AUl Retiree Medical

Redesign

What does it mean for me?




Agenda

General Session

* Why are we making the changes?

* What is retiree medical anyway?

* What’s actually changing and who is impacted?
What's it going to cost me?
Where do we go from here?

Communication timeline.

Retirement Eligible Employee Session




Why are we changing retiree medical?

* March 2007 NSF “Evaluation of Employee Benefits for FFRDC'’s”
report

* Retiree medical value - exceeds the report benchmarks by 81% for colleges & universities ,
26% for Federal Health Benefits, 37% for the Hay Survey and 63% for Watson Wyatt Survey.

* When compared to those government contractors that provide retiree medical the value is
similar (3% higher).
* NSF Report Recommendation: Increase retiree cost share for retiree medical to a minimum

of 30%.

* Retiree Medical plans are considered a future liability for employers.
The total cost of the program for all current and future retirees must be
reported on an employer’s financial statements.

* AUl management and Board became very concerned by NSF
findings and liability increases.

* Currently projected to reach $75 - $115 million in the next 15 years.

* NRAO funding sources will not support future escalation in costs




Mercer 2010 Contribution Benchmarks
(Separate AUI/NRAO Study)

Contribution requirements for retiree coverage
Medicare-eligible retirees

m Employer pays all M Cost is shared M Employee pays all

Colleges and Universities 500+
13% 47%

Engineering 500+
0% 50%
Transportation and Aerospace Equipment 500+
0% 86%
Similar results for pre-Medicare retirees
= AUl / NRAO pays the full cost of coverage for Medicare-eligible retirees

= Though more prevalent among colleges and universities, it is still
uncommon to provide free coverage

_




Why are we changing retiree medical?

* It was not intended or designed to get NRAO employees to retire.
* Planning for these changes has been ongoing for the past three years.
* Key steps had to be completed first.
* 2010 NRAO Employee Survey
* 2010 Mercer Retiree Medical Benchmark Survey for AUI/NRAO
* 2011 AUI/NRAO Medical Carrier Re-competition

* Instituting retiree premiums for new retirements was identified as a required plan change at the
beginning of the process.

All involved knew this change would make some retirement eligible employees retire
before the premiums took effect.

* YES, employees who retire in 2012 will reduce the risk of another employee losing their job due
to the NSF imposed Fiscal Year 2013 budget cut.

* The sooner we know, the better the odds for others.

NRAO HR has worked closely with management and our benefits consulting firms to find
solutions that best fit our workforce within benchmark standards.

We wish to give employees time to consider their options before premiums are
implemented.
* First discussed during open enrollment.

* Original premium implementation date was January 1, 2012, but revised to January 1,
2013 to provide retiree eligible employee a “planning window.”




Just what IS the retiree medical benefit?

e Current Plan Structure:
* For retirees who are not Medicare eligible (under 65):

* Provides medical coverage identical to NRAO’s active plan.
* Plan costs (copays, coinsurance, limits) change when active plan changes.
* Retiree pays the active employee premium each month, adjusts annually.

* For retirees who are Medicare eligible™ (over 65):
* Provides coverage after Medicare pays.
* NOT a medi-gap plan.
* Cigna coverage looks for Medicare payment before paying claims.
* Covers some services Medicare does not.
* Hearing Aids
* Prescription Drugs (unless Medicare D is elected)
* QOut of pocket costs still required — change when active plan changes.
* Copays, coinsurance

* No premium for coverage.

* Coverage is tied directly to participation in Medicare




Who is eligible for the current benefit?

* Benefits eligible employees who retire on or before December
31, 2012 and meet ALL of the following criteria:
* Employee’s age plus years of service totals 70 or more.
* At least 55 years old.

* Have at least 5 years of continuous service immediately prior to
retirement.

* Have NRAO medical coverage for themselves and, if applicable, their
dependents on the date of retirement.

* Dependents who were not on plan at retirement are not eligible
to join.
* Remarriage

* Birth or adoption of child




So what’s changing?

* Eligibility requirements and premiums.

Reference Only

Current Retirees

(Retired before
2002)

Current Retirees
(Retired after

2002)

No Eligibility
Changes

No Eligibility
Changes

Maintain current

medical benefits. |

Cigna Benefits
change when
active plan
changes

ELIGIBILITY 1

Employees who are
eligible to retire by
12/31/2012
1. At least 55 years old

2. At least 5 years of
continuous service

3. Age + service = 70

~

No Eligibility
Changes

-

- N
Retiree medical
offered

Cigna Benefits
change when
active plan
changes

No premiums for
Medicare eligible
coverage if
retired by
12/31/2012

S

ELIGIBILITY 2

Employees who do not
meet Eligibility 1 and:

1. Are 45 years old or
older by 12/31/2012

OR

2. Are under 45 years
of age with 15 or more
years of service by
12/31/2012

-
Eligibility
Changes

Must meet new
60/10 minimums

o

~

Retiree medical
offered

Cigna Benefits
change when
active plan
changes

Premiums
charged for
Medicare eligible |
coverage

<

INELIGIBLE

Employees who are
under 45 years of age
with less than 15 years
of service priorto
1/1/2013

OR

New hires after
January 1, 2012

—

Not Eligible

No medical
offered after
retirement

Can use HSA
savings to
purchase private
coverage




Does this affect current retirees?

Reference Only Current retirees keep their eligibility for the

Current Retirees Current Retirees benef” Cmd Thell‘ plqn.

(Retired before (Retired after * Changes for current retirees depend on the

2002) <002) Cigna plan they are enrolled in.

< \

Pre-2002 retirees’ Cigna plan does not
N Shgtiley o Exebgy change when active plan changes, unless they
enrolled in the “Open Access Plus” (copay)

plan.

Post-2002* retirees who are enrolled in the
Cigna Benefits “Open Access Plus” (copay) plan experience

Maintain current change when

medical benefits. =ive plan the same plan changes actives do.

* These retirees have already had plan
changes in the past.

No premiums for Medicare-eligible coverage.

* An overlap occurred in 2002




What if | was already eligible for medical

coverage after retirement?

ELIGIBILITY 1

Employees who are
eligible to retire by
12/31/2012

1. At least 55 years old

2. At least 5 years of
continuous service

3. Age + service = 70

No Eligibility
Changes

Retiree medical
offered

Cigna Benefits
change when
active plan
changes

No premiums for
Medicare eligible
coverage if
retired by
12/31/2012

* |f you meet eligibility requirements to retire with
medical coverage by December 31, 2012 your
status does not change.

* Medical plan changes will continue and your coverage
after retirement will mirror active employee coverage.

* Changes in copays, coinsurance, deductibles, etc.

* No premiums for Medicare-eligible coverage
IF YOU RETIRE BY DECEMBER 31, 2012.

* |If you retire after December 31, 2012 you will
be required to pay a monthly premium for
Medicare-eligible coverage.




So how much are we talking about?

* Effective January 1, 2013 Medicare-eligible premiums will be
20% of the total over-65 retiree premium cost.

* The employer /retiree contribution ratio can change in the future.

* Estimated premiums below are for illustrative purposes only:

Projected Total NRAO Portion: What You Pay:
Monthly Rate 80% of Premium 20% of Premium

Employee $531.41 $425.13 $106.28
Employee + 1 $1,054.06 $843.25 $210.81

Retiree Coverage Tier

Employee + Family $1,161.67 $929.34 $232.33

* Actual premiums will be established mid-summer after Cigna
renewal process.




Who else
retiring?

ELIGIBILITY 2

Employees who do not
meet Eligibility 1 and:

1. Are 45 yearsold or
older by 12/31/2012

OR

2. Are under 45 years
of age with 15 or more
years of service by
12/31/2012

Eligibility
Changes

Must meet new
60/10 minimums

Retiree medical
offered

Cigna Benefits
change when
active plan
changes

Premiums
charged for
Medicare eligible
coverage

is eligible for coverage after

* |f you do NOT meet eligibility requirements to
retire with medical coverage by December 31,
2012 you continue to be eligible if the following
are frue:

* You are at least 45 years old by December 31, 2012
* OR

* You are under 45 but have 15 or more years of
service by December 31, 201 2.

* Were hired prior to January 1, 201 2.




What changes for this group?

Must meet ALL of the new eligibility criteria:

ELIGIBILITY 2

Employees who do not

sl by * Employee’s age plus years of service totals 70 or

1. Are 45 yearsold or
older by 12/31/2012 more.

of * At least 60 years old

2. Are under 45 years
of age with 15 or more
years of service by

* Have at least 10 years of continuous service

12/31/2012

Eligibility
Changes

Must meet new
60/10 minimums

Retiree medical
offered

Cigna Benefits
change when
active plan
changes

Premiums
charged for
Medicare eligible
coverage

immediately prior to retirement.
* Have NRAO medical coverage for themselves and their
dependents on the date of retirement
Medical plan changes will continue and your
coverage after retirement will mirror active
employee coverage.

* Changes in copays, coinsurance, deductibles, etc.

You will be required to pay a monthly premium
for all retiree medical coverage.




What about everyone else?

INELIGIBLE

Employees who are
under 45 years of age
with less than 15 years
of service priorto
1/1/2013

OR

New hires after
January 1, 2012

Not Eligible

No medical
offered after
retirement

Can use HSA
savings to
purchase private
coverage

All employees who are younger than 45 as of
December 31, 2012 and have less than 15 years of
service are no longer eligible.

Newly hired employees after January 1, 2012 are not
eligible.

No formal retiree medical program will be offered.

All employees can use individual savings to purchase
private supplemental coverage after retirement or help
to pay for medical expenses.

* Health Savings Accounts/High Deductible Health Plan

* 403b Supplemental Retirement Accounts
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AUI/NRAO Retiree Medical Program

Retiree Medical Eligibility (Pre 2013) -

If you terminate employment prior to December 31, 2012, after attaining age 55, you will be eligible to
continue your insurance coverage for yourself and your eligible dependents indefinitely as a retired
employee if you satisfy ALL of the following conditions:

1. Coverage for you and your dependents was in force on the date of your termination.

2. You had at least 5 continuous years of service immediately prior to termination.

3. Your age and years of service totals 70 or more.
You must continue paying the employee premium that was in force on the date of your termination until
Ombuds yvou and your eligible dependents each become eligible for Medicare. Retiree premiums are adjusted each
year as active employee premiums are adjusted. Your AUI coverage is provided at no cost to you once
e vou and your dependents reach Medicare eligibility.

Management Retiree Medical Changes - 2013 and beyond

A5 officially announced changes to the post-retirement medical benefits

Retirement Plans and :
se changes DO NOT IMPACT current retirees.

Enrollment
Wellness these changes can be found in the Frequently Asked Questions.
Retiree Medical Plans

Manage portlets depending on your employment status and age.

Eligibility 1: Individuals who meet pre-2013 criteria as described above, prior to 12/31/2012 can
maintain eligibility as follows:




Speaking of the Health Savings Accounts...

Health Savings Accounts (HSA)/High Deductible Health Plans will be a
medical plan option beginning January 1, 201 3.

Enrollment is not required; however, new HSA participants will receive a
portion of employer funding (seed money).

» $750 for single enrollment

* $1,500 for family (employee plus one is considered family)

* Quarterly distribution to employee accounts

Employees can also fund their accounts pre-tax (Projected 201 3).
* $3,200 or $3,250 for single accounts
* $6,450 for family accounts

Coupled with a high deductible health plan.
* $1,500/$3,000 annual deductible
* $3,000/$6,000 out-of-pocket maximum

* Preventive services covered at 100%




Benefits of the Health Savings Accounts...

Employee owned — you take it with you if you leave employment.

Can make pre-tax contributions from payroll, or outside contributions, up
to annual IRS Maximum.

* Never taxed if used for qualifying medical expenses.

* Can accept gift contributions up to annual IRS Maximum.

One-time IRA roll-over that does not count towards annual maximum.

You do not lose your balance at the end of the year. It rolls over each
year and can be invested like the 403b.

Pay for qualifying medical, dental and vision expenses for you and your
dependents without penalty or tax.

* HSA replaces Flexible Spending Account.




And changes to the existing active medical

plan?

* No significant changes have been made to the medical plan for the
past five years.

* Changes to the plan for 2013 include:
* Specialist copay increases from $20 to $40 — no referrals required
* New - $200/$400 deductible on non-copay services
Hospitalization coverage — 20% after deductible — no copay
* In-patient and out-patient services
* Surgical services remain at 20% coinsurance.
Preventive services covered at 100%

* See list of preventive services on HR Website under 2013 Benefit
Planning.

Out-of-network coverage changed from 25%/75% to 30%/70%
No change to out-of pocket maximums: $1500/$3000

* Can use Flex Spending Account with this plan, but NOT with the
Health Savings Account.




Summary - Active Employee Plans

Must Choose One or the Other
If you do not choose, you will default to your current plan.
What we have today — modified New plan

Copays, coinsurance, new deductible Designed to provide payment for current
and future expenses

Can use Flexible Spending Account Health Savings Account — cannot use
Flexible Spending Account

Prescription drugs at copay Prescription drugs from HSA until
deductible is met.

Cigna negotiated rates apply.
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www.nrao.edu/hr

HSA/HDHP Communication Timeline

April 2012: Basic details outlined, website set-up.
May & June: Additional information added to website
Late July: Employee meetings with HR and Cigna.

* Compare NRAO plans before open enrollment

* “My Cigna Plans” available online.

August — September: Additional information added to website,
sent to employee homes.

October — November: Open enrollment meetings.

* HR staff will be available to assist with elections

Ongoing: HR and Health Advocate will be available to answer
questions and provide information.

January 1, 201 3: New plans effective.
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ELIGIBILITY 1

Employees who are
eligible to retire by
12/31/2012

1. At least 55 years old

2. At least 5 years of
continuous service

3. Age + service = 70

No Eligibility
Changes

Retiree medical
offered

Cigna Benefits
change when
active plan
changes

No premiums for
Medicare eligible
coverage if
retired by
12/31/2012

Current Retiree medical eligible employees:

If you meet eligibility requirements to retire with
medical coverage by December 31, 2012 your
status does not change.

* Medical plan changes will continue and your coverage
after retirement will mirror active employee coverage.

* Changes in copays, coinsurance, deductibles, etc.

No premiums for Medicare-eligible coverage
IF YOU RETIRE BY DECEMBER 31, 2012.

If you retire after December 31, 2012 you will
be required to pay a monthly premium for
Medicare-eligible coverage.

* Eligibility does NOT change, only premium status.




How does retiree medical coverage work?

\

. . . Medicare Cigna considers
Give Provider Pay copay, if considers TS @il

Medicare and applicable, at h d f . .
Cigna ID cards time of visit. charges an atter receiving
issues EOB EOB

/

Important Notes:

* Cigna will not pay if Medicare has not produced EOB.

* Some services are covered by Cigna, but not Medicare — may require Medicare denial.
* Hearing aids

* Drug coverage is provided through Cigna, not Medicare.
* Medicare D (drug coverage) not necessary — extra premium for this coverage

through Medicare.




So how much are we talking about?

* Effective January 1, 2013 Medicare-eligible premiums will be
20% of the total over-65 retiree premium cost.

* The employer /retiree contribution ratio can change in the future.

* Premiums below are for illustrative purposes only:

Projected Total
Monthly Rate

Employee $531.41
Employee + 1  $1,054.06

Employee +
Family $1,161.67

Coverage Tier

NRAQO Portion:
80% of Premium

$425.13
$843.25

$929.34

Retiree Portion:
20% of Premium

$106.28
$210.81

$232.33

* Actual premiums will be determined mid-summer after Cigna

renewal process.




Projected Annual Retiree Premiums
— First 10 Years

5% Annual Premium Increase 8% Annual Premium Increase

7 8 9

Employee —@—Employee + 1 Employee + Family Employee —#—Employee + 1 Employee + Family




Projected Total Retiree Premiums Paid
— First 10 Years

$40,000

$30,000

$20,000

$10,000 -

5% Annual Premium Increase

$35,066.66
$31,818.55

$16,041.34

Employee Employee + 1 Employee + Family

$40,000

$30,000

$20,000 -

$10,000 -

8% Annual Premium Increase

$40,387.96

$36,646.95

Employee

Employee + 1

Employee + Family




Considerations

No premiums for individuals who retire prior to January 1,

2013.

After January 1, 2013, premiums will be paid on an after-tax
basis, to Conexis.
* Monthly invoice sent.

* Can have some premiums withheld from last check, pre-tax.

AUI/NRAO will continue to evaluate the best option for retiree
medical coverage.

Benefit is NOT guaranteed.




Questions?

Contact Denise Merricks at

dmerrick@nrao.edu






