Multiple files are bound together in this PDF Package.

Adobe recommends using Adobe Reader or Adobe Acrobat version 8 or later to work with
documents contained within a PDF Package. By updating to the latest version, you'll enjoy
the following benefits:

- Efficient, integrated PDF viewing
- Easy printing

« Quick searches

Don’t have the latest version of Adobe Reader?

Click here to download the latest version of Adobe Reader

If you already have Adobe Reader 8,
click a file in this PDF Package to view it.



http://www.adobe.com/products/acrobat/readstep2.html


COUNTY OF MENDOCINO

RETIREE HEALTH BENEFITS

Report on Recommendations from the County Executive Officer, Human Resources Department
and the Retiree Health Benefits Committee Regarding Retiree Health Benefits
April 6, 2010

EXECUTIVE SUMMARY

Backaround/Issue

Pursuant to Resolution 09-218, entitled “Resolution of the Mendocino County Board of Supervisors
Superseding Resolution 98-147 Regarding Funding Retiree Health Insurance Benefits”, adopted
by the Board of Supervisors on September 22, 2009, the funding of the Retiree Health Benefits
Plan will be made with the use of excess earnings of the Mendocino County Employees
Retirement Association and contributions by the retired employees who patrticipate in the plan.

The continued absence of sufficient “excess” earnings from the retirement system’s investments to
fund the Retiree Health Insurance Reserve, and on-going draws on the reserve for claims
payments, has resulted in a declining balance in the Retiree Health Insurance Reserve and a
shortened period of time that the reserve will be able to fully fund retiree health benefits in
Mendocino County. The Retiree Health Insurance Reserves are expected to be depleted by the
end of 2010.

On September 22, 2009 the Board of Supervisors approved an adjustment to the premium
contribution levels of the Retiree Health Plan understanding that the approved increase would only
provide for a little less than two months extension to the anticipated depletion date of the retiree
health trust fund. The Board also directed staff to begin the process of evaluating plan modification
options, research alternative Supplementary Group Plans for Medicare eligible retirees and
evaluate changes in market conditions.

Retirement Health Benefits Committee (RHBC)

Working in conjunction with the County’s consultant, Bordan Darm of MERCER, the CEQ’s Office,
the Human Resources Department, and representatives from the Retirement Office, the Retiree
Health Benefits Committee has met on four occasions for the purpose of evaluating options for
maintaining access to health care for qualified Mendocino County Retirees. The Retirement Health
Benefits Committee consists of three Board of Retirement members and one non-voting
Association of Mendocino County Retired Employees (AMCRE) member.

Retirees fall into two categories with respect to healthcare — those that are eligible for Medicare
(Medicare eligible) and those that are not (early retirees or non-Medicare eligible). The RHBC has
evaluated options for continuing to provide access to healthcare for both groups. This report is a
summary of the RHBC findings and recommendations to date.

Staff is requesting the Board of Supervisors receive this report, and consider possible action with
respect to the Medicare eligible retirees as described below. Staff and the RHBC have committed
to conducting an informational meeting with retirees before the Board took final action, and this
item will be back before you on April 20" for further action. This will allow time for the informational
meeting to occur with retirees and those pre-1998 active employees who are eligible for retiree
health benefits.
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Medicare Eligible Retirees

Staff and the RHBC received the marketing results from Mr. Darm for both Medicare eligible and
early retiree groups. Mr. Darm reported the County could significantly reduce health plan costs by
moving Medicare eligible retirees to a Medicare supplemental insured plan. He also reported there
were no group insured plan alternatives available to the non-Medicare eligible or “early” retirees.

Human Resources staff and Mercer interviewed four carriers offering supplemental plans. One
firm, Extend Health, was identified as the best possible option for supplemental plans. Extend
Health operates similarly to a broker whereby after interviewing the retiree, a supplemental plan is
chosen which best suits the retirees needs and income. The Medicare-eligible retiree has a wide
variety of supplemental insurance plans to choose from with costs ranging to $0 - $279. At the
RHBC'’s recommendation, Mr. Darm conducted a site visit with Extend Health and reported to the
Committee that the service center more than met his expectations. Extend Health is a leader in
the Medicare Coordinator market. They serve over 60 employers and 500,000 retirees nationwide
and provide personalized service to every client retiree.

Extend Health offers access to over 1,900 unique health insurance plans and 60 individual plan
providers. Retirees have access to Medicare supplement plans nationwide through Extend Health,
regardless of where they reside. Some of the plans available include:

AARP

Anthem BlueCross
SecureHorizons
Cigna

Sterling Health
Humana

Mutual of Omaha

The benefit of using a Medicare Coordinator is the improved service level to retirees. Retirees are
provided with personalized service as they select from among the plans available the particular
plan which most suits their needs and budget. They have the ability to change between Medicare
Supplement plans at any time should their requirements change. Extend Health is there to answer
all their questions about plan benefits and to help the retiree assess which plan is best for them.
There is no cost to the County or the retiree for coordinating Medicare supplement plans through
Extend Health. Extend Health is reimbursed through the Medicare Program.

Mr. Darm is present today and can answer any additional questions the Board may have regarding
Extend Health.

RHBC Recommendations

At their meeting of March 8, 2010 the RHBC voted unanimously to recommend to the CEO that
Medicare eligible retirees on the County self-funded plan be transitioned to individual Medicare
supplemental plans; and to use Extend Health as the Medicare Coordinator service provider. The
RHBC further recommended that, subject to the availability of funds in the Retiree Health
Insurance Trust Fund, a County contribution of $200.00 per Medicare eligible retiree per month be
provided to retirees to offset the retiree costs for a supplemental insurance plan. Mr. Darm
estimated that this action would save approximately $127,388 per month over the current costs
based on approximately 386 Medicare eligible retirees on the County’s Retiree Health Plan. A 90-
day notification period is required, informing retirees of any plan changes. These
recommendations were forwarded to the CEO on March 9 via memo from the Human Resources
Director, a copy of which is attached to this report.
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Extend Health will waive the one time setup fee for each retiree if the County makes the transition
effective date on or before August 1, 2010. Implementation after August 1, 2010 impacts the
annual open enrollment period conducted by Extend Health for all Medicare retirees they are
servicing, and the setup fees would be approximately $4,000 to $5,000.

Early “Non-Medicare Eligible” Retirees

As mentioned above, when Mercer marketed our early retirees for quotes on fully insured plan
options, not a single provider elected to provide a quote. The RHBC and staff continued to look at
other possible options for the early retiree population. At their March 8th meeting, the RHBC
reviewed high deductible options. The Committee again met on March 25, 2010 to continue its
review of these and other options for the early retirees. At this meeting, the RHBC and staff
reviewed several possible self-funded plan designs and various County contribution rates in an
attempt to identify a solution that continued to provide access to healthcare at a reasonable cost to
the retiree while transitioning to a low to zero contribution rate by the County. With no fully insured
plan options available and the prospect of future excess earnings from the pension plan dim, the
choices are limited to ending the retiree health program upon exhaustion of existing funds, or
crafting a self-insured option which continues to provide access to healthcare at a reasonable cost
to the retirees.

The following are the highlights of the options considered and issues discussed pertaining to early
retiree healthcare:

Plan design, which ranged from the current Active Il Plan to various high deducible plans
Level of County contribution (until current reserves are exhausted)

Combining early retirees with active employee pool for healthcare

Status of post-1998 employees

Future excess earnings

Establishing a stabilization reserve for the retiree health plan

Status of the Incurred But Not Reported (IBNR) reserve

Implementation date

The impact of the Healthcare Reform Act on early retiree benefits

RHBC Recommendations
After evaluating all options presented at the meeting, the RHBC voted unanimously to make the
following recommendations regarding the early retiree health plan to the CEO:

1. Modify the retiree health plan to mirror the Active Plan Il in terms of level of benefits
(medical plan only), this is referred to as putting the early retirees on the Active Plan II.
There are two ways to implement this, in a “blended” manner or a “separate” manner. The
recommendation of the RHBC and staff is to use the “separate” approach.

a. Blending of the programs includes the underwriting, reserve sharing, and cross
subsidies of cost from the active employees to retirees. This is not desirable as it
would have a negative impact on the current active employee population and the
County in the form of higher premiums resulting from the subsidization of the early
retirees. This implicit subsidy would also increase the actuarial unfunded OPEB
liability for the County.

b. The separate approach would mean the two plans would mirror each other in terms
of benefits for the medical plan only (dental and vision not included, however still
available through the current retiree dental and vision plans). However, this
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approach would provide stand-alone rates for both active employees and early
retirees. Rates would reflect each group’s own plan experience and own associated
costs. However, economies of scale would be realized based on the two groups
being bundled together for purchasing power for fixed costs such as claims
administration, reinsurance, and network discounting. This approach has no
negative impact to the active plan, nor does it increase costs to the County in terms
of higher premiums or increased OPEB liability.

2. Contribute $200 per month towards the early retiree health plan premiums (the same
contribution level recommended for Medicare-eligible retirees) from the Retiree Health Trust
Fund until the funds are depleted, after which time 100% of the costs will be borne by the
retirees. The RHBC placed high importance on the equitable distribution of the remaining
trust fund reserves across all retirees in the health plan, whether Medicare-eligible or early
retiree.

3. Open up retiree health plan benefits to post-1998 employees/retirees in order to keep the
pool large enough to be sustainable as a group health plan and hopefully prevent the
“death spiral” effect of adverse selection. Mr. Darm from Mercer will be providing revised
cost estimates to the RHBC at their April 8" meeting as the estimates available during the
March 25" meeting assumed only pre-1998 eligible actives and retirees. This would not
incur costs for the County as the plan costs would be borne 100% by the retirees.

4. Place the following restrictions on post-1998 retiree participation in the early retiree health
plan:

a. If a retiree opts out of the plan they are not able to opt back in. This is intended to
mitigate the effects of adverse selection within the plan. However, upon reaching
Medicare eligibility age, the retiree could use Extend Health for enrollment into a
Medicare supplement plan.

b. These retirees not be eligible for County contributions from the existing reserve
funds, however, should excess earnings become available at some point in the
future, all retirees on the plan would benefit from any contributions made from future
excess earnings.

5. Fund the stabilization reserve for the early retiree plan over five years to minimize negative
impact on premiums. Over the last few years the active plan has maintained a premium
rate higher than the minimum required to cover costs in order to fund a stabilization
reserve. The retiree plan has not. The recommendation is that a stabilization reserve for
the retiree plan be funded over five years.

6. Leave the IBNR *“tail” reserves in the trust fund. The recommendation is made at the
suggestion of Retirement Administrator Jim Andersen, who is present today to answer
guestions the Board may have as to why this is the preferable method. The RHBC and
staff support this recommendation.

7. Consider any future impacts the Healthcare Reform Act may have when designing and
administering the new retiree health plan in order to take full advantage of any permanent
or temporary short-term reimbursements which may be used to lower costs to the retirees
participating in the plan.

8. Implementation date of both Medicare eligible and early retiree plan changes to be
August 1, 2010.

The RHBC also made the recommendation to take all recommendations for both Medicare-eligible
and early retirees to the Board for action on April 20, 2010. The purpose of this was to allow staff

Staff Report on Retiree Health Page 4
April 6, 2010





to organize and hold an informational meeting for retirees. Communication and outreach has
occurred through the participation of active members of AMCRE and written notifications, but staff
and the RHBC believe it important to have an open forum meeting where the recommendations of
the RHBC are presented to interested retirees and active employees before the Board takes final
action.

These recommendations were forwarded to the CEO on March 29 via memo from the Human
Resources Director, a copy of which is attached to this report.

Summary
CEO Angelo and staff desired to inform the Board of the efforts of the RHBC and provide a status

report. This enables the Board to review the information and provide any additional direction to
staff as we move towards finalizing the recommendations, specifically with respect to early retirees.
Staff is requesting the Board provide direction to begin the process of transitioning the Medicare
eligible retirees to Medicare Supplement plans through Extend Health. Attached to this report is an
implementation plan for the transition. Providing clear direction today will allow staff more time to
complete the transition and ensure an August 1, 2010 implementation date.

The effect of reducing the County contribution to $200 per month for all retirees currently on the
plan will be to extend the Retiree Health Insurance Trust Fund and allow County contributions to
continue for approximately 12 to 18 additional months beyond the current estimated fund
exhaustion date of December 2010. The actual number of additional months of funding will
depend upon the effective date of plan changes. Staff and the RHBC expect that any benefits from
the Healthcare Reform Act will be in place and will allow for continued reduction in costs to retirees
by the time the Retiree Health Insurance Trust Fund reserves are depleted.

The Board may wish to take the next two weeks to consider the information provided today, and
provide further direction and take additional action on April 20" with respect to any County
contribution levels for both Medicare-eligible and early retirees, the early retiree plan design, and
the other recommendations set forth above.

The RHBC's next meeting is scheduled for April 8" to finalize recommendations for early retiree
options.

Notifications

On March 8, 2010, staff attended an AMCRE Board of Director's meeting where RHBC member,
Dennis Huey, provided an overview of the recent activities of the RHBC. He reported that due to
higher claims activity, the depletion of the Retirement Health Insurance Reserve is now expected
to be by the end of 2010 not early 2011 as previously reported.

Staff sent out notification to all retirees and active employees who will qualify for retiree health
benefits on March 16, 2010 on the recent activities of County staff and the RHBC. The notification
also alerted retirees that in lieu of the development of an alternative funding source for the retiree
health plan, all plan costs will be required to be borne by the retirees in order to maintain the group
health plan. Retirees were told that this would occur in approximately January 2011, based on
current County contribution and plan experience rates.

RECOMMENDED ACTION:

Receive report and provide direction to staff to begin the transition of Medicare eligible retirees to
individual Medicare supplemental plans through Extend Health.
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County of Mendocino - Plan Comparison

Current Retiree Plan

In-Network

Out-of-Network

Proposed Retiree Plan

In-Network

Out-of-Network

General Plan Information

Benefits

Benefits

Benefits

Benefits

Annual Deductible/Individual $100 $100 $500 $500
Annual Deductible/Family $200 $200 $1,500 $1,500
Coinsurance 80% 60% 80% 60%
Office Visit/Exam 80% 60% 80% 60%
Outpatient Specialist Visit 80% 60% 80% 60%
Annual Out-of-Pocket Limit/Individual $1,100 $3,100 $4,000 $4,000
Annual Out-of-Pocket Limit/Family $2,200 $6,200 $8,000 $8,000
Deductible Included in Out-of-Pocket Limits Yes Yes Yes Yes
Lifetime Plan Maximum $2,000,000 $2,000,000 $2,000,000 $2,000,000
Outpatient Services
Preventive Services
Well-Child Care 80% 60% 100% 60%
Immunizations 80% 60% 100% 60%
Well Woman Exams 80% 60% 100% 60%
Mammograms 80% 60% 100% 60%
Adult Periodic Exams with Preventive Tests 80% 60% 100% 60%
Diagnostic X-Ray and Lab Tests for routine exam 80% 60% 80% 60%
Diagnostic X-Ray and Lab Tests 80% 60% 80% 60%
Maternity Care
Pregnancy and Maternity Care (Pre-Natal Care) 80% 60% 80% 60%
Inpatient Hospital Services
Inpatient Hospitalization 80% 60% 80% 60%
Yes, $200 Yes, $200 Yes, $200 Yes, $200
Pre-Authorization of Services Required deductible for non- | deductible for non- | deductible for non- | deductible for non-
precertification precertification precertification precertification
Semi-Private Room & Board; Incl. Services/Supplies 80% 60% 80% 60%
Surgical Services - Outpatient Facility Charge 80% 60% 80% 60%
. $50 copay, then $50 copay, then $50 copay, then $50 copay, then
Emergency Services - Emergency Room 80% 60% 80% 60%
Copay/Deductible Waived if Admitted No No Yes Yes
Urgent Care - Urgent Care Facility 80% 60% 80% 60%
Mental Health Benefits
Inpatient Care 80% 60% 80% 60%
Outpatient Care 80% 60% 80% 60%
Alcohol & Substance Abuse
Inpatient Hospitalization
Inpatient Detoxification Services 80% 60% 80% 60%
Outpatient Services
Prescription Drug Benefits
Generic 20% 20% $10 or 10% copay | $10 or 10% copay
Brand (Formulary/Preferred) 20% 20% $20 or 20% copay | $20 or 20% copay
Brand (Non-Formulary/Non-preferred) 20% 20% $30 or 30% copay | $30 or 30% copay
Number of Days Supply 30 days 30 days 30 days 30 days
Mail Order
Generic 20% 20% $20 copay $20 copay
Brand (Formulary/Preferred) 20% 20% $40 copay $40 copay
Brand (Non-Formulary/Non-preferred) 20% 20% $60 copay $60 copay
Number of Days Supply for Mail Order 90 days 90 days 90 days 90 days
Other Services and Supplies
Durable Medical Equipment & Prosthetic Devices 80% 60% 80% 60%
Home Health Care 80% 60% 80% 60%
Skilled Nursing or Extended Care Facility 80% 60% 80% 60%
. 100% $3000 100% $3000
Hospice Care Lifetime Max Lifetime Max 80% 60%
. . . 80% $2000 60% $2000
Chiropractic Services Calendar Year Max | Calendar Year Max 80% 60%
Acupuncture 80% $250 Calendar | 60% $250 Calendar 80% 60%
Year Max Year Max
Outpatient Rehabilitative Therapy Services
. 80% $2500 60% $2500
Physical Calendar Year Max | Calendar Year Max 80% 60%
Occupational 80% 60% 80% 60%
Speech 80% $2500 60% $2500 80% 60%

Calendar Year Max

Calendar Year Max

THIS CHART IS PROVIDED FOR COMPARISON PURPOSES ONLY THE SUMMARY PLAN DESCRIPTION CONTAINS FULL DESCRIPTION OF BENEFITS.
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RETIREE HEALTH BENEFITS
INFORMATIONAL MEETING

APRIL 12, 2010
Frequently Asked Questions
Q. What is the status of the County of Mendocino (the County) Retiree Health Plan?

A. The County of Mendocino retiree health plan is funded by the County and
reimbursed from excess earnings from the County’s retiree pension plan and retiree
contributions. It is anticipated that based on costs associated with the current
retiree health plan that the availability of excess earnings to reimburse the County’s
retiree health plan cost will be depleted by the end of the year 2010.

Q. What is the County proposing to do under the current status?

A. It is proposed that the County implement a strategy to maintain access to health
care for qualified Mendocino County retirees.

Q. What is that strategy?
A. It is proposed that the retiree health plan be changed as follows:

e Retirees eligible for Medicare will be offered a fully insured individual Medicare
supplemental or Medicare Advantage coverage through a Medicare
coordinator (Extend Health)

e Retirees eligible for Medicare can select coverage from 52 different carriers
offering over 1,000 Medicare supplemental or Medicare Advantage through
Extend Health.

e Retirees not eligible for Medicare will be offered self-funded coverage through
the County. The plan design will emulate the Plan Il of the County’s health
plan for active employees (see the benefit comparison handout for details in
the plan design).

e The County would provide a contribution $100 per month into a Health
Reimbursement Account (HRA) for Medicare eligible retirees as long as
excess earnings from the pension plan are available to reimburse the County.

e The County would provide a contribution $200 per month for non-Medicare
eligible retirees as long as excess earnings from the pension plan are available
to reimburse the County.





Q. When will this strategy be implemented?

A. It is proposed that the strategy be implemented for an August 1, 2010 effective
date.

Q. What will be the cost of coverage for the retirees?
A. It is proposed that the cost of coverage would be as follows:

e Retirees eligible for Medicare will be offered a variety of coverage through
Extend Health. It is anticipated that this coverage can cost anywhere from $25
per month to $380 per month depending on plan selection. The retiree cost
would be the cost of coverage. The County would provide $100 per month
towards that coverage.

e Retirees not eligible for Medicare will be offered self-funded coverage through
the County. It is anticipated that this coverage will cost $731.20 per month.
The retiree cost would be the cost of coverage. The County would provide
$200 per month towards that coverage. The retiree would pay the $531.20 per
month difference.

Q. What happens when the excess earnings from the pension plan are depleted and
not available to reimburse the County for retiree health?

A. The cost of coverage will be the responsibility of the retiree.

Q. How long will this strategy extend the County contribution towards retiree health
coverage?

A. It is projected that this strategy will extend the County contribution by 14 months
from the August 1, 2010 effective date.

Q. What happens if a retiree has ongoing medical conditions?

A. As a result of implementing this strategy no currently covered retiree would lose
coverage, would have coverage limited, nor be asked to pay an additional premium
to have their medical conditions covered.

Q. Who developed this strategy?

A. The County established a retiree health benefit committee which worked with the
County and the County’s health benefit consultant to develop this strategy.





Q. How was Extend Health for Medicare eligible retirees selected? How was the
County’s self-funded health plan selected for the non-Medicare eligible retirees?

A. The County placed the retiree health plan coverage out to bid for both self-funded
and fully-insured coverage. Extend Health was selected from this process for the
Medicare eligible retirees. No viable options outside of the County’s self-funded
health plan was available for the non-Medicare eligible retirees.

Q. Who is Extend Health?

A. Extend Health is a Medicare Coordinator headquartered in the Salt Lake City,
Utah region. They assist Medicare eligible retirees in the selection, service, and
delivery of Medicare supplemental plans and Medicare Advantage plans.

Q. Do | have to go through Extend Health for coverage if | am Medicare Eligible?

A. If you are Medicare eligible, you are required to go through Extend Health for
coverage in order to receive the County contribution.

Q. How do | work with Extend Health?

A. Extend Health will be at the County during the open enroliment process to assist
retirees. Additionally, service advisors are available telephonically. Extend Health
will work with you, your family members or any other advisors you may use for
making these decisions. Extend Health is able to help you select the most
appropriate coverage based on your location, the healthcare providers you use and
the medications you use. More information will become available on the
implementation and communication process once the County has contracted with
Extend Health.

Q. When will the County decide to implement this strategy and contract with Extend
Health?

A. It is proposed that the County Board of Supervisors will vote on this strategy on
Tuesday, April 20, 2010.

Q. Will the proposed strategy include post 1998 retirees?

A. It has been proposed that the strategy be offered to post-1998 retirees excluding
the County contribution.






DATE

APRIL 2010
MAY 1, 2010
JUNE 2010
JUNE/JULY 2010
JUNE/JULY 2010

JULY 2010

JULY 2010

AUGUST 2010

EXTEND HEALTH
INDIVIDUAL SUPPLEMENTAL HEALTH PLANS

IMPLEMENTATION SCHEDULE

ACTION
EXTEND HEALTH MEETS WITH COUNTY
PRODUCTION & DISTRIBUTION OF COMMUNICATION MATERIALS
GETTING STARTED GUIDE/ENROLLMENT KIT FROM EXTEND HEALTH
APPOINTMENTS & PARTICIPANT OUTREACH FROM EXTEND HEALTH
PARTICIPANT ENROLLMENT

NO RETIREE LEFT BEHIND REMINDER NOTICE/OUTBOUND FOR NON-
ENROLLED

HEALTH REIMBURSEMENT ACCOUNT (HRA) WELCOME GUIDE FROM
EXTEND HEALTH

FINAL NOTICE TO THOSE NOT ENROLLED






HEALTH CARE REFORM TIMELINE
EMPLOYER-SPONSORED PLANS
March 31, 2010
Updated April 2, 2010

Highest Priorities:
Provisions that take effect in 2010 and 2011

Provision Employers Impacted Timing
Reflect accounting impact of eliminating 2013 tax Employers receiving Part | Immediate
deduction for retiree medical Part D subsidy on Q1 2010 | D retiree drug subsidy
financial statements payments
Extend federal income tax exclusion for employer- All employers who provide | Immediate

provided coverage for any child who has not turned 27 by
the end of the taxable year

coverage for adult
dependent children to end
of calendar year in which
child has not turned age
27 (e.g. under state laws
mandating extended
coverage in insured
plans/HMOs)

File for 80% reimbursement of high cost claims ($15,000
—90,000) for retirees and dependents over age 55 and
not Medicare eligible

» Plans must include programs to manage chronic and
high cost conditions

= Use of reimbursement limited; can not be taken into
general assets of employer

Employers offering retiree
medical plans

90 days following
March 23, 2010

Insurers must cap medical loss ratio at 85% for employers
with more than 100 employees and 80% for employers
with 100 or fewer employees

Insured plans

Plan years
beginning on or
after March 23,
2010

Offer coverage to covered employee’s children (married
or unmarried) to age 26 (regardless of marital status or
residence) if the child lacks access to other employer-
sponsored coverage

Eliminate pre-existing condition exclusions for covered
children under age 19

Eliminate lifetime maximums
(continued)

Restrict application of annual maximums for essential
health benefits to a dollar amount

Comply with prohibition of rescission of coverage

All employers, including
“grandfathered™ plans

Plan years
beginning on or
after September
23, 2010
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HEALTH CARE REFORM TIMELINE

EMPLOYER-SPONSOR
March 31, 201

ED PLANS
0

Updated April 2, 2010

Highest Priorities:
Provisions that take effect in 2010 and 2011 (continued)

Provision
Eliminate cost-sharing for certain preventive services

Eliminate requirements for pre-authorization of
emergency services

Eliminate requirements for pre-authorization or referral for
OB-GYN services

Allow enrollees to choose, rather than be assigned, a
participating primary care physician (may include
pediatrician)

Prohibit insured plans from discriminating in favor of
highly compensated employees

Comply with new appeal process requirements, including
mandated external appeal process

Employers Impacted

All employers that do not
have “grandfathered” *
plans

Timing
Plan years
beginning on or
after September
23, 2010

Eliminate reimbursements for over-the-counter non-
prescribed drugs

FSAs, HRAs and HSAs.

Increase HSA penalty from 10% to 20% for nonqualified
(non-health care, including OTC) distributions

All employers

Taxable years
beginning on or
after December
31, 2010

Implement Form W-2 reporting of health coverage cost
paid in prior year

All employers

Unclear whether
requirement will
apply to 2010 or
2011 coverage

Determine whether to participate in CLASS Act employee-
pay-all voluntary long term care program

All employers

January 1, 2011

High priority, but with uncertain timing

Provision

Auto-enroll new hires and all full-time employees unless
they opt-out (decline) coverage

Employers Impacted

Employers with 200 or
more full time equivalent
employees

Timing
Effective date is
unclear-- could
be immediate or
could be when
government
issues
regulations
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HEALTH CARE REFORM TIMELINE
EMPLOYER-SPONSORED PLANS
March 31, 2010
Updated April 2, 2010

Later obligations:
Provisions that take effect 2012-2014

Provision

Distribute standardized benefit statements to employees.
Does not change current SPD and plan document
requirements

Employers Impacted

Self-funded employers;
(employers with insured
benefits may need to
include with SPDs

Timing
March 23, 2012

Pay patient-centered outcomes research institute fee
($1/participant for plan years ending in fiscal year 2013;
$2/ participant for the 2nd year; and a formula thereafter)

All employers

Policy years or
plan year ending
after September
30, 2012

Sunsets in 2019

Cap FSA contributions at $2,500, (indexed for inflation for
tax years after December 31, 2013)

Increase employee portion of Medicare tax for employees
whose income exceeds $200,000 (individual) or $250,000
(couple)

All employers

Taxable year
beginning on or
after December
31, 2012

Provide notice to employees about the availability of
exchange coverage

All employers

March 1, 2013

Cover dependent children, single or married, to age 26
regardless of whether the child has access to other
employer coverage

Eliminate annual dollar limits

Eliminate pre-existing condition exclusions for all
participants

Eliminate waiting periods exceeding 90 days

Consider whether to increase HIPAA wellness program
incentive up to 30% of total cost of coverage

All employers, including
“grandfathered™ plans

Plan years
beginning on or
after January 1,
2014

Limit annual cost-sharing for non-preventive services to
high-deductible health plan (HDHP) limits

Provide coverage for clinical trial participation

All employers that do not
have “grandfathered™
plans

Plan years
beginning on or
after January 1,
2014

Be aware that insurers must provide guaranteed issue
and renewal (no action necessarily required)

Insured plans that do not
have “grandfathered™
status

Plan years
beginning on or
after January 1,
2014

Implement new reporting requirement (e.g., whether
coverage offered, lowest cost option, waiting period etc.)

All employers

January 1, 2014
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HEALTH CARE REFORM TIMELINE
EMPLOYER-SPONSORED PLANS
March 31, 2010
Updated April 2, 2010

Later obligations:
Provisions that take effect 2012-2014 (continued)

Provision

Comply with shared responsibility provisions (“free rider
surcharge") to offer affordable coverage to employees
working 30 or more hours per week or pay a penalty.

= Plans must pay 60% or more of covered cost

= Employee’s contribution must not exceed 9.5% of
household income

= Employers offering coverage that is unaffordable or
does not meet minimum standards pay an annual
penalty of $3,000 for each full-time employee
receiving income-based assistance for health

insurance exchange coverage. Penalties are capped

at $2,000 times total number of full-time employees
= Employers not offering coverage that have at least

one full-time worker receiving income-based premium
assistance to buy exchange coverage pay an annual
penalty of $2,000 per full-time employee (working 30
or more hours per week and excluding the first 30 full-
time employees)

No penalties for employees receiving free-choice
vouchers

Employers Impacted

Employers with 50 or
more full-time equivalent
employees

Timing
Taxable years
beginning on or
after December
31, 2013
(Penalties apply
beginning for
months following
December 31,
2013)

Offer vouchers to employees with household incomes at
or below 400% of the federal poverty level (FPL) if their
contribution for employer-sponsored coverage would

exceed 8% to 9.8% (may be clarified/ or amended to drop
to 9.5%) of household income.

Voucher amount is equal to highest (percentage)
employer contribution to any of its own plans

Vouchers must be used to purchase exchange-based
coverage, but employees could keep any excess
amounts

Employers who pay for
any portion of an
employer-sponsored plan

January 1, 2014
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HEALTH CARE REFORM TIMELINE
EMPLOYER-SPONSORED PLANS
March 31, 2010
Updated April 2, 2010

Lower Priority:
Provisions that take effect in 2018

Provision

40% excise tax on value of health coverage exceeding
$10,200/single and $27,500/family for active employees.
Employers determine aggregate value and apportion
shares among vendors.

= Coverage includes full cost of medical plans, on-site
clinics, health flexible spending accounts (FSA)
contributions, and employer health savings account
(HSA) contributions, but not stand-alone insured
dental or vision plans

= Thresholds higher for retirees, workers in high risk
professions, and multi-employer plans Thresholds
may be adjusted in some cases to consider age and
gender

=  Amount adjusted by CPI+1% in 2019 and CPI for
2020 and beyond

Employers Impacted
All employers

Timing
Taxable years
beginning on or
after December
31, 2017

*"Grandfathered Plans"

A grandfathered plan is one in place before March 23, 2010. The law does not explain how or when a
plan could lose grandfathered status. For example, it is not clear whether grandfathered status would be
lost if a plan design element is changed, when the network is changed from one carrier to another, or

when a new plan is introduced.
Collectively bargained coverage

For coverage maintained under a collective bargaining agreement (CBA) ratified before March 23, 2010,
all new coverage and cost-sharing rules apply on the termination date of the last CBA relating to the
coverage. Any coverage amendment to a CBA to comply with these rules will not be treated as

terminating the CBA.
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Benefits of Extend Health
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Benefits to County of Mendocino Retirees

o Better or similar benefits for lower costs

» Personal licensed and objective benefit advisors
providing unlimited support for each retiree

» Retiree evaluation and enrollment support enabling each retiree
to make informed and confident health coverage choices

» Access to the largest Medicare Plan Exchange including over 50
carriers — medical, Rx, dental and vision plans — over 100,000
plan options

* Plan options personalized to each retiree’s needs (doctor
preferences, medications, lifestyle)

 Guaranteed Benefits and Plan Premiums

v' Regardless of health status retiree has access to all plans at
the same rate as even the most healthy retiree

2 AV
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Benefits to County of Mendocino Retirees

» Sophisticated — yet simple — tools and technology to help assess
individual needs and preferences (including full-service website)

» Unbiased service model that shields retirees from
“predatory” marketing tactics

* Full enrollment support — no need to navigate the system alone or
fill out an enrollment form

* Flexibility to change plans on annually

« Administer healthcare $ - each retiree N *g#tﬁ- v VR
has his/her own tax-free HRA account H\ o

_=.
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Benefits to County of Mendocino Retirees

* Retiree chooses how he/she uses their HRA funds
v' County provides funding contribution based on eligibility

v Flexibility to get reimbursed for any qualified healthcare
expense — including premiums, out of pocket costs, Medicare
Part B premium, OTC medications, etc

v Funds are available on a “tax-free” basis

v" Unused funds rollover each calendar year

o Lifetime post-enrollment support and advocacy

4 AV
ExtendHealth
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COUNTY OF MENDOCINO

RETIREE HEALTH BENEFITS COMMITTEE
RECOMMENDATIONS ON RETIREE HEALTH BENEFTIS

RETIREE INFORMATIONAL MEETING APRIL 12, 2010
The Retiree Health Benefits Committee met on April 8, 2010 and revised its prior recommendation to
the County Executive Office for maintaining access to health care for qualified Mendocino County
Retirees.

RHBC Recommendations — Medicare Eligible Retirees

1. Medicare eligible retirees on the County self-funded plan be transitioned to individual Medicare
supplemental plans using Extend Health as the Medicare Coordinator service provider.

2. Subject to the availability of funds in the Retiree Health Insurance Trust Fund, a County
contribution of $100.00 per Medicare eligible retiree per month be provided to retirees to offset
the retiree costs for a supplemental insurance plan.

3. Subject to the availability of funds in the Retiree Health Insurance Trust Fund, a County
contribution of $4.00 per retiree account per month service charge for the maintenance of the
Health Reimbursement Account (HRA). Extend Health requires that any County contribution
be placed in an HRA. There is a $4.00 monthly charge per retiree account HRA maintenance
fee.

4. Recommendation for implementation date of Medicare eligible retiree transition to be
August, 2010 after a 90-day notification period informing retirees of any plan changes.

RHBC Recommendations - Early “Non-Medicare Eligible” Retirees

The RHBC voted unanimously to make the following recommendations regarding the Non-Medicare
Eligible or early retiree health plan to the CEO:

1. Modify the retiree health plan to mirror the Active Plan Il in terms of level of benefits for the
medical plan only (dental and vision not included, however still available through the current
retiree dental and vision plans), putting the early retirees on the Active Plan but retaining
separate, stand-alone rates for early retirees. Rates would reflect each group’s own plan
experience and own associated costs.

The RHBC recognizes that economies of scale would be realized based on the two groups
being bundled together for purchasing power for fixed costs such as claims administration,
reinsurance, and network discounting. This approach has no negative impact to the active
plan, nor does it increase costs to the County in terms of higher premiums or increased
OPERB liability.

2. Contribute $200 per month towards the early retiree health plan premiums (approximately 277
retirees) from the Retiree Health Trust Fund until the funds are depleted, after which time
100% of the costs will be borne by the retirees.

3. Open up retiree health plan benefits to post-1998 employees/retirees in order to keep the pool
large enough to be sustainable as a group health plan and hopefully prevent the “death spiral”






effect of adverse selection. This would not incur costs for the County as the plan costs would
be borne 100% by the retirees. The RHBC recommends an implementation or effective date
of January 1, 2011, allowing currently retired, post 1998 retirees the one-time opportunity to
opt into plan during the County’s normal open enrollment process.

4. Place the following restrictions on post-1998 retiree patrticipation in the early retiree health
plan:

a. If a retiree opts out of the plan they are not able to opt back in. This is intended to
mitigate the effects of adverse selection within the plan. However, upon reaching
Medicare eligibility age, the retiree could use Extend Health for enrollment into a
Medicare supplement plan.

b. These retirees not be eligible for County contributions from the existing reserve funds,
however, should excess earnings become available at some point in the future, all
retirees on the plan would benefit from any contributions made from future excess
earnings.

5. Fund the stabilization reserve for the early retiree plan over five years to minimize negative
impact on premiums. Over the last few years the active plan has maintained a premium rate
higher than the minimum required to cover costs in order to fund a stabilization reserve. The
retiree plan has not. The recommendation is that a stabilization reserve for the retiree plan be
funded over five years using a surcharge of approximately $28.66 (assuming plan design
change to mirror Active Plan Il) which would be added to the non-Medicare eligible retirees’
premium.

Leave the Incurred But Not Reported (IBNR) “tail” reserves in the trust fund.

Consider any future impacts the Healthcare Reform Act may have when designing and
administering the new retiree health plan in order to take full advantage of any permanent or
temporary short-term reimbursements which may be used to lower costs to the retirees
participating in the plan.

8. Implementation date for early retiree (non-Medicare eligible) plan changes to be August 1,
2010.

9. Establish a Committee responsible for the development and implementation of a
communication plan so that all retirees are adequately informed on plan changes.

10. Establish a Committee to review and recommend wellness incentives to the Retiree Health
Plan as a cost saving measure with a possible implementation date of January 2011.

Summary:

The effect of reducing the County contribution to $200 per month for early retirees and $104 per
month for Medicare eligible retirees currently on the plan will be to extend the Retiree Health
Insurance Trust Fund and allow County contributions to continue for approximately 14 additional
months beyond the proposed implementation date of August 2010.





