






Table of Contents 

Executive Summary ........................................................................................................... i 

Introduction....................................................................................................................... 1 
Background ............................................................................................................. 1 

Audit Objective, Scope, and Methodology............................................................. 9 

Finding I 
HR Needs to Improve Its Process for Identifying Employees Eligible for 
Medical Benefits, Estimating Premium Payments, and Accounting for 
Premium Contributions.................................................................................................. 11 

Eligibility and Payment Reporting........................................................................ 12 

The City’s Practice of Sending Medical Providers Eligibility Reports Once 
a Month is Insufficient .......................................................................................... 12 

HR Fell Behind on Investigating Past Discrepancy Reports from the 
Medical Providers ................................................................................................. 14 

Terminated Employees Were Not Always Processed Timely .............................. 16 

The City Does Not Always Collect Outstanding Premium Contributions 
from Employees on Leaves of Absence and Terminated Employees................... 17 

Reporting Errors Resulted in Employees Being Excluded from Payment 
Estimate Reports ................................................................................................... 18 

Finding II 
HR Can Improve its Administration of Employee Medical Benefits ......................... 19 

HR Staff Are Operating Without Formal Policies and Procedures for 
Administering Employee Medical Benefits .......................................................... 19 

HR’s Benefits Division Could More Frequently Verify the Eligibility of 
Full-Time Students................................................................................................ 20 

The City Should Execute a Formal Contract with its Benefits Expert ................. 21 

Finding III 
The City Should Consider Immediate Cost-Containment Reforms........................... 23 

The City Can Reduce Costs by Eliminating City-Provided Redundant 
Medical Coverage ................................................................................................. 23 

The City Can Reduce Costs by Reducing Payments Through its Health In-
Lieu Plan ............................................................................................................... 25 

The City Can Save by Implementing a Retiree In-Lieu Program that Results 
in Fewer Retirees Covered by City-Provided Medical Plans ............................... 28 

Finding IV 
The City Should Continue to Pursue Other Cost-Containment Strategies ............... 31 

Rising Costs of Medical Benefits.......................................................................... 31 












