dental plan administration services beginning July 1, 2018; and
2. Authorize staff to research and report back to the Board on the feasibility of establishing a
Kaiser Permanente HMO health plan and dental plan options that would be available to all
members beginning July 1, 2019.
BACKGROUND
On January 18, 2018, the Board directed staff to begin drafting language for new contracts with
each of the current Board-approved health and dental plan administrators (“Associations”), to be
effective July 1, 2018. Subsequently, at the March 12, 2018 meeting of the Ad Hoc Committee on
Retiree Health Plans, staff presented a list of major provisions that would be included in the terms
of the draft contracts.
On April 19, 2018, the Board considered a recommendation from the Committee instructing staff to
draft the proposed contracts between LAFPP and the Associations with additional contract
provisions. The Board also discussed including a provision in the new contracts requesting claims
data from each health and dental plan sponsor.
The Board received City Attorney advice dated May 3, 2018, regarding its fiduciary obligation to
oversee the retiree health program, contract with health plan administrators, select suitable plans
eligible for subsidies, and determine the subsidy benefit an eligible pensioner may receive. On May
17, 2018, the Board waived the attorney-client privilege as to this advice, and made it available to
the public.
Also, on May 17, 2018, the Board approved a recommendation from the Committee for staff to meet
with each of the current Board-approved medical and dental plan sponsors and establish contracts
effective July 1, 2018. The Board also directed staff to include new contract terms that support the
Board’s fiduciary obligations, increase transparency in setting premiums, and increase equity
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among members. At the same meeting, the Board did not approve staff’s recommendation to
include milestones for certain contract terms.
DISCUSSION
Staff has provided draft contracts to each Association and met with their respective representatives
to discuss the proposed terms for the administration of Board-approved medical and dental plans.
All Associations have had opportunities to review the draft contracts and provide feedback. Most
of the terms are a continuation of already agreed upon language from previous agreements. During
the course of contract discussions, several of the proposed terms that the Board directed staff to
include in the new contracts have been altered or removed to accommodate the Associations and
their respective concerns, as follows:
Terms altered at Associations’ request:
• Term of contracts increased from 1 year to 3 years
• Agreement to negotiate subsequent contracts 6 months prior to contract expiration
• Notice of contract termination increased from 180 days to 365 days
• Associations’ plan administrative fee limit of $5.00 changed to only require “notification
of fee amount”
• Notification requirements for LAFPP system changes that impact subsidy transactions
changed from “secure approval” to “consult”
• Allow a “third-party” audit now to “be administered by Departmental Audit Manager”
• “Simplification” to “agree to discuss simplification” of part codes and underutilized plans.
Terms removed at Associations’ request:
• Provide any data that LAFPP requires to administer the subsidy program
• Obtain written consent from LAFPP to publish subsidy information
• Include LAFPP in distribution of mass correspondence to members receiving subsidies
• Hold LAFPP harmless for any unpaid pensioner premiums that are due to a pensioner’s
ineligibility to have a subsidy paid on his or her behalf
• Provide LAFPP with a list of pensioners over the age of 75 who have not incurred any
claims for one year in order to identify pensioners for future LAFPP alive and well checks
• Provide to the Board any additional report relating to services provided under this
Agreement, as may be requested from time to time
The Associations have raised objections on all of the major terms that were included per the Board’s
direction:
Terms that support the Board’s fiduciary obligations:
• Acceptance of fiduciary responsibility on behalf of the Board
• Annual presentations to the Board for consent of plans and premiums
Terms that will increase transparency in the administration of the subsidy program:
• Provision of claims data
• Allow a third-party audit
Terms that will reduce disparities among members:
• Open enrollment to all pensioners, regardless of their former employing department
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Staff acknowledges that although the Associations are open to the establishment of new Medicare
plans, this initiative will take additional time and planning to implement. Also, the Board’s request
to provide all members access to a respective Association’s open enrollment is currently under
review by outside tax counsel and will not be resolved by July 1, 2018.
After further review and discussion, staff recognizes contract terms that increase transparency and
can be implemented immediately will provide the greatest benefit to the Plan and its members. The
provision of claims data will help resolve the ongoing questions as to why members receive
disparate subsidy benefits and confirm that the Board, as fiduciaries, is providing members a good
value for their subsidy dollars.
Staff has concerns that there are still some members and surviving spouses/domestic partners who
are prevented from using their subsidy benefits under the current health plan structure. Despite the
special enrollment period held last year and subsequent changes to Association eligibility
requirements, staff is aware of retired firefighters who qualify to receive a subsidy, however, they
are not able to enroll in an Association health or dental plan due to eligibility issues or cost. For
some retirees it is too cost prohibitive to enroll in a LAFRA or UFLAC plan as LAFRA may require
payment of retroactive dues and UFLAC plans can be costly for members who do not qualify for the
maximum subsidy. Additionally, the changes to Association eligibility requirements for the special
enrollment period last year could be overturned by the Associations in a subsequent year.
To address the needs of these pensioners and others, the Board should consider providing LAFPPmanaged Kaiser HMO and dental plans. Such plans would be available as an option to all members
and their eligible dependents.
If approved by the Board, staff will continue to work with the Associations to resolve any remaining
concerns. Staff will also work with our health plan consultant, USI Insurance Services, to research
the feasibility and requirements of establishing a Kaiser plan and dental plan options available to all
pensioners. Staff will report back to the Board on July 19, 2018, regarding the establishment of
contracts effective July 1, 2018, or possible next steps if necessary.
BUDGET
No impact to the budget as recommended.
POLICY
No policy changes as recommended.
CONTRACTOR DISCLOSURE INFORMATION
There is no contractor disclosure information required with this report.
This report was prepared by:
Eunice Zordilla, Manager
Medical & Dental Benefits Section
RPC:JS:GM:EZ
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*Pensioners who were enrolled in a LACERS health insurance plan and retired prior to 2000 remain eligible to enroll in LACERS plans.
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Los Angeles Firemen's Relief Association
Health Plans
Fire Medical PPO
Kaiser Permanente HMO

Los Angeles Police Relief Association
Health Plans
Anthem Blue Cross PPO
Kaiser Permanente HMO
Anthem Blue Cross CaliforniaCare Plus HMO
Anthem Blue Cross Medicare Advantage HMO
Dental Plans
Anthem Blue Cross DPPO
Anthem Blue Cross DHMO

United Firefighters of Los Angeles City
Health Plans
Anthem Blue Cross Select HMO
Anthem Blue Cross HSA PPO
Anthem Medicare Advantage HMO
Anthem Medicare Advantage PPO
Dental Plans
MetLife DHMO
Metlife DPPO
Direct Reimbursement

Los Angeles Police Protective League
Dental Plans
Delta Dental PPO
Delta Dental HMO

DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE AD HOC COMMITTEE ON RETIREE HEALTHCARE PROGRAM
DATE:

AUGUST 5, 2022

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: 4

SUBJECT: SUBSIDY PROGRAM AUDIT REPORTS
THIS REPORT IS PROVIDED TO THE AD HOC COMMITTEE FOR INFORMATIONAL
PURPOSES.
DISCUSSION
At the Ad Hoc Committee’s July 21, 2022 meeting, the Committee Chair requested the Internal Audit
Section to provide the Committee with copies of the reports issued on the audits of the Subsidy
Program for Healthcare Plans Administered by the Los Angeles Firemen’s Relief Association
(LAFRA), Los Angeles Police Protective League (LAPPL), Los Angeles Police Relief Association
(LAPRA), and United Firefighters of Los Angeles City (UFLAC).
The current contracts between LAFPP and the Associations/Unions allow for a “…performance
audit of the health plans as related to the subsidy program as defined by LAFPP’s Departmental
Audit Manager, which shall be substantially similar to prior audits subject to all applicable laws and
auditing standards. The performance audit may examine the effectiveness, economy, efficiency or
internal controls of the health and dental plans as administered by...”
In 2020 and 2021, the Internal Audit Section (IAS) completed audits that focused on the specific
audit objectives noted below:
•
•
•
•

Evaluate whether the subsidy program is administered in accordance with requirements.
Determine whether members for whom LAFPP paid subsidies were covered under an
approved health or dental plan.
Review compliance with key contractual requirements.
Assess reasonableness of administrative fees.

Because LAFRA administers a self-funded health plan, IAS also examined the validity of self-funded
preferred provider organization plan costs and the adequacy of health claims reserves.
Importantly, these audits did not evaluate the medical/dental plan benefits provided under
the health plans administered by the Associations/Unions nor did they examine the costeffectiveness of the plans provided by each.

BUDGET
There is no additional impact to the budget.
POLICY
No policy changes are recommended.
CONTRACTOR DISCLOSURE INFORMATION
There is no contractor disclosure information required with this report.
This report was prepared by:
Cynthia Varela, Departmental Audit Manager
Internal Audit Section
RPC:JS:CV
Attachments (4)
Attachments: 1. Audit of Subsidy Program for Health Plans Administered by Los Angeles Firemen’s
Relief Association
2. Audit of Subsidy Program for Dental Plans Administered by Los Angeles Police
Protective League
3. Audit of Subsidy Program for Health and Dental Health Plans Administered by Los
Angeles Police Relief Association
4. Audit of the Subsidy Program for Health and Dental Plans Administered by United
Firefighters of Los Angeles City
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DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

JUNE 4, 2020 JUNE 18, 2020

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: B.9

SUBJECT: AUDIT OF SUBSIDY PROGRAM FOR HEALTH PLANS ADMINISTERED BY LOS
ANGELES FIREMEN’S RELIEF ASSOCIATION AND POSSIBLE BOARD ACTION
RECOMMENDATION
That the Board review, receive, and file the Audit of Subsidy Program for Health Plans Administered
by Los Angeles Firemen’s Relief Association (LAFRA).
DISCUSSION
Internal Audit Section (IAS) conducted the Audit of Subsidy Program for Health Plans Administered
by Los Angeles Firemen’s Relief Association in accordance with the fiscal year 2019/20 Annual Audit
Plan and Forecast based on the agreement between Los Angeles Fire and Police Pensions and
LAFRA to perform a performance audit to examine the effectiveness, economy, efficiency, or internal
controls of the health plans administered by LAFRA. IAS examined the following objectives:
•
•
•
•
•
•

Administration of subsidy program in accordance with requirements
Health coverage of subsidy recipients
Validity of self-funded preferred provider organization plan costs
Reasonableness of administrative/pass-through fees
Adequacy of health claims reserves
Compliance with key contractual requirements.

The subsidy program for health plans administered by LAFRA was generally effective, efficient, and
produced expected results. LAFPP calculated and paid subsidy benefits in accordance with the Los
Angeles Administrative Code and other requirements, and LAFRA provided health coverage to
subsidy recipients. Plan costs were supported and valid, and administrative/pass through fees were
generally consistent with the reported averages of similar employer sponsored health plans. LAFRA
maintained adequate reserves for health claims and complied with key contractual provisions.
Although administrative/pass-through fees appeared reasonable, IAS recommends LAFPP work with
LAFRA to provide detail and support for the administrative fee/pass-through fees necessary to review
and approve future plan rate renewals.
LAFPP and LAFRA agreed with the results, recommendation, and conclusions of the audit.

BUDGET

There is no budget impact associated with this report.
POLICY
There is no policy impact associated with this report.
CONTRACTOR DISCLOSURE INFORMATION
There is no contractor disclosure information required with this report.

This report was prepared by:
James Yeung, Internal Auditor
Internal Audit Section
RPC:CV:JY
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AUDIT OF SUBSIDY PROGRAM FOR HEALTH PLANS ADMINISTERED BY
LOS ANGELES FIREMEN’S RELIEF ASSOCIATION
April 2020
Report Highlights
Purpose of Audit
To determine whether the subsidy program for health plans administered by LAFRA is effective,
efficient, and produces expected results.
What We Observed
✓ Subsidy payments were administered in accordance with Section 4.1154 of the
Administrative Code
✓ Subsidized members were covered under health plans
✓ The self-funded PPO plan expenses were supported and valid
✓ Administrative fees as a percentage of total expenses for the PPO and Kaiser plans
appeared to be generally consistent with the averages of similar employer-sponsored health
plans
✓ LAFRA is fully funded for its self-funded health claim liabilities
✓ LAFRA follows key contractual provisions

What We Recommend
✓ Provide the Board with more specific details of the administrative fee/pass-through fee that
is included in the health care premiums for all future rate renewals.

INTRODUCTION
Pursuant to Internal Audit Section’s (IAS) Fiscal Year 2019-20 Annual Audit Plan and Forecast,
IAS conducted the Audit of Subsidy Program for Health Plans Administered by Los Angeles
Firemen’s Relief Association (LAFRA).
Los Angeles Fire & Police Pensions (LAFPP) administers a $132 million1 dollar subsidy
program for the healthcare coverage of eligible retired members and beneficiaries pursuant to
Administrative Code Sections 4.1151- 4.1153. LAFPP pays subsidies on behalf of eligible
members enrolled in Board-approved health plans to provide suitable health, medical, hospital,
dental, or vision coverage. Employee service organizations that include Los Angeles Firemen’s
Relief Association (LAFRA), Los Angeles Police Relief Association (LAPRA), Los Angeles
Police Protective League (LAPPL) and United Firefighters’ of Los Angeles City (UFLAC), which
began offering health plans to their memberships prior to the subsidy program’s inception in
1

2019-20 fiscal year budget for health and dental insurance subsidies.
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1975, administer the current Board-approved health plans. LAFPP pays subsidies to the
service organizations on behalf of eligible members enrolled in their approved plans.

increase operational efficiencies, enhance ting manual processes, and improve
LAFRA offers 2 health plans: a self-funded preferred provider organization (PPO) plan and a
fully insured Kaiser health maintenance organization (HMO) plan, with the vast majority of the
approximately 3,000 health plan enrollees participating in the PPO plan. For calendar year
2019, LAFPP paid LAFRA subsidies totaling $34 million, of which $31 million (91%) was for
members enrolled in the PPO plan.
This performance audit was conducted in accordance with Generally Accepted Government
Auditing Standards and the International Standards for the Professional Practice of Internal
Auditing. These standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on
our audit objectives. IAS has determined that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives.
We wish to thank LAFRA, Bradawn, Inc., LAFRA’s health consultant, and Medical and Dental
Benefits (MDB) Section for their assistance, collaboration, and valued input throughout the
course of this audit.
Background
In October 2018, LAFPP and LAFRA signed a 5-year contract (the Contract) for the term July
1, 2018-June 30, 2023 regarding the administration of retiree health plans and retiree health
plan subsidies. The Contract sets forth the specific services to be performed by each party,
along with contractual terms for fees and confidentiality. Article 3.2.v of the Contract requires a
performance audit of the health plans as related to the subsidy program to examine the
effectiveness, economy, efficiency, or internal controls of the health plans as administered by
LAFRA.
AUDIT OBJECTIVES AND SCOPE
The overall objective of the audit was to determine whether the subsidy program for health
plans administered by LAFRA is effective, efficient, and produces expected results. The
following objectives were evaluated:
Objective No. 1 – Evaluate whether the subsidy program is administered in accordance with
requirements;
Objective No. 2 – Verify the health coverage of subsidy recipients;
Objective No. 3a – Validate the financial costs of the self-funded preferred provider organization
(PPO) plan;
Objective No. 3b – Assess reasonableness of administrative/pass-through fees;
Objective No. 3c – Assess adequacy of health claims reserves; and,
Objective No. 4 – Review compliance with key contractual requirements.
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SUMMARY AUDIT RESULTS
The subsidy program for health plans administered by LAFRA was generally effective, efficient,
and produced expected results. LAFPP calculated and paid subsidy benefits in accordance
with the Los Angeles Administrative Code and other requirements, and LAFRA provided health
coverage to subsidy recipients. Plan costs were generally supported and valid. LAFRA’s
plan costs included health claims, third party administration, and internal administration
expenses, which were the rating basis for the plan premiums. Health claims and third-party
administration costs, which comprised 98% of the self-funded plan expenses, were verified to
external vendor invoices and payment records.
Internal administration expenses were generally consistent with the reported averages of
similar employer sponsored health plans and there was no evidence to suggest that
administrative expense rates were excessive.
The Board receives details on the primary components of the PPO health care premiums –
claims costs, and plan administration expenses (e.g., third party administrator fees, network
access fees, wellness program costs, etc.). The Contract, however, only stipulates the
administrative/pass-through per employee/per month rates and lacks specificity on the internal
administration services LAFRA provides as well as on the costs and calculation methods for
the per employee/per month rates. Full and complete information is necessary for sound
decision making by the Board. It is recommended that LAFPP work with LAFRA to provide the
Board with more specifics regarding the administrative/pass-through fees that are included in
the health care premiums for all future rate renewals.
MANAGEMENT RESPONSE
A draft report was provided to LAFRA and LAFPP for review and discussion. LAFRA and
LAFPP expressed general agreement with the audit results. LAFRA indicated it provides the
financial information required by the Contract with LAFPP. IAS agrees the recommendation to
provide detailed administrative fee information would be in addition to what is currently
required.
LAFPP management concurs with the recommendation and will work towards joint
collaboration with LAFRA in obtaining the information for the 2021 rate renewal without a
contract amendment. If efforts are unsuccessful, staff will include the audit recommendation
as a new requirement to be included in future contracts with health and dental plan
administrators.
Written responses from LAFRA and LAFPP are included as Attachments 2 and 3, respectively.
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AUDIT PROCEDURES, FINDINGS, AND RECOMMENDATIONS
Objective No. 1 – Evaluate whether the subsidy program is administered in accordance
with requirements
Objective No. 2 – Verify health coverage of subsidized members
Section 4.1154 of the City of Los Angeles Administrative Code (LAAC) codifies the health
subsidy eligibility requirements and is summarized in Table 1.
Table 1 - Health Subsidy Eligibility
Health Subsidy Eligibility Summary
Tiers 1-2
(Service Retirement)

Tiers 3-6
(& T1/T2 Disability)

60 or Older
[LAAC Sec. 4.1154(a)]

60 or Older
[LAAC Sec. 4.1154(d)]

Eligibility

Age

55 or older
(For Tiers 2-6 members retiring after 7/1/98)
[LAAC Sec. 4.1154(f)]

Years of Service (YOS)

20
[LAAC Sec. 4.1154(a)]

10
[LAAC Sec. 4.1154(d)]

80% at 20 YOS
[LAAC Sec. 4.1154(a)]

40% at 10 YOS
[LAAC Sec. 4.1154(d)]

4% for each YOS over 20
[LAAC Sec. 4.1154(a)]

4% for each YOS over 10
[LAAC Sec. 4.1154(d)]

Subsidy Amount
Basic
Additional

$1,820.29 eff. 7/1/2019
[LAAC Sec. 4.1154(e)]

Maximum

4% each YOS up to maximum
[LAAC Sec. 4.1154(b)]

Member Ineligible for Medicare Part
A (under age 65)
Member Eligible for Medicare Part A (65 or older)

10-14 full YOS

75% of QMP*
[LAAC Sec. 4.1154(c)]

15-20 full YOS

90% of QMP*
[LAAC Sec. 4.1154(c)]

20 or more YOS

100% of QMP*
[LAAC Sec. 4.1154(c)]

*Qualifying Monthly Premium
(QMP)

QMP is the lesser of member's plan premium or highest
premium of Part A supplemented plan for retired LACERS
Member
[LAAC Sec. 4.1154(c)]
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Audit Procedures
1. To determine whether subsidies were administered in accordance with Section 4.1154 and
its subsections, IAS recalculated the subsidy payments paid on behalf of 30 LAFRA
members for November 2019 to confirm their eligibility and payment amounts. The sample
was judgmentally selected to account for eligibility and calculation variances based on the
member’s:
•
•
•
•

Years of service
Age
Tier
Medicare eligibility

•
•
•

Premium of selected health plan
Dependent coverage
Subsidy freeze election

2. IAS then reviewed either Kaiser or health plan administration invoices to verify the health
coverage for the 30 members sampled.
Test Results
All 30 subsidy payments were calculated in accordance with Section 4.1154. Additionally, each
of the subsidized members was covered by either the PPO or Kaiser plan.

Objective No. 3a – Validate the financial costs of the self-funded preferred provider
organization (PPO) plan
Background
LAFRA administers a self-funded PPO plan in which approximately 90% of its health care
subscribers are enrolled. LAFRA’s plan structure, like most self-funded plans, consists of health
care provider networks for member access to service and benefits, and a third-party
administrator, or TPA, for claims management and processing services. Subscribers seek
service from network providers who invoice the TPA for the services provided. The TPA verifies
patient and service coverage eligibilities and prepares an approved claims invoice for LAFRA’s
payment approval. Once the invoice is approved, LAFRA remits payment to the TPA for
payment to the providers. Figure 1 depicts LAFRA’s self-funded insurance structure, member
service, and billing and payment processes.
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Figure 1 - Self-Funding Insurance Process
How Self-Funded Health Plans Work

Member

Network Provider

TPA

LAFRA

Health claims and administration expenses are the major costs for self-funded insurance plans.
As a self-funded plan, LAFRA assumes financial responsibilities for covered health claims.
Network providers and TPAs provide essential services and are necessary costs.
In addition to these external services, LAFRA internally administers the plan providing member
services, contract management, and overhead support services. For example, LAFRA
conducts annual open enrollments, negotiates vendor contracts and maintains business
relations, provides member customer service, maintains member records, processes
subsidies, along with providing support resources such as accounting, human resources,
facilities, and information systems2. The costs of providing these internal administration
services (LAFRA office administration) are the basis of the $25.65 per employee/per month
(PEPM) administrative fee rate that is incorporated into the PPO plan premiums pursuant to
Article 4.1 of the Contract. See Objective No. 3b – Assessment of Reasonableness of
Administrative Fee.
LAFRA’s policies state that its office administration costs include direct and indirect costs.
Direct costs are those directly attributable to plan administration and are directly charged to the
PPO plan, such as salaries and benefits to conduct open enrollment and printing and mailing
costs for enrollment materials. Conversely, indirect costs are shared costs that are allocated
between health plan administration and LAFRA’s non-health plan administration functions. The
salaries and benefits of shared labor are allocated using annual time surveys. Non-salary costs
2

Attachment 1 is a list of common administration services compiled by the Sherlock Company, a healthcare
financial advisory firm. This list demonstrates that LAFRA’s administration services are in line with those
commonly performed by plan administrators and carriers.
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are allocated based on full-time employee equivalents (FTE) computed using the annual time
surveys.

Equivalent.
The total expenses for the self-funded plan (retired only)3 in calendar year 2019 was almost
$40 million. Table 2 details these expenses.

Table 2 - Self-Funded PPO Plan Expenses (Retired Only) for Calendar Year 2019
Expense Description
Health Claims
Third Party Administrator (TPA)
Wellness Program
Network Access
Rx and Vision Administration
LAFRA Office Administration
Consulting Services4
TOTAL

Expense Type
Program/External
Administration/External
Program/External
Administration/External
Administration/External
Administration/Internal
Administration/External

Amount
Percent
$35,456,517
89.6%
$1,235,319
3.1%
$697,096
1.8%
$627,941
1.6%
$544,716
1.4%
$800,092
2.0%
$205,718
0.5%
$39,567,399
100%

Health claims expense includes a $1.2 million actuarial estimate for incurred but not reported
(IBNR) claims. See Objective No. 3c – Assess adequacy of health claims reserve.
Program expenses for health claims and wellness programs comprised 91% of the plan’s total
costs5. Plan administration expenses accounted for the remaining 9% of the plan’s total costs,
comprised of 7% and 2% for external third party and internal LAFRA costs, respectively6, as
depicted in Figure 2.

3

The PPO plan serves both active and retired members. Table 2 reflects expenditures for retirees only.
Consulting services include benefits, pharmacy, and computer consulting.
5
Health claims include medical, prescription, vision, and durable medical equipment (DME) claims. Wellness programs are comprehensive
programs for physical and emotional health maintenance, and include gym memberships, fitness classes, and health educational resources.
LAFRA pays membership fees for members to join wellness programs.
6
The expense categorization criteria align with the Department of Labor’s criteria to group benefit payments and administrative expenses.
See Objective 3b.
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Figure 2 – Self-Funded Plan Expense Type
7%
2%

Program Expenses
Third Party Expenses
Internal Administration

91%

Audit Procedures
1. Program and third-party administration expenses are utilized by USI Consulting Group,
LAFPP’s health consultant, to validate the PPO plan rate premiums. To confirm these plan
expenses, IAS agreed November 2019 expenses totaling $2,981,457 to vendor invoices
and payment records. Table 3 details November 2019 expenses.
2. IAS confirmed the November 2019 LAFRA office administration expenses totaling $64,724
by reviewing the expense details to confirm whether they were reasonable and supported.
Table 3 - Self-Funded Insurance Expenses for November 2019
Expense Description
Expense Type
Health Claims
External
Third Party Administrator (TPA)
External
Wellness Program
External
Network Access
External
Rx and Vision Administration
External
Consulting Services7
External
rd
Subtotal - Program and External 3 Party Expenses
LAFRA Office Administration
TOTAL
7

Internal

Nov 2019
$2,694,564
$119,741
$50,212
$53,821
$45,950
$17,169
$2,981,457

Percent
88.5%
4.0%
1.7%
1.8%
1.5%
0.5%
98.0%

$64,724
$3,046,181

2.0%
100%

USI did not review consulting services in its rate validation analysis.
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Results
1. IAS confirmed the amounts of the November 2019 program and third-party administration
expenses to vendor invoices and payment records without exception. The confirmed health
claims, TPA, wellness program and network access expenses totaled $2,964,288. IAS did
not review consulting services expenses as it represented 0.5% of total expenses.
2. For the internal LAFRA office administration expenses, LAFRA provided IAS the details of
the $64,724 cost allocation for November 2019 as follows:

Table 4 – Office Administration Expenses for November 2019
Description
Salaries/Benefits
Operations Overhead to Retiree Medical
Depreciation
IT Overhead to Retiree Medical
Marketing Overhead to Retiree Medical
Accounting Overhead to Retiree Medical
Trustee Expenses
HR Overhead to Retiree Medical
Building/Property Taxes
General Liability Insurance
Legal Fees-Retiree Medical
Office Supplies
Telephone & Internet
Postage & Shipping
Miscellaneous Expense
Transportation
Other Taxes and Licenses
TOTAL

Amount
$ 13,276.00
$ 9,398.82
$ 9,322.72
$ 8,639.95
$ 4,464.18
$ 3,632.51
$ 3,629.40
$ 3,585.71
$ 3,196.50
$ 1,859.31
$ 1,715.00
$ 819.54
$ 438.34
$ 340.26
$ 191.27
$ 136.40
$ 78.09
$ 64,724.00

% of Total
20.5%
14.5%
14.4%
13.3%
6.9%
5.6%
5.6%
5.5%
4.9%
2.9%
2.6%
1.3%
0.7%
0.5%
0.3%
0.2%
0.1%
100%

Based on the information provided, the nature of the reported expenses appeared reasonable
and consistent with expenditures expected for the administrative services LAFRA provides.
IAS was unable to confirm the allocated amounts without a full allocation schedule detailing
total unallocated costs and allocation assumptions. Objective No. 3b assessed the
reasonableness of the rate in which the LAFRA office administration rate was applied, since
the source of costs and their allocations could not be confirmed.
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Objective No. 3b – Assess reasonableness of administrative fees
Background
Article 4.1 of the Contract states, “The administrative fee shall be incorporated into the Fire
Medical PPO plan premiums and payable in the month prior to the coverage month. The
current administrative fee is $25.65 per member (primary subscriber) per month.” As discussed
in Objective 3a, the administrative fee is billed for services provided internally by LAFRA to
administer the PPO plan. The PEPM rate is computed based on a 12-month trailing average
of LAFRA office administration expenses plus a 3% add-on for inflation. The stipulated $25.65
PEPM rate in the Contract was computed in March 2018 during contract negotiations and was
based on the average administration expenses for the 12 months prior to March 2018.
The PEPM is annually updated for renewal. For the current fiscal year 2019-20, the PEPM
incorporated in PPO premiums is $24.59 based on the 12-month average for March 2018
through February 2019 plus 3% inflation add-on. The total annual administrative fee is
approximately $840,000 based on an enrollment of 2,850.
Further, Article 4.2 of the Contract states “The pass-through fee shall be incorporated into the
Kaiser plan premiums for the approved plan(s) and payable in the month prior to the coverage
month. The current pass-through fee is $10 per member (primary subscriber) per month.” Like
the PPO plan, the pass-through fee is billed for services provided internally by LAFRA to
administer the Kaiser plans. The $10 PEPM rate was adopted approximately 20 years ago
from the United Firefighters of Los Angeles City (UFLAC) when LAFRA assumed
administration of Kaiser plans from UFLAC. The $10 PEPM rate has not changed since its
adoption from UFLAC. Additionally, the basis of this PEPM rate is not known. The total annual
pass-through fee is approximately $43,000 based on an enrollment of 360.
The United States Department of Labor prepares a report entitled “Annual Report to Congress
on Self-Insured Group Health Plans” (DOL Report). The DOL Report, most recently issued in
March 2019, summarized health plan statistics compiled from the Form 5500 filings for tax year
2016 of over 56,000 employer sponsored health plans. It reported plan participant numbers,
plan assets/liabilities, revenues/expenses, plan benefits, and funding arrangements. Form
5500 is a required filing for health and pension plans that are subject to the Employee
Retirement Income Security Act of 1974 (ERISA). LAFRA is exempt from Form 5500 as its
plans cover primarily government employees.

10 | P a g e

Audit Procedures
IAS compared the following administrative fee percentages to revenues and expenses of the
PPO and Kaiser plans to plan groups with the most similar available characteristics from the
DOL Report.
•
•

Percentage of administrative/pass-through fee to total revenue
Percentage of administrative fee to total expense (PPO only)

The DOL Report categorized the data by plan characteristics.
•
•
•

Plan size (large with 100 or participants and small with less than 100)
Insurance arrangement (self-insured, fully insured, and mixed)
Funding arrangement (trust or no trust)

Further, the participant pool combined active and retired employees.
Table 5 describes the characteristics from the DOL Report that were used for comparisons to
the PPO and Kaiser plans.
Table 5 – DOL Report Characteristics
Plan Characteristic
Plan size
Insurance arrangement
Funding arrangement
Participant pool

PPO
Large (>100)
Self-insured
Trust
Active & retired

Kaiser
Large (>100)
Fully insured
Trust
Active & retired

The DOL Report was the best available resource and provided the most similar comparisons,
although administration expense data was provided only for plans holding funds in trusts;
neither the PPO nor Kaiser plans hold funds in trusts. This and other underlying data
characteristic differences were considered in the comparison results.
Test Results
Table 6 summarizes the key measurement comparison results of LAFRA’s PPO and Kaiser
plans to key statistics and averages from the DOL Report.
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Table 6 – Metric Comparisons for Administrative/Pass-Through Fees
Metric

Difference

LAFRA

1.9%

PPO
DOL
Report
2.6%

-0.7%

1.4%

Kaiser
DOL
Report
.8%

2.0%

2.4%

-0.4%

N/A8

.8%

1
2,850
$41.1M
$39.6M
$ 800K

1,600
8.7M
$26.9B
$28.4B
$.7B

1
360
$3.1M
unknown
$43K

130
320K
$2.2B
$2.2B
$18M

LAFRA
Percent adm fee to
total revenue
Percent adm fee to
total expense
Key Statistics
No. of Plans
No. of Participants
Total Revenue
Total Expense
Total Adm. Exp.
Avg. No. Participants
Avg. Adm. Exp

5,458
$433K

Difference

+0.6%
N/A

2,462
$138K

Adm fee is the portion of administrative expenses that are not professional fees, contractor administrator fees or
investment advisory and management fees.
Total Revenue includes employer and participant contributions.
Total Expense includes benefit payments and all administrative expenses.

As generally expected, the key metrics for the PPO plan compared favorably to those from the
DOL Report. The PPO plan’s administrative fee percentage to total revenue and to total
expenses were lower by .7% and .4%, respectively, to those of the DOL Report averages.
Some of the favorable differences for each of these metrics can reasonably be attributed to
LAFRA’s absence of added trust administration costs.
The Kaiser plan’s pass-through fee percentage to total premiums was also expected to
compare favorably to the DOL Report, but instead was higher by 0.6%. The fact that the basis
of the plan’s $10 PEPM rate is unknown and has remained unchanged since its adoption from
UFLAC 20 years ago makes it difficult to determine the true cause for the difference.
The broad results of this metrics comparison show that LAFRA’s administrative/pass-through
fees appear to be generally at, or around, the averages of those in the DOL Report, after
considering underlying differences in plan characteristics. There was no evidence to suggest
that administration expenses were excessive. It is recommended, however, that specific

8The

Kaiser PEPM was adopted from the UFLAC plan. LAFRA did not provide specific financial expenses
associated with administering the plan.
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details supporting each PEPM rate be obtained and considered for rate renewal purposes. See
Other Related Matter – Administrative and Pass-Through Fees.
Objective No. 3c – Assess adequacy of health claims reserves
Background
Self-funded plans are responsible for paying covered health claims. Total claims liability for
health services provided must be estimated due to billing lags. Actuarial estimates of claims
for unbilled services, called incurred but not reported (IBNR), are calculated for funding and
financial reporting purposes. IBNR comprised $1.2 million of the $35.5 million health claims
expense for calendar year 2019.
Description
Health Claims Paid
IBNR
Total Claims Expense

Calendar Year 2019
$34,268,517
$1,188,000
$35,456,517

The cumulative IBNR on December 31, 2019 was $4.7 million and represents total retiree
unbilled claims liabilities.
IBNR
CY 12/31/18 and prior
Calendar Year 12/31/19
Cumulative on 12/31/19

Amount
$3,507,000
$1,188,000
$4,695,000

IAS reviewed publicly available financial reports for LAFRA (for the Relief Association as an
organization) to assess its ability to fund IBNR. Further, LAFRA’s independent auditor,
Harrington Group CPA, LLC, confirmed the adequacy of LAFRA’s investments to fully fund the
December 31, 2019 retiree IBNR liability amount.
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Objective No. 4 – Review compliance with contractual requirements
Background
Key provisions of the Contract that directly impacted subsidy payments were selected for
review.
Article 3.2.s of the Contract states “Use reasonable efforts to verify eligibility of all dependents
enrolled on or after 1/1/98 in pensioners’ health plans.”
Article 3.2.o of the Contract states “Provide LAFPP a copy of each pensioner’s Medicare
Identification Card, as well as a copy of any Medicare Identification Card received for a
pensioner’s dependent, upon receipt by LAFRA.”
Audit Procedures
1. Dependent eligibility policies were reviewed to confirm whether reasonable procedures
were in place to ensure dependent eligibility. IAS randomly selected 10 subscribers
enrolled in multi-party plans to confirm the eligibility of covered dependents.
2. Medicare enrollment policies were reviewed to confirm reasonable procedures were in
place to ensure Medicare enrollment. IAS randomly selected 10 members who turned age
65 in 2019 to confirm their Medicare enrollment.
Test Results
1. Dependent eligibility policies were in place and appeared reasonable. All dependents of
each of the 10 selected subscribers were confirmed through review of official documents
such as marriage and birth certificates, and court records.
2. Medicare enrollment policies were in place and appeared reasonable. Medicare cards for
each of the selected members who turned age 65 in 2019 were reviewed and confirmed for
Medicare enrollment.
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OTHER RELATED MATTER – ADMINISTRATIVE AND PASS-THROUGH FEES
Under the current contract with LAFPP, LAFRA is required to present annually to the Board,
prior to the start of the Plan year, the plan design, premium and administrative fee changes
regarding its health plans. On April 18, 2019, LAFRA presented its Fire Medical PPO Plan and
Kaiser Permanente HMO and Senior Advantage Plans to the Board for the new Plan year
beginning July 1, 2019. The presentation described the PPO Plan Administrative Fee as being
determined by the Plan’s actual operation expense and that in 2018, the administrative fee was
3.26% of the Plan’s expense. There was no similar description for the Kaiser Plan PassThrough Fee since there was no change in the contracted $10 PEPM fee.
The Board receives detailed information related to medical trend rates on an industry-wide
basis and specific to LAFRA and the reasonableness of rate renewals on an annual basis,
including contractually required health claims and plan administration expenses (e.g., TPA
fees, network access fees, wellness program costs, etc.) to validate the Associations’ rate
renewals in consideration of medical rate trends. On May 2, 2019, USI presented its LAFRA
PPO Medical Renewal Analysis which described the required premium consisting of projected
claims (based on prior health claims experience), TPA fees and Network Access fees. The
rate renewal analysis, however, did not include the administrative fee since it is a stipulated
amount in the contract between LAFPP and LAFRA.9 The process, as described for 2019,
followed the same steps for 2020.
While there was no evidence to suggest the administrative fees for either the PPO or Kaiser
plans were excessive as compared to similar employer sponsored plans, the process to provide
material information to the Board related to health plans administered by LAFRA could be
improved to allow for more transparent decision-making for LAFPP members and the public.
The current contract provisions pertaining to administrative and pass-through fees are:
Article 4.1 – The administrative fee shall be incorporated into the Fire Medical PPO plan
premiums and payable in the month prior to the coverage month. The current administrative
fee is $25.6510 per member (primary subscriber) per month.
Article 4.2 – The pass-through fee shall be incorporated into the Kaiser plan premiums for the
approved plan(s) and payable in the month prior to the coverage month. The current passthrough fee is $10 per member (primary subscriber) per month.

The process to present costs by LAFRA and USI was essentially the same for 2020, although LAFRA indicated
its 2019 administrative fee for the PPO Plan was $23.28 PEPM.
10 See Background on page 9 for a description of the annual assessment of the PPO administrative fee.
9
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Neither of these provisions specify the bases of these PEPM rates, such as the specific
administration costs and time period on which the PEPM is based, and the calculation
methodology. Further, the provisions do not specify the internal administration services to be
provided by LAFRA, an essential first step for determining costs. As mentioned, the basis of
the Kaiser $10 PEPM rate is not known and has remained unchanged for approximately 20
years.
We noted that organizations that are subject to ERISA annually report the cost components of
all administrative expenses directly related to the health plan program as well as from general
operations11. In addition, the City’s contract with Mercer Human Resources Services, LLC to
provide open enrollment and ongoing benefit administrative services to active members of the
City (excluding Department of Water and Power employees) lists specific tasks to be performed
and identifies the unit cost or whether it is included in the annual fee per participant.
Although LAFRA provides the financial information required by the Contract, without a detailed
description and breakdown of administration expense components and the calculation of the
administrative fee/pass through fee, the Board does not have a complete picture of the
premiums that will be assessed for LAFRA-covered retirees and beneficiaries that will be
subsidized. It should be noted that the Health Fund Audit for Participating Association Health
Plans conducted by Segal in April 2009 also recommended “A process for submission of annual
financial disclosure comparable to ERISA covered entities may be sufficient for most of the
financial disclosure, necessary for future audits”.
Recommendation:
To enhance the financial information available to the Board and provide a more complete
and transparent picture of healthcare costs, LAFPP should:
1. Work with LAFRA to provide more specifics regarding the PEPM administrative
fee/pass-through fees that are assessed and included in the health care premiums
for all future rate renewals. A list of internal administration services provided, a
detailed breakdown of cost components and amounts that are used to calculate
the PEPM fees should be provided to the Board annually, as part of the rate
renewal presentation.

11

Form 5500, Annual Return/Report of Employee Benefit Plan, Schedule H Financial Information, Lines 2i(1)-(4)
are for reporting administrative expenses such as outside accounting, actuarial services, contract administrative
services and other expenses such as office supplies and equipment, etc.
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Attachment 1 – Health Administration Functions

Sherlock Benchmark Summary
Major Functions Included in Each Administrative Expense Cluster
Sales & Marketing
1. Rating and Underwriting

Account & Membership Administration
8. Enrollment / Membership / Billing

(b) Risk Adjustment

(a) Enrollment and Membership

(c) All Other Rating and Underwriting

(b) Billing

2. Marketing

9. Customer Services

(a) Product Development and Market Research
(b) Member and Group Communication
(c) Other Marketing

(a) Member Services
(b) Printed Materials and Other
10. Claim and Encounter Capture and Adjudication

3. Sales

(a) Coordination of Benefits (COB) and Subrogation

(a) Account Services

(e) Other Claim and Encounter Capture and Adjudication

(b) Internal Sales Commissions

11. Information Systems Expenses

(c) Other Sales

(a) Operations and Support Services

4. External Broker Commissions

(b) Applications Maintenance

5. Advertising and Promotion

(1) Benefit Configuration

(a) Media and Advertising

(2) All Other Applications Maintenance

(b) Charitable Contributions

(c) Applications Acquisition and Development
(d) Security Administration and Enforcement

Provider & Medical Management
6. Provider Network Management and Services
(a) Provider Relations Services

Corporate Services
12. Finance and Accounting
(a) Credit Card Fees

(b) Provider Contracting

(b) All Other Finance and Accounting

(1) Provider Configuration

13. Actuarial

(2) Other Provider Contracting

14. Corporate Services Function

(d) Other Provider Network Management and Services
7. Medical Management / Quality Assurance / Wellness

(a) Human Resources
(b) Legal

(a) Precertification

(1) Compliance

(b) Case Management

(2) Government Affairs

(c) Disease Management

(3) Outside Litigation

(d) Nurse Information Line

(4) All Other Legal

(e) Health and Wellness

(c) Facilities

(f) Quality Components

(e) Audit

(g) Medical Informatics

(f) Purchasing

(h) Utilization Review

(g) Imaging

(i) Other Medical Management

(h) Printing and Mailroom
(i) Risk Management
(j) Other Corporate Services Function
15. Corporate Executive and Governance
16. Association Dues and License/Filing Fees

SHERLOCK
COMPANY

COPYRIGHT © 2019. ALL RIGHTS RESERVED
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Attachment 2 – LAFRA Management Response Letter
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Attachment 3 – LAFPP Management Response Letter
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Attachment 2

DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

JULY 16, 2020

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: C.6

SUBJECT: AUDIT OF SUBSIDY PROGRAM FOR DENTAL PLANS ADMINISTERED BY LOS
ANGELES POLICE PROTECTIVE LEAGUE AND POSSIBLE BOARD ACTION
RECOMMENDATION
That the Board review, receive, and file the Audit of Subsidy Program for Dental Plans Administered
by Los Angeles Police Protective League (LAPPL).
DISCUSSION
Internal Audit Section (IAS) conducted the Audit of the Subsidy Program for Dental Plans
Administered by Los Angeles Police Protective League (LAPPL) in accordance with the fiscal year
2019/20 Annual Audit Plan and Forecast based on the agreement between Los Angeles Fire and
Police Pensions (LAFPP) and LAPPL to conduct a performance audit to examine the effectiveness,
economy, efficiency, or internal controls of the Dental Plans administered by LAPPL. IAS examined
the following objectives:
•
•
•

Evaluate whether the monthly subsidy payment processes are efficient, effective, and in
compliance with authoritative sources.
Review compliance with key contractual requirements.
Verify the dental coverage of LAFPP administered enrollees is accurate and complete.

The subsidy program for Dental Plans administered by LAPPL was generally effective and efficient.
LAFPP calculated and paid subsidy benefits in accordance with the Los Angeles Administrative
Code and other requirements, and LAPPL and LAFPP both generally complied with key contract
provisions that govern data security, contract oversight, and administrative fees, with LAPPL
charging no administrative fees.
In verifying dental coverage of enrollees, IAS compared the February 2020 enrollment in LAFPP’s
pension administration system to LAPPL’s coverage roster. Accurate and complete coverage was
provided to 98% (2,815 of 2,874) of all enrollees. However, 2% (59) of enrollees had coverage levels
in LAFPP’s pension administration system, PARIS, that did not correspond to the coverage provided
by LAPPL. Of these, only 18 resulted in a financial impact to an enrollee, with 4 enrollees paying for
coverage that was not provided and 14 enrollees paying an incorrect premium amount for the

coverage provided. Although the remaining 41 had no identifiable monetary impact since the correct
premiums were paid due to the rate structures, the differing coverage is indicative of a systemic
issue with the transmittal process that the department and LAPPL should work collaboratively on to
identify and resolve.
In assessing the issue, IAS confirmed that information in PARIS was supported by a change file
sent by LAPPL; however, LAPPL also confirmed that the carrier coverage shown on their records
was correct. Based on the information provided, IAS believes the transmittal files provided by
LAPPL had errors that were not caught due to inadequate reconciliations of the two systems. In
response to preliminary results provided by IAS, LAPPL has indicated that they have identified the
cause of these discrepancies and have since updated their internal processes to minimize future
discrepancies.
To further address the immediate impacts on enrollees, IAS recommends that the department work
with LAPPL to (1) ensure that their administration system fully agrees with current enrollment, and
(2) assess and rectify any cumulative financial impact to the department and members. To prevent
any future discrepancies between the systems, IAS recommends that LAFPP (3) request LAPPL
comply with Article 3.2(h) of the Contract, which stipulates that a monthly enrollment list be provided
with information on current coverage levels, (4) periodically reconcile this file to PARIS, and (5)
consider whether a monthly invoice from LAPPL would provide a secondary validation that
deduction amounts are correct.
LAFPP and LAPPL generally agreed with the results, recommendations, and conclusions of the
audit and their full responses are attached to the report.
BUDGET
There is no budget impact associated with this report.
POLICY
There is no policy impact associated with this report.
CONTRACTOR DISCLOSURE INFORMATION
There is no contractor disclosure information required with this report.

This report was prepared by:
Jennifer Van, Internal Auditor
Internal Audit Section
RPC:CV:JY:JV
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AUDIT OF SUBSIDY PROGRAM FOR DENTAL PLANS ADMINISTERED BY
LOS ANGELES POLICE PROTECTIVE LEAGUE (LAPPL)
Report Highlights
Purpose of Audit
To determine whether the subsidy program for dental plans administered by LAPPL is effective,
efficient, and produces expected results such as members receiving appropriate subsidies and
dental coverage.
What We Observed
 LAFPP’s monthly subsidy payment process functioned efficiently and effectively and
incorporated appropriate process controls to ensure subsidy payments were calculated and
paid in accordance with authoritative sources.
 LAPPL and LAFPP generally complied with the selected contract provisions including those
that govern data security, oversight, the subsidy payment process, and charged no
administrative fees.
 For the one-month period tested, 2,874 enrollees were reviewed and 2,815 (98%) enrollees
had the correct coverage based on a comparison of LAFFP’s and LAPPL’s records.
However, there were 59 exceptions (2%) where coverage per LAFPP’s records did not
agree with LAPPL’s coverage roster. While LAFPP processed deductions in accordance
with LAPPL correspondence, it was noted that:
o 4 enrollees paid for coverage not provided by LAPPL.
o 14 enrollees overpaid or underpaid for the coverage provided by LAPPL.
o The remaining 41 exceptions did not have a monetary impact but LAFPP’s and
LAPPL’s systems indicated different coverage levels.
What We Recommend
LAFPP work with LAPPL to resolve the exceptions noted and implement the following actions:
 Request LAPPL to identify the cumulative monetary impacts to enrollees as a result of the
discrepant enrolled coverage levels and determine how under/overpayments should be
resolved.
 Reconcile LAFPP’s enrolled coverage levels with actual enrollment.
 Obtain an enrollment list from LAPPL on a monthly basis as required by Article 3.2(h) of the
Contract.
 Use these enrollment lists for periodic reconciliations of LAFPP’s system.
 Consider whether an invoice from LAPPL to accompany the monthly enrollment file would
provide a secondary check that the amounts deducted for dental coverage match the
current coverage.
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INTRODUCTION
Pursuant to Internal Audit Section’s (IAS) Fiscal Year 2019-20 Annual Audit Plan and Forecast,
IAS conducted the Audit of Subsidy Program for Dental Plans Administered by Los Angeles
Police Protective League (LAPPL).
Los Angeles Fire & Police Pensions (LAFPP or ‘the department’) administers a subsidy
program for the dental coverage of eligible retired members and beneficiaries. In 2001, the City
Council authorized dental insurance premium subsidies to be provided for retired members,
subsequently adopting Section 4.1164 of the Administrative Code, which authorized payment
of dental subsidies. For the fiscal year 2019-20, dental subsidies accounted for $4.65 million
of the $132 million in total subsidies budgeted for LAFPP’s broader health and dental subsidy
program 1.
LAPPL only provides dental coverage, with two Board-approved plans offered to its members,
a Delta Dental preferred provider organization (PPO) plan and a DeltaCare health maintenance
organization (HMO) plan. For calendar year 2019, LAFPP paid LAPPL subsidies totaling $1.27
million for approximately 2,900 enrollees. For the period reviewed, February 2020, 2,869 were
enrolled in the PPO plan and 5 were enrolled in the HMO plan.
This performance audit was conducted in accordance with Generally Accepted Government
Auditing Standards and the International Standards for the Professional Practice of Internal
Auditing. These standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on
our audit objectives. IAS has determined that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives.
We wish to thank LAPPL, Fickewirth Benefits Advisors, LAPPL’s benefits consultant, and
Medical and Dental Benefits (MDB) Section for their assistance, collaboration, and valued input
throughout the course of this audit.
Background
In October 2018, LAFPP and LAPPL signed a 5-year contract (the Contract) for the term July
1, 2018 - June 30, 2023 regarding the administration of retiree dental plans and retiree dental
plan subsidies. The Contract sets forth the specific services to be performed by each party,
along with contractual terms for fees and confidentiality. Article 3.2(t) of the Contract requires
a performance audit as related to the subsidy program to examine the effectiveness, economy,
efficiency, or internal controls of the dental plans as administered by LAPPL.

1

LAFPP FY 2019-20 Budget.
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AUDIT OBJECTIVES AND SCOPE
The overall objective of the audit was to determine whether the subsidy program for dental
plans administered by LAPPL is effective, efficient, and produces expected results such as
members receiving appropriate subsidies and dental coverage. The following sub-objectives
were evaluated to support this objective:
Objective No. 1 – Evaluate whether the monthly subsidy payment processes are efficient,
effective, and in compliance with authoritative sources;
Objective No. 2 – Review compliance with key contractual requirements; and
Objective No. 3 – Verify the dental coverage of LAFPP administered enrollees is accurate and
complete.
SUMMARY AUDIT RESULTS
The subsidy program for dental plans administered by LAPPL was generally effective and
efficient. LAFPP’s monthly subsidy payment process was efficient and effective, calculating
and paying subsidy benefits in accordance with the Los Angeles Administrative Code, the City
Charter, and the policies and procedures set forth by the Board. LAFPP and LAPPL also
generally complied with key contract provisions that govern data security, contract oversight,
the subsidy payment process, and administrative fees, with LAPPL charging no administrative
fees.
For the February 2020 plan month, LAFPP paid LAPPL for dental insurance premiums on
behalf of 2,874 enrollees (members and qualified survivors), funded by a combination of dental
insurance subsidies and enrollee out-of-pocket deductions. In comparing LAFPP’s system to
actual enrollment provided by LAPPL, the coverage level matched for 2,815 (98%) enrollees.
However, there were 59 (2%) enrollees whose coverage level in LAFPP’s pension
administration system (PARIS) did not correspond to the coverage provided by LAPPL. Of
these, only 18 resulted in a financial impact to an enrollee, with 4 enrollees paying for coverage
that was not provided and 14 enrollees paying an incorrect premium amount for the coverage
provided. For the remaining 41 enrollees, there was no identifiable monetary impact with
enrollees paying the correct premium amount, but the two systems indicated different coverage
including five enrolled in the HMO plan but shown as enrolled in the PPO plan.
For the discrepancies identified in the February 2020 plan month, LAPPL confirmed their
enrollment roster with the carrier. However, IAS confirmed that the coverage information in
PARIS was supported by a transmittal file provided by LAPPL. The transmittal files were
submitted over time, in some cases as far back as 2018. The impact of the discrepancies on
enrollees includes possible missing coverage or incorrect premiums paid for the coverage
received.
As the benefits administrator, LAPPL is responsible for recording and tracking all enrollment
information and communicating any changes to LAFPP in the monthly transmittal file, which is
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being done. The Contract requires LAPPL to provide to LAFPP monthly retiree enrollment
records with specific information such as names, deduction codes, part codes, dental plan
codes and number of dependents. This report has not been provided. The department
provides LAPPL a monthly file of all LAPPL enrollees in PARIS with information such as
enrollee names and social security numbers, deduction codes, subsidy amounts, and premium
amounts. Article 3.2(l) of the Contract requires LAPPL to reconcile discrepancies, corrections
and/or changes to the monthly listing for the pensioners’ subsidies. Reconciling the enrollment
records with the PARIS report should help identify any errors in the transmittal files.
In response to preliminary results provided by IAS, LAPPL has indicated that they have
identified the cause of these discrepancies and have since updated their internal processes to
minimize future discrepancies.
Although 41 of the 59 discrepancies had no financial impact on members for the month tested,
all discrepancies are indicative of a systemic issue with the transmittal process between LAPPL
and LAFPP that should be collaboratively identified and resolved. To address the immediate
impacts on enrollees, IAS recommends that the department work with LAPPL to (1) assess
and rectify any cumulative financial impact to the department and members, and (2) ensure
that their administration system, PARIS, fully agrees with actual enrollment. To address any
future discrepancies between the systems and minimize the risk of impacting members, IAS
recommends that LAFPP (3) request a monthly enrollment file from LAPPL as required by
Article 3.2(h) of the Contract, (4) periodically reconcile this file to PARIS, and (5) consider
whether an invoice from LAPPL would provide a secondary validation that deduction amounts
are correct. LAPPL has indicated that providing invoices would be in line with the payment
processes they have established with the City of Los Angeles for active members.
MANAGEMENT RESPONSE
IAS conducted exit conferences with both LAPPL and LAFFP management on June 24 and
June 25, 2020, respectively. Both LAPPL and LAFFP generally agreed with the audit results
and recommendations. Their responses are attached to this report.
For Recommendation 3, LAPPL suggests providing an annual enrollment file due to the
sensitive nature of the enrollment data. While LAPPL has indicated reservations in submitting
complete enrollment files to LAFPP monthly, this is a contractual requirement important in
ensuring member records are accurate. LAFPP may need to work with LAPPL to comply or
find an alternative solution if necessary.
In response to Recommendation 4, LAFPP has stated it is LAPPL's responsibility, as the dental
plan administrator, to communicate the enrollment status of each enrollee and that LAFPP
relies on confirmation and direction from LAPPL regarding the correct dental codes. While the
comments are correct, and LAPPL has primary responsibility for the correct enrollment
statuses, LAFPP also has a responsibility to ensure members are receiving the services for
which they are charged and that subsidy payments are valid and supported. For
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Recommendation 5, LAFPP has stated that in light of the other recommendations, they believe
it is redundant and unnecessary. Although it can be redundant if all the other controls function
properly, staff should consider the importance of an invoice match as the first indication that
dental codes are incorrect. This control can occur outside of the pension roll process. Further,
it is important to note the audit results are based on testing a one-month period, and therefore,
may not be reflective of the accuracy of dental codes month-to-month. It is critical that both
LAPPL and LAFPP take proactive steps to ensure that members are receiving accurate and
complete services.
AUDIT PROCEDURES AND TEST RESULTS
Objective No. 1 – Evaluate whether the monthly subsidy payment processes are
efficient, effective, and in compliance with authoritative sources.
Background
LAFPP is responsible for the administration of the dental subsidy program which includes
calculating and paying monthly subsidies on behalf of eligible members, calculating and
collecting out-of-pocket premiums from enrollees (eligible members and qualified survivors),
and ensuring the dental subsidy program is in compliance with authoritative sources. A large
portion of the administration work, such as calculations of subsidy payments and deductions,
are performed by LAFPP’s new pensions administration system, PARIS.
The dental subsidy program is governed by the Los Angeles Administrative Code (LAAC), City
Charter, and the policies and procedures set forth by the Board. LAAC Section 4.1164 codifies
the dental subsidy eligibility requirements as summarized in Table 1.
Table 1 - Dental Subsidy Eligibility
Dental Subsidy Eligibility
[LAAC Sec. 4.1164]

Eligibility
Age
Years of Service
(YOS)
Amount
Maximum Subsidy
Amount
Monthly Subsidy
Formula

55 or older
10 or more
4% each whole YOS
$44.60
[Eff. 1/1/2020]

Lower of LACERS maximum subsidy or any amount paid to
actives
Monthly Subsidy* = 4% x YOS x Maximum Subsidy Amount
*Up to Maximum Subsidy Amount
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Audit Procedures
1. To evaluate the effectiveness and efficiency of the monthly subsidy payment process, IAS
interviewed staff, reviewed desk guides, and considered prior business process reviews in
documenting the process and its controls.
2. To determine whether subsidies were administered in compliance with Section 4.1164 and
other authoritative sources, IAS recalculated the subsidy payments paid on behalf of all
enrollees in LAPPL plans for February 2020 to confirm their eligibility and payment amounts.
Test Results
1. The monthly subsidy payment process generally functioned efficiently and effectively and
incorporated appropriate process controls such as staff reviews, manager approvals, and
reconciliations. Testwork to ensure dental coverage is accurate disclosed some risks and
is discussed further in Objective 3 and Findings and Recommendations. An overview of the
monthly subsidy payment process is documented in Figure 1.
2. All subsidy payments were calculated and paid in accordance with LAAC Section 4.1164
and other authoritative sources.
Figure 1 - Monthly Subsidy Payment Process

Objective No. 2 – Review compliance with contractual requirements.
Background
In October 2018, LAFPP and LAPPL signed a 5-year contract (the Contract) that sets forth the
specific services to be performed by each party, along with contractual terms for governing
data security, oversight, the subsidy payment process, and fees. Specifically, fees are
governed by Section 4 of the Contract stating that, “…[t]he current administrative fee is $0.00
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per member per month…” with an agreement that that “shall be the only compensation PPL
receives from LAFPP for services provided pursuant to this Agreement.”
Audit Procedures
1. Key provisions of the Contract that directly impact the security of member data, oversight
of the subsidy program, and the subsidy payment process were selected for review. IAS
identified and reviewed appropriate evidence to ensure that both LAFPP and LAPPL
complied with these provisions.
2. IAS verified that premiums charged by LAPPL were consistent with those charged by the
carrier, Delta, and that LAPPL received no fees or additional compensation.

Test Results
1. LAPPL and LAFPP generally complied with the selected Contract provisions; however,
LAFPP should ensure that a full enrollment list as required by Article 3.2(h) of the contract
is provided as it is a vital step to ensuring the completeness and accuracy of enrollment
(See Findings and Recommendations).
2. Premiums charged by LAPPL were consistent with carrier charges. LAPPL did not charge
administrative fees and received no additional compensation.
Objective No. 3 – Verify the dental coverage of LAFPP administered enrollees is accurate
and complete.
Background
LAFPP is responsible for administering the subsidy program including paying subsidies on
behalf of eligible members and calculating and collecting monthly out-of-pocket premiums for
LAPPL. As a part of the monthly subsidy payment process (See Objective 1), the department
remits these dental premiums to LAPPL on behalf of enrollees of eligible LAPPL dental plans.
In coordination with the subsidy program, LAPPL is responsible for the administration of the
dental insurance program including contracting with carriers to provide dental plans, conducting
open enrollments, and managing enrollees’ status. LAPPL provides two Board-approved dental
plans, a Delta Dental preferred provider organization (PPO) plan and a DeltaCare health
maintenance organization (HMO) plan for nearly 2,900 enrollees (LAFPP members and
qualified survivors). For insurance and premium purposes, LAPPL makes no distinction
between two-party and family plans; however, they are categorized separately for the
transmittal process. Table 2 outlines the premium amounts for each plan type and coverage
level offered by LAPPL and their corresponding PARIS deduction codes.
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Table 2 - LAPPL Delta Dental Premiums & Deduction Codes
(Plan Year 2019-20)
Coverage Level/
Monthly
Plan Title
Deduction Code
Premium
Delta Dental PPO
One-Party (10)
72.00
Delta Dental PPO
Two-Party (11)
101.00
Delta Dental PPO
Family (12)
101.00
DeltaCare HMO
One-Party (20)
72.00
DeltaCare HMO
Two-Party (21)
101.00
DeltaCare HMO
Family (22)
101.00
Audit Procedures
For the selected test period, February 2020, IAS:
1. Compared the enrollee deduction code in PARIS to the Delta PPO and HMO enrollee
rosters to verify that coverage provided by LAPPL was complete and accurate. The
deduction code in PARIS determines an enrollee’s coverage, premium amount, subsidy,
and deduction amount.
2. Reviewed invoices and payment records for the Delta PPO and HMO plans.
Test Results
1. Of the 2,874 enrollees reviewed for the month tested, there were 59 (2%) exceptions where
PARIS deduction codes did not correspond to the dental coverage provided by LAPPL.
These results and the corresponding recommendations to address and prevent these errors
are discussed further in the next section, Findings and Recommendations.
2. The remaining 2,815 (98%) enrollees had accurate and complete dental coverage under a
Delta PPO or HMO plan.
FINDINGS AND RECOMMENDATIONS
As illustrated in Figure 1, the monthly subsidy payment process begins with enrollees initiating
eligible enrollment changes (e.g. changes in status or coverage level) with LAPPL, the benefits
administrator. If the enrollee is an LAFPP member or qualified survivor, their enrollment
changes are communicated to the department in a monthly transmittal file sent by LAPPL. This
transmittal file only contains the month-to-month changes in enrollment. The department
uploads this file to their pension administration system (PARIS) to adjust the enrollee deduction
codes which are used by the system to determine coverage levels, premiums, and calculate
appropriate subsidies and deductions. Table 3 details enrollment in LAPPL plans as
categorized by their deduction codes in PARIS for the plan month February 2020.

8|Page

Table 3 – LAPPL Dental Plan Enrollment in PARIS by Deduction Codes
(February 2020)
Plan Title
Delta Dental PPO
Delta Dental PPO
Delta Dental PPO
Total

Coverage Level/
Deduction Code
One-Party (10)
Two-Party (11)
Family (12)

Monthly
Premium
72.00
101.00
101.00

No.
%
Enrolled Enrollees
736
26%
1,583
55%
555
19%
2,874
100%

LAFPP calculates and remits the monthly premiums due to LAPPL, consisting of subsidies and
enrollee out-of-pocket deductions. Along with this payment, LAFPP sends a file to LAPPL of
all enrollees in PARIS in an LAPPL plan with information such as enrollee names and social
security numbers, deduction codes, subsidy amounts, and premium amounts.
Findings
For February 2020, there were 59 enrollees with deduction codes in PARIS that did not
correspond to dental coverage provided by LAPPL. These enrollees accounted for 2% (59 of
2,874) of all LAPPL dental transactions processed by LAFPP that month. Eighteen of the
exceptions resulted in a monetary impact to enrollees, with the remaining 41 having no
monetary impact, as detailed below:
a. Four enrollees had deductions taken without any corresponding dental coverage
provided by LAPPL.
b. Fourteen enrollees had a deduction code that did not correspond to the dental coverage
provided by LAPPL. This resulted in incorrect deduction amounts taken and possible
overpayments or underpayments by enrollees for coverage.
c. Forty-one enrollees had a deduction code that did not correspond to the dental coverage
provided by LAPPL; however, the appropriate deduction amounts were taken. This
included five enrollees that LAPPL confirmed were enrolled in the HMO plan but were
classified as PPO members.
LAPPL confirmed their enrollment roster coverage with the carrier. However, the deduction
codes in PARIS were supported by transmittal files previously sent by LAPPL. These
transmittal files had been sent over time, with some dating back to 2018. As the benefits
administrator, LAPPL is responsible for recording and tracking all enrollment information and
communicating any changes to LAFPP in the monthly transmittal file, which is being done.
Based on our testwork, it appears the transmittal files have had errors. The department
provides LAPPL a monthly file from PARIS containing all LAPPL enrollees with information
such as enrollee names and social security numbers, deduction codes, subsidy amounts, and
premium amounts. The Contract requires LAPPL to provide to LAFPP, on a monthly basis,
retiree enrollment records with specific information such as names, deduction codes, part
codes, dental plan codes and number of dependents. This report has not been provided. The
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Contract also requires LAPPL to reconcile any discrepancies to the monthly listing for the
pensioners’ subsidies. Reconciling the enrollment records with the PARIS report should help
identify any errors in the transmittal files and ensure coverage levels and the corresponding
deductions are accurately recorded.
In response to preliminary results provided by IAS, LAPPL indicated that they have identified
the cause of these errors and have since updated their internal processes to minimize future
discrepancies.
While 41 of the 59 discrepancies had no financial impact on members for the month tested, all
discrepancies are indicative of a systemic issue with the transmittal process between LAPPL
and LAFPP that should be collaboratively identified and resolved.
Recommendations
To address the exceptions noted and minimize the risk of future discrepancies and potential
impact to members and qualified survivors, IAS recommends the department work with LAPPL
to:
1. Assess and resolve the cumulative impacts of the 59 exceptions identified by ensuring there
are no coverage gaps. As the benefits administrator, LAPPL should be responsible for
resolving any financial impacts to enrollees for any incorrect premium amounts.
2. Perform a full reconciliation of the deduction codes in PARIS to actual LAPPL enrollment
records to ensure they agree.
3. Obtain the full enrollment file from LAPPL monthly as required by Article 3.2(h) of the
Contract.
4. Periodically reconcile LAPPL’s enrollment file to the information in PARIS to ensure that
deduction codes remain complete and accurate.
5. Consider whether a monthly invoice from LAPPL would provide a secondary validation that
deduction amounts are correct.
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APPENDIX A: LAPPL RESPONSE

July 1, 2020

Cynthia Varela
Departmental Audit Manager
Los Angeles Fire and Police Pensions
701 E. 3rd Street, 4th Floor
Los Angeles, CA 90013

Re: Los Angeles Police Protective League (LAPPL) Subsidy Program Audit
Dear Ms. Varela,
Thank you for providing LAPPL with a copy of your draft audit report and for allowing us to provide our
comments and suggestions to be considered in the final audit report, which is scheduled to be
presented to the Los Angeles Fire and Police Pensions (LAFPP) Board on July 16th, 2020.
This letter will serve as LAPPL’s formal response to your recommendations that LAFPP work with LAPPL
to implement the following actions:
1. Request LAPPL to identify the cumulative monetary impacts to enrollees as a result of the
discrepant enrolled coverage levels and determine how under/overpayments should be
resolved.
LAPPL’s Response
LAPPL agrees that a review of deduction discrepancies should be performed for each member in
question to determine the monetary impact to the enrollees and the LAPPL Trust. LAPPL intends to work
with LAFPP to identify any subsides that are due to LAPPL or that need to be refunded to LAFPP. Further
resolutions of financial impacts to enrollees for any incorrect premium amounts will be the
responsibility of LAPPL.
2. Reconcile LAFPP’s enrolled coverage levels with actual enrollment.
LAPPL's Response
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LAPPL agrees that a full reconciliation of enrollment should be performed. As the plan sponsor and
benefits administrator, it is the responsibility of LAPPL to reconcile and confirm that enrollment data is
reviewed and accurate. LAPPL intends to perform an enrollment audit using the deduction files provided
by LAFPP.
In response to deduction code discrepancies found during the audit, LAPPL suggests that LAFPP adopt
the deduction code structure that LAPPL administers. LAPPL’s dental plan is administered on a twotiered structure; code 10 for single coverage and code 12 for family coverage. Eliminating the
requirement of reporting deduction code 11 for single plus one dependent coverage will aid in reducing
potential discrepancies.
It is important to note that over the last year, LAPPL has attempted to implement an automated system
for running monthly deduction files and reconciling the monthly pension files. Unfortunately, until
recently we had not received responses from LAFPP to accurately update our system. We have only
recently received a new set of file specifications which will require an additional update to our system to
accommodate the required file. Once the system configuration has been updated, LAPPL intends to
automate the monthly deduction reports and reconciliation process, minimizing future discrepancies.
3. Obtain an enrollment list from LAPPL on a monthly basis as required by Article 3.2(h) of the
Contract.
LAPPL’s Response
Currently, LAPPL remits a monthly report indicating any enrollment changes. This current practice has
been in place for over 20 years and has proven effective in prior audits. Nonetheless, LAPPL has taken
giant steps towards automating this process with the goal of even better accuracy and more security of
data exchange.
LAPPL’s top priority is to protect the data of our enrolled participants. Given the extremely sensitive
nature of the enrollment data, LAPPL suggests providing LAFPP with an annual full enrollment file at the
close of each annual enrollment, with ongoing change files monthly. It is LAPPL’s belief that this will
ensure limited risk of a data breach and will ensure accuracy between the two systems. Additionally,
given the implementation of LAFFP’s PARIS system, LAPPL may be able to accommodate a full file
reconciliation monthly via secure file feed. Based on recent discussions with LAFPP, this enhancement is
not currently on their system’s projected roadmap, but it may be available sometime in the distant
future.
4. Use these enrollment lists for periodic reconciliations of LAFPP’s system.
LAPPL’s Response
As mentioned above, LAPPL requests that LAFPP consider a full enrollment file be submitted on an
annual basis at the close of open enrollment rather than a monthly basis to considerably reduce the risk
of potential data breach. We feel that with new reconciliation processes in place, LAPPL can more
readily identify any discrepancies between LAPPL and LAFPP’s data, and subsequently report required
updates to LAFPP.
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5. Consider whether an invoice from LAPPL to accompany the monthly enrollment file would
provide a secondary check that the amounts deducted for dental coverage match the current
coverage.
LAPPL’s Response
Contractually, an agreement that requires a monthly invoice or expected amount is not currently in
place however, LAPPL agrees that by submitting a monthly invoice to LAFPP, it provides another level of
checks and balances. The monthly invoice can be considered as an alternative for requiring a monthly
full enrollment file.
Thank you, Cynthia, for your and your team’s hard work to effectively complete the subsidy audit of our
Delta Dental plan. We truly enjoyed working with yourself and Jennifer Van throughout the process.
Sincerely,

Craig Lally
President

Corina Lee
Benefits Trust Chair

Cc

Los Angeles Police Protective League Board of Trustees
Jennifer Lincicum, Fickewirth Benefits Advisors
Monica Lee, Fickewirth Benefits Advisors
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APPENDIX B: LAFPP RESPONSE

INTER-OFFICE MEMORANDUM

DATE:

July 1, 2020

TO:

Cynthia Varela
Departmental Audit Manager

FROM:

Ray Ciranna
General Manager

SUBJECT:

Audit of Subsidy Program for Dental Plans Administered by LAPPL

Internal Audit has provided recommendations related to the reconciliation of LAPPL
dental enrollment records with information uploaded into LAFPP’s pension
administration system (PARIS).
The Department agrees with Internal Audit’s
assessment of the evaluation of the monthly transaction and subsidy payment process.
The Department also agrees with the intent of Internal Audit’s recommendations to
ensure that the dental enrollment records by which LAFPP generates its monthly
transactions are accurate and up to date.
The Department is in support of Recommendations 1 through 4. It is Management’s
understanding that implementation and prioritization of Recommendation 2, regarding a
full reconciliation of the deduction codes, is necessary and must be performed
immediately to ensure the current deduction codes in PARIS match LAPPL’s enrollment
records. Staff will work with LAPPL to ensure a timely exchange of information. In the
event LAPPL is unable to perform an immediate audit of LAFPP’s enrollment data, staff
will initiate an audit of LAPPL’s enrollment data to the information in PARIS.
In terms of Recommendation 4, to periodically reconcile LAPPL’s enrollment file to
information in PARIS to ensure that deduction codes remain complete and accurate,
the audit has confirmed that staff’s monthly reconciliation process is effective and
accurately reflects the enrollment data provided by LAPPL. As a Board-approved
dental plan administrator, LAPPL dictates the enrollment status of each pensioner
enrolled in a LAPPL dental plan. While LAFPP could audit LAPPL’s reconciliation of
enrollment data, LAFPP would still rely on confirmation and direction from LAPPL
regarding the correct dental codes to be used for any enrollees. It is anticipated that
LAPPL would provide direction to update any information stored in PARIS as part of a
regular reconciliation process.
It is the Department’s belief that implementation of Recommendations 1 through 4
significantly reduces the need to implement Recommendation 5, which suggests that
LAPPL submit a monthly invoice to provide a secondary validation that deduction
amounts are correct. Staff could potentially alert LAPPL of a difference in expected
payment as soon as pension roll transactions were finalized, however the identification
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Internal Audit - LAPPL
July 1, 2020
Page 2
of the inconsistent deduction codes would need to occur outside of the active pension
roll process. Concurrently, LAFPP would provide its monthly pension roll output reports
to LAPPL for the purpose of reconciling enrollment data and payment received. These
reports include the detail of deductions and payments, as well as payments not taken,
that were applied to the same pension roll for which an invoice would be provided. As a
result, Recommendation 5 is redundant and unnecessary with the implementation of
Recommendations 1 through 4, which will ensure all payments accurately reflect plan
enrollment.

.
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Attachment 3

DEPARTMENT OF FIRE AND POLICE PENSIONS
701 E. 3rd Street, Suite 200
Los Angeles, CA 90013
(213) 279-3000

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS
DATE:

DECEMBER 17, 2020

FROM:

RAYMOND P. CIRANNA, GENERAL MANAGER

ITEM: C.3

SUBJECT: AUDIT OF SUBSIDY PROGRAM FOR HEALTH AND DENTAL HEALTH PLANS
ADMINISTERED BY LOS ANGELES POLICE RELIEF ASSOCIATION AND
POSSIBLE BOARD ACTION
RECOMMENDATION
That the Board review, receive, and file the Audit of the Subsidy Program for Health and Dental
Plans Administered by Los Angeles Police Relief Association (LAPRA).
DISCUSSION
Internal Audit Section (IAS) conducted the Audit of the Subsidy Program for Health and Dental Plans
Administered by the Los Angeles Police Relief Association (LAPRA) in accordance with the fiscal
year 2020-21 Annual Audit Plan and Forecast based on the agreement between Los Angeles Fire
and Police Pensions (LAFPP) and LAPRA to conduct a performance audit to examine the
effectiveness, economy, efficiency, or internal controls of the health and dental plans administered
by LAPRA. IAS examined the following objectives:
•
•
•
•

Evaluate whether the subsidy program is administered in accordance with requirements.
Determine whether members for whom LAFPP paid subsidies were covered under an
approved health or dental plan.
Review compliance with key contractual requirements.
Assess reasonableness of administrative fees.

The subsidy program for health and dental plans administered by LAPRA was generally effective,
efficient, and produced expected results. LAFPP paid most subsidy benefits in accordance with
requirements, with only two of 12,111 subsidy payments incorrectly calculated in May 2020 due to
unique system errors that were typically corrected through manual overrides. IAS recommends that
LAFPP track and document all known system errors for review and to limit knowledge loss. In
general, any system overrides in PARIS should also be clearly flagged as they represent a deviation
from normal system processes and controls. These subsidy calculations have been corrected and
appropriate member refunds have been issued.
LAPRA provided accurate and complete health and dental coverage to all members for which
LAFPP paid a subsidy. In accomplishing this, both LAPRA and LAFPP complied with key contract

provisions selected for testing, including charging administrative fees of $7.00 per employee per
month (PEPM) for health plans and $1.80 PEPM for dental plans for the period tested.
Finally, the administrative fee rates paid to LAPRA for benefit plan administration were compared
to those of peer groups, such as the City of Los Angeles, to assess their reasonableness. In this
comparison, IAS first documented the scope of services provided by LAPRA and found that the
contract primarily details benefits administration services provided and does not explicitly detail
additional services provided such as benefits plan consulting and member communications. In
consideration of all services provided, IAS believes that fees paid to LAPRA were reasonable in
comparison to fees paid by peer groups; however, fees will increase from the tested maximum of
$8.80 per employee per month (PEPM) to $11.80 PEPM by the final year of the contract, with total
annual fees paid expected to exceed $1 million. These administrative fees are incorporated into
member premiums and are generally covered by a subsidy or a member out-of-pocket deduction.
The Board annually receives a reasonableness analysis of premium rates from LAFPP’s consultant,
USI, which does not evaluate the contractually set administrative fee. No similar analysis for
administrative fees is performed. As such, to provide a complete picture of healthcare costs to the
Board and LAFPP members, it is recommended that LAFPP ensure future contracts with third-party
administrators: (1) clearly document all services provided as consideration for administrative fees;
and (2) include assurance on the reasonableness of fees.
LAFPP and LAPRA generally agreed with the results, recommendations, and conclusions of the
audit. LAFPP’s full response is attached to the report.
BUDGET
There is no budget impact associated with this report.
POLICY
There is no policy impact associated with this report.
CONTRACTOR DISCLOSURE INFORMATION
There is no contractor disclosure information required with this report.
This report was prepared by:
Jennifer Van, Internal Auditor
Internal Audit Section
RPC:CV:JY:JV
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AUDIT OF THE SUBSIDY PROGRAM FOR HEALTH AND DENTAL PLANS
ADMINISTERED BY LOS ANGELES POLICE RELIEF ASSOCIATION
December 2020
Report Highlights
Purpose of Audit
To determine whether the subsidy program for health and dental plans administered by LAPRA
is effective, efficient, and produces expected results.
What We Observed
 Two (2) of 12,111 subsidy calculations tested were incorrect due to rare system errors and
overrides that were applied to correct them.
 LAPRA accurately covered all members for whom LAFPP paid a subsidy, under Board
approved health and dental plans as selected by the member.
 Both LAPRA and LAFPP complied with key contract provisions, including Section 4.0 in
which administrative fees of $7.00 and $1.80 per employee per month (PEPM) were
incorporated into the premiums of health plans and dental plans, respectively. LAPRA
received no additional compensation.
 LAPRA administrative fees for the period tested appeared reasonable based on
comparisons to peer groups that included the City of Los Angeles. However, administrative
fees are set to rise $1.00 per year to a combined maximum of $11.80 PEPM at the end of
the contract term, with total annual administrative fees likely to exceed $1 million. Currently,
the Board does not receive validation of the reasonableness of administrative fees.
 The Contract primarily details the benefits administration services provided by LAPRA as
consideration for the administrative fees. It does not explicitly detail the services provided
by LAPRA relating to benefits plan consulting and member communications.
What We Recommend
 LAFPP track and document all known system errors to ensure all cases are reviewed, and
knowledge is not lost due to staff turnover. System controls within PARIS, the pension
administration system, should be instituted to flag overrides, as they represent deviations
from normal system processes and controls.
 For future third-party administrator contracts, LAFPP should:
o Clearly define the scope of services received in exchange for administrative fees; and
o Validate the reasonableness of administrative fees.

INTRODUCTION
Pursuant to Internal Audit Section’s (IAS) Fiscal Year 2020-21 Annual Audit Plan and Forecast,
IAS conducted the Audit of the Subsidy Program for Health and Dental Plans Administered by
Los Angeles Police Relief Association (LAPRA).

1|P a g e

Los Angeles Fire & Police Pensions (LAFPP) administers a $153.7 million 1 subsidy program
for the health and dental coverage of eligible retired members and beneficiaries pursuant to
Administrative Code Sections 4.1151- 4.1164. LAFPP pays subsidies on behalf of eligible
members enrolled in Board-approved plans to provide suitable health, medical, hospital, dental,
or vision coverage. Employee service organizations that include Los Angeles Police Relief
Association (LAPRA), Los Angeles Fire Relief Association (LAFRA), Los Angeles Police
Protective League (LAPPL) and United Firefighters’ of Los Angeles City (UFLAC) began
offering health plans to their memberships prior to the subsidy program’s inception in 1975.
The organizations continue to administer the health and dental plans offered to members.
LAFPP pays subsidies to the service organizations on behalf of eligible members enrolled in
Board-approved plans.
LAPRA offers four fully insured health plans to its members: an Anthem Blue Cross preferred
provider organization (PPO) plan, an Anthem Blue Cross health maintenance organization
(HMO) plan, an Anthem Blue Cross Medicare Advantage with prescription drug coverage plan
(MAPD); and a Kaiser HMO plan. LAPRA also offers two dental plans: a self-funded Anthem
Blue Cross PPO plan and a fully insured Anthem Blue Cross HMO plan.
This performance audit was conducted in accordance with Generally Accepted Government
Auditing Standards and the International Standards for the Professional Practice of Internal
Auditing. These standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on
our audit objectives. IAS has determined that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives.
We wish to thank LAPRA, Bradawn, Inc., LAPRA’s health consultant, and Medical and Dental
Benefits (MDB) Section for their assistance, collaboration, and valued input throughout the
course of this audit.
Background
In October 2018, LAFPP and LAPRA signed a 5-year contract (the Contract) for the term July
1, 2018 – June 30, 2023 regarding the administration of retiree health and dental plans and
retiree health and dental plan subsidies. The Contract sets forth the specific services to be
performed by each party, along with contractual terms for fees and confidentiality. Article 3.2(v)
of the Contract requires a performance audit of the health and dental plans as related to the
subsidy program to examine the effectiveness, economy, efficiency, or internal controls of the
health and dental plans as administered by LAPRA.

1

2020-21 fiscal year budget for all health benefits
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AUDIT OBJECTIVES AND SCOPE
The overall objective of the audit was to determine whether the subsidy program for health and
dental plans administered by LAPRA is effective, efficient, and produces expected results. The
following objectives were evaluated:
Objective No. 1 – Evaluate whether the subsidy program is administered in accordance with
requirements;
Objective No. 2 – Determine whether members for whom LAFPP paid subsidies were covered
under an approved health or dental plan;
Objective No. 3a – Review compliance with key contractual requirements; and
Objective No. 3b – Assess reasonableness of administrative fees.
SUMMARY AUDIT RESULTS
The subsidy program for health and dental plans administered by LAPRA was generally
effective, efficient, and produced expected results. LAFPP calculated and paid subsidy
benefits in accordance with the Los Angeles Administrative Code (LAAC) and other
requirements for nearly all subsidy calculations tested. We found only 2 of 12,111 subsidy
calculations made in May 2020 were incorrect due to unique types of errors. In prior months,
LAFPP had applied manual overrides to the pension administration system (PARIS) to correct
subsidy calculation errors. However, the overrides were not updated in the month we tested.
IAS recommends that LAFPP track and document all known system errors for review and to
limit knowledge loss. In general, any system overrides in PARIS should also be clearly flagged
as they represent a deviation from normal system processes and controls.
Through a robust benefits administration process, LAPRA provided accurate and complete
health and dental coverage to all subsidy recipients. In accomplishing this, both LAPRA and
LAFPP complied with key Contract provisions selected for testing including administrative fees
for the period of $7.00 per enrollee per month (PEPM) for health plans and $1.80 PEPM for
dental plans. LAPRA received no additional compensation. To assess the reasonableness of
administrative fees, LAPRA’s fees were compared to the benefit administration costs of peer
groups. In performing this comparison, IAS first documented the scope of services provided
by LAPRA and found that many services provided were not listed in the Contract. As a result,
the true value of administrative fees may not be apparent based on the Contract alone. With
consideration of all actual services provided, administrative fees currently charged by LAPRA
were reasonable; however, fees are set to rise annually to a maximum amount of $11.80 PEPM
in the final year of the Contract, with total fees paid set to exceed $1 million.
Currently, the Board receives assessments of the reasonableness of rate renewals to validate
premium rates from LAFPP’s consultant, USI; however, the rate renewal analysis does not
include the administrative fee since it is a stipulated amount in the contract between LAFPP
and LAPRA. No similar assessments of the reasonableness of administrative fees is performed
by LAFPP. For comparison, the City of Los Angeles, the peer group that was used for
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benchmarking, follows a competitive bid process for their benefit administration contracts which
allow for a market rate assessment of reasonableness.
To ensure the continued
reasonableness of administrative fees, it is recommended that LAFPP ensure future contracts
with third-party administrators: (1) clearly document all services provided as consideration for
administrative fees; and (2) include independent assurance on the reasonableness of fees.
Clearly documenting services will allow LAFPP to better assess the value received for
administrative fees and subsequently obtain assurance on their reasonableness.
MANAGEMENT RESPONSE
LAFPP management generally agrees with the findings and recommendations and intends to
implement the recommendations. The Department indicated that there are 11 pensioners who
receive a Personnel Department Health Subsidy and periodically, manual adjustments must
be made. An additional data comparison will be added to the monthly transactions process to
ensure these subsidies are calculated correctly.
The Department will not seek to amend the current contract with LAPRA to expand on
information related to Administrative Fees and the Contract Scope of Work but will look to
include this information in future contracts with health and dental plan administrators.
Department staff will also work with LAPRA to determine whether this additional information
can be provided with the 2021 rate renewal presentation. While this latter action was not
specifically recommended in the audit, this is a commendable step to providing more
transparency.
AUDIT PROCEDURES AND TEST RESULTS
Objective No. 1 – Evaluate whether the subsidy program is administered in accordance
with requirements.
Background
In accordance with Sections 4.1154 and 4.1164 of the Los Angeles Administrative Code
(LAAC), which codifies program eligibility requirements, LAFPP provides subsidies to eligible
members in support of their health and dental coverage. Members include all LAFPP retirees
and their qualified survivors. In May 2020, LAPRA members received approximately $7.66
million in total subsidies for health and dental coverage. The distribution of subsidies amongst
the plans is detailed in the table below.
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Table 1 - Subsidies Paid to LAPRA Members in May 2020
Plan Type
Health: Anthem Blue Cross PPO
Health: Anthem Blue Cross HMO
Health: Anthem Blue Cross MAPD
Health: Kaiser HMO
Dental: Anthem Blue Cross PPO
Dental: Anthem Blue Cross HMO
Total

Subsidies Paid
$5,692,460
$821,891
$2,765
$991,036
$150,171
$4,953
$7,663,276

% of Total
74.3%
10.7%
0.0%
12.9%
2.0%
0.1%
100.0%

For the administration of the subsidy program, LAFPP’s duties primarily consist of calculating
and paying monthly subsidies on behalf of eligible members, collecting out-of-pocket premiums
from members, and ensuring subsidies are administered in accordance with authoritative
sources. The majority of the calculations of subsidies and deductions are performed by
LAFPP’s pension administration system, PARIS, and reconciled and monitored monthly by
Medical and Dental Benefits (MDB) Section.
Audit Procedures
To determine whether subsidies were paid in accordance with LAAC Sections 4.1154 and
4.1164 and their subsections, IAS recalculated all subsidies paid on behalf of LAPRA enrollees
for May 2020 to confirm eligibility and payment amounts. The recalculations accounted for
each member’s eligibility factors that include:





Years of service
Age
Tier
Medicare eligibility/enrollment





Premium of selected health plan
Dependent coverage
Subsidy freeze election

Test Results
IAS recalculated all 12,111 subsidies paid on behalf of LAPRA health and dental enrollees for
May 2020. Of the 12,111, IAS identified 2 subsidy payments that were calculated incorrectly
resulting in members receiving lower than expected health subsidies. See Findings and
Recommendations – Finding No. 1 for a further discussion of these two exceptions.
Objective No. 2 – Determine whether members for whom LAFPP paid subsidies were
covered under an approved health or dental plan.
Background
In accordance with the Contract, LAPRA is responsible for administering the benefits program
for members in their plans and providing members with health and dental coverage as selected
by members and paid for by LAFPP subsidies.
In accordance with this process, LAPRA offers four fully insured health plans: an Anthem Blue
Cross PPO plan, an Anthem Blue Cross HMO plan, an Anthem Blue Cross Medicare
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Advantage (MAPD) plan, and a Kaiser HMO plan. Total enrollment fluctuates throughout the
plan year as members join the plan and have other qualifying life events; however, a breakdown
of LAFPP member enrollment in LAPRA health plans as of May 2020 is found in Figure 1. A
majority of members (71.1%) were enrolled in the Anthem Blue Cross PPO health plan.
Figure 1 - LAFPP Member Enrollment in LAPRA Health Plans

MEMBER HEALTH ENROLLMENT
(MAY 2020)
N = 7,634
Kaiser HMO
19.5%

Anthem Blue
Cross MAPD
0.1%

Anthem Blue
Cross HMO
9.3%

Anthem Blue
Cross PPO
71.1%

LAPRA also offers two dental plans: a self-funded Anthem Blue Cross PPO plan and a fully
insured Anthem Blue Cross HMO plan. A breakdown of the May 2020 enrollment of LAFPP
members in LAPRA dental plans can be found in Figure 2. A majority of members (95.3%)
participated in the Anthem Blue Cross PPO Dental plan.
Figure 2 - LAFPP Member Enrollment in LAPRA Dental Plans

MEMBER DENTAL ENROLLMENT
(MAY 2020)
N = 4,477

Anthem Blue
Cross PPO
95.3%

Anthem Blue
Cross HMO
4.7%
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Audit Procedures
For the selected test period, May 2020, IAS:
1. Compared member enrollment in PARIS, LAFPP’s pension system, to health and dental
enrollment carrier rosters to verify that coverage provided by LAPRA was complete and
accurate.
2. Reviewed invoices and payment records for all six Board-approved health and dental plans
provided by LAPRA.
Test Results
LAPRA’s benefit administration process was effective, ensuring that all members were
provided complete and accurate health and dental coverage. Coverage was provided to all
members for which LAFPP paid a subsidy and all coverage was consistent with member
elections.
Objective No. 3a – Review compliance with key contractual requirements.
Background
In October 2018, LAFPP and LAPRA signed a 5-year contract (the Contract) that sets forth the
specific services to be performed by each party. The following key provisions of the Contract
were selected for review due to their subsidy payment or compensation impact.




Article 3.2(o) of the Contract states that LAPRA “Provide LAFPP a copy of each pensioner’s
Medicare Identification Card, as well as a copy of any Medicare Identification Card received
for a pensioner’s dependent, upon receipt by LAPRA.”
Article 3.2(s) of the Contract states that LAPRA will “Use reasonable efforts to verify
eligibility of all dependents enrolled on or after 1/1/98 in pensioners’ health plans.”

Article 4.0 of the Contract describes the administrative fee terms that serve as LAPRA’s
compensation. The administrative fees are set forth by the following articles:
 Article 4.1 of the Contract states that “The administrative fee shall be incorporated into the
health and dental premiums and payable in the month prior to the coverage month. The
current health administrative fee is $5.00 per member (primary subscriber) per month for
2018-19. The health administrative fee is scheduled to increase by $2.00 per member for
2019-20 and $1.00 per member for each subsequent year to a maximum of $10.00 per
member. The dental administrative fee is $1.80 per member (primary subscriber) per
month…”
 Article 4.2 of the Contract further states “The administrative fee(s) payable pursuant to
Article 4.1 shall be the only compensation LAPRA receives from LAFPP for services
provided pursuant to this Agreement…”
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For the period tested, May 2020, the administrative fees were $7.00 per enrollee per month
(PEPM) for health plans and $1.80 PEPM for dental plans.
Audit Procedures
For the test period May 2020, IAS:
1. Reviewed Medicare enrollment policies to confirm procedures were in place to ensure
timely enrollment in Medicare. IAS randomly selected 10 members who turned age 65 in
2020 to confirm their Medicare enrollment.
2. Reviewed dependent eligibility policies to confirm procedures were in place to ensure
dependent eligibility was current. IAS randomly sampled 10 subscribers enrolled in multiparty plans to confirm the eligibility of covered dependents.
3. Compared LAPRA premiums to carrier contracts and ancillary health services to verify that
administrative fees were consistent with the contracted rates of $7.00 PEPM for health
plans and $1.80 PEPM for dental plans and that no additional compensation was received.
Test Results
1. Medicare enrollment policies were in place and appeared reasonable. Medicare cards for
each of the selected members who turned age 65 in 2020 were reviewed and confirmed to
be enrolled.
2. Dependent eligibility policies were in place and appeared reasonable. All dependents of
each of the selected subscribers were confirmed as eligible through review of official
documents such as marriage and birth certificates, and court records.
3. LAPRA premiums included an administrative fee consistent with the Contract rate, charging
$7.00 PEPM for health plans and $1.80 PEPM for dental plans. LAPRA received no
additional compensation.
Objective No. 3b – Assess reasonableness of administrative fees
Background
Pursuant to LAAC §4.1152, the Board contracts with LAPRA as a third-party administrator to
provide group health and dental plans to sworn police retirees. LAPRA receives compensation
for their third-party administrator services in the form of a fixed PEPM administrative fee that is
incorporated into monthly premiums.
For the period tested, May 2020, the health administrative fee was $7.00 PEPM after an
increase of $2.00 in July 2019. The health PEPM fee will rise an additional $1.00 annually
through the term of the Contract to a cap of $10.00 PEPM. The dental administrative fee

8|P a g e

remains steady at $1.80 PEPM through the term of the Contract. A breakdown of the total
health and dental administrative fees collected for calendar year (CY) 2019 is detailed in the
table below.
Table 2 - Administrative Fees Paid in CY 2019 1
Avg. Monthly
Total Annual
PEPM Cost
Enrollment
Fees Paid
2
Health Plans
7,572 $5.00 - $7.00
$546,748
$1.80
Dental Plans
4,494
$97,067
Totals
12,066
$643,815
1 Source: LAPRA
2 Per the Contract, administrative fees rose from $5.00 to $7.00 in July 2019

Reasonableness of administrative fees was assessed through peer comparisons from two
sources. First, aggregate data on health plan costs was compiled by the United States
Department of Labor in a report entitled “Annual Report to Congress on Self-Insured Group
Health Plans” (DOL report). The DOL report, most recently issued in March 2019, summarizes
health plan data compiled from the Form 5500 filings for tax year 2016 of over 56,000 employer
sponsored health plans. It reports aggregate plan participant numbers, plan assets/liabilities,
revenues/expenses, plan benefits, and funding arrangements. Form 5500 is a required filing
for health and pension plans that are subject to the Employee Retirement Income Security Act
of 1974 (ERISA). LAPRA is exempt from Form 5500 as its plans cover primarily government
employees.
Second, the City of Los Angeles’ (the City) benefits program for active civilian employees was
used as a peer benchmark as it shares reasonably similar characteristics to the program
administered by LAPRA. Both programs operate in the Los Angeles area, offering four health
plan choices and two dental plan choices primarily to government employees while contracting
out most administrative services; however, key program differences were also noted and
considered in the comparison. For example, LAPRA offers a retiree-only benefits program with
a population that is only approximately one-fourth the size of the City’s population, both are
factors that would generally result in higher administrative costs.
Audit Procedures
To assess the overall reasonableness of LAPRA administrative fees, IAS:
1. Assessed whether LAPRA administrative fees were reasonable in comparison to aggregate
peer statistics and metrics compiled in the DOL report.
2. Compared LAPRA administrative services and fees to those of the City for active civilian
employees.
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Test Results
1. LAPRA’s current administrative fees compared favorably as a percentage of revenues to
the peer group represented in the DOL report. The peer group used were mixed-insured,
single-employer benefit plans with 100 or more participants. For May 2020, LAPRA
administrative fees were 0.70% of plan revenues which was almost half (0.69% lower) of
the DOL report average of 1.39% of plan revenues. Supporting details of LAPRA’s
comparison to DOL report metrics can be found in Appendix A.
2. LAPRA’s administrative fees for the period tested were competitive with the administrative
costs incurred by the City to manage their benefit plan for active civilian employees. Based
on May 2020 enrollment levels in health and dental plans, the average administrative fee
paid by LAPRA enrollees was $7.82 PEPM. For the plan year 2019-20, the City’s
contracted administrative cost for their benefit plans for active civilian employees was
estimated to be $6.92 PEPM. Despite the $0.90 variance, IAS believes that the program
differences and value added by LAPRA justify the additional costs. A detailed comparison
of the services and costs of the two benefit plans can be found in Appendix A.
3. Although there were no indications that administrative fees were excessive for the period
tested, IAS identified two components of the contracting process that could be improved
upon to ensure that costs remain reasonable. For future contracts, LAFPP should: (1) more
clearly define the scope of services in the contract to better understand the consideration
received for administrative fees, and (2) obtain objective assurance that administrative fees
for the services provided are reasonable. The impacts of these findings and detailed
recommendations are discussed under Findings and Recommendations – Findings No. 2
& 3.
FINDINGS AND RECOMMENDATIONS
Finding No. 1 – Track and review system overrides
The two subsidy calculation exceptions were a result of system errors in LAFPP’s pension
administration system (PARIS) and manual overrides that were applied to resolve them. These
overrides were not updated as system errors were corrected or as the subsidy calculation
assumptions changed. The infrequency of these errors mitigates significant risk and makes
the cost of an immediate system fix potentially impractical. For instance, the remaining system
issue only has the potential to affect two additional members.
Recommendation No. 1
Although these errors occur infrequently, MDB section should ensure that all system errors and
workarounds applied are documented and tracked. This will ensure that potential errors are
regularly reviewed and limit knowledge loss due to staff turnover. MDB section indicates they
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have taken steps to document and resolve these errors and will include them in future staff
trainings. Subsidy calculations have been corrected and applicable refunds to members have
been processed.
Generally, IAS also recommends that any manual overrides that are applied in PARIS are
flagged. Overrides create a risk as they circumvent regular system processes and controls
that are in place to prevent errors.
Finding No. 2 – Clearly define scope of services
In comparing to peer groups, IAS first defined the scope of services provided by LAPRA as
dictated by the Contract and the benefit administration process. IAS found that LAPRA
provides services that span three core areas that are also contracted out by the City: (1)
ongoing third-party benefits administration, (2) benefits plan consulting, and (3)
communications consulting. Examples of services provided by each core service is detailed
below:
Table 3 - Contractual Services
Services Provided
Ongoing Third-Party Benefits Enrollment services, eligibility tracking, recordkeeping,
Administration
reconciliations, and data exchanges
Plan design, regulatory compliance, benefit service
Benefit Plan Consulting
provider renewals, and procurements for plan services
Member engagement campaigns, communication
Communications Consulting
materials, website design, and surveys
Although the Contract defines some of these services under Article 3, many are implied
services that are performed by LAPRA as part of the broader benefits administration process.
As a result, the Contract does not appear to capture the full range of services provided as
consideration for the administrative fee.
Finding No. 3 – Obtain assurance on reasonableness of administrative fees
The Board currently receives detailed information related to medical trend rates on an industrywide basis and specific to LAPRA and assessments of the reasonableness of rate renewals
from LAFPP’s consultant, USI. The rate renewal analysis, however, does not include the
administrative fee since it is a stipulated amount in the contract between LAFPP and LAPRA.
LAFPP does not currently conduct a similar reasonableness analysis of administrative fees.
Although LAPRA’s current administrative fees appear to be comparable to the City and other
peers, fees are set to rise at a rate of $1.00 per year to a maximum administrative fee of $11.80
PEPM at the end of the contract term. These fees are incorporated into plan premiums and
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are covered by either a subsidy or member deduction. Administrative fees paid in 2019 totaled
$643,815 and at continuing enrollment levels, the total paid by police retirees will likely exceed
$1 million. With the significant contract value, the reasonableness of fees should also be
considered in future contracts procured by LAFPP.
Recommendations No. 2 & 3
To provide a more complete picture of healthcare costs to the Board and LAFPP members,
future third-party benefit administrator contracts should:
 Clearly define the scope and services that will be performed by the contractor as
consideration for the administrative fee; and
 Obtain assurance on the reasonableness of administrative fees similar to the assurance the
Board currently receives on premiums and rate renewals.
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APPENDIX A – ASSESSMENT OF THE REASONABLENESS OF ADMINISTRATIVE FEES
Reasonableness of administrative fees was assessed through peer comparisons to two
sources: aggregate health plan cost data compiled by the United States Department of Labor
in a 2019 report entitled “Annual Report to Congress on Self-Insured Group Health Plans” (DOL
report) and administrative costs incurred by the City of Los Angeles (the City) in managing their
benefit plan for active civilian employees. Comparisons of LAPRA administrative fees to each
source is detailed below.
DOL Report
Table 4 – Comparison to DOL Report Metrics
LAPRA
(May 2020)1

Report Totals
(2016)2

Difference

Metric
Percent adm exp to total revenue
Key Statistics
No. of Plans
No. of Unique Participants
o Health and Vision
o Dental

0.70%

1.39%

4
7,872
7,634
4,477

567
8,141,000
n/a
n/a

Total Revenue

$8.8M

$61,953M

$61,4973

$859M

1,909
$15,374

14,358
$1.52M

Total Adm. Exp.
Avg. No. Participants
Avg. Total Adm. Exp.

-0.69%

1 Source: LAFPP enrollment in May 2020
2 Source: DOL report
3 Estimated administrative fees collected for health and dental plans in May 2020

City of Los Angeles
The City’s benefits program for active civilian employees shares similar characteristics to the
program administered by LAPRA, with both operating in the Los Angeles area, offering four
health plan choices and two dental plan choices primarily to government employees, and
contracting out most administrative services. The City contracts with three vendors to provide
a scope of services that is similar to the services provided to LAFPP by LAPRA. A comparison
of the services and costs of the benefit plans administered by LAPRA and the City is detailed
in the table below.
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Table 5 - Comparison of Third-Party Benefits Administration Services
LAPRA
City of LA Contractors
(Police Retirees)
(Active Civilians)
Health: $7.00 PEPM
PEPM Fee
Dental: $1.80 PEPM
Composite: $6.92 PEPM
Average: $7.82 PEPM
Population
7,700
28,000
 On-going benefits
 On-going benefits
administration, open
administration, open
enrollment, and recordkeeping
enrollment, and recordkeeping
Services
 Benefits plan administration
Included in
 Benefits plan administration
consulting
PEPM fee
consulting
 Member communications
 Member communications
consulting
consulting
Additional Costs All Inclusive

Service Levels

Not Specified

Printing & Postage Costs
Dependent Audits
Enrollment Workshops
4-6 customer service
representatives with a maximum
of 19,000 interactions/year

Overall, the City has the advantage of a larger population size and a primarily non-Medicare
population which allows for more efficient pricing. Additionally, the City initiates a competitive
bid process for their benefits administration service contracts, which allows for regular market
rate assessments. In contrast, LAFPP benefits administration services for police retirees have
been contracted out to LAPRA, which has served in this capacity since the inception of the
subsidy program. LAPRA delivers value over the City contractors with their fees being inclusive
of all costs including printing and postage and in the provision of their unlimited and familiar
customer service. Additionally, LAPRA is the primary facilitator of plan designs, negotiations,
procurements, and member communications with the LAFPP Board and staff participating in
the final review and approval stage. In comparison, City staff and its labor board are primarily
responsible for overseeing contracts, procurements, and negotiations with carriers.
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APPENDIX B – LAFPP RESPONSE
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AUDIT OF THE SUBSIDY PROGRAM FOR HEALTH AND DENTAL PLANS
ADMINISTERED BY UNITED FIREFIGHTERS OF LOS ANGELES CITY (UFLAC)
May 2021
INTRODUCTION
Pursuant to Internal Audit Section’s (IAS) Fiscal Year 2020-21 Annual Audit Plan and Forecast,
IAS conducted the Audit of the Subsidy Program for Health and Dental Plans Administered by
United Firefighters of Los Angeles City (UFLAC).
Los Angeles Fire & Police Pensions (LAFPP) administers a $153.7 million1 subsidy program for
the health and dental coverage of eligible retired members and beneficiaries pursuant to
Administrative Code Sections 4.1151- 4.1164. LAFPP pays subsidies on behalf of eligible
members enrolled in Board-approved plans to provide suitable health, medical, hospital, dental,
or vision coverage. Employee service organizations that include Los Angeles Police Relief
Association (LAPRA), Los Angeles Fire Relief Association (LAFRA), Los Angeles Police
Protective League (LAPPL) and United Firefighters of Los Angeles City (UFLAC) began offering
health plans to their memberships prior to the subsidy program’s inception in 1975.
UFLAC offers four fully insured health plans and three dental plans to its members. With
approximately 120 health plan enrollees and 2,733 dental plan enrollees in 20202, a majority of
members are enrolled in dental plans only.
This performance audit was conducted in accordance with Generally Accepted Government
Auditing Standards and the International Standards for the Professional Practice of Internal
Auditing. These standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on
our audit objectives. IAS has determined that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives.
We wish to thank UFLAC, Fickewirth Benefits, UFLAC’s health consultant, and Medical and
Dental Benefits (MDB) Section for their assistance, collaboration, and valued input throughout
the course of this audit.
Background
In October 2018, LAFPP and UFLAC signed a 5-year contract (the Contract) for the term July 1,
2018 – June 30, 2023 regarding the administration of retiree health and dental plans and retiree
1
2

2020-21 fiscal year budget for all health benefits
Based on enrollment in November 2020
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health and dental plan subsidies. The Contract sets forth the specific services to be performed
by each party, along with contractual terms for fees and confidentiality. Article 3.2(u) of the
Contract requires a performance audit of the health and dental plans as related to the subsidy
program to examine the effectiveness, economy, efficiency, or internal controls of the health and
dental plans as administered by UFLAC.
AUDIT OBJECTIVES AND SCOPE
The overall objective of the audit was to determine whether the subsidy program for health and
dental plans administered by UFLAC is effective, efficient, and produces expected results. The
following objectives were evaluated:
Objective No. 1 – Evaluate whether the subsidy program is administered in accordance with
requirements;
Objective No. 2 – Determine whether members for whom LAFPP paid subsidies were covered
under an approved health or dental plan;
Objective No. 3a – Review compliance with key contractual requirements; and
Objective No. 3b – Assess reasonableness of administrative fees.
SUMMARY AUDIT RESULTS
The subsidy program for health and dental plans administered by UFLAC was generally
effective, efficient, and produced expected results. LAFPP calculated and paid subsidy benefits
in accordance with the Los Angeles Administrative Code (LAAC) and other requirements for all
subsidy calculations tested.
UFLAC provided accurate and complete health and dental coverage to all subsidy recipients. Its
benefits administration process, including Medicare enrollment procedures and dependent
eligibility verification procedures, was effective. Both UFLAC and LAFPP complied with key
Contract provisions selected for testing, including charging administrative fees of $22.00 per
enrollee per month (PEPM) for health plans and between $0.00 and $4.72 PEPM for dental
plans.
To assess the reasonableness of these administrative fees, IAS reviewed the costs incurred by
UFLAC for November 2020 to administer health and dental benefits for LAFPP retirees,
determining whether they were reasonable and supported the fee assessed. To further support
the assessment, UFLAC administrative services and fees for health and dental benefits were
compared to peer third-party benefit administrators. Health and dental administration fees
appeared reasonable and supported based on the information provided by UFLAC for November
2020. However, we note that administrative fees do not typically vary based on the plan selected
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or coverage level. Direct reimbursement dental subscribers are not charged any administrative
fees, while the two-party dental PPO subscriber pays $3.79, and the two-party dental HMO
subscriber pays $4.72 in administrative fees. UFLAC indicated that the dental administrative
fees vary between the dental HMO and dental PPO plan and coverage level (single, two-party,
or family) based on projected enrollment and level of services provided.
Although there were no indications that administrative fees were excessive for the period tested,
administrative fees are built into premiums and charged to members, directly and indirectly. As
such, LAFPP should strive to improve transparency for members in the contracting process and
ensure that costs remain reasonable and equitable. To facilitate this, LAFPP should ensure that
future third-party administrator contracts include: (1) a clearly defined scope and costs of
services received as consideration for administrative fees; (2) an assessment and confirmation
of the reasonableness of administrative fees charged; and (3) for all administrative fees, but
particularly varying ones, that the basis of the fee schedules are transparent so that stakeholders
are assured that fees are set in an equitable manner.
MANAGEMENT & UFLAC RESPONSE
LAFPP management generally agreed with the results and conclusions of the audit and intends
to implement the recommendation. LAFPP’s full response is attached in Appendix A. UFLAC
also generally agreed with the results and conclusions of the audit. For Recommendation No.
1, UFLAC states that their annual health and dental presentations to the Board has historically
included a summary of administrative fees, which provides the fee schedule and an overview of
services performed by UFLAC to support their retirees. UFLAC’s full response is attached in
Appendix B.
IAS found that the information currently provided by UFLAC fulfills existing contractual
requirements and is a great first step towards the ultimate goal of increased transparency. The
recommendation requests that future contracts enhance these transparency efforts by also
including information on the costs of services, an assessment of reasonableness of fees, and
the basis of the fee schedules.
AUDIT PROCEDURES AND TEST RESULTS
Objective No. 1 – Evaluate whether the subsidy program is administered in accordance
with requirements.
Background
In accordance with Los Angeles Administrative Code (LAAC) Sections 4.1154 and 4.1164, which
codifies program eligibility requirements, LAFPP provides eligible members subsidies for their
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health and dental coverage. Members include LAFPP retirees and their qualified dependents
and survivors. In November 2020, UFLAC members received approximately $227,095 in total
subsidies for health and dental coverage. The distribution of subsidies amongst the plans is
detailed in the table below.
Table 1 - Subsidies Paid to UFLAC Members in November 2020
Plan Type
Subsidies Paid % of Total
Health: UFLAC HMO
$54,339
23.9%
Health: UFLAC High Deductible PPO
$24,003
10.6%
Health: UFLAC Medicare Advantage HMO
$1,567
0.7%
Health: UFLAC Medicare Advantage PPO
$42,926
18.9%
Dental: MetLife Direct Reimbursement
$48,534
21.4%
Dental: MetLife Dental PPO
$52,819
23.3%
Dental: MetLife Dental HMO
$2,907
1.3%
Total
$227,095
For the administration of the subsidy program, LAFPP’s duties primarily consist of calculating
and paying monthly subsidies on behalf of eligible members, collecting out-of-pocket premiums
from members, and ensuring subsidies are administered in accordance with authoritative
sources. The majority of the calculations of subsidies and deductions are performed by LAFPP’s
pension and retirement information system, also known as PARIS, and reconciled and monitored
monthly by Medical and Dental Benefits (MDB) Section.
Audit Procedures
To determine whether subsidies were paid in accordance with LAAC Sections 4.1154 and
4.1164 and their subsections, IAS recalculated all subsidies paid on behalf of UFLAC enrollees
for November 2020 to confirm eligibility and payment amounts. The recalculations accounted
for each member’s eligibility factors that include:





Years of service
Age
Tier
Medicare eligibility/enrollment





Premium of selected health plan
Dependent coverage
Subsidy freeze election

Test Results
IAS recalculated all 2,916 subsidies paid on behalf of UFLAC health and dental enrollees for
November 2020 and no exceptions were identified.
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Objective No. 2 – Determine whether members for whom LAFPP paid subsidies were
covered under an approved health or dental plan.
Background
In accordance with the Contract, UFLAC is responsible for administering the benefits program
for members enrolled in their plans and providing health and dental coverage as selected by
members and partially paid for by LAFPP subsidies.
UFLAC offers four fully insured health plans to its members: an Anthem Blue Cross health
maintenance organization (HMO) plan; an Anthem Blue Cross high deductible preferred
provider organization (PPO) plan, an Anthem Blue Cross Medicare Advantage PPO plan; and
an Anthem Blue Cross Medicare Advantage HMO plan. UFLAC also offers three dental plans:
a MetLife direct reimbursement plan3, a MetLife Dental HMO (DHMO), and a MetLife Dental
PPO (DPPO) plan.
Total enrollment fluctuates throughout the plan year as members join the plan and have other
qualifying life events; however, for the period tested, UFLAC health plan enrollment was 120
members and dental plans enrollment was 2,733 members. A breakdown of LAFPP member
enrollment in UFLAC health plans as of November 2020 is found in Figure 1.
Figure 1 - LAFPP Member Enrollment in UFLAC Health Plans

UFLAC Health Enrollment
November 2020 total enrollment = 120

Medicare
Advantage
PPO
50
41.7%

Medicare
Advantage
HMO
2
1.7%

3

California
Care HMO
44
36.7%

HDHP PPO
24
20.0%

The direct reimbursement plan is a self-funded dental plan.
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A breakdown of the November 2020 enrollment of LAFPP members in UFLAC dental plans
can be found in Figure 2.
Figure 2 - LAFPP Member Enrollment in UFLAC Dental Plans

UFLAC Dental Enrollment
November 2020 enrollment = 2,733
MetLife
Dental PPO
1,436
52.5%

MetLife
Dental HMO
90
3.3%

MetLife Direct
Reimbursement
1,207
44.2%

Audit Procedures
For the selected test period, November 2020, IAS:
1. Compared member enrollment in PARIS, LAFPP’s pension administration system, to health
and dental enrollment carrier rosters to verify that coverage provided by UFLAC was
complete and accurate.
2. Reviewed invoices and payment records for all seven Board-approved health and dental
plans provided by UFLAC.
Test Results
Coverage was provided to all members for which LAFPP paid a subsidy and coverage was
consistent with member elections.
Objective No. 3a – Review compliance with key contractual requirements.
Background
In October 2018, LAFPP and UFLAC signed a 5-year contract (the Contract) that sets forth the
specific services to be performed by each party. The following key provisions of the Contract
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were selected for detailed review due to their impact on subsidy benefits or compensation paid
to UFLAC.




Article 3.2(n) of the Contract states that UFLAC “Provide LAFPP a copy of each pensioner's
Medicare Identification Card, as well as a copy of any Medicare Identification Card received
for a pensioner's dependent, upon receipt by UFLAC.”
Article 3.2(r) of the Contract states that UFLAC will “Use reasonable efforts to verify
eligibility of all dependents enrolled on or after 1/1/98 in pensioners’ health plans.”

Article 4.0, describing the terms for administrative fees that serve as UFLAC’s compensation,
was also selected for review. The administrative fees are set forth by the following sections:


Article 4.1 of the Contract states that “The current administrative fee is $22.00 per primary
subscriber per month for the health plans. The administrative fees for the dental plans shall
be as follows:
MetLife PPO
Single
$2.12
2-Party $3.79
Family $3.20
MetLife HMO
Single
$4.58
2-Party $4.72
Family $4.72



Article 4.2 of the Contract further states “The administrative fee(s) payable pursuant to
Article 4.1 shall be the only compensation UFLAC receives from LAFPP for services
provided pursuant to this Agreement.”

Audit Procedures
For the test period November 2020, IAS:
1. Reviewed Medicare enrollment policies to confirm procedures were in place to ensure
timely enrollment in Medicare. IAS selected all members who turned age 65 in 2020 to
confirm their Medicare enrollment.
2. Reviewed dependent eligibility policies to confirm procedures were in place to ensure
dependent eligibility was current. IAS randomly sampled 10 subscribers enrolled in multiparty plans4 to confirm the eligibility of covered dependents.
3. Compared UFLAC premiums to carrier contracts and ancillary health services to verify that
administrative fees were consistent with the contracted rates of $22.00 PEPM for health
4

This sample was drawn from UFLAC health enrollees only. Dependent subsidies are not available for dental plans.
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plans and the appropriate PEPM fees for dental plans and that no additional compensation
was received. Reasonableness of administrative fees was assessed in Objective No. 3b.
Test Results
1. Medicare enrollment policies were in place and appeared reasonable and adequate.
Medicare cards for each of the selected members who turned age 65 in 2020 were reviewed
and confirmed to be enrolled.
2. Dependent eligibility policies were in place and appeared reasonable and adequate.
However, in the sample reviewed, IAS identified one member that appeared to have their
former spouse enrolled as a dependent on their health and dental insurance. The member’s
enrollment resulted in no impact on their subsidy and deduction in the period tested.
Dependent verification procedures currently in place are generally adequate and would
identify ineligible dependents once they impact members.
3. Administrative fees consistent with the Contract were incorporated into the premiums of
health and dental plans. With regard to the administrative fees, UFLAC received no
additional compensation.
Objective No. 3b – Assess reasonableness of administrative fees
Background
Pursuant to LAAC §4.1152, the Board contracts with UFLAC to administer and provide group
health and dental plans to sworn fire retirees. UFLAC receives compensation for their benefits
administration services in the form of a per enrollee per month (PEPM) administrative fee, set
in the Contract, that is incorporated into monthly premiums. LAFPP similarly contracts with
other employee service organizations (LAFRA, LAPPL, LAPRA) to provide benefits
administration and group health and dental plans for other employee subgroups. The City of
Los Angeles’ (the City) holds comparable contracts to administer their benefits programs for
active civilian employees5.
UFLAC administrative fees were $22.00 PEPM for health plans and ranged from $0.00 to $4.72
PEPM for dental plans, dependent on enrollment and coverage level. A summary of UFLAC
health and dental administrative fees collected for the period tested is detailed in the table
below.

5

A detailed comparison of third-party benefits administration services provided by the City of Los Angeles and LAPRA was included in a
December 2020 report titled Audit of the Subsidy Program for Health and Dental Plans Administered by LAPRA.
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Table 2 – UFLAC Administrative Fees Summary in November 2020
PEPM
Monthly
Enrollment Administrative Administrative
Fees
Fees Collected
120
$22.00
$2,640.00
Health Plans
Dental Plans
2,733
$0.00 - $4.72
$4,982.43
(Plan level breakout below)
38
$4.58
$174.04
DHMO - 1 Pty Dental
52
$4.72
$245.44
DHMO - Family Dental
474
$2.12
$1,004.88
DPPO - 1 Pty Dental
813
$3.79
$3,081.27
DPPO - 2 Pty Dental
149
$3.20
$476.80
DPPO - Family Dental
1,207
$0.00
$0.00
Direct Reimbursement
2,853
$7,622.43
Totals
Aggregate data on health plan costs is compiled annually by the United States Department of
Labor in a report entitled “Annual Report to Congress on Self-Insured Group Health Plans”
(DOL report). The DOL report, most recently issued in January 2021, summarizes data from
Form 55006 filings for tax year 2018 of approximately 61,000 private sector, employersponsored group health plans. It reports aggregate plan participant numbers, plan
assets/liabilities, revenues/expenses, plan benefits, and funding arrangements.
Audit Procedures
To assess the overall reasonableness of administrative fees, IAS:
1. Evaluated whether the costs incurred by UFLAC to administer health and dental benefits for
LAFPP retirees were reasonable and supported the administrative fee assessed.
2. Evaluated whether UFLAC administrative services and fees for health and dental benefits
were comparable to peer third-party benefit administrators.
Test Results
Administrative fees appeared reasonable and supported for the period tested, based on the
following facts:
1. For the month provided, the costs incurred related to administration of its health and dental
plans appeared reasonable and supported a higher PEPM than what is being collected.
However, this assessment was somewhat limited as UFLAC only provided an allocation of
costs for a one-month period and noted that costs may vary month to month.

6
Form 5500 is a required filing for health and pension plans that are subject to the Employee Retirement Income Security Act of 1974
(ERISA). UFLAC is exempt from Form 5500 as its plans cover primarily government employees.
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2. UFLAC provided a scope of services similar to peer third-party benefit administrators,
including other employee service organizations LAFPP contracts with and the City of Los
Angeles.
3. Administrative fees charged for health plans were favorable in comparison with peer
statistics found in the DOL report. In comparison to a benchmark group with similar
characteristics and enrollment levels, UFLAC health plan administrative fees were 1.93%
of plan revenues which was 0.97% lower than the DOL report average of 2.90%.
Table 3 – Health Plan Comparison to DOL Report Statistics
UFLAC
(Nov 2020)1,2

DOL Report
(2018)3,4

Differences

1.93%

2.90%

-0.97%

4
120

121
4,000

Total Revenue

$136,546

$69M

Total Expense

$134,146

$34M

Total Adm. Exp.
Avg. No. Participants

$2,640
30

$2M
33

Metrics
Percent admin exp to total
revenue
Key Statistics
No. of Plans
No. of Participants

1 Source: LAFPP enrollment records in November 2020
2 Health plan information only
3 Source: January 2021 DOL report
4 Metrics based on aggregate of plans that were fully-insured, single-employer, with less than 100 participants per
plan, and a benefits trust

However, it should be noted that UFLAC administrative fees were $22.00 PEPM compared
to $9.00 PEPM for LAPRA, a similar provider of fully-insured plans to sworn retirees.
Although the services provided by both were comparable in scope, a lower relative
enrollment prevents UFLAC from achieving the same economies of scale and efficiency of
other contractors. Increased enrollment generally leads to lower costs per enrollee due to
fixed costs being more widely allocated.
4. For dental administrative fees, the costs incurred by UFLAC related to dental plans support
a higher PEPM than what is being collected7. However, the contracted fee schedule results
in PEPM charges that range from $0 for direct reimbursement enrollees up to $4.72 PEPM
for some DHMO enrollees. UFLAC indicated that dental administrative fees are assessed
based on enrollment levels and anticipated service requirements of each plan. No further
details were provided for the basis of the fee schedule. Other Associations who contract
7
The DOL report focuses on health plans as the primary insurance with dental and coverage considered add-ons; therefore, a comparison
to the report was only performed on UFLAC’s health plans.
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with LAFPP and the City of Los Angeles who administers civilian benefits do not assess
varying fees based on the plan selected or the coverage level, with LAPPL charging no
administrative fee and LAPRA charging $1.80 PEPM for all members.
FINDINGS AND RECOMMENDATIONS
Finding No. 1 – Improve Transparency on Administrative Fees
Although there were no indications that administrative fees were excessive for the period
tested, administrative fees are built into premiums and charged to members, directly and
indirectly. Additionally, while the total dollar amount of administrative fees collected by UFLAC
were low relative to other administrators ($7,622 in November 2020), the impact on individual
members should also be considered. For dental plans, an LAFPP member enrolled in a dental
plan could pay administrative fees ranging from $0.00 PEPM (members enrolled in UFLAC
direct reimbursement plans or LAPPL dental plans) to $4.72 PEPM (members enrolled in a
UFLAC HMO 2-party or Family plan). As such, LAFPP should strive to improve transparency
in the contracting process for members and ensure that administrative fees remain reasonable,
and that the basis of fees are apparent and equitable.
Recommendation No. 1
To facilitate the goal of transparency, LAFPP should ensure that for future third-party
administrator contracts:
a. The scope and costs of services received as consideration for administrative fees are
clearly defined;
b. There is an assessment and confirmation of the reasonableness of administrative fees
charged; and
c. For all administrative fees, especially varying ones, that the basis of the fee schedule is
transparent and communicated so that stakeholders are assured that fees are set in an
equitable manner.
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APPENDIX A: LAFPP RESPONSE
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APPENDIX B: UFLAC RESPONSE
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ITEM: 5

PARTNERSHIP FOR HEALTH AND WELFARE BENEFITS MANAGEMENT

COMPREHENSIVE
UNDERWRITING REVIEW
www.usi.com
CONFIDENTIAL AND PROPRIETARY: This presentation and the information contained herein is confidential and proprietary information of USI Insurance Services, LLC ("USI"). Recipient agrees not to copy, reproduce or distribute this document, in whole or in part, without the prior written consent of USI. Estimates are illustrative
given data limitation, may not be cumulative and are subject to change based on carrier underwriting. USI Insurance Services. All rights reserved.

Executive Overview
USI Comprehensive Underwriting Review
•

USI Underwriting & Analytical teams provide deep insights into both fully insured and self-funded
rate development for renewal discussions with the associations and unions.

•

USI starts by building a comprehensive dashboard of client data (USI now has four years of data).
o

•

Typically comparing monthly claims, premium and enrollment for the last twelve months

USI analytical teams analyze the carrier/association/union reports for accuracy of data and
assumptions.
o

USI uses our own trend factors based on our book of business for medical, Rx, and dental.

o

Union/Associations have typically used Segal’s or the carrier’s trend factors.

o

For administrative fees USI benchmarks premium volumes and the size of groups to determine
reasonable fees (taxes, ACA fees, carrier costs).

o

USI reviews large claims, prescription drug rebates, insurance carrier margins. and pooling
charges.

•

USI underwriters create an independent renewal analysis to contrast and compare with carrier,
association, or union renewals.

•

USI then applies our trend, reserve, and administration factors to the data supplied to project the
next renewal’s premiums and claims.

•

USI compares our projections to validate, or not, that the Union’s or Association’s renewals are in line
with ours.
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Comprehensive Underwriting Review:

Comprehensive Dashboard
USI Underwriting & Analytical teams provide deep insights into fully insured rate
development for advanced carrier negotiations.



USI starts by building a
comprehensive dashboard of
client data.



USI’s proprietary claims analysis
tool, 3D, can provide additional
financial and clinical insights to
augment the renewal
negotiation.



USI analytical teams analyze
carrier reporting for accuracy of
data and assumptions.



Analysis typically reveals 3-6% of
excess carrier margin/profit to be
removed from renewal
calculations.
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Comprehensive Underwriting Review:

Independent Renewal Analysis
Carrier reporting and rate development typically skews results toward higher
renewals. USI underwriters create an independent renewal analysis to contrast with
carrier models and produce employer savings.


Paid Claims typically include carrier
revenue in the form of % of savings charges,
spread pricing, capitated fees etc..



Renewal presentations from carrier include
numerous factors that have a
compounding effect to rates and each
must be analyzed to ensure competiveness.

USI underwriters establish a peer-to-peer
relationship with carrier underwriters for
advanced negotiations
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Comprehensive Underwriting Review:

Example: Hidden Excess Retention Costs
USI underwriters typically uncover 2-3% of excess retention costs hidden
within the renewal.


Insured premiums include revenue/profit to
carriers in several line items.


This small nuance in billing method could produce a
big difference in total costs:
Retention Rate
Employees:
Members:
Annual Cost

Renewal
$50.75 PMPM
503
$306,874



In this example administration is $50.75 Per
Member Per Month. This consists of claims
payment, customer service, network
access and disease management.



Competing proposals would be calculated
on a Per Employee Per Month basis. As
there are fewer employees than members,
even a higher rate produces savings.



This seemingly subtle difference could be
overlooked without a comprehensive
underwriting review

Competition
$60.00 PEPM
194
$139,680

Savings = $166,347 or more than 5%

Costs are intermittently expressed in
the form of Percentage of Premium,
Per Employee/ Month (PEPM) and
Per Member/ Month (PMPM) making
it very difficult for the average reader
to identify total costs
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ITEM: 6

ASSOCIATION RESPONSES REGARDING PROPOSED RFP’S, INTERNAL RFP
PROCESSES, AND SERVICES PROVIDED

RESPONSE FROM LOS ANGELES FIREMEN’S RELIEF ASSOCIATION (LAFRA)

July 22, 2022
Jeff Cawdrey, President
Los Angeles Firemen’s Relief Association
7470 N. Figueroa St.
Los Angeles, CA 90041
Re: Ad Hoc Committee on Retiree Healthcare Program Information Request
Dear Jeff:
Thank you for having your Vice-President, Chris Stine, attend and provide public comments
at the July 21, 2022 Ad Hoc Committee on Retiree Healthcare Program (Committee) meeting.
The Committee requested that the Relief Associations and Unions provide their input on the
draft Requests for Proposals (RFP) that were presented to the Board on June 16, 2022. In
particular, the Committee requested the following information from each of our current retiree
health and dental plan providers:
1. Your internal RFP processes, including how frequently RFPs are conducted and why
your organization may choose to not pursue an RFP at times.
2. Your organization’s input as to why conducting an RFP may/may not be beneficial to
LAFPP at this time.
3. A comprehensive list of services your organization provides to LAFPP pensioners (i.e.,
in addition to the retiree health insurance plans you provide).
I am requesting that LAFRA provide a response to the Committee’s requests by no later than
July 28, 2022. Please submit your response to Greg Mack, Chief Benefits Analyst, at
gregory.mack@lafpp.com.
Thank you for LAFRA’s services to our members. I look forward to LAFRA’s response to the
Committee’s requests.
Sincerely,

Raymond P. Ciranna
General Manager

www.lafpp.com

LOS ANGELES FIREMEN’S RELIEF ASSOCIATION

July 28, 2022

Gregory Mack
Chief Benefits Analyst
Los Angeles Fire and Police Pensions
701 East 3rd Street, Suite 200
Los Angeles, CA 90013
Re: Response to LAFPP Letter - Ad Hoc Committee on Retiree Healthcare Program Information Request
Dear Greg:
Please see below responses to the information requested in the above-referenced letter from Ray Ciranna,
dated July 22, 2022.
1. Your internal RFP processes, including how frequently RFPs are conducted and why your organization
may choose to not pursue an RFP at times.
LAFRA’s internal RFP process includes an ongoing investigative process to determine if an RFP is warranted.
Our investigative process, with the assistance of Bradawn/Gallagher, includes the following:
•

We evaluate plan financial performance on a regular basis through benefit plan reporting, weekly
and monthly financial reporting, and renewal data.

•

We evaluate service by analyzing timeliness and accuracy of requests, performance standard
reporting, member issue response, and ancillary plan management capabilities (i.e., technology,
innovative programs, etc.) to ensure that vendors are meeting our high-quality standards.

•

We consult with Bradawn/Gallagher and our vendors regarding market trends and analyze
comparative data to like-sized groups in our industry (peer comparisons).

•

We consult with Bradawn/Gallagher on the effectiveness of our current network discounts through
Anthem, as well as the availability of providers nationwide, to meet the needs of our geographically
diverse Member population.

•

We rely on Bradawn/Gallagher to aggressively negotiate with our vendors (Anthem, Kaiser,
HealthComp, Express Scripts, VSP, Sharecare, etc.) Bradawn conducts in-depth market checks to
ensure that LAFRA’s PPO plan has the most competitive claims contracts in place, through Anthem’s
Prudent Buyer and BlueCard networks. This market check has consistently demonstrated that
Anthem’s networks provide our Members with the overall deepest discounts, translating into
competitive premium rates. Furthermore, Bradawn/Gallagher continually monitors the marketplace
for significant developments that may affect LAFRA.

•

We consult with our pharmacy benefits consultants who perform annual audits and market checks.
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•

We attend annual health insurance conferences to learn what is new in the industry, network with
similar groups and connect with a multitude of vendors.

•

We survey our members for satisfaction and those surveys suggest members are generally happy
with our current benefit providers. In short, we have no reason to believe that Members generally
want to see the vendors replaced.

•

We monitor the publicly-reported RFP results and decisions not to pursue RFPs of other Los Angeles
City employee or retiree health plans. In that regard we note that after an RFP, the City of LA has
decided to renew with Anthem through 2024 (Exhibit A) and LACERS elected to forego an RFP (we
assume with the City Attorney’s approval) and renew with Anthem (Exhibit B). Those actions suggest
to us that an RFP would be unlikely to produce a superior vendor to Anthem.

•

We provide certain claims information to LAFPP’s consultant, USI, in accordance with the terms of
our contract with LAFPP, and we carefully review USI’s analysis. Nothing in that analysis has
questioned the suitability of our rates and benefits or suggested that an RFP would produce better
rates than what we currently have.

•

We participate in LAFPP audits. In the recent audit, the internal LAFPP auditors determined that
LAFRA’s administrative fees appeared reasonable and consistent with expenditures expected for the
administrative services LAFRA provides (Audit of Subsidy Program - Objective No. 3a and 3b).

•

We consult with Bradawn/Gallagher about market conditions, with respect to carrier administrative
fees (“retention”), which allows us to deliver the best results to our Members and, in turn, LAFPP.
This is supported by the recent City of LA and LACERS decisions to retain Anthem Blue Cross.

LAFRA will and has issued an RFP when we have found that a vendor does not meet our high service and
performance standards or financial targets. We will not issue an RFP annually if it is not warranted.
2. Your organization’s input as to why conducting an RFP may/may not be beneficial to LAFPP at this
time.
An RFP would not be beneficial to LAFPP for these reasons:
First, under our Contract our claims information cannot be used in an RFP without our consent. We decline
to give that consent as is our right.
Second, under Section 4.1167 of the Administrative Code, 2% electors are “vested” in the retiree health
benefits in effect on June 30, 2011. Those “benefits” were LAFRA. See Admin. Code. Section 4.203
(recognizing LAFRA’s benefits as “….to the benefit of retired City employees…”) which was in effect on June
30,2011. This vesting language in Section 4.1167 must be liberally construed in favor of retirees, with any
ambiguity resolved in favor of the pensioner. Irvin v. Contra Costa County Employees’ Retirement
Association, 13 Cal. App. 5th 162 (2017), Under such a pro-retiree liberal construction of Sec 4.1167, the
“benefits” in effect on June 30 of 2011, in which retirees are “vested”, must include LAFRA. Consequently,
any RFP (which cannot include our claims data) can only be for the relatively small group who did not elect
to contribute the 2% to be vested in LAFRA. An RFP for such a limited group will not be practical.
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Third, as an economic matter, it is highly unlikely that a LAFPP RFP for the same benefits would produce
better rates than those available through LAFRA. LAFRA administers the active benefits and provides for a
smooth transition of benefit coverage and provider networks as Members move from active to retired
status. It is critically important to LAFRA and our Members that these benefits and networks remain intact.
LAFPP’s previous efforts to secure competitive bids have used valuable Member (and staff) resources and
have not resulted in products or pricing more favorable to our Members.
As a reminder, LAFRA’s PPO medical plan is self-insured. We use the Anthem Prudent Buyer network and
BlueCard providers, and our Plan is administered by an independent TPA. After a thorough and
comprehensive RFP in 2019, we made the change to a new TPA in 2020. The majority of our premium rates
(over 90%) are comprised of claims expenditures, using the Anthem fee structures (the same ones used by
the City of LA and LACERS). Furthermore, we conduct a stop loss RFP periodically to determine the potential
effectiveness of adding such coverage. To date, it has been more cost effective for LAFRA to decline adding
stop loss insurance to our cost base.
3. A comprehensive list of services your organization provides to LAFPP pensioners (i.e., in addition to
the retiree health insurance plans you provide).
While retirees only represent 49% of the membership, the LAFRA staff spends well over 60% of their time
assisting this population.
Below is a summary of the services LAFRA provides:
•

Member Services
o Respond to Member questions and requests for assistance including, but not limited to, the
following inquires:
 Eligibility status and verification
 Disabled Dependent coverage
 Medicare coverage and eligibility
 Benefit coverage and issues – interface with Third-Party Administrator, RX vendor,
Wellness vendor,etc.
 Premium cost
 Payroll deduction
 Surviving Spouse specific questions
 Transitioning from Active to Retiree status
 Claims Inquiries
o Manage enrollment process and updates
o Eligibility audits
o Dependent verification tracking
o Domestic Partner verification for the Pension Department
o Medicare verification outreach and assistance (includes Social Security visits with Members)
o Prepare monthly Pension transmittals
o Coordinate monthly eligibility changes with the Pension Department
o Attend Member informational meetings (held quarterly at geographically dispersed locations)
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•

Legal
o Contract Management - review and negotiation of vendor contracts (Bradawn/Gallagher,
PSG, HealthComp, Anthem, Express Scripts, Sharecare, VSP, etc.) and outside agreements
and contracts (Business Associate agreements, single case agreements, etc.)
o Ensure Plan compliance
o Draft Federal and State regulation communications
o Member appeal review

•

Marketing
o Provide and maintain content on the LAFRA website for the Medical Benefits
including posting Plan information for the TPA (HealthComp), the LAFRA Wellness Program,
VSP, etc.
o Open Enrollment communications (twice per year)
o Create custom links to vendor sites
o Email mass communications (i.e., Wellness Plan notifications, Plan benefit alerts, etc.)
o Draft and develop New Hire Packets
o Create benefit communication pieces for the Grapevine magazine
o Attend Retiree events to educate Members about Plan benefits
o Medical Plan promotion including producing tribute videos

•

Accounting
o Resolve subsidy discrepancies, including follow up with LAFPP’s accounting department
o Verify correct subsidy codes and resolve errors
o Utilize and verify proper General Ledger Account Codes for transactions
o Oversee bank account set-up
o Treasury Services including monthly wire transfers
o Prepare Monthly Financial Statements
o Coordinate billing for cash pay Members
o Account analysis and reconciliation
o Issue vendor payments

•

Information Technology (IT)
o Produce and program Member eligibility communications such as:
 Disabled Dependent notice
 Eligibility requirement documentation
 Medicare notices
 Age 26 notices
 Surviving Spouse status change letter (Dependent to Surviving Spouse)
o Maintain eligibility files for vendors (TPA, PBM, Wellness, Express Scripts, etc.)
o Pass Medicare coverage files for verification through TPA and PBM
o Provide a customized online enrollment system for Open Enrollment and qualifying events
o Provide our Members with secure, online access to their claims data, Explanation of Benefits
(EOB), plan documents, benefit plan information, and customer service
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o Offer a mobile app feature for Members to access digital ID cards, view claims, check plan
status and communicate with customer service
o Provide custom 1094/1095 data file
o Pull information for required filings (i.e., PCORI fee)
o Coordinate mailing of SSN verification
o Coordinate and manage internet access
o Provide census data information for mailings and analysis
o Review and track the Member profile report
o Provide desktop support
o Manage network security
o Coordinate computer training
o Telephone system support
o Management of data servers
o Manage LAFRA disaster operations center
•

Other
o
o
o
o
o
o
o
o

Member appeal review
Monthly Financials review
Requests for Proposals (RFP) analysis and finalist presentations
Benefit analysis and review of renewals
Workers Compensation tracking, interface, and review
Host Medicare seminars
Engage in continuing education to stay ahead of industry trends
COBRA management and premium collection

In addition to the above list of services, there are countless stories of LAFRA Board Members that have
gone above and beyond, at all hours of the day, to assist our Members with their benefits. Whether it is
visiting Members in the hospital to help them get the care they need, installing a DME supply for a Member
that needs help, joining a family conference call with a provider, picking up a prescription and delivering it
to a Member that doesn’t have transportation, etc., we feel these services are considered “priceless” by our
Members.
Sincerely,

Jeff Cawdrey
President
Los Angeles Firemen’s Relief Association

7470 N. Figueroa Street• LOS ANGELES, CA 90041 • PHONE: (323) 259-5200 • FAX (323)259-5290 • www.org

EXHIBIT B
CITY OF LOS ANGELES
JOINT LABOR-MANAGEMENT BENEFITS COMMITTEE (JLMBC)
PROPOSED MINUTES
May 20, 2022 – 4:00 P.M. - 5:00 P.M.
CONDUCTED VIA TELECONFERENCE
Present:
Committee Member
Regular:
David Sanders - SEIU Local 721
Gary Glaze - AFSCME
Marleen Fonseca - Engineers and Architects Association
Matthew Szabo - Office of the City Administrative Officer
Tony Royster - General Services Department
Alternates:
Gavin Koon - Building & Construction Trades Council
Jennifer Grøndahl - Laborers’ International Union of North America (“LiUNA”)
Matthew Crawford - Department of Recreation & Parks
Office of the City Attorney
Charles Hong - City Attorney
Personnel Department Staff
Paul Makowski - Chief Management Analyst
1.

Call to Order

David Sanders called the meeting to order at 4:01 p.m.
2.
None.

Public Comments

3.

Reconsideration of Committee Report 22-24: Health Plan Services Request for
Proposal Evaluation and Recommendation

Presentation Highlights:
Paul Makowski presented the reconsideration of Committee Report 22-24, which was previously
presented at the May 16, 2022 JLMBC meeting. He recapped:
● The Review Committee identified conflicting items and determined that clarification was
needed from the proposers.
● Section 7.1 - Pre Award Negotiation, which is included in every RFP, provides language
that would allow for the clarification needed from the proposers prior to awarding a
proposal.
● Through report 22-24, the Review Committee recommended a two step process that
includes:
○ Tentatively selecting all three proposers to allow staff to negotiate and
understand the conflicts as identified by the Review Committee and bring findings
back to the JLMBC.
○ The JLMBC will have the opportunity to hold interviews with the proposers and
make a final recommendation to move forward or provide a different direction.
Committee Member Comments, Questions, and Responses:
Marleen Fonseca asked if the Review Committee had confusion on all three proposals. Mr.
Makowski confirmed that there is confusion among each of the three proposals and also on how
all providers could work together specifically with the unique offering by UnitedHealthcare.
Ms. Fonseca asked if substituting “tentatively” with “provisionally” will create less confusion in
the future. Mr. Makowski stated that other changes will be made in future RFP processes and
that the issues in this current RFP process lies within the restrictive language of the RFP.
Gavin Koon requested confirmation that this recommendation is intended for the Review
Committee to perform internal processes to obtain more information from the providers and
return to the full committee with findings, who then has the power to agree or reject the
recommendations or find other options. Mr. Makowski confirmed that this is a process matter
and assured that the JLMBC has various options once findings are presented.
Mr. Koon stated concern with the word “negotiation,” which misleads committee members and
suggests finding another term to best reflect the Review Committee’s purposes.

Committee Action:
A motion was made by Marleen Fonseca and seconded by Gavin Koon that the JLMBC
performs the following with a change in sections B, C, D from “tentatively” to “provisionally”
to:
A. Receive and file the Health Plan Services Review Committee evaluation and analysis of
the LAwell Civilian Employee Benefits Program (LAwell Program) Network Plans and
Staff Model Request for Proposals.
B. Recommend to the General Manager of the Personnel Department that Anthem Blue
Cross be provisionally selected as the provider of the LAwell Program’s PPO, HMO Full
Network, HMO Narrow Network, and HMO Regional Network (Vivity) plan options for
a two-year contract beginning January 1, 2023 through December 31, 2024 with an
option for up to three additional one-year terms, pending successful negotiations by
the Personnel Department with Anthem for, at minimum, contract requirements,
prices/premiums, and service level agreements.
C. Recommend to the General Manager of the Personnel Department that Kaiser
Permanente be provisionally selected as the provider of the LAwell Program’s Staff
Model HMO plan option for a two-year contract beginning January 1, 2023 through
December 31, 2024 with an option for up to three additional one-year terms, pending
successful negotiations by the Personnel Department with Kaiser for, at minimum,
contract requirements, prices/premiums, and service level agreements.
D. Recommend to the General Manager of the Personnel Department that United
Healthcare be provisionally selected as the provider of its Harmony HMO plan for a twoyear contract beginning January 1, 2023 through December 31, 2024 with an option for
up to three additional one-year terms, pending successful negotiations by the Personnel
Department with United Healthcare for, at minimum, contract requirements,
prices/premiums, and service level agreements.
E. Instruct staff to report back to the JLMBC at its next meeting with the results of each
negotiation inclusive of pricing and clarified service agreement details and prior the
award of any contract.
The motion received three affirmative votes from Labor (Marleen Fonseca, Jennifer Grøndahl,
and Gavin Koon) and four affirmative votes from Management (Matt Szabo, Tony Royster,
Matt Crawford, and Holly Wolcott) and two nays (David Sanders and Gary Glaze); the motion
was passed.

4.

Request for Future Agenda Items

None.
5.

Next Meeting Date

A meeting was noted for:
● TBD - Special Meeting
● June 2, 2022 - Regular Meeting
● June 16, 2022 - Special Meeting
● July 7, 2022 - Regular Meeting
6.

Adjournment

Mr. Koon announced his retirement in July and will be stepping back from the alternate role.
Chad Boggio will become the new alternate.
The meeting was adjourned at 4:20 p.m.

EXHIBIT C
LACERS Starts Process For 2023
Health Plan
June 1, 2022

RLACEI

Michael Wilkinson, LACERS/Legal Representative

LACERS BOARD UPDATE
By Michael R. Wilkinson, LACERS Commissioner
Email: MikeWilkinson4LACERS@gmail.com

The LACERS Benefits Administration Committee is directing LACERS staff and
its health consultant, Keenan & Associates, to begin the process to approve the
2023 medical, dental and vision contracts. I know, it seems it was only yesterday
that we finished open enrollment for the 2022 plan year.
This year, LACERS is undergoing the somewhat more streamlined Request for
Renewal Process with our current carriers rather than the more involved Request

for Proposal Process. This route was taken because of the timing and the crush
of other projects such as the RFP for the health and welfare consultant.
The process begins by sending out a Request for Renewal to each carrier asking
about any new and additional programs and the cost as well as alternative
pricing. Then the staff and Keenan evaluate the responses and critically analyze
the method to come up with the premium proposal. After additional negotiation,
the final proposal is sent to the Benefits Committee, which I chair, and finally to
the full Board of Administration.
LACERS has been successful in improving the health plans while keeping the
premiums under control. The 2022 total health and welfare program is $149.9
million in premiums. The average premium change is far less than the trend rate
for other plans over three years. LACERS premiums went down 0.5 percent, while
the average was an increase of 6.9 percent per year over the three-year period.
Some of the improvements to our plans over recent years include free gym
memberships, meals sent to homes, transportation to medical appointments,
and medical alert devices.
LACERS will continue to work closely with staff and the consultant to improve the
LACERS Well program and to tailor it to improving members’ health. This also
has the added benefit to lower the premium costs so that we can provide better
health plans for less cost.
Some goals for the new plan year are:
•

Getting performance guarantees, which would trigger penalties on security
breaches

•

Increasing funding for our very popular LACERS Well program, and

•

Minimize the impact of COVID-19.

ITEM: 6

ASSOCIATION RESPONSES REGARDING PROPOSED RFP’S, INTERNAL RFP
PROCESSES, AND SERVICES PROVIDED

RESPONSE FROM LOS ANGELES POLICE PROTECTIVE LEAGUE (LAPPL)

July 22, 2022

Craig Lally, President
Los Angeles Police Protective League
1308 West Eighth Street
Los Angeles, CA 90017
Re: Ad Hoc Committee on Retiree Healthcare Program Information Request
Dear Craig:
Thank you for having Corina attend and provide public comments at the July 21, 2022 Ad
Hoc Committee on Retiree Healthcare Program (Committee) meeting. The Committee
requested that the Relief Associations and Unions provide their input on the draft Requests
for Proposals (RFP) that were presented to the Board on June 16, 2022. In particular, the
Committee requested the following information from each of our current retiree health and
dental plan providers:
1. Your internal RFP processes, including how frequently RFPs are conducted and why
your organization may choose to not pursue an RFP at times.
2. Your organization’s input as to why conducting an RFP may/may not be beneficial to
LAFPP at this time.
3. A comprehensive list of services your organization provides to LAFPP pensioners (i.e.,
in addition to the retiree dental insurance plans you provide).
I am requesting that LAPPL provide a response to the Committee’s requests by no later than
July 28, 2022. Please submit your response to Greg Mack, Chief Benefits Analyst, at
gregory.mack@lafpp.com.
Thank you for LAPPL’s services to our members. I look forward to LAPPL’s response to the
Committee’s requests.
Sincerely,

Raymond P. Ciranna
General Manager
Cc: Corina Lee, Director, LAPPL
www.lafpp.com

ITEM: 6

ASSOCIATION RESPONSES REGARDING PROPOSED RFP’S, INTERNAL RFP
PROCESSES, AND SERVICES PROVIDED

RESPONSE FROM LOS ANGELES POLICE RELIEF ASSOCIATION (LAPRA)

July 22, 2022
John Shah, President
Los Angeles Police Relief Association, Inc.
600 N. Grand Ave.
Los Angeles, CA 90012
Re: Ad Hoc Committee on Retiree Healthcare Program Information Request
Dear John:
Thank you for attending and providing public comments at the July 21, 2022 Ad Hoc
Committee on Retiree Healthcare Program (Committee) meeting. As you know, the
Committee requested that the Relief Associations and Unions provide their input on the draft
Requests for Proposals (RFP) that were presented to the Board on June 16, 2022. In
particular, the Committee requested the following information from each of our current retiree
health and dental plan providers:
1. Your internal RFP processes, including how frequently RFPs are conducted and why
your organization may choose to not pursue an RFP at times.
2. Your organization’s input as to why conducting an RFP may/may not be beneficial to
LAFPP at this time.
3. A comprehensive list of services your organization provides to LAFPP pensioners (i.e.,
in addition to the retiree health and dental insurance plans you provide).
I am requesting that LAPRA provide a response to the Committee’s requests by no later than
July 28, 2022. Please submit your response to Greg Mack, Chief Benefits Analyst, at
gregory.mack@lafpp.com.
Thank you for LAPRA’s services to our members. I look forward to LAPRA’s response to the
Committee’s requests.
Sincerely,

Raymond P. Ciranna
General Manager
Cc:

Diane Whisnant
www.lafpp.com

LOS ANGELES POLICE RELIEF ASSOCIATION, INC.

July 28, 2022

Via Email: gregory.mack@lafpp.com

Gregory Mack
Los Angeles Fire and Police Pensions
701 East 3rd Street, Suite 200
Los Angeles, CA 90013

Re: R. Ciranna Information Request of July 22, 2022 (the “Request”)
Dear Greg:
This will respond to the above Request.
1. Our “Internal RFP Processes”
With Bradawn /Gallagher’s assistance our “investigative process” includes the following:
We monitor the publicly reported RFP results and decisions not to pursue RFPs of other Los Angeles
City employee or retiree health plans. In that regard we note that after the City performed an RFP, it
has decided to renew with Anthem through 2024 (Exhibit A) and LACERS elected to forego an RFP (we
assume with the City Attorney’s approval) and renew with Anthem (Exhibit B). Those actions suggest to
us LACERS and the City believe that an RFP would be unlikely to produce a superior vendor to Anthem.
We survey our members for satisfaction and those surveys suggest members are generally happy with
our current benefit providers. We have shared those results with the LAFPP Board. In short, we have
no reason to believe that members generally want to see Anthem replaced and continue to see LAPRA
administer the plans.
We provide certain claims information to LAFPP’s consultant, USI, in accordance with the terms of our
contract with LAFPP, and we carefully review USI’s analysis. Nothing in that analysis has questioned the
suitability of our rates and benefits or suggested that an RFP would produce better rates than what we
currently have.

Greg Mack
July 28, 2022
Page 2

We consult with Bradawn/Gallagher about market trends and rely on Bradawn/Gallagher to
aggressively negotiate with Anthem, Kaiser and Sharecare. Bradawn conducts an in-depth market
check at least every three years to ensure that LAPRA’s PPO plan has the most competitive claims
contracts in place, through Anthem’s Prudent Buyer and BlueCard networks. This market check has
consistently demonstrated that Anthem’s networks provide our members with the overall deepest
discounts, translating into competitive premium rates. Our market evaluations also extend to the
internal pooling limits in our Anthem and Kaiser agreements, to ensure they are set at appropriate
levels with market-competitive pricing. Furthermore, Bradawn/Gallagher continually monitors the
marketplace for significant developments that may affect LAPRA.
In addition, Bradawn/Gallagher’s knowledge of market conditions, with respect to carrier
administrative fees (“retention”) allows us to deliver the best results to our members and, in turn,
LAFPP. This is supported by the recent City of LA and LACERS decisions to retain Anthem Blue Cross.
2. Reasons Why An RFP Would Not Be Beneficial To LAFPP
An RFP would not be beneficial to LAFPP for these reasons:

a. Under our Contract our claims information cannot be used in RFP without our consent.
We decline to give that consent as is our right. Under Section 4.1167 of the
Administrative Code, 2% electors are “vested” in the retiree health benefits in effect on
June 30, 2011. Those “benefits” were LAPRA. See Admin. Code. Section 4.203
(recognizing LAPRA’s benefits as “….to the benefit of retired City employees…”) which
was in effect on June 30,2011. This vesting language in Section 4.1167 must be liberally
construed in favor of retirees, with any ambiguity resolved in favor of the pensioner.
Irvin v. Contra Costa County Employees’ Retirement Association, 13 Cal. App. 5th 162
(2017), Under such a pro-retiree liberal construction of Sec 4.1167, the “benefits” in
effect on June 30 of 2011, in which retirees are “vested”, must include LAPRA.
Consequently, any RFP (which cannot include our claims data) can only be for the
relatively small group who did not elect to contribute the 2% to be vested in LAPRA. An
RFP for such a limited group will not be practical.
b. As an economic matter, it is highly unlikely that an LAFPP RFP would produce better rates
than those available through LAPRA. Furthermore, the expense of conducting such RFPs
serves to deplete our members’ pension investments even more.

c. It would be difficult for LAFPP to replicate the existing LAPRA plan designs, in a fullyinsured environment. Insurance companies generally have plans and their related
design provisions filed with each state and, as such, may not be able or willing to
replicate the plans.
d. LAPRA administers the active benefits and provides for a smooth transition of benefit
coverage and provider networks as members move from active to retired status. It is
critically important to LAPRA and our members that these benefits and networks remain

Greg Mack
July 28, 2022
Page 3

intact. In addition, LAPRA, who also administers the plans for the about 10,000 active
members of the LAPD, works diligently to ensure that the retiree plan mirrors the active
plan so as not to cause undue disruption upon retirement.
e. LAFPP’s previous efforts to secure competitive bids have used valuable member (and
staff) resources and have not resulted in products or pricing more favorable to our
members.
3. Comprehensive List of Services Provided By LAPRA
While retirees only represent 45% of the membership, the LAPRA staff spends well over 50% of their
time assisting this population. We have seen this number increase over the last quarter.
LAPRA Health & Welfare Plans and Programs
Medical
Dental
Vision
Wellness
Life Insurance - Basic
Life Insurance - Voluntary
Life Insurance - Policy Surrender
Disability Insurance
Long-Term Care
Emergency Relief
Scholarship Program
Blue Ribbon Trust Fund Donations
Administrative Services

Enrollment Processing
• Initial enrollment
• Mid-year changes
• Marriage
• Domestic partnerships
• Divorce
• Birth

Greg Mack
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•
•
•
•
•
•

Adoption/legal guardianship
Surviving dependents
Medicare enrollment
Disabled dependent
Qualified Medical Support Orders
Retiree payroll processing

Termination Processing
• Member/dependent deaths
• Over-age dependents
• Member voluntary terminates coverage
• Member drops Parts A, B and/or D
• COBRA enrollment
• COBRA termination
On-going Services
• Online tools for members to make benefit changes and update personal information,
including beneficiaries
• Manually process above transactions for members who choose not to use the online tools
• Respond to phone calls, emails and in-person inquiries
• Educate and advise members who are transitioning from Active to Retired
• Explain eligibility, benefits and how to utilize services
• Medicare enrollment education and assistance, including home visits
• Vendor claims resolution
• Member appeal review
• Provide annual benefits statements for Medicare eligible retirees
• Assistance with expediting grievance process
• Assist with locating in-network providers
• Beneficiary tracking
• Death benefits
• Assign death benefits to mortuaries and funeral homes
• Low Income Subsidy (LIS) processing
• Annual Enrollment
• Attend member events such as Los Angeles Retired Fire & Police Association annual
meetings, retiree group meetings, LAPRA annual meeting
• Attend LAPPL semi-monthly Outreach events at LAPD divisions to assist members with
questions about retirement
• Process member premium credits
• Collect premiums directly from members

Greg Mack
July 28, 2022
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•
•
•

Professionally-created open enrollment materials and forms, with online enrollment
capabilities
Quarterly newsletters with educational information
Coming in the future: Medicare 101 Webinars

Conclusion
If you have any questions about the above, please let us know within 24 hours of your receipt of
the response.
Sincerely,

John Shah, President
Los Angeles Police Relief Association

EXHIBIT A
CITY OF LOS ANGELES
JOINT LABOR-MANAGEMENT BENEFITS COMMITTEE (JLMBC)
PROPOSED MINUTES
May 20, 2022 – 4:00 P.M. - 5:00 P.M.
CONDUCTED VIA TELECONFERENCE
Present:
Committee Member
Regular:
David Sanders - SEIU Local 721
Gary Glaze - AFSCME
Marleen Fonseca - Engineers and Architects Association
Matthew Szabo - Office of the City Administrative Officer
Tony Royster - General Services Department
Alternates:
Gavin Koon - Building & Construction Trades Council
Jennifer Grøndahl - Laborers’ International Union of North America (“LiUNA”)
Matthew Crawford - Department of Recreation & Parks
Office of the City Attorney
Charles Hong - City Attorney
Personnel Department Staff
Paul Makowski - Chief Management Analyst
1.

Call to Order

David Sanders called the meeting to order at 4:01 p.m.
2.
None.

Public Comments

3.

Reconsideration of Committee Report 22-24: Health Plan Services Request for
Proposal Evaluation and Recommendation

Presentation Highlights:
Paul Makowski presented the reconsideration of Committee Report 22-24, which was previously
presented at the May 16, 2022 JLMBC meeting. He recapped:
● The Review Committee identified conflicting items and determined that clarification was
needed from the proposers.
● Section 7.1 - Pre Award Negotiation, which is included in every RFP, provides language
that would allow for the clarification needed from the proposers prior to awarding a
proposal.
● Through report 22-24, the Review Committee recommended a two step process that
includes:
○ Tentatively selecting all three proposers to allow staff to negotiate and
understand the conflicts as identified by the Review Committee and bring findings
back to the JLMBC.
○ The JLMBC will have the opportunity to hold interviews with the proposers and
make a final recommendation to move forward or provide a different direction.
Committee Member Comments, Questions, and Responses:
Marleen Fonseca asked if the Review Committee had confusion on all three proposals. Mr.
Makowski confirmed that there is confusion among each of the three proposals and also on how
all providers could work together specifically with the unique offering by UnitedHealthcare.
Ms. Fonseca asked if substituting “tentatively” with “provisionally” will create less confusion in
the future. Mr. Makowski stated that other changes will be made in future RFP processes and
that the issues in this current RFP process lies within the restrictive language of the RFP.
Gavin Koon requested confirmation that this recommendation is intended for the Review
Committee to perform internal processes to obtain more information from the providers and
return to the full committee with findings, who then has the power to agree or reject the
recommendations or find other options. Mr. Makowski confirmed that this is a process matter
and assured that the JLMBC has various options once findings are presented.
Mr. Koon stated concern with the word “negotiation,” which misleads committee members and
suggests finding another term to best reflect the Review Committee’s purposes.

Committee Action:
A motion was made by Marleen Fonseca and seconded by Gavin Koon that the JLMBC
performs the following with a change in sections B, C, D from “tentatively” to “provisionally”
to:
A. Receive and file the Health Plan Services Review Committee evaluation and analysis of
the LAwell Civilian Employee Benefits Program (LAwell Program) Network Plans and
Staff Model Request for Proposals.
B. Recommend to the General Manager of the Personnel Department that Anthem Blue
Cross be provisionally selected as the provider of the LAwell Program’s PPO, HMO Full
Network, HMO Narrow Network, and HMO Regional Network (Vivity) plan options for
a two-year contract beginning January 1, 2023 through December 31, 2024 with an
option for up to three additional one-year terms, pending successful negotiations by
the Personnel Department with Anthem for, at minimum, contract requirements,
prices/premiums, and service level agreements.
C. Recommend to the General Manager of the Personnel Department that Kaiser
Permanente be provisionally selected as the provider of the LAwell Program’s Staff
Model HMO plan option for a two-year contract beginning January 1, 2023 through
December 31, 2024 with an option for up to three additional one-year terms, pending
successful negotiations by the Personnel Department with Kaiser for, at minimum,
contract requirements, prices/premiums, and service level agreements.
D. Recommend to the General Manager of the Personnel Department that United
Healthcare be provisionally selected as the provider of its Harmony HMO plan for a twoyear contract beginning January 1, 2023 through December 31, 2024 with an option for
up to three additional one-year terms, pending successful negotiations by the Personnel
Department with United Healthcare for, at minimum, contract requirements,
prices/premiums, and service level agreements.
E. Instruct staff to report back to the JLMBC at its next meeting with the results of each
negotiation inclusive of pricing and clarified service agreement details and prior the
award of any contract.
The motion received three affirmative votes from Labor (Marleen Fonseca, Jennifer Grøndahl,
and Gavin Koon) and four affirmative votes from Management (Matt Szabo, Tony Royster,
Matt Crawford, and Holly Wolcott) and two nays (David Sanders and Gary Glaze); the motion
was passed.

4.

Request for Future Agenda Items

None.
5.

Next Meeting Date

A meeting was noted for:
● TBD - Special Meeting
● June 2, 2022 - Regular Meeting
● June 16, 2022 - Special Meeting
● July 7, 2022 - Regular Meeting
6.

Adjournment

Mr. Koon announced his retirement in July and will be stepping back from the alternate role.
Chad Boggio will become the new alternate.
The meeting was adjourned at 4:20 p.m.

EXHIBIT B
LACERS Starts Process For 2023
Health Plan
June 1, 2022

RLACEI

Michael Wilkinson, LACERS/Legal Representative

LACERS BOARD UPDATE
By Michael R. Wilkinson, LACERS Commissioner
Email: MikeWilkinson4LACERS@gmail.com

The LACERS Benefits Administration Committee is directing LACERS staff and
its health consultant, Keenan & Associates, to begin the process to approve the
2023 medical, dental and vision contracts. I know, it seems it was only yesterday
that we finished open enrollment for the 2022 plan year.
This year, LACERS is undergoing the somewhat more streamlined Request for
Renewal Process with our current carriers rather than the more involved Request

for Proposal Process. This route was taken because of the timing and the crush
of other projects such as the RFP for the health and welfare consultant.
The process begins by sending out a Request for Renewal to each carrier asking
about any new and additional programs and the cost as well as alternative
pricing. Then the staff and Keenan evaluate the responses and critically analyze
the method to come up with the premium proposal. After additional negotiation,
the final proposal is sent to the Benefits Committee, which I chair, and finally to
the full Board of Administration.
LACERS has been successful in improving the health plans while keeping the
premiums under control. The 2022 total health and welfare program is $149.9
million in premiums. The average premium change is far less than the trend rate
for other plans over three years. LACERS premiums went down 0.5 percent, while
the average was an increase of 6.9 percent per year over the three-year period.
Some of the improvements to our plans over recent years include free gym
memberships, meals sent to homes, transportation to medical appointments,
and medical alert devices.
LACERS will continue to work closely with staff and the consultant to improve the
LACERS Well program and to tailor it to improving members’ health. This also
has the added benefit to lower the premium costs so that we can provide better
health plans for less cost.
Some goals for the new plan year are:
•

Getting performance guarantees, which would trigger penalties on security
breaches

•

Increasing funding for our very popular LACERS Well program, and

•

Minimize the impact of COVID-19.

ITEM: 6

ASSOCIATION RESPONSES REGARDING PROPOSED RFP’S, INTERNAL RFP
PROCESSES, AND SERVICES PROVIDED

RESPONSE FROM UNITED FIREFIGHTERS OF LOS ANGELES CITY (UFLAC)

July 22, 2022
Freddy Escobar, President
United Firefighters of Los Angeles City, IAFF Local 112
1571 Beverly Boulevard
Los Angeles, CA 90026-5704
Re: Ad Hoc Committee on Retiree Healthcare Program Information Request
Dear Freddy:
Thank you for attending and providing public comments at the July 21, 2022 Ad Hoc
Committee on Retiree Healthcare Program (Committee) meeting. As you know, the
Committee requested that the Relief Associations and Unions provide their input on the draft
Requests for Proposals (RFP) that were presented to the Board on June 16, 2022. In
particular, the Committee requested the following information from each of our current retiree
health and dental plan providers:
1. Your internal RFP processes, including how frequently RFPs are conducted and why
your organization may choose to not pursue an RFP at times.
2. Your organization’s input as to why conducting an RFP may/may not be beneficial to
LAFPP at this time.
3. A comprehensive list of services your organization provides to LAFPP pensioners (i.e.,
in addition to the retiree health and dental insurance plans you provide).
I am requesting that UFLAC provide a response to the Committee’s requests by no later than
July 28, 2022. Please submit your response to Greg Mack, Chief Benefits Analyst, at
gregory.mack@lafpp.com.
Thank you for UFLAC’s services to our members. I look forward to UFLAC’s response to the
Committee’s requests.
Sincerely,

Raymond P. Ciranna
General Manager
Cc:

Diane Whisnant
www.lafpp.com

