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Appendix C

Anthem Blue Care HMO — Health Plan Changoes

**iffective July 1, 2014 % %%

In an effort to reduce future health insurance premium rate increases, the City of Hartford will implement health benefit
plan design changes to the optional Anthem Blue Care HMO Program beginning 7/1/2014.

These changes will moderate the 2014-2015 premium increase to approximately 2.5% for active and retired employees
electing this optional health plan. Without implementing the changes below, the Anthem Blue Care HMO Health Plan
premium increase is projected to exceed 11.5% for fiscal year 7/1/2014 - 6/30/2015.

The following changes are:

Blue Care Health Plan Current Benefit New Benefit
Office visit (Primary Care 85 $15
Physician & Specialist)
In-Patient Admission $0 $150
Copayment
Emergency Room Copayment | $50 $100
Out Patient Surgery $0 $50
Copayment

Annual Prescription Drug $2000 (70% / 30% coinsurance $2500 (70% 7 30% coinsurance

Maximum after max met) after max met)

Brand Name Rx Copayment | $5 §25

Mandatory Generic Rx Mot applicable Publie Secior Mandatory

- Generic Yersion

Retail Day Rx Supply 34 day supply 30 day supply

Mait Order Day Rx Supply 100 day supply 90 day supply

Mail order Rx Copayment 83 2 x Copayment { $10 generic/
$50 brand name) for a 90 day
supply

To help you better understand the health plan design changes, we plan to schedule Informational Sessions for employees
enrolled and/or interested in enrclling into the Blue Care Health Plan during our open enrollment period beginning May
19th through June 20th. The Benefits Division of Human Resources is available to set up departmental session and
answer any questions. They can be reached at (860} 757-9860.

Anthem Blue Care Rates and employee premium contribution amounts will become available during owr Open Enrollment
period from May 19" — June 20™,
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Actuarial Valuation Report

City of Hartford and Board of Education
Valuation of Postemployment Benefit Plan

Fiscal Years Ending June 30, 2012 and June 30, 2013
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City of Hartford and Board of Education

introduction

This report has been prepared to present to management the accounting and reporting requirements for
the fiscal year ending June 30, 2012 for postemployment benefits other than pensions {OPEBs) as set
forth in Statement No. 45 of the Governmenta! Accounting Standards Board ("GASB 457). it also presents
projected results for the fiscal year ending June 30, 2013, Determinations for purposes other than
financial accounting requirements may be significantly different from the results reported herein. Thus,
the use of this report for purposes other than those expressed here may not be appropriate.

In conducting the valuation, we have relied on personnel and plan design information supplied by the

City of Hartford and Board of Education (“City and Board"}), We have relied on health care claims provided
by Anthem and Caremark. While we cannot verify the accuracy of all of this information, the supplied
information was reviewed for consistency and reascnability. This information alang with any adjustments or
modifications is summarized in various sections of this report.

This valuation has been conducted in accordance with generally accepted actuarial principles and
practices, Including the applicable Actuarial Standards of Practice (ASOPs) as issued by the Actuarial

" Standards Board. In addition, the valuation resuits are based on our understanding of the requirements of
GASB 45. The information in this report is not intended to supersede or supplant the advice and
interpretations of the City's auditors.

The actuarial assumptions and methods used in this valuation are described in the Actuarial Assumptions
and Methods section of this report. The City and Board selected the economic assumptions and
prescribed them for use for purposes of compliance with GASB 45. The demographic assumptions were
also prescribed by the City of Hartford and Board of Education. It is our belief that they represent
reasonable expectations of anticipated plan experience.

The preparation of this report included both health care and pension actuaries familiar with the near-term
and long-term aspects of postemployment benefits. The undersigned are familiar with these aspects of
postemployment valuations and meet the Qualification Standards of the American Academy of Actuaries
necessary to render the actuarial opinions herein. All of the sections of this report are considered an
integral part of the actuarial opinions.

Hewitt Associates LLC, an Aon Hewitt company

Jouanjnd_ bt

Laura M. Watson, FSA, EA, MAAA Mike Morfe, ASA, MAAA, FCA
Aon Hewitt Acon Hewitt
November 2013
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City of Hartford and Board of Education

Hewitt

Summary

Highlights of the Valuation
The following table presents the GASB 45 valuation results for the fiscal years ending June 30, 2012 and
June 30, 2013", as compared to the results for June 30, 2011.

Fiscal Year Ending Fiscal Year Ending Flscal Year Ending
June 30, 2011 June 30, 2012 June 30, 201 3!

Prineipal Funding Results
Actuarial Accrued Liability, Beginning of Year $ 247,851,964  § 261,782,218  § 273,325,713

Actuarial Value of Assets, Beginning of Year -
Unfunded Actuarial Accrued Liability (UAAL) $ 247,851,964

261,782.218  § 273,325,713

$

Normal Cost, End of Year $ 4,808,204 § 5303696 $ 5,269,340
Amortization of UAAL® 10,950,869 13,018,237 13,667,531
Annual Reguired Confribution {ARC) $ 15,759,173 & 18,321,933 § 18,936,871
Normal Cost, End of Year $ 4,808,204 $ §,303,696 $ 5,269,340
Additional Amount 11,208,772 9,910,570 10,438,108
Policy Funding Centribution $ 16,016,976  § 16,214,267 § 15,707,448
Principal Accounting Results
Net OPEB Obligations/{Asset), 3 420907000 $ 48,082,616 § 55,096,385

Beginning of Year
Annual Required Contribution {ARC) $ 15,759,172 $ 18,321,933 & 18,836,871
Interest on Net OPEB Obligation 2,390,262 2,710,494 3,180,378
ARC Amortization Adjustment {1,895,782) {2,391,113) {2,800,074)
Annual OPEB Cost for Fiscat Year $ 16,253653  § 18,641,314  § 19,317,175
Expected Pay-As-You-Go Cost $ 11,205,716 § 9,805,068 3§ 10,389,631
Personnel Information at Beginning of Year®
Medical
Actives® 4,441 3,008 4,028
Retiress 2,328 2,213 2,208
Tofal 6,770 6,212 6,237
Life
Actives® 4,441 2,450 2,420
Retirees 3,411 2,976 2,988
Total 7,852 5,435 5,408

' Valuation results for fiscal year ending June 30, 2013 are based on an open group projection from the prior valuation.

2UAAL is amortized over an open 30-year period as a level percent of pay.

3 personnel information was collected as of July 1, 2010 (and projected o July 1, 2011) and as of July 1, 2012.

42012 counts exclude BOE actives over age 65 (medical) or ineligible for retiree life insurance (life); 2013 counts
reflect level headcount overall with new hires adding fo the pre-65 group and joining some populations ineligible for
life insurance; hence, the change in active headcount.

Consulting | Retirement Summary
Proprietary & Gonfidenlial | Cily of Hartford and Board of Education 2011-2013-OPEB-Updale.docf331-25-72267 11/2013 2
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City of Hartford and Board of Education

' Hewilt

Highlights of the Valuation
Valuation results for 2011/12 reflect the following changes and updates since the valuation performed in
2009/10:

Plan Changaes
Updates to plan provisions were provided by the City and Board, most notably:

= Clarification of the group eligible for life insurance benefits, and
= |dentification of special retiree medical contribution/stipend provisions applicable to legacy groups.

In addition, the excise tax on high cost medical plans that is expected to impact the City and Board
beginning in 2018 was included in the valuation. The increase In liahilities (shown separately in

the exhibits) at July 1, 2012 was $15.7 million; the increase in normaf cost was $0.8 million, and the
increase in the ARC was $1.7 million,

The new Collective Bargaining Agreement between the City and the Hartford Pelice Union, which runs
through June 30, 2016, amended the retiree medical plan. Employees reliring after the approval of

the Agreement are no longer eligible for medical coverage after age 65. Employees hired on or after

July 1, 2012 are eligible to purchase pre-65 medical coverage at retirement at the rate used to determine
the equivalent monthly premium for active employees at the time of their retirement minus the employee’s
health insurance contribution. This rate will remain unchanged as long as the retiree is covered in

the plan. Employees hired prior to July 1, 2012 were given a one time choice to select either the current
pre-65 retiree medical plan or the new coverage that will be provided to post July 1, 2012 employees,
The impact of this plan change, including elections, was an increase in the OPEB obligation as of

July 1, 2012 of $356,558, a decrease in the normal cost of $177,552, and a net decrease in the ARC

of $170,318.

Assumption Changes
The mortality assumplion was updated to reflect projected mortality improvement, using Scale AA.

The July 1, 2012 valuation results include an open group forecast, which incorporates the impact of new
hires during the 2011-12 fiscal year. New hires are added to the valuation so that the active population
remains level. New hire groups are designed to reflact the average demographics of recently hired
empleyees, by union, so the group of employees eligible for benefits may increase or decrease though
total active headcount is level.

Plan Experionce

There was no notable plan experience, except that a group of post-65 Board retirees who are not eligible
for Medicare was identified. This group does not pay the full cost of their post-685 medical benefits, uniike
the rest of the Board post-85 refirees,

Consulting | Retirement Summary
Proprielary & Gonfidential | Cily of Harlford and Board of Education 2011-2013-OPEB-Updale.doc/331-26-72267 11/2013 3
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City of Hartford and Board of Education

ng Results

Gonsulting | Relirement Funding and Accounting Results
Proprictary & Confidential | Cily of Harilord and Board of Education 2011-2013-0PEB-Updale.doc/331-Z5-72257 11/2013 4

3S




City of Hartford and Board of Education

! Hewilt

Funding and Accounting Restilis

The City of Hartford and Beard of Education adopted the expense and disclosure portions of GASB 45 for
its fiscal year ending June 30, 2008. The Unfunded Actuarial Accrued Liability is being amortized over a
period of 30 years for purposes of determining the Annual Required Contribution amount under GASB 45.

Valuing Postretirement Medical Benelils

In reviewing these valuation results, it should be noted that determining the value of future heaith care
henefits is especially difficult because assumptions must be made about future events that are hard to
predict, Future increases in health care costs are affected by many factors, including:

»  Medical inflation;
= Changes in utilization patterns;
» Technological advances;

» Cost shifting {i.e., increase in private plans’ costs in nonmanaged programs due fo uninsured claims,
changes in the Medicare payment structure, and increased emphasis on managed care programs);

= Cost leveraging {i.e., erosion of fixed deductibles and out-of-pocket maximums); and
= Changes to government medical programs, such as Medicare.

Estimating Current Health Care Cosls

In addition to estimating future increases in health care claims costs, it is necessary o develop a starting
claims cost on a per covered individual basis. For a discussion of the process used fo develop claims and
details on the health care trend and other assumptions used in this valuation, see the Health Care Claims
Development and the Actuariat Assumptions and Method sections of this report.

Consulting | Retirement Funding and Accounting Resulls
Proprietary & Confidential | Cily of Hartford and Board of Education 2011-2013-OPEB-Updale.doc/331-Z5-72267 11/2013 5
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Hewitt

Liabilities and Expense
The following table presents the liabilities and expense for the fiscal year ending June 30, 2012 for

City of Hartford and Board of Education

the City of Hartford;
Group 1 Group 2 Group 3 Total
Actuarial Accrued Liabfity
Medical
- Pre-65 $ 22812301 22,166,172 $ 9,388 § 44,987,871
- Post-65 88,667,484 55,307,392 131,283.35 144,106,159
- Total Medical $ 111,479,785 77,473,564 $ 140,682 & 189,004,030
Dental 6,280,194 4,974,054 9,644 11,263,893
Life 7,592,927 1,162,523 1,618 8,747,068
Exclse Tax 853,702 5,470,295 30,084 6,354,061
Total § 126,206,608 89,070,437 § 182,008 § 215,469,052
Normal Cost
Medical
- Pre-65 $ - 329799 § 26,339 $ 356,138
- Post-65 - 2,350,383 258,509 2,608,981
- Total $ - 2,680,182 $ 284,937 $ 2,965,119
Dental - 167.058 18,356 185,414
Life - 29,281 2,702 31,983
Excise Tax - 351,681 48,386 400,067
Tofal $ - 3,228,202 $ 354,382 § 3,582,583
Expected Net Clalims
Medical
- Pre-65 $ 2,976,817 1,389,686 5 6 % 4,366,609
- Post-65 2.679,933 125,822 15 2,805,771
- Tofal $ 5,656,750 1,515,509 $ 21 $ 7,172,279
Dental 360,347 91,845 1 461,193
Life 428,544 19,299 - 447,843
Exclse Tax - - - -
Tolat $ 6,454,641 1626653 § 22 $ 8,081,316
Results
Normat Cost, End of Year $ - 3,438,035 $ 382,732 3 3,820,767
Amortization of UAAL 5,757,782 4,924,659 11,993 10,694,434
ARG for Fiscal Year $ 5,767,782 8,362,604 $ 394,725 $ 14,515,201
Normal Cost, End of Year $ - 3,438,035 3 382,732 $ 3,820,767
Additional Amount 6,454,641 1,626,653 11,993 8,003,287
Policy Funding Contribution $ 6,454,641 5,064,688 § 394725  § 11,914,054
Personnel Information at Beginning of Year
Medicat
Aclives - 1,246 116 1,362
Retirees 1,486 245 - 1,731
Totat 1,486 1.4 116 3,003
Life
Actives - 1,246 116 1.362
Relirees 1,924 198 - 2,122
Total 1,924 1,444 116 3,484
Consulting | Retirement Funding and Accounting Resulis
Propristary & Confidentiat | City of Hartford and Board of Education 2011-2013-OPEB-Updale doc/331-25-72267 1172013 6
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Hewilt

The following table presents the liabilities and expense for the fiscal year ending June 30, 2013" for

the City of Hartford:;

City of Hartford and Board of Education

Group 1 Group 2 Group 3 Tofal
Actuarial Accrued Liability
Medical
- Pre-85 $ 20,902,586 $ 37416328 73,421 $ 58,392,334
- Post-65 90,354,744 48,008,187 323,254.60 138,776,185
- Total Medical $ 111,257,330 $  85514,514 396,675 $ 197,168,520
Denlal 8,215,736 5,380,500 31.628 11,627,864
Life 7,533,447 1,331,466 7.550 8,872,463
Excise Tax 896,386 6,143,673 83,813 7,123,872
Tolal $ 125,002,809 § 98,370,153 519,667 $ 224792719
Normal Cost
Medical
« Pre-65 3 - $ 866,188 69,967 $ 936,155
- Post-65 - 1,613,769 307,164 1,920,932
- Total $ - $ 2,478,957 377,130 $ 2,857,087
Dental - 162,340 26,508 188,848
Life - 37,430 6,047 43477
Excise Tax - 336,871 66,232 403,103
Total § - 5 3,016,598 475,917 s 3,492 515
Expected Net Glaims
Medical
- Pre-65 3 2,799,897 $ 1,417,581 - $ 4,217,478
- Post-65 3,045,073 210,007 - 3,265,170
- Tolal $ 5,844,970 3 1,627,679 - $ 7,472,649
Dental 375,813 160,038 - 475,851
Life 436,692 20,997 - 457,689
Excise Tax - - - -
Total $ 6,657 475 5 1,748,713 - 3 8,406,188
Results
Normal Cosl, End of Year 5 - $ 3,212,677 513,990 5 3,726,667
Amoriization of UAAL 5,743,926 5,438,835 34,243 11,217,005
ARGC for Fiscal Year $ 5,743,926 $ 8,651,512 548,234 $ 14943672
Normat Cost, End of Year $ - $ 3,212,677 513,990 $ 3,726,667
Additional Amount 6657475 1,748,712 34,243 8,440,431
Policy Funding Contribution § 6.657.475 $ 4,961,389 548,234 $ 12,167,098
Personnel Information at Beginning of Year
Medical
Aclives - 1,203 159 1,362
Retirees 1,447 281 - 1,728
Tolal 1,447 1.484 169 3.080
Life
Aclives - 1,203 169 1,362
Retirees 1,877 219 - 2,098
Total 1,877 1,422 159 3,458

! Valuation results for fiscal year ending June 30, 2013 are based on an open-group projection of June 30, 2012

resulfs.

Consulting | Relirement
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The following table presents the liabilities and expense for the fiscal year ending June 30, 2012 for
the Board of Education:

Actuariat Acerued Liability

Medical

- Pre-65

- Post-85

- Total Medical
Dentat

Life

Excise Tax
Total

Normal Cost
Medical

- Pre-65

- Post-65

- Total
Dental

Life

Excise Tax
Total

Expected Net Clalms
Medical

- Pre-65

- Post-65

- Total

Dental

Life

Exclse Tax

Totat

Results

Normal Cost, End of Year

Amortization of UAAL
ARC for Fiscal Year

Normal Cost, End of Year

Additional Amount

Policy Funding Contribution

I Hewilt

City of Hartford and Board of Education

Personnel Information at Beginning of Year

Medical
Actives’
Retirees
Total
Life
Actives’
Retirees
Tolal

Group 1 Group 2 Group 3 Total
3 1,897,578 13,353,671 28,137 § 15,279,386
15,018,625 386,384 - 15,405,008
$ 16,916,203 13,740,055 28137 § 30,684,395
995,956 2,137,103 3439 3,136,498
2,455,674 626,628 391 3,082,593
4,245,298 5,182,777 21,605 9,419,680
$ 24,613,031 21,656,562 53,672 § 46,323,165
$ - 732,596 76,586 § 809,182
$ - 732,596 76,586 § 809,182
- 111,251 9,337 120,587
- 256,813 1,210 27,023
- 373,705 59,854 433,559
3 - 1,243,365 146,987 $ 1,390,362
$ 505,731 288,995 - $ 795,726
728,327 13,536 - 741,863
$ 1,235,068 302,531 - 3 1,537,589
66,965 19,162 - 86,127
183,670 6,367 - 190,037
$ 1,485,603 328,060 - $ 1,813,753
$ - 1,324,184 168,745 & 1,482,930
1,122,893 1,197,380 3,530 2,323,803
$ 1,122,893 2,521,564 62,276  § 3,806,732
$ - 1,324,184 168,745 § 1,482,930
1,485,693 328,060 3,530 1,817,283
$ 1,485,693 1,652,244 162,276  $ 3,300,212
- 2414 223 2,637
394 88 - 482
394 2,502 223 3,119
- 1,040 57 1,087
820 34 - 854
820 1,074 57 1,951

! Excludes aclives over age 65, at July 1, 2011, or in a group ineligible for retiree life insuranca.

Consulting | Retirement
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The following table presents the liabilities and expense for the fiscal year ending June 30, 2013" for

the Board of Education:

City of Hartford and Board of Education

Group 1 Group 2 Group 3 Total
Actuarial Accrued Liablility
Medical
- Pre-65 $ 1473212 14,703,635 $ 113,100 $ 16,289,947
- Post-65 15,023,243 397,530 - 15,420,773
- Total Medical $ 16,496,455 15,101,185 $ 113,100 $ 31,710,720
Dentat 977,134 2,374,721 14,209 3,366,084
Life 2,300,148 742,038 2,540 3,134,724
Excise Tax 4,457,562 5,777,759 86,165 10,321,486
Total § 24321297 23995683 § 216,015 $ 48,532,994
Normal Cost
Medical
- Pre-65 $ - 705,229 $ 127,793 $ 833,022
- Post-65 - - - -
- Totat $ - 705229 & 127,793 § 833,022
Dental - 108,727 16,578 123,305
Life - 27,343 3,077 30,420
Excise Tax - 359,833 98,475 458,309
Total $ - 1,199,132 § 245924 & 1,445,056
Expected Net Clalms
Medical
- Pre-85 $ 419,805 467,803 $ - $ 887,608
- Post-65 786412 15,586 - 811,998
- Total $ 1,216,217 483,386 § - L 1,699,606
Dental 67,678 26,634 - 04,312
Life 181,195 8,330 - 189,525
Exclse Tax - - - -
Total $ 1,465,090 518,353 $ - $ 1,983,443
Results
Normal Cost, End of Year 3 - 1.277.075 3 265,597 $ 1,542,673
Amortization of UAAL 1,108,583 1,326,709 14,234 2,450,526
ARC for Fiscal Year 3 1,108,583 2,603,784 3 278,832 $ 3,993,199
Normal Cost, End of Year $ - 1,277,075  $ 265,597 $ 1,542,673
Additional Amount 1,465,000 518,353 14,234 1,807,677
Policy Funding Contribution  § 1,465,000 1,795,428 $ 279,832 $ 3,540,350
Parsonnel Infoermation at Beginning of Year
Medlcal
Actives? - 2,207 369 2,666
Retirees 326 155 - 481
Total 326 2,452 369 3,147
Life
Actives® - 961 07 1,058
Retirees 787 105 - 892
Total 787 1,066 a7 1,850

T Valuation results for fiscal year ending June 30, 2013 are based on an open-group projection of June 30, 2012

results.

2 Excludes actives over age 65, at July 1, 2012, or in a group ineligible for retiree life insurance.

Consuiting | Retirement

Funding and Accounting Resulis
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City of Hartford and Board of Education

{ Hewitt

Annual Reguired Contribution (ARC) and Annual GPER Cost

The Annual Required Contribution {ARC) is an employer's theoretical periodic contribution to an
OPEB plan. The ARC includes the employer's Normal Cost and a provision for amortizing unrecognized
amounts. The ARC is the amount that an employer would need to fund each year in order to pre-fund
the liability and build the funds necessary to fully finance the benefits over time. Note: GASB 45 does not
require an employer to contribute the ARC or any other specific amount of contributions.

The components of the ARC are:

= Normal Cost, and
* Provisions for amortizing each of the following components:
- Initial UAAL af transition;
— Past contribution deficiencies;
— Plan changes;
— Assumption changes; and
-~ Gainfloss.

In calculating the ARC for the City of Hariford and Board of Education, all components of the UAAL are
amontized together.

The Annual OPEB Cost is the GASB 45 accrual-basis measure of the periodic cost of an employer's
participation in a defined benefit OPEB plan. This is the expense that needs to be recognized each year
in the income statement (or Statement of Revenues and Expenses).

The components of the Annual OPEB Cost are:

= Annual Required Contribution {ARC);
s Interest on the Net OPEB Obligation; and

= ARC Amortization Adjustment, which offsets the amotint of principal and interest already included in
the ARC for amortization of past contribution deficiencies or excess contributions.

Consulting | Retlrement Funding and Accounting Resulls
Peoprietary & Confideatial | City of Hardford and Board of Education 2011-2013-OFEB-Update.dec/331-25-72267 1172013 10

Lo




City of Hartford and Board of Education

Hewitt

Schedule of Amortization Payments to be Recognized in the Annual Required
Contribution

Arportization of Unfunded Actuarial Accrued Liability

GASB 45 requires that the initial unfunded accrued liability be amortized over a period not longer than
30 years. The City of Harlford and Board of Education have elected to amortize the initial unfunded
actuarial accrued liability over an open period of 30 years on a level percent of pay basis.

Amortization of Actuarial {Gainyloss, Plan Amendments, and Assumption Changes

GASB 45 requires that changes in the Actuarial Accrued Liability, such as plan amendments, assumption
changes, and actuarial experience also be amortized over a period not longer than 30 years. The City of
Hartford and Board of Education have elected to amortize these changes over an open period of 30 years
on a level percent of pay basis as well,

Since the entire unfunded actuarial accrued liability will be reamortized each valuation over an open
30 years, we have combined all of these into a single base.

July 1, 2041 Valuation

7172011 Amortization
Date Unrecognized Payment
Established Group/Rate Amount {End of Year}
71/2011 Group 1/5.00% $ 150,819,639 $ 6,880,675
7/1/2011 Group 2/6.50% $ 110,726,999 $ 6,122,039
71172011 Group 3 /8.00% 3 235,680 $ 15,623
7112011 Total $ 261,782,218 3 13,018,237
Juby 1, 2012 Valuation
7M1/2012 Amortization
Date Unrecognized Payment
Established GroupiRate Amount {End of Year)
7172012 Group 1/5.00% $ 150,224,196 $ 6,853,508
711/2012 Group 2/6.50% $ 122,365,836 $ 6,765,544
71172012 Group 3/8.00% ) 735,681 $ 48,478
7112012 Total $ 273,325,713 $ 13,667,531
Consulting | Retirement Funding and Accounting Resulis
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City of Hariford and Board of Education

' Hewilt

Personnel Information

Consulting | Refirement Personnel Information
Peoprietary & Confidential | Gily of Harfford and Board of Education 2011-2013-OPEB-Updale.doct331-25-72267 1112013 12
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Hewitt

Personnel information

This actuarial valuation was based on July 1, 2011 participant data. The following chart summarizes
the personnel characteristics of the employee data used for this study.

July 1, 2011
City BOE'

Participant counts for medical
Actives 1,362 2,637
Retirees and spouses pre-65 789 353
Retirees and spouses post-65 942 129
Total ‘ 3,093 3,119
Demographic information
Actives

Average age 43.3 46.9

Average service 11.4 12.7
Average age
Retirees 67.7 65.4
Participant counts for life
Actives 1,362 1,097
Retirees 2,122 854
Total 3,484 1,951

' Counts have been updated to exclude those with no expected benefits {over 65 or in a life insurance-ineligible
group).

City of Hartford and Board of Education

Gonsulting | Retirement Personnel information
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City of Hartford and Board of Education

' Hewitt

Plan Provisions

Consulting | Retirement Plan Pravisions
Propeietary & Confidential | City of Hadford and Board of Education 2011-2013-QPEB-Updale doc!331-25-72267 1112013 14

45




| Hewitt

Plan Provisions

City of Hariford and Board of Education

The following summarizes the medical and prescription drug, dental, and life insurance benefits provided
to retiring employees of City of Hartford and Board of Education, as provided by the City and Board and

reflected in the valuation.

[. Medical and Prescription Drug Benefits

Eligibility

Length of coverage

Continuation of dependent
coverage after death

s Depsndents of retiresas or
participants eligible to retire

* Dependents of parlicipants
not eligible to retire

Participant contributions

» Board of Education

« City

Benefifs

Consulting | Retirement

Employees and their dependents are eligible for coverage if they have
retired from their emiployer. See Tables A and B for retirement eligibility.

Coverage continues for the lifetime of the retires, provided the
applicable premiums are paid.

Eligible dependents can continue coverage provided the applicable
premiums are paid,

Not eligible,

The contributions payable vary according to the following:

Pre-Medicare: 100% of the active/retiree blended plan rate,
Medicare eligible: Full cost of coverage.

Note: legacy retirees exist who are over 65 and not eligible for
Medicare; these retirees pay the blended pre-Medicare rate.

Basic contributions: historical rates projected forward with average
frend. Clty subsidy varies according to the employee’s union affiliation
and the retirement date. Exceptions 1o full rates are listed in Table C.

Medical plans administered by Anthem Blue Cross Blue Shield.
Prescription drug plans administered by CVS-Caremark.

Plan Provisions
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i, Dental Benefits
Efigibility

Length of coverage

Continuation of dependent
coverage after death

» Dependents of retirees or
participants eligible to retire

* Dependents of participanis
not eligible to retire

Participant contributions

¥ Board of Education

= City

Consulting § Retlrement

City of Hartford and Board of Education

Emplovees and their dependents are eligible for coverage if they have
retired from their employer.

Employees who have been awarded full disability benefits from either
Social Security or City of Hartford and Board of Education's Long Term
Disability carrier are eligible.

Coverage continues for the lifetime of the retiree, provided the
applicable premiums are paid.

Eligible dependents can continue coverage, at full cost, provided the
applicable premiums are paid.

Not efigible.

Pre-Medicare: 100% of the activefretiree blended plan rate.
Medicare eligible: separately rated.

Activelretiree blended rates.

Plan Provisions
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City of Hartford and Board of Education

Hewitt

L Life Inswrance Benefils
Employees are eligible for coverage if they have retired from their employer

Eligibility

Length of coverage
Contributions

Benefits

= Board of Education

* City

Consuling | Retirement

and are in the groups identified below with coverage amounts,

Employees who have been awarded full disability benefits from either Social
Security or City of Hartford and Board of Education’s Long Term Disability

carrier are eligible.
Coverage continues for life.

None.

The benefits will vary according to the retiree's former union/group:

Coverage
Union/Group Amount
Teachers, Principals, Administrators $ 0
School Secretaries, Paraprofessionals, School Special Police Officers, $ 5,000
Health Professionals, Logal 568, Building/Grounds Supervisors,
Non-Administrative/Non-Bargaining
HESP  Salary Grid 514— $ 5000
HESP  Salary Grid 515+ $ 15,000
HSSSA Supervisors _ Salary Grid 710- $ 5,000
HSSSA Supervisors  Salary Grid 710+ $ 15,000
Certified Administrators, Administrators {Non-Certified, Non-Bargaining) $ 15,000

Coverage
Union/Group Amount
Firefighters, CHPEA $ 5,000
Police § 8,000
Local 1716, Certain Library Union Retirees $ 7500
Non-union, Unclassified, MLA, Non-union Library, $ 15,000
Certain Library Union Retirees
HMEA Retired Prior to 06/01/2008 $ 8,000
HMEA Retired On or After 06/01/2008 $ 12,000

Proprietary & Confidentiat | Gily of Hasford and Board of Education 2011-2013-0PEB-Updale doc/331-25-72267 1112013
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Table A
Board of Education

Group

City of Hartford and Board of Education

Retirement Eligibility

Teachers, Principals/Administrators, Centified Administrators

Age 80 and 20 years of service or 35 years
of service

Local 566

Age 55 and 5 years of service

Building/Ground Supervisors—hired prior to 03/2007

Age 80 and 10 years of service or 20 years
of service

Building/Ground Supervisors—hired after 03/2007

Age 60 and 10 years of service or age 55 and
25 years of service

HESP Age 60 and 5 years of service or age 55 and
25 years of service

All Others Age 60 and 10 years of service or age 55 and
25 years of service

Table B

Cily Employees

Group Retirement Eligibility
Local 1716 Age 55 or 25 years of service
Firefighters 20 years of service

CHPEA—hired prior to 10/01/1997

20 years of service

CHPEA—hIred on or after 10/01/1997

25 years of service

Non-union

Age 60 and 5 years of service or 20 years
of service

HMEA-hired prior to 07/01/2003

20 years of service

HMEA—hired on or after 07/01/2003

Age 55 and 25 years of service

Library Age 60 and 10 years of service or 25 years
of service
MLA Age 55 and 25 years of service

Police—hired prior to 07/01/1999

20 years of service

Police—~hired on or after 07/01/1999

Consulting | Relirement

25 years of service

Pian Provisions
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Table C
Gty Emnployees

Group

City of Hartford and Board of Education

Conftribution Rules

EMBERS Retirees

Free coverage

Firefighters—retired after age 50

Pay 11% of active premium rate fixed at retirement for
retiree and spouse; pay extra cost for family coverage (not
fixed) for children.

Firefighters—retired before age 50

Receive a stipend of $125 per month.

CHPEA

Receive stipend of $50 per month from age 55 to age 62;
free coverage from age 62 to age 65.

Non-union Pay 100% of cost of coverage to age 55, then pay 25%.

HMEA Receive stipend of $50 per month from age 55 to age 62;
free coverage from age 62 lo age 65.

Library Free coverage from age 62 fo age 85.

Police Receive stipend of $500 per month until age 65 under
the pre July 1, 2012 plan. In the post July 1, 2012 plan,
refirees pay at the rate used to determine the equivalent
monthly premium for active employees at the time of their
retirement minus the employee’s health insurance
confribution. This rate remains unchanged after refirement.

Listed Retirees {182) Receive various stipends.

Consulting } Refirement

Plan Provisions

Progrislary & Confidantial | Cify of Haslord and Board of Education 2011-2013-QPEB-Updale.doct331-25-72287 1112013

N XS

19




City of Hartford and Board of Education

4

Health Care Claims Development

Consulting | Relirement Heaith CGare Clalms Development
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City of Hartford and Board of Education

| Hewilt

Heaith Care Claims Development

Twelve months of paid medical claims experience through calendar year 2011 were used in the
development of the valuation’s claims rates. The claims were trended for the July 1, 2011 to June 30,
2012 time period to estimate incurred claims. Administration costs were added to project total plan costs.

A surmmary of the claims development results for medical and prescription drug is provided below:

2011 GASE 45 Expected Per Capita Cosis

Average

Medical Annual Cost Average Age
Pre-66

City $ 9,681 62
BOE $ 3,986 67
Post-65

City $ 10,141 62

BOE $ 11972° 67

The expected medical claims shown above were adjusted from the average age to all other ages using
the age-grading increase rates shown below:

Aging
Age Adjustment
<55 3.0%
55-60 3.3%
60-65 3.9%
65-70 2.6%
70-75 22%
75-80 1.8%
80-85 0.9%
85-90 0.5%
90 and above 0.0%

! Non-Medicare eligibte only; ofhers pay full cost and are excluded from the valuation.

Consulting | Retrement Health Care Claims Davelopment
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City of Hartford and Board of Education
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City of Hartford and Board of Education

Actuarial Assumplions and Methods

{. Actuarial Assumplions

Valuation date

Discount rate

Salary scale
Health care trend rates

Dental rates

Mortality rates

Retirement rates
= Board of Education

» City
Withdrawal rates
Disability rates

Coverage elaction
» Medical and Rx

= Dental

» | ife Insurance

July 1, 2011,

July 1, 2012 liahilities were based on an open-group projection from
the July 1, 2011 measurement date.

Group 1: 5.0%; Group 2: 6.5%; Group 3. 8.0%. Based on expected
long-term rates of return on assets expeacted to be set aside to finance
the payment of plan benefits.

3.0%.

See Table D.

The average per capita annual dental plan rate is $581 for BOE retirees
and $567 for City retirees.

Dental plan rates are assumed to increase by 5% each year.
Pre-Retirement: RP-2000 Employees Table projected by Scale AA to

valuation date plus 17 years.

Post-Retirement: RP-2000 Healthy Annuitants Table projected by
Scale AA to valuation date plus 8 years.

See Table E.
See Table F.

See Table G.

N/A.

95% of employees are assumed to elect medical and Rx coverage
at retirement,

95% of employees are assumed to elect dental insurance coverage
at retirement.

100% of employees are assumed to elect life insurance coverage
at retirement.

Consulting | Retirement Actuarial Assumptions and Methogs
Proprietary & Confidential | City of Hadford and Board of Education 2011-2013-OPEB-Updale.doc/331-26-72267 11/2013 23

S



City of Hartford and Board of Education

Hewitt

Dependent coverage 80% of male employess and 60% of female employees elecling medical
and Rx coverage at relirement are assumed o be married and elect
spouse coverage.

Spouse age differential Male retirees are assumed to be three years older than female spouses.
Female relirees are assumed to be the same age as their male spouses.

Administrative expense

* Medical and Rx Administrative expenses are included in the per capita claims costs.

» Dental Adniinistrative expenses are included in the per capita claims costs,

= Life Insurance None assumed; actual benefits valued.

Consulting | Retlrement Actuasal Assumplions and Methods
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i, Actuarial Methods
Cost method

Amortization method
initial unfunded liability
= Period

v Method

Actuarial experience, plan changes,
and assumption changes

= Period
= Method

Contribution {excess)/deficiencies
» Period

= Method

Open Group projections
» Existing actives

* New hires
- Number

- Age and gender

= Reflirees

Consulting § Retirement

City of Hartford and Board of Education

Projected Unit Credit.

Open 30-year pericd.
Level percentage of pay.

Open 30-year period.

Level percentage of pay.

Open 30-year period.

Level percentage of pay.

Decrement according to actuarial assumptions.

Number needed to retain level active employee headcount;
distribution by recent hires in each union.

Based on demographics of recent hires in each union.

Decrement according to actuarial assumptions; aclives retiring
produce new retirees.

Actuarial Assumptlons and Methods
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City of Hartford and Board of Educaticn

Hewitt

Actuarial Assumptions and Methods

Table O
Health Care Trend Rateg

Increase
Year Rate
2011 9.00%
2012 8.50%
2013 8.00%
2014 7.50%
2015 7.00%
2018 6.50%
2017 6.00%
2018 5.50%
2018 and after 5.00%

Table &

Retirement Ratss (Board of Education

Age Unisex

55 15%

58 10%

57 5%

58 5%

59 5%

60 30%

61 5%

62 20%

63 10%

64 10%

65 100%

Consulting | Retremant Actuarial Assumplions and Melhods
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City of Hartford and Board of Education

Table F
Retiremant Rates by Service Values (CHly of Harlford)

Municipal
Years Services
of Service Police Fire & Library
20 20% 5% 10%
21 15% 1% 5%
22 5% 1% 5%
23 5% 1% 10%
24 20% 10% 15%
25 30% 30% 16%
26-27 5% 5% 10%
28 10% 5% 15%
29 25% 20% 15%
30 100% 20% 100%
31-34 iva 5% n/a
35 Ma 100% nla
Tabie G

Withdrawal Rates—Fulb-Thme Employees

Age Uniformed Non Uniformed
20 5.0% 10.0%
25 2.0% 7.0%
30 2.0% 5.0%
34 2.0% 4.0%
40+ 0.0% 0.0%
Consulting | Relirement Actuarial Assumptions and Methods
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City of Hartford and Board of Education

Hewitt

Overview of GASE 45

Consulting | Relirement Overview of GASB 45
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City of Hartford and Board of Education

| Hewitlt

Overview of GASE 45

Background

In June of 2004, the Governmental Accounting Standards Board finalized the accounting rules for
postemployment benefits other than pensions in Statement No. 45 ("GASB 457). These rules, generally
effective for the first fiscal year beginning after December 15, 2008, will require employers to charge the
cost of postemployment benefits {most notably postretirement medical benefits) against income over the
working lifetimes of employees, This is in sharp contrast to prior practice of expensing postemployment
bensfit costs only when the related benefits are paid, which is after employees retire.

The new expense calculation reflects expected future medical costs, not just the cost of benefits today.
It also includes an accrual for all active employees, valuing the benefits they are anticipated to receive in
retirement based on the likelihood that they will stay employed until eligible for postretirement benefits.

The combined effect of projecting medical cost increases and including the active work force produces
a much larger expense than that determined under the current practice of expensing only current claims
of current retirees and disableds. :

Scope of GASE 45

GASB 45 applies to all postemployment benefits other than pensions, including:

* Retiree health care benefits—medical and dental;

= | ong-term disability (LTD) benefits;

« Life insurance outside of the pension plan; and

s Other welfare benefits—day care, legal services, housing subsidies, tuition assistance, elc.

The statement applies to any arrangement that is in substance a postemployment benefit plan.
The arrangement can be wiitten or unwritten,

Substantive Plan

The accounting for postemployment benefits is based upon the substantive plan, which is the plan as
understood by the employer and employsaes. Generally, it Is the written plan, but an employer's cost
sharing policies as evidenced by past practice or communication to employees may differ from the wiitten
plan.

Consulting | Retirement Qverview of GASE 45
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City of Hartford and Board of Education

 Hewilt

GASRE 45 Terminology

The Actuarial Present Value of Total Projected Benefits (PVB} is the actuarial present value of all
postemployment benefits expected to be paid to each employee and histher covered dependents in
the future. The calculation considers the probability that the employee will remain with the City until
retirement, the expected retirement age, and the anticipated level of medical claims at that time.

This present value is not used directly in the expanse calculation nor is it disclosed. It is, however,
a good measure of total exposure.

The Actuarial Accrued Liability (AL} is the portion of the PVB that is attributed to employee service
rendered prior to the valuation date:

—  For retired employees, the AL equals the PVB.

- For active employees who have not yet reached expecled retirement age, the AL equals a
pro rata portion of the PVB based on years of service worked prior to the valuation date to those
expected to be worked at expacted retirement age.

The AL s used in the GASB accounting calctlations to establish the plan’s funded status,
develop the annual required contribution {ARC), and to develop the annual OPER cost.

The Normal Cost is one year's pro rata share of the PVB for current active employees. There is no
Normal Cost for retirees or active employees who have already reached expected retirement age.

The Annual Required Contribution (ARC) is an employer's thecretical periodic contribution to an
OPEB plan. The ARC includes the employer’s normal cost and a provision for amortizing the total
unfunded actuarial accrued lability (UAL). The ARC is the amount that an employer would need to
fund each year in order to pre-fund the liability and build the funds necessary to fully finance the
benefits over time. Note, GASB 45 does not require an employer to contribute the ARC or any other
spacific amount of contributions.

The Annual OPEB Cost is the GASB 45 accrual-basis measure of the pericdic cost of an employer's
participation in a defined benefit GPEB plan. This is the expense that needs to be recognized each
year in the income statement (or Statement of Revenues and Expenses).

The Net OPEB Qbligation is the cumulative difference since the effective date of GASB 45 between
annual OPEB cost and the employer’s contributions to the plan, including the OPEB liability (asset) at
transition, if any. This is the liability that needs o be recognized on the balance sheet {or Statement
of Net Assets).

The Discount Rate is the interest rate selected as of the measurement date to determine the present
value of future cash outflow of postemployment payments. GASB requires that employers should
lock to the estimated long-term investment yield on the investmaents that are expected to be used to
finance the payment of benefits.

Consulting { Retirement Overview of GASB 45
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Components of Annual Required Contribution (ARC)

The components of the ARC are:

= The employer's Normal Cost, and

= Provisions for amortizing each of the following components of the employer’s Unfunded Actuarial
Accrued Liability {UAL):

Initial unfunded accrued liability at transition;
Past contribution deficiencies or excesses;
Plan changes;

Assumption changes; and

Gainfloss.

Components of Annual OPEB Cost

The components of cost (*Annual OPEB Cost” using GASB 45 terminclogy) are:

= The Annual Required Contribution (ARC).
= One year's interest on the Net OPEB Obligation.

« The ARC Amortization Adjusiment, which offsets the amount of principal and interest already
includad in the ARC for amortization of past contribution deficiencies and excesses.

Consulting § Retirement Overview of GASB 45
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City of Hartford and Board of Education

Disclosures

The disclosures required by GASB 45 include:

Benefit plan description;

Description of the Employer's funding policy;

Components of Annual OPEB Cost (ARC, interest on the Net OPEB Obligation, and adjustment to
the ARC);

Increase or decrease in the Net OPEB Obligation;

information about the funded status of the plan, including the actuarial value of assets, the actuarial
accrued liability, and the plan’s funded ratio; and

Actuarial methods and significant assumptions used to determine the ARC and Annual OPEB Cost.
The disclosures should include:

Actuarial cost methed;
Methods used to determine the actuarial value of assets, if applicable;

Assumptions used with respect to projected investment return (including the method used to
determine a blended rate for a partially funded plan, if applicable);

Assumptions used with respect to initial and ultimate healthcare cost trend rates; and

Amortization method (level dollar or level percentage of projected payroll), amortization period,
and whether the period is closed or open.

Consulting | Retkement Overview of GASB 45
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SUMMARY OF OPEB BENEFITS Appendix E

Table C

City Employees

Group

City of Hariford and Board of Education

Contribution Rules

EMBERS Retirees

Free coverage

Firefighters—retired after age 50

Pay 11% of active premium rate fixed at retirement for
retiree and spouse; pay exira cost for family coverage {not
fixed) for children.

Firefighters—retired before age 50

Receive a stipend of $125 per month.

CHPEA

Receive stipend of $50 per month from age 55 to age 62;
free coverage from age 62 fo age 65,

Non-tinion Pay 100% of cost of coverage to age 55, then pay 25%.

HMEA Receive stipend of $50 per month from age 55 to age 62;
free coverage from age 62 to age 65.

Library Free coverage from age 62 to age 65,

Police Receive stipend of $500 per month until age 65 under

the pre July 1, 2012 plan. In the post July 1, 2012 plan,
refirees pay at the rate used to defermine the equivalent
monthly premiurn for aclive employees at the time of their
retirement minus the employee’s health insurance
confribution. This rafe remains unchanged afler retirement.

Listed Retirees (182)

Consulting | Retlrement

Receive various stipends.

Plan Provisions
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