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2018 Medical Cost Projections

The APS medical plans require a 4.8% increase in overall premiums to offer the same plan
design for Plan Year 2018 with no buildup or drawdown of reserves. A 4.8% increase requires
additional funding of $3.879 million (APS and employees combined).

APS desires to provide additional support for lower paid employees for recruitment and retention
purposes by increasing the district share of premiums to 80% for employees earning less than
$34,500 and 70% for employees earning between $34,500 and $39,999. At the current
contribution rates, this would shift $1.536 million from employees to APS.

The projected reserve balance as of 12/31/17 is a little under $12.3 million. So there are limited
funds in the reserves that can be used to offset these increases. Therefore either plan design
changes must be made or premiums must be increased.

§10-7-4 NMSA 1978 requires that every public school district contribute Minimum and Maximum
percentage amounts towards premiums.

= This Statute, §10-7-4 NMSA 1978 constrains employers ability to increase premiums to

employees unless there are matching funds for employers to increase their contribution to
premiums.

The APS portion of the 4.8% increase is $2.498 million before any additional contributions for
lower paid employees.

=  This means that APS would require a minimum of an additional $2.498 million
appropriation/District funding to manage the health insurance costs by premiums alone.
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2018 Medical Cost Projections (Cont.)

To provide the most financially responsible health plan management we are continuing to offer
employees value-based plan options.

=  NMHC Exclusive Provider Organization (EPO) - (no Out-of-Network Benefits)
» BCBS and Presbyterian Three-Tier Option Plan

1. Tier One = Narrow Network Plan

2. Tier Two = Open Access Network Plan (Full Open Access Network)

3. Tier Three = Out-of-Network Coverage

The goal of offering a three-tier option plan is to encourage employees to become better educated
about their health care options and encourage them to use value-based providers.
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Medical/Rx Plan Trend

Albuquerque Public Schools
5 Year Paid Claims History
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Enroliment History
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APS 5-Year Paid Claims Per Employee

Albuquerque Public Schools
5 Year Paid Claims per Employee
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APS Insurance Reserve Fund Balance

ALBUQUERQUE PUBLIC SCHOOLS
TOTAL MEDICAL INSURANCE RESERVES
FISCAL YEAR 201617
DECCRIFTION July 2016 Aug 2018 Sept2016 Oct 2016 Nov2016 Dec2016 Jan 2017 Feh 201 Warzo17 . Apraott May2orr  dunezotr TOTAL
BEGINNNG RESERVE BALANCE 2002021629 1663988845 1387359164 1411163187 1262479855 1185624780 1261204548 1039168541 1120912760 999087943 1058920002 1027627669 2002027629
CONTRIBUTIONS:
Employee Premiums 233150080 | 225708677 226708508 23026317 231125073 229084695 | 24378494 | 244139841| 24399829 | 246135494| 244174489 249924732| 2848167229
Premium Refunds - (179.50) . ’ (1,133.70) (89.84) (10.00) (73 30) (17988) : (206 84) : (2.596.08)]
Net Employee Premiums 233150080 | 2.26690727|  2267086.08| 2302263.17| 231011708 229075711 243782494 | 244086211 243981841 | 246136494 | 244153805| 249924732 | 2847907623
Employer Premiums 39863654 |  286101207| 41352791 417350974  4,18321120] 419646936 | 420718231 420086254 422197279 | 42320475 42018118| 947007098 | 5021361137
Rebale : 45349700) 17481351 247.38360 99867.70 E 41568372  726200)  178237e4| 2756888 |  2903%.82 4120098 | 238552085
Cigna - Refund of Account Balance - - - - - - - - - - - - -
COBRALOA Premiums 60,439.39 5255341 42744.99 3,799.26 4207006 31,694.98 41,4239 2259182 33404.10 19,132.39 2780026 269%.13 42941118
TOTAL CONTRIBUTIONS 276057673 |  631396975] 661986149) 676263677 6,63526599] 651892145 712193336 688137847| 068734394 | 698128096 | 698184531 | 1203761741 | 8150861963
PLAN COSTS
Medical Claims 66319616 [ 550536665 | 463525287 660390321 562931792 409294978 | 651888827| 437743976 6180402 | 477188139 55019801 490308550 | 64,500,731.74
R Claims 7796919 208182055| 131651545| 125176299 |  1,38271447| 125219889 | 199006389 | 135378697 143391404 | 119599603| 13688920 11712%675| 1583486852
Professiona Seivices and Prermiuns 7705895 319484 19,048 64 6,676.69 388 UT%6T | 447,236.85 2126178 4380733 1583333 2041666 158393 | 70550795
Administration Fees w1816  w58%76|  ae9r2ee|  343mo02| 538058 | 34134199  34505850| 2047683  3707%76|  35946257|  27751931|  36210070| 407940204
Salary and Benefits 253211 457,76 64,031 64 44,9718 4605989 418324 41,055.92 4097094 62671.66 39,788.05 3975446 |  (486,85785) -
TOTALPLAN COSTS 616096457 | 6.08026656] 636182126) 624946909 740381674 5763123.77| 934229343 | 6,06393628| BO91EBIA| 638295137| 729477764| 59653943 8518050026
[TNTEREST EARNINGS I =T =] ] =7 =) =0 =] - 5 - B65a201 A
ENDING RESERVE BALANCE 166388845 1387359164 1411163187 126279855 _11866247.80 _ 1261204548 _ 1039168541 _ 1120912760 _ 999087943 _ 1058920902 1027627669 _16A16977.68 _ 1641692768
ALBUQUERQUE
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Plan Year 2018 Reserve Fund Projection

Medical/Rx/Dental/Vision

Jan to June Jul to Dec 2017 CY2018
2017 (Projected) (Projected)
Beginning Reserve Balance $12,612,000 $16,348,000 $12,288,000
Contributions $45,467,000 $34,891,000 $80,358,000
Pharmacy Rebates $1,410,000 $1,913,000 $3,629,000
TOTAL REVENUE $46,877,000 $36,805,000 $83,987,000
Claims $40,854,000 $38,095,000 $82,194,000
Administration Fees $1,985,000 $2,414,000 $4,399,000
Salary and Benefits ($263,000) $265,000 $529,000
Stop Loss Premiums $513,000
Segal Consulting & Actuarial Senices $564,000 $92,000 $190,000
ACA Fees (PCORI) $40,000
TOTAL COSTS $43,141,000 $40,865,000 $87,866,000
Ending Reserve Balance $16,348,000 $12,288,000 $8,409,000
Surplus/(Deficit) in period ($324,000) ($3,879,000)




2018 Benefit Plan Recommendations

Reserves
= Reset projected year end reserves to $10 million or above
District Contributions

= No change in total premium rates (APS plus Employee) for plan year 2018

»  80% for employees earning less than $34,500, 70% for employees earning between $34,500 and $39,999,
60% for employees earning $40,000 and above

=  Requires $0.768 million contribution from operational fund for second half of FY18 and additional $0.768
million for FY19 ($1.536 million cost of increased District share of premiums for lower paid employees).

Prescription Benefit

* Introduce SaveOn program to capture manufacturer assistance funds for select specialty medications
Dental Plan

= Increase deductible from $50 individual/$150 family to $100 individual/$300 family (waived for preventive
services)

= Increase member coinsurance for Basic Services from 20% to 30%
= Decrease Basic Plan annual plan maximum from $1,250 to $1,000
Medical Plan

=  No change to NMHC to encourage enrollment in lowest cost option

=  Harmonize medical out-of-pocket maximums for BCBS and Presbyterian.
» |Increase BCBS all tiers
*»  Lower Presbyterian tier 1 and increase tier 2 and 3 to encourage use of tier 1 providers

2@ ALBUQUERQUE
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SAVEONSP

Copay Offset Savings Program

About the Program gg\rf‘e?;%Med'CaUOﬂS

* Manufacturers make funds available to Therapy Class # of Drugs Assistance/Fill
assist patients with their share of the cost Blood Cell 2 $1,040
. Defici
* Utilizes Affordable Care Act (ACA) state e
benchmark to change client plan design Uncolegy uli el
. ) Endocrine 1 $1,666
* Targets 64 specialty drugs in 13 therapy -
classes Hemophilia 1 $1,000
_ o Hepatitis C 6 $6,987
* Reduces patient’s responsibility to zero
HAE 1 $1,666
HIV 1 $500
Inflammatory 10 $1,141
Average savings range from Lo ToRIc Ry 2 1,250
$2.50to $4.50 PMPM MS 12 $1,505
PAH 1 $1,000

Note: ESI does not endorse the services provided by SaveonSP or provide any guidance or endorserment to SaveonSP on the legal structure of the
services offered by SaveonSP, including without limitation, any representation of compliance with any applicable laws.

_aron

& 5% EXPRESS SCRIPTS® 10

1pts Holding mpany. All Rights Reserved A



SAVEONSP

Cost Comparison - Humira®

No copay assistance

The Scenario:
$300

7
$25 initial patient copay Using SaveonSP

| $11,940
12 annual fills $48,660 0

Employer responsibility

Total cost of treatment, including copay
and plan cost is $48, 960 annually W SisGnse
o]

Patient responsibility

Drug manufacturer

i e
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SAVEONSP

Client Savings Albuquerque Public Schools

CLIENT IMPACT FOR PATIENTS

EXAMPLE AND THE CLIENT

* 16K lives

e $712K savings for the plan
= $3.63 PMPM client savings*

= $O member copay

* 119 Members with 823 refills

BY IMPLEMENTING SAVEON SP COPAY OFFSET PROGRAM

*Savings based on most expansive drug list and actual savings will vary based on state certfication and are not guaranteed. Official savings will
be provided by SaveonSP. ESI does not endorse the services provided by SaveonSP or provide any guidance or endorsement o SaveonSP on
the legal structure of the services offered by SaveonSP, including without limitation, any representation of compliance with any applicable laws

V7N o
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2018 Proposed Medical Plan Options

Current Plan Design Proposed Plan Design
NMHC BCBSNM Presbyterian NMHC BCBSNM Presbyterian
HMO Tier 1 Tier 2 Tier 3 Tier 1 Tier 2 Tier 3 HMO Tier 1 Tier 2 Tier 3 Tier 1 Tier 2 Tier 3
Individual $250 $500 $2,000 $4,000 $250 $1,500 $4,000 $250 $500 $2,000 $4,000 $250 $1,500 $4,000
Deductible  [Two Person $500 $1,000 $4,000 $8,000 $500 $3,000 $8,000 $500 $1,000 $4,000 $8,000 $500 $3,000 $8,000
Family $750 | 1,500 | $6,000 | $12,000 | $750 | $4500 | $12,000 $750 | $1,500 | $6,000 | $12000 | $750 | $4500 | $12,000
ditiot Padkat Individual $2,250 $2,500 $4,000 $8,000 $4,000 $4,000 $8,000 $2,250 $3,000 $4,500 $8,500 $3,000 $4,500 $8,500
Maximum Lo Person | $4,500 | $5000 | $7,000 | $14000 | $7,000 | $7000 | $14,000 | $4,500 | 36000 | $7875 | 14,875 | $6,000 | $7,875 | 14,875
Family $6,750 | $7,500 | $10,000 | $20,000 | $10,000 | $10,000 | 520000 | $6,750 | $9,000 | $11,250 | $21,250 | $9,000 | $11,250 | 21,250
Coinsurance 20% 10% 40% 50% 20% 30% 50% 20% 10% 40% 50% 20% 30% 50%
Emergency Room Visit $150 cop.ay . $159 copay . . $159 copay . $150 cop.ay - $159 copay ‘ . $159 copay .
+ded/coins]  (subject to tier 1 ded/coins) (subject to tier 1 ded/coins) +ded/coins}  (subject to tier 1 ded/coins) (subject to tier 1 ded/coins)
PCP $15 copay | $15 copay | $50 copay |  50% | $15 copay | $25 copay 50% $15 copay | $15 copay | $50 copay |  50% | $15copay | $25 copay 50%
Office Visits |Specialist $40 copay | $40 copay | $75 copay | 50% $40 copay | $40 copay 50% $40 copay | $40 copay | $75 copay |  50% $40 copay | $40 copay 50%
Urgent Care | $50 copay | $50 copay | $75 copay | $75 copay | $50 copay | $75 copay | $75 copay | $50 copay | $50 copay | $75 copay | $75 copay | $50 copay | $75 copay | $75 copay
Inpatient Hospital Ded/coins | Ded/coins | Ded/coins | Ded/coins | Ded/coins | Ded/coins | Ded/coins | Ded/coins | Ded/coins Ded/coins | Ded/coins | Ded/coins | Ded/coins | Ded/coins
ALBUQUERQUE
PUBLIC SCHOOLS
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Plan Designs for 2018

Under this proposal, we are able to:

= Reduce employee contributions for those employees earning between
$30,000 and $39,999

= Keep the contributions for both employees and APS the same as they
were in 2017 for employees earning under $30,000 and those earning
$40,000 and over.

Employees have the option to select NMHC EPO which offers the lowest
out-of-pocket costs.

For employees who wish to remain on PHP or BCBS, many will find their
doctors are part of the tier 1 network (narrow value-based network).

In both PHP and BCBS we will continue to offer the full PPO Open Access
network for employees that use a doctor that is not part of a tier 1 network.

The addition of the SaveOn program will reduce cost for employees with
specified specialty drugs as long as they agree to participate in the
program.

PUBLIC SCHOOLS
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IBAC Value Based Purchasing Initiatives
Effective January 1, 2017 - Contractual Requirements of Health Plans

1. Manaqing Chronic lliness

Require accurate baseline measuring and improvements in the number of diabetic patients under
appropriate clinical treatment and monitored for kidney disease.

2. Managing Acute Care Episodes

Require health plan Medical Director to review medical records to confirm that high cost claimants are
being correctly managed — 5% of members account for over 60% of costs.

3. Use of Third-Party Prescription Data

Require the health plans to use prescription data provided by Express Scripts in their analytical tools.
Develop reporting related to prescribing patterns of network providers with emphasis on
appropriateness and avoidance of potential harms associated with polypharmacy.

4. Preference Sensitive Surgeries

Require the application of shared decision making principles (e.g. Choosing Wisely guidelines) to
establish baseline utilization and subsequent reduction in the number of potentially low value
procedures. This is to include knee, spine and shoulder surgeries.

5. Value-Based Provider Agreements

Prior to December 31, 2016, health plan partners shall report the percentage of contracted physicians
and inpatient hospital facilities with negotiated value-based agreements.

Y@ ALBUQUERQUE
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« Biometrics

« Health Risk Assessment
« Employees/Partners Only
« Premium incentive

History of Employee Wellness Incentive Program

« Biometrics

« Health Risk Assessment
« Tobacco Affidavit

+ Employees/Partners

+ Premium Incentive

ALBUQUERQUE
PUBLIC SCHOOLS

+ Biometrics

« Tobacco Affidavit

« Employee /Partners
+ Premium Incentive

+ Biometrics

« Tobacco Affidavit

« Employee/Partners
+ Premium incentive

AN

Program

« Tobacco Affidavit

+ Employees/Partners
« Premium incentive

|

N

» Physician Engagement

L

« Preventative Care

» Physician Engagement
Program

« Tobacco Affidavit

« Employees/Partners
« Premium incentive

e 2018

« Focus on Top Risk Areas

T
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Risk Management Overview

The Risk Management department has been a separate department within Albuquerque
Public Schools (APS) for over forty years. The APS Risk Management Program continues to
be self-insured. The primary function of the Risk Management Department is to preserve
the assets of Albuquerque Public Schools by providing our employees and the public with
the highest level of Safety and Claims management services. The Risk Management
department’s two main areas of operation are loss control and claims management.

The loss control department is charged with the oversight of the safety programs for of all of
the various schools and departments within the District. The department visits and inspects
ceach school facility every year with over 140 schools inspected annually. They report on
safety issues and suggest areas of improvement to prevent and mitigate losses. This
department is also in charge of the District's hazardous waste management program as well
as chemical safety management and bio-hazardous waste management. The department
works in conjunction with the State’s Workers” Compensation Administration (WCA), State
and Federal Occupational Health and Safety Administration (OSHA), local Fire Safety
officials and other governmental entities. The Risk Management department continues to
monitor all school fire drills and works closely with fire safety officials and school
administrators to develop site safety and evacuation plans

2@\ ALBUQUERQUE
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The Risk Management claim department handles claims made by entities and individuals
against the school district. The Albuquerque Public Schools is self-insured for all workers
compensation, property and casualty exposures. Although self-insured, the Albuquerque
Public School district has insurance for large claims in excess of the self-insured limit. All
claims for these loss exposures are self-administered with APS claims staff.  The self-
insured program has existed for decades. The district’s liability and property claims have
been self-administered with its own claim staff. The District is currently using the Third-
Party Claims management services of CCMSI to adjust its workers’ compensation claims.

The risk management department provides support services and research to other
departments. These support services such as research of types and locations of accident.
Our Facilities and Design Department and Risk Management collaborate on analysis of
playground accidents for site development. We also work with our Community Support for
issues with volunteers and other related insurance issues.

Our claim volume has remained consistent over the past several years for most lines of
coverage. We have noticed an inflationary measure in all lines of coverage. In our Workers’
Compensation Program, there has been a significant reduction in the average cost
(severity/claim) per workers’ compensation claim. In addition, the number of workers’
compensation claims (claim frequency) for the District are well below its 10-yr historical
average. That is, the Frequency and Severity numbers for the District are trending
favorably. These two factors are the key to controlling workers’ compensation costs.

2 ALBUQUERQUE
PUBLIC SCHOOLS
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APS Risk Management

= Albuquerque Public Schools serves approximately 84,000 students

= The district employees 12,090 permanent employees as of June 30, 2017 of
which 6,961 are certified staff (teachers/counselors/librarians/nurses) and 1,803
classroom educational assistants.

» Geographic Area: the APS district covers a 1,230-square mile area that
encompasses all of the Albuquerque Metropolitan area in Bernalillo County and
a small portion of Sandoval County, New Mexico.

= APS has 89 elementary -Middle Schools: APS has 27 middle schools - 13 high
schools and 12 schools of choice- 72% of the District’s schools are Title | high
poverty schools

= Total insured value of $2,537,000,000
$100M Per Occurrence; XS $150M Per Occurrence

= Excess general liability insurance to $15M
= Recent alignment of Risk Management with Human Resources

= As of January 1, 2017 CCMSI begins to handles the District's W/C claims
Property and Liability claims managed by in-house adjusters

%@ ALBUQUERQUE
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W.C. Budget $12,199,641.00] $13,212,386.00 $11,686,595.00 $11,401,327.00 $10,474,953 $7,598,839
P.C. Budget $8,866,469.00| $11,313,023.00 $14,255,634.00 $14,162,342.00 $15,571,064.00 $13,530,022.00
Total

Budget $21,066,110.00] $24,525,409.00 $25,942,229.00 $25,563,669.00 $26,046,017.00 $21,128,561.00
W.C.

Payments $3,564,649.00, $5,034,941.00 $4,133,816.00 $5,246,160.00 $6,215,929 $5,178,251
P.C.

Payments $3,216,531.000 $3,221,343.00 $4,314,509.00 $3,504,831.00 $5,044,715.00 $4,669,284
otal

Payments $6,781,180.00, $8,256,284.00 $8,448,325.00 $8,750,991.00 $11,260,644.00 $9,847,535

2@l ALBUQUERQUE
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ALBUQUERQUE PUBLIC SCHOOLS
HISTORICAL RETENTION & DEDUCTIBLE HISTORY

COVERAGE
EXCESS
SCHOOL BOARD WORKER'S * BOILER &

POLICY TERM * PROPERTY EXCESS LIABILITY LEGAL LIABILITY COMPENSATION MACHINERY CRIME
2016-2017 $250,000 $350,000 $350,000 $650,000 $5,000 $350,000
2015-2016 $250,000 $350,000 $350,000 $650,000 $5,000 $350,000
2014 - 2015 $250,000 $350,000 $350,000 $550,000 $5,000 $350,000
2013 - 2014 $250,000 $350,000 $350,000 $550,000 $5,000 $350,000
2012 - 2013 $250,000 $350,000 $350,000 $550,000 $5,000 $350,000
2011 - 2012 $250,000 $350,000 $350,000 $500,000 $5,000 $350,000
2010 - 2011 $250,000 $350,000 $350,000 $500,000 $5,000 $350,000
2009 - 2010 $250,000 $350,000 $350,000 $500,000 $5,000 $250,000
2008 - 2009 $250,000 $350,000 $350,000 $500,000 $5,000 $250,000
2007 - 2008 $500,000 $350,000 $350,000 $500,000 $5,000 $250,000
2006 - 2007 $100,000 $350,000 $350,000 $500,000 $5,000 $100,000
2005 - 2006 $100,000 $350,000 $350,000 $400,000 $5,000 $100,000
Footnote(s):

* Deductible in lieu of self - retention (SIR)
Boiler & Machinery: $25,000 deductible for Transformers/MEA
ALBUQUERQUE

PUBLIC SCHOOLS



Five-Year average $10,623,778 $11,084,241 $12,010,183

Estimated Outstanding Losses
2016 $10,971,974 $11,493,012 $12,270,033
2015 $10,551,576 $10,942,375 $12,212,473
2014 $10,332,960 $10,715,663 $11,481,067
2013 10,512,911 11,008,804 11,802,231
2012 10,749,471 11,261,350 12,285,109
2011 11,114,679 11,643,950 12,702,491
2010 8,770,444 11,576,986 13,857,302
2009 7,562,928 9,983,065 11,949,426

2@ ALBUQUERQUE
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Actuarial Confidence Level for P/C

Five year average 5,524,174 6,272,763 7,808,581

Estimated Outstanding Losses
2016 $6,087,002 $6,917,965 $9,441,967
2015 $5,749,787 $6,570,355 $7,872,634
2014 $4,495,136 $5,158,335 $6,334,097
2013 4,748,641 5,401,190 6,661,792
2012 6,540,305 7,315,972 8,732,415
2011 7,805,775 9,077,527 11,478,710
2010 7,443,841 8,805,251 11,311,155
2009 7,606,353 9,102,888 11,513,885
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Thank you!
Questions?

@



