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Medicare

Prior § -
2007 $ 14
2008 $ 6,643
Jan-09 § 1,510
Feb-09 % 1,074
Mar-09 $ 4,292
Apr-09 § 2,592
May-08 $ 14,113
Jun-08 % 16,645
Jul-09
Aug-09
Sep-09
Oct-09
Now-08 $ 10
Dec-09
Jan-10
Feb-10
Total Medical $ 48,893

Total RX
Total Medical/RX IBNR

Non-Medicare

) H N A LA P B LA P

42,579
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(127)
1,700
65
367
437
645
2,306
4,937
11,966
13,204
472

35,971

O WO B R AR

12
14,042
601
65
607
2,044
(152)
1,104
2,761
23,599
23,925
1,036

69,643

AP H RPN

2,386
34,533
371
34
2,164
236
693
2,865
(528)
7,006
22,139
40,677
791

113,365
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Dec-03°  Jan-10 Feb-10 - - Total IBNR Reserve
- -5 ~s ~|'s .
23 % 27 % 99 8 2857 1% -
937 3 30 % 1344 § 60,794 | § 11
49 3 1,146 $ B3 $ 42611 % 12
84 % 60 $ B 3 2214 1 % 7
88 $ 78 2 81 § 9406 | $ 109
137 § 182 $ 97 § 7282 1% 603
5604 § 69 % 57y $ 26743 | 3% 3,096
2669 % 349 % 65 % 48916 | $ 5,758
515 §$ 596 B 105 § 29,596 | $ 3,924
2735 § 789 % (771) & 46,572 { % 7.834
5063 $ 1,341 $ 1,588 $% 54528 | § 10,261
21269 % 12,356 3% 843 § 76,182 | % 16,185
13,844 % 46,856 18,632 $ 80,133 1 $ 20,085
1,006 $ 18,778 % 43,780 § 83,564 | $ 28,315
$ 275 % 21,883 & 22,168 | § 48,562
% 493 % 493 1 § 63,986
54023 § 82,943 § 88,281 $ 533699 |% 208,748
3 799,995 | § 48,154
$ 254901

27.5%

Prior $ - § 300,000 $ 38,468 $ -3 - % - ¥ B3 § - § 3384051% -

2007 $ 4 % 42 3 -3 - $ - 8 14§ - % (127) $ (67)) 3 -

2008 $ 2,828 § 2419 § 725 % 621 § 214§ 229 § 213 & (166) $ 708218 )]

Jan-08 $ 262 % 158 § 365 § 705 % 350 % {219) $ 31 % 115 § 1,766 | § 0)

Feb-09 § 3731 § 7,308 § (76) & 15§ 159 % 19 § 34 % (739) % 10,451 | § {O)

Mar-09 § 545 § 437 % 2507 % 895 § 338 § 142 % (198) $ 283 % 48201 % (1)

Apr-09 § 30,560 % 1,426 % 3,958 § 376§ 779 § 173 % 5 % 3t & 37,305 | % 805

May-09 § 99,444 3 52,160 $ 1.879 % 709 § 330 % 343 § 84 $ 154950 | § 35,672

Jun-08 § 52,630 % 28927 & 10,478 § 3,985 § 318§ 473 & 800 § 3689 § 97882 | § 22,681

Jul-0g $ 8985 § 112,022 % 32,676 $ 16,186 $§ 507 § 3,585 % 89 3 237§ 174297 | % 40,936

Aug-09 $ 12,832 § 65,732 % 35,348 § 7.088 % 1,882 § 10,087 § 1,118 $§ 134,188 | § 32,192

Sep-09 $ 8,857 $ 105983 § 17,372 5816 § 3387 $ 1,888 § 141314 % 35,409

Oct-09 $ 8905 $ 109,789 $ 79,485 § 2416 § 5954 $ 207,558 % 56,513

Nov-09 3 6,714 § 62,161 % 67,714 § 17,078 § 153,666 | $ 44,565

Dec-09 3 22561 $ 123477 § 61,526 § 207563 % 90,258

Jan-10 E) 3,002 $ 132681 § 135773|8% 156,988

Feb-10 5 4912 § 491218 112.261

Total Medical $ 108,888 $ 517,830 $§ 163,567 $ 174,739 $ 143958 $ 176683 § 21 1197 § 225130 $ 1811,9711% 628,278

Total RX $ 756416} % 43,639
Total Medical/RX IBNR $ 671915 72.5%
Grand Total IBNR $ 926,817 100.0%







County of Mendocino - Plan Comparison ... 5 0.0 007 Retiree Plan oo ~Agctive Planll R HSA1250190/70 - Lo ‘HSA2500/100/70 HSA3000/80/60 L ‘HSA1250/80/60
Uyl e e e B .0 In-Network . ' - Out-of-Network - in-Network - - Out-ofNetwork = ‘In-Network - Out-of-Network - In-Network . - Qut-of-Network _An-Network ‘Out-of-Network . “-in-Network ‘Qut-of-Network
- e o Benefits 0L Benefits 0 i Benefits o 0 Benefits 2 1 'Benefits - - "Benefits : ¢ .. Benefits oo '‘Benefits --‘Benefits Benefits © -Benefits Benefits
General Plan Information
Annual Deductiblefindividuat $100 $100 $500 $500 $1,250 $1,250 $2,500 $2,500 $3,000 $3,000 $1,250 $1,250
Annual Deductible/Family $200 $200 $1,500 $1,500 $2,500 $2,500 $5,000 $5,000 $6,000 $6,000 $2.,500 $2,500
Coinsurance 80% 60% 80% 60% 90% 70% 100% 70% 80% 60% 80% 60%
Office VisitVExam 80% 60% 80% 60% 20% 70% 100% 70% 80% 60% 80% 680%
Qutpatient Speciatist Visit 80% 60% 80% 60% S0% 70% 100% 70% 80% 60% 80% 80%
Annual Out-of-Pocket Limitindividual $1,100 $3,100 $4,000 $4,000 $2,500 $5,000 $3,500 $5,000 $5,000 $10,000 $2,500 $5,000
Annual Qut-of-Pocket Limit/Family $2,200 $6,200 $8,000 $8,000 $5,000 $10,000 $7.000 $10,000 $10,000 $20,000 $5,000 $10,000
Deductible Inciuded in Out-of-Pocket Limits Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Lifetime Plan Maximum $2,000,000 $2.,000,000 $2,000,000 $2,000,000 $5,000,000 $5,000,000 $5,000,000 $5,000,000 $5,000,000 $5,000.600 $5,000,000 $5,000,000
Outpatient Services
Preventive Services
Well-Child Care 80% 60% 100% 60% 100% 70% 100% 70% 100% 60% 100% 60%
Immunizations 80% 60% 100% 80% 100% 70% 100% 70% 100% 80% 100% 60%
Well Woman Exams 80% 60% 100% 60% 100% 70% 100% 70% 100% 60% 100% 60%
Mammograms 80% B80% 100% 60% 100% 70% 100% 70% 100% 60% 100% 60%
Adult Periodic Exams with Preventive Tests 80% 60% 100% 60% 100% 70% 100% 70% 100% 60% 100% 60%
Diagnostic X-Ray and Lab Tests for routine exam 80% 60% 80% 60% 100% 70% 100% 70% 100% 80% 100% 60%
Diagnostic X-Ray and Lab Tests B0% 60% 80% 60% 90% 70% 100% 70% 80% 60% 80% 60%
Maternity Care
Pregnancy and Maternity Care (Pre-Natal Care) 80% 60% 80% 60% 90% 70% 100% 70% 80% 60% 80% 60%
Inpatient Hospital Services
Inpatient Hospitalization 80% 60% 80% 60% 80% 70% 100% 70% 80% &60% 80% 60%
Yes, $200 Yes, $200 Yes, $200 Yes, $200
Pre-Authorization of Services Reguired deduciible for non- | deductible for non- | deductible for non- | deductible for non- 0% 70% 100% 70% 80% 60% 80% 60%
precertification precertification precertification precertification
Semi-Private Room & Board; Incl. Services/Supplies 80% 60% 80% 60% 90% 70% 100% 70% 80% 60% 80% 60%
Surgical Services - Outpatient Facility Charge 80% 60% 80% 60% 90% 70% 100% 70% 80% 60% 80% 60%
Emergency Services - Emergency Room B0 copay. then | 850 copay. then | 350 copay. ther | $50 copay. then 90% 70% 100% 70% 80% 60% 80% 60%
Copay/Deductible Waived if Admitted Ne No Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Urgent Care - Urgent Care Facility 80% 60% 80% 60% 90% 70% 100% 70% 80% B0% 80% 60%
Mentai Health Benefits 80% 60%
Inpatient Care 80% $175/day max | 60% $175/day max 80% 60% 90% 70% 100% 70% 80% 680% 80% 60%
Qutpatient Care 80% 25 visit max 60% 25 visit max 80% 60% 20% 70% 100% 70% 80% 80% 80% 60%
Alcohol & Substance Abuse 80% 60% "
Inpatient Hespitatization . : 20% 70% 100% 70% 80% 80% 80% 60%
Inpatient Detoxification Services 80% 60% B0% coinsurance, 15,000 combined per 90% 70% 100% 70% 80% 60% 80% 60%
Outpatient Services calencar year 90% 70% 100% 70% 80% 60% 80% 60%
Prescription Drug Benefits
Generic 20% 20% $10 or 10% copay | $10 or 10% copay $10 copay $10 copay $10 copay $10 copay $10 copay $10 copay $1C copay $10 copay
Brand (Formulary/Preferred) 20% 20% $20 or 20% copay | $20 or 20% copay $30 copay $30 copay $30 copay $30 copay $30 copay $30 copay $3C copay $30 copay
Brand (Non-Formulary/Non-preferred) $30 or 30% copay | $30 or 30% copay $50 copay $50 copay $50 copay $50 copay $50 copay $50 copay $50 copay $50 copay
Numbker of Days Supply 30 days 30 days 30 days 30 days 30 days 30 days 30 days 30 days 30 days 30 days 30 days 30 days
Mail Order
Generic 20% 20% $20 copay $20 copay $10 copay $10 copay $1C copay $10 copay $10 copay $10 copay $10 copay $10 copay
Brand (Fermulary/Pseferred) 20% 20% $40 copay $40 copay $60 copay $60 copay $66 copay $60 copay $60 copay $60 copay $60 copay $60 copay
Brand (Non-Formulary/Non-preferred) $60 copay $60 copay $100 copay $100 copay $100 copay $100 copay $100 copay $100 copay $100 copay $10C copay
Number of Days Supply for Mail Order 90 days 90 days 90 days 90 days 30 days 90 days 90 days 90 days 80 days 90 days 90 days 90 days
Other Services and Supplies
Durable Medical Equipment & Prosthetic Davices 80% 80% 80% 60% 90% 70% 100% 70% 80% &0% 80% 60%
Home Health Care 80% 80% 80% 60% 90% 70% 100% T0% 80% 60% 80% 60%
Skilled Nursing cr Extended Care Facility 80% 60% 80% 60% 0% 70% 100% 70% 80% 80% 80% 60%
Hospice Care 100% $3000 100% $3000 80% 60% 90% 70% 100% 70% 80% 60% 80% 60%
Lifetime Max Lifetime Max
. . . 80% $2000 60% $2000 o o o o o o o
Chiropractic Services Calendar Year Max | Calendar Year Max 80% 60% 90% 70% 100% 70% 80% 60% 80% 60%
Acupuncture 80% $250 Calendar| 60% $250 Calendar 80% 60% 90% 70% 100% 70% 80% 60% 80% 60%
Year Max Year Max
Outpatient Rehabilitative Therapy Services
. 80% $2500 60% $2500 o o o 5 o N o
Physical Calendar Year Max | Galendar Year Max 80% 60% 80% 70% 100% 70% 80% B0% 80% 60%
Occupational 80% 60% 80% 60% 90% 70% 100% 70% 80% 60% 80% 60%
80% $2500 60% $2500 . . . o o 0 0
Speech Calendar Year Max | Calendar Year Max 80% 60% 90% 70% 100% 0% 80% 60% 80% 60%

Nole: HSA plans require deductible be met prior to benefits being paid for prescription drugs and medical coverage (wilh the exception of outlined preventive services),







" Monthly County .- e
Contribution per - . Nonthly County Contribution
Retiree = = . : N

#of
Months

Until
Total All Reserve is
- Retirees Depleted

County of Mendocino
Retiree Health Plan

Monthly Non-Medicare Eligible Retiree Contribution .

Non-
Medicare
Eligible

Non-
Medicare
Eligible

Current
Retiree
Plan

Medicare ..
Eligible

Medicare

Active Plan HSA1250/9 HSA2500/1 HSA3000/8 HSA1250/8
Eligible o _

Contribution momzm«mcm. 070 0070 060

Enroliment Assumption (Excludes Dependenis) / Plan Rates 289 376 665 s $ $ 3 $ $
Optiong
A $ 20000 | % 20000 | % 57,800 | 8 752001 % 133,000 22.0 $ 568.87 i § 502.54 | % 456.11 | § 37787 1% 301501 % 442.99
B § 150.00 [ $ 150.00 | § 43350 | % 56,4001 % 99,750 294 8 61887 1% 552541 % 506.111% 427871 % 351.50]% 492,99
C $ 100,00 [ & 100.00 | § 28,9001 % 376001 % 66,500 44 1 § 668.87 18 60254 | % 556.111 % 47787 | % 40156 | & 542.99
D $ 50.00 |8 50001 % 14,450 | % 18,800 | $ 33,250 88.2 $ 71887 18 652541 8% 806.11 | $ 52787 | $ 45150 | 8% 592.99
E $ 2000018 400.00 | $ 57,8001 % 160400 $ 208,200 14.1 $ 36887 | § 302541 % 256111 % 17787 1% 101501 % 242.99
F % 175001 & 3500018 50,575 | $ 131,600 | $ 182,175 6.1 $ 41887 | § 352541 8% 08115 % 22787 1% 151501 & 292.99
G 3 15000 { & 3000018 43350 § 112,800 | § 156,150 18.8 $ 45887 | & 402.54 1 § 356111 8% 27787 1% 20150 : % 342.98
H % 12500 | % 25006 % 36,1251 % 840001 % 130,125 22.5 $ 51887 1 % 45254 1 % 40611 1{ % 327.871% 251501 % 392.98
| $ 10000 $ 200001 % 289001 % 752001 % 104,100 282 $ 568.87 | § 50254 1% 456.11 [ 37787 | § 30150 1% 442 .99
J $ 7500 % 150.001%- 21675:% 56,400 3 % 78,075 375 $ 61887 | § 55254 1% 506.11 | § 427.87 | § 35150 | % 492,99
K $ 55001 % 100.00 { $ 14,450 § 37,600 | % 52,050 56.3 $ 668.87 | § 60254 | % 556.11 | $ 47787 | § 401.50 | § 542.99
L $ 2500} % 50.001% 7,225 8% 18,800 | § 26,025 112.6 $ 71887 | & 65254 | & 606.11 | $ 52787 | % 45150 | $ 592.99
M $ 100.001 % 400.00 [ $ 28900 (% 150,400 [ & 179,300 16.3 $ 36887 | % 302541 % 256.11 1 8 177.87 1 § 10150 | & 242 98
N $ 8750 | % 350.00 | § 25288 | 8 131,600 | % 156,888 18.7 $ 41887 i % 35254 1 8 306.11 1 8% 227871 % 15150 & 292.99
0 $ 75.00 | $ 30000 | % 21675 % 112,800 | $ 134,475 218 b3 468.87 1 % 40254 | § 356111 8 277871 % 20150 1% 342.99
P $ 6250 |3 250.00 | § 18,063 | $ 94,0001 % 112,063 28.2 $ 51887 1% 452,54 | § 406111 § 32787 | & 25150 | % 392.99
Q $ 50008 200008 14,450 | % 752001 % 89,650 32.7 $ 568.87 | $ 5025418 45611 | $ 37787 | 8 30150 |8 442.09
R 3 3750 | 8 150,00 { 8 10,838 | $ 56,400 ] 67,238 436 $ 861887 | § 552.54 | § 506111 9% 427871 % 351501 % 492.99
S $ 25001 % 100.00 | $ 722518 37600 | % 44,825 654 $ 86887 | 8§ 6025418 558.111 % 47787 % 401501 % 542.99
T $ - 3 5000 % - $ 188001 3% 18,800 155.9 $ 71887 { & 652541 8% 606111 8 52787 1% 451501 % 582.98
Total Reserve After Tail $ 2,931,144 (Based on February 2010 evaluation)

Does not include impact of lag on implementation






Implementation: Process and Milestones

Implementation Kick Off (at County) April 2010

IT Interface Development and Testing April/May 2010

Finalize requirements and communication May 2010

Production Interface File May 2010

Production and Distribution of County of Mendocino May 1, 2010 (or prior to meet 90
Communication day criteria)

Getting Started Guide/ June 2010

Enrollment Kit from Extend Health

Appointments and Participant Outreach from Extend Health | June/July 2010

Participant Enrollment June/July 2010
Begin Monthly Changes-Only File July 2010

No Retiree Left Behind Reminder Notice/Outbound for July 2010
Non-Enrolled

HRA Welcome Guide from Extend July 2010

Final Notice to Those Not Enrolled August 2010

ExtendHealth’
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of Employer-Sponsored
Health Plans 2009
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Bordan Darm
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Offerings of retiree medical plans have fallen significantly over the
past decade
Large employers

— Offer coverage to pre-Medicare-eligible
46% Offer coverage to Medicare-eligible

28%

23%
0 0 21%
21% 21% 21% 1994

1993 1995 1997 1999 2001 2003 2005 2007 2008 2009





. Offer retiree coverage in 2009, by employer size

B Pre-Medicare-eligible
M Medicare-eligible

44%

10-499 500-999 1,000-4,999 5,000-9,999 10,000- 20,000 or
employees 19,999 more





Retiree medical coverage affects average retirement age
Average retirement age for employees retiring in 2008, among large
employers

All large employers Employers offering a retiree Employers not offering a
medical plan retiree medical plan





Average health benefit cost per retiree among large employers
Based on respondents providing both 2008 and 2009 cost

W 2008
@ 2009

$10,174 $10,414

$4,581 $4.910

Pre-Medicare-eligible retirees Medicare-eligible retirees

Mercer






Contribution strategies* for retirees

Large retiree plan sponsors

Pre-Medicare-eligible
retirees

Employer
pays all
13%

Retiree pays
all
39%

Cost is
shared
48%

*individual coverage

Medicare-eligible
retirees

Employer
pays all
17%

Retiree pays
all
38%

Cost is
shared
45%





MERCER

@C MARSH MERCER KROLL
GUY CARPENTER OLIVER WYMAN

Services provided by Mercer Health & Benefits LLC






Bordan Darm

MERCER principal

2520 Venture Qaks, Suite 250
MARSH MERCER KROLL Sacramento, CA 95833

GUY CARPENTER  OLIVER WYMAN Ph. 916 286 5403
. Fax 916 286 5401

bordan.darm@mercer.com
www.mercerHR.com

March 25, 2010

Ms. Sue Goodrick
Benefits Manager
County of Mendocino
579 Low Gap Road
Ukiah, CA 95482

Subject: County of Mendocino Non-Medicare Eligible Retirees Health Coverage
Covered Under the Active Health Plan

Dear Sue:

The County has asked Mercer to comment on the potential impact of the Non-Medicare eligible
retirees (retirees) being covered under the County of Mendocino's Active employee health plan.
This letter serves as an addendum to the letter on this subject dated March16, 2010.

Covering the non-Medicare eligible retirees under the County of Mendocino’s Active employee
health plan can be done in two ways:

= Blending of the programs including underwriting, reserve sharing, and cross subsidies of
cost from the active employees to the retirees.

= Separation of the retiree plan from the active plan, with the intent of only realizing
economies of scale for fixed expenses such as claims administration, third-party plan
administration, reinsurance, network discounting

The “blended” approach provides rates for active employees and retirees based on blended
plan experience, underwriting, expenses and reserve requirements. The blended approach
would provide lower retiree rates, while increasing the active employee rates. The blended
approach may require the County to meet with its bargaining units to implement this approach.

The “separate” approach provides stand-alone rates for both active employees and retirees.
Rates would reflect each groups own plan experience and own associated costs. Economies of
scale would be realized based on the two groups coming together for purchasing power for fixed
costs. Since the two programs currently utilize the same vendors, minimum leverage would be
realized from this alone. Given the fact that the County will be placing their TPA services,
“—networks, and reinsurance coverage out to bid,-economies-of scale would-be-realized-through- -

the marketing process. Since the separate approach does not adversely impact the active plan,
the County may want to consider this approach.

Consulting. Outsourcing. investments.
Services provided by Mercer Health & Benefits LLC
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Mercer looks forward to reviewing this with the County. Should you have any questions, please
contact me at (916) 286-5403.

Bordan Darm
Principal

Consuiting. Qutsourcing. Investments.
Senvices provided by Mercer Health & Benefits LLC





