METROPOLITAN LIBRARY COMMISSION
OF OKLAHOMA COUNTY

FINANCE COMMITTEE
AGENDA

Members: Hugh Rice, Chair
Nancy Anthony
Scott Duncan
Greg Womack

Monday, May 13, 2002
3:30 p.m.

Belle [sle Library
5501 M. Villa
Oklahoma City, OK 73112
(Phone: 843-96501)

WOTE: Comments from the general public will be limited to 15 minutes with tme prorated among sprakers.
Preference will be given 1o residents of Oklahoma County. Persons signing up to address the committen must list
their residential address and personally sign a speaker form.

L

1.

Il

i

WII.

Call to Order and Establishment of Quorum — Hugh Rice, Chair
General Review of Library Finances

¥ Metropolitan Library System Budget Projections With Current 5.2 Mills

¥ Metropolitan Library System Budget Projections With Additional 1 Mill in
FY 2004 — 2005 (Annual growth 4.88%)

» Metropolitan Library System Budget Projections With Additional 1 Mill in
FY 2004 — 2005 (Annual growth 5.00%)

» Projected Designated Reserves

Review Choctaw Library Finances

¥ Historical Review of Funding of the New Choctaw Library

Request to approve transfer of funds with Choctaw Library Guild
Request to approve additional funds for Choctaw Library construction
Review of funding for New Downtown Library & Learning Center

% Historical Review of Funding for the Downtown Library & Learning
Center

» Attachment 1 - Table 1 — Construction sub-contracts to be completed

» Attachment 2 — MLC Document #28 Request for Additional Funding for
the Downtown Library & Learning Center

» Attachment 3 — Expenditure Schedule for the Downtown Library &
Leaming Center

Request to accept Recommendation of Administrative and Personnel
Committee to approve the Definition of Medical Funding Account

(General Review of Health Insurance —

Metropolitan Library Commission
Administrative Team

Darlene Browers, President, Staff Association
Managers and Supervisors
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Fmance Commilice
MLC 2001 - 2002
May 13, 2002

Historical Review of Funding for new Choctaw Library

In June of 1999, the Finance Committee approved the proposed Long-
Range Plan for Library Facilities Improvements approved by the Lon-
Range Planning Committee on July 9, 1998. Included in that plan was
$681,486 designated for the new Choctaw Library. Those dollars were to
be used to underwrite: books and materials, furniture and equipment,
professional fees, construction and contingency costs.

At that time, detailed cost estimates for the project had not been finalized
and a specific library budget proposal had not been submitted to the
Finance Committee or the Commission but would be submitted to them
upon completion. The proposed FY 1999-2000 budget included $15,000
to engage an architect to prepare a preliminary site plan.

The Long Range Planning Committee met on September 22, 1999 and
approved a recommendation that the Metropolitan Library Commission
approve proposed underwriting up to $800,172 for the new 9,000 gross sq.
ft Choctaw Library Facility from the Future Capital Improvements Portion
of the Cash Reserve Plan, subject to the City of Choctaw’s ability fo
underwrite the balance of the project funds, at that time estimated at
$1,133,348.

At this same meeting, the Long-Range Planning Committee voted to
adopt Administrative Guidelines for Updating the Inventory of Facilities
Improvements. These recommendations were presented to the full
Commission on October 21, 1999.

The Long-Range Planning Committee was asked to review policies that
related to the funding of new library facilities, which they did on March
2, 2000. And presented to the Commission at the March 16, 2000

meeting. (Attached is a copy of Guidelines for Updating Facilities as
presented).



Historical Review of Funding for Approved by
new Choctaw Library Long-Range Planning Committee
Attachment March 2, 2000

o Guidelines for Updating Facilities

o Provision of library service within 10 to 15 minutes driving time in
Oklahoma County.

o Improvements to systematically maintain the buildings and grounds
to achieve energy savings and improve service efficiencies.

o Improvements to help ensure the safety and security of library users
and library staff.

o Improvements and expansions at present library facilities that meet
the library system's performance standards for service and respond to
periodic community needs assessments.

(]

Efforts to extend service to under served areas of the county such as a
new Northwest Library in Oklahoma City.

o On-going revisions to the Facilities Planning Guidelines for site
selection and or building planning to incorporate flexibility, planned
expansion and future needs, (Such needs include: automation
expansion, computer labs, Computer-Assisted Drawings {CAD) of site
and floor plans, detailed descriptions for furnishings/equipment, and
layouts that comply with barrier-free access standards.)

O

Total library funding for renovations, new furnishings/equipment,
and "opening day” materials collections.

0 Underwriting of fees for Architects/Engineers and Interior Designers
for new and/or expansions to facilities.

o Library Funding for construction costs based on the following table:

* Remodeling of ar:_v Hbrary facility. ‘

100 Percent

o Temporary demonstration library,
+ Portable building or facility replacing |
bookmohbile trailer |
= Expansion and Remedeling of (
|

50 to 100 Percent

Extension Library 25 Percent
s New Extension Library | -
» Expansion and Remodeling of Full- '

Service Library J 10 Percent

= New Full-Service Library |




Finance Committee
MLC 2001 2002
May 13, 2002

Transfer Funds with Choctaw Library Guild for Choctaw Library
Building Project

Choctaw Library Guild (the Guild), a long-time friends group of Choctaw
Library, has obtained a $50,000 grant from the Sarkeys Foundation for
adding a porch to the planned new Choctaw Library building. The grant
money will not be available until the latter part of years 2002 and 2003.
However, the City of Choctaw is required by law to have all funds in hand
before the construction contract can be signed with a successful bidder.

To solve the cash flow difficulty faced by the Guild, they asked the
Metropolitan Library Commission to approve a transfer of $50,000 of
library system’s contribution for furniture and equipment to the Choctaw
Library’s current $449,539 cost sharing for construction costs. The Guild
will transfer the $50,000 grant to the Library System immediately after
they receive it. Under this arrangement the total Library System’s cost
sharing of $800,172 would remain the same. As shown in the attached
funding schedule, the Library Commission approved a similar transfer on
March 16, 2000 to allow the City of Choctaw to obligate the funds for
professional fees right after the bond was issued.

Based on our experience with the Edmond Library expansion and the 4-
library refurbishing in the past few years, the payments for purchased
furniture and equipment had been spread out for a long period of time.
Therefore, the timeline of the grant payments set by the Sarkey
Foundation would not create any cash flow problem for the library
system.

Committee Action

Recommend that the Library Commission approve the transfer of
$50,000 in funding to the Choctaw Library project from
Furniture/Fixture/Equipment to Construction Costs with the
understanding that the Choctaw Library Guild will transfer the $50,000
grant from the Sarkey Foundation to the Library System immediately
after they receive it.



Funding Schedule for the New Choctaw Library

SM002
Original proposal approved by the Commission on 10/21/99:

City of CT MLS Total
Construction Cost: $ 1,000,012 % 333338 % 1,333,350
FFE 185,133 195,133
Frofessional Fees 116,201 116,201
Contingency 133,335 18,000 151,335
Opening Day Collection 137.500 137,500
Total ¥ 1,133,347 3 800172 § 1,833,519
Revised schedule approved by the Commission on 3/16/00;

City of CT MLS Total
Construction Cost: 5 883,811 § 449 538 3 1,333,350
FF/E 195,133 195,133
Professional Fees 116,201 116,201
Contingency 133,335 18,000 151,335
Opening Day Collection 137,500 137,500
Total § 1133347 $ 800172 § 1933519
Revised schedule proposed to the Finance Committee on 5/13/02":

City of CT MLS Choctaw Guild Total
Construction Cost: $ 883,811 § 493 539 1,383,350
FFE 145133 5§ 50,000 185,133
Professional Fees 116,201 11 E,%Eﬁ
Confingency 133,335 18,000 151,335
Opening Day Colledction 137,500 137,500
Total $ 1133347 3 800,172 & 50,000 % 1983519

* This schedule does not include any additional contruction cost that the City of Choctaw
and the Choctaw Library Guild are going to contribute to the actual construction cost.

bdgt/DMEClexp

page 2



Finance Commities
MLC 2001 - 2002
May 13, 2002

Construction of Choctaw Library

The Metropolitan Library first began working with the Choctaw Library Guild and the City
of Choctaw in 1996 to provide a new library for this growing community. Over the past
several years; a budget was established, a site was purchased by the Library Guild, the
first suceessful bond issue in over 20 years was approved and the architectural firm of
Elliott Associate Architects was selected.

The City of Choctaw let bids for the building construction in March 2002. Nine qualified
bids were received and opened on April 4, 2002. The lowest base bid was $1,540,000.
The range of the bids from high to low was approximately 10%. The difference between
the 1% and the 27 bids was just over $9,000. These results reflect both a clear set of bid
documents and a competitive market. Rand Elliott is to be commended for the success of
his effort.

Even with the advantages of the above, the base bid in combination with several desirable
add alternates, exceeds the current budget by approximately $300,000.

It is suggested that the Metropolitan Library System contribute a maximum of $40,000 to
assist in this effort. There is no specific line item allocated for this funding in the current
FY 2001-02 budget. However, the budget document indicates that the amount of
undesignated reserve for future capital improvement projects will be $836,496 at the end
of the fiscal year or June 30, 2002. It seems appropriate for the Commission to allocate a
portion of the undesignated reserve to complefe this project.

You will find the Projected Funding Schedule for the Choctaw Library Project on page 2.
Value engineering is being negotiated at the current time and if new figures are available
an updated schedule will be brought to the meeting.

Committee Action

That the Finance Committee recommend funding, not to exceed $40,000 for the new
Choctaw Library, payable to the City of Choctaw. Funding for this project will be provided
by the undesignated reserve in the cash reserve fund.



Metropolitan Library System

CHOCTAW LIBRARY Date 5/6/02
PROJECTED FUNDING SCHEDULE
Costs
BASE BID $ 1,540,000
COST OF ALTERNATES $ 104,800
TOTAL CONSTRUCTION COST $ 1,644,800
Additional Design Costs
Based on Final Cost Over 1,333,000 @ 7 1/2% S 235610
5 23,610
CURRENT PROJECTED BUILDING COST 1,668,410
Funding
ORIGINAL
City of Choctaw $ 1,000,012
Metropolitan Library System $ 333350
$ 1333362

ADDITIONAL FUNDS

City of Choctaw
Additional Funds ( to be approved 5/6}
ADDITION INTEREST ON BONDS $ 41217
FROM CONTINGENCY FUND 33,300
Subtotal s 74,517
Choctaw Library Guild
Fund Balance £ 100,853
Sarkeys Grant - for Deck / Porch 50,000
Anticipated Additional Funds - Flag Pale 3,095
Ayailable Funds $ 1535848
SUB TOTAL OF ADDITIONAL FUNDS 228 465
REVISED PROJECTED BUDGET $ 1561827

LONG { SHORT) 3% (106,583)

ADDITIONAL COST ADJUSTMENTS

Metropolitan Library System
Security System from FF & E budget 20,865

VALUE ENGINEERING ITEMS

City of Choctaw to Perfiomm Landscaping Wark {esfimate) 3 14,000
City of Choctaw o Perform Irrigation Work (estimate) 3 14,000
"York" Grant for Mechanical Equipment {estimate) $ 14,000
Value Enginesring Kems {estimate) z 21,870
Subtotal 63,870

LONG ( SHORT) § 1,539,979

page 2



Finance Cormnmittoes
MLC 2001 - 2002
May 13, 2002

HISTORICAL REVIEW OF FUNDING FOR THE DOWNTOWN LIBRARY
& LEARNING CENTER

In 1995, OKC voters approved a MAPS package that included a 116,100 GSF
library/learning center estimated to cost $15.9 million in 1995. The estimate
included an annual inflation factor of 4%, which would result in a $18.5 million
project if awarded in 1998.

In May of 1996, the project was reduced to 113,700 GSF, and funding to $15.3
million. In May of 1997, the funding was increased to $15.4 million to
underwrite the anticipated increased costs for structural problems at the
preferred site (SE cormner of Galleria at Sheridan).

In September of 1997, the library told city planners that in addition to
previously stated funding for the move, opening day materials and other
additional costs, the library would also underwrite up to $500,000 for a portion
of the Furnishings, Fixtures and Equipment. At that time, the library
emphasized their previously stated position that the estimates provided by IS &
B was substantially below other estimates of expected costs for the building. In
October, the building size was further reduced to 108,250 GSF.

On March 18, 1999, the executive director requested that the Commission
consider approving $2 million to directly purchase furniture and equipment for
the building. At that time the MAPS funds totaled about $21 million (included
was the library's pledge of $500,000 to help underwrite FF & E). The
commission approved the request from the director to designate $3,260,000 in
the FY 1999-2000 reserve budget for the library/learning center.

On April 5, 2001 the long-range Planning Committee met to review the current and
forthcoming library building projects and discussed the resources needed to plan and
implement library-building projects.

The committee also discussed areas of the Downtown library that were being re-
programmed in order to reclaim additional public service space; particularly in
the Children’s area. At that time, an additional $394,500 was needed. Action
taken at that meeting included approval and acceptance of the fisures in Table
1 — Construction sub-contracts to be completed. (See attachment 1)

The Metropolitan Library Commission reviewed the recommendation from the
long-range Planning Committee on April 19, 2001 and unanimously approved
acceptance of the figures in Table 1. At that meeting, the executive director
said other changes were being reviewed and additional dollars would still be
needed. He told the Commission he would be coming back to them in several
months with a list of the other changes he would recommend.

At the October 25, 2001, commission meeting, the Executive Director presented
a request for $500,000 additional funding for the Downtown Library & Learning
Center. The request was unanimously approved. (Attachment 2 is a recap of
approved costs)

Attachment 3 illustrates the approved funding for the Downtown Library &
Learning Center; dollars expended to date and anticipated costs for remaining
items,



ATTARCHMENT 1
Librarv/[earning Center
Frepured by Lee B, Brawne
Facilities Planner
Metropolitan Library System

METROPOLITAN LIBRARY SYSTEM
MEMORANDUM
April 5, 2001

TO: Norman Maas, Executive Director
Donna Morris, Deputy Director
Anne Hsieh, Business Manager

RE: LIBRARY/LEARNING CENTER:
Ejﬁfﬂ" OF ADDITIONAL COST ESTIMATES

|
FROM: I rawner, Facilities Planner

This will summarize our earlier discussions regarding approved and proposed cost
estimates for contracts to complete the Librarv/Leaming Center

With the assistance of Don Beck, I have projected a summary in Table T of pending
contract and cost estimates. Page 9 summarizes the proposed new, projected costs,

For related planning | have included a summary in Table II of pending administrative
decisions (1.e. library service hours, staffing, parking, etc.) relating to the
Library/Learning Center.;

FY 2002 FY 2003
PROPOSED: | PROPOSED:

#_sHDI'__f IONAL ES $254,500 $140,000

Delays and Reductions Reduce Service Efficiency of Facility; Library Contingency
Funds Allocated for Security Control System

This project has experienced numerous delays (e ¢ need to select a new, suitable site;
need to engage a new structural engineering firm following the death of the initial
engineering:principal. excessive debris that ran up the cost of foundation drilling) since it
was initiated. The floor plans for public services and staff support spaces were based on
program needs determined five years ago and these have changed considerably, The
plans were arbitrarily modified by structural changes over this period with the result that
the public services and staff support spaces have been reduced on three occasions.

The MAPS funding was not sufficient to purchase and install the security equipment (i.e
elecirical locking devices, hardware/software, closed circuit television cameras and
monitors). At its September 21, 2000 meeting the Metropolitan Library Commission
approved a revision to the Cash Reserves allocation for the project totaling $230,000 for



[ sbraryLearning Center
Frepared by Lee B, Bravwner
Facilities Planner
Metropofitan Library Sysiem

the purchase and installation of the security equipment. In effect. this expenditure
reduced the library system’s contingency funds for this project.

Portion of Service Area Spaces Proposed to Be Reclaimed

An intensive re-programming, review and revision of these floor plans was conducted by
the library administration, Beck Associates and Michaels Associates during the past two
months, This process has brought the plans into sync with present and projected library
programs, services and support services needs. Moreover, the process has reclaimed a
considerable portion of the public services space — particularly in the Children’s Services
Area — that had been cut during this five-year period

Related Project Completion Timeline

In order to act on them in the most cost-effective manner, Beck Associates must get the
Change Orders for the proposed space revisions to the General Contractor on/by June
2001. The framing for the respective spaces is scheduled to begin around October 2001
The library system will begin awarding sub-contracts - in close coordination with the
General Contractor — for pulling wiring, installing security systems, etc. in May 2002.
Construction completion is projected for September 2002; the library will be awarding
contracts for installing FF/E, signage, January 2002 and moving in October/November
2002, The anticipated opening for the new facility 15 around December 2002,

Proposed Revision in Current Cash Reserves [or Floor Plan Changes

To satisfy the above project timeline, Beck Associates must complete necessary Change
Orders for submission to the General Contractor in June 2001. The cost to implement
these changes after the facility 15 completed would probably increase aboul twenty
percent. It is proposed that the Long-Range Planning Committee review the revisions and
propose that the Library Commission allocate the additional funding of 394,500 at its
meeting on April 19, 2001. The additional funding amounts to approximately (.02
percent of the total project cost for the Library/Learning Center.

ba
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ATTACHMENT 2 Finance Committee
MLC 2001 - 2002
May 13, 2002

Document #28
2001-2002 MLC
October 25, 2001

ADDITIONAL FUNDING FOR NEW DOWNTOWN LIBRARY &
LEARNING CENTER

The Long-Range Planning Committee and the full Metropolitan Library
Commission reviewed and approved $394,000 worth of additional items
needed for the new Downtown Library and Learning Center last April, At
that time and at subsequent board meetings Norm Maas has explained
that additional dollars would be needed for other items we were working
on that needed pricing and consideration. These items are as follows:

1) Hard Floor surfaces on levels 1,2,3,4.. $ 145,000
(Terrazzo flooring]

2] Upgrade 4th floor carpeting................ s 39000
(Change to carpet squares)

3) Two (2) Flag poles......cccccoevvvevniiniienenn. .. 25,000
(Installed)

4] FUIHEDE.ssnmimasisanniaiess  w 00,000
(Additional)

o) Kitchen equipment.............oooviieneennn.. .. 85,000
(Basement, 3rd and 4th floors)

b} CORDNPeney. it innms  « 150.000

POTAL i sisasssm $ 500,000

Commission Action

Approve the additional funds for construction needs of the New
Downtown Library and Learning Center.



ATTACHMENT 2 Finance Committes
MLC 2001 - 2002
May 13, 2002

Document #28
2001-2002 MLC
October 25, 2001

October 5, 2001

To: Norm Maas
Executive Director

From: Anne Hsieh

Subject: Availability of Funds for Additional Construction Needs

Attached is a copy of the page 3-9 of the current year budget document —
the schedule of Cash Reserve Plan. The numbers in the last column
(under 2001-02) indicate that the projected total reserve at the end of
this fiscal year will be $9,379,798. Within this total amount, $8,043,302
has been designed for specific purposes, such as cash flow reserve,
insurance fund reserve, and matching funds approved by the
Commission for building constructions including the Downtown/Library
Learning Center and four capital projects funded by the Oklahoma City
bond issues. The remaining $1,336,496 represents undesignated funds
reserved for future capital improvement needs. It seems appropriate for
the Commission to spend a portion of the remaining funds to complete
the construction of the Downtown Library/Learning Center.

The funding for the Downtown Library/Learning Center is summarized
as follows:

Okla. City MLS Total
Original commitment $18,862,863 | $3,260,000 |$22,122,863
Additional approved by $ 394,500 |3 394,500
Commission 4/5/01 o
Additional provided by |$ 708,699 S 708,699
MAP as of 10/5/01
Additional pending $ 500,000 |3 500,000
Comimission’s approval | -
 Total $19,571,562 | $4,154,500 | $23,726,062
% of Increase over 7 4%
Original - e




Beginning Balance
Annual Contributions

Ending Balance

Allocation of Reserves:
Eeserve for Cash flow
Reserve for Insurance Fund
Reserve for Extra Pavday
Capital Improvement Projects:

Approved by the Commission:
Drexel Portable Building
DN Library/Learning Center
F/F/E & A.V. Equipment
Other Related Projects
Opemng Collections
Choctow New Facility

OKC Capital Improv. Projects

Capital Hill Library
Ralph Ellison Library
New Northwest Library
Southern Oaks Library

Future Capital Improvements*

Total Reserves

CASH RESERV E PLAN

1998-99 1999-00 2000-01 200102

$3.750,000 $6.082.857 £7.065,349 $9.600.874
2,332,857 982,492 2,535,525 (180.678)

$6.082.857 $7.065.349 $0_600,874 $9.420,196

51,400,000 F1.600.000 1,800,000 1,900,000

100,000 100,000 100,000 100,000

27,000 55,350 90,000

52 400 52,400 52,400 32,400

2.000.000 2,000,000 2,000,000

660,000 66e0, 000 660,000 365.000

GO0, 000 600, 000 00,000 350,000

26,750

205,332

424 930

3,551,527

717,363

1.270.457 2,025,049 4.333.124 1,376,594

$6,082,857 $7,065.349  $9.600.874 $£9.420.196

*Projects pending the Long-Range Planning Committes’s recommendations and the Library
Commission’s approval. See list of proposed projects on next page.

349



== K ¢ L 1T souejeg _ —
I - S e = led .
T o | - -1 -|_ = i I ‘Paasjosal ueeq E: m__u__ﬂ.___.h.uﬂzﬂ._]
(1ze'6e) & | SONSs] J0 UoJoa|le) B Bl JS00 8BSy L i
i . et _ it & reseul |«
990° 155 & [[zze'6e) S | 00SvSLkv § | BEV'LOZ'ES 990° LS55 S| 00ST5L TS jezo)
000002 - 000'05§ 000'05€ 000002 000'DS5 uoppe|iop Ae@ Bujuedo |
990')se  § |(Lee'B€) & | 00G'¥00'E § | 6EV'LGR'ZS | 566'1O0V 4 | 990'i5¢€ $ | 005'P09'ES | 3/dd ¥ UONONIISUOD J0j SOO [BIOL |
L2y = Ly R — - . EE.EF L _ Hhoue Bupuos T ¥z
e o - 88592 - .Besez | ~ lopose | Bupedieg Jooy Uiy apesbdn | €2
(Lpe'6L) mﬂ 82l (Lo0'sz  BBL'ESE Ec Skl v 0} | S|BAB| U0 S80BUNG JO0|4 PIBH | 22
= ] 02 Wal /M | 0on'olb (A0 % WNH) Se0l0 Bleofey | |2
LG5 E52 :m_mmm 0962 LGG £52 000804 %EEmEﬂm 10y JUBLIBSE( m:_;m_c_"_ 0z
L + - ¥ LB AN ) 000'S2 ~ s8)od ‘Beid Joy E:ﬁEﬁEE_ 6l
0050} DOS'0k o 005'01 ujejunod Aejoy 1o} E_._HEEEE_ | 81
) 3 | 288’ B0L | [BS'E0L 000'05 UBIPIIYD 0} 480 J0 UoIHOd peAuoD | LL
I ; | ooo'os 00005 o gopos 0 BIED Eazu:o._..ﬁ_mﬂﬁcnu ol
i ooo'ss  ooose | 000'68 Bujdeaspuer] pue Bulysiuing | 51
o . ] S .- NN 5. i Jooo'oz | BAIY 5,UeIpI|uD J0j BOd W | ¥
880'26 | 880°L0L 000G 880 Z6 | ooo'sy B 88} |BIN28YYOLY [BUOIPPY | €1
L, 000’01 00004 0000} B U [BUOIPPY | Z)
) 000'09 000'08 ) 00009 salojelq Bulpling Jousiu| | |1
. (ooo'zL) 1¥5'69 L5685 000'ShHE senbue pue subig touepa | 0L
. 000’00+ 00000} 000'00} sufils Aieiqry Jous| | 8
o 000°DEE D00'0EZ ] 000'0£Z swdinb3 Ajunoes | ¢
0005 _|ooo’s p00's 000G (jpuonippe) ubisaqQ weishs Ajunoas | L
- S I LT T T o T A ‘oo0'bkl | Bupmpuesjqeo Buliind | 8 |
S | ooo'os [ oo0'0s. ~_|ooo'os ~ sosuedxz BUIAOW | §
) ey weeve [ [lecve . 00052 — ~ sajod BeyomL | ¥
£ZR'96 | 000'GL gzl 000'G8 ~ uowdinbe usyoy | €
i B 000'02 | 000'02 ) ooo'oz ~— poop Buipeo) Joj juswidinb3 | z
DOD'090'Z § | 00D'DBD'ES | ooo'0s0'e$ | jawdnbg AV R 2idd L §
NErﬁ jJo si .E...mEﬁ_.___.ﬁﬁ. 1500 |BIOL :mn_D pajond Od 10 JDeNUOD umm._u_..m |
plEd unouny uadp | paledionuy Guipuad 10 wnowy | pasctddy WHOM 40 W3LI #
- — I, - = ) --.“|| . .-.L.__mEuu BujuigeT g EEEJ ::_.nu:;an 8y} 10) 8|NPaYIS m._.m.__m..u:m..._um =
- | 1S0D ¥3IN3D ONINHVIT ' AdvHdl NAAOLNAOQ 40 MIAIAIY
i | . = = .
] i | " " ~ 2 _
_ £ LNEWHOV.LLY




Finance Committes
MLC 2002 — 2002
May 13, 2002

DEFINITION OF MEDICAL FUNDING ACCOUNT

A. PURPOSE OF FUND

The Metropolitan Library System entered into being self-funded July 1,
1995. Our intent was to build up an amount of money that would buffer us
for certain purposes. The following is to clarify the purposes for which this
money could be used. As of June 30, 2001, the fund had accumulated
$522,188.

Now that we have these years of experience behind us, it is proposed that
the medical funding account be maintained at:

1. a dollar amount equal to 30% of the current year’s beginning total
premium level, plus,

2. a $100,000 amount for cash flow, and

3. any time at the end of the prior year that this is over this amount, the
excess would be used to buy down the cost of the insurance for the
next fiscal year for both the library and the employees.

The purpose of this fund is for paying for claims as they come into the third
party administrator on a daily basis from the medical/dental providers and
for reducing the amount of premiums in a year when the library has
experienced unusually large claims which may or may not have reached the
stop loss level. In a year in which there have been a great many claims or
unusually large claims, the premiums for the next year will be very high and
this can be used to offset this expense for the library and employees. The
premiums never seem to go back down, but if the next year is good any rate
increases will be built upon the top of the bad year rates.

B. SOURCE OF FUNDING

This account is funded by premiums set by insurance actuaries at the
beginning of each plan year for the estimated claims plus 25%. This is paid
by both the employer and employee. This split is 90% for the employer for
single coverage and 10% for the employee. The split for the dependents of
the employee is 70% for the employer and 30% for the employee. The
average contribution split between the library and the employvee for family
coverage is 79% and 21%, respectively. If the claims are not as much as
anticipated, there will remain unspent dollars in the medical funding
account.



C. ADDITIONAL USES FOR MONIES FROM THIS FUND

The monies in this fund can be used to pay claims prior to monies being
collected in the current year from the library and the employees. Also, it
traditionally takes time for the stop loss insurance to reimburse the library
once it has been reached either on an individual or aggregate basis, but the
providers must be paid in a timely manner.

D. RELEASE THE GENERAL FUND RESERVE

For the same reason stated above in C, a $100,000 cash reserve was
designated in the library system’s general fund at the inception of this
program for cash flow purposes. Except the first year, this reserve has not
been used since then. Considering the accumulated fund balance, it is
believed that this general fund reserve is no longer needed and can be
released for other library operational purposes.

RECOMMENDATION

An administrative committee composed of Norman Maas, Anne Hsieh,
Richard Rea and Karyn Miller developed the above definition to document
the purpose and intent of the medical funding account.

The administration recommended that the Administrative and Personnel
Committee recommend for adoption this definition including the formula,
as stated above, for the maintenance of the account, the authorized use of
excess funds and the division of the benefit of those funds (79% for the
library and 21% for employees).

The Administrative and Personnel Committee accepted the
recommendation at their meeting of May 6, 2002. The Committee is
recommending that the Finance Committee accept this recommendation
and recommend adoption by the Metropolitan Library Commission.

COMMITTEE ACTION

[f in agreement with the recommendation, the appropriate Finance
Committee action would be to recommend that the Library Commission
adopt the definition of the medical funding account including the formula
for the maintenance of the account, the authorized use of excess funds and
the division of the benefit of those funds.

2



Finance Committes
MLC 2001-2002
May 13, 2002

GENERAL REVIEW OF HEALTH INSURANCE

MEDICAL/DENTAL INSURANCE

April 2002

REQUESTED BY THE FINANCE COMMITTEE

The Finance Committee previously requested a general review of the
library system's medical/dental insurance as it compares to other plans
administered by the third party administrator as well as definition of the
Medical Funding Account (the claims payment account.)

The administration has worked with Hugh Rice over the past several
months to clarify that committee’s request and answer their questions.

A Definition of Medical Funding Account was taken to the May 6, 2002
meeting of the Administrative and Personnel Committee, the Committee
recommendation and request for action is attached separately.



HIGH POINTS OF THE
MEDICAL/DENTAL INSURANCE PLAN COMPARISON

High Points of the Medical/Dental Insurance Plan Comparison

The comparison was prepared as a result of questions raised by the Library Commission

as to what makes a good or great plan and how the library system's plan compares to
others,

What makes a good or great medical plan:

» Different industries, different locales and different size companies find that
different benefits meet their employee needs best.

¢ A Preferred Provider Organization (PPO) appears best for the library system because
of the larger and more widespread base of providers fits better with the number of
library locations and location of employees.

¢ The PPO allows employees to go in and out of the network at will.

¢ The employee has a $300 annual deductible going to PPO providers and a
$500 deductible going out of network.

¢  The plan pays 80% when a PPO provider is used and 70% when a non-PPO
provider is used.

= According to one national study, the average annual cost per employee for
medical coverage m 2001 was $5,266.29. The cost per employee for the

hbrary system’s combined medical and dental plan for FY 2001-02 is
$4.011.96.

The comparison with other plans;

e  Four other plans, administered by Mutual Assurance Administrators and of
generally the same size as the hibrary's were compared to the library's plan.

®  Ofthe five, when it came to cost of the plans, the library's fell in the middle.

The library’s plan also covers dental and hearing coverage while the other
plans do not.

¢ Comparing individual plan elements is somewhat like comparing apples and
oranges (no two plans have identical benefits); however, the library system's
plan falls fairly well in the middle of the two extremes.

b



* As always happens when doing this type of study, there are areas identified in
which our plan does not seem as current as the others. These mclude lifetime
maximums, annual deductibles and dental calendar year limits.

The area of greatest concern:
e  Prescription costs are rising at a 17% to 25% rate annually.
s Nationally, prescriptions are averaging about 14% of total plan costs.

e For the plan year (fiscal year) 2000-2001, prescriptions ran 29 7% of the total
plan costs for the library's plan

What stop loss insurance does for the library’s self-insured plan.

= Aggregate stop loss insurance limits the amount the plan has to pay for all
covered persons. The amount changes based on the number of employees
enrolled in the plan (which changes monthly). At the beginning of the plan
year, the aggregate stop loss was $845,631.86 based on 166 employees with
64 dependent units.

e Specific stop loss insurance limits the amount the plan has to pay for a
specific individual. The amount is $45,000 of covered medical charges.

e After the stop loss limit is reached, the re-insurer reimburses the library for the
amount of allowable charges over the limit.

What the maximum "out-of-pocket’ limit does for the employee.

e The maximum out-of-pocket expense (also referred to as an individual's stop
loss) comes into play when an employee has had covered medical expenses of
$2,300 in-network (the $200 deductible and another $2000 of expenses to
themn in co-payments) or $3,500 out-of-network (the $500 deductible and
another 33000 of expenses to them n co-payments).

e The out-of-pocket expense maximum excludes co-payments for prescriptions, co-
payments for psychiatric care and co-payments for dental expenses.

04-23-02



WHAT IS A GOOD/GREAT MEDICAL PLAN?

1. What is a good/great medical plan? According to the 2000 Hay Benefits Reports
there is not one correct answer. They state that different industries, different locales, and
different size employers find that different benefits in a medical plan meet their employee
needs better. An example of this is that the “all industrials” category plans have 56%
covering physical examinations while only 22% of the “government” category plans
carry this type of coverage. By the same token, plans in the Mountain and West Region
show that 48% will have some coverage for physical exam, while only 35% of the New
England region plans will contain this coverage. Also, plans with 500 or less participants
show that only 36% contain physical exam coverage, but if there are 10,000 or more
participants this jumps to 52%. (see attachments)

In addition, the California Management Review, Fall2000, Vol. 43 Tssue 1, p34, 16p 1
graph states that even standard plans, in practice, are anything but standard or consistent
because they do not address the gray areas such as a common and clear definition of
medical necessity.

2. What is a good/great medical plan for The Metropolitan Library System?

Would a traditional mdemmity plan, a health maintenance organization (HMOQ), a
preferred provider organization (PPO), or a point of service organization (PSQ) be the
best choice for the Library System? The Library System currently has a PPO because it
offers a larger base of providers who are more widespread. This seemed to fit better with
the number of Library locations and the location of employees.

The plan selected by the Library allows the employee to go in and out of the PPO
network at will. The PPO providers are paid at 80% and the non-PPO providers are paid
at 70% with a 3300 and $500 annual deductible respectively. This gives greater
flexibility to employees and eliminates the need to first visit a “gatekeeper” provider
before getting specialized care.

According to the C&B Consulting 2001 Benefit Plan Survey report, the average annual
cost per employee for medical coverage is $5,266.29. The cost per employee for the
Library System’s medical and dental insurance for 2001-2002 is $4.011.96.

3. Would The Metropolitan Library System Be Better Served By a Self-Insured
Plan or a Contract Plan From an Insurance Company?
In 1990 after receiving a 100% rate increase for the indemnity plan with Blue Cross and
Blue Shield, I was asked to determine a way to help keep this type of rate increase from
occurring. Through the advice of Duane Meyers, Associate Director for Management
Services at that time, it was decided that we would request to join with Oklahoma County
in their self-msurance. Starting November 1, 1990, we entered into an agreement with
them and were part of that self-insured group until July 1, 1995. The claims year of July
1, 1994 through June 30, 1995 was a very bad claims year for the Library System and we
were told that we were not welcome to be part of their plan for the coming year. As an



aside, the years prior to 1994-1995 had been very good years and they had made more
than enough to cover the bad year, but that was not part of their concern when it came
time to renew.

Until we were part of the self-insured plan of the County, the Library was unable to
obtain clarm mformation from the HMOs that we contracted with for our employees.
This meant that we were unable to determine exactly what our ratio of claims to premium
was on anything other than our indermity plan. In addition, by being self-insured we do
not automatically have to add state mandated coverage to the Library plan. In most
cases, the Library has elected to include coverage for state mandated benefits, but we do
have the option of not covering certain illnesses if we wish. Armed with the above
information, it was decided that we should explore the possibility of becoming self-
insured on our own. Through a great deal of research and the advice of more than one
msurance agent it was decided that we would try this on our own for a vear or so and see
if it would work for us.

In self-insurance, at least in our case, the rates paid each year are set to cover the actuarial
estimate of claims plus 20%. The rates paid by the employees and library are set to cover
this amount. We purchase an umbrella policy to cover anything over this amount so that
n the case of a catastrophe the library would not be at additional risk.

The insurance companies, being the “good little old” record keepers that they are, will tell
you that you will have one bad year in seven for claims. They cannot in all their wisdom
tell you which one will be bad or if you will have two bad years in row. One of the
reasons that it was decided that we would try to go self-insured was so that we could keep
our costs somewhat level by using any claims dollars not used in prior years to
supplement claims costs for both the Library and employees in future years. This
philosophy may have changed, but this is the history of how we got where we are.

For the current year, 2001-2002, quotes were obtained from Blue Cross and Blue Shield
as well as quotes for the self-insured plan. The rates for Blue Cross were about 12 %
higher than those quoted for the self-insured plan and the benefits were not nearly as
good and did not include dental.

4. The Current Medical/Dental Plan of The Metropolitan Library System.

The current plan of the Library System is a good plan. Upon recent studies of other plans
of similar size groups, we found that the coverage in this custom plan covers most things
in a very comparable way.

The areas that stood out as being exceptional in our plan were the cost, since dental is an
included benefit, the hearing coverage and our prescription plan. All of the other plans
did have coverage for transplants which we added last year.

A



As always happens when doing this type of study, there were a few areas in which our
plan does not seem as current as the others. These areas are:

SUGGESTED

CURRENT INCREASE
Lifetime Maximum  $1,000,000 $2,000,000
Psychiatric 20,000 25,000

(Lifetime Max)
Deductibles

In Network 300 200

Ot of Network 500 300

Coverage that we may want to look at in the coming years would be such things as the
$300.00 wellness benefit that we currently have in place. This price does not cover even
a general physical, it has risen more to the level of $500.00. Doctors are beginning to
routinely mclude such things as bone density scans in physicals and stress tests which add
to the cost. These are tests that seem to catch a great many illnesses before they become
full blown and expensive to treat.

In the dental plan, the $1,000 calendar limit probably should be raised to $1,500 per year
to cover the same amount of work that $1,000 would have covered 2 or 3 years ago.

Areas to Watch

Prescription costs are a concern to all plans as they are rising at a 17% to 25% rate and
there seems to be no stopping point. Prescriptions are averaging about 14 % of total plan
costs according to Mercer/Foster Hipgins National Survey of Employer-sponsored Health
Plan 2000. Our average for July 2000 — June 2001 was 29.726% of total plan costs.
Some studies are showing that for the year 2001, the average claims costs to the overall
medical plan have mcreased to 18.94%. Tn July 2001 to December 2001, the average to
total plan costs for the Library System has increased to 36.16%. I am seemg a single
prescription cost as much as $900 per month. There is a company that will study your
prescription usage at no cost to the organization and look for different prescription
providers who will give deeper discounts. This company is paid by the drug companies.
1 have requested mformation from our current provider so that we can see if this would be
helpful to us. Also, we are in the process of setting up a method so employees can order
prescriptions by mail as these would be available to us with deeper discounts and, also,
be less expensive to our employees. It would be more convenient for employees too.



Laboratory costs also seem to be very high. This year we have instigated the use of a
LabOne Card which allows our employees to go to their collection sites with a
prescription from their mdividual doctors and LabOne will run the tests and deliver the
results back to the individual doctors for their patients at a greatly reduced cost to the
plan. I know from a test that I have to have nm every three months that it has been
costing $119.00 to do the lab work and LabOne does it for $42.00. To encourage our
employees o use this instead of having the lab work done in the doctor’s office, the plan
pays 100% of the costs. 1 am monitoring this to see how much a savings it results in to
the plan.

Orthotics could be something that should be added in the future as they become more and
more popular to aid in foot problems. The public service staff of the library are on their
feet most of the time and are walking on concrete floors. The addition of this benefit
could aid us in our quest to reduce our workers compensation claims. It would help with
feet problems, but more important is the fact that very often feet problems lead to back
problems and that is a very prominent cause of workers compensation injuries.

4-17-02
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Health Coverage Prevalence by Region, Size
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