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Board of Education 

Vernon Hal, Senior Business Officer 
Rebecca Cingolani, Risk Management Offier 

September 27, 2017 

Community Schools, Thriving Students 

Amendment No. 1 to Oakland Unified School District Segal Consulting Agreement 

Approval by the Board of Education of Amendment No. 1 to the Oakland Unified School 
District Segal Consulting Agreement between the Oakland Unified School District and 
Segal Company, a Maryland corporation . Services to be primarily provided to Risk 
Management. Amendment No. 1 extends the term through June 30, 2018 and replaces 
Section 20 of the original contract. 

On June 25, 2014, the Oakland Unified School District Board of Education approved a 
contract for benefits consulting with Segal Consulting for the term of July 1, 2014 through 
June 30, 2017 (Enactment No. 14-1342). Amendment No. 1 extends the term through 
June 30, 2018 and replaces Section 20 of the original contract. 

The District provides more than $55 million per year worth of health and welfare benefits 
to its employees. Those benefits are provided through insurance contracts and self­
insured programs that are administered by the Employee Benefits function of Risk 
Management. Risk Management engages a benefits broker/consulting firm to assist in the 
review of current programs, placement and annual renewal of coverages, and related 
problem solving assistance. 

Approval by the Board of Education of Amendment No. 1 to the Oakland Unified School 
District Segal Consulting Agreement between the Oakland Unified School District and 
Segal Company, a Maryland corporation . Services to be primarily provided to Risk 
Management. Amendment No. 1 extends the term through June 30, 2018 and replaces 
Section 20 of the original contract. 

Fund 67 (Employee Benefits), not to exceed $195,000 annually. 

• Amendment No. 1 to Oakland Unified School District Segal Company Consulting 
Agreement 

• Copy of original contract 

www.ousd.org 
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CONTRACT JUSTIFICATION FORM 
This Form Shall Be Submitted to the Board Office 

With Every Consent Agenda Contract.  

Legislative File ID No. 

Department:  

Vendor Name:  

Contract Term:  Start Date:  End Date: 

Annual Cost: $ 

Approved by:  

Is Vendor a local Oakland business?   Yes ___ No ___ 

Why was this Vendor selected?  

Summarize the services this Vendor will be providing. 

Was this contract competitively bid?   Yes ___ No ___ 

If No, answer the following: 

1) How did you determine the price is competitive?

17-2030

Risk Management

Segal Consulting

                  7/1/17                   6/30/18

195,000.00

Risk Management Officer

It has been a long standing practice of Risk Management to engage a benefits broker/consulting firm to assist in its management of 
more than $55 million per year worth of health and welfare benefits to its employees.  

In 2014, representatives of the Health Benefits Improvement Committee (HBIC) interviewed bidders and, after a process of 
ballot/ranking, interviews and final elimination, the HBIC selected Segal Consulting due to the firm's record of professionalism, 
technical knowledge,  transparency in compensaton and willingness to place 100% of its compensation at risk.     

Segal Consulting will assist Risk Management in managing the District's heatlh and welfare benefits programs offered to its 
employees by reviewing current programs, placement and annual renewal of coverages, and related problem solving assistance.  

✔

✔
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2) Please check the competitive bid exception relied upon:

___ Educational Materials

___ Special Services contracts for financial, economic, accounting, legal or
administrative services 

___ CUPCCAA exception (Uniform Public Construction Cost Accounting Act) 

___ Professional Service Agreements of less than $87,800 (increases a small 
amount on January 1 of each year) 

___ Construction related Professional Services such as Architects, DSA Inspectors, 
Environmental Consultants and Construction Managers (require a “fair, competitive 
selection process)  

___ Energy conservation and alternative energy supply (e.g., solar, energy 
conservation, co-generation and alternate energy supply sources) 

___ Emergency contracts [requires Board resolution declaring an emergency] 

___ Technology contracts 

___ electronic data-processing systems, supporting software and/or services 
(including copiers/printers) over the $87,800 bid limit, must be competitively 
advertised, but any one of the three lowest responsible bidders may be 
selected  

___ contracts for computers, software, telecommunications equipment, 
microwave equipment, and other related electronic equipment and apparatus, 
including E-Rate solicitations, may be procured through an RFP process 
instead of a competitive, lowest price bid process  

___ Western States Contracting Alliance Contracts (WSCA) 

___ California Multiple Award Schedule Contracts (CMAS) [contracts are often 
used for the purchase of information technology and software] 

___ Piggyback” Contracts with other governmental entities 

___ Perishable Food 

___ Sole Source 

___ Change Order for Material and Supplies if the cost agreed upon in writing does 
not exceed ten percent of the original contract price 

___ Other, please provide specific exception 





5. Certification Regarding Deharmmt, Suspension, Ineligibility and Voluntary 

Exclusion: Thl' Districl cert i lies to the best or its k11owlcdge and belier: that it and its 
principnls : /\re not presently debarred. suspended, prnposed for debar1lle11t , dedan;d 
ineligible. or voluntal'ily c.,dudcd from covcreci 1rnnsactit111s by any Federal dcpart111c111 or 
CONTRACTOR according to Federal /\cquisitio11 Regulation Subpart <).4. and by signing 
this contract. verifies that this vc11clo1 does nut appear on the Exclllded Parties List. 
h.W1s ://www .sa111 .gov. 

6. Except as amended above, all other provisions of the Agreement remain in full force and 
effect. 

7. All understandings, agreements, covcna11ts, and representations express or implied, oral or 

written between the Parties arc contained and merged herein. No other agreements, 
covenants, or representations, express or implied, oral or written, have been made by or 
between the Patties concerning the subject of this Amendment. This is an integrated 
agreement. It may not be altered, modified or otherwise changed in any respect except in a 
writing signed by all parties. 

Oakland Unified School District 

Rebecca Cingaloni 
Risk Officer, OUSD 

Date: f / J-0 /I 7 

Approved as tofom1: 

Date~~ 

Marion McWillinms. Gcncrnl Counsel 

Oakland !Jnified Schon( District 

Segal Consulting 

~ - /~ 
Robert Mitchell 
Vice-President, Segal Consulting 

Date: 

o. 1 to Segal Consultin~en..,.A,,,......,.?loo_~-~~ 

--...J.-.:::..- p~..:~----- Kyla R. fohnson•Tra-mmell 
James Harris Secretary, Board of EducatJon ; 

President, Board of Education 

2 
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~OAKLAND UNIFIED '=' SCHOOL DISTRICT 

Board of Education 

Community Schools, 
Thriving Students 

Vernon Hal, Deputy Superintendent of Business and Operations 
Ruth Alahydoian , Chief Financial Officer 
Jerry Johnson, Risk Management Officer 

June 25, 2014 

Approval by the Oakland Unified School District Board of Education of an 
Employee Benefits Consulting Services Agreement 

Approval by the Board of Education of an Employee Benefits Consulting Services 
Agreement between the District and The Segal Company ("Segal") in an amount 
not to exceed $195,000 annually, for the period of July 1, 2014 through June 30, 
2017. 

The District provides more than $55 million per year worth of health and 
welfare benefits to its employees. Those benefits are provided through 
insurance contracts and self-insured programs that are administered by the 
Employee Benefits function of Risk Management. 

Risk Management engages a benefits broker I consulting firm to assist in the 
review of current programs, placement and annual renewal of coverages, and 
related problem solving assistance. 

The District's current benefits broker has been in place for more than a decade 
without formal consideration of other possible vendors . 

District staff issued an RFP on March 11, 2014 to the incumbent benefits broker 
and other firms on an approved bidder list. Five proposals were received by the 
due date of March 28th. 

Representative leaders from the District's labor unions, along with District staff 
from Human Resources, Risk Management and Labor relations came together in 
the forum of the Health Benefits Improvement Committee ("HBIC") to interview 
all five bidders and rank them through an open ballot process. 

Three rounds of extensive interviews were conducted, during which the 
incumbent and three other bidders were eliminated. Through each stage of the 
process, Segal emerged as the clear, and ultimately unanimous, consensus 
choice of both labor leadership and the District's staff. 



Recommendation 

Fiscal Impact 

www.ousd .k12.ca .us 

~OAKLAND UNIFIED 
~ SCHOOL DISTRICT 

Community Schools, 
Thriving Students 

The HBIC was impressed with Segal 's professionalism, technical knowledge, 
overall rates of, and transparency in , compensation . Of particular note was 
Segal 's willingness to place 100% of its compensation at risk, subject to periodic 
performance review by the HBIC. 

Approval by the Board of Education of the Employee Benefits Consulting Services 
Agreement with Segal in an amount not to exceed $195,000 annually, for the 
period of July 1, 2014 through June 30, 2017. 

Fund 76 (Employee Benefits) , not to exceed $195,000 annually. This amount 
represents an annual, ongoing savings of not less than $35 ,000 over the 
incumbent agreement. 















27. DULY AUTHORIZED SIGNATURES 

For the Client: 

The undersigned, Jerry Johnson is Risk Management Officer of Oakland Unified School 
District and as such has been duly authorized by the Client to sign this Agreement on behalf 
thereof. 

For Segal: 

The undersigned representative of Segal and as such is duly authorized to sign this 
agreement in behalf thereof, thereby binding Segal to the provisions of this Agreement. 

Certification Regarding Debarment, Suspension, Ineligibility and Voluntary 
Exclusion OUSD or the District verifies that Segal does not appear on the Excluded Parties List 
at http://www.epls.gov/epls/search.do 

IN WITNESS THEREOF, the parties have executed this Agreement as of the date hereinabove 
set forth. 

Oakland Unified School District 

f) . lfrp t -U-11 
Sec t ry, oard of Education 
Oakland Unified School District 

File ID Number:/4- !5r2 g 
Introduction Date:& -Z,5-i1 
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 Benefits, Compensation and HR Consulting. Member of The Segal Group. Offices throughout the United States and Canada 
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Proposal to Provide Health & Welfare Brokerage and Consulting Services 
March 28, 2014 
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CONVERSION TIMELINE 

(AS REQUESTED BY THE DISTRICT) 

 

  



 

 1
 

APPENDIX B:                
Conversion Timeline 

 
Please provide a timeline as described in the instructions. At a minimum, indicate 
approximate timing during which tasks identified in Column C would be performed. 

 
Category/Task Responsibility Timing 

Task 1 – Plan Design Changes 

1.1. Pricing plan design 
changes 

Lead Consultant 
Health Manager 

 
As requested (Ad hoc) 

Task 2 – Financial Information Flow 

2.1. Educate OUSD on 
pros/cons of self-funding 
and/or pooling with a JPA 
or trust for medical PPO 
and Rx 

Lead Consultant 
Co-Consultant 

12-15 months prior to planned effective date 

2.2. Determine a) if OUSD is a 
good candidate for self-
funding and/or pooling 
with a JPA or trust for all 
aspects of benefit and b) 
options for addressing 
self-funded Keenan Delta 
Dental pool in the event 
that Keenan no longer 
serves as 
broker/consultant. 

Lead Consultant 
Co-Consultant 
HBA Manager, Actuary 

12-15 months prior to planned effective date 

2.4. Perform actuarial analysis 
for self-funded and/or 
pooling with a JPA or trust 
plan. 

HBA Manager, Actuary 9 months prior to planned effective date 

2.6. Calculate the accrual 
funding rates 

HBA Manager, Actuary 9 months prior to planned effective date 

2.7. Determine the appropriate 
reserving (IBNR) levels 

 

HBA Manager, Actuary 
Technical Health Unit 

9 months prior to planned effective date 

Task 3 – Business Partner Management 

3.1.1 Determine 
advantages/disadvantages 
of procuring a 3rd party 
stop loss vendor. 

Lead Consultant 
Co-Consultant 
 

12 months prior to planned effective date 

3.1.2 Determine range of stop 
loss deductible would you 
recommend for a group 
with >5,000 members. 

Lead Consultant 
Co-Consultant 
 

10-12 months prior to planned effective date 

3.2 Determine network 
discount 

Lead Consultant 
Co-Consultant 

9 months prior to planned effective date 
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Category/Task Responsibility Timing 

advantages/disadvantages 
between networks 

HBA Manager, Actuary 
Technical Health Unit 

3.3 Determine advisability and 
feasibility of self-insuring 
through Kaiser 

 

Lead Consultant 
Co-Consultant 
 

7-9 months prior to planned effective date 

3.4 RFP for TPA Lead Consultant 
Co-Consultant 
HBA Manager, Actuary 
Technical Health Unit 

7-9 months prior to planned effective date 

3.5 RFP for any other vendor 
services 

Lead Consultant 
Co-Consultant 
HBA Manager, Actuary 
Technical Health Unit 

7-9 months prior to planned effective date 

Task 4 – Internal Resource Management  

4.1 Work with the District to 
ensure appropriate health 
fund accounting and 
reporting throughout 
conversion to self-
insurance. 

Lead Consultant 
Co-Consultant 
HBA Manager, Actuary 
Technical Health Unit 

9 months prior to planned effective date through 
implementation 

4.3 Define and staff any 
additional consulting roles 
to support joint labor-
management operations 

4.3.1 Legal counsel 

4.3.2 Board administrator 

4.3.3 Integrator 

4.3.4 Any other vendors 
necessary 

 

Lead Consultant 

Co-Consultant 

3-9 months prior to planned implementation 

4.4 Determine advisability and 
plan for converting plan 
year from fiscal year to 
calendar year 

 

Lead Consultant 
Co-Consultant 

12 months prior to planned effective date 

4.5 Determine plan for 
improving cash-in-lieu 
option 

Lead Consultant 
Co-Consultant 
HBA Manager, Actuary 
Technical Health Unit 

4-6 months prior to planned effective date 
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SEGAL TEAM BIOGRAPHIES AND RESUMES 

 

 

  



 

 
 

 

THOMAS M. MORRISON, JR.
Senior Vice President,

Health and Retirement Plan Consultant, Los Angeles
 

Expertise 

Mr. Morrison has over 30 years of experience in health care consulting, with specific expertise in 
the areas of managed care, custom PPO networks, prescription drug cost management, plan 
design and funding innovations. He has completed extensive project work in the areas of retiree 
medical plan design and funding, paid time-off and integrated disability management plans for 
multiemployer, public sector, and corporate clients throughout the United States. As the Industry 
Group Leader for the Entertainment Industry, Mr. Morrison constantly monitors relevant 
legislation, trends, and developments to ensure that Segal’s Entertainment clients are prepared 
and informed. 

Education/Professional Designations 

Mr. Morrison received a BA in Finance and Accounting and Music Composition from the 
University of Miami, an MA in Music Composition and Orchestration from the University of 
Miami and an MBA from Indiana University. 

 

 

  

 Benefits, Compensation and HR Consulting Offices throughout the United States and Canada THOMAS M. MORRISON, JR. 
tmorrison@segalco.com 
818.956.6777 
www.segalco.com 

Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms  
 



 

 
 

 

ROBERT MITCHELL, CEBS
Consultant, Los Angeles 

 

Expertise 

Mr. Mitchell is a Consultant in Segal’s Los Angeles office with over ten years of experience 
working with employee benefits, group health insurance, and retirement plans. He provides 
proactive consulting to his clients and is an expert in all aspects of the design, financing, bidding, 
and communications of employee and retiree health and welfare benefits for Public Sector and 
Taft-Hartley clients. Mr. Mitchell’s responsibilities include the analysis of technical data and 
negotiation with insurance companies and network administrators. 

Professional Background 

Prior to joining Segal, Mr. Mitchell’s work experience included financial planning for 
individuals and small businesses and underwriting group health insurance for companies of all 
sizes.   

Education/Professional Designations 

Mr. Mitchell received a BS from the University of Findlay, Ohio, with three independent majors 
in Finance, Marketing, and Business Management and minors in Economics and International 
Business.   

He also completed the Certified Employee Benefit Specialist (CEBS) program from the Wharton 
School of the University of Pennsylvania in 2009. Within the CEBS program, he obtained the 
Group Benefits Associate (GBA) certification in 2008 and the Retirement Plans Associate (RPA) 
certification in 2009.   

Mr. Mitchell has obtained his California Life Agent License.  

 

 
  

 Benefits, Compensation and HR Consulting Offices throughout the United States and Canada ROBERT MITCHELL 
rmitchell@segalco.com 
818.956.6744 
www.segalco.com 

Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms  
 



 

 
 

 

GITA RAGHAVAN, ASA, MAAA
Vice President, 

Manager, Health Benefit Advisors, Los Angeles
 

Expertise 

Ms. Raghavan joined Segal’s Los Angeles office in 2001 as Manager of the Group Benefits 
Department. She was named Vice President in 2005.  Ms. Raghavan’s responsibilities include 
performing actuarial analysis, developing cost projections and providing high level strategic 
consulting. 

Professional Background 

Prior to joining Segal, Ms. Raghavan worked in the actuarial department of a large, publicly 
traded managed health care company. She has also worked in a managerial position for a leading 
network contracting organization and as a team member at the country’s largest Medicaid Health 
Maintenance Organization, where she gained extensive experience in negotiating medical 
reimbursement rates. 

Education/Professional Designations 

Ms. Raghavan has an MA in Mathematics from the University of Madras. She is an Associate of 
the Society of Actuaries and a Member of the American Academy of Actuaries, and has obtained 
a California Life Agent License. 
  

 Benefits, Compensation and HR Consulting Offices throughout the United States and Canada GITA RAGHAVAN  
graghavan @segalco.com 
818.956.6711 
www.segalco.com 

Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms  
 



 

 
 

 

NANCY TOPPING
Vice President, Health Benefits, Los Angeles

 

Expertise 

Ms. Topping is a Vice President in Segal’s Los Angeles office with over 35 years of experience 
working with group benefits plans. Her responsibilities include performing statistical analyses of 
health benefit programs, preparing requests for proposal and bid analyses, premium and 
experience review, conducting self funding studies, preparing financial projections, benefit plan 
design and other group benefit and cost management services. As a senior member of the Health 
Benefits Department, Ms. Topping peer reviews the work of her colleagues. 

Ms. Topping works with both local and national multiemployer clients as well as public sector 
clients (including school districts and city, county and state government benefit plans). 

Professional Background 

Ms. Topping joined The Segal Company’s Los Angeles office as a Group Benefits Analyst in 
1977. In 1983, she became Manager of the Group Benefits Department. Ms. Topping was named 
Vice President in 1989. Prior to joining Segal, she served as a Health Benefits Underwriter for a 
major insurance company for five years. 

Education/Professional Designations 

Ms. Topping attended Pasadena City College, majoring in Business. She is a state-licensed Life, 
Accident and Health Agent. 
  

 Benefits, Compensation and HR Consulting Offices throughout the United States and Canada NANCY TOPPING 
ntopping@segalco.com 
818.956.6752 
www.segalco.com 

Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms  
 



 

 
 

 

DALJIT JOHL, PHARMD  
Pharmacy Benefits Consultant, San Francisco

 

Expertise 

Dr. Johl is a Pharmacy Benefits Consultant in Segal’s San Francisco office, supporting the West 
Region. She has more than 20 years of experience in pharmacy benefits. Dr. Johl is a member of 
Segal’s National Pharmacy Consulting Practice and assists clients in optimizing benefit design 
and formularies. She also serves as an expert in client management, strategic planning, PBM 
clinical programs, product and formulary strategies and analysis of prescription data. Dr. Johl 
provides clinical consulting, analysis, support and strategic direction for clients nationally. She 
focuses on assisting Segal clients in vendor selection and implementation, contract negotiation, 
and clinical program development.  

Professional Background 

Prior to joining Segal, Dr. Johl served as a Clinical Program Manager for a PBM, where she 
utilized her clinical expertise to develop strategies for employers to optimize their prescription 
drug benefits. Prior to that, she worked as a benefits specialist at Blue Shield of California. Dr. 
Johl also worked as a manager at Statscript pharmacy, specializing in drug management and 
education in the HIV community. 

Education/Professional Designations 

Dr. Johl holds a Doctor of Pharmacy degree from the University of California, San Francisco, 
and a BS in Biology from California State University (Chico, CA). She is a registered 
Pharmacist and an active member of the Academy of Managed Care Pharmacy (AMCP), where 
she serves on the Community Pharmacy Outreach Advisory Council. 

 
  

 Benefits, Compensation and HR Consulting Offices throughout the United States and Canada DALJIT JOHL 
djohl@segalco.com 
415.263.8258 
www.segalco.com 

Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms  
 



 

 
 

 

KATHRYN BAKICH, JD
Senior Vice President, National Health Compliance 

Practice Leader, Washington, DC
 

Expertise 

Ms. Bakich is a Senior Vice President in Segal’s Washington, DC office with over 20 years of 
experience in health care compliance. She is the firm’s National Health Compliance Practice 
Leader.  

Ms. Bakich is one of the country’s leading experts on employer sponsored health coverage. She 
specializes in providing research and analysis on federal laws and regulations affecting health 
coverage, including: ERISA, Medicare, HIPAA, COBRA, the Newborns’ and Mothers’ Health 
Protection Act, the Mental Health Parity Act, and the Women’s Health and Cancer Rights Act.   

Ms. Bakich is a recognized expert on the Patient Protection and Affordable Care Act passed in 
2010. She speaks regularly about the law, helps plan sponsors understand its short and long term 
effects on their plans, and assists clients with preparing comments on the legislation for 
submission to regulatory Departments (Treasury, Labor, and Health & Human Services). 

Ms. Bakich leads the Segal team responsible for publishing information about new health care 
laws and regulations, and trains internal staff on all legislation and related developments. She 
and her staff disseminate health compliance information, monitor federal and state laws and 
regulations, and prepare amendments for health plans and summary plan descriptions based on 
national models. 

Professional Background 

Prior to joining Segal, Ms. Bakich was an attorney in private practice representing 
multiemployer health plans and an appellate administrative law judge. 

Education/Professional Designations 

Ms. Bakich graduated in 1979 with a BA in Political Science, in 1982 with an MA in Public 
Policy, and in 1985 with a JD from the University of Missouri. She has been admitted to the Bar 
in the District of Columbia, United States Supreme Court, and multiple federal district and 
appellate courts. 

Ms. Bakich is a member of the Working Committee of the National Coordinating Committee for 
Multiemployer Plans (NCCMP), the Health Technical Issues Taskforce of the American Benefits 
Council (ABC), the Employers Council on Flexible Compensation (ECFC) Flex Advisory 
Council, and the American Bar Association (ABA). Ms. Bakich is co-chair of the ABA Joint 
Committee on Employee Benefits Subcommittee on Welfare Plan Regulation. She was also 
appointed to the Government Liaison Committee of the International Foundation of Employee 
Benefit Plans (IFEBP). Ms. Bakich was named a Fellow of the American College of Employee 
Benefits Counsel in 2012. 



 

 
 

Published Works/Speeches 

Ms. Bakich has published multiple articles about employee health and welfare benefits, including 
a series of articles discussing HIPAA Administrative Simplification, EDI, and Privacy in the 
Benefits Law Journal. She is a co-author of the Employers’ Guide to HIPAA Privacy 
Requirements, published by Thompson Publishing Group, and a chapter editor of Employee 
Benefits Law. Ms. Bakich speaks regularly on issues related to group health plans.  
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www.segalco.com 

Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms  
 



 

 
 

 

NANCY R. HAKES, RN, MSN
Vice President, Health Care Benefits Consultant, Phoenix

 

Expertise 

Ms. Hakes is a Vice President and Health Care Benefits Consultant in Segal’s Phoenix office. 
She is the Company's technical expert on operational issues regarding managed care. Ms. Hakes 
provides detailed research on specific health care issues pertinent to medical coverage, plan 
design, and quality of care, including disability; workers’ compensation; wellness and associated 
incentive programs; EAP and behavioral health; prescription drugs; disease management; 
telephonic nurse triage programs; and utilization management. She is skilled in analyzing the 
effectiveness of health care delivery systems that guide managed care organizations. Ms. Hakes 
leads the development and maintenance of a proprietary Segal program, Q-ValSM, which allows 
plan sponsors to assess the extent to which managed care organizations (such as PPOs, POS and 
HMO plans) oversee and assure the delivery of quality health care to their plan participants. 

Ms. Hakes assists employers in the creation and interpretation of technical medical health care 
coverage language, the design of employee educational information, and the implementation of 
specific managed care techniques engineered to control health care costs. Additionally, as Health 
Compliance Manager for the West Region, she researches employee benefit laws and their 
impact on clients, creates plan amendments and writes plan documents. Ms. Hakes was 
instrumental in designing the medical text of the Segal Master Plan Document/Summary Plan 
Description for use with self-funded clients nationwide. Using her past experience as Chief 
Operating Officer of a nationwide managed health care review organization, she has developed 
techniques for assessing the comprehensiveness, effectiveness, progressiveness and quality of 
medical management organizations. 

Ms. Hakes performs analyses of medical records as part of her research of complex claims 
appeals. She additionally conducts assessments of operations and savings assumptions by 
medical management organizations nationwide, and reviews health records for issues involving 
cost and quality of care. Ms. Hakes has also customized return-to-work programs and 
performance guarantees for clients. She is experienced in complex case management and in 
designing reports that help detail the effectiveness of managed care organizations. 

Professional Background 

Prior to her 20 years with Segal, Ms. Hakes’ background as Director of Health Services and 
Quality Control for the Arizona division of a national HMO provided her with the expertise to 
assist Segal clients in the design, implementation, and analysis of unique risk-sharing 
arrangements for control of medical costs. 

Education/Professional Designations 

After graduating from the University of Arizona with a BS in Nursing and with an MS from the 
University of San Diego, Ms. Hakes spent over 10 years providing direct patient care as well as 
overall nursing unit management in a 650-bed teaching hospital in Southern California. She 



 

 
 

maintains licensure as a Registered Nurse in Arizona and, until 2004, worked in an urgent care 
center on weekends. 

Published Work/Speeches 

Recent articles by Ms. Hakes include: 

 “Thank You for Not Smoking,” Christopher Calvert and Nancy R. Hakes, Compensation & 
Benefits, December 2009 

 “Is Your Wellness Program a Scattershot Effort…or on Target to Serve Employees and the 
Organization?” Chris Calvert and Nancy R. Hakes, Perspectives, Volume 16, Issue 3, June 
2008 

  

 Benefits, Compensation and HR Consulting Offices throughout the United States and Canada NANCY R. HAKES 
nhakes@segalco.com 
602.381.4025 
www.segalco.com 

Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms  
 



 

 
 

 

JOHNNY WU
Associate Consultant, Los Angeles

 

Expertise 

Mr. Wu is an Associate Consultant in Segal’s Los Angeles office. He assists the Health and 
Retirement Practice on all technical, design, strategic, and actuarial matters related to client 
benefits and retirement plans. Mr. Wu contributes to team consulting engagements for public 
sector and Taft-Hartley clients in California and Hawaii. 

Professional Background 

Mr. Wu joined Segal in 2011 as an Associate. 

Education/Professional Designations 

Mr. Wu received a BA in Economics from the University of California, Irvine. He passed SOA 
exam C and is currently pursuing his ASA designation from the Society of Actuaries.  
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JESSICA KUHLMAN
Health Consultant, Los Angeles

 

Expertise 

Ms. Kuhlman is a Health Consultant in Segal’s Los Angeles office. Ms. Kuhlman’s 
responsibilities include analysis of technical data with regard to medical, dental and vision 
benefit plans in both traditional indemnity and managed care environments. She prepares budget 
projections, financial reports, plan pricing, claim cost and renewal analysis. Ms. Kuhlman is also 
involved with the preparation of requests for proposals and bid analyses for potential 
replacement of vendors. 

Professional Background 

Ms. Kuhlman joined Segal’s Houston office in 2004 as an actuarial intern before transitioning to 
her role as Health Benefits Analyst in 2005. She was promoted to Senior Health Benefits analyst 
in 2010. 

Education/Professional Designations 

Ms. Kuhlman received her BA in Mathematics and a Minor in Economics from the University of 
Southern California. She is pursuing an actuarial career and is taking exams offered by the 
Society of Actuaries. Ms. Kuhlman has obtained a California Life Agent License. 
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Health Benefits Analyst, Los Angeles

 

Expertise 

Ms. Chu joined The Segal Company in 2009 as a Health Benefits Analyst. Her responsibilities 
include analyzing technical data with regard to medical, dental and vision benefit plans in both 
traditional indemnity and managed care environments. Ms. Chu prepares renewal analyses, 
requests for proposals and bid analyses for the potential replacement of vendors. 

Professional Background 

Prior to joining Segal, Ms. Chu worked for Anthem Blue Cross for about three years as a Data 
Analyst. In this position, she was responsible for analyzing medical and pharmacy data for more 
than 180 medical groups in California. Ms. Chu created cost and utilization reports, performed 
annual pay for performance program calculation and reconciliation, and provided support for the 
contracting team and medical directors. 

Education/Professional Designations 

Ms. Chu received a BA from the University of Irvine, California, with a major in Economics and 
a minor in Educational Studies. She is a licensed California Life Agent (Life-Only and 
Accidental and Health Agent). 
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Health Benefits Analyst, Los Angeles

 

Expertise 

Ms. Yip is a Health Benefits Analyst in Segal’s Los Angeles office. She supports senior analysts 
with their projects, including analyzing technical data with regard to medical, dental and vision 
benefit plans in both traditional indemnity and managed care environments; preparing budget 
projections, financial reports, plan pricing, claim cost, renewal analysis, requests for proposals; 
and bid analyses for potential replacement of vendors. 

Professional Background 

Ms. Yip began her career at Segal as an Actuarial Analyst in the Retirement Practice before 
transitioning to her role as Health Benefits Analyst.  

Education/Professional Designations 

Ms. Yip received her BA from the University of California, Berkeley, with a double major in 
Economics and Statistics. She is an Associate of the Society of Actuaries and a Member of the 
American Academy of Actuaries. She is also licensed as a California Life Agent. 
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SAMPLE OF SEGAL’S PUBLICATIONS 

 2014 Segal Health Plan Cost Trend Survey 

 2012 Study of State Employee Health Benefits - Spring 2013  

 2014 TRENDS – 1st Quarter  

 Capital Alert “Final Rule Implementing the Affordable Care Act’s 90-Day Waiting Period 
Limit” – March 14, 2014 

 Bulletin “For 2014, Increases in Some IRS Dollar Limits and Social Security Figures"- 
November 2013 

  































TRENDS  Noteworthy Developments of Interest to Sponsors of Public Sector Health Plans

Health benefit plan cost trend rates projected 
for 2014 show the slowest growth in 14 years of 
trend forecasts.

Trend is the forecasted change in claims cost 
determined by insurance carriers, managed 
care organizations (MCOs), pharmacy benefits 
managers (PBMs) and third party administrators 
(TPAs). Trend can be influenced by a variety of 
factors including price inflation, the leveraging 
effect of copayments, cost shifting and utilization. 
The Consumer Price Index (CPI) is a measure of 
the average change in prices over time of goods 
and services purchased by households. The CPI 
for All Urban Consumers (CPI-U) is often used as 
an economic indicator.

Sources: 2014 Segal Health Plan Cost Trend Survey  
(http://www.segalco.com/publications/surveysandstudies/ 
2014trendsurvey.pdf) and Bureau of Labor Statistics for CPI 
(http://www.bls.gov/cpi/) 

TREND AND CPI

Copyright © 2014 by The Segal Group, Inc. All rights reserved.

For information about the strategies above or 
any of the developments discussed on this 
page, contact your Segal benefits consultant  
or send an e-mail to info@segalco.com

THE AFFORDABLE CARE ACT (ACA) AND  
COMPLIANCE NEWS

WHAT HEALTH PLAN SPONSORS ARE DOING TO  
MANAGE COSTS: SELECTED STRATEGIES

FIRST QUARTER 2014

1 See Segal’s Capital Checkup, “Guidance on Providing Preventive Services Required by the Affordable Care Act Through High-Deductible Health Plans”: 
http://www.segalco.com/publications-and-resources/public-sector-publications/capital-checkup/archives/?id=2422

2 See Segal’s Capital Checkup, “New Guidance Requires Immediate Action by Employers that Sponsor Health Reimbursement Arrangements”: http://www.
segalco.com/publications-and-resources/public-sector-publications/capital-checkup/archives/?id=2435

3 See Segal’s Health Care Reform Insights, “Agencies Continue to Clarify Rules on Coverage for Children”: http://www.segalco.com/publications/HCRI/ 
nov2010DepCov.pdf

4 See Segal’s Capital Checkup, “New Rules for Health FSAs and Cafeteria Plans”: http://www.segalco.com/publications-and-resources/ 
public-sector-publications/capital-checkup/archives/?id=2457

5 See Segal’s Capital Checkup, “2014 Medicare Premiums, Deductibles and Coinsurance”: http://www.segalco.com/publications/capitalcheckup/ 
2014Medicarenumbers.pdf

6 See http://www.gpo.gov/fdsys/pkg/FR-2013-12-24/pdf/2013-30553.pdf

Guidance addresses preventive services provided through high-
deductible health plans (HDHPs) paired with Health Savings 
Accounts (HSAs). Preventive services that the ACA requires non-
grandfathered plans cover at no cost to employees, will qualify as 
preventive care under the rules applicable to HDHPs and HSAs.1

A stand-alone Health Reimbursement Arrangement (HRA) 
that is not a retiree-only plan will violate the annual dollar-limit 
prohibition and, therefore, will not be permitted, effective with the 
plan year beginning on or after January 1, 2014. (Retiree-only HRAs 
do not have to comply with the annual dollar-limit rules).2 

Grandfathered group health plans that provide dependent 
coverage for children must offer that coverage to all adult 
children up to age 26, regardless of whether the adult child has 
other coverage, effective for plan years beginning on or after  
January 1, 2014.3

Modifications to health Flexible Spending Arrangements (FSAs) 
and Cafeteria Plans “use-it-or-lose-it” rule were announced. 
Cafeteria plans can also be amended by employers to carry over up 
to $500 for use during the next plan year.4

The Centers for Medicare & Medicaid Services (CMS) announced 
the 2014 standard Medicare Part B premium and deductible will 
remain unchanged from 2013. The Part A amounts will increase by 
less than 3 percent. Base Part D beneficiary premiums will increase 
slightly to $32.42.5

The government published a proposed rule that would expand 
the definition of “excepted benefits” on December 24, 2013, 
which would remove the requirement that dental/vision coverage  
be separately paid for (but would still need to be elected) in order to  
be a “limited scope”; provide for “wraparound” coverage that would 
not disqualify an individual from the premium assistance tax credit in  
a public Exchange; and clarify rules for Employee Assistance 
Programs (EAPs).6

The Health Care Reform Guide on Segal Consulting’s website 
links to all publications and other resources related to the ACA: http://
www.segalco.com/publications-and-resources/health-care-reform/

Examine the merits of private Exchange-based health benefit 
delivery models for participants and/or retirees. Consider 
the business rationale for such a model, understand how private 
Exchanges work and the advantages/disadvantages of implementing 
this type of program.

The ACA has changed Medicare Part D in ways that have 
significant implications for employers that provide prescription 
benefits to Medicare-eligible retirees. Employers that provide 
prescription drug benefits to their Medicare-eligible retirees can offer 
them an Employer Group Waiver Plan (EGWP). The ACA significantly 
expanded the subsidies to EGWPs, making them an attractive 
financial option. However, with an EGWP, significant plan changes 
may be needed in order to realize cost savings. 

As employers remove annual maximums and limits on 
employees’ out-of-pocket expenses to comply with ACA, they 
should reexamine their potential excise tax liability and consider 
ways to minimize its impact. Beginning in 2018, the 40 percent 
excise tax will be assessed on the excess value of health plans that 
exceed an annual threshold of $10,200 for individual coverage and 
$27,500 for family. The thresholds will increase for retirees over the 
age of 55, individuals engaged in high-risk professions, and workers 
employed to repair or install electrical or telecommunications lines by 
$1,650 for individual coverage and $3,450 for family coverage. Value 
is generally measured by the plan’s COBRA rate.

THE VENDOR MARKETPLACE

Express Scripts (ESI) home delivery pharmacy will no longer 
dispense compound medications effective January 1, 2014. They 
have cited that the reason for their decision was due to the guidelines 
developed by the U.S. Pharmacopeial Convention on expiration dates. 
CVS Caremark is still dispensing compound medications through its 
mail-order pharmacies. 
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March 14, 2014

Final Rule Implementing the Affordable Care Act’s 90-Day Waiting 
Period Limit
The Departments of Labor, Treasury and Health and Human Services (collectively, the “Departments”), which are 
responsible for implementing the Affordable Care Act,1 have issued a final regulation implementing the law’s ban 
on waiting periods exceeding 90 days.2 The final rule is applicable for plan years beginning on or after 
January 1, 2015, and is very similar to the proposed rule published last year.3

The Departments also issued a proposed rule that coordinates with the final rule to address “orientation periods,” 
which can be used in addition to the 90-day waiting period.4 The Departments have requested comments on the 
proposed rule by April 25, 2014.

This Capital Checkup summarizes both the final rule and the proposed rule, which provide practical guidance for
sponsors of group health plans. It concludes with a list of steps plan sponsors should take to implement the
Affordable Care Act’s 90-day waiting period rule.

The Final Rule

A summary of the key interpretations in the final rule, which follow the guidance in last year’s proposed rule, 
follows:

� Definition of the “Waiting Period” Group health plans must cover participants within 90 days of the date 
on which the individual is “otherwise eligible.” Being “otherwise eligible to enroll” means that the employee 
has met the plan’s substantive eligibility conditions, such as being in an eligible job classification or 
achieving job-related licensure requirements specified in the plan’s terms. A new provision in the final 
rule adds that a plan can require that an individual “satisfy a reasonable and bona fide employment-based 
orientation period” prior to receiving an offer of coverage. The orientation period is further defined by the 
new proposed rule, discussed below.

� Definition of “90 Days” Ninety days refers to calendar days — not three months or a quarter. 
� Limit on Eligibility Conditions Based Solely on the Lapse of a Time Period  Such eligibility conditions 

are permissible for no more than 90 days. 
� Limit on Cumulative-Service Requirements  Plans that require completion of cumulative hours of service 

may do so provided the hours-of-service requirement does not exceed 1,200 hours.
� Requirements for Variable Hour Employees  If the plan conditions eligibility on a specified number of 

hours of service, and it cannot be determined that an employee is reasonably expected to regularly work 
that number of hours, the plan may have up to 12 months to measure whether the employee meets the 
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eligibility criteria. In that case, coverage must begin no later than 13 months from the employee’s start date,
plus, if the start date was not the first day of the month, the time remaining until the first day of the next 
month. 

� Certificates of Creditable Coverage Eliminated  After December 31, 2014, plans will no longer be 
required to issue certificates of creditable coverage, which were introduced by Health Insurance Portability 
and Accountability Act of 1996 (HIPAA). 

The Proposed Rule

The new proposed rule would provide that if a group health plan conditions eligibility on an employee’s having 
completed a “reasonable and bona fide employment-based orientation period,” the maximum 90-day waiting 
period would begin on the first day after the orientation period. Under this proposed rule, an orientation period 
would be considered reasonable and bona fide if it is no longer than one month. The one-month period would be 
determined by adding one calendar month and subtracting one calendar day, measured from an employee’s start 
date.

For example, if an employee’s start date is October 16, the orientation period could last until November 15. The 
90-day waiting period would begin on the first day after the orientation period. The employee would have to be 
offered coverage beginning no later than February 14 (the 91st day after the employee completes the orientation 
period).

The proposed rule is apparently intended to address concerns related to the inflexibility of the 90-day 
measurement period — particularly in light of the fact that coverage often starts at the beginning of the third or 
fourth month after employment begins. As noted at the beginning of this Capital Checkup, the Departments have 
requested comments on the proposed rule, which must be received by April 25, 2014.

Implications for Plan Sponsors

Because the Affordable Care Act’s 90-day waiting period rule took effect for plan years beginning on or after 
January 1, 2014, many plan sponsors have already implemented it. Those that have not yet done so should:

� Review all eligibility requirements to determine if any are based solely on the lapse of time. Eliminate any 
requirements that exceed 90 calendar days, and ensure that employees already in a waiting period when 
the ban takes effect are not subject to a waiting period that exceeds 90 calendar days. 

� Determine which groups of employees will meet the plan’s eligibility requirements as of their start date and 
which groups should be classified as variable hour employees.

� For employees who will meet the plan’s eligibility requirements as of their start date (e.g., full-time 
employees), ensure that the waiting period between the employee’s start date and the date that health 
coverage begins is no longer than 90 calendar days (including any election period).

� For employees who are offered health coverage once they work a certain number of hours, make sure that 
the hours requirement does not exceed 1,200 hours. 

� Coordinate the plan’s approach to the 90-day rule with the approach adopted by the employer to avoid or 
minimize the employer penalty. For example, consider whether similar measurement periods should be 
used for both determining full-time status for purposes of the employer penalty and determining whether 
the employee meets the plan’s eligibility requirements.

●  ●  ●

As with all issues involving the interpretation or application of laws and regulations, plan sponsors should rely on 
their legal counsel for authoritative advice on the interpretation and application of the Affordable Care Act and 
related guidance, including the guidance summarized in this Capital Checkup. Segal Consulting can be retained 
to work with plan sponsors and their attorneys on compliance issues.

1 The Affordable Care Act is the shorthand name for the Patient Protection and Affordable Care Act (PPACA), Public 

Law No. 111-48, as modified by the subsequently enacted Health Care and Education Reconciliation Act 

(HCERA), Public Law No. 111-152. The Affordable Care Act added Section 2708 to the Public Health Service Act, 

which provides that, effective for plan years beginning on or after January 1, 2014, a group health plan or health 
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insurer offering group health insurance coverage shall not apply any waiting period that exceeds 90 days. (Return 

to the Capital Checkup.) 

2 The final rule was published in the February 24, 2014 Federal Register. (Return to the Capital Checkup.) 

3 The proposed rule was discussed in Segal’s April 23, 2013 Capital Checkup, “Proposed Rule on the Affordable 

Care Act’s 90-Day Waiting Period Provides Flexibility for Employers.” (Return to the Capital Checkup.) 

4 The proposed rule was published in the February 24, 2014 Federal Register. (Return to the Capital Checkup.) 

Capital Checkup is Segal Consulting's periodic electronic newsletter summarizing activity in Washington with 
respect to health care and related subjects. Capital Checkup is for informational purposes only and should not be
construed as legal advice. It is not intended to provide guidance on current laws or pending legislation. On all 
issues involving the interpretation or application of laws and regulations, plan sponsors should rely on their
attorneys for legal advice.
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EXHIBITS - WORK PRODUCT SAMPLES 

 
  



 

 
 

Exhibit 1 
 
 

SAMPLE REPORT ON OPTIONS FOR PLAN DESIGN CHANGES 

 
  



Low Estimate High Estimate

Hospital 1/1/2013 Benefits Proposed Plan

1. Plan I Hospital benefit changes $2,290,000 $2,540,000

Deductible (single / family) $250 / $500 $250 / $500

Co-insurance 90% 90%

Out-of-pocket maximum (single / family) $1,750 / $3,500 $2,500 / $5,000

2. Plan II Hospital benefit changes $930,000 $1,030,000

Deductible (single / family) $500 / $1,000 $500 / $1,000

Co-insurance 90% 80%
Out-of-pocket maximum (single / family) $1,750 / $3,500 $1,750 / $3,500

3. Plan II Hospital benefit changes $1,790,000 $1,990,000

Deductible (single / family) $500 / $1,000 $500 / $1,000

Co-insurance 90% 80%
Out-of-pocket maximum (single / family) $1,750 / $3,500 $2,500 / $5,000

4. Plan II Hospital benefit changes $890,000 $990,000

Deductible (single / family) $500 / $1,000 $500 / $1,000

Co-insurance 90% 90%

Out-of-pocket maximum (single / family) $1,750 / $3,500 $2,500 / $5,000

Medical 1/1/2013 Benefits Proposed Plan

5. Plan I Major Medical benefit changes $1,230,000 $1,370,000

Deductible (single / family)

In-network $250 / $500 $250 / $500

Non-network $500 / $1,000 $500 / $1,000

Co-insurance (in-network / non-network) 90% / 70% 90% / 60%
Out-of-pocket maximum (single / family)

In-network $1,000 / $2,000 $1,000 / $2,000

Non-network $2,500 / $5,000 $2,500 / $5,000

6. Plan I Major Medical benefit changes $740,000 $820,000

Deductible (single / family)

In-network $250 / $500 $250 / $500

Non-network $500 / $1,000 $500 / $1,000

Co-insurance (in-network / non-network) 90% / 70% 90% / 70%

Out-of-pocket maximum (single / family)

In-network $1,000 / $2,000 $1,250 / $2,500
Non-network $2,500 / $5,000 $3,000 / $6,000

7. Plan I Major Medical benefit changes $2,430,000 $2,700,000

Deductible (single / family)

In-network $250 / $500 $250 / $500

Non-network $500 / $1,000 $500 / $1,000

Co-insurance (in-network / non-network) 90% / 70% 90% / 60%
Out-of-pocket maximum (single / family)

In-network $1,000 / $2,000 $1,250 / $2,500
Non-network $2,500 / $5,000 $3,000 / $6,000

Note:  Savings estimates do not include an adjustment for operating expense.

(1)  
Savings based on the following projected 2014 eligibles:

Earned Eligibles

Plan I 9,005                    

Plan II 4,890                    

Alternative Age & Service 980                       

Retirees 7,355                    

XYZ

Estimated Annual Savings (1)

Benefit Changes

Segal

5278837 Benefit Table
Page 5
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Low Estimate High Estimate

Medical 1/1/2013 Benefits Proposed Plan

New 8. Plan II Major Medical benefit changes $250,000 $280,000

Deductible (single / family)

In-network $500 / $1,000 $500 / $1,000

Non-network $750 / $1,500 $750 / $1,500

Co-insurance (in-network / non-network) 90% / 70% 90% / 60%
Out-of-pocket maximum (single / family)

In-network $1,000 / $2,000 $1,000 / $2,000

Non-network $2,500 / $5,000 $2,500 / $5,000

9. Plan II Major Medical benefit changes $1,250,000 $1,390,000

Deductible (single / family)

In-network $500 / $1,000 $500 / $1,000

Non-network $750 / $1,500 $750 / $1,500

Co-insurance (in-network / non-network) 90% / 70% 80% / 60%
Out-of-pocket maximum (single / family)

In-network $1,000 / $2,000 $1,000 / $2,000

Non-network $2,500 / $5,000 $2,500 / $5,000

10. Plan II Major Medical benefit changes $450,000 $500,000

Deductible (single / family)

In-network $500 / $1,000 $500 / $1,000

Non-network $750 / $1,500 $750 / $1,500

Co-insurance (in-network / non-network) 90% / 70% 90% / 70%

Out-of-pocket maximum (single / family)

In-network $1,000 / $2,000 $1,250 / $2,500
Non-network $2,500 / $5,000 $4,000 / $8,000

11. Plan II Major Medical benefit changes $1,780,000 $1,980,000

Deductible (single / family)

In-network $500 / $1,000 $500 / $1,000

Non-network $750 / $1,500 $750 / $1,500

Co-insurance (in-network / non-network) 90% / 70% 80% / 60%
Out-of-pocket maximum (single / family)

In-network $1,000 / $2,000 $1,250 / $2,500
Non-network $2,500 / $5,000 $4,000 / $8,000

New 12. Increase office visit copays by $5
In-network only

Plan I $15 $20 $670,000 $740,000

Plan II $25 $30 $220,000 $250,000

13. $2,740,000 $3,040,000

14. $100,000 $130,000

Note:  Savings estimates do not include an adjustment for operating expense.

(1)  
Savings based on the following projected 2014 eligibles:

Earned Eligibles

Plan I 9,005                    

Plan II 4,890                    

Alternative Age & Service 980                       

Retirees 7,355                    

Change non-network usual and customary percentage from the 80th percentile to 
the 70th percentile

XYZ

Estimated Annual Savings (1)

Benefit Changes

Change Plan II Major Medical benefits to in-network only

Segal

5278837 Benefit Table (2)
Page 6

03/26/2014



Low Estimate High Estimate

Medical

15.
Plan I

Plan II

16.
Plan I

Plan II

17.
Plan I

Plan II

18.

Plan I

Plan II

Dental

19.
Plan I

Plan II

20.
a. Change Non-PPO maximum from $2,500 to $2,000 per patient per year

b. Change Non-PPO maximum from $2,500 to $1,500 per patient per year

c. Increase Non-PPO deductible from $75 single/$200 family to $100 single/$225 family

d. Change Non-PPO coinsurance for Basic services from 75% to 60%

21.
a.

b. Change PPO/Non-PPO annual maximum from $1,000/$1,000 to $750/$500

c.

Note:  Savings estimates do not include an adjustment for operating expense.

(1)  
Savings based on the following projected 2014 eligibles:

Earned Eligibles

Plan I 9,005                    

Plan II 4,890                    

Alternative Age & Service 980                       

Retirees 7,355                    

(3)  
Savings provided by Delta.

$1,270,000

(2)  
Assumes continuation of the Plan's cross-over provision wherein the Plan will not consider more than 12 outpatient sessions every 

calendar quarter for any combination of acupuncture and chiropractic treatment.  In addition, visits for occupational, osteopathic, 

physical, speech and vision therapy will count toward the 12-visit quarterly maximum.  

$1,440,000

$280,000

$700,000

Change Non-PPO coinsurance for Diagnostic, Preventive and Basic services from

60% to 50%

$190,000
Plan II Dental benefit changes (3)

Change to a plan that covers Diagnostic and Preventive services only with $1,000 annual 

maximum per person, and no annual maximum for children.  PPO services covered at 

100% and non-PPO services covered at 75%.

$570,000

Eliminate dental coverage:

$560,000

$3,150,000

$13,610,000

Plan I Dental benefit changes (3)

$74,000

$20,000

Reduce Chiropractic Quarterly Visit Max from 12 to 8 Visits (2)

$28,000

$8,000

Reduce Acupuncture and Chiropractic Quarterly Visit Max from 12 for Chiropractic 
and 8 for Acupuncture to 6 Visits Each (2)

$139,000

Eliminate Acupuncture Benefit
$338,000

XYZ
Benefit Changes

Estimated Annual Savings (1)

$84,000

Eliminate Chiropractic Benefit
$506,000

Segal

5278837 Benefit Table (3)
Page 7

03/26/2014



Low Estimate High Estimate

Prescription Drug

22. Prescription drug benefit changes - increase 
deductible from $150 / $300
Plan I

Plan II

23.

Plan I

Plan II

24.

Other

25. Change coordination of benefits
a. Actives carve out (change max paid from plan allowed to plan benefit amount) $370,000 $410,000

b. Retiree Medicare carve out (change max paid from plan allowed to plan benefit amount) $280,000 $310,000

26.

 27.
Plan I Earned
Retirees
Total

Note:  Savings estimates do not include an adjustment for operating expense.

(1)  
Savings based on the following projected 2014 eligibles:

Earned Eligibles

Plan I 9,005                    

Plan II 4,890                    

Alternative Age & Service 980                       

Retirees 7,355                    

(3)  
Savings provided by Anthem.

(2)  
Savings provided by Express Scripts represents mature savings.  For item #22, savings would be lower in the first year of 

implementation.  Savings estimates have not been adjusted based on the recently concluded Request for Proposal.

$379,000

$1,022,000

$1,401,000

Prescription drug benefit changes - add additional drug categories to the preferred 
drug step therapy program (2)

$940,000

Eliminate conversion option for participants losing medical eligibility (3)

Eliminate Life and AD&D Coverage

$60,000

XYZ
Benefit Changes

Estimated Annual Savings (1)

$400,000

Prescription drug benefit changes - increase deductible from $150 / $300
to $250 / $500 (2)

$1,090,000

$560,000

$210,000

Segal

5278837 Benefit Table (4)
Page 8

03/26/2014
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SAMPLE PLAN DESIGN SURVEY 

 
 
  



Benefit Summary Comparison 

1

Coinsurance PPO Deductible Out‐of‐Pocket Maximum

Surveyed Cities Offer a PPO In‐Network Out of Network In‐Network Out of Network In‐Network Out of Network

City A Yes 90% 60% $350/$700/$1,050 combined $1,500/$4,500 $4,500/$9,000

City B
Yes 80% 70% $1,000/$3,000 combined $6,000/$12,700 $9,000/$27,000

Yes 90% 60% $500/$1,000 combined $2,000/$4,000 no max

City C Yes (Self‐Insured) 80% 50% $200/$600
Plan pays first $15,200. 100% Thereafter except 
hospital copay and other services listed in SPD

City D Yes 90% 70% $750/$1,500 $1,250/$2,500 $2,000/$4,000 combined

City E Yes (HD) 70% 50% $2,000/$4,000 combined $5,000/$10,000 combined

City F Yes 80% 60% $500/$1,500 $3,000/$9,000 $6,000/$18,000

City G Yes (Self‐Insured) 85% 50% $250/$750 $250/$750 $3,750/person $7,500/person

City H
Yes 90% 70% $100/$200 $2,100/$4,200

Yes 80% 60% $3,500/$7,000 $6,350/$12,700 $13,500/$27,000

City I Yes 90% 50% $150/$300 $350/$700 $2,650/$5,300 no max

City J
Yes (HD) 100% 70% $3,000/$6,000 $6,000/$12,000 $6,000/12,000 $10,000/$20,000

Yes (HD) 80% 60% $3,000/$6,000 $6,000/$12,000 $5,000/$10,000 $12,000/$24,000

City K
PERS Choice 80% 60% $500/$1,000 $3,000/$6,000 N/A

PERSCare 90% 60% $500/$1,000 $2,000/$4,000 N/A



Benefit Summary Comparison

2

Coinsurance Cost Sharing by Tier Cost Sharing

Surveyed Cities In‐Network Out of Network Single 2‐Party Family MOU

City A 90% 60% 80% 80% 80% 80/20

City B
80% 70% 80% 79% 79% By plan based on a formula. Currently 80/20 for the illustrated plan 

90% 60% 76% 75% 75% By plan based on a formula. Currently 75/25 for the illustrated plan 

City C 80% 50% 80% 80% 80% 80/20

City D 90% 70% 100% 97% 85% Covers up to Kaiser family rate

City E 70% 50% 100% 61% 62%
EE : Lowest cost non ABHP plan + lowest cost Dental
EE+1 : $850 + 50% of the lowest cost non‐ABHP plan + lowest cost dental
EE+2 : $1200 + 50% of the lowest cost non‐ABHP plan+ lowest cost dental

City F 80% 60% 52% 33% 27% Flex plan by BU : Unrepresented tier cost share is shown

City G 85% 50% 100% 51% 36% Most BU: 100% employee only

City H
90% 70% 64% 64% 64%

City pays 90% of the lowest cost plan.
80% 60% 78% 78% 78%

City I 90% 50%

City J
100% 70% 94% 66%Fixed dollar ‐ Single: 310.50 Family : 550.00

80% 60% 102% 71%Excess City Contribution will deposit into a Health Savings Account

City K
80% 60% 100% 100% 88%

Allowance of $1,521.95 to purchase medical and dental
90% 60% 100% 70% 54%
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Claims Analysis Report - Fiscal Year Ending 2011

Copyright © 2011
THE SEGAL GROUP, INC.,
THE PARENT OF THE SEGAL COMPANY
ALL RIGHTS RESERVED

Local XYZ Welfare Fund
Draft



THE SEGAL COMPANY

GLENDALE

330 North Brand Boulevard

Suite 1100

Glendale, CA  91203-2308

T (818) 956-6700 F (818) 956-6790 www.segalco.com

April 15, 2011

Board of Trustees
Local XYZ Welfare Fund
1313 Mockingbird Lane
Hollywood, CA 90000

Dear Trustees:

Sincerely,

THE SEGAL COMPANY

By: 
Jim Smith Joan Anderson
Health Consultant Health Consultant

cc: Jane Doe
Bill Williams
Doug Saxon

We look forward to reviewing this report with you and answering any questions you may have at the next meeting of the Board of
Trustees.  However, if there are any questions that need to be addressed prior to the meeting, please do not hesitate to contact us.

We are pleased to present this fiscal 2010 Claims Analysis Report for the Local XYZ Welfare Fund.

Draft

7402430_1.XLS3/1/20113:52 PM
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Y 2 5 Claims Analysis for 
12 Local XYZ Welfare Fund
36

SUMMARY
7402430 v1

1 Part Time Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

1 Aggregate Total $5,550,000 $5,975,000 $5,925,000 $6,520,000 $6,225,000

1 % change 7.7% -0.8% 10.0% -4.5%

1 Per Employee Per Month $231.25 $237.10 $253.21 $265.05 $288.19

1 % change 2.5% 6.8% 4.7% 8.7%

1 Full Time Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

1 Aggregate Total $13,325,000 $16,125,000 $16,150,000 $16,900,000 $16,425,000

1 % change 21.0% 0.2% 4.6% -2.8%

1 Per Active Per Month $740.28 $839.84 $791.66 $853.53 $912.49

1 % change 13.4% -5.7% 7.8% 6.9%

1 Retiree < 65 Dec-08 Dec-09 Dec-10

1 Aggregate Total $6,100,000 $7,005,000 $8,085,000

1 % change 14.8% 15.4%

1 Per Retiree Per Month $968.26 $1,061.36 $1,171.74

1 % change 9.6% 10.4%

1 Retiree 65+ Dec-08 Dec-09 Dec-10

1 Aggregate Total $2,250,000 $2,375,000 $2,700,000

1 % change 5.6% 13.7%

1 Per Subscriber Per Month $625.00 $638.44 $692.31

1 % change 2.2% 8.4%

1 Active Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

1 Aggregate Total $18,875,000 $22,100,000 $22,075,000 $23,420,000 $22,650,000

1 % change 17.1% -0.1% 6.1% -3.3%

1 Per Active Employee Per Month $971.53 $1,076.94 $1,044.87 $1,118.58 $1,200.68

1 % change 10.8% -3.0% 7.1% 7.3%

1 Retiree Dec-08 Dec-09 Dec-10

1 Aggregate Total $8,350,000 $9,380,000 $10,785,000

1 % change 12.3% 15.0%

1 Per Retiree Per Month $1,593.26 $1,699.80 $1,864.05

1 % change 6.7% 9.7%

1 Total Dec-08 Dec-09 Dec-10

1 Aggregate Total $30,425,000 $32,800,000 $33,435,000

1 % change 7.8% 1.9%

1 Per Participant Per Month $566.58 $599.42 $663.39

1 % change 5.8% 10.7%
1

Draft
3/1/11 3:52 PM
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Y 3 3 Claims Analysis for 
11 Local XYZ Welfare Fund

TOTAL BENEFITS PAID - AGGREGATE - ACTIVE
7402430 v1

Dec - 09 Dec - 10
Expense: Part Time Full Time Total Part Time Full Time Total

Hospital $2,500,000 $6,250,000 $8,750,000 2,400,000 6,250,000 8,650,000 

Medical 1,950,000 6,000,000 7,950,000 1,900,000 5,750,000 7,650,000 

Prescription Drugs 1,050,000 2,500,000 3,550,000 1,000,000 2,450,000 3,450,000 

Dental 425,000 1,225,000 1,650,000 400,000 1,100,000 1,500,000 

Vision 195,000 325,000 520,000 175,000 275,000 450,000 

Disability 225,000 325,000 550,000 200,000 425,000 625,000 

Life 175,000 275,000 450,000 150,000 175,000 325,000 

Total $6,520,000 $16,900,000 $23,420,000 $6,225,000 $16,425,000 $22,650,000

% Change 10.0% 4.6% 6.1% -4.5% -2.8% -3.3%

Draft
3/1/11 3:52 PM
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11 Local XYZ Welfare Fund

TOTAL BENEFITS PAID - AGGREGATE - RETIREE
7402430 v1

Dec - 09 Dec - 10
Expense: Retiree < 65 Retiree 65+ Total Retiree < 65 Retiree 65+ Total

Hospital $2,750,000 $500,000 $3,250,000 3,000,000 600,000 3,600,000 

Medical 2,500,000 775,000 3,275,000 3,000,000 850,000 3,850,000 

Prescription Drugs 1,400,000 1,100,000 2,500,000 1,700,000 1,250,000 2,950,000 

Dental 300,000 0 300,000 325,000 0 325,000 

Vision 55,000 0 55,000 60,000 0 60,000 

Total $7,005,000 $2,375,000 $9,380,000 $8,085,000 $2,700,000 $10,785,000

% Change 14.8% 5.6% 12.3% 15.4% 13.7% 15.0%

Draft
3/1/11 3:52 PM
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11 Local XYZ Welfare Fund

TOTAL BENEFITS PAID - AGGREGATE - COMBINED
7402430 v1

Dec - 09 Dec - 10
Expense: Active Retiree Total Active Retiree Total

Hospital $8,750,000 $3,250,000 $12,000,000 8,650,000 3,600,000 12,250,000 

Medical 7,950,000 3,275,000 11,225,000 7,650,000 3,850,000 11,500,000 

Prescription Drugs 3,550,000 2,500,000 6,050,000 3,450,000 2,950,000 6,400,000 

Dental 1,650,000 300,000 1,950,000 1,500,000 325,000 1,825,000 

Vision 520,000 55,000 575,000 450,000 60,000 510,000 

Disability 550,000 0 550,000 625,000 0 625,000 

Life 450,000 0 450,000 325,000 0 325,000 

Total $23,420,000 $9,380,000 $32,800,000 $22,650,000 $10,785,000 $33,435,000

% Change 6.1% 12.3% 7.8% -3.3% 15.0% 1.9%

Draft
3/1/11 3:52 PM
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11 Local XYZ Welfare Fund

TOTAL BENEFITS PAID - PER ACTIVE EMPLOYEE PER MONTH
7402430 v1

Dec - 09 Dec - 10
Expense: Part Time Full Time Total Part Time Full Time Total

Hospital $101.63 $315.66 $197.07  $111.11  $347.22  $218.43

Medical 79.27 303.03 179.05 87.96 319.44 193.18 

Prescription Drugs 42.68 126.26 79.95 46.30 136.11 87.12 

Dental 17.28 61.87 37.16 18.52 61.11 37.88 

Vision 7.93 16.41 11.71 8.10 15.28 11.36 

Disability 9.15 16.41 12.39 9.26 23.61 15.78 

Life 7.11 13.89 10.14 6.94 9.72 8.21 

Total $265.05 $853.53 $527.47 $288.19 $912.49 $571.96

% Change 4.7% 7.8% -6.9% 8.7% 6.9% 8.4%

Average Number of Active Employees 2,050                    1,650                    3,700                    1,800                    1,500                    3,300                    

Draft
3/1/11 3:52 PM

Section 2

6



Y 7 3 Claims Analysis for 
11 Local XYZ Welfare Fund

TOTAL BENEFITS PAID - PER RETIREE PER MONTH
7402430 v1

Dec - 09 Dec - 10
Expense: Retiree < 65 Retiree 65+ Total Retiree < 65 Retiree 65+ Total

Hospital $416.67 $134.41 $314.92  $434.78  $153.85  $333.33

Medical 378.79 208.33 317.34 434.78 217.95 356.48 

Prescription Drugs 212.12 295.70 242.25 246.38 320.51 273.15 

Dental 45.45 0.00 29.07 47.10 0.00 30.09 

Vision 8.33 0.00 5.33 8.70 0.00 5.56 

Total $1,061.36 $638.44 $908.91 $1,171.74 $692.31 $998.61

% Change 9.6% 2.2% 60.4% 10.4% 8.4% 9.9%

Average Number of Retirees 550                       310                       860                       575                       325                       900                       

Draft
3/1/11 3:52 PM

Section 2
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Y 8 3 Claims Analysis for 
11 Local XYZ Welfare Fund

TOTAL BENEFITS PAID - PER SUBSCRIBER PER MONTH

Dec - 09 Dec - 10
Expense: Active Retiree Total Active Retiree Total

Hospital $197.07 $314.92 $219.30  $218.43  $333.33  $243.06

Medical 179.05 317.34 205.14 193.18 356.48 228.17 

Prescription Drugs 79.95 242.25 110.56 87.12 273.15 126.98 

Dental 37.16 29.07 35.64 37.88 30.09 36.21 

Vision 11.71 5.33 10.51 11.36 5.56 10.12 

Disability 12.39 0.00 10.05 15.78 0.00 12.40 

Life 10.14 0.00 8.22 8.21 0.00 6.45 

Total $527.47 $908.91 $599.42 $571.96 $998.61 $663.39

% Change -49.5% -43.0% 5.8% 8.4% 9.9% 10.7%

Average Number of Subscribers 3,700                    860                       4,560                    3,300                    900                       4,200                    

Draft

Section 2
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Y 9 5 Claims Analysis for 
14.4 Local XYZ Welfare Fund

CLAIMS HISTORY - PART TIME
7402430 v1 Y Y Y Y Y

Aggregate Totals - Claims
Expense: Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

Hospital $2,000,000 $2,200,000 $2,200,000 $2,500,000 $2,400,000

Medical 1,900,000 1,900,000 1,850,000 1,950,000 1,900,000 

Prescription Drugs 800,000 950,000 1,000,000 1,050,000 1,000,000 

Dental 350,000 400,000 350,000 425,000 400,000 

Vision 150,000 175,000 175,000 195,000 175,000 

Disability 250,000 200,000 250,000 225,000 200,000 

Life 100,000 150,000 100,000 175,000 150,000 

Total $5,550,000 $5,975,000 $5,925,000 $6,520,000 $6,225,000

% Change 7.7% -0.8% 10.0% -4.5%

Draft
3/1/11 3:52 PM

Section 2
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Y 10 5 Claims Analysis for 
14.4 Local XYZ Welfare Fund

CLAIMS HISTORY - PART TIME - PER EMPLOYEE PER MONTH
7402430 v1 Y Y Y Y Y

Claims per Employee per Month
Expense: Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

Hospital $83.33 $87.30 $94.02 $101.63 $111.11

Medical 79.17 75.40 79.06 79.27 87.96 

Prescription Drugs 33.33 37.70 42.74 42.68 46.30 

Dental 14.58 15.87 14.96 17.28 18.52 

Vision 6.25 6.94 7.48 7.93 8.10 

Disability 10.42 7.94 10.68 9.15 9.26 

Life 4.17 5.95 4.27 7.11 6.94 

Total $231.25 $237.10 $253.21 $265.05 $288.19

% Change 2.5% 6.8% 4.7% 8.7%

Average Number of Employees 2,000 2,100 1,950 2,050 1,800

Draft
3/1/11 3:52 PM

Section 2
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Y 11 5 Claims Analysis for 
14.4 Local XYZ Welfare Fund

CLAIMS HISTORY - FULL TIME
7402430 v1 Y Y Y Y Y

Aggregate Totals - Claims
Expense: Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

Hospital $5,000,000 $6,000,000 $5,500,000 $6,250,000 $6,250,000

Medical 4,500,000 6,000,000 6,250,000 6,000,000 5,750,000 

Prescription Drugs 2,000,000 2,000,000 2,200,000 2,500,000 2,450,000 

Dental 1,000,000 1,250,000 1,200,000 1,225,000 1,100,000 

Vision 300,000 275,000 325,000 325,000 275,000 

Disability 400,000 350,000 450,000 325,000 425,000 

Life 125,000 250,000 225,000 275,000 175,000 

Total $13,325,000 $16,125,000 $16,150,000 $16,900,000 $16,425,000

% Change 21.0% 0.2% 4.6% -2.8%

Draft
3/1/11 3:52 PM

Section 2
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Y 12 5 Claims Analysis for 
14.4 Local XYZ Welfare Fund

CLAIMS HISTORY - FULL TIME - PER ACTIVE PER MONTH
7402430 v1 Y Y Y Y Y

Claims per Enrollee per Month
Expense: Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

Hospital $277.78 $312.50 $269.61 $315.66 $347.22

Medical 250.00 312.50 306.37 303.03 319.44 

Prescription Drugs 111.11 104.17 107.84 126.26 136.11 

Dental 66.67 80.13 71.43 72.92 73.33 

Vision 20.00 17.63 19.35 19.35 18.33 

Disability 22.22 18.23 22.06 16.41 23.61 

Life 5.95 11.57 9.87 12.39 8.58 

Total $740.28 $839.84 $791.67 $853.54 $912.50

% Change 13.4% -5.7% 7.8% 6.9%

Draft
3/1/11 3:52 PM

Section 2
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Y 13 3 Claims Analysis for 
12 Local XYZ Welfare Fund

CLAIMS HISTORY - RETIREE < 65
7402430 v1 Y Y Y Y Y Y

Aggregate Totals - Claims Claims per Retiree per Month
Expense: Dec-08 Dec-09 Dec-10 Dec-08 Dec-09 Dec-10

Hospital $2,500,000 $2,750,000 $3,000,000 $396.83 $416.67 $434.78

Medical 2,000,000 2,500,000 3,000,000 317.46 378.79 434.78 

Prescription Drugs 1,250,000 1,400,000 1,700,000 198.41 212.12 246.38 

Dental 300,000 300,000 325,000 47.62 45.45 47.10 

Vision 50,000 55,000 60,000 7.94 8.33 8.70 

Total $6,100,000 $7,005,000 $8,085,000 $968.26 $1,061.36 $1,171.74

% Change 0.0% 14.8% 15.4% 0.0% 9.6% 10.4%

Average Number of Retirees 525 550 575

Draft
3/1/11 3:52 PM

Section 2
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Y 14 3 Claims Analysis for 
12 Local XYZ Welfare Fund

CLAIMS HISTORY - RETIREE 65+
7402430 v1 Y Y Y Y Y Y

Aggregate Totals - Claims Claims per Subscriber per Month
Expense: Dec-08 Dec-09 Dec-10 Dec-08 Dec-09 Dec-10

Hospital $500,000 $500,000 $600,000 $138.89 $134.41 $153.85

Medical 750,000 775,000 850,000 208.33 208.33 217.95 

Prescription Drugs 1,000,000 1,100,000 1,250,000 277.78 295.70 320.51 

Total $2,250,000 $2,375,000 $2,700,000 $625.00 $638.44 $692.31

% Change 0.0% 5.6% 13.7% 0.0% 2.2% 8.4%

Average Number of Subscribers 300 310 325

Draft
3/1/11 3:52 PM

Section 2
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Y 15 5 Claims Analysis for 
14.4 Local XYZ Welfare Fund

CLAIMS HISTORY - ACTIVE
7402430 v1 Y Y Y Y Y

Aggregate Totals - Claims
Expense: Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

Hospital $7,000,000 $8,200,000 $7,700,000 $8,750,000 $8,650,000

Medical 6,400,000 7,900,000 8,100,000 7,950,000 7,650,000 

Prescription Drugs 2,800,000 2,950,000 3,200,000 3,550,000 3,450,000 

Dental 1,350,000 1,650,000 1,550,000 1,650,000 1,500,000 

Vision 450,000 450,000 500,000 520,000 450,000 

Disability 650,000 550,000 700,000 550,000 625,000 

Life 225,000 400,000 325,000 450,000 325,000 

Total $18,875,000 $22,100,000 $22,075,000 $23,420,000 $22,650,000

% Change 17.1% -0.1% 6.1% -3.3%

Draft
3/1/11 3:52 PM

Section 2
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Y 16 5 Claims Analysis for 
14.4 Local XYZ Welfare Fund

CLAIMS HISTORY - ACTIVE - PER ACTIVE EMPLOYEE PER MONTH
7402430 v1 Y Y Y Y Y

Claims per Active Employee per Month
Expense: Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

Hospital $361.11 $399.80 $363.63 $417.29 $458.33

Medical 329.17 387.90 385.43 382.30 407.40 

Prescription Drugs 144.44 141.87 150.58 168.94 182.41 

Dental 70.14 80.97 73.78 79.15 79.63 

Vision 22.92 21.26 23.41 24.34 23.38 

Disability 32.64 26.17 32.74 25.56 32.87 

Life 11.11 18.97 15.30 21.00 16.66 

Total $971.53 $1,076.94 $1,044.87 $1,118.58 $1,200.68

% Change 10.8% -3.0% 7.1% 7.3%

Average Number of Active Employ 10,250 10,800 11,500 11,250 10,200

Draft
3/1/11 3:52 PM

Section 2
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Y 17 3 Claims Analysis for 
12 Local XYZ Welfare Fund

CLAIMS HISTORY - RETIREE
7402430 v1 Y Y Y Y Y Y

Aggregate Totals - Claims Claims per Retiree per Month
Expense: Dec-08 Dec-09 Dec-10 Dec-08 Dec-09 Dec-10

Hospital $3,000,000 $3,250,000 $3,600,000 $535.72 $551.08 $588.63

Medical 2,750,000 3,275,000 3,850,000 525.79 587.12 652.73 

Prescription Drugs 2,250,000 2,500,000 2,950,000 476.19 507.82 566.89 

Dental 300,000 300,000 325,000 47.62 45.45 47.10 

Vision 50,000 55,000 60,000 7.94 8.33 8.70 

Total $8,350,000 $9,380,000 $10,785,000 $1,593.26 $1,699.80 $1,864.05

% Change 0.0% 12.3% 15.0% 0.0% 6.7% 9.7%

Average Number of Retirees 825 860 900

Draft
3/1/11 3:52 PM

Section 2
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Y 18 3 Claims Analysis for 
12 Local XYZ Welfare Fund

CLAIMS HISTORY - TOTAL
7402430 v1 Y Y Y Y Y Y

Aggregate Totals - Claims Claims per Participant per Month
Expense: Dec-08 Dec-09 Dec-10 Dec-08 Dec-09 Dec-10

Hospital $10,700,000 $12,000,000 $12,250,000 $199.26 $219.30 $243.06

Medical 10,850,000 11,225,000 11,500,000 202.05 205.14 228.17 

Prescription Drugs 5,450,000 6,050,000 6,400,000 101.49 110.56 126.98 

Dental 1,850,000 1,950,000 1,825,000 34.45 35.64 36.21 

Vision 550,000 575,000 510,000 10.24 10.51 10.12 

Disability 700,000 550,000 625,000 13.04 10.05 12.40 

Life 325,000 450,000 325,000 6.05 8.22 6.45 

Total $30,425,000 $32,800,000 $33,435,000 $566.58 $599.42 $663.39

% Change 37.7% 7.8% 1.9% 13.8% 5.8% 10.7%

Average Number of Participants 4,475 4,560 4,200

Draft
3/1/11 3:52 PM

Section 2
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Y 19 Claims Analysis for 
Local XYZ Welfare Fund

PAID CLAIMS BY ELIGIBILITY CLASS
7402430 v1

Draft
3/1/11 3:52 PM

Section 2
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Y 20 Claims Analysis for 
Local XYZ Welfare Fund

PAID CLAIMS BY COVERAGE
7402430 v1

Draft
3/1/11 3:52 PM
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Section 2

20



Y 21 Claims Analysis for 
Local XYZ Welfare Fund

PAID CLAIMS BY PARTICIPANT TYPE
7402430 v1

Draft
3/1/11 3:52 PM
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Section 2

21



Y 22 Claims Analysis for 
Local XYZ Welfare Fund

PAID CLAIMS TREND
7402430 v1

Draft
3/1/11 3:52 PM
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Section 2
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Y 23 5 Claims Analysis for 
12.57 Local XYZ Welfare Fund

PRESCRIPTION DRUG ANALYSIS - PART-TIME
7402430 v1

Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

Average Number of Employees 2,000 2,100 1,950 2,050 1,800

Total Number of Prescriptions 17,000 18,270 18,525 19,885 18,000 

Average Number of Prescriptions 8.50 8.70 9.50 9.70 10.00 

Total Prescription Drug Cost $800,000 $950,000 $1,000,000 $1,050,000 $1,000,000

Increase (Decrease) 6.7% 18.8% 5.3% 5.0% -4.8%

Average Prescription Drug Cost $47.06 $52.00 $53.98 $52.80 $55.56

Increase (Decrease) 0.4% 10.5% 3.8% -2.2% 5.2%

Total Prescription Drug Cost

Per Employee Per Month $33.33 $37.70 $42.74 $42.68 $46.30

Increase (Decrease) 6.7% 13.1% 13.4% -0.1% 8.5%

Generic Scripts 43.8% 47.1% 46.5% 48.6% 52.8%

Mail Order Scripts 12.5% 12.9% 12.0% 13.0% 12.6%

Draft
3/1/11 3:52 PM

Section 2
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Y 24 5 Claims Analysis for 
12.57 Local XYZ Welfare Fund

PRESCRIPTION DRUG ANALYSIS - FULL-TIME
7402430 v1

Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

Average Number of Actives 1,500 1,600 1,700 1,650 1,500

Total Number of Prescriptions 11,250 12,400 13,600 14,025 13,125 

Average Number of Prescriptions 7.50 7.75 8.00 8.50 8.75 

Total Prescription Drug Cost $2,000,000 $2,000,000 $2,200,000 $2,500,000 $2,450,000

Increase (Decrease) 11.1% 0.0% 10.0% 13.6% -2.0%

Average Prescription Drug Cost $177.78 $161.29 $161.76 $178.25 $186.67

Increase (Decrease) 0.2% -9.3% 0.3% 10.2% 4.7%

Total Prescription Drug Cost

Per Active Per Month $111.11 $104.17 $107.84 $126.26 $136.11

Increase (Decrease) 7.4% -6.2% 3.5% 17.1% 7.8%

Generic Scripts 44.3% 44.4% 46.4% 47.8% 53.5%

Draft
3/1/11 3:52 PM
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Y 25 3 Claims Analysis for 
21 Local XYZ Welfare Fund

PRESCRIPTION DRUG ANALYSIS - RETIREE < 65
7402430 v1

Dec-08 Dec-09 Dec-10

Average Number of Retirees 525 550 575

Total Number of Prescriptions 5,250 5,775 6,325 

Average Number of Prescriptions 10.00 10.50 11.00 

Total Prescription Drug Cost $1,250,000 $1,400,000 $1,700,000

Increase (Decrease) 25.0% 12.0% 21.4%

Average Prescription Drug Cost $238.10 $242.42 $268.77

Increase (Decrease) 18.8% 1.8% 10.9%

Total Prescription Drug Cost

Per Retiree Per Month $198.41 $212.12 $246.38

Increase (Decrease) 25.0% 6.9% 16.2%

Mail Order Scripts 0.0% 28.6% 30.3%

Draft
3/1/11 3:52 PM
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Y 26 3 Claims Analysis for 
21 Local XYZ Welfare Fund

PRESCRIPTION DRUG ANALYSIS - RETIREE 65+
7402430 v1

Dec-08 Dec-09 Dec-10

Average Number of Subscribers 300 310 325

Total Number of Prescriptions 3,600 4,030 4,550 

Average Number of Prescriptions 12.00 13.00 14.00 

Total Prescription Drug Cost $1,000,000 $1,100,000 $1,250,000

Increase (Decrease) 11.1% 10.0% 13.6%

Average Prescription Drug Cost $277.78 $272.95 $274.73

Increase (Decrease) 6.5% -1.7% 0.7%

Total Prescription Drug Cost

Per Subscriber Per Month $277.78 $295.70 $320.51

Increase (Decrease) 11.1% 6.5% 8.4%

Draft
3/1/11 3:52 PM
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Y 27 5 Claims Analysis for 
9 Local XYZ Welfare Fund

5.57

LARGE CLAIMS
7402430 v1 12 Months ending Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

Claims By Amount Paid Per 
Individual Number Amount Number Amount Number Amount Number Amount Number Amount
$1  to $24,999 39,000 $7,800,000 52,500 $10,500,000 51,000 $10,200,000 55,500 $11,100,000 53,500 $10,700,000 

$25,000  to $49,999 50 1,750,000 45 1,575,000 35 1,225,000 40 1,400,000 60 2,100,000 

$50,000  to $99,999 25 1,500,000 20 1,200,000 35 2,100,000 15 900,000 32 1,920,000 

$100,000  to $149,999 4 500,000 5 625,000 2 250,000 3 375,000 1 125,000 

$150,000  to $199,999 3 450,000 2 350,000 1 175,000 3 525,000 4 700,000 

$200,000  and above 5 1,400,000 2 500,000 3 750,000 3 750,000 0 0 

Total 39,087 $13,400,000 52,574 $14,750,000 51,076 $14,700,000 55,564 $15,050,000 53,597 $15,545,000

Total above $100,000 12 $2,350,000 9 $1,475,000 6 $1,175,000 9 $1,650,000 5 $825,000

Dollars above $100,000 $1,150,000 $575,000 $575,000 $750,000 $325,000

% of Total Claims: 17.5% 10.0% 8.0% 11.0% 5.3%

Claims By Relationship 
Category Number Amount Number Amount Number Amount Number Amount Number Amount
Member 16,500 $5,000,000 21,000 $6,000,000 20,000 $6,000,000 21,000 $5,500,000 21,000 $6,000,000 

Spouse 17,000 6,000,000 23,000 6,500,000 22,000 6,500,000 24,000 6,000,000 23,500 6,500,000 

Child 5,587 2,400,000 8,574 2,250,000 9,076 2,200,000 10,564 3,550,000 9,097 3,045,000 

Total 39,087 $13,400,000 52,574 $14,750,000 51,076 $14,700,000 55,564 $15,050,000 53,597 $15,545,000

Claims Above $100,000  By 
Diagnosis Number Amount Number Amount Number Amount Number Amount Number Amount
Transplants 2 $750,000 3 $500,000 1 $450,000 4 $625,000 0 $0 

Neonatal 2 450,000 3 325,000 0 0 2 500,000 1 225,000 

Cardiac 8 1,150,000 3 650,000 5 725,000 3 525,000 4 600,000 

Stop-Loss Experience

Specific Stop-Loss Point $75,000 $75,000 $100,000 $100,000 $100,000 

Basis 12/15 12/15 12/15 12/15 12/15

Stop-Loss Premium $1,260,000 $1,554,000 $1,533,000 $1,776,000 $1,782,000 

Claims Reimbursement $1,900,000 $1,175,000 $575,000 $750,000 $325,000 

3/1/11 3:52 PM

Draft

Section 2
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Y 28 5 Claims Analysis for 
13 Local XYZ Welfare Fund

NETWORK USE AND DISCOUNTS - HOSPITAL 
7402430 v1 Dec-06 Dec-07 Dec-08 Dec-09 Dec-10

In-Network Contracted Charges $6,000,000 $6,950,000 $6,700,000 $7,550,000 $7,250,000

Out-of-Network Charges  $1,000,000  $1,250,000  $1,000,000  $1,200,000  $1,400,000

Total Charges  $7,000,000  $8,200,000  $7,700,000  $8,750,000  $8,650,000

Percentage In-Network 85.7% 84.8% 87.0% 86.3% 83.8%

In-Network Eligible Billed Charges $10,000,000 $10,500,000 $11,000,000 $11,000,000 $11,500,000

In-Network Contracted Charges  $6,000,000  $6,950,000  $6,700,000  $7,550,000  $7,250,000

Discounts from Billed Charges  $4,000,000  $3,550,000  $4,300,000  $3,450,000  $4,250,000

In-Network Discount Percentage 40.0% 33.8% 39.1% 31.4% 37.0%

Access Fees $1,260,000 $1,554,000 $1,533,000 $1,776,000 $1,782,000

Net Discount after Access Fees  $2,740,000  $1,996,000  $2,767,000  $1,674,000  $2,468,000

Net In-Network Discount Percentage 27.4% 19.0% 25.2% 15.2% 21.5%

Draft
3/1/11 3:52 PM

Section 2
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Y 29 4 Claims Analysis for 
16.25 Local XYZ Welfare Fund

NETWORK USE AND DISCOUNTS - MEDICAL 
7402430 v1 Dec-07 Dec-08 Dec-09 Dec-10

In-Network Contracted Charges $7,100,000 $7,350,000 $7,100,000 $6,650,000

Out-of-Network Charges  $800,000  $750,000  $850,000  $1,000,000

Total Charges  $7,900,000  $8,100,000  $7,950,000  $7,650,000

Percentage In-Network 89.9% 90.7% 89.3% 86.9%

In-Network Eligible Billed Charges $10,100,000 $10,200,000 $10,200,000 $10,250,000

In-Network Contracted Charges  $7,100,000  $7,350,000  $7,100,000  $6,650,000

Discounts from Billed Charges  $3,000,000  $2,850,000  $3,100,000  $3,600,000

In-Network Discount Percentage 29.7% 27.9% 30.4% 35.1%

Access Fees $976,800 $1,095,000 $1,110,000 $1,188,000

Net Discount after Access Fees  $2,023,200  $1,755,000  $1,990,000  $2,412,000

Net In-Network Discount Percentage 20.0% 17.2% 19.5% 23.5%

Draft
3/1/11 3:52 PM
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Y 30 3 Claims Analysis for 
21.66667 Local XYZ Welfare Fund

NETWORK USE AND DISCOUNTS - DENTAL 
7402430 v1 Dec-08 Dec-09 Dec-10

In-Network Contracted Charges $850,000 $900,000 $700,000

Out-of-Network Charges  $700,000  $750,000  $800,000

Total Charges  $1,550,000  $1,650,000  $1,500,000

Percentage In-Network 54.8% 54.5% 46.7%

In-Network Eligible Billed Charges $1,250,000 $1,300,000 $1,200,000

In-Network Contracted Charges  $850,000  $900,000  $700,000

Discounts from Billed Charges  $400,000  $400,000  $500,000

In-Network Discount Percentage 32.0% 30.8% 41.7%

Access Fees $131,400 $133,200 $138,600

Net Discount after Access Fees  $268,600  $266,800  $361,400

Net In-Network Discount Percentage 21.5% 20.5% 30.1%

Draft
3/1/11 3:52 PM
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Health Benefits Reports - Fiscal Year Ending 2011

Copyright © 2011
THE SEGAL GROUP, INC.,
THE PARENT OF THE SEGAL COMPANY
ALL RIGHTS RESERVED

Local XYZ Plan/Trust/Fund



THE SEGAL COMPANY

330 North Brand Boulevard

Suite 1100

Glendale, CA  91203-2308

T (818) 956-6700 F (818) 956-6790 www.segalco.com

Board of Trustees
Local XYZ Plan/Trust/Fund
One World Plaza
Hollywood, CA 9000

Dear Trustees:

Sincerely,

THE SEGAL COMPANY

By: 
Jim Smith Hide
Health Consultant Hide

cc: Jim Green
Linda Black

We look forward to reviewing this report with you and answering any questions you may have at the next meeting of the Board of
Trustees.  However, if there are any questions that need to be addressed prior to the meeting, please do not hesitate to contact us.

We are pleased to present these fiscal 2011 Health Benefits Reports for the Local XYZ Plan/Trust/Fund.

April 15, 2011
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The Plan/Trust/Fund Assets do not take into account the cost of paying for benefits which are based on the participants’ accumulated eligibility under the
Fund’s extended eligibility rules.

Projection of retiree costs takes into account only the dollar value of providing benefits for retirees during the period referred to in the projection. It does not
reflect the present value of any future retiree benefits for active, disabled or terminated employees during a period other than that which is referred to in the
projection.

The projections in this report are estimates of future costs and are based on information available to The Segal Company at the time the projections were made.
The Segal Company has not audited the information provided. Projections are not a guarantee of future results. Actual experience may differ due to, but not
limited to, such variables as changes in the regulatory environment, local market pressure, health trend rates and claims volatility. The accuracy and reliability
of health projections decrease as the projection period increases. Unless otherwise noted, these projections do not include any cost or savings impact resulting
from the new health care reform legislation or other recently passed state or federal regulations.
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Y 1 Financial Experience and Budget Projections for 
Local XYZ Plan/Trust/Fund

 Based on the audited financial statements for the fiscal year ended December 31, 2010, the Plan experienced an 
operating surplus of $4,539,056. Net gains of $5,309,208 on investments and an experience refund of $87,303 from 
Insured PPO increased the total addition to Plan Assets to $9,935,567.  

 We have projected that the Plan will have an operating deficit of $1,429,200  for the 12 months ended December 31, 
2011. The Plan is projected to operate with a deficit of $11,156,200 and $25,530,900 for 2012 and 2013, 
respectively. 

 As of December 31, 2010, Plan Assets amounted to $85,388,512 and represented 113 percent of targeted reserves. If 
all assumptions are met, we project that Plan Assets will decrease by 45 percent to $47,272,212 as of December 31, 
2013, which will represent 47 percent of targeted reserves. 

 The number of actives remained relatively stable at 10,437 for fiscal 2010, compared to 10,400 for fiscal 2009. We 
have assumed 10,435 active employees for the projected years.  

 Projected employer contributions are based on the 10,435 actives assumption, including 7,495 Regular Actives 
working a total of 13,266,200 hours annually, about the same as actually experienced for the fiscal 2010. The 
projected average hourly contribution rates of $5.97 for 2011 and $6.11 for 2012 and 2013 include the negotiated 
contribution rates through June 1, 2011.   

 The number of retirees decreased slightly to 2,146 for fiscal 2010 compared to 2,162 for fiscal 2009. Based on the 
SOP 92-6,  we have assumed  slight increases for the number of retirees for the projected years. We encourage the 
Trustees to continue to review their retiree contribution strategy. 

 Total income is projected to increase 7.8 percent for calendar year 2011 (5.1 percent annually), 2.6 percent for 
2012, and then remain relatively flat for 2013, whereas total expenses are projected to increase 13.5 percent for 
2011 (8.8 percent annually), and 10.3 percent for each 2012 and 2013. 

 In light of the economic downturn, we thought it would be useful to estimate the impact of a change in employer 
contribution hours during the projected period. The alternate scenarios are shown on the Variations in Hours 
Assumption page. Since we are unable to estimate whether such a change in contributions will also result in a 
change in the number of participants that are eligible, we have not anticipated a change in the number of eligibles 
for the projected period. 

 We note that the Trustees have authorized the implementation of the Total Health Management programs, including 
the cardiac care and diabetes targeted programs under the Indemnity Medical program. 

 These budget projections incorporate the PBM contract pricing improvements and the addition of step therapy. We 
recommend that the Plan continue participant communication and education promoting the use of generic drugs.   

 The Plan may want to consider the continued value of offering the Insured HMO plan. As shown on the Per Enrollee 

Per Month exhibit, the Insured HMO plan costs on a per capita basis are significantly greater than the other 

medical plans that are offered. 

Key Findings, 
Recommendations
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Y 2 6 Financial Experience and Budget Projections for 
11.33 Local XYZ Plan/Trust/Fund

SUMMARY
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Average Number of Actives 9,834 10,400 10,437 10,435 10,435 10,435

Average Contribution Hours Per Month 149 146 147 148 148 148

Aggregate Hours 12,606,703 13,077,119 13,240,937 13,266,200 13,266,200 13,266,200

Average Contribution Rate $4.49 $5.12 $5.55 $5.97 $6.11 $6.11

Average Number of Retirees 2,072 2,162 2,146 2,171 2,204 2,226

Total Income $91,336,259 $106,638,219 $116,218,611 $125,301,300 $128,584,500 $128,549,600

Total Expenses $87,833,947 $104,374,578 $111,679,555 $126,730,500 $139,740,700 $154,080,500

Average Income Per Active  $773.99  $854.48  $927.93  $1,000.65  $1,026.87  $1,026.58

Average Expenses Per Active  $744.32  $836.34  $891.71  $1,012.08  $1,115.97  $1,230.49

Breakeven Contribution Rate  $4.30  $5.00  $5.31  $6.05  $6.72  $7.49

Recommended Margin  $0.00  $0.00  $0.00

Breakeven Contribution Rate with Margin  $6.05  $6.72  $7.49

Plan/Trust/Fund Assets $70,379,321 $75,452,944 $85,388,512 $83,959,312 $72,803,112 $47,272,212

Continuation Value (Months) 8.1 8.1 8.1 7.2 5.7 3.3

Observations: 
 

 Based on the audited financial statements for the fiscal year ended December 31, 2010, the Plan experienced a 13.2 percent 

increase in assets. 

 Projected employer contributions are based on 10,435 total active eligibles using the hour and employer contribution rates shown 

on the following page. 

 Given the employer and employee contribution rates approved for June 1, 2011 and assuming no further increase, total expenses 

are projected to exceed total income for the next three calendar years, resulting in operating deficits in each year.  

 As in prior years, the Plan’s continuation value as of December 31, 2010 has remained at 8.1 months. Based on our projection 

of Plan expenses, the continuation value of Plan assets is expected to decrease to 3.3 months by December 31, 2013, assuming 

no additional changes to employer contribution rates or changes to the plan of benefits. 

 
 
 

Plan Assets are shown net of 
Incurred But Not Reported 
(IBNR) claims reserve.

Based on the assumptions 
shown on page 3, the Plan's 
continuation value is 
projected to be less than four 
months by December 31, 
2013.
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Y 3 3 Financial Experience and Budget Projections for 
20 Local XYZ Plan/Trust/Fund

ASSUMPTIONS
12 Months Ending Dec-11 Dec-12 Dec-13
Average Number of Actives

Plan A 7,495 7,495 7,495 

Plan B 2,115 2,115 2,115 

Apprentices 825 825 825 

Average Number of Retirees: 2,171 2,204 2,226 

Average Contribution Hours per Month:

Plan A 147.5 147.5 147.5 

Plan B Not Applicable Not Applicable Not Applicable

Apprentices Not Applicable Not Applicable Not Applicable

Aggregate Hours 13,266,200 13,266,200 13,266,200 

Average Contribution Rate

Plan A (Per Hour) $6.55 $6.70 $6.70

Plan B (Per Month) $697.50 $720.00 $720.00

Apprentices (Per Month) $570.00 $580.00 $580.00

Trend Factors

Indemnity Medical 11.00% 11.00% 11.00%

Insured HMO Renewal 11.00% 11.00%

Insured PPO Renewal 11.00% 11.00%

Insured POS Renewal 11.00% 11.00%

Prescription Drugs 10.00% 10.00% 10.00%

Prescription Drug Rebate 6.00% 6.00% 6.00%

Insured Stop Loss Renewal 16.50% 16.50%

Indemnity Dental 7.00% 7.00% 7.00%

Prepaid Dental Renewal 2nd Year 5.00%

Vision 3.00% 3.00% 3.00%

EAP, Hearing Aid 3.00% 3.00% 3.00%

Medicare Part D Subsidy 9.00% 9.00% 9.00%

Insured Life and AD&D 0.00% 0.00% 0.00%

Medical ASO Fees 5.00% 5.00% 5.00%

Operating Costs 5.00% 5.00% 5.00%

Investment Yield 3.00% 3.00% 3.00%

Based on projection from 
SOP 92-6, we have projected 
slight increases in the 
number of retirees for future 
years.

The Trustees may wish to 
consider soliciting 
competitive bids for stop loss 
insurance.
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Y 4 6 Financial Experience and Budget Projections for 
11.33 Local XYZ Plan/Trust/Fund

AGGREGATE
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Income

Employer Contributions $79,079,713 $93,352,708 $102,348,287 $110,238,800 $112,898,800 $112,898,800 

Employee Contributions 5,148,204 5,985,264 6,596,712 6,655,500 6,665,400 6,665,400 

COBRA Contributions 1,125,067 1,182,940 1,237,138 1,394,900 1,536,600 1,693,500 

Retiree Contributions 2,833,012 3,194,837 3,517,292 4,591,900 5,113,700 5,661,500 

Investment Income 3,150,263 2,922,470 2,519,182 2,420,200 2,370,000 1,630,400 

Total Income $91,336,259 $106,638,219 $116,218,611 $125,301,300 $128,584,500 $128,549,600 

Expenses

Indemnity Medical $21,942,301 $26,594,237 $27,184,499 $31,824,300 $35,342,100 $39,239,100 

Insured HMO 31,260,874 38,597,782 41,252,533 46,177,100 51,262,700 56,903,600 

Insured PPO 10,915,272 12,459,619 14,516,328 15,591,500 17,356,300 19,286,100 

Insured POS 4,121,529 4,590,977 5,129,592 5,943,100 6,596,800 7,322,500 

Prescription Drugs 6,707,325 7,830,751 8,617,453 9,969,900 10,966,400 11,981,800 

Prescription Drug Rebate (668,038) (757,187) (815,696) (897,900) (958,500) (1,021,900)

Insured Stop Loss 568,326 596,394 594,772 785,300 915,100 1,066,400 

Indemnity Dental 5,666,076 6,314,221 7,404,957 8,558,700 9,163,600 9,809,300 

Prepaid Dental 1,035,595 1,131,567 1,164,150 1,253,700 1,254,500 1,317,600 

Vision 1,413,256 1,507,853 1,528,245 1,668,100 1,719,200 1,771,600 

EAP, Hearing Aid 350,265 373,721 404,021 422,800 436,000 449,500 

Medicare Part D Subsidy 0 (185,968) (682,618) (497,700) (550,900) (606,200)

Insured Life and AD&D 745,050 868,664 631,000 765,900 766,400 766,800 

Medical ASO Fees 397,887 437,539 454,951 478,000 502,000 527,200 

Operating Costs 3,378,229 4,014,407 4,295,367 4,687,700 4,969,000 5,267,100 

Total Expenses $87,833,947 $104,374,578 $111,679,555 $126,730,500 $139,740,700 $154,080,500 

Operating Surplus (Deficit) $3,502,312 $2,263,641 $4,539,056 ($1,429,200) ($11,156,200) ($25,530,900)

Insured POS Experience Deficit 0 (264,879) 0 

Insured PPO Dividend 34,029 0 87,303 

Life/AD&D Stabilization Reserve Refund 83,250 34,924 0 

Gains (Losses) on Investments (623,677) 3,039,937 5,309,208 

Total Addition (Reduction) to Plan/Trust/Fu $2,995,914 $5,073,623 $9,935,567 ($1,429,200) ($11,156,200) ($25,530,900)

Beginning Plan/Trust/Fund Assets $67,383,407 $70,379,321 $75,452,944 $85,388,512 $83,959,312 $72,803,112 

Ending Plan/Trust/Fund Assets $70,379,321 $75,452,944 $85,388,512 $83,959,312 $72,803,112 $47,272,212 

Breakeven Contribution Rate $4.30 $5.00 $5.31 $6.05 $6.72 $7.49 

Recommended Margin $0.00 $0.00 $0.00 

Breakeven Contribution Rate with Margin $6.05 $6.72 $7.49 

Note that 2009 & 2010 Indemnity Medical expenses are net of Stop-Loss reimbursements in the amount of $1,419,650 and $30,790, respectively.

Projected employer 
contributions reflect the 
current negotiated 
contribution rate increases. 
Actual contributions include 
net reciprocity.

Projected Indemnity 
Medical expenses have been 
adjusted for benefit design 
changes that became 
effective January 1, 2011.  
The full impact of the Total 
Health Management 

Projected results have not 
been adjusted for any plan 
changes that may be needed 
to comply with Mental 
Health Parity & Addiction 
Equity Act of 2008 or other 
new legislations.
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Y 5 6 Financial Experience and Budget Projections for 
11.33 Local XYZ Plan/Trust/Fund

PER ACTIVE PER MONTH
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Income

Employer Contributions $670.12 $748.02 $817.19 $880.36 $901.60 $901.60 

Employee Contributions 43.63 47.96 52.67 53.15 53.23 53.23 

COBRA Contributions 9.53 9.48 9.88 11.14 12.27 13.52 

Retiree Contributions 24.01 25.60 28.08 36.67 40.84 45.21 

Investment Income 26.70 23.42 20.11 19.33 18.93 13.02 

Total Income $773.99 $854.48 $927.93 $1,000.65 $1,026.87 $1,026.58 

Expenses

Indemnity Medical $185.94 $213.09 $217.05 $254.15 $282.24 $313.36

Insured HMO 264.90 309.28 329.38 368.77 409.38 454.43 

Insured PPO 92.50 99.84 115.90 124.51 138.61 154.02 

Insured POS 34.93 36.79 40.96 47.46 52.68 58.48 

Prescription Drugs 56.84 62.75 68.81 79.62 87.58 95.69 

Prescription Drug Rebate (5.66) (6.07) (6.51) (7.17) (7.65) (8.16)

Insured Stop Loss 4.82 4.78 4.75 6.27 7.31 8.52 

Indemnity Dental 48.01 50.59 59.12 68.35 73.18 78.34 

Prepaid Dental 8.78 9.07 9.30 10.01 10.02 10.52 

Vision 11.98 12.08 12.20 13.32 13.73 14.15 

EAP, Hearing Aid 2.97 2.99 3.23 3.38 3.48 3.59 

Medicare Part D Subsidy 0.00 (1.49) (5.45) (3.97) (4.40) (4.84)

Insured Life and AD&D 6.31 6.96 5.04 6.12 6.12 6.12 

Medical ASO Fees 3.37 3.51 3.63 3.82 4.01 4.21 

Operating Costs 28.63 32.17 34.30 37.44 39.68 42.06 

Total Expenses $744.32 $836.34 $891.71 $1,012.08 $1,115.97 $1,230.49 

Operating Surplus (Deficit) $29.67 $18.14 $36.22 ($11.43) ($89.10) ($203.91)

Insured POS Experience Deficit 0.00 (2.12) 0.00 

Insured PPO Dividend 0.29 0.00 0.70 

Life/AD&D Stabilization Reserve Refund 0.71 0.28 0.00 

Gains (Losses) on Investments (5.29) 24.36 42.39 

Total Addition (Reduction) to Plan/Trust/F $25.38 $40.66 $79.31 ($11.43) ($89.10) ($203.91)

Average Number of Actives 9,834 10,400 10,437 10,435 10,435 10,435

Breakeven Contribution Rate $4.30 $5.00 $5.31 $6.05 $6.72 $7.49 

Recommended Margin $0.00 $0.00 $0.00 

Breakeven Contribution Rate with Margin $6.05 $6.72 $7.49 

The Indemnity Medical Plan 
had favorable claims 
experience (lower than 
projected)  for the fiscal year 
ended December 31, 2010.

Total expenses are 
projected to increase 13.5% 
for 2011 and 10.3% for 
2012 and 2013. This 
compares to income that is 
estimated to increase 7.8% 
for 2011, 2.6% for 2012, 
and remains flat for 2013.
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Y 6 6 Financial Experience and Budget Projections for 
11.33 Local XYZ Plan/Trust/Fund

PER ENROLLEE PER MONTH
Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Average Expenses Per Enrollee Per Month

Indemnity Medical $435.47 $504.02 $518.04 $605.21 $670.27 $742.83

Insured HMO 576.73 670.66 709.98 794.40 881.35 977.93 

Insured PPO 383.64 412.52 475.88 508.53 562.13 621.73 

Insured POS 419.37 449.04 517.51 600.31 666.34 739.65 

Prescription Drugs 100.17 111.09 122.38 141.34 155.10 169.21 

Prescription Drug Rebate (9.98) (10.74) (11.58) (12.73) (13.56) (14.43)

Insured Stop Loss 13.52 13.52 13.52 17.85 20.79 24.22 

Indemnity Dental 69.39 72.92 84.97 87.74 93.79 100.29 

Prepaid Dental 28.49 29.62 30.56 31.82 31.82 33.41 

Vision 11.98 12.08 12.20 12.18 12.54 12.91 

EAP, Hearing Aid 5.23 5.30 5.74 5.99 6.17 6.35 

Medicare Part D Subsidy 0.00 (21.49) (80.46) (58.01) (63.23) (68.92)

Insured Life and AD&D 5.60 6.18 4.47 5.42 5.41 5.40 

Medical ASO Fees 9.47 9.92 10.34 10.86 11.40 11.97 

Operating Costs 23.65 26.63 28.45 30.99 32.76 34.67 

Average Number of Enrollees

Indemnity Medical 4,199 4,397 4,373 4,382 4,394 4,402 

Insured HMO 4,517 4,796 4,842 4,844 4,847 4,849 

Insured PPO 2,371 2,517 2,542 2,555 2,573 2,585 

Insured POS 819 852 826 825 825 825 

Prescription Drugs 5,580 5,874 5,868 5,878 5,892 5,901 

Prescription Drug Rebate 5,580 5,874 5,868 5,878 5,892 5,901 

Insured Stop Loss 3,503 3,676 3,666 3,667 3,668 3,669 

Indemnity Dental 6,805 7,216 7,262 8,129 8,142 8,151 

Prepaid Dental 3,029 3,184 3,175 3,283 3,285 3,286 

Vision 9,834 10,400 10,437 11,412 11,427 11,437 

EAP, Hearing Aid 5,580 5,874 5,868 5,878 5,892 5,901 

Medicare Part D Subsidy 696 721 707 715 726 733 

Insured Life and AD&D 11,087 11,710 11,757 11,781 11,814 11,836 

Medical ASO Fees 3,503 3,676 3,666 3,667 3,668 3,669 

Operating Costs 11,906 12,562 12,583 12,606 12,639 12,661 

Total Number of Employees and 
Retirees

11,906 12,562 12,583 12,606 12,639 12,661 

Expenses for each benefit 
item are shown on a per 
capita basis for those 
enrolled in each benefit, 
including both actives and 
retirees.

The number of enrollees 
include actives and retirees. 
We have assumed no 
change in active plan 
enrollment and the number 
of retirees is projected to 
increase based on SOP 92-
6 valuation as of December 
31, 2008
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Y 7 3 Financial Experience and Budget Projections for 
20 Local XYZ Plan/Trust/Fund

VARIATIONS IN HOURS ASSUMPTIONS
12 Months Ending Dec-11 Dec-12 Dec-13
Current Assumptions

Average Hours 147.5 147.5 147.5 

Ending Plan/Trust/Fund Assets  $83,959,312  $72,803,112  $47,272,212

Continuation Value (Months) 7.2 5.7 3.3 

Breakeven Contribution Rate  $6.05  $6.72  $7.49

Alternate Assumption 1

Average Hours 157.5 157.5 157.5 

Ending Plan/Trust/Fund Assets  $90,022,512  $85,110,512  $66,211,512

Continuation Value (Months) 7.7 6.6 4.7 

Breakeven Contribution Rate  $5.65  $6.28  $6.99

Alternate Assumption 2

Average Hours 137.5 137.5 137.5 

Ending Plan/Trust/Fund Assets  $78,063,542  $60,559,962  $28,691,682

Continuation Value (Months) 6.7 4.7 2.0 

Breakeven Contribution Rate  $6.49  $7.22  $8.06

Average Contribution Rate Per Hour  $5.97  $6.11  $6.11

Projected contributions 
were based on 13,266,200 
annual aggregate hours for 
Regular Actives, consistent 
with the Plan's historical 
norm. We have shown the 
impact if actual hours differ 
from this assumption.

A change in the hourly 
assumption by 10 hours per 
active per month (899,400 
annually) impacts the asset 
level at the end of 2013 by 
approximately $19 million.

Observations: 
 The results of this projection are based on the employer contribution assumption of 7,495 Plan A Actives, a total of 

13,266,200 hours annually. The alternate scenarios shown above are intended to illustrate the general effect of changes in 

employment levels.  

 Using the current hours assumption, we have projected the Plan to incur a deficit of $1,429,200, $11,156,200 and 

$25,530,900 for 2011, 2012 and 2013, respectively. 

 If average hours increase by 10 hours per active per month as shown in the first alternate scenario, the Plan is projected 

to incur a surplus of $4,634,000 in 2011. The deficits for 2012 and 2013 decrease to $4,912,000 and $18,899,000, 

respectively. Plan assets as of December 31, 2013 would be about 40 percent greater than currently projected, and the 

continuation value would increase to 4.7 months. 

 If average hours decrease by 10 hours per active per month as shown in the second alternate scenario, the deficit in 2011 

increases to 7,625,000. The deficits for 2012 and 2013 increase to $17,503,600 and $31,868,300, respectively. Plan 

assets as of December 31, 2013 would be about 39 percent less than currently projected, and the continuation value 

would decrease to 2.0 months. 

Given the current economic 
and industry outlook, we 
look to the Trustees for 
guidance on making the 
appropriate work-level 
assumption.
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Y 8 Financial Experience and Budget Projections for 
Local XYZ Plan/Trust/Fund

PAID FINANCIAL INFORMATION – FROM JANUARY 2011 THROUGH SEPTEMBER 2011
Aggregate Per Employee Per Month

Income

Employer Contributions  $80,327,275  $863.93

Employee Contributions 4,873,161 52.41 

COBRA Contributions 983,165 10.57 

Retiree Contributions 3,381,892 36.37 

Investment Income 0 0.00 

Total Income  $90,729,052  $975.79

Expenses

Indemnity Medical  $23,055,988  $247.97

Insured HMO 33,670,802 362.13 

Insured PPO 11,268,857 121.20 

Insured POS 4,243,031 45.63 

Prescription Drugs 7,141,900 76.81 

Prescription Drug Rebate (651,121) (7.00)

Insured Stop Loss 569,468 6.12 

Indemnity Dental 6,206,429 66.75 

Prepaid Dental 909,133 9.78 

Vision 1,209,640 13.01 

EAP, Hearing Aid 306,598 3.30 

Medicare Part D Subsidy 0 0.00 

Insured Life and AD&D 257,800 2.77 

Medical ASO Fees 347,776 3.74 

Operating Costs 0 0.00 

Total Expenses  $91,935,633  $952.21

Operating Surplus (Deficit)  $(1,206,581)  $23.58

Losses on Investments  $(1,749,204)  $(18.81)

Total Addition/(Reduction) to Plan/Trust/Fund Assets  $(2,955,785)  $4.77

Plan/Trust/Fund Assets  $82,432,727

Average Number of Actives  10,331  10,331

The year-to-date financials 
are shown here on a paid 
basis, which differs from the 
results of the projections, 
which are shown on an 
incurred basis.

The Trustees may wish to 
consider conducting a claims 
audit  for the Indemnity 
Medical Plan, as the last 
audit was completed in 2001.

Also note that the year-to-
date financial experience 
does not reflect the full 
impact of the January 2011  
renewals and the seasonality 
of work.

Section 1
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Y 9 6 Financial Experience and Budget Projections Y Y

Surplus/De 11.33 Local XYZ Plan/Trust/Fund

PLAN A ACTIVES - AGGREGATE
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Income

Employer Contributions $58,028,700 $68,628,700 $74,175,700 $79,597,200 $80,923,800 $80,923,800

COBRA Contributions 908,494 950,830 1,000,441 1,136,800 1,252,000 1,379,700 

Investment Income 2,644,210 2,449,475 2,126,239 2,042,900 2,007,400 1,380,900 

Total Income  $61,581,404  $72,029,005  $77,302,380  $82,776,900  $84,183,200  $83,684,400

Expense

Indemnity Medical $20,160,969 $25,906,944 $25,013,365 $29,252,100 $32,469,800 $36,041,500

Insured HMO 20,894,289 25,717,123 26,917,596 30,397,100 33,740,800 37,452,300 

Insured PPO 4,859,980 5,452,699 6,150,519 6,558,300 7,279,800 8,080,500 

Prescription Drugs 4,501,075 5,367,560 5,905,198 6,814,300 7,461,700 8,133,200 

Prescription Drug Rebate (507,482) (574,433) (621,488) (678,400) (719,100) (762,300)

Insured Stop Loss 558,592 586,173 584,875 772,000 899,400 1,047,800 

Stop Loss Reimbursement 0 (1,391,285) (20,395) 0 0 0 

Indemnity Dental 4,636,320 5,242,129 6,139,249 6,792,800 7,268,200 7,777,000 

Prepaid Dental 490,670 544,282 561,226 576,000 576,000 604,800 

Vision 1,087,332 1,172,634 1,168,036 1,221,300 1,257,900 1,295,700 

EAP, Hearing Aid 298,254 316,937 340,782 356,500 367,200 378,200 

Insured Life and AD&D 645,500 800,250 483,000 657,800 657,800 657,800 

Medical ASO Fees 391,069 430,039 447,382 469,700 493,200 517,800 

Operating Costs 1,999,655 2,383,598 2,559,134 2,787,200 2,946,400 3,118,200 

Total Expenses  $60,016,224  $71,954,650  $75,628,480  $85,976,700  $94,699,100  $104,342,500

Operating Surplus (Deficit)  $1,565,181  $74,355  $1,673,900  $(3,199,800)  $(10,515,900)  $(20,658,100)

Average Number of Actives  7,054  7,460  7,497  7,495  7,495  7,495

Average Monthly Hours Per Active  148.9  146.1  147.2  147.5  147.5  147.5

The investment income is 
allocated amongst the 
actives based on the 
percentage of total employer 
contributions attributable to 
each active group.

The Plan had two 
significant large claims 
during the 2009 fiscal year, 
for which $1.4 million in 
reimbursements were 
received in 2008-2010. The 
amount of reimbursement 
received during the last 
three years has offset over 
80% of the $1.7 million in 
stop loss premiums.

Section 1
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Y 10 6 Financial Experience and Budget Projections N N

Surplus/De 11.33 Local XYZ Plan/Trust/Fund

PLAN A ACTIVES - PER HOUR
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Income

Employer Contributions $4.60 $5.25 $5.60 $6.00 $6.10 $6.10

COBRA Contributions 0.07 0.07 0.08 0.09 0.09 0.10 

Investment Income 0.21 0.19 0.16 0.15 0.15 0.10 

Total Income  $4.88  $5.51  $5.84  $6.24  $6.34  $6.30

Expense

Indemnity Medical $1.60 $1.98 $1.89 $2.21 $2.45 $2.72

Insured HMO 1.66 1.97 2.03 2.29 2.54 2.82 

Insured PPO 0.39 0.42 0.46 0.49 0.55 0.61 

Prescription Drugs 0.36 0.41 0.45 0.51 0.56 0.61 

Prescription Drug Rebate (0.04) (0.04) (0.05) (0.05) (0.05) (0.06)

Insured Stop Loss 0.04 0.04 0.04 0.06 0.07 0.08 

Stop Loss Reimbursement 0.00 (0.11) 0.00 0.00 0.00 0.00 

Indemnity Dental 0.37 0.40 0.46 0.51 0.55 0.59 

Prepaid Dental 0.04 0.04 0.04 0.04 0.04 0.05 

Vision 0.09 0.09 0.09 0.09 0.09 0.10 

EAP, Hearing Aid 0.02 0.02 0.03 0.03 0.03 0.03 

Insured Life and AD&D 0.05 0.06 0.04 0.05 0.05 0.05 

Medical ASO Fees 0.03 0.03 0.03 0.04 0.04 0.04 

Operating Costs 0.00 0.00 0.00 0.00 0.00 0.00 

Total Expenses  $4.77  $5.49  $5.70  $6.48  $7.14  $7.88

Operating Surplus (Deficit)  $0.11  $0.02  $0.14  $(0.24)  $(0.80)  $(1.58)

Average Number of Actives  7,046  7,459  7,496  7,495  7,495  7,495

Average Monthly Hours Per Active  148.9  146.1  147.2  147.5  147.5  147.5

Aggregate Hours  12,606,703  13,077,119  13,240,934  13,266,200  13,266,200  13,266,200

Section 1

Employer contributions 
shown for the Plan A Actives 
are net of amounts allocated 
for the retiree plan.

Assuming a monthly 
average of 147.5 hours per 
active, the Plan A Actives is 
projected to incur a deficit 
in each of the next three 
years.

10



Y 11 6 Financial Experience and Budget Projections Y Y

Surplus/De 11.33 Local XYZ Plan/Trust/Fund

PLAN B AGGREGATE - AGGREGATE
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Income

Employer Contributions $12,286,560 $14,790,120 $16,497,000 $17,702,600 $18,273,600 $18,273,600

Employee Contributions 4,725,600 5,514,960 6,091,200 6,091,200 6,091,200 6,091,200 

COBRA Contributions 192,141 208,633 209,995 227,400 250,800 276,600 

Investment Income 519,254 490,499 434,137 416,200 412,700 283,900 

Total Income  $17,723,555  $21,004,212  $23,232,332  $24,437,400  $25,028,300  $24,925,300

Expense

Insured HMO $9,629,764 $11,997,042 $13,399,662 $14,696,900 $16,313,500 $18,108,000

Insured POS 3,112,009 3,540,723 4,087,450 4,222,300 4,686,700 5,202,300 

Prescription Drugs 547,130 632,137 671,409 771,800 845,100 921,200 

Prescription Drug Rebate (55,491) (61,589) (64,849) (70,500) (74,700) (79,200)

Indemnity Dental 1,029,756 1,072,092 1,265,708 1,400,900 1,499,000 1,603,900 

Prepaid Dental 278,940 306,432 318,240 326,400 326,400 342,700 

Vision 237,280 244,358 267,031 279,100 287,500 296,100 

EAP, Hearing Aid 30,825 32,854 35,726 37,200 38,300 39,500 

Insured Life and AD&D 84,550 48,414 83,000 74,300 74,300 74,300 

Operating Costs 558,802 667,561 722,061 786,500 831,400 879,900 

Total Expenses  $15,453,565  $18,480,024  $20,785,438  $22,524,900  $24,827,500  $27,388,700

Operating Surplus (Deficit)  $2,269,990  $2,524,188  $2,446,894  $1,912,500  $200,800  $(2,463,400)

Average Number of Actives  780  825  825  825  825  825

Average Monthly Hours Per Active  149  146  147  148  148  148

Section 1

The current employee 
contribution is $240 per 
active per month for Plan B 
Actives.

Total income is projected to 
exceed total expenses for the 
Plan B actives in 2011 and 
2012.

11



Y 12 6 Financial Experience and Budget Projections N N

Per Enrolle 11.33 Local XYZ Plan/Trust/Fund

PLAN B - PER ENROLLEE PER MONTH
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Average Expenses Per Enrollee Per Month

Insured HMO $553.43 $647.93 $714.42 $782.58 $868.66 $964.22

Insured POS 499.68 540.40 617.07 639.74 710.11 788.22 

Prescription Drugs 87.85 96.48 101.36 116.94 128.05 139.57 

Prescription Drug Rebate (8.91) (9.40) (9.79) (10.68) (11.33) (12.00)

Indemnity Dental 73.47 71.53 83.38 92.29 98.75 105.66 

Prepaid Dental 29.02 30.40 31.20 32.00 32.00 33.60 

Vision 10.04 9.75 10.52 11.00 11.33 11.67 

EAP, Hearing Aid 4.95 5.01 5.39 5.63 5.80 5.98 

Insured Life and AD&D 3.58 1.93 3.27 2.93 2.93 2.93 

Operating Costs 23.65 26.63 28.45 30.99 32.76 34.67 

Average Number of Enrollees

Insured HMO 1,450 1,543 1,563 1,565 1,565 1,565

Insured POS 519 546 552 550 550 550

Prescription Drugs 519 546 552 550 550 550

Prescription Drug Rebate 519 546 552 550 550 550

Indemnity Dental 1,168 1,249 1,265 1,265 1,265 1,265

Prepaid Dental 801 840 850 850 850 850

Vision 1,969 2,089 2,115 2,115 2,115 2,115

EAP, Hearing Aid 519 546 552 550 550 550

Insured Life and AD&D 1,969 2,089 2,115 2,115 2,115 2,115

Operating Costs 1,969 2,089 2,115 2,115 2,115 2,115

Section 1

After a 6% increase in 
2009, the number of Plan B 
actives increased 1% in 
2010. We have assumed the 
group remains at 2,115 
actives for the next three 
years.
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Y 13 6 Financial Experience and Budget Projections Y Y

Surplus/De 11.33 Local XYZ Plan/Trust/Fund

APPRENTICES - AGGREGATE
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Income

Employer Contributions $4,226,040 $4,703,040 $5,055,120 $5,643,000 $5,742,000 $5,742,000

Employee Contributions 422,604 470,304 505,512 564,300 574,200 574,200 

COBRA Contributions 24,432 23,477 26,702 30,700 33,800 37,200 

Investment Income 178,601 155,971 133,031 132,700 129,700 89,200 

Total Income  $4,851,677  $5,352,792  $5,720,365  $6,370,700  $6,479,700  $6,442,600

Expense

Insured POS $4,121,529 $4,590,977 $5,129,592 $5,943,100 $6,596,800 $7,322,500

Dental DMO 265,985 280,853 284,684 309,900 309,900 325,400 

Vision 88,644 90,861 93,178 97,300 100,200 103,200 

Operating Costs 232,432 272,265 281,996 306,800 324,300 343,200 

Total Expenses  $4,708,590  $5,234,956  $5,789,450  $6,657,100  $7,331,200  $8,094,300

Operating Surplus (Deficit)  $143,087  $117,836  $(69,085)  $(286,400)  $(851,500)  $(1,651,700)

Average Number of Actives  780  825  825  825  825  825

Average Monthly Hours Per Active  149  146  147  148  148  148
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Section 1

The Apprentices are required 
to enroll in the Insured POS 
medical and dental plans 
until they graduate to the 
Plan A Active Plan.

The number of Apprentices 
increased 4% in 2008, but 
decreased 3% last year. We 
have assumed the 
participation remains level 
for the next three years.

As the increase in income is 
not projected to keep pace 
with the increase in costs, 
the Trustees may wish to 
consider moderate benefit 
reductions to control costs.

13



Y 14 6 Financial Experience and Budget Projections N N

Surplus/De 11.33 Local XYZ Plan/Trust/Fund

RETIREE - PER MONTH
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Income

Employer Contributions $182.53 $201.62 $257.09 $280.07 $300.96 $297.99

Retiree Contributions 113.94 123.14 136.58 176.26 193.35 211.95 

Total Income  $296.47  $324.76  $393.67  $456.33  $494.31  $509.94

Expense

Indemnity Medical $71.64 $81.21 $85.50 $98.73 $108.60 $119.71

Insured HMO 29.63 34.06 36.32 41.57 45.69 50.29 

Insured PPO 118.38 133.60 166.14 184.67 203.79 224.74 

Prescription Drugs 66.73 70.58 79.25 91.50 100.56 109.59 

Prescription Drug Rebate (4.23) (4.67) (5.02) (5.72) (6.23) (6.75)

Insurred Stop Loss 0.39 0.39 0.38 0.51 0.59 0.70 

Stop Loss Reimbursement 0.00 (1.09) (0.40) 0.00 0.00 0.00 

Indemnity Dental 0.00 0.00 0.00 14.01 14.99 16.04 

Dental DMO 0.00 0.00 0.00 1.59 1.60 1.67 

Vision Claims 0.00 0.00 0.00 2.70 2.78 2.87 

EAP, Hearing Aid 0.85 0.92 1.07 1.12 1.15 1.19 

Medicare Part D Subsidy 0.00 (7.17) (26.51) (19.10) (20.83) (22.69)

Insured Life and AD&D 0.60 0.77 2.52 1.30 1.30 1.30 

Medical ASO Fees 0.27 0.29 0.29 0.32 0.33 0.35 

Operating Costs 23.65 26.63 28.45 30.99 32.76 34.67 

Total Expenses  $307.91  $335.52  $367.99  $444.19  $487.08  $533.68

Operating Surplus (Deficit)  $(11.44)  $(10.76)  $25.68  $12.14  $7.23  $(23.74)

Subsidy Per Active Per Month                       (2.41)                       (2.24)                        5.28                        2.53                        1.53                       (5.06)

Subsidy Per Active Per Hour                       (0.02)                       (0.02)                        0.04                        0.02                        0.01                       (0.03)

Income as a % of Expense 96.3% 96.8% 107.0% 102.7% 101.5% 95.6%

Average Number of Retirees  2,072  2,162  2,146  2,171  2,204  2,226

Section 1

Dental and vision benefits 
are offered to retirees on a 
100% self-pay basis 
effective January 1, 2011. 
We have assumed that 45% 
of retirees would choose to 
self-pay for dental and 
vision coverage.

Per Trustee policy, retiree 
contributions equal 40% of 
the cost of medical,  drug, 
and life and AD&D benefits. 

Combined income in the 
retiree plan is projected to 
exceed expenses in 2011 
and 202. There would be a 
subsidy in 2013 of $0.03 
per hour. This subsidy is in 
addition to the employer 
contributions allocated for 
retiree benefits.

14



Y 15 6 Financial Experience and Budget Projections N N

Surplus/De 11.33 Local XYZ Plan/Trust/Fund

NON-MEDICARE RETIREES - PER MONTH
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Income

Employer Contributions $182.53 $201.62 $257.09 $280.06 $300.95 $298.00

Retiree Contributions 422.39 463.83 514.14 603.72 668.17 739.56 

Total Income  $604.92  $665.45  $771.23  $883.78  $969.12  $1,037.56

Expense

Indemnity Medical $312.44 $364.56 $382.32 $446.32 $496.77 $555.28

Insured HMO 112.77 124.29 130.45 148.66 162.85 179.18 

Insured PPO 461.94 512.05 586.50 646.39 718.80 796.83 

Prescription Drugs 162.66 168.52 192.71 221.80 243.39 265.68 

Prescription Drug Rebate (8.01) (9.57) (11.07) (12.57) (13.66) (14.77)

Insurred Stop Loss 3.81 3.82 3.75 4.95 5.76 6.77 

Stop Loss Reimbursement 0.00 (10.60) (3.94) 0.00 0.00 0.00 

Indemnity Dental 0.00 0.00 0.00 14.06 15.01 16.08 

Dental DMO 0.00 0.00 0.00 1.56 1.54 1.60 

Vision Claims 0.00 0.00 0.00 2.72 2.79 2.87 

EAP, Hearing Aid 2.45 2.71 3.36 3.50 3.63 3.75 

Insured Life and AD&D 3.91 1.87 0.00 1.30 1.28 1.31 

Medical ASO Fees 2.67 2.80 2.87 3.09 3.23 3.42 

Operating Costs 23.65 26.63 28.45 30.99 32.75 34.68 

Total Expenses  $1,078.29  $1,187.08  $1,315.40  $1,512.77  $1,674.14  $1,852.68

Operating Surplus (Deficit)  $(473.37)  $(521.63)  $(544.17)  $(628.99)  $(705.02)  $(815.12)

Subsidy Per Active Per Month                     (10.25)                     (11.18)                     (11.47)                     (13.50)                     (15.34)                     (17.89)

Subsidy Per Active Per Hour                       (0.07)                       (0.08)                       (0.08)                       (0.09)                       (0.10)                       (0.12)

Income as a % of Expense 56.1% 56.1% 58.6% 58.4% 57.9% 56.0%

Average Number of Retirees  213  223  220  224  227  229

Section 1

There was one large claim 
in the non-Medicare retiree 
group.  The reimbursements 
received have more than 
offset the cost for the stop 
loss coverage in the most 
recent three-year period.

Non-Medicare retirees 
represent only 10% of the 
retiree population but 
account for 37% of total 
retiree expenses.
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Y 16 6 Financial Experience and Budget Projections N N

Surplus/De 11.33 Local XYZ Plan/Trust/Fund

MEDICARE RETIREES - PER MONTH
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Income

Employer Contributions $182.53 $201.62 $257.09 $280.07 $300.96 $297.98

Retiree Contributions 78.60 83.96 93.46 127.08 138.83 151.44 

Total Income  $261.13  $285.58  $350.55  $407.15  $439.79  $449.42

Expense

Indemnity Medical $44.05 $48.62 $51.60 $58.74 $64.03 $69.76

Insured HMO 20.11 23.68 25.57 29.25 32.24 35.51 

Insured PPO 79.01 90.08 118.12 131.54 144.66 159.14 

Prescription Drugs 55.74 59.31 66.29 76.51 84.16 91.69 

Prescription Drug Rebate (3.79) (4.11) (4.33) (4.93) (5.37) (5.83)

Indemnity Dental 0.00 0.00 0.00 14.00 14.98 16.03 

Dental DMO 0.00 0.00 0.00 1.59 1.60 1.68 

Vision Claims 0.00 0.00 0.00 2.70 2.78 2.87 

EAP, Hearing Aid 0.67 0.72 0.81 0.84 0.87 0.90 

Medicare Part D Subsidy 0.00 (7.99) (29.54) (21.30) (23.22) (25.30)

InsuredLife and AD&D 0.22 0.64 2.81 1.30 1.30 1.30 

Operating Costs 23.65 26.63 28.45 30.99 32.76 34.67 

Total Expenses  $219.66  $237.58  $259.78  $321.23  $350.79  $382.42

Operating Surplus  $41.47  $48.00  $90.77  $85.92  $89.00  $67.00

Subsidy Per Active Per Month                        7.84                        8.95                      16.75                      16.03                      16.86                     12.82 

Subsidy Per Active Per Hour                        0.05                        0.06                        0.11                        0.11                        0.11                       0.09 

Income as a % of Expense 118.9% 120.2% 134.9% 126.7% 125.4% 117.5%

Average Number of Retirees  1,859  1,939  1,926  1,947  1,977  1,997

Section 1

The Trustees may wish to 
consider alternatives to the 
Medicare Part D Retiree 
Drug Subsidy.
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Y 17 Financial Experience and Budget Projections for 
Local XYZ Plan/Trust/Fund

OTHER OPTIONS/ADDITIONAL PAGES
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13

Section 1

17



Y 18 6 Financial Experience and Budget Projections for 
11.33 Local XYZ Plan/Trust/Fund

PLAN/TRUST/FUND ASSET POSITION
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Plan/Trust/Fund Assets as of Period En  $70,379,321  $75,452,944  $85,388,512  $83,959,312  $72,803,112  $47,272,212

Incurred But Not Reported Claims 6,326,000 7,794,000 7,906,500 9,197,500 10,125,600 11,138,600 

Auditor's Statement of Plan/Trust/Fund  $76,705,321  $83,246,944  $-  B 

TARGETED RESERVES
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Claims Fluctuation  $9,801,500  $11,479,100  $12,057,000  $13,938,900  $15,233,900  $16,642,800

Accumulated Eligibility 7,375,500 7,800,000 7,827,800 7,826,300 7,826,300 7,826,300 

Economic 43,917,000 52,187,300 55,839,800 63,365,300 69,870,400 77,040,300 

Total Targeted Reserves  $61,094,000  $71,466,400  $75,724,600  $85,130,500  $92,930,600  $101,509,400

Claims Incurred But Not Reported Reserve
Purpose: This reserve represents an estimate of the liability at the end of the fiscal year for:

1.   Claims that have already been submitted, but on which payment has not been made, and

2.   Incurred claims that have not yet been submitted

Claims Fluctuation Reserve

Accumulated Eligibility

Economic Reserve

Purpose: Amount needed to cover eligibility earned by active members but not yet provided as of the end of the period, commonly due to the lag between 
hours worked and eligibility for benefits.

Purpose:  Amount set aside to preserve financial solvency during a prolonged, adverse economic situation. 

Purpose:  Amount set aside to cover the possibility of actual benefit payments exceeding projected claims, commonly due to variations in large claims, claims 
trend patterns, legislative changes, and other factors.

Plan Assets projected for 
December 31, 2013, 
represent 55% of the Plan 
Assets as of December 31, 
2010. 

Plan Assets are projected to 
be almost even with Targeted 
Reserves for 2011, but are 
projected to fall short of 
Targeted Reserves for 2012 
and 2013.

Section 1
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Y 19 6 Financial Experience and Budget Projections for 
11.33 Local XYZ Plan/Trust/Fund

PLAN/TRUST/FUND ASSET POSITION AND TARGETED RESERVES GRAPH
Historical Results Projections

12 Months Ending Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13
Ratio of Plan/Trust/Fund Assets to Targeted Reserve 115.2% 105.6% 112.8% 98.6% 78.3% 46.6%

Ratio of Plan/Trust/Fund Assets to Next Year's Expe 67.4% 67.6% 67.4% 60.1% 47.3% 27.8%

Continuation Value (Months) 8.1 8.1 8.1 7.2 5.7 3.3
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Economic Claims Fluctuation Accumulated Eligibility Plan/Trust/Fund Assets

Targeted Reserves equal 
about 6 months of expenses. 
This compares to Plan 
Assets at 5.7 months and 3.3 
months at the end of 
calendar years 2012 and 
2013, respectively.

These projections are based 
on assumptions as set forth. 
We continue to look to the 
Trustees for input regarding 
industry outlook, the levels 
of work, and impact of 
current economic 
conditions.
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Y 20 Financial Experience and Budget Projections for 
Local XYZ Plan/Trust/Fund

KNOWN CONTRIBUTION RATES
Plan A 6/1/2007 12/1/2007 6/1/2008 6/1/2009 6/1/2010 6/1/2011

Active Benefits -Per Hour $4.80 $4.90 $5.25 $5.25 $5.60 $5.90

Retiree Benefits -Per Hour $0.25 $0.33 $0.39 $0.40 $0.50 $0.60

Plan B 6/1/2007 12/1/2007 6/1/2008 6/1/2009 6/1/2010 6/1/2011

Plan B -Per Month $500.00 $510.00 $530.00 $590.00 $650.00 $690.00

Apprentices 6/1/2007 6/1/2007 6/1/2007 6/1/2007 6/1/2007 6/1/2007

Apprentices -Per Month $400.00 $420.00 $440.00 $460.00 $510.00 $560.00

Aggregate Hours

Section 1

These rates are based on 
collective bargaining 
agreements in effect through 
December 31, 2011.
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Y 21 Financial Experience and Budget Projections for 
Local XYZ Plan/Trust/Fund

HISTORICAL INSURANCE PREMIUM RATES AND/OR VENDOR FEES
Medical ASO 1/1/2007 1/1/2008 1/1/2009 1/1/2010 1/1/2011 Next Renewal

Plan A Actives - Composite $9.45 $9.73 $10.07 $10.07 $10.58 1/1/2012

Non-Medicare Retirees - Composite $9.45 $9.73 $10.07 $10.07 $10.58 1/1/2012

Insured Stop Loss 7/1/2007 7/1/2008 7/1/2009 7/1/2010 7/1/2011 Next Renewal

Plan A Actives - Composite $13.52 $13.52 $13.52 $17.05 $18.65 7/1/2012

Non-Medicare Retirees - Composite $13.52 $13.52 $13.52 $17.05 $18.65 7/1/2012

Insured PPO 5/1/2007 5/1/2008 5/1/2009 5/1/2010 5/1/2011 Next Renewal

Plan A Actives - Composite $526.25 $549.39 $623.43 $632.63 $697.71 5/1/2012

Plan B Actives - Composite $480.46 $524.66 $610.96 $629.66 $646.94 5/1/2012

Non-Medicare Retirees - Per Person $451.07 $444.74 $504.68 $576.72 $640.69 5/1/2012

Medicare Retirees - Per Person $123.63 $139.96 $173.83 $181.09 $189.57 5/1/2012

Insured HMO 7/1/2007 7/1/2008 7/1/2009 7/1/2010 7/1/2011 Next Renewal

Plan A Actives - Composite $608.17 $704.27 $729.00 $770.22 $877.32 7/1/2012

Plan B Actives - Composite $553.42 $648.00 $714.40 $731.71 $833.45 5/1/2012

Non-Medicare Retirees - Per Person $553.46 $465.68 $514.32 $557.80 $635.89 5/1/2012

Medicare Retirees - Per Person $144.05 $174.30 $197.43 $225.03 $245.29 5/1/2012

Insured POS 1/1/2007 1/1/2008 1/1/2009 1/1/2010 1/1/2011 Next Renewal

Apprentice - Composite $411.48 $414.92 $485.45 $548.56 $600.31 1/1/2012

Insured Dental 1/1/2007 1/1/2008 1/1/2009 1/1/2010 1/1/2011 Next Renewal

Plan A Actives - Composite $26.70 $29.60 $31.20 2nd Year $32.00 1/1/2013

Plan B Actives - Composite $26.70 $29.60 $31.20 2nd Year $32.00 1/1/2013

Dental DMO 1/1/2007 1/1/2008 1/1/2009 1/1/2010 1/1/2011 Next Renewal

Apprentice - Composite $27.00 2nd Year $28.00 $29.40 $31.30 1/1/2013

Section 1
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Y 22 Financial Experience and Budget Projections for 
Local XYZ Plan/Trust/Fund

HISTORY OF PLAN CHANGES
Effective Date Plan Change
1/1/2000

1/1/2000

4/1/2003

8/1/2004

3/1/2006

1/1/2007

1/1/2007

1/1/2008

1/1/2011

1/1/2011

Due to compliance with mental health parity, Insured HMO does not allow carve out of mental health and chemical dependency
benefits.  Therefore, these coverages were added to the Insured HMO plan for Insured HMO participants.

The plan coinsurance level for the Indemnity Dental Plan were decreased from 100%/90%/80% to 100%/80%/60%.

A $50 calendar year per-person deductible was added under the Indemnity Prescription Drug Plan.

Total Health Management programs, including the cardiac care and diabetes targeted programs, were added to the Indemnity Medical
Plan.

Office visit copay under the HMO plans were decreased from $15 to $5 for both actives and retirees.

Apprentices joined the Plan, for whom a medical plan and a dental plan through Insured Dental were added. 

The Indemnity Medical Plan was eliminated for Plan B Actives.

The calendar year deductible under the Indemnity Medical Plan was increased from $200 to $400.

Prescription drug copay for generic drugs was eliminated and for brand name drugs was decreased from $20 to $5 for all plans.

Coverage for dental and vision benefits became available to retirees on a 100% self-paid basis.

Section 1
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Y 23 Financial Experience and Budget Projections for 
Local XYZ Plan/Trust/Fund

Plan/Trust/Fu – Net assets available for benefits, less Incurred But Not Reported Claims reserves.

Claims Fluctuation Reserves, Economic Reserves, and other reserves as determined by Trustee policy.

Investment Income – Amount of interest from fixed income securities and dividends from equities. This does not include other
realized or unrealized gains or losses on investments.

A realized gain or loss is the difference between the proceeds from the sale of an asset and the cost of acquiring the asset. An
unrealized gain or loss is the difference between the market value of an asset that is still being held and the cost of acquiring the
asset.

Incurred But Not Reported Claims – Reserve needed to cover claims that are known but not yet paid (pending), as well as unknown
claims that have been incurred but not yet submitted (unrevealed), as of the end of the period.

Economic Reserve  – Amount set aside to preserve financial solvency during a prolonged, adverse economic situation.

Targeted Reserves - Minimum desired level of Plan/Trust/Fund Assets, generally including Accumulated Eligibility Credit

For self-insured benefit expenses, trend is the projected change in per capita claims costs and is influenced by price inflation,
utilization changes, the leveraging impact of fixed deductibles and copayments, legislative changes and advances in health care
technology.

Accumulated Eligibility Credits Reserve – Amount needed to cover eligibility earned by active members but not yet provided as of
the end of the period, commonly due to the lag between hours worked and eligibility for benefits.

Breakeven Contribution Rate – The income needed to cover benefit expenses, net of participant contributions and investment
income. It does not include the amount needed to maintain or achieve targeted reserves.

Claims Fluctuation Reserve – Amount set aside to cover the possibility of actual benefit payments exceeding projected claims,
commonly due to variations in large claims, claims trend patterns, legislative changes, and other factors.

Trend Factors – Expected future increases in benefit and other expenses, expressed as a percentage of the prior year’s expense. For
insurance premiums and vendor fees, trend is the projected or estimated increases in rates or fees.

Margin  – A recommended amount added to the breakeven contribution rate to cover future fluctuations in expenses.

Operating Surplus / (Deficit) – Income less expenses, not including impact of unpredictable items such as realized or unrealized
gains or losses on investments.

Continuation Value – Plan/Trust/Fund Assets divided by the following year Benefit Expenses times 12 months. A measure of

Definition of Key Terms

Section 1
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Based on 
December 2012 -
November 2013 

Experience

a. Expected monthly incurred total claims per enrollee for 2013/2014 $800.00

b. Claims margin 1%

c. Expected monthly incurred claims with margin per enrollee for 2013/2014 (a. x (1 + b.)) $808.00

d. Expected number of enrollees in 2013/2014 (based on projected 2013/2014 enrollment)  1,500

e.1 Expected incurred claims for 2013/2014 (c. x d. x 12) $14,544,000

e.2 Expected federal subsidy for 2013/2014 re: Medicare Part D ($725,000)

e.3 Expected prescription drug rebates for 2013/2014 ($475,000)

e.4 Expected final incurred claims for 2013/2014 (e.1 + e.2 + e.3) $13,344,000

e.5 Expected final incurred claims per enrollee 2013/2014 (e.4 / d. / 12) $741.33

f. Estimated annual administrative and ASO expenses $1,750,000

g. Expected claim and expense costs for 2013/2014 (e.4 + f.) $15,094,000

h. Expected monthly costs per enrollee for 2013/2014 (g. / d. / 12) $838.56

i. Current 2013/2014 per enrollee premium (based on projected 2013/2014 enrollment) $900.00

Financial Experience and Budget Projections for
Local XYZ Plan/Trust/Fund

COST PROJECTION FOR JULY 2013 - JUNE 2014 PLAN YEAR
ACTIVE AND RETIREE COMBINED EXPERIENCE

Section 2
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2014/2015 
Projection

a. Expected monthly incurred total claims per enrollee for 2014/2015 $875.00

b. Claims margin 1%

c. Expected monthly incurred claims with margin per enrollee for 2014/2015 (a. x (1 + b.)) $883.75

d. Expected number of enrollees in 2014/2015 (based on projected 2014/2015 enrollment)  1,500

e.1 Expected incurred claims for 2014/2015 (c. x d. x 12) $15,907,500

e.2 Expected federal subsidy for 2014/2015 re: Medicare Part D ($775,000)

e.3 Expected prescription drug rebates for 2014/2015 ($500,000)

e.4 Expected final incurred claims for 2014/2015 (e.1 + e.2 + e.3) $14,632,500

e.5 Expected final incurred claims per enrollee 2014/2015 (e.4 / d. / 12) $812.92

f. Estimated annual administrative and ASO expenses $1,900,000

g. Expected claim and expense costs for 2014/2015 (e.4 + f.) $16,532,500

h. Expected monthly costs per enrollee for 2014/2015 (g. / d. / 12) $918.47

i. Current 2013/2014 per enrollee premium (based on projected 2014/2015 enrollment) $900.00

j. Projected 2014/2015 Increase 2.1%

Financial Experience and Budget Projections for
Local XYZ Plan/Trust/Fund

COST PROJECTION FOR JULY 2014 - JUNE 2015 PLAN YEAR
ACTIVE AND RETIREE COMBINED EXPERIENCE

Section 2
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ASSUMPTIONS

The financial projection is based on the following assumptions:

1.

2. Trend (Based on Industry Trends)

Medical Claims 9%
Prescription Drug Claims 7%
Prescription Drug Rebates 2%
Medicare Part D Subsidy 5%

3. Enrollment

November 2013 
Enrollment

2013/2014 Average 
Premium

(Based on Nov
2013 Enrollment)

Projected 
2013/2014 

Enrollment

Projected 
2014/2015 

Enrollment

Percent
Increase /

Decrease from 
Projected 13/14

Actives                      300 $1,250                      300                      300 0%
Non-Medicare Retirees                      300 $1,150                      300                      300 0%
Medicare Retirees                      900 $700                      900                      900 0%
Total                   1,500 $900                   1,500                   1,500 0%

Claims - Paid claims as provided by Carrier Name  for the one-year period from December 1, 2012 through November 
30, 2013.

Financial Experience and Budget Projections for
Local XYZ Plan/Trust/FundSection 2
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ASSUMPTIONS

4.

November 2012
Percent of Total

November 2013
Percent of Total

Actives
Single 60.0% 65.0%
Two-party 25.0% 20.0%
Family 15.0% 15.0%

Retirees
Single 65.0% 75.0%
Two-party 30.0% 20.0%
Family 5.0% 5.0%

5.

6.

7.

Financial Experience and Budget Projections for
Local XYZ Plan/Trust/Fund

Enrollment Distribution

Margin - The financial projection includes a 1% claims margin for 2013/2014 and 2014/2015.

Stop-Loss - Claims over the stop-loss amount for the one-year period from December 1, 2012 through November 30, 
2013 were provided by Carrier Name .

Administrative Expenses - 2013/2014 administrative expenses were provided by the Plan/Trust/Fund.  We assumed a 
5% increase in administrative expenses for 2014/2015.  The administrative expenses include the Affordable Care Act 
Comparative Effectiveness Research Fee per covered life per year of $2.00 for 2013/2014 and $2.06 for 2014/2015.  
The 2013/2014 and 2014/2015 expenses also include the Transitional Reinsurance Fee of $5.25 per covered life per 
month (excluding Medicare eligibles) effective January 1, 2014, which is proposed to decrease to $3.67 effective 
January 1, 2015.

Section 2
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Incurred But Not Reported Claim Reserves - Fiscal Year Ending December 31, 2010

Copyright © 2011
THE SEGAL GROUP, INC.,
THE PARENT OF THE SEGAL COMPANY
ALL RIGHTS RESERVED

Local XYZ Welfare Fund
Draft

Copyright © 2009 by The Segal Group, Inc., the parent of The Segal Company. All rights reserved.



THE SEGAL COMPANY

330 North Brand Boulevard

Suite 1100

Glendale, CA  91203-2308

T (818) 956-6700 F (818) 956-6790 www.segalco.com

Mr. Williams
ABC Accounting
1313 Mockingbird Lane
Hollywood, CA 90000

Dear Mr. Williams:

Sincerely,

THE SEGAL COMPANY

By: 
Jim Smith Hide
Health Consultant Hide

cc: John Green
Janet Orange

Copyright © 2011 by The Segal Group, Inc., the parent of The Segal Company. All rights reserved.

Draft

April 15, 2011

Our figures include both pending (known but not paid) and unrevealed (unknown) claim reserves.  If 
you calculate actual payable amounts in the course of your audit, that amount may be split from the 
amount above, as long as the total amount remains the same.

We trust this provides the information requested. However, if you have any questions regarding this
information, please give us a call.

We are a firm of independent actuaries and consultants for benefit Funds such as this one. We are
independent of the Local XYZ Welfare Fund, its officers or key personnel, and we have no relationship
with any party that impairs our independence. We consider the Fund to be an ongoing entity with no
plan by the sponsor to fully or partially terminate the Fund.

We have been requested to provide you with the incurred but not reported claim reserves, accumulated
eligibility, and Large Claim reserves for the Fund’s fiscal year ended December 31, 2010.

The projections in this report are estimates of future costs and are based on information available to 
The Segal Company at the time the projections were made.  The Segal Company has not audited the 
information provided.  Projections are not a guarantee of future results.  Actual experience may differ 
due to, but not limited to, such variables as changes in the regulatory environment, local market 
pressure, health trend rates and claims volatility.  The accuracy and reliability of health projections 
decrease as the projection period increases.



Y Claims Payable and Currently Due and Incurred but Not Report Claims (IBNR)
Local XYZ Welfare Fund

IBNR
12 Months Ending Dec-09 Dec-10 Change Dec-09 Dec-10 Change          
Actives: Paid Claims Paid Claims Percent Amount IBNR IBNR Percent Amount

Medical $7,680,000 $8,760,300 14.1% $1,080,300 $1,228,800 $1,445,000 17.6% $216,200
Prescription Drugs 1,000,000 1,111,000 11.1% 111,000 50,000 44,600 -10.8% (5,400)
Dental 488,000 536,000 9.8% 48,000 78,100 71,300 -8.7% (6,800)
Vision 75,000 148,500 98.0% 73,500 18,800 40,400 114.9% 21,600 
Total $9,243,000 $10,555,800 14.2% $1,312,800 $1,375,700 $1,601,300 16.4% $225,600

Retirees Paid Claims Percent Amount IBNR Percent Amount
Medical $1,000,000 $1,200,000 20.0% $200,000 $240,000 $264,000 10.0% $24,000
Prescription Drugs 600,000 750,000 25.0% 150,000 30,000 37,500 25.0% 7,500 
Total $1,600,000 $1,950,000 21.9% $350,000 $270,000 $301,500 11.7% $31,500

Total $10,843,000 $12,505,800 15.3% $1,662,800 $1,645,700 $1,902,800 15.6% $257,100

Accumulated Eligibility Credits Change          
Full-Time 01/01/10 01/01/11 Percent Amount

(1) Cost Per Active Member $662.00 $762.07 15.1% $100.07
(2) Months of Accumulated Eligibility 6,000 5,100 -15.0% (900)

Total Accumulated Eligibility Obligation (1)*(2) $3,972,000 $3,886,600 -2.2% -$85,400
Part-Time 01/01/10 01/01/11 Percent Amount

(1) Cost Per Active Member $428.00 $456.48 6.7% $28.48
(2) Months of Accumulated Eligibility 2,800 2,700 -3.6% (100)

Total Accumulated Eligibility Obligation (1)*(2) $1,198,400 $1,232,500 2.8% $34,100

Large Claim Change
01/01/10 01/01/11 Percent Amount

Total Reserves $425,000 $468,000 10.1% $43,000

Y

Y

These reserves have been calculated based on formulas representative of reasonable levels of such claims as established by industry
standards. The standards are based upon insurance company studies, lag studies, and actuarial assumptions. The formulas may vary
depending upon plan design, specific lag studies, and claims backlog data.

Draft

Incurred But Not Reported Claims (IBNR) – Reserve needed to cover claims that are known but not yet paid (pending), as well as
unknown claims that have been incurred but not yet submitted (unrevealed), as of the end of the period.

Accumulated Eligibility Credits Reserve (AEC) – Amount needed to cover eligibility earned by active members but not yet provided as
of the end of the period, commonly due to the lag between hours worked and eligibility for benefits.

Large Claim - 
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Incurred But Not Reported Claims $1,902,800
Accumulated Eligibility Credits 5,119,100
Large Claim 43,000
Total $7,064,900

By: 4/15/2011
Jane Doe
Health Actuary

The liabilities for the Future Eligibility have been estimated based on the average expected cost of
benefits per eligible participant and the accumulated eligibility credits. The liabilities for IBNR claims
have been estimated using claims lag data and standard methodologies. These liabilities have been
computed in accordance with generally accepted and consistently applied actuarial standards, and are
fairly stated in accordance with actuarial principles given the available data.

The estimated liabilities as of December 31, 2010 are as follows:

Draft
I am an Associate of the Society of Actuaries and a member of the American Academy of Actuaries. I
meet the Qualification Standards for health plan valuations and experience analyses set forth by the
American Academy of Actuaries.

I have been retained by the Local XYZ Welfare Fund for the purpose of estimating the liabilities as of
December 31, 2010. My work included an evaluation of claim payment lag and historical financial
experience where appropriate. For my evaluations, I have relied upon data provided by the Fund.

LOCAL XYZ WELFARE FUND
Actuarial Certification of Reserve Calculations

This opinion does not address any liabilities required under AICPA Statement of Position 92-6
regarding retiree health and welfare obligations.
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SAMPLE STOP LOSS CONTRACT REVIEW 

 
  



 

THE SEGAL COMPANY 
333 West 34th Street  New York, NY 10001-2402 
T 212.251.5000  F 212.251.5490  www.segalco.com 

 
 

 
 
 

 

 Benefits, Compensation and HR Consulting Offices throughout the United States and Canada 
  

Founding Member of the Multinational Group of Actuaries and Consultants, a global affiliation of independent firms  

  

   

 

M E M O R A N D U M  

To:  

From:  

Date: November 19, 2010 

Re: Medical Stop Loss Contract Review  

 
Objectives ot the Stop Loss Contract Review 
 
The following report provides an technical assessment of the current contract terms provided by 
ING/Reliastar (ING) for XYZ Health Fund.  Our review is based on current industry practices 
and is intended to provide the Trustees with critical gaps and weaknesses in the insurer contract 
language that lead to gaps in coverage or non-competitive terms.  Areas for improvement may 
presented to the insurer to be remedied in the form of amendments to the contract. 
 
Below are contract items that we have identified that the Trustees should be aware of, or that 
could be a potential concern [organized by ING contract heading]: 
 
Excess Risk Schedule: 
 

1. In many instances, the stop loss policy contract period is not the same as the underlying 
plan's "plan year"..  If the plan year is different  than the stop loss policy term,  then the 
XYZ Health Fund will change the stop loss policy period to match the health plan policy 
period. 

2. The plan will have to remove any lifetime maximums on essential benefits to conform 
with the Affordable Care Act (ACA).  If this is the case, the Trustees may want to 
amend the stop loss policy to remove the $2 million lifetime maximum. 

 
Individual Excess Risk Insurance -- coverage exclusions and limitations section: 
 

1. Under item C, ING will not reimburse for claims in excess of "reasonable and 
customary".  The Health Fund should confirm that ING's definition of "reasonable 
and customary" is the same as that defined by the plan document and 
administered by the Third Party Administrator. 



November 19, 2010 
Page 2 

 

2. Under item I, ING will not reimburse for expenses incurred outside of the United States, 
unless it is an emergency.  Presumably, this would include "Medical Tourism" claims, if 
any members take part in having surgeries done outside of the U.S. This may be 
negotiable only during competitive bids. 

3. Under letters K and M, ING assumes that any benefits that were not properly 
coordinated with another plan, (eg. Medicare, other primary coverage) will not be 
reimbursable.  This is a standard industry practice. 

 
Request for Amendment Form 
 

1. It is noted that prescription drugs were added to the stop loss policy on August 1, 2009.  
Does this include specialty (injectable) medications? The contract should explicitly 
include the coverage of specialty medications. Otherwise, the value of the stop loss 
plan is reduces as gaps in coverage of high cost medications could fall directly on the 
plan in the form of additional claim expenses. 

 
Definitions 
 

1. Page. 3, under "Employee", ING includes "Actively at Work" exclusion language, but 
presumably this does not apply, as the box on the Excess Risk Schedule to waive 
Actively at Work has been checked. In paragraph 1, there is a limitation in that the 
benefits payable will be subject to the prior carrier's lifetime maximum benefit (if less 
than ING's) until that person becomes active, at which time ING's maximum benefit will 
apply. This contradiction should be fixed by removing the exclusion in the 
definition of “Employee”  

2. Page, 3. Experimental or Investigational    -- Do these definitions from ING conflict with 
the plan sponsor's plan documents in any way?  The stop loss policy definition 
should mirror the health plan document. 

3. Page. 4. "Maximum Individual Lifetime Benefit".  ING indicates that that they will pay out 
up to the lifetime maximum of the policy for any individual.  If benefits are restored in any 
way, they will not apply restored benefits to that individual.  It also says, "This amount 
will not be affected … by a change in the Plan Sponsor's Excess Risk Insurer".  
Presumably, they mean if someone had reached the lifetime maximum prior to ING's 
policy effective date, expenses for this individual will not be covered by this policy -- 
which is typical.  

 
Miscellaneous Provisions 
 

1. p. 5, under "Premiums".  "The premium rates may also be changed on any premium due 
date after the first Contract Period."  We would typically like to have language that 
would require at least a 60-day notice if this were to occur. This allows Trustees 
time to negotiate the renewal or seek competitive bids in the event that acceptable terms 
can not be reached 

2. p. 5, under "Data Required".  Note that ING indicates that it is the Plan Sponsor 
responsibility for providing the necessary claim and supporting documentation 
information.  As a result, the Trustees should make sure they have contractual 
commitments from their claim payer/Third Party Administrator to meet the 
necessary data reporting requirements imposed by ING..   

3. p. 6, under "Policy Amendments/Changes".  This defines ING/ Reliastar's ability to 
amend the policy, but there is no provision allowing the Trustees to do so.  The contract 
should specify what the protocols are for the Trustees to amend the policy. 



November 19, 2010 
Page 3 

 

4. p. 6, under "Employee Benefit Plan Amendments".  ING expects to be notified prior to 
the effective date of any amendment.  (In practice, this often does not happen, but there 
is a provision under the ACA requiring plan sponsors to do this as well -- to notify 
members of changes before they happen.)  In addition, ING reserves the right to revise 
their premiums or expected claim rates upon an amendment.  If ING does not receive 
such amendments, they have the right not to pay the claim.  It is essential for the plan 
sponsor to notify ING of all plan changes to ensure no gaps in coverage arise 
from failure of notification. 

5. p. 6, under "Reimbursement'.  This pertains to claim recoveries -- for example, if a claim 
is a result of an automobile accident, and the Health Fund’s Third Party Administrator 
recovers claims that were payable under an automobile policy.  ING requires that the 
Health Fund assign its rights to recover sums paid on behalf of an individual.  Rather 
than assigning all rights (which it appears that is what is being said) it should be 
qualified to say that the rights will be assigned to ING to the payments made by 
ING.  The Health Fund is required to notify ING within 10 days of initiating a recovery.   

 
Other Recommendations 
 

1. We did not see any "hold harmless" language for either party. The Trustees may want to 
pursue adding a hold harmless clause against errors and omissions made by ING. 

2. The Trustees may want to include a clause that grants them the right to audit INGs 
ability to meet HIPAA privacy and security regulations 

3. The Health Fund should confirm with the Third Party Administrator that it is providing 
ING the necessary information according to their policy. 

4. The Health Fund should inventory plan changes made each year and provide all up to 
date plan documents and policy amendments to ING to avoid gaps in coverage. 

5. The Trustees may determine that a competitive bid is warranted to obtain more 
favorable contract terms and pricing. The competitiveness of stop loss premium rates 
can be determined through competitive bidding and should be conducting periodically.   

cc:  
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Exhibit 8 
 

SAMPLE BUDGET SUMMARY 



XYZ
Summary of Total Budget

2010 2011 2012

XYZ 
Contribution per 
MOU Unit Cost 
and Nov 2009 

enrollment

Cost - Based on 
actual renewals 

and average 
2010 enrollment

XYZ 
Contribution per 
MOU Unit Cost 
and Nov 2010 

enrollment

Cost - Based on 
actual renewals 

and average 
2011 enrollment

XYZ 
Contribution per 
MOU Unit Cost 
and Nov 2011 

enrollment

Projected - 
Based on actual 

renewals and 
average 2012 
enrollment

XYZ 
Contribution per 
MOU Unit Cost 
and Nov 2012 

enrollment

Projected - 
Based on actual 

renewals and 
Aug 2013 

enrollment

XYZ 
Contribution per 
MOU Unit Cost 
and Aug 2013 

enrollment

Projected - 
Based on actual 

renewals and 
Aug 2013 

enrollment

Annual Per Capita Cost

Actives 3,120.78$           2,787.28$           3,227.72$           3,056.60$           3,227.72$           3,523.50$           3,379.32$           3,671.83$           3,530.92$           3,997.25$           

Retirees under 65 4,687.37$           4,181.90$           4,847.99$           4,311.42$           4,847.99$           4,762.75$           5,075.69$           4,944.76$           5,303.39$           5,322.60$           

Retirees over 65 2,222.85$           1,821.96$           2,299.03$           1,882.19$           2,299.03$           1,696.30$           2,407.01$           1,873.86$           2,514.99$           1,975.27$           

Annual Cost (Millions) 106.5$                92.4$                  106.5$                95.6$                  103.4$                101.0$                 103.2$                102.0$                 106.6$                110.3$                 

Difference in Anthem Total 
Claims Target Liability and 
Total Claims Target Charges 
Paid by District

10.1$                   

Difference (Millions) (14.1)$                 (10.9)$                 (12.4)$                 (1.1)$                   3.7$                     (34.9)$        

Aggregate Contribution
per MOU (Millions)

963.0$                996.0$                958.1$                1,003.1$             1,048.1$             

Enrollment
 November

2009* 
 Average
2010** 

 November
2010* 

 Average
2011** 

 November
2011** 

 Average
2012** 

 November
2012* 

 August
2013** 

 August
2013** 

 August
2013** 

Actives 24,095                23,488                22,827                22,258                21,789                21,117                 20,254                19,779                 19,779                19,779                 

Retirees under 65 2,287                  2,300                  2,340                  2,205                  2,175                  2,090                   2,075                  2,059                   2,059                  2,059                   

Retirees over 65 9,261                  9,497                  9,345                  9,577                  9,790                  9,830                   10,059                10,266                 10,266                10,266                 

Total 35,643                35,285                34,512                34,040                33,753                33,037                 32,388                32,104                 32,104                32,104                 

*Provided by XYZ
**Reported by the Carriers

2013 2014

Total
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XYZ

Calendar Year Projection by Carrier / Product 2012 2013 2014

Anthem Blue Cross
HMO Select Actives $309.8 $294.6 $338.2

HMO Select < 65 Retirees $31.8 $29.2 $33.8
EPO Actives $81.8 $72.8 $72.8

EPO <65 Retirees $29.0 $25.2 $23.6
EPO 65+ Retirees $80.2 $105.0 $112.4

Sub Total $532.6 $526.8 $580.8
PacifiCare / Health Net

Health Net HMO $197.2 $193.2 $215.8
Health Net Retiree < 65 $17.2 $19.2 $21.4

Health Net Seniority Plus $5.6 $7.0 $7.2
PacifiCare Secure Horizons (Medicare) $10.4 $11.4 $9.6

Sub Total $230.4 $230.8 $254.0
Kaiser

HMO $567.2 $568.2 $608.2
Retirees Under 65 $77.8 $85.2 $92.4

 Retirees Over 65 (Kaiser Senior Advantage) $72.2 $73.6 $76.6
Composite Retiree (for Comparison only) $150.0 $158.8 $169.0

Sub Total $717.2 $727.0 $777.2
MetLife Dental

HMO Actives $18.0 $15.8 $16.2
HMO Retirees $12.8 $12.4 $12.8

PPO Actives $120.4 $112.4 $115.2
PPO Retirees $66.4 $70.8 $72.4

Sub Total $235.6 $227.2 $232.8
Western Dental

HMO Actives $3.6 $3.2 $3.2
HMO Retirees $0.4 $0.4 $0.4

HMO Plus Plan Actives $2.0 $2.4 $2.0
HMO Plus Plan Retirees $0.4 $0.4 $0.4

Sub Total $6.4 $6.4 $6.0
Vision Service Plan

VSP Actives $10.0 $9.2 $10.8
VSP Retirees $10.0 $10.4 $12.0

Sub Total $20.0 $19.6 $22.8
EyeMed Vision Care

EyeMed Actives $10.0 $9.6 $9.6
EyeMed Retirees $1.6 $1.6 $1.6

Sub Total $11.6 $11.2 $11.2
MHN

EAP (Actives Only) $1.2 $1.2 $1.2
Sub Total $1.2 $1.2 $1.2

CVS Caremark Rx (including Rebates)
Actives $124.8 $130.4 $146.0
Retirees $213.2 $245.6 $265.2

Sub Total $338.0 $376.0 $411.2
ING

Life Insurance $5.2 $4.8 $3.6
Sub Total $5.2 $4.8 $3.6

Opt Outs with $3,000 Credit
Opt Outs for Cash $38.4 $37.6 $37.6

Sub Total $38.4 $37.6 $37.6
District Administrative Cost $20.4 $20.4 $20.4

Total in Thousands $3,637.2 $3,673.6 $3,970.8
Year over Year % Change 1.04% 8.22%

Estimated Value of Medicare Part D $39.07 $39.20 $39.20

Fiscal Year 2013 2014
Total Cost in Millions $3,655.40 $3,822.20

Year over Year % Change 4.56%

Annual Projection (Thousands)

Version - November 2013
(Based on Average 2012 Enrollment, August 2013 Enrollment and 2014 Renewals)

The 2012 projection is based on average enrollment as reported by the carriers for 2012.  The 2013-2014 projection is based on August 2013 enrollment as 
reported by the carriers.  Rates used in the projection are based on actual rates for 2012-2014. Projections are subject to change due to actual claims for Blue 
Cross and CVS Caremark.

The projections in this report are estimates of future costs and are based on information available to Segal Consulting at the time the projections were made. 
Segal Consulting has not audited the information provided. Projections are not a guarantee of future results.  Actual experience may differ due to, but not limited 
to, such variables as changes in the regulatory environment, local market pressure, health trend rates and claims volatility. The accuracy and reliability of health 
projections decrease as the projection period increases.

It should be noted that our projection of retiree costs takes into account only the value of benefits for current retirees during the period referred to in the 
projection.  It does not reflect the present value of any retiree benefits for active, disabled or terminated employees during periods other than the projection 
period.
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XYZ

Enrollment Without COBRA

Enrollment by Carrier / Product Average 2012(1) August 2013(1)

Anthem Blue Cross
HMO Select Actives 6,275                         5,856                         

HMO Select < 65 Retirees 538                            538                            
EPO Actives 1,143                         1,073                         

EPO <65 Retirees 410                            377                            
EPO 65+ Retirees 5,348                         5,549                         

Total 13,715                       13,393                       

Health Net
HN HMO 2,988                         2,661                         

HN Retiree <65 223                            225                            
HN Seriority Plus 202                            254                            

Total 3,413                         3,140                         

PacifiCare
Secure Horizons (Medicare) 407                            442                            

Kaiser
HMO 9,645                         9,150                         

Retiree Under 65 918                            919                            
Retiree Over 65 3,873                         4,021                         

Retiree Combined 4,792                         4,940                         
Total 14,437                       14,089                       

Opt Outs (2) (3)
Opt Outs 1,065                         1,039                         

MEDICAL Total
ACTIVES 21,117                       19,779                       

RETIREES 11,920                       12,326                       
TOTAL 33,037                       32,104                       

MetLife Dental
HMO Actives 8,640                         7,584                         
HMO Retirees 3,103                         3,042                         

PPO Actives 10,992                       10,269                       
PPO Retirees 8,788                         9,363                         

Total 31,523                       30,257                       

Western Dental
Actives 1,148                         1,006                         
Retirees 93                              106                            

Plus Plan Actives 432                            559                            
Plus Plan Retirees 77                              106                            

Total 1,750                         1,777                         

Vision Service Plan
VSP Actives 10,760                       9,979                         
VSP Retirees 10,778                       11,035                       

Total 21,538                       21,014                       

EyeMed Vision Care
EyeMed Actives 9,823                         9,314                         
EyeMed Retirees 1,402                         1,513                         

Total 11,225                       10,827                       

MHN
EAP 24,418                       24,812                       

CVS (Blue Cross Enrollment used)
Actives 7,418                         6,929                         
Retirees 6,297                         6,465                         

Total 13,715                       13,393                       

ING
Life Insurance Basic Life 21,030                       20,330                       

(2) Used the 2012 Open Enrollment counts provided by the District.
(3) Used the 2013 Open Enrollment counts provided by the District.

(1) Enrollment provided by the Carriers.
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XYZ

Rate Summary

Carrier / Product
2013
Rates

2014
Rates

Percent
Increase / 
Decrease

Anthem Blue Cross
HMO Select Actives 777.66$           892.90$           14.8%

HMO Select < 65 Retirees 841.51$           968.37$           15.1%
EPO Actives 1,050.44$        1,048.56$        -0.2%

EPO <65 Retirees 1,035.21$        965.37$           -6.7%
EPO 65+ Retirees 292.53$          313.02$          7.0%

Health Net
HN HMO 1,121.93$        1,253.64$        11.7%

HN Retiree <65 1,316.81$        1,471.41$        11.7%
HN Seriority Plus 427.10$           434.60$           1.8%

UHC
Secure Horizons (Medicare) 395.58$           332.79$           -15.9%

HMO 960.04$           1,027.55$        7.0%
Retiree Under 65 1,432.10$        1,554.09$        8.5%

283.20$           294.59$           4.0%

MetLife Dental
HMO Actives 32.21$             33.02$             2.5%
HMO Retirees 31.85$             32.66$             2.5%

PPO Actives 84.53$             86.66$             2.5%
PPO Retirees 58.31$             59.78$             2.5%

Western Dental
Actives 25.06$             24.21$             -3.4%
Retirees 21.45$             20.71$             -3.4%

HMO Plus Actives 29.00               24.98               -13.9%
HMO Plus Retirees 27.61$             23.78$             -13.9%

Vision Service Plan
Actives 7.18$               8.48$               18.1%
Retirees 7.18$               8.48$               18.1%

EyeMed Vision Care
Actives 7.95$               8.10$               2.0%
Retirees 7.95$               8.10$               2.0%

MHN
EAP 0.32$               0.32$               0.0%

CVS Caremark
Actives 145.45$           162.89$           12.0%
Retirees 293.71$           317.18$           8.0%

ING
Life Insurance Basic Life 1.89$               1.31$               -30.6%

Kaiser
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