CITY COUNCIL/REDEVELOPMENT AGENCY

AGENDA ITEM 6.08




June 21, 2011

TO: Mayor and City Council
FROM: Teresia Haase, Human Resources Director
SUBJECT: ACCEPT THE ANNUAL ACTUARY REPORT ON THE CITY’S SELF-

FUNDED MEDICAL PLANS AND ADOPT THE RECOMMENDATIONS
OF THE SEGAL COMPANY FOR CONTRIBUTION RATES

RECOMMENDATION

It is recommended that the City Council accept the annual actuary report for the City’s
self-funded medical, dental, and vision plans for 2010/11 as presented in the Segal
Company report dated March 22, 2011 and adopt the recommended monthly premium
rates for the City’s current self-funded medical plan for fiscal year 2011-12 (effective
July 1, 2011) for medical coverage offered to City employees, COBRA participants, and
retirees (see Attachment A).

Summary

In the actuary report dated March 22, 2011, Segal provided a comprehensive review of
the financial status of the current self-funded health benefit plan being offered to City
employees and retirees. The report included cost projections for Fiscal Year 2011-12
and recommendations for premium rates to ensure that the health program is
adequately and prudently funded. The 2011/12 rates reflect an approximate 30%
increase over the 2010/11 rates. This rate increase is a result of the increased cost of
claims experience projected for 2011/2012, medical trend and the negative reserve
status of the fund. Segal, also at the City's request, has proposed benefit design
changes that would reduce the plan cost by 30%, for consideration by the City and its
employees, but this agenda item does not implement those plan design changes.

DISCUSSION

Background

The City has had a self-funded medical, dental, and vision plan since May 1, 1988. In
addition to the self-funded medical plans, the City also contracts for a fully insured
dental plan. The City annually hires an independent actuary to perform an annual
valuation to determine the financial position (funding, expenditures, and liabilities) of the
self-funded health benefit plans. Part of this evaluation includes recommendations by
the actuary for funding and premium rates to maintain plan benefits, provide for claims
payment, administrative expense, purchase of excess insurance, and to provide for
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adequate claims reserves. The actuary also identifies which plan costs are attributable
to the employees and which are incurred by retirees. The annual actuarial report is
submitted to the Human Resources Department and the Budget office for review and
comment, and final approval.

The purpose of the actuary report is to have a professional qualified actuary determine
the Plan’s financial status and to recommend the total revenues or “Premiums” that
would adequate fund the plan’s obligations. The cost sharing between the City and the
individual employees or retirees of the Plan’s costs is not set by the actuary. The
method of cost sharing, if any, is set by collective bargaining in the Memorandum of
Understandings between the City and the employee organization that represents the
employee. The City's contribution for retiree medical benefits is also established in the
Memorandum of Understandings. Further, the actuary does not determine the Plan
design or benefits that the Plan provides to its members. These are also set by
collective bargaining and by the City’s Plan document. The actuary’s responsibility is to
calculate the costs of claims, medical trends, and the necessary funding to pay the
Plan’s obligations and to maintain adequate Plan reserves according to industry
standards.

The cost to provide healthcare benefits under the current health plan being provided to
the City’'s employees/retirees has increased significantly over the last few years, due to
high utilization of the plan and the escalating rate of inflation for healthcare. In order to
address this issue, the City Council authorized the City Manager to enter into an
agreement with Segal (Council Resolution No. 10-0396, adopted on December 14,
2010), to evaluate the City's current health benefit program.

Present Situation

Segal is known in the employee benefits industry for its experience with public sector
employee health benefits and retirement plans. They offer actuarial services, plan
auditing, plan administration, as well as assistance in the development and
implementation of benefit plan solutions, to assist employers struggiing with the ever
increasing cost of employee benefit programs.

As part of their valuation, Segal was asked to review an actuarial valuation completed
by another firm in late 2010, and to conduct its own actuarial analysis to determine
whether the health plan cost projections and premium contribution rate
recommendations were an accurate reflection of the actual cost for benefits under the
current health plan. Staff has reviewed the report and concurs with its findings. Staff
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now recommends that the City Council accept the Segal Company annual actuary study
and implement its premium rates for the 2011-12 fiscal year.

The monthly premium rates for the City's current Modified Medical Plan and the City’s
Original Medical Plan (closed group) for Fiscal Year 2011-12 were developed using
actual claims experience and administrative expenses for the last two fiscal years
(2008-2009 and 2009-2010), as well as expected inflationary trends (see Page 8, Table
3 of Segal's report). Listed below is a summary of the premium rates recommended in
the report for 2011/12:

Modified Medical Plan Original Plan**
Retiree Retiree
Rate Tier Active* Retiree Under 65 Over 65 Retiree Under 65 Over 65
Employee only
$788.97 $1,302.74 $420.64 $1,636.41 $544.46
Employee + One
$1,433.11 $2,344.93 $757.15 $2,945.53 $950.03
Employee + family
$1,906.49 $3,126.58 $1,009.54 $3,927.39 $1,306.72

* Active rates include dental and vision benefits.
** The Qriginal Plan is a closed plan, covering only retirees. Enrollment is declining and there are currently 56 enrollees.

Due to the increased costs of the current medical Plan, the City requested that Segal
also provide a Plan design that would reduce the total plan premiums by 30%. Plan
benefit design impacts the total cost or premium of the Plan. The cost sharing of that
premium, if any, between the City and the individual employee/retiree, is set by
Memorandum of Understanding. A comparison of the current plan design and the
alternative design medical plan that would lower the total premiums is on Page 25
(Table 11) of the actuary report. The inclusion of that plan design is for information only.
This agenda item does not adopt those changes.

The Segal actuary report has been provided to all employee groups and the City has
made a Segal representative available to answer questions about the current plan and
the alternative design option. The City staff has proposed that the alternative design
changes be made to the Maodified City Plan. Those discussions with employee groups
are still in process.

FINANCIAL SUMMARY

Historically, premium rates have been set based on actual pian expenditures and
expected inflationary trends, similar to other internal service fund programs, without
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formal City Council action. To ensure that the City charges rates that reflect the true
cost of health care expenses for both employees and retirees, staff is submitting the
actuary report and proposed premium rates for Council approval.

Implementation of health plan premium rates that accurately reflect the cost of medical
benefits is critical in the City's effort to correctly budget and finance the cost of the
health plan coverage provided to employees and retirees. The proposed premium rates
are reflected in the 2011-12 Health Internal Service Fund expenditure budget.

Respectfully submitted,

APPROVED
TERESIA HAASE A
DIRECTOR OF HUMAN RESOURCES /{{ UA; W}S\) ,,!;_} @\\
LY ’i /\_;
{ LAURIE MONTES
DEPUTY CITY MANAGER
DS/TRM/TEM

Attachment A — Health Plan Cost Projection for July 1, 2010 — June 30, 2011 and
July 1, 2011 - June 30, 2012
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March 22, 201

Afr. Boh Deis

ity Manager

ity of Stockion

4253 N Ei Dovado Streer
Stockion, A 93202

Decar Mr. Deis:

We are pleased 1o present the Clty Health Plan Cost Projection Jor July 1, 2010 - June 30, 2011 and July 1, 2011 - Jupe 30, 2012, This report
also reviews the medical plan experienve dhrough June 30, 2010,

He

sk forward o reviewing tiis report with you and answering any guestions you may have.
Stucerely,

THE SECGAL COMPANY

Theamgas A Meorrison, Jr
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City of Stockion Rate Projection

This report reviews the projected costs for the City’s medical, dental and vision benefits for fiscal years 2010/201T1 and 2011/2012.

The City offers two medical plans to its active and retired employees. The City’s “Original™ plan is a closed plan with an enrollment
of 521 ‘§ac§mm retirees and ’? non-Medicare retirees. The City's g}:’tdomzmm plan is the “Modified” plan, which is offered 1o both
active and retired cmployees. As of December 2010, there were 1,352 actives, 628 non-Medicare retirees, and 289 Medicare retirees
enrolled in the Modified plan.

Al benefits provided by the City are self-funded with the exception of one fully insured dental plan with a closed enrollment of 20
participants. This report does not include any cost for the fully insured dental plan.

Provided below is our projection methodology and assumptions used in the cost projection for these plans.

Medical

> Active rates are based on iwo vears of ¢laims experience from July 2008 to June 2010.
> Retiree rates are based on blended claims for the Original and Modified plans, segregated by under age 65 and over age 63
retivees. Two years of claims experience from July 2008 to June 2010 was used to develop rates.

> Blending more than one year of data is usually employed for smaliler groups as it provides a more reliable base for cost estimates.
In the City’s case, all three piam the active, under 65 and over 65 plan enroflments are below the enrollment threshold required to
rate based on one year of experience.

> The weight assigned to each year of experience is dependent on enrollment in the plan. The following weights were used 10 project
the rates with the higher weight being assigned to the most recent year of claims experience:

Actives 6584 7 35%
Under 65 60% 7 40%
Over 65 55% / 45%

«

» The relative value of the original and modified plan designs was developed using Segal’s underwriting model. This relative value

was applied to calculate the retiree rates for the Original and Modified pi ns.
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Preserintion Drus

Preseription drug costs are projected using claims experience from July 2008 through June 2010 broken down by active employees.
under age 65 retirees and over age 65 retirces. As with the medical plan, the difference in plan values between the Original and
Modified plans is based on Segal’s underwriting model.

Dental and Yision

Rates are based on claims experience from January 2009 through December 2010. The dental projection includes 21 retirees currently
enrolled in the plan.

Data Source

>
>
¥
>

>

Medical and prescription drug paid claims and stop loss reimbursement information as provided by the City of Stockton,
The City's TPA Delta Health Systems,

Reports from prior TPA Zenith,

Medco, the pharmacy benefit manager

Dental and Vision claims from Delta Dental and VSP

Euroilment

»

Ny

The average active enrollment for the year ending June 30, 2010 declined by 10.5% from the prior year's average, while the retirce
enrollment increased by 17%.

There was a further decline of §% in active enrollment from June 2010 to December 2010 and an increase of 3% in retiree
enroliment for the same period.

The active and retiree enrollment as of December 2010 was used in the rate projections for 2010-2011 and 2011-2012. Dental and
vision plan enroliments were also based on data as of December 2010

The following table summarizes the change in enroliment from the most recent claims experience period used in the projection
compared to December 2010, which was used to project enrollment for the 2010-2011 and 2011-2012 fiscal years.

)y
?Z?
()
s
.
o
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City of Stockton Rate Projection

As of Average Pereent ncrense /
December 2010 enrpliment Deerease from
200972018 Projectsd U210
Modified Plan
Actives 1.382 1,463 «7.6%
Non-bMedicare Retirees 628 387 T
Mudicare Ratirees 28% 264 9.5%
Orizinal Plan
PMon-Medicare Retirees 7 3 «12.5%
Medicare Retirees 82 34 -3 7%
Fotal 2,328 237 ~1.6%
Brental 1469 1,526 ~76%
Yision 1406 1,527 ~7.8%
Trend
The following annual trend assumptions were used:
Medical Claims 10%
Prescription Drug Claims 10%
Dental Claims 6%
Vision Claims 4%

Margin
The firancial projections include a claims margin of 10% for reserve accumulation.

Incurred But Not Reported Reserves (1BNR)

This was caleulated based on lag daia provided by Zenith Administrators and Delia Health Systems and standard Segal Company
methodologies and factors. Eha HBNR m‘é;ms‘és\ do not include any estimate for claims processing or administrative fees and do not
include any amounts known to be pavable. The claims lag data has been included in Table 9. The lag data that was provided
combined both medical and prescription dxué: claims information. The reserves were developed teking into account the differences in
nayment pattern between medical and prescription drug claims.

" .
SEGAL 3
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Medicare Part D Subsidy

The City participates in the Retiree Drug Subsidy program and these subsidy credits have not been included in the projections.

Preserintion Drue Rehates

No reduction for rebates has been included.

Administrative Expenses

2010/2011 administrative services only fees for Delta Health Systems, Vision and Dental were provided by the vendors. Intemnal
administrative expenses were taken from the Citys actuarial report for fiscal year ended June 30, 2010.

We have assumed the following increases for 2011/2012:

> (% for Delta Health Systems (current fees are guaranteed through June 30, 2012)

> 3% increase in the Blue Cross PPO network fees

» 3% increase in Delta’s ASO fee

> 0% increase in VSP's ASO fee (current fees are guaraniced through December 31, 2012)

Tables

Attached are the following table exhibits:
> Table | - Rate projections for the two fiscal years 2010-2011 and 2011-2012. Segal has developed four separate categories of rates
for the retivee plans as follows:

¢ Under 65 Modified.
¢ Under 65 Original,
Over 65 Maodified, and
s Over 63 Original.
The current actuarial report has 1wo categories of rates - one for the retiree Modified plan and one for the Original plan.
> Table 2 « Three tier rates for active and retired plans for the 2010-2011 year.

> ‘Table 3 - Three tier rates for active and retiree plans for the 20112012 year.
W e :
TSEGAL ¢
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City of Stockion Rate Projection

Supporting documents:

> ‘Fable 4A - Cost Projection Actives 2010/2011
> Table 4B - Cost Projection Actives 201172012
> Table 5A - Cost Projection Retirees Under 65 2010/2011
¥ Table 38 - Cost Projection Retirees Under 65 201172012

» Table 6A - Cost Projection Retirees Over 65 2010/2011

g

Table 6B - Cost Projection Retirees Over 65 2011/2012
Table 7A - Cost Projection Dental and Vision 201072011
Table 7B - Cost Projection Dental and Vision 201172012
Table 8A - Self-Funded Medical Claims Experience

w

oy

> Table 8B - Self-Funded Prescription Claims Experience

» Table 8C - Vision and Dental Claims Experience

» Table 9 - Lag Daa for Paid Period July 2008 through June 2010

Absent more recent data. the three tier rates were calculated using the same enrollment splits (single, two-party and family coverage)
that were contained in the City's actuarial report for fiscal year ended June 30, 2010. In light of the changes in enroliment over the last

twelve months, we recommend reviewing actual enrollment splits based on more recent data to ensure that the tiered rates accurately
reflect current conditions.
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City of Stockion Rate Projection

TABLE 4
Summaery of Prolected Seif-Funded Costs - Excludes Impact of Changes Required by Health Care Reform Effective 7/1/11
FAPSIE0I 71405 1 B0
[exirse WooTen Triginar
Ganfit Hodisd Flan]  Modilied Plan - Original Plan » Modifled Plan - Original
! -ingler 85 | Plan - Over | Under 85 | Plan Over UndersS | Plan . Over] Underef | Plam Over
Active Plan!  Relirens | 85 Retirgos | Reliregs 188 Bofimes  1Active Plon] Rotirers 188 Rotrees! Retiress 168 Retirpssy
edical Plan - Besed o Active Plan Exporeinee and Blendedt Qriginad snd RBoditied Plan Exporiencs for Retirses
Medical incurred clsims BAN830  $1.2E8.00 $216.20; $1222.84 321820 BYTE.YTI  B1583.08 B23I773] $1.385.82 rydic
Fx nourned slging g $432.71 $297.88 2439.85 $3%7.90 BR04.78 547153 L3RH7 FHI2.50 $361.68(
Siop losk pramiim S80.68 $80.88 348.78 $51.24 $1582 550.82 $80.82 $1830 $81.4% 1810
Lhutens admivdsiration §18.38 $18.38 $19.38 £18.98 §12.38 $18.00 £16.00 $1800 $10.00 §12.00
Ehgibifity aeministration §1.28 128 $1.28 5128 £1.25 $1.25 $1.26 %1.2% $1.2% $1.25
internal adminstratiefeonsuliants §28.18 $25.18 $25.18 $26.19) 32819 §25.18 $26.19 328,19 475,19
PRO nebwork seeess $12.86 F12.88 $12.88 1280 $12.86 §13.28 $13.28 318.25 $14.28
Tezal - i claims margin £1,800.08 BEE8.57F  §1.832.29) 482788 $1,874 43 54139 $2008.62 $877 18
S e o : L
Frojected Emvoliment 13862 B35 284 7] 82 638 289 7 5%
Dentat
Incurrad slaims 3596 $95.96 %95.&8{ $101.86,  $101.86 $101.86
Clgirrs administration 756 32,55 57.58 $2.79 §7.7¢ 5770
Eligibility agministration $0.50] $0.60 $0.50 $0.80 $0.50 $0.50
imernal adminisiralionioonsultants $2.07 §2.07 2,07 $2.07 $2.07 207
Total - no claims margin $106.08 $108.08 $i12.23] 811222 $112.22
« e S
Projested Barolimert 1,388 21 1388 21
Vision 272 [N A NIA NIA RNeA A PR
tnsurred clairs $11.08 $11.82
Claims adminkstration $1.68 $1.68
Eligibiiity administration $0.28 £0.25
{nternal adminisiationiconsuliants $0.28 $0.28
Toist - no clmsg margin 513,24 ) §15.08
T B B i L E B : i L E
Progecie! Eorvlionery 1408 1,408 E
rotes 1. Projeciod costs for the origingl retires plan are baeey o0 the asnumption that e Soptember 1, 2010 benefil changes dil not apply 1o this group.
20Th ; rin eosount sy Wedinare Part D reimbursermant that may be made,
e oo a
"SEGAL 6
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City of Stockion Rate Projection

TABLE 2

Tier Rate Development
Based on Enrollment Assumptions from the Cily Actuarial Report ending June 38, 2010 (lssued November 30, 2010}

20118/2011 Monthly Premium Rates

Active
Active Bonthly Premiom Rates (Fiscal Year 201H2011) Medical Vision Dental Total
Employes only $659.84 $6.76 $54.54 $721.114
Ernployes plus SDoUSR 51.187.67 $13.52 $100.08 $1,310.26
Emploves plus childiren) $1,187 .67 $13.682 £100.08 $1,310.26
Emploves plus spousa and child(ren} £1,583.58 17.58 $141.78 $1,742.92
Ratiree Under 68 & Over 65
Fetiree Monthly Premium Rates (Fiscal Year 2010/2041) Qriginal Mogified
Ermploves only $621.04 $937.58
Emploves phua spouss $1,117.86 21.887.658
Employee plus child{ren) $1,117.86 $1,687.65
Employes plus spouse and child(ren) $1.480.49 §2,250.21
Retires Under 88
Retirge Under 85 Monthly Promium Rates (Fiscal Year 201072011} Origingl Modified
Employes only 5149274 $1,187.65
Emploves plus spouse $2,686.92 E2.137.7
Emplovee plus chiliiren $2.686.92 £2,137.77
Employes plus spouse and child(ren) $3,582.58 $2,850.38
Retiree Over 68
Retiree Over 65 Monthily Premium Rates (Fiscal Year 2010/2011) Original HModified
Emploves only $504.64 385,80
Employes plus spouss $208.36 3804 .45
Employes plus child{ran) $808.28 5684, 45
Employes phis spouse and child{ren) $1,211.158 8925.83

TTSEGAL
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City of Stockton Rale Projection

TABLE 3

Tier Rate Development
Based on BEnvoliment Assumptions from the Cliy Actuarisl Report ending June 30, 2010 (issued November 38, 2010)

201112812 Monthly Premium Rales

Active
Active Bonthly Premium Rales (Fiscal Year 20112012} BMedical Yision Dentat Total
Employee only 872412 $7.14 $57.71 £788.97
Ermploves plus spouse $1,303.43 $14.28 $115.40 31.433.11
Emploves plus ohildiren) $1,303.43 $14.28 $115.40 $1.433.11
Employee plus spouse and child(ren) $1,737.90 $18.58 $1580.02 $1,808.40
Retiree Under 65 & Over 68

ERetirw Monthly Premium Rates (Fisoal Year 2011/2012) Original Modified

Emploves only $673.08 $1,027.64

Employee plus spouse $1.211.86 $1,849.78

Employes plus child{ren) $1,211.56 $1,848.75

Emplovee plus spouse and child{ren) $1,61542 $2,466.38

Reliree Under 65

Retiree Under 65 Monthly Premium Rates {Fiscal Year 2011/2012) Original Modified

Employes only $1.638.41 $1,302,74

Employze plus spouse $2,545.53 §2,344.83

Employes plus child{ren) $2,845.53 $2,344.93

Employee plus spouse and child{ren} 83,827.30 §3,126.58

Retivee Over 65

Retirae Over 85 Monthly Premium Rates (Fiscal Year 2014/2012) Original Bodified

Employee only $544.46 £420.84

Eroployes plus spouse $860.03 $7B7.15

Emplovee plus chiddiren) $080.03 $757.15

Emploves plus spouse ard childiren) $4,306.72 $1.008.54

L
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City of Siockion Rate Projection

TABLE 4A
COST PROJECTION ACTIVES 2010/2011
Medical Prescription Drug

Sune-2008 June-2010 WJune-2008 June-2010
Paid Claims $ 14038891 $ 15283530 § 2564373 § 3410511
Large ClainvStop-oss Adiustmenis $ {(579.682) § (1,316,858 - -
Adiusted Paid Claims $ 14,358,208 % 13,966,872 $ 25684373 § 3410511
Ending IBNR Reserves $ 1,833,400 § 2,372,000 3 164,000 $ 205,000
Beginning IBNR Reserves 3 2401800 8 1,833,400 $ 161,000 § 184,000
Adjusted incurred Claims § 13780809 § 14505272 $ 2857373 § 3481511
Member mordhs 19,535 17,551 18,835 17,551
Adjusted Incurred Claims PEPM $ 705856 % 826.46 $ 130.81 § 187,23
Trend Factor at 10% Annual 1.21 1.10 1.21 1.10
Projected PEPM $ 85420 % 208.11 $ 158.40 3 216.98
Waeight 35% 65% 35% 85%
Weighted PEPM $ 29897 % 580.92 $ 5544 % 141.02
Blended PEPM $ 889.8¢ $ 186.46
Plan Change Faclor (Med: Deductible Increased;
Rx: Brand Copay Increased Effective 8/1/2010) 0.9882 0.9565
Projected Medical Incurred Claims PEPM
T10-6/11 $ 588.30 $ 187.92

;ﬁé%
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City of 8tockion Rate Projection

TABLE 4B

COST PROJECTION ACTIVES 201172012
Medical Prescription Drug

708010 Blended PEPM before plan change
adiusiments $ 889.89 3 196.48
Trend Factor at 10% Annual 1.10 1.10
Plan Change Factor (Med: Deductible Increased;
R Brand Copay Increased Effective 8/1/2010) 0.9978 0.8476
Projected Eligibles 1,352 1,352
Projected Claims 7/11-6/12 $ 15,847,106 $ 3322310
Projected Medical incurred Claims PEPM 71118112 & 97877 $ 204.78

¢
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City of Btockton Rate Projection

TABLE 5A

CO8T PROJECTION RETIREES UNDER 65 2010/2011 {Blended Modified and Original Plan Experience;}

Headica! Prescrintion Drug

June-2008 June-2010 June-2008 June-2010
Paid Claims $ 5,160642 § 8,181,422 $ 2,026,045 § 3085466
Large Claim/Stop-luss Adjustmenis 3 (52,758} $ (148,323 - -
Adjusted Paid claims ] 6,107,883 % 8,043,009 $ 2028045 § 3085466
Ending IBNR Reserves 756,100 1,271,200 122,000 185,000
Beginning IBNR Reserves 900,600 756,100 97.000 122,000
Adjusted Incurred Claims $ 5854383 § 8,558,189 $ 2,051,045 §& 3,148468
Member months 8,152 7,136 8,152 7,138
Adjusted Incurred Claims PEPM 3 867.88 § 1,198.30 3 33339 § 441.21
Trend Factor 2t 10% Annual 1.21 1,10 1.21 1.10
Projected PEPM $ 147113 % 1,319.23 $ 40340 § 486.33
Weight 40% 80% 40% B60%
Welghted PEPM $ 46845 § 781.54 b3 161.36 8§ 261.20
Blended PEPM $ 1,259.08 $ 452.58
Plan Change Factor (Med: Deductible Increased,
Ry Brand Copay increased Effective 8/1/2010) (.9a82 0.9575
Projected Medical Incurred Claims PEPM
05111 Blended Plans $ 1,257.74 $ 433.33
Adiustment for Benefit Variation - Modified Plan 1.0002 0.8088
Projecied Medical Incurred Claims PEPH
7110-6/11 Modified Plan $ 1,258.00 $ 432.71
Adiustment Tor Benefit Variation - Original Plan 6.8802 q.4287
Projected Medical Incurred Claims PEPR
7/10-6/11 Original Plan $ 1,232.84 $ 488,58
¥
TESEGAL i
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Gty of Stockion Rate Projection

TABLE 58

COST PROJECTION RETIREES UNDER 65 2011/2012 (Blended Modifisd and Qriginal Plan Experience)

Medical Frescription Drug
T10-6/10 Blended PEPM before plan change
adiusiments $1,259.8% $452.56
Trend Factor at 10% Annusl 1.10 1.10
Plan Change Factor (Med: Deductible Increased;
R Brand Copay Increased Effective 9/1/2010) 0.8978 0.9488
Projected Eligibles 645 645
Projected Clalms 7/11-6/12 $ 10,704,435 $ 3885712
Projecied Medicel Incurred Claims 7/91-8/12 $ 1,383.00 % 472.31
Adjustment for Benefit Variation - Modified Plan 1.0002 0.9%86
Projected Medical Incurred Claims PEPRPM
H10-6011 Modified Plan $ 1,383.28 $ 47163
Adjustment for Benefit Variation - Oviginal Plan 0.8802 41281
Projecied Medical Incurred Claims PEPM
Tr0-8011 Original Plan $ 1,366.62 $ 532.82
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City of Stockion Rate Projection

TABLE 6A

COST PROJECTION RETIREES OVER 65 2010/2011 (Blended Modified and Original Plan Experience)

Medical Prescription Drug

June-2008 June-2010 June-2008 June-2010
Paid ciaims $ 582,480 $ 756,480 8 786,258 § 1178912
Ending IBNR Reservas 71,500 123,600 45,000 70,000
Beginning IBNR Reserves 147,600 71,500 42.000 45,000
Adiusted Incurred Claims 3 506,380 $ 848,580 $ 759258 § 1204912
Member months 3,368 3,811 3,388 3.811
Adiusted Incurred Claims PEPM $ 150,35 § 22267 5 22543 § 318.17
Trend Factor &t 10% Annual 1.21 1.10 1.21 1.10
Projected PEPM $ 18182 $ 244.94 $ 27277 % 347.79
Weight 45% 55% 45% 55%
Weighted PEPM $ 81.88 8 134.72 % 12275 8 191.28
Blended PEPM % 216.58 $ 314,03
Plan Change Factor (Med: Detuctible increased;
Ryx: Brand Copay Increased Effective 9/1/2010) 0.8882 0.9679
Projecied Madical Incurred Claims PEPM
TH0-6/11 $ 218.20 § 303.93
Adiustment for Beneflit Variation - Modified Plan 1.000 0.9804
Projected Medical Incurred Claims PEPM
T10-8111 Modified Plan $ 246,20 $ 287.86
Adivstment for Benelit Variation - Original Plan 1.000 1.109
Projecied Medical Incurred Claims PEPM
708011 Orlginal Plan 3 218.20 $ 33710

Note: As a resull of Medicare coordination, benafit values between the Modified Plan and Original Plan are
assumed 1o be aqual for medical coverage,

3
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City of Btockion Rate Projection

COST PROJECTION RETIREES OVER 65 2011/2012 (Blended Modified and Original Plan Experience}

THG-6710 Blended PEPM before plan change

Prescription Drug

adjustmants 21658 $ 314.03

Trend Factor at 10% Annual 1.10 1.10

Plan Change Factor (Med: Deductible Increased; Rx

Brand Copay Increased Effective 8/1/2010) 0.9978 0.9813
Prolected Eligibles 341 341
Projected Claims 7/11-8/12 §72.769 $ 1,358,780

Projected Medical Incurred Claims PEPM

11612 237.73 8 332.08

Adiustment for Beneflt Varlation - Modified Plan 1.800 6.9820
Projected Medical Incurred Claims PEPM

T1M0-6/41 Modified Plan 237.73 $ 326.07

Adtustment for Benefit Variation - Original Plan 1.000 1.089

Projected Medical Incurred Clalms PEPN

7110-6/11 Original Plan 237.73 g 361.66

Mote: As a result of Medicare coordination, benefit values between the Modified Pian and Original Plan are

assumed 1o be equal for medical coveraga.
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ity of Stockion Rate Projection

TABLE 74
COST PROJECTION DENTAL AND VISION 2010/2011
Pental Vision

December-2008 December-2010 December-200%  December-2010
Paid Claims $ 1,732,853 & 1,616,814 $ 221,006 % 189,442
Ending IBNR Reszerves kY 170,000 % 158,000 § 22,000 & 19,000
Baginning IBNR Reserves $ 168,000 3 170,000 3 21000 % 22,000
Adiustad Incurred Claims $ 1,734,553 & 1,605,814 $ 222006 § 186,442
Member months 19,204 17,448 16,177 17,478
Adjusted Incurred Claims PEPM $ 8032 $ 92.03 $ 11.58 & 10.67
Annual Trend Factor 2t 8% for Dental and 4% for Vision 1.1 1.04 1.07 1.03
Proiacted PEPM $ 16002 $ 96.14 $ 1240 & 10.98
Weight 35% 65% 35% 65%
Weighted PEPM $ 3501 8 62.49 g 434 & 714
Blended PEPM 1/11-6/11 & §7.50 % 11.48
Average Projected Efigibles 1/11-8/11 1,403 1,381
Projected Incurred Clalms 1/11-6/11 $ 820,755 8 95,812
Estimated Incurred Claims 7/10-12410 & 801,745 % 81,231
Total Projected Claims 7/10-6/11 $ 1,622,500 $ 187,043
Projected Eligibles 7/10-6/11 1,409 1,406
Protected Incurred Claims PEPM 7/10-6/11 g 85,96 % 14.08

*SEGAL
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CHy of Stockion Rate Prolection

TABLE 7B
COST PROJECTION RENTAL AND VISION 2011/2012
Dental Vision

Projected Blended PEPM 1/11-8/11 $ 87.50 5 11.48
Annual Trend Factor at 6% for Dental and 4% for Vision 1.04 1.03
Projected Eligibles 1,408 1,382
Projecied Claims 7/11-8/12 $ 1,722,200 $ 191,800
Projected Incurred Claims PEPM 7/11-6/12 $ 101.86 $ 11.82
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City of 8tockion Rate Proisction

TABLE 84

SELFSFUNDED MEDICAL CLATMS EXPERIENCE (Before Stop Loss Claims Adjustments)

Retirees Under 68 Retiregs Over 88
Active Employees (Original and Modified Plans) {Original 2nd Modified Plans)
Poriod | Enrollment | Paid Claims PEPM Enroliment | Paid Claims PEPR Enrofiment | Paid Claims PEPRM
Su08 1,683 $1,318,570 5778.84 503 $381,340 $755.13 248 $33,103 134,56
Aug-08 1.704 $1,175.367 $688.77 507 $542.527 $1.168.30 248 $31,463 $128.87
Sep-U8 1,712 $1.548,943 $e04.76 508 757,566 $1,491.27 249 $31,613 $126.86
Ock-08 1,708 $1,660,048 5874.18 507 $403 841 $705.53 251 556,821 $238.33
Now08 1,658 $862.033 $538.67 518 $625.070 $1.213.73 251 528,204 $112.37
Dec-08 1,646 $4,213,580 §737.29 516 $411,443 $797.37 251 540,878 $162.86
Jan-09 1,577 £659,681 $437.53 518 $340,049 $656.47 30s $23,854 §77.20
Feb-08 1,579 $1,801,461 1 $1,140.89 515 $431,736 $838.32 310 $40,115 $128.40
Mar-0% 1,577 $1,083,70% $685.54 515 $505,086 %680.71 313 $45,558 $145.55
Apr-08 1,567 $1,240,742 $791.78 815 $495 888 $962.89 313 $83,685 $267.38
Way-09 1.562 $1,001,785 $541.38 818 $839,155 $1,046.90 313 $91,242 $291.51
Jun-{8 1,857 $1,301,759 $838.07 518 $5877.183 $1.312.33 314 $72,834 §232.27
Total 19,835 $14,938,8841 378492 6,182 $6,160,842 | §1,001.40 3,368 £582,480 §172.85
Jul-08 1.524 $1,2580,332 §820.43 B4G $463,784 $849.42 315 $44, 154 $140.17
Aug-08 1,507 $1,101.472 $730.90 557 578,433 $1,038.48 315 $102,282 §324.74
Sep-08 1,498 £1.021,481 §£681.44 BEG $312,443 $558.93 318 $34,837 $110.24
i-09 1487 5874,3580 $584.07 563 $671,025 $1,181.87 318 $84,893 528897
Nov-08 1,481 51,017,465 $682.40 568 $610,842 $1.075.60 37 $88,145 $188.58
Dec-08 1,485 $1.003,328 867584 570 $916,748 $1,808.33 317 $113.088 §358.77
Jan-10 1423 $4.,625,351 1 $1,140.80 626 $618,026 $887.26 321 $52.288 $162.88
Feb-10 1,425 %1,206,081 $845.38 828 $634,360 $1,010.43 321 $39,827 §$124.07
tMar-i0 1,425 31610554 1 81,130.2% 829 $617,472 5081.67 319 $56,815 8178.42
Apr-10 1,425 $1.483,251 | $1,040.88 829 $662,938 51,053,968 318 $38,791 §124.74
May-10 1,425 $1.433,744 | $1,006.14 520 $1.122,048 | $1,783.85 318 £53,196 $167.28
Jun-10 1,423 $1.686 110 § $1,1682.82 832 $683,201 £1.655.70 317 $115,047 §365.78
Total 47,581 $15,283,5301 887081 7,138 8,191,422 | $1,147.80 3,811 $798,480 $269,00
Pereent
Change -10.2% 2.3% 13.5% 16.0% 33.0% 14.8% 13.2% 38.7% 20.8%
T Qe A
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