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Self lnswance Reserve

As you are aware from the recent budg€t process, the City and Board ofEducation (BOE) has been committed to working

together to find the most cost effective solution in dealing with the significant annual rate increases in providing health

insurance for our employees.

Mayor Boughton's directive was to propose a solution to this costly gowing problem that would consider the unique plan

p.oni.ionr Jf both the City and the BOE while minimizing the impact to the taxpayer. The City's Finance team worked

very closely over the last severdl months with the BOE Finance Director, Joe Martino, and his team to explore all the

options available.

The simplest answer offered the best overall long-term solution for the City of Danbury taxpayers - comtine the plans to

spread the risk over a larger pool to reduce our premium costs and to minimize the reserve requirement for a self-insured

pian. Our current health care provider, Cigna, was selected after careful consideration ofthe proposals from the three

major health care providers: Cigna, Aetna, and Anthem.

please keep in mind that this change is significant but necessary for long-term savings in health care costs. One ofthe

most signiircant changes in moving from a fully insured plan to a self-insured plan is the requirement to establish and to

fund a ,,selflnsurance Reserve" to cover the claims margin. The first year amount for both the BOE and the City is

expected to be about S2,200,000 or 7% of claims. This amount will need to increase over the next few fiscal yezus until it

amounts to about 20-25% of claims

please consider establishing the following reserve account for self-insurance so we can allocate surplus funds as necessary

and when available.

014-2400.2690 Reserve - Health Insurance

I appreciate your consideration on this matter. Please call me at'7974652 ifyou have any questions.




