CITY OF ALLENTOWN

REVIEW OF BSI STOP LOSS COMPENSATION
Date of Report: April 14, 2022

In a traditional fully insured health plan, the financial obligation for future medical claims
payment is transferred to a third-party insurance company in exchange for monthly
premiums paid to the insurance company.

In a Self-Funded, or Self-Insured plan, the employer retains the financial obligation to
pay future medical claims for the health plan. Self-Insured employers pay for claims out-
of-pocket as they are presented instead of paying a pre-determined premium to an
insurance carrier for a Fully Insured plan.

The City of Allentown is Self-Insured.

Stop-loss insurance (also known as excess insurance) is a product that provides protection
against catastrophic or unpredictable losses. It is purchased by employers who have
decided to self-fund their employee benefit plans, but do not want to assume 100% of the
liability for losses arising from the plans. Under a stop-loss policy, the insurance
company becomes liable for losses that exceed certain limits called deductibles.

BSI is an independently owned benefits consulting firm that connects customers with
benefits services providers. BSI offers the services of the Benecon Group.

The Benecon Group provides self-funded medical benefit programs for public and private
sector employers.

Developed and administered by the Benecon Group, VERIS leverages Benecon’s stop
loss purchasing power.

The City of Allentown began using VERIS services in 2022.

For 2021, the City of Allentown used the Symetra Life Insurance Company stop loss
services in partnership with the Stealth Partner Group.

OBJECTIVE

The objective of this audit was to review the BSI commission fee charged for Stop Loss
and verifying the charges agreed with the BSI contract.

PROCEDURES

This audit was conducted in accordance with generally accepted governmental auditing
standards.
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Our process began by reviewing the:

BSI,

Benecon Group/Veris (VERIS), and

Symetra Life Insurance Company in partnership with the Stealth Partner Group
(SYMETRA)

agreements and identifying the BSI commission fees.
Using the BSI contracted rate, we recomputed the BSI commission and compared them to

the commission charged by VERIS, and SYMETRA and identified any billing
discrepancies.
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FINDINGS, RECOMMENDATIONS AND RESPONSES

BILLING DISCREPANCIES

1. Commission Charged for BSI Services Exceeds Contract

Per the BSI Cost Proposal and 02/13/2017 Addendum which are all a part of the
01/30/2018 BSI contract:

“For the purposes of our financial bid, BSI is holding constant all current
commission schedules. Current commissions per line of coverage are outlined
below. All current commission is paid to BSI by the insurance carrier, not the
City of Allentown. Currently there is no direct billing of the City by BSI, nor will
BSI direct bill the City in the future.”

“Stop Loss Insurance — 9% of Premium”

The BSI contract has been extended thru 01/29/2023 with no revisions to the original
cost proposal or Addendum.

Per the VERIS Benefits Consortium agreement developed on 12/07/2021:
“Producer Fee: BSI Corporate Benefits is $19.00 per person”
We recalculated the rates charged by VERIS for January — March 2022 and compared

them to the BSI Cost Proposal and 02/13/2017 Addendum and identified overbilling
of BSI commission as follows:

Type Rate billed | TTL To be Charged per Total Overcharged

per BSI Cost Proposal (Stop
VERIS Loss plus 9% commission)
Invoices
Producer Fee | $40,755.00 $28,156.19 $12,598.81
($19.00 Per
Life
Covered)

Total 2022 Overcharged by VERIS on BSI’S behalf: $12,598.81
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Per the SYMETRA rate sheet, the total rate charged for the stop loss including
commission is $71.55 for single and $171.27 for family.

We recalculated the rates charged by SYMETRA for 2021 and compared them to the
BSI Cost Proposal and 02/13/2017 Addendum and identified overbilling of BSI
commission as follows:

Type Rate TTL To be Over Total lives Total

Charged Charged per | Charged | coveredin | Overcharged

Per BSI Cost Per Life | 2021 per
SYMETRA | Proposal (Stop | Covered | SYMETRA
Invoices Loss plus 9% invoice
commission)

Single $71.55 $59.46 12.09 1,804 $21,810.36
Family | $171.27 $168.15 3.12 6,626 $20,673.12

Total 2021 Overcharged by SYMETRA on BSI’S behalf: $42,483.48
Total Overbilled BSI Commission for 2021 and 2022: $55,082.29

Recommendation

Administration should collect these overpayments from BSI.

Going forward, rates charged should be compared to the contract to insure what is
being charged is valid and in conformity to the contract.

Administration’s Response

Finance and Risk Management verified the findings in the audit of the
compensation/commission structure for the BSI, Symetra, and Benecon contracts.
We agree with the calculations performed by the Controller office and are taking
suggested action to begin repayment. The department will be sending a demand letter
to BSI explaining the findings and requesting a refund check in the amount of the
overpayment, including any additional payments caught between this report and
resolution. This letter is being coordinated with Solicitor’s office to ensure legal
sufficiency.
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