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Cc: Shelly K. Espeleta

Subject: EUTF Follow Up

Attachments: Segal report on what jurisdictions are doing to address the OPEB liability.pdf, OPEB
Contribution Comparison.pdf; 04.13.17 COM Budget and Finance Committee Meeting
Follow Up.pdf

Budget and Finance Committee,

Please follow up responses to your questions from the 04/13/17 Budget and Finance Committee meeting. Please let me
know if there are additional or further questions.

Derek Mizuno
EUTF
586-1681
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SUBJECT:  EUTF Follow Up Questions

Thank you for the opportunity to provide an update on the EUTF operations. Ilook forward to
continually these in the future. As a follow up to our meeting, please find the following
responses to your questions:

1.

HDS coverage of new technology

I should first clarify that the EUTF Board is responsible for the design of the benefit plans.
The Board relies on the EUTF benefits consultant, Segal Consulting (Segal), and the carriers
to provide recommendations regarding plan design changes on an annual basis.

Our current dental plan design covers X-rays but it does not cover cone beam imaging
(CBCT). I'm assuming that this is what was being referred to at the meeting. It is my
understanding that CBCT is more expensive than regular X-rays, there are very few
procedures that absolutely require CBCT, and the Oral Surgery Academy does not require
CBCT. Additionally, HDS’ national affiliate Delta Dental does not cover CBCT and there
are very few carriers that cover CBCT.

Regarding whether our plan would rather have a tooth extracted than saved, it is difficult to
address without the details of the case. In general an extraction may cost $200 but a
replacement bridge or implant could cost $2,000. These costs to the plan and member could
possibly be higher than saving the tooth. If more information is provided, I can further
follow up.

Provide information on other employers contributing monies in excess of the
requirements under Act 268, SLH 2013

See attached for comparison of actual versus Act 268 required contributions for FY15-16 and
FY16-17 (through 2/28/17). Additionally, attached is Practical Research on Public Sector
Benefits Summer 2016 publication from Segal that discusses what public sector plans are
doing related to the OPEB liability. As discussed, the EUTF and the legislature has done
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some of the items discussed such as lowering the employer contribution to retiree plans
creating different benefit levels and created a Medicare Advantage Employer Group Waiver
Plan. Most, if not all, of the other items cannot be considered because of the ruling of the
Hawaii Supreme Court that the retirees accrued health benefits are protected under the non-
impairment clause in the State Constitution.

Projections if and when the EUTF plans may exceed the Cadillac Tax

The Cadillac Tax applies both the employee and retiree plans. Based on projections from
late 2015, our benefits consultant projected, based on an 8% trend rate, that the following
EUTF plans would hit that Cadillac Tax that’s effective January 1, 2020:

e HMSA HMO employee plan 2020
e HMSA 90/10 employee plan 2022
e Kaiser non-Medicare plan 2022

We will be updating the projections within the next few months. As I mentioned at the
meeting, organizations including the EUTF plan to either terminate plans or reduce the
benefits associated with the plans (only applicable to EUTF employee plans).

Please let me know if there any additional or further questions that I can assist with.




































OPEB Contributions in Accordance with Act 268

2016 2017
Required Actual Required Actual Contribution Excess
Employer Contribution Contribution Excess Contribution (Through 2/28/17) (deficiency)
Hawaii Department of Water Supply $ 379,000 $ 1,071,000 $ 692,000 $ 497,000 $ - $ (497,000)
Honolulu Board of Water Supply $ 1,246,000 $ 6,400,000 $ 5,154,000 $ 1,143,000 $ 6,000,000 $ 4,857,000
Kauai Department of Water $ 172,000 $ 204,000 $ 32,000 $ 257,000 $ 319,000 $ 62,000
County of Maui $ 5,972,000 $ 14,930,000 $ 8,958,000 $ 9,703,000 $ 16,172,000 $ 6,469,000
County of Hawaii $ 6,930,000 $ 7,180,400 $ 250,400 $ 11,459,000 $ 5,729,500 $ (5,729,500)
County of Kauai $ 3,156,000 $ 8,057,894 $ 4,901,894 $ 4,450,000 $ 7,768,890 $ 3,318,890
City and County of Honolulu $ 30,845,000 $ 30,845,000 $ - $ 48,797,000 $ 48,797,000 $ -
State of Hawaii $ 163,615,000 $ 194,615,000 $ 31,000,000 $ 230,185,000 $ 327,749,500 $ 97,564,500
HART $ 195,000 $ 195,000 $ - $ 286,000 $ - $ (286,000)
Total $ 212,510,000 $ 263,498,294 $ 50,988,294 $ 306,777,000 $ 412,535,890 $ 105,758,890






