Steve Donahey
Deputy Clerk

Sty Agenda

ALACHUA COUNTY
BOARD OF COUNTY COMMISSIONERS

CHOICES Workshop
Jack Durrance Auditorium
12 SE 1st Street

February 1, 2011 Special BoCC Meeting 130 PM

Call to Order (1:30 PM)
Adoption of Agenda
Agenda Items

Discussion Items

1. CHOICES Presentation (Amended)
~ Amount: N/A
Recommended Action: Hear CHOICES presentation and approve staff recommendations.

Commission General and Informal Discussion
Public Comments

Adjourn
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Today We Will Look at:

» Brief CHOICES History
» Fund Balance
» Membership
» Expenses

» Strategy Options



Brief CHOICES History
» Sales Tax Referendum Approved 2004

» First Enrolled Member October 2005

» First Claims Paid January 2006

» Membership Exceeded 1,000 December 2007
» Current Membership (Jan 1,201 1) 3,472

» Total Expenditures (Thru FY 2010) $16.9M

» Fund Balance (Jan 1,201 1) $41.6M
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FUND BALANCE PROGRESSION

FISCALYEAR FUND BALANCE
FY 2005 $7,348,209
FY 2006 18,035,528
FY 2007 28,732,290
FY 2008 36,906,102
FY 2009 40,507,869
FY 2010 41,416,338

FY 2011 (thru Jan |,2011) 41,625,198



CHOICES Fund Balance

Annual Addition to Fund Balance
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Why Fund Balance Grew

» Sales Tax Revenue not related to membership or
claims

» Took about a year to design program

» Benefits limited at start

» Membership grew slowly

» Slow build-up of staff when membership was low
» Cautious start to eligibility & benefits
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Membership Observations

Inhibitors to membership growth:

~ CHOICES started without a reserve of goodwill
» No positive word-of-mouth experience

~ Focus on Primary Care Benefits

Promoters of membership
» No premium

» Some marketing

» Local outreach



CHOICES Members

The average CHOICES member is:

Median Age: 42
Single: 54%
White: 57%
Female: 63%
Average Time on CHOICES: 8.5 months
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Expenses Per Member Per Year

FY Program Exp  Admin Exp Total Exp

2006  $1,183.65 $3,000.16 $4,183.81
2007 949.02 850.47 1,799.49
2008 1,657.56 596.62 2,254.18
2009 2,041.00 487.99 2,528.99

2010 2,319.14 345.50 2,664.64



Per Member Per Year Cost Graph
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Membership Projections

Assumptions
» Basic trend line extension:
Trend since inception of program
Trend for past two years
Trend for past year
Trend since last February



Membership Projections
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CHOICES Revenues & Expenses
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CHOICES Revenue & Expenses
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Issues Facing CHOICES

» Sales tax revenue stops December, 201 |
» Strategy for CHOICES
Use of Fund Balance
Effect of Health Reform
External Funding Requests
» CHOICES operations after December, 201 |



Strategy for CHOICES

Potential Options:

» Continue operations as they are today.

» Reestablish Sales Tax Surcharge

» Let CHOICES bridge to Health Reform

» Continue operations and increase external funding
» Redirect CHOICES to other health programs

» Redirect CHOICES funds to other non-health
purposes

» Some other combination of actions



1. Continue Current Operations

Issues

» Funds will be fully expended in FY 2013 or FY
2014 (sooner if membership increases accelerate).

» Current CHOICES members may have coverage
gap until Health Reform starts.

» We will need to plan for end of CHOICES before
early 2012.

» Public reaction to CHOICES closing.



2. Reestablish Sales Tax Surcharge

» Requires Referendum
» Effect on other ballot initiatives.

» If vote held in 2012 Sales Tax will have been gone
for almost a year.

» Fund Balance would probably be in $25M- $30M
range.

» The /4% current rate would not support the
program with over 3,500 members.

» Need to consider setting a claims reserve to
protect for low collection periods.



3. Let CHOICES Bridge to Health

Reform
Issues

» May need to set a membership cap and set new
rules for new members.

» May have to lower benefits.

» Difficulties of managing expenses to a specific
month target.

» Uncertainty the Health Reform will start in
January, 2014.

» Uncertainty of potential legislative changes or
judicial challenges to Health Reform.



)

4. Continue & Increase External
Funding

Issues

» Currently spending $843,000 (FY20I1) on
External Funding

» Increasing external funding will deplete Fund
Balance more quickly

» Dealing with demand for funding

» Additional expenditures could eliminate the
possibility of being a bridge to Health Reform
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‘5. Redirect CHOICES Funds to
other Health Programs

Issues

» Could end CHOICES benefits as early as 2012
» Potential demand for funds high

» Probably a one-time fix for funding several
programs

» Public reaction to closing CHOICES and diverting
funds

» Administrative changes necessary



| 6. Redirect CHOICES funds to

Non-Health Programs
Issues

» State Legislation needed to change use of funds
retroactively.

» Local Referendum needed.

» If vote occurs in 2012 Fund Balance would be
between $25- $30M.

» Debate on use of funds
» Public reaction to closing CHOICES
» Status of CHOICES staff



Administrative Cost Limitation

» CHOICES is limited to spending 15% of funds
each year on administration.

» Through FY2010 the program has spent about 7%
on administration.

» Admin limitation is based on amount collected
annually; not cumulative.

» With low revenues after 201 | the 15% allowance
does not generate sufficient funds to manage the
program.



Administrative Cost History

FY

05

06
07
08
09
10

Revenue
7,488,288
11,376,950
11,936,606
10,942,220
8,948,457
8,425,673

1 (est) 8,748,152
12 (est.) 2,933,929
I3 (est.) 488,070

Prog Exp Admin Exp Admin%
6,000 134,079  1.79%

195,105 494526  4.35%

653,872 585,972 491%
2,036,591 731,817 6.69%
4,315,007 1,031,682 11.53%
6,480,248 965,405 11.46%
8,984,860 1,004,021 11.48%
11,268,075 1,044,182  35.59%
14,039,619 1,085,949 222.50%



Administrative Costs Issues

» Reasons for issues with Administrative Costs:

|. After Surtax expires little revenue to generate
Administrative Allowance.

2. Admin payroll related to membership and
applications not revenue.

3. Period of highest membership coincides with
period of lowest revenue.



Administrative Cost Options

|. Make no change. Could create situation where
no funds are available to manage the program.

2. Set Administrative limit at a percentage of
program expenses (about 15%).

3. Set Administrative limit based on an annually
approved budget.

4. Set Administrative limit based on budgeted Per
Member Per Month amount.



Final Planning Issues

I. Need to make plans for a claims run-out when
the program closes (this includes establishing a

claims reserve fund and administrative/staffing
plan for CHOICES operational end).

2. Need to develop a calendar for closing down
CHOICES program; when to announce program

ending; contingency if funds are spent faster than
anticipated; etc.

3. Managing staffing.
4. Disposing of CHOICES assets.



Recommendations

» Manage CHOICES Program to cease operations
on December 31,2013.

» Create an adequate Claims Reserve to cover all
claims run-out expenses.

» Cap membership if actuarial projections do not
support 12/31/13 end date.

» Create an application process to manage member
cap.

» Amend administrative cost limitation to allow all

close-out costs and operation of program through
December 31,2013.



Recommendations (continued)

» Monitor rate of spending and report quarterly to

Board of County Commissioners on current
CHOICES financial status.

» Revise close-out plan if rate of claims and
expenses accelerates.

» Limit external funding to current contractors and
total expenditures to current (201 1) total spent.

» Develop plan that reduces CHOICES staffing and
administration in line with ending operations.
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)
Fund Balance Projections | 1 [
Scenario 1- Project ip based on growth since of program B
Projected Net Revenue less Estimated
Average Beginning Fund | Expense (includes | Ending Fund

FY Enroliment - Balance Claims Reserve) Balance Notes N ]
2010-11 3,534 41,487,890 (2,762,866) 38,725,024 _7
2011-12 4,159 38,725,024 (10,021,613) 28,703,411
2012-13 4,846 28,703,411 (15,368,516) 13,334,895
|2013-14 5,507 13,334,895 (19,003,799) (5,668,904)  |Fund Balance depl
Scenario 2- Project ip based on past two year's growth - - -_
2010-11 3,676 41,487,890 (3,248,126) | 38,239,764 | T
2011-12 4,428 38,239,764 (10,804,378) 27,435,386 -
2012-13 5,206 27,435,386 (16,488,989) 10,946,397 o
2013-14 5,984 10,946,397 (20,515,987) (9,569,590) |Fund Balance depleted 2ndQ FY 2013-14
Scenario 3- Project ip based on last ear's growth o o N
2010-11 3,957 41,487,890 (4,265,889) 37,222,001 i ]
2011-12 5218 37,222,001 (13,232,368) | 23,989,633 -
2012-13 6,470 23,989,633 (20,512,906) 3,476,727 o
12013-14 7,723 3,476,727 (26,407,968) (22,931,241) |Fund Balance depleted 1stQ FY 2013-14
Scenario 4- Project Membership based on growth since February 2010 i .
|2010-11 3,948 41,487,890 (4,233,591) 37,254299 | -
2011-12 5,191 37,254,299 (13,149,023) 24,105,276 | o
2012-13 6426 | 24,105,276 (20,373,420) 3,731,856 S
2013-14 7,662 3,731,856 (26,200,819) (22,468,963) | Fund Balance d d 1stQ 2013-14




Steve Donahey
Deputy Clerk

ounty Agenda

ALACHUA COUNTY
BOARD OF COUNTY COMMISSIONERS

One Cent Sales Tax Discussion
Jack Durrance Auditorium, Second Floor
2 SE 1st Street

February 1, 2011 Special BoCC Meeting 600 PM

Call to Order (6:00 PM)
Adoption of Agenda [ L1 ~v..) “’17’4""" 4-0. Byek sl
Agenda Items
Discussion Items
1. Sales Tax: Pavement Management Program (Amended)
o Amount: N/A
Recommended Action: 1) Receive the report; 2) Support the placement of a referendum
item on the 2012 election ballot requesting voter approval of a one-cent sales surtax for
effective pavement management (Penny for Pavement).
Commission General and Informal Discussion

Public Comments

Adjourn
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Local Government
Infrastructure Surtax

S 0% 19 Counties

[ 05% 4 Counties

B 1% 44 Counties
2011
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