


















































Fiseal 2010

Fiscal 2010

) Actuarial Annual aRL . Pros/Cons
Option i ’ Dollar Percentage
ccrued Required Change Change
Liability Contribution
Option 7 (con’t.)
- Would make
45. Part time employees and employees age 50 or older retirement before
on July 1, 2010 will be grandfathered in the current age 65 financially
eligibility arrangement. impossible for
most people
- Would
potentially
eliminate benefit
for employees
hired after age 50
Option 8 - Savings was
generally in line
On July 1, 2010, the early retiree rate, applicable to with goal
retirees not yet eligible for Medicare, heretofore - Transition to
approximately 50% of the imputed age-group premium, higher expense to
moves to 63%. Three years later, on July 1, 2013, the retirees seen as
rate moves to 75% and on July 1, 2016 to 88%. Finally, $163,442.,000 $18,846,000 ($4.068,000) (17.8%) more gradual

on June 30, 2019, the implicit subsidy be removed
entirely, and early retirees pay 100% of the imputed
premium appropriate to the 55-65 age cohort. Employees
who retire prior to July 1, 2010 will be grandfathered in
the current contribution arrangement.

- Impacted the
least number of
people and early
retirement is
perceived as a
choice
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Fiscal 2910 Fiseal 2010 ARC ARC
. Actuarial Annual
Option " Dollar Percentage Pros/Cons
Accrued Required Chings Ehaige
Liability Contribution
Option 9 - Savings was
more in line
Employees who retire after June 30, 2012 and are not with goal
eligible for Medicare will contribute 125% of active - Shifted too
employee premium rates through June 2015 and 150% of much future
active employee premium rates thereafter. unknown risk to
retirees
After 2017, the increase in the UMS subsidy for retiree - hurt both early
medical benefits for retirees who are eligible for retiree and
Medicare will be limited to 2.0% annually, so that Medicare
beginning in 2018 future increases in the cost of medical §160,654.000 $18,370,000 ($4,544,000) (19.8%) eligible retirees,

plans in excess of 2.0% will be borne by retirees until
retirees are contributing 70% of the premium. Thereafter,
retirees will continue to contribute 70% of the premium
cost.

Employees who retire prior to July 1, 2012 will be
grandfathered in the current contribution arrangements.

All options will be subject to periodic review and
possible change in the future.

perceived as a
lose/lose option
- Would make
retirement
before age 65
financially
impossible for
most people

Summary of Postretirement Benefit Program Options - 1-12-10.doc
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Valuation of Postretirement Benefit Program Options

Exhibit C

Fiscal 2010 Fiscal 2010 ARC ARC
Option AR Allll!lal Dollar Percentage
Accrued Required Elfvnos e
Liability Contribution g g
Current Program $178,787,000 $22,914,000 - --
Option 1A
The UMS subsidy for retiree medical benefits will be
capped at the dollar amount in 2014, so that beginning in .
2015 all future increases in the cost of medical plans will B0 112,000 (88721400 (3347
be borne by retirees. Employees who retire prior to July
1, 2010 will be grandfathered in the current contribution
arrangement.
Option 1B
The UMS subsidy for retiree medical benefits will be
capped at the dollar amount in 2019, so that beginning in $151.318.000 $17.089.000 ($5.825,000) (25.4%)
L] bl L] ’ ’ ) . 0

2020 all future increases in the cost of medical plans will
be borne by retirees. Employees who retire prior to July

1, 2010 will be grandfathered in the current contribution

arrangement.
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Option

Fiscal 2010
Actuarial
Accrued
Liability

Fiscal 2010
Annual
Required
Contribution

ARC
Dollar
Change

ARC
Percentage
Change

Option 2A

After 2014, the increase in the UMS subsidy for retiree
medical benefits will be limited to 2.5% annually, so that
beginning in 2015 all future increases in the cost of

medical plans in excess of 2.5% will be borne by retirees.

Employees who retire prior to July 1, 2010 will be
grandfathered in the current contribution arrangement.

$150,679,000

$17,175,000

($5,739,000)

(25.0%)

Option 2B

After 2019, the increase in the UMS subsidy for retiree
medical benefits will be limited to 2.5% annually, so that
beginning in 2020 all future increases in the cost of

medical plans in excess of 2.5% will be borne by retirees.

Employees who retire prior to July 1, 2010 will be
grandfathered in the current contribution arrangement.

$162,557,000

$19,364,000

($3,550,000)

(15.5%)
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Option

Fiscal 2010
Actuarial
Accrued
Liability

Fiscal 2010
Annual
Required
Contribution

Dollar
Change

ARC
Percentage
Change

Option 3A

Premiums for non-Medicare eligible retirees and spouses
will be developed based on anticipated claim experience
for that group and required retiree contributions will be
based on these premiums. Employees who retire prior to
July 1, 2010 will be grandfathered in the current
contribution arrangement.

$161,435,000

$18,616,000

($4,298,000)

(18.8%)

Option 3B

Premiums for non-Medicare eligible retirees and spouses
will be developed based on anticipated claim experience
for that group and required retiree contributions will be
based on these premiums. This change will be effective
July 1, 2010 for all current and future retirees.

$151,874,000

$17,726,000

($5,188,000)

(22.6%)
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Option

Fiscal 2010
Actuarial
Accrued
Liability

Fiscal 2010
Annual
Required
Contribution

Dollar
Change

ARC
Percentage
Change

Option 4

For employees retiring on or after July 1, 2012,
contributions required from retirees participating in
Medicare will be 20% of premiums for employees
retiring with 10 but less than 20 years of service, 15% of
premiums for employees retiring with 20 but less than 30
years of service and 12% of premiums for employees
retiring with 30 or more years of service.

$176,396,000

$22,479,000

($435,000)

(1.9%)

Option 5

Eligibility for retiree medical benefits will be retirement
with 15 years of continuous, full time service after age
45. Part time employees and employees age 50 or older
on July 1, 2010 will be grandfathered in the current
eligibility arrangement.

$164,926,000

$22,094,000

($820,000)

(3.6%)

UMS Valuation of Options. 11-9-09.doc
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Year

2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Notes:

University of Maine System

Retiree Health Plan Task Force I1I

Cost Impact of Option 8 - Non-Medicare Retiree

Full
Monthly
Premium

$1,333.42
$1,426.76
$1,526.64
$1,633.50
$1,747.85
$1.870.20
$2.001.11
$2,141.19
$2,291.07
$2.451.45
$2,623.05
$2.,806.66
$3,003.13
$3,213.35
$3,438.28
$3,678.96
$3,936.49
$4.212.04
$4,506.89
$4,822.37
$5,159.93
$5,521.13
$5,907.61
$6,321.14
$6,763.62
$7,237.07
$7.743.67
$8.285.73
$8,865.73

Retiree
Contribution

$833.39
$891.73
$1,144.98
$1,225.13
$1,310.89
$1,636.42
$1,750.97
$1,873.54
$2,291.07
$2,451.45
$2,623.05
$2,806.66
$3,003.13
$3.213.35
$3,438.28
$3,678.96
$3,936.49
$4,212.04
$4,506.89
$4,822.37
$5,159.93
$5,521.13
$5,907.61
$6,321.14
$6,763.62
$7,237.07
$7,743.67
$8,285.73
$8.,865.73

Employee retires July 2012 or later
Health care cost trend 7% annually

Percentage
Retiree
Contribution

62.5%

62.5%

75.0%

75.0%

75.0%

87.5%

87.50()

87.5%

100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%

Current Program

Retiree
Contribution

$666.71
$713.38
$763.32
$816.75
$873.92
$935.10
$1,000.56
$1.070.59
$1,145.54
$1,225.72
$1,311.52
$1.403.33
$1,501.56
$1.606.67
$1.719.14
$1.839.48
$1,968.24
$2,106.02
$2,253.44
$2,411.18
$2.579.97
$2.760.56
$2.953.80
$3.160.57
$3.381.81
$3.618.54
$3.871.83
$4,142.86
$4.432.86

Exhibit D

Anticipated premiums

Impact of
Option 8

$166.68
$178.35
$381.66
$408.38
$436.96
$701.32
$750.42
$802.95
$1,145.54
$1,225.72
$1,311.52
$1.403.33
$1.501.56
$1.606.67
$1.719.14
$1.839.48
$1,968.24
$2.106.02
$2,253.44
$2.411.18
$2.579.97
$2.760.56
$2.953.80
$3,160.57
$3.381.81
$3.618.54
$3.871.83
$4,142.86
$4,432.86
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