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TO:  ANDREW E. NOTA, TOWN MANAGER 

  

FROM:  Patricia A Sunderland, Finance Director 

 

SUBJECT: Recommendation to award a contract for Health and Dental benefits  

DATE:  March 26, 2020 

 

 

Currently the employees and retirees of the Town of East Greenwich (Town) are provided Blue 

Cross/Blue Shield of RI (BCBSRI) coverage administered by BCBSRI and managed through a 

broker, Starkweather & Shepley.  Delta Dental insurance coverage is provided for in the same 

manner.  The Town is continuing to experience loss ratios in excess of 100% over the past four 

months and has researched moving the relationship back to the RI Interlocal Risk Management 

Trust (Trust) whereby the Town’s experience will be pooled with the current members.  

 

The Trust provided health and dental management services for the Town from 2011 until 2018.  

Prior management felt it was appropriate to hire a broker and seek coverage from BCBSRI 

directly and terminate the Town’s relationship with the Trust.  While both relationships include a 

fully-insured premium, the Town also incurred additional brokerage fees to manage the 

relationship with BCBSRI.  In addition to the additional fees, the Town was no longer able to 

enjoy the value-added benefits that the Trust members have available to them.    In our 

consideration of possibly maintaining this book of business, we did engage our broker in a 

conversation regarding varying issues including the possibility of revamping the current fee 

structure and the potential for future modifications to that relationship.   In the end this was not 

an overriding factor that had a substantive impact on the final recommendation.  

 

The Trust operates collaborative, member-owned, fully insured health and dental pools utilizing 

BCBSRI as a third party administrator for health coverage and Delta Dental for dental coverage.  

The Trust currently serves forty-six (46) Rhode Island member municipalities, school districts, 

and special purpose districts that include twenty-one (21) cities and towns and fifteen (15) school 

districts.  The Trust develops fully insured premium rates for each participating member 

annually.  Each member is a member-owner of the pool and shares the annual operating 

gains/losses of the Health and Dental Pools.  The Trust’s Health and Dental Pool provides its 

Members with a fully insured arrangement based on self-insured fees and costs without exposing 

them to the claims liability risk.  Trust Member entities benefit from reduced administrative fees 

gained by The Trust by leveraging approximately 21,000 covered lives in the Health Pool to 

secure the lowest available third-party administrator fees in the Rhode Island municipal market.   
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Important to note is that as a member of The Trust’s Health Pool, the Town received member 

equity disbursement rate credits/distributions.  All Trust members are eligible for these 

distributions regardless of their member specific claims experience because of the pooling 

nature.  For example, despite the poor claims experience in 2018, the Town received a rate credit 

distribution of $43,224 to offset their rate increase.  The structure of the Trust’s Health Pool is 

the only option available to the Town that provides guaranteed fully insured premiums with the 

ability to receive member equity rate credits/distributions even during the years when they may 

be experiencing a loss ratio greater than 100%.  The Town’s loss ratio for November, December 

and January have been 119.27%, 120.88% and 122.12% respectively.  

 

In February, the Finance Department requested proposals from the Trust and BCBSRI.  The 

Trust is organized pursuant to RI General Laws, Section 45-5-20.1 and is therefore exempt from 

bidding and contract award provisions pursuant to Section 45-55-13.1.  However, BCBSRI is not 

considered exempt but at the time was the vendor of record and, therefore, requested to provide 

the Town with a proposal for the ensuing year. 

 

Pricing for Health and Dental for next fiscal year was received from BCBSRI and the Trust and 

is summarized below: 

 

 

 

 

 

 

 

In addition to pricing, we considered other value-added services of the following:   

 Human Resource Services & Support to act as a liaison between the Member and the Health 

Pool Third Party Administrator; 

 Ability to provide competent administrative support to its covered employees and 

dependents; 

 Compliance with applicable State and Federal laws and regulations; 

 Affordable Care Act (ACA) annual compliance reporting; 

 Health consulting services in preparation of union negotiations; 

 Pool-Wide comparisons of Member Specific Benefit coverages to gauge the Town’s current 

plan designs with other members;  

 Education on new benefit plan coverage; 

 Renewal rate guarantees; 

 Ability to provide the Town with the reports and data requested 

 

 

HEALTH & DENTAL PROPOSALS  FOR 

FY2020-2021  

(using 3-5-2020 Census) CLAIMS 

ADMIN 

FEES TOTAL 

BLUE CROSS BLUE SHIELD RATES  $2,696,439 $63,435 $2,759,874 

RI INTERLOCAL TRUST RATES  $2,661,801 $0 $2,661,801 
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Both entities have cooperated fully in answering any and all of our requests for additional 

information.  Both BCBSRI and the Trust have the ability to provide support and to comply with 

State and Federal Laws and regulations.  Neither entity provided overall rate guarantees beyond 

Fiscal 2021.  Each has the ability to provide reports and data as requested.    

 

Also as part of our review, information regarding benefits and value added services available to 

participants was considered.  Both entities indicate they can provide similar services except in 

the area of “wellness programs and online wellness portal.”  The Trust provides many health and 

wellness programs including wellness clinics, personal health assessments, implementation of 

on-site customized wellness programs and initiatives to help members achieve their wellness 

goals with access to web-based workshops.   Although BCBSRI has at different times in the past 

rolled out programs of a similar nature, they have not offered customized wellness programs to 

meet the specific needs of our workforce. The Town has limited HR staffing to properly manage 

these initiatives on our own and would benefit greatly from the available human resource support 

that The Trust employs in order to execute these programs.  Additionally, a great benefit to the 

Town is assistance with the ACA compliance reporting which the Trust does provide as well. 

 

Other key considerations in favor of enrolling with the Trust is related to the pharmacy benefit 

carve-out arrangement with its Pharmacy Benefit Manager (PBM), CVS Health.  Included in the 

Trust’s proposal for FY2021 is the impact of the PBM carve-out arrangement.  The contract 

between CVS Health and The Trust provides for minimum rebate guarantees per scripts for all of 

its health Pool Members based on 100% pass through of earned Rx rebates.   

 

Another example of the Trust’s advocacy on behalf of its Members in an effort to control/reduce 

healthcare costs. 

 

Recommendation 

 

The Town had a long and very successful history in dealing with the Trust.  Although the grand 

total pricing provided by the Trust is lower than BCBSRI’s the main reason for making a 

recommendation to move the relationship back to The Trust is for the added value benefits 

offered to its Members and for management to have a “voice” around the table when discussing 

plan design options, equity share in the Pool, distribution of equity disbursements, and any other 

discussions that may ensue on behalf of its Members. The current staffing levels, particularly in 

personnel and payroll, will benefit greatly from the additional support the Trust has to offer as 

well. 

 

With a move back to the Trust on behalf of the Town, there would be a lower cost of 

approximately $98,073 for FY2021.  (See the table on Page 2.)   Town administration has 

worked collaboratively on the review and detailed analysis to determine that it is, at the present  
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time, in the best interest of the Town.  The Town was desirous of extending the proposal on 

behalf of the School Department, given their current loss ratios, potential savings and protection 

of their reserve balance and the School Committee is tentatively planning on reviewing a 

recommendation for the School Administration at their meeting on March 31
st
.    

 

Based on the above, I recommend that the Town be authorized to enter into an Employee 

Benefits Membership Participation Agreement with the Trust Health Pool and the Trust Dental 

Pool effective July 1, 2020 and further that no later than April 1, 2020, a written notice be given 

to BCBSRI that the Town intends to withdraw effective June 30, 2020. 

 

 

Please present this to the Town Council for their consideration at the meeting scheduled for 

March 30, 2020 and hereby propose to award the contract for Health and Dental management 

services as follows: 

 

A resolution authorizing the Town to enter into an Employee Benefits Membership Participation 

Agreement with the RI Interlocal Risk Management Trust  for the Trust Health Pool and the 

Trust Dental Pool effective July 1, 2020 and a further resolution that no later than April 1, 2020, 

a written notice be given to BCBSRI that the Town intends to withdraw effective June 30, 2020 

and as further detailed in a memorandum from the Finance Director to the Town Manager dated 

March 26, 2020 and entitled, “Recommendation to award a Health and Dental Contract.” 

 

 

 

 

 

 


