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REPORT ON THE IMPACT OF RENEWAL COST ON EMPLOYEE AND EMPLOYER PREMIUMS

This report is submitted as required by Item 81.G. of Special Section I, 2014 Virginia Acts of Assembly which states:

The Department of Human Resource Management shall report to the Governor and Chairmen of the House
Appropriations and Senate Finance Committees, by October 15 of each year, on the renewal cost of the state employee
health insurance program premiums that will go into effect on July 1 of the following year. This report shall include the
impact of the renewal cost on employee and employer premiums and a valuation of liabilities as required by Other Post
Employment Benefits reporting standards.

Summaries of Rating Projections

The following information summarizes the renewal cost of the state employee premiums for fiscal year 2016 that will go into effect on July 1, 2015,
and the key drivers of FY 2016 projections compared to the FY 2015 rates.

The next three charts below provide summaries of rating projections for FY 2015 through 2017. The first chart shows FY 2015, and provides an
early estimate of how actual costs will compare to projected costs. This analysis provides an important basis for projecting rates for FY 2016.
Scenario A establishes the most aggressive projection, Scenario B the most likely projection, and Scenario C the most conservative projection.



Commonwealth of VA
Summary of FY2015 Rating Projections
Actives, COBRAs, and Retirees without Medicare

Enolieesi@Uuly14)  Medical Dentai ReDngs  Subtotal MISA Total
FY2015 COVA Rates 90.201 $437.26 $1585 311275 $555.67 $8.47 $574.14
FY2015 Projected Cost per Contract Unit

Scenario A

COVA Care $0.201 $42382 $18.17 $11451 $557 50 $10.3¢ $557 88

[%increase 31% 224% 1.6% 14% 27% 1.9%]
Somzio B

COVA Care 90,201 $427.58 $19.34 $116.01 $56293 $10.48 $57341

[% Increase 27% 235% 29% 0.5% 2837% 01%]
Scenano C

COVA Care 90,201 $431.35 $1952 $11752 §568.38 $10.56 $573.95

(W Increase 14% 247% 4% 0.5% 24.7% 0.5%)

Trend Assumptions
Medical Dental Rx Drugs Subtotal MISA Total

Scsnao A

COVA Care 58% 20% 75% 80% 85% 81%
Scenzio B

COVA Care 58% 3% 85% 70% 75% 71%
Somano C

COVACare 78% 40% o5% 81% 85% 81%



The following chart contains the rating projections for FY 2016, which will be effective on July 1, 2015, for COVA Care under its current plan design.

The COVA Care plan is shown because employer contributions are based on it. This chart shows rating projections and percentage increases or
decreases from FY 2015 premium rates per contract unit.

Commonwealth of VA
Summary of FY2016 Rating Projections

Actives, COBRAs, and Retirees without Medicare

Entolees(@July14) Medical Dental Rx Drugs Subtotal MISA Tots
FY2015 COVA Rates 90,201 $437 26 $1566 $11275 §565.67 847 $574.14
FY2016 Prosected Cost per Contract Unit

Scenario A

COVA Care 90,201 $445 37 319§ 512329 $588.60 $11.00 $569.60

[% increase 1.9% 247% 9.7% 41% 200% %)
Scenario 8

COVA Care 80,201 $453 64 $1990 $1E $§509 99 $11.19 $611.18

[¥%increase 7% 71% 121% 6.1% 321% 6.5% |
Scenario C

COVA Care 90,201 $461 54 $027  $1A3 $611.12 $11.37 §622.49

[¥% Increase 5.6% 2905% 147% 2.0% 34.3% 5.4%)|

Trend Assumptions
Medical Dental RxDrugs _  Subtotal MISA Total

Scenario A

COVA Care 5.8% 20% 75% 60% 65% 60%
Scenario 8

COVA Care 68% 0% 85% 7.0% 75% 70%
Scenario C

COVA Care 78% 40% 05% 80% B5% 8.0%



The following chart depicts an early estimate of FY 2017 rating projections.

Commonwealth of VA

Summary of FY2017 Rating Projections
Actives, COBRASs, and Retirees without Medicare

Enrallees(@July14) Medical Dental Rx Drugs Subtotal MISA Total
Estimated FY2016 COVA Rates (4 Scenario) £0.201 $445.37 $19.53 312369 3588.60 $11.00 359260
Estimated FY2016 COVA Rates (B Scenario} 0,201 $453.64 $19.90 $126.44 $606.99 $11.19 $611.18
Estimated FY2016 COVA Rates (C Scenario) 90,20 $461.54 $20.27 $128.31 §611.12 $11.37 $622 49
FY2017 Projected Cost per Contract Unit
Scenario A
COVA Care = £0,201 $472.03 $19.94 313345 3625.42 $11.68 3637 (9
|% Increase from Scenario A - FY16 6.0% 2.1% 7.9% 6.3% 6.1% 6.3% |
Scenario B
COVA Care £0,201 $434 44 $20.50 3137.79 364273 $11.97 3654 63
[% Increase from Scenario B - FY16 6.8% 3.0% 9.0% 7.1% 6.9% 7.1%)
Scenario C
COVA Care 80,201 $497 61 $21.06 $142 24 3660.91 $12.27 3673.13
[% Increase from Scenario C - FY16 7.8% 3.9% 10.0% 8.1% 7.9% 5.1% |
Trend Assumplions
Medical Dental Rx Drugs Subtotal MISA Total
Scenario A
COVA Care 5.8% 20% 75% 6.0% 685% 5.0%
Scenario B
COVA Care 6.8% 3.0% 85% 70% 75% 70%
Scenario C
COVA Care 78% 40% 85% 80% 85% 80%



The following Roll Forward chart is a supplement to the projection summary charts above, and shows the key component drivers of the FY 2016
projections in per contract unit, percentage, and total dollar detail.

Commonweaith of VA

Drivers of FY2515 Rating Projections
Actives, COBRAs, and Retirees without Medicare
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The following actuarial report provides a valuation of liabilities as required by Other Post
Employment Benefits (OPEB) reporting standards.

Consulting
Retirement

Actuarial Report
for GASB OPEB Valuation

Commonwealth of Virginia State Health Benefits Program
for Pre-Medicare Retirees, Survivors and LTD Participants

Valuation Date: July 1, 2013
Fiscal Year Ending: June 30, 2014
Date of Report: September 9, 2014

Aw Hewitt

Praprmiaey & Conomiie
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M 'gmmamguwa?:um
Pre-Medcars Retrees Sunivors and LTD Partcizants
[ewitt

Section I—Executve Summary

(GASB 25 requires gavemment enlities that sponser Other Postempioyment Berefits (OPEB) o account
for thess benefits on an accrual besis. The Commonwealth adopted GASE 45 for the fiscal year
begnning July 1, 2007

Tha Commonweath provides hea®h insurance benefits 1o participatng retrees, Spouses, and sunvors.
Aso, partiipants on kang-tam dsabilty and their spouses can quaify far retiree heakth insurance
benefits. The banefits considered under this valuztion wara medical, prescription drug, and dental
coverage.

Participanis pey the toial subsiiized contnbution for banefit coverage: This amount may ba raduced by
the Virgnia Retrement System's (VRS) health insurance credt (HIC) for thosa participants wha are
elgitle. The Commonweath's OPEB liatility is the diference batween the estimated frue cost of
coverage end the subsideed contribution for coverage (the implict subsidy).

There are two bers of partiepants for the Plan's purposs - prmary retrees and spouses. The results of
the valuation are presantad on a combined basis.

[t is assumed that approxsmately 70% af all of the active employees who retire drectly from employment
and mest the State Health Benafits Program’s eligibiity criteda will perticipate in the health nsuranca
companent of the Plan.

The table on the next page summanzes the valuation results. The resuits hawe been calculated based
upon the actuznal assumptions as to cument claim cost projected increases in health insurance costs,
mortaity, turnover, retirement, disabiity and discount rie,

These results also assume tere 15 10 fabilty assccizled win those relress elghie for Medicare, a5
cosls for these members are not subsadzed by the actve nar eary rebree population (no implelt sutsidy),
participants pey 100% of the costs, and the 2oty associatad with the haalth insurance credi is
measured and held by the Virginia Retrement System

Addtionally, the results do not consider the creation of a qualified OPEB fundng vehicie. It is Ao
Hewitt's undersianding thet the Commonweath dogs a0t plan to segregate and restrict assets such that
the Commanwealth's contritutons to the Pian are imevocable, dacicated 1o providing benefits to retrees
and ther bansficanes, and legally protected from cradtors of the Commermaealth, solely for the payment
of beneffs in zocordance with the terms of the Plan. Furthermore, the Commonweath has na cumment plan
to contridute funds to & qualfied OPEB funding vehicie for the fiscal years bayond 2014,

Considting |Rareeses|
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Conmosweath of irgitia St Haath Banfes Program
MH{'\ il for Pre-dedcars Retrses. Suntaes and LTD Pacisants
‘.

Ths summary identifies the value of benefts on July 1, 2013 and costs for the 2014 fiscal year. The value
of banefits on July 1, 2011 [the prior valuation date) and cost for the 2012 fiscal year are shown for
comganson

{$ millions)

Fiscal Year 2014 2012
Present Value of Benefts (PVB) $21012  $20868
Actuarial Accrued Liatility (AAL) $12615  §12688
Annual Required Contriution (ARC)' § 1802 § 1725
Annual OPEB Cost (8OC) § 185 § 1M

The balance of this report provides greater detail for the above results:

The fiscal year 2014 valuation was performed using a 4% discourt rate. The 4% rate is appropriate for
the current funding amangement for the Flan, reflecting that the Commonwealth has not placed assets in
an imevocable trust specficaly segregated for future retiree benafits. The fiscal year 2012 valuation was
performed using a 4 (% discount rate, which wes also approprate at that time, reflecting the expacted
return on the general assess of the Commonwealth, from which future benefits are expected to be paid.

'Tre ARC refiacts 3 3-yaar open pnod. level dolar amartization ofthe Unfandes AAL 30 years is $he masimum perios slawed
urder GAS3 45

Consuting |Fwveeiers
Foapewtary & Conficerbal | Fr2014 COVA REPOAT DOCKGILK 184790 18N 120N ?



Conmosweath of irgitia St Haath Banfes Program
MH{'\ il for Pre-dedcars Retrses. Suntaes and LTD Pacisants
‘.

Section |l—Actuanal Certification

Aon Hewtt has prepared the July 1, 2013 actuarial valuation results of the Commonwealth of Virginia's State
Health Banefits Program for Retirees, Sunvivors and LTD Participents. The purpeses of this report are to:

s Present Aon Hewitt's actuara! estimates of the Plan’'s GASB 45 liabifties and Annuzl Required
Contribution (ARC} as of July 1, 2013 for the Commaonwealth % incorporate, &s the Commanweakh
deems appropriate. i its francial siatements, and,

*  Provide the Annual Requred Contnbuticn for the penad beginning July 1, 2013.

This reort is intanded for tha sola usa of the Commanweath, and s ntended only 1o supply mfcrmation
to comply with the stated purposes of the report &nd mey not be approprate for ather purpases. Relance
on infarmation contained in this repart by anyone far other than the intendad purpases, puts the relyng
entity at risk of being misled bacausa of confusion or failure to understand applicable assumptions,
methedalegees, or limtations of the report's conclusicns: Accordngly, no parsen or entty should base any
represarkalions of warranbes in any agreement on any statements or conclusions contained in this report,
without the weitten consentt of Aan Hewitt

Future aziuarial measurements may dffer significantly fram the current maasurements prasenied in ths
report due to such factoes as the folowing:

o Plan expenence difering from that anticizated by the sconome of demegraphic assumptons.
*  Changes in eccnomic or camographic assumptions

«  Increases or dacreases expacted as part of the natural operation of the methodalogy used for these
measurements {such as the end of an amorization pencd)

«  Changes in plan peovisions or apphicabie law

DCue to the Imited scope of cur assignment, we did not pesform an enalysis of the potential range of such
futlsre measyrements,

In conducting the valuatian, we have used personnel and pin design information provided oy the
Commanwealth as of the valuation date. While we cannct verfly the accuracy of all this infarmation, the
suppied information was reviewed far consistency and reasonabifty. As 2 result of this review, we have
no reasan to doubt the substantial accuracy or completeness of the information and befieve that it has
produced approprate resulls. This mformation along with any adustments or modificatons 15 summanzed
in varaus sectians of this report

This valuation has baen conducted in accordance with generally accepted actuarial principles and
practioas, including the applicable Actuaral Standards of Practice as issued by the Actuanial Standards
Board Inaddibon, the valuation results are besed on our understanding of the requrements of GASS
Statement No. 45, The infarmation in this r2pant is nat intendzd 1o supersede ar supplant the advics and
interpratations of the Commormwealth's audtors

Consuting |Fwveeiers
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M Commonweath of Virginia State Heath Benefis Program
s fo Pre-Medicare Retirees. Suntars ind LTD Parfcizacts
Hewill

The actuenal essumptions and metheds used in this valuation are descrived in the Actuanal Assumpticns
section of this repart. The Retirement Plan Committes is respansitle for seiecting te Plan's funding
pelicy, achuarial valuation methods, asset valuation methods and assumpticns.

To the best of our knowledge, there & no benefit or expense to be provided by the plan andior paid from
the plar's assats for which liabilifies or cument cosis have not been estabished ar otherwise provided for
in the valuation. All known events or trends which may require @ matenial increase in plan costs or
requirad contribution rates have bean taken int account in the valuation.

If the Commanweath disagrees with anything containad in tha report or s mads aware of any relevant
information that may affect the results of the report which has net been previcusly provided to Aca Hewitt
the Commarwealth shold prompiiy notfy Acn Hewitt. The repart wil ba deemed final and acceptable to
the Commonwealth unless the Commonweath provides such natios to Aon Hewitt

The undersigned are famélar with the near-tam and fong-tem aspects of post-ratirament benefits
valiabions and fagether meet the Cualfication Standards of the American Academy of Actuanes
necessary to render the actuaral oprions harain. All of the secbons of ths repart are corsidered an
integral part of the actuanial opinons

To our knawlecge, no assaciate of Aon Hewitt providing serviees to the Commonwealth has any matenal

drect or indrect financial interest in the Commoreaith. Thus, we beliave thera is no relationship exsting
that might affect our capacty to prepare and cendy this actuarial repont for the Commormealth.

g (LI

Steve LePlant, ASA EA MAAA Catherine Furr. FSA, MAAA
Associate Parner Senor Vice Presicent
Retrement Healih & Benefits

Qualffied for: Health-Related Assumgtions

September 9, 2014

Consutng [Rsvenirt
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Conmosweath of irgitia St Haath Banfes Program
MH{'\ il for Pre-dedcars Retrses. Suntaes and LTD Pacisants
‘.

Section |ll—Principal Valuation Results

Ths saction presents detaded valation results as of July 1. 2013 for the Commonwealih's reteee health
insurance benefds program.

The Presant Vaiue of Benefés (PVB) is the total present value of all expactad future bensfits, besed
upon certain actuanal essumptions. Benefits are defined as estimeted pakd claims and expenses from
the plan, ret of tofal subsidizad contnbutions for retrees The PVE i a measure of total fiabiity oe
obligation. Essentially, the PVB is the value {on the valuation date) of the benefits, as they ewst
taday, for retirees, both currently retired and currently in actve employment. The plan's PVB s
32101 2 milion, A good pertion of this liability (86%) & for the curmently active employees (future
redieas).

The actuana meshod selectad by the Commanwealth i the Unit Credit methed. The Actuarial
Accrued Liabiity {AAL) s the kabilfy or cbligation for benefits eamed through the valuation date,
based on certain actuanal metheds and assumpticns The plan's AAL 1531 261 5 milkon

Normal Cost & the value of benefits expected to be eamed during the year beginning on the valiabon
date, agan based an cenain actuaral methods and assumptions The fiscal year 2014 Normel Cast
atthe begnning of the year = $83.8 milion.

The Annual Required Contribution {ARC) % a combnation of the Normal Cost and an amantzation
payment of the Unfundad AAL {UAAL) As there are no sagregated assats as of July 1, 2013 to fund
the retiree heath insurance benefits, the Unfunded AAL (UAAL) s equal to the AAL. Using 3 30-year
open penod level dofar amanzation, the ARC for the Commonwealth is $160.2 milion, including
iiterest 1o the and of the year. In addmon, the amertization of the unfunded accrued labilty can be
determined &s 3 level percentzage of compensation rather than a leve! dollar amount. Acn Hewt has
net performed any computabons to determne the effect of ubilizing dffersnt amorizebion periads or
methods, athough they could have a matenal impact an the ameunt of Net OPEB Obiigation and the
ARC.

The table on the fllowing page shows resuits by partcipant status (active and retired), inciuding results
projcted to the 2015 fiscal year, which could be used for repartng costs in the Commormealth's fiscal
year 2015 financial stasements

|Retrersent
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Connonwealth of Virgnia State Heath Banefits Program
M}lﬁ ﬂl for Pre-Medicars Retrees. Suntees and LTD Partczants
‘.

Ths pege also shows projected resubs to July 1, 2014 (FY 2015)

($ millions) FY 2044 Projected
FY 2015

Present Value of Benefts

Curent Retrees § 2838 § 2398

Actives L5078 18678

Total § 21012 § 21278
Actuanal Accrued Liablity

Refires § 2836 § 2598

Actives 9679 10818

Tota! § 12615 313418
Assats § 0 3 a
Unfundzd AAL § 12615 13418
Annual Required Contribution
Noemal Cost § 89 § 81
Amortzation of
Unfundad AAL $ 701 § T4B
Interest to End of Year § 62 § B85
Tofal ARC § 1602 § 1692
Expectad Benefit Paymanis (pay-as-you-go)’ $ 565 § 695
Coverad Payroll’ $ 38570 §4013
ARC as % of pay-as-you-qo 283.4% 2436%
ARC as % of Covered Payrol 42% 42%
| &1 the begiming of the year,

“ Net of total sutsidized contrbutions for refirees
' Assumed payrol for the 2014 fscal yasr- zased on the 2012 fscal year payred iper the CAFR| increased 3t 4% per paer for two
years, payrol for FY 2015 increases this rumber by d%.

Consuting |Fwveeiers
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Conmosweath of irgitia St Haath Banfes Program
MH{'\ il for Pre-dedcars Retrses. Suntaes and LTD Pacisants
‘.

The table below compares the resubis of the actual July 1, 2013 {2014 fiscal year) veluation with the
expected results based on a “rollforward” of the July 1, 2011 (2012 fiscal year) valuation:

{8 milions) AAL ARC
Fiscal Year 2014 Based on a ‘Rell Forward' §14311 § 1769
from Fiscal Year 2012's Vaiuation
Fiscal Year 2014 Based on Valuation as of July 1, 2013° 12615 1602
Difference $ (169.6) §$ (16.7)
Differance s due to
Actuanial (Gans)Losses § (1998) § (207)
|Updated Baseline Cizims and Pramums’ 302 40

§ (169.6) § (167)

The balance of this report provides greater detail for the above resuts.

| Trese ar= the axpecied vauzbon resuls from FY2012 actuanally peojectad 1o FY2014, That ks, Ivase rasuls (&) assume no thange
in e populaticn o assumplons from the FY2012 vaisafion, (b refiect the epected increase in GASE OFEE codls due to
anplopees acoruing teo addional years of serwce and (¢) afso reflact the axpacted increase n costs because feture banefls are
_now two years doser lo beng pald

" Tratt i, 3 vakiaion based on oenses. claims and bt scbsidzed contriduSions For refirees 35 of July 1, 2013

! Actuanial gains reflect i reduchon in GASS OPEB costs from FY2012to FY2014 dus to(2) diferances between the populstions
vaied (Indding dhanges n he numbser of sadcizants valuad 80d changes in soued servics avwage ages, ok}, and () asdl
demographic sapenence from FY2012 0 FY2014 being difrent from e demagrephic assumplons in e F¥2012 valuation
Demegraphic assumplons inchde rates of medaity. lemnation dsabily and refrement,

! Baseine ciaims used i the FY20%4 valuation wera highar fian expecied, based on e daims from the FY 20t 2 valuaton Fended
10 FY2014, end compared o the baseine claims usad in the actual FY2014 valuation Retree premiums wsad n he FY2014
valaation were 3l5o higher than expected Sased on the premiums Fom the FY2012 ahafion fended fo FY2014, and compared %o
the gramiums refectad in be actual FY2014 valuztion: b comtinaton, the higher dams and pramiums cause an nrease in GASS
CPER ceats

Consuting |Fwveeiers
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Conmosweath of irgitia St Haath Banfes Program
MH{'\ il for Pre-dedcars Retrses. Suntaes and LTD Pacisants
‘.

Section IV=Account Infarmation

The GASB OPEB accounting standards were first adopted by the Commonweaith for the fiscal veer
endng June 30, 2008. The following shows the Annual OPEB Cost (AOC), estimated Met OPES
Chligabon (NOQ). funding status, and regured supplementary information for the Commanweatth for the
fiscal year encing June 30, 2014,

Annial OPEB Cost (AOC)

The Annual OPEB Cost {ACC) is tha accounting expanse. and is made up of the ARC, plus an
adjustment to the ARC, consisting of interest on the Nef OPES Obfigation (MOC) at the beginning of the
penad, kess an amortizabon of the Vet OPES Obligation (NOO).

The amaunts shown below are for the fiscal year ending June 20, 2014,

{$ mifiions) Fiscal Year Ending
Annual OPEB Cost (AOC) June 30, 2044
ARC $ 1602
Interest on Net OPEB Obligation (NOD) 299
Adjustment to ARC _(418)
Total § 1485

Net OPEE Obligation [NOO)

Tha NOO is the cumulative difference between the A0C and the Commonwealth s totzl contributions
Betause the Commonmealth is not pre-funding the cost of future beneft peyments, the Commomueaith's
contributons will consist of the difference between fotal retires health benefds, edminstration and cther
fixed faes paid during a year and retree premiums raceived (nciuding any subsidies from VRS paid an
behalf of retirees far the health coverage)

The contributions shown balow are estimates for the fiscal year endng June 30, 2014, and should be
replaced by actual Commonwealth cantributions before determining the NOO 10 be disciosed in the
Commanwealth's FY2014 financial statements.

(3 miffions) Fiscal Year Ending
Net OPEB Obligation (NOO) June 30, 2044
AOC 3 1485
Contriutions Mada (Expected Benefit Paymenis) (56.5)
Increase In NOO § %0
NOC-Beginnng of Year _J485
NOOC-End of Year 38405
Constiting |Faverser!
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Connonwealth of Virgnia State Heath Banefits Program
M]lﬁ ﬂl for Pre-Medicars Retrzes. Sunteoes and LTD Patcizants
Hew

The folowng is a Shree-year history of tha caiculation of the Net OPEB Obligation, Sefore reporting
informattion for the 2014 fiscal year, the Parcentage of AOC Contributed and the Net OPEE Obligation far
Fiscal Year Ended June 30, 2014 must first be updated to refiect actual Commonwealh contritutions far
the year. We also show the calculation of the estimated NOO for the fiscal year ending June 20, 2015

Amounts shown are in milbons.

Annual Percentage of Net OPEB
Fiscal Year Ended OPEB Cost AQC Contributed Obligation
06302010 $1369 174% 33054
anR2011 51666 17.8% S4454
Darn012 §1724 22% $6822
06013 S1817 85% §7485
05r30V2014 estimated S1485 B 1% 38405
0672002015 projected $1561 445% $6271

Required Supplementary information
Balow is the Schedule of Funding Progress. The Covered Payrall for the July 1, 2013 Valuation Date
shouid be updated to reflect actual payroll for the year baginaing July 1, 2013

Amounts shown are in millians.

Actuarial UAALasa

Actuarial  Accrved  Unfunded percentage

Valueof  Liability AAL  Funded Covered of Covered

Actuarial Assets (AAL)  (UAAL) Ratio Payroll Payroll
Valuation Date fa) (b)  (ba)  (ab) e (baic)

THI2003 0 12082  $12082 0% 832971 39.4%
M 0 $1.2688  $12636 0%  $33650 3H55%
712012 projection S0 $13608  $13%08 0%  §37087 B4%
12013 N M5 $1W15 00%  §38570 7%
71112014 progection S0 S13416  $13416 00%  $40113 334%
Coverad payrols are estimates.
It 1s impartant to note that without any additional contribuions towards the AQC besides current pay-as-

you g3 cost, the NCO will cantinue to nersase, which will further incraase the ARC and AOC for the
follywing year (as the UAAL Increases and mierest on the NOO is accrued).

Consuting |Reerrer
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Conmosweath of irgitia St Haath Banfes Program
MHC\ il for Pre-dedcars Retrses. Suntaes and LTD Pacisants
‘.

Section V—Sensitivity Analysis

Below. we show the resubs using our assumed trend assumptions (25 detaded n Section VIll) slong with
1% nerease in trend rates for each progected year and a 1% dacrease in trend rates, %o ilustiate the
senstvity of results to the trend rates

July 1, 2013
4.00%
Valuation
{8 mifkons) Trend
VB $21012
AAL $12615
ARC
Normal Cost $ 838
Amosbzation of UAL 701
Intesest to EQY 62
Total ARC $ 160
Trend #1%
7B $24071
AAL $1,3926
ARC
Normal Cost § 962
Amorbzation of UAL 774
Infesest to EQY |
Total ARC $ 180
Trend -1%
B $18465
AAL $11479
ARC
Nermal Cost § 738
Amortization of UAL 638
Interest fo EQY 55
Total ARC S 142§
Consuiting |Foverer
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Connonwealth of Virgnia State Heath Banefits Program
Mlk\ il for Pre-dedcars Retrses. Suntaes and LTD Pacisants
‘.

Carnkn { ar wraniiia [ nf .
Section Vi—Uemograpnic Information

In the folowng pages we summarze the demagraghic information for the cumrent and future retiraes in
the State Health Banefils Program

The tatie below shows a distrbution of ags and senvice for af active empliyees who currently participate
in the State Health Benefits Program. A1 groups 0 total are shown

Completed Years of Service Total

Age 04 59 1044 1549 2024 2528 30-34 3539 40+
024 359 27 { 0 0 0 0 0 0 3618
2529 6120 1146 £} 0 0 0 0 0 0 125
304 5742 286 533 15 Q 0 0 0 0 g8
3539 4715 2852 1432 484 15 0 0 0 0 §%8
4044 4333 3226 2034 138 480 18 0 0 0 &7
4549 3757 3168 2076 1622 1640 486 0 0 0 12749
5054 3243 3014 2212 1810 23714 148 0 0 0 14078
5588 2481 2507 1959 1851 2510 2204 0 ! 0 13813
6064 1234 1687 1374 1367 183 1746 0 0 0 s™
6360 282 S08B 429 4% 614 18 0 0 0 a9m
M _ 13 _18 M0 102 185 %3 _0 _0 _0 _8
Total 35601 21289 12,168 8983 9641 6851 0 1 0 94534

Average Age: 464 Average Service: 9.7

The next tabée shows heedcounts and average age by group. Note in this table, the counts do not inciude
SPOUSES.

Number Average
Group of Lives Age
Betive o4 534 464
Inactive {under age 65)' 7,791 592

' Riefrees sunavors, LTDs

Consuting |Reerrer
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M Commenwesith of Virginia State Heakh Benefits Program
K for Pre-Medcare Reltirees. Sunivars and LTD Parficipants
Hewill

Sec
Plan

Eligibility

Consuling | Retrsman

fion VIl=Summary of Plan Provisions

Plan provisions in effact as of July 1, 2013 are shown

For a retiree to participate in the Plan, the participant must be eligible for 2
monthly annuity from the Virginia Retirement System (VRS) or a periodic benefit
from one of the qualified Opticnal Retirement Plan {ORP) vendors, and:

*  be recemving (not deferring) the annuity or periodic benefit immediately upon
refirement®, and

» have his or her last employer before retirement be the state, and

* be eligble for coverage as an active employee in the State Health Benefis
Program until his or her retirement date {not including Extended Covarage),
and

»  Have submitted within 31 days of his or her retirement date an Enroliment
Form to his or her Benefiis Administrator 1o enroll,

*For VRS refiress, this means that the employing agency reported a retirement
contrbution in the month mmediately prior to an employes’s retirement date

Surviving spouses of a particspating retree may continue coverage after the
death of the retree

For this valuation, amployees were considered eligible to retire and receive
medical, prescription drug and dental benefits if they are (a) age 50 with at least
ten years of service for Plan 1 participants, {b) age 55 with 5 years of sesvice for
Plan 1 participants, () age 60 with 5 years of service for Plan 2 participants or
(d) disabled and are eligible for a VRS or ORP benefit. Employees must retire
directly from VRS or ORP sponsored employment and they must apply for
coverage within 31 days of retirement 1f a retiree fails to enroll intially or cancels
their coverage subsaquent to retirlement, then they are not eligible 10 enroll at a
later cate.

Propetacy & Canfidertisl | FY2814 COVA REPORT DOCKAYS-K 184250 08177280 n?



Connonwealth of Virginia State Heath Benefits Program
]lc‘ ﬂl for Pre-Medicars Retrees. Suntees and LTD Partcgants
\

Plan
Benefit
Summary
Health Benefits Effective July 1,2013
Retiree Group Not Eligible for Medicare
Plan
COVA COVA COVA Kaiser
Care HealthAware |  HDHP Permanente
Benefits Participant Pays
Deductibie - per plan year
- One person $226 $1,500 $1.750 Nene
- Tiv0 OF MO persans $450 33,000 $3500 None
Out-of -pocket expense limit -
per pian year
- On2 parson $1.500 $3,000 33,000 $1,500
- Twa o mare persans $3.000 $6,000 310000 $3,000
Dector’s visits
- Primary Care Physkian $25 Whafter | 20% aer §25
decictivie | ceductbie
- Speciaist 40 X% after | 20% aker $40
dedctile | deductbie
Hespital Services
- Inpatiert $30Cper | Whaker | AWater S0 per
sy dedxtie | deducthie acmission
- Outpatent $126per | 2hater | Afbater $75 pervst
vist dedctie | ceductble _
Emergency Room Visits $150 per 375 pervst
vist Ahaher | 20% aher
(wavedif | deductile | deductbie (waked if
admitied) advited)
Cutpatient diagnostic Nheafter | WhHader | Whaker | ST specaky
laboratory, test, shots and x- | deductitle | deductile | ceductbie imaging
rays $C copayment lab,
pathology, shots,
rachongy,
daonostc lesting
Weliness & Preventive
Services
Theough age 18 0 $ 0 0
(Cffice wisds at speciiad
nlenals, mmunzabons. &0 and
¥ays. Annual chack-wp visd
[forimary care or spaciakst]
immnizations, fab and X4ays)
13 years and okder 0 0 90 20
(Rowling gynecalogial exam,
Pap test mammoyaphy
sureening prostale exam (digls!
recisl exam| prostale specific
antipen (PSA) fest and cotvects!
canar sreanig)
Constiting |Reersent

Frapeeiary & Conficerbal | FY2014 COVA REPORT DOCAGIMK 184200 T8N 120N =



Connonwealth of Virgnia State Heath Banefits Program
]lc‘ ﬂl for Pre-Medicars Retrees. Suntees and LTD Partcgants
\

Plan
Benefit
Summary
{continued)
Health Benefits Effective July 1, 2013
Retiree Group Not Eligible for Medicare
Pin
COVA Kaiser
COVACare | HealthAware COVA HOHP Permanente
Benefits Participant Pays
Prescription Up 1o 30-day
drugs - sy
mandatory
generic
Up o 34-0ay Upto 34-cay Up o 34-day supely. - Medial
Retail SUpply. supply. 209 gher deduchble Cartier
Pharmacy $15825540630 20% after Phamacy
deductibie $16526540
- Community
Pharmacy
S20A0860
(3¢
copayment
for S0 days)
Home Up to 90-day Up to 90-day Up to 50-day sugply Up fo 30-day
Deivery SUpply. SERlY. 2% ater deductible suppy
Phamacy | S30§508806100 |  20% after
deductibie
Wal Senios
$13/523838
(2
cogaymerk
for 0 days)
Addtoral
deductibie
out-otpocket
imits apoy
0%
oansuance
o | | = | o |
Prowidee may
batance bl
for amount
above
alowabie
charge
Dot | Bupipavaae | | BIEP Bupup avaladle Mo
Vision & Buy-up avaladk Buyup Not avalatle Routing
Constiting |Reersent

Frapewiary & Confcerbal | Fr2014 COVA REPOAT DOCAGIMK 184200 18N 10N "



AON it

Connonwealth of Virgnia State Heath Banefits Program
for Pre-Medicars Retrees. Sunvtvoes and LTD Patczants

Hearing

| avadaoe |

viskon ony

Dental -per
plan year

Expandsd - Buy-Up

Preventive
= Included
In Non-
Kaiser
Plns

-SE0100 /3150 Deductbie
-Flan pays up to $2.000 per member

Inpland25
deductibie
per member,
pen pays up
to $1,000
per member

Consuting |Reerrer
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Section VI[l—Valuation Methods and Assumpbons
Actuarial Cost
Method Unit Credit

Valuation Date Jul 1, 2013
Discount Rate 40%

Connonwealth of Virgnia State Heath Banefits Program
for Pre-Medicars Retrees. Sunvtvoes and LTD Patczants

Assumed Trends on Retiree Costs

Year

Beginning Medical'  Phamacy” Dental*
e 350% 850% 400%
Tz 8.25% 8.25% 400%
RS BOM% 800% 400%
72058 775% 175% 400%
et 750% 750% 400%
7172018 125% 725% 400%
TR T00% T00% 400%
T 6.75% E75% 400%
TMz024 6.50% 6.50% 400%
"2 6.23% £.23% 400%
023 6.00% 6.00% 400%
712024 575% 575% 400%
7172025 550% 550% 400%
THz026 525% 525% 4100%
ezt 500% 500% 400%

* For purposes of this valuation we have assumed that the current lavel of retiree

cost shanng will conbinue i the future. This may be accomplshad by increasing
retree coninbubons, co-payments, or outof-packet ims so that the leve! of
retree cost shanng increases at keast at the rate of assumed medical frand.

Mortality Mortalty rates vary by parbicipant status

Pre-Retirement

RP-2000 Combined Heakhy Table with a fuly generational projecton.

Post-Retirement

RP-2000 Combined Heakhy Tabie weh a fuly generatinal projcton.

Post-Disablement

70% of PBGC Disabled Mortalty Table 52 for males. $0% of PBGC Disabled

Mortalty Table 6 for females

Consuting |Fwveeiers
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Conmosweath of irgitia St Haath Banfes Program
M"{'\ il for Pre-dedcars Retrses. Suntaes and LTD Pacisants
Jew

RefirementRates  Retirement rates vary by retrement beneft and gander and are shown below.,
Pian 1 Members The retes are for State Employees used in the July 1, 2011 valuation of the

Hired Sefore Virginia Retrement System
July 1, 2010
Retirements Per 100 Members
Less than 30 30 or more
Years of Service Years of Service

Male  Female Male  Female
30 R 100 100
30 30 100 100
30 30 100 100

30 30 100 10.0
30 38 100 10.0
50 50 100 10.0
50 50 1040 100
45 45 100 100
40 55 100 100
50 55 100 100

50 55 100 150
10.0 100 1540 2.0
150 150 50 300
150 60 200 20
15.0 150 200 20
400 400 300 40
40 40.0 2540 30
40 400 250 20
400 400 20 250
40 400 200 20

100.0 1000 1000 100.0

aaszgatazzza&ﬂaazaszsk
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Cormmanmveath of Virgna Siie Heakh Banedits Program
M"ﬂ il for Pro-dedicars Retiees, Suntvors and LTD Parteipants
\)

Retirement Rates  Retiremant rates vary by retiramant benafit and gender and are shown delow.
Pian 2 Members The rates are for State Employees usedin the July 1. 2011 valuabon of the

Hired After Virgnia Retirament System
duby 1, 2010
Retirements Per 100 Members

Reduced Retirement  Unreduced Retirement
Age ldale  Female Male  Female
50 0g 0o 100 10.0
51 0¢ 0¢ 10.0 10.0
52 0o 09 100 100
53 0g 00 10.0 10.0
54 o0& 0.¢ 10.0 100
55 00 04 100 100
36 00 0o 100 100
57 00 0o 100 100
58 00 00 100 100
39 0g 0¢ 100 100
60 50 55 100 150
61 100 100 150 200
62 150 150 250 300
83 150 150 200 200
64 150 159 200 200
65 400 400 300 40.0
66 400 400 250 300
67 400 400 250 250
68 400 400 200 250
59 400 400 200 200
70 1000 1000 100.0 100.0

Disability Rates As shown below for selectad apes. 14% of disabiily casas are assumed [o be
sanvice refated, The rates are for State Employees used in the July 1, 2011

vakiavon of the Virginia Retirement System
Disabilities Per
100 Members
_Age Male  Female
2 F 001
2 01 01
0 02 015
3 02 035
) 02 029
i 04 034
50 05 0%
55 08 061
80 08 10
8 07 a8

Consuttng |Retrenan
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Commorrwealth of Vieginia State Health Banefils Program
for Fre-hedicare Retirees. Sundvors and LTD Farticipants

Withdrawal Rates  The following withdrawal rates are used based on age and years of service {for
Plan 1 Members causes other than death, disability, or retirement), The rates are for State
Hired Before Employees used in the July 1, 2011 valuation of the Virginia Retirement System
July 1, 2010

Male Members — Years of Service (%)

_Age 0 1 2 3 4 5 6 7 8 9 10+
20 26.0 260 260 210 210 21.0 210 210 210 210 00
25 20 20 220 130 130 130 130 130 130 130 00
30 200 20 20 15 115 115 115 115 s 115 50
35 170 17.0 17.0 8.5 95 a5 895 85 a5 95 45
40 150 150 150 8.0 80 8.0 8.0 80 80 80 34
45 140 140 140 75 75 75 75 75 75 75 23
50 120 120 120 6.0 60 6.0 60 6.0 60 6.0 20
55 100 100 100 5.5 58 55 558 55 55 55 0.0
60 120 120 120 6.0 50 60 60 50 60 6.0 00
65 120 120 120 130 13.0 130 130 130 130 120 00

Female Members ~ Years of Service (%)

Age 0 1 2 3 4 5 6 7 10+
20 300 300 300 220 220 220 220 220 220 220 00
25 255 2665 255 160 16.0 16.0 160 16.0 16.0 160 00
30 225 225 225 140 14.0 140 140 140 140 140 6.0
35 190 190 180 15 115 115 115 115 15 116 50
40 165 165 16.5 90 90 2.0 90 a.0 a0 S0 38
45 140 14.0 14.0 7.5 75 75 75 75 75 75 25
50 135 135 135 65 65 65 65 65 65 65 20
55 120 120 120 60 60 60 60 6.0 60 &0 00
G0 125 126 125 6.0 60 6.0 60 6.0 60 6.0 00
65 130 130 130 170 170 170 170 170 170 170 00

Consulling | Rethemant
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Commonwealth of Virginia State Healh Banefits Program
= for Pre-Medicare Retirees, Survivors and LTD Participants
Hewitt

Withdrawal Rates The following withdrawal rates are used based on age and years of service (for
Plan 2 Members causes other than death, disability, or retirement). The rates are for State

Hired After Employees used in the July 1, 2011 valuation of the Virginia Retirement System.
July 1, 2010

Male Members - Years of Service (%)

_Age 0 1 2 3 4 5 8 7 8 9 10+
20 260 26.0 26.0 210 210 21.0 210 210 210 210 00
25 220 220 220 130 130 130 130 130 13.0 13.0 00
30 200 200 200 1186 115 11.5 15 115 115 118 50
35 17.0 17.0 170 95 95 95 95 95 95 85 45
40 15.0 15.0 15.0 80 8.0 8.0 20 20 30 80 34
45 14.0 14.0 14.0 75 75 75 75 75 75 75 23
50 120 120 120 60 6.0 6.0 6.0 6.0 6.0 60 20
55 10.0 100 10.0 55 55 55 85 55 55 55 04
60 120 12.0 120 60 6.0 6.0 6.0 6.0 6.0 6.0 00
65 120 120 120 130 130 13.0 13.0 130 130 13.0 00

Female Members - Years of Service (%)

_Age 0 1 2 3 4 5 6 7 8 9 10+
20 300 300 300 20 22.0 220 220 220 220 220 00
25 265 255 255 16.0 16.0 16.0 16.0 160 16.0 160 00
30 225 225 225 14.0 14.0 140 140 140 140 140 6.0
35 190 190 190 115 115 15 115 1.5 116 15 50
40 165 165 165 80 9.0 9.0 20 90 90 90 36
45 140 140 140 76 75 7.5 7.5 75 75 75 25
50 135 135 135 65 65 6.5 65 65 65 65 20
55 120 120 120 6.0 6.0 6.0 6.0 6.0 6.0 6.0 04
60 125 125 125 6.0 6.0 6.0 6.0 6.0 6.0 60 0.0
65 130 13.0 130 17.0 17.0 17.0 17.0 17.0 17.0 17.0 0.0

Participation Rate It was assumed that 70% of future eligibtle retirees will elect the plan coverage.

Spouse Coverage Seventy percent (70%) of actives are assumed to be married at retirement. It
was assumed that males are three years older than females. Actual spousal
data was used for current retirees. It was assumad that all surviving spouses
retained coverage until their death

New Entrants The valuation is performed on a closed group of current participants. Future
entrants to the plan were not included.

Administrative No hability for administrative expenses is included in the valuation as both the

Expenses baselne claims and the retiree premiums valuad include expenses, and these

expenses are assumed to cancel each other out.

Consulting | FRolirement
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M Commanwaath of Virgna iate Heath Banatts Frogram
i for Pre-Medicars Retiess, Sunvivors and LTD Particparts
Hewitl

llealﬂl Care Claims  The actual claims expanence for the retirze group and the pramum rates of the
program vere collected. This data was usad 1o cakculate age-specic claim costs
usng factors developed by Aon Hewitt Representatve 2013-2014 annual per
capia medical, prescription dnyg, and dental plan costs at specfic ages are
shown balow. The costs represent claims based on the plan design in effect on
July 1, 2013 They are blended for haalthy and dsabled lves.

Cost
_Age Medical Pharmacy  Dental
0 $2,950 97 83
31 $3,058 $937 8337
2 §3,158 §988 8337
33 £3.262 $1,000  S337
u $3371 $1033  S337
35 §3482 $1.087 8337
36 $3,597 $1102 3%
7 3716 $1,138 8337
38 §3,838 $1176 3%
39 $3,985 §1215 8%
a0 $4,086 §1,256 8337
a1 $4,231 $1287 8%
42 $43M §1340 8337
a3 84515 §1,384 $337
44 $4,654 §1.429 8337
45 $4518 1477 8
46 5,001 §1533 83
47 $5,191 $1.591 $337
43 $5,388 §1,651 §337
49 $5,503 §1,714 $337
50 $5,805 S1779 8337
51 $5,055 $1856  S337
52 $5,315 $193%  S337
53 $5,587 s2019  S3%7
54 $5,870 $2106  S337
55 $7,166 §2186  S3%7
56 $7 481 $2283  S337
57 §7810 $23%¢ 83y
58 $8,154 $2438 337
59 £8,512 $2608 3%
60 $8,687 §2724 337
81 $9.225 $2.827 $337
62 $9.575 $2935 8%
63 $49.5689 §3046 8337
64 $10,317 $3162 8337
65 and over Not applicable
Connutting (fosiene!
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Commatrweath of Viegna State Mesth Banefits Program
for Pre-Medicare Adtivees, 5. 2d LTD Py

Baseline Retiree
Contribautions (2044
Fiscal Year)
Group Medical  Pharmacy Dental
Retiree
Contributions §5,391 $1,340 $224
se
mw: $4,563 $1,049 $208
Conauting (Ratbennn!
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