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EXECUTIVE SUMMARY

Statement of the Problem

The Senate Finance Committee (“the Committee) is considering consolidating healthcare
insurance for public school employees. The Committee seeks the services of an expert in health
benefits and actuarial analysis to prepare a report for them on the current health benefits provided
to public school employees in each of Alaska’s school districts. There are 53 school districts
employing more than 10,000 teachers and staff. The cost of health care, and as a result the cost of
providing health benefits, continues to outpace overall economic growth and other elements of
compensation. Large employers have succeeded in offsetting much of the rising cost of health
care through co-coordinating multiple approaches to control costs. Smaller employers, including

the great majority of the individual school districts are often unable to achieve these savings.

Scope of the Analysis
The Committee seeks the assistance of an experienced consultant to address three key objectives:

= to gain a solid understanding of the coverages under the current benefit plans provided to
public school employees in each of Alaska’s 53 school districts, as well as their current
cost.

= to assess the functioning of any trusts established to provide health care benefits, including
the cost and utilization of benefits under such trusts.

= to quantify the impact of consolidated health plan coverage for all public school employees

under a state-managed group health insurance program.

We believe our staff’s experience conducting three very similar state-wide public school employee
health consolidation studies will provide the Committee with assurance that our study will meet all
key objectives. We will build on that prior experience which led to increased participation in each
subsequent study, and implement a web-based survey to gather the needed data. After achieving
25 percent participation in the 2003/2004 Pennsylvania study, the data collection process was
improved and achieved 40 percent in the 2005 Michigan study. Through stakeholder interviews in
Washington State, the best channel for administering the study was identified resulting in an

improved rate of participation of 45 percent of the medical plan information and over 50 percent
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for the dental coverage, despite the fact that the survey was administered at a time when school

business officers were busy handling time critical duties at the start of the school year.

With only 53 school districts, it will be imperative to have a large majority participating to ensure
the reliability of the data and to account for variation in plan design and geographic cost differences.
While we will aim to collect information from all school districts, in the event that we do not, we
will use the demographic information from the Teachers’ Retirement System and Public
Employees’ Retirement System to identify the total population eligible for health insurance and use

that data to produce system-wide cost estimates.

The analysis will explore the potential impact of consolidating health benefit coverage on collective
bargaining as well as school district finances. PRM Consulting Group (“PRM”) staff have
significant experience with these matters, including serving as arbitrators in collective bargaining

arbitration hearings and working directly with large public school districts on their health care plan.

Even if a consolidated program clearly shows that better benefits can be provided at lower cost,
there will undoubtedly be some constituents who prefer the status quo. Through stakeholder
interviews and other activities we will identify potential barriers to implementation, including the

risk of litigation.
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MANAGEMENT APPROACH AND PROJECT
METHODOLOGY

PROJECT MANAGEMENT

The organization chart shows the key individuals assigned to the project.

Adam Reese
Project Director

Thomas Rand Economic Systems Inc.
Healthcare Consultant Survey Manager

Robert Sanford
Actuary

David Revtai
Actuarial Analyst

Hilda Donovan
Associate

Project Management

The project director for this engagement will be Adam Reese. Prior to joining PRM in January
2013, Mr. Reese served as a Principal and Consulting Actuary at Hay Group. While at Hay Group
he conducted three state-wide analyses of health benefit programs for school employees in
Pennsylvania, Michigan and Washington. The most recent of these studies was for the State of
Washington in 2010-2011.

The experience from managing these three state-wide school employee health benefit studies
informs the approach we will use to conduct the engagement, obtain input from a large
representative set of school districts, interview key stakeholders, and identify and address potential
hurdles for plan consolidation. The timetable set out in the RFP of three months from engagement
to delivery of draft report demands that the study have a solid executable project plan. This project

P rm ggusyimne :
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management experience gained on similar assignments will ensure the timely completion of the

analysis for the State of Alaska.

Effective project management is essential for the timely completion of the analysis. Our proposal
includes a project plan and associated timetable. The schedule of three months from contract
execution to the draft report delivery date means that each task must be carefully coordinated and

dovetailed together.

PRM will provide a wide range of actuarial and benefits services related to the project. First and
foremost will be to produce draft and final reports that provide a summary of the coverages under
the current benefit plans, assess the functioning of any health care trusts, and the impact of
consolidated health plan coverage for all public school employees. The team will work with the
Committee and staff throughout the project to form and implement the work plan in order to obtain

the best possible information on which to base the analyses.

We will issue bi-weekly status reports to keep the Committee and staff fully apprised of our
progress. Each status report will document work completed, data requested and received,
stakeholder interviews conducted, the status of the surveys, analysis and barriers (if any) to timely
completion of the work will be identified. The actuarial, benefits and survey specialists will be
available throughout the project to provide interim findings to the Committee and to address any

guestions that arise.

PRM Consulting Group’s Approach
The study will be comprised of the following phases:

= |nitial Meeting with the Senate Finance Committee and staff to discuss the project;

= Discussions with Stakeholders, including health insurers, representatives of management
and employees, and other interested parties;

= Design and administration of a survey of current health plans for School District
employees.

= Meeting with Alaska Retirement Management Board representatives to obtain aggregate
demographic data on the covered population of public school employees.
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= Analysis of survey and other data to assess the actuarial value of the benefit plans provided
to public school employees.

= Analysis of the funding arrangement in place for the current benefit plans, including cost-
sharing arrangements and employee contributions.

= Assess opportunities to reduce current costs or contain future cost increases through other
models of health care, including evaluation of a consolidated health plan for all school
districts.

= |dentification of additional opportunities for cost reductions.

= Determination of differences in cost between the current and proposed plans.

= |dentification of barriers to implementation and changes necessary to mitigate.

= Bi-weekly status reports and conference calls.

= Summary of findings in a report, issued as a draft and revised based on feedback.

= Presentation of the final report to the Senate Finance Committee.

The chart below shows the timeline for the work plan. The timeline assumes a notice of award on
July 19, followed by a kickoff meeting the week of July 22 and stakeholder interviews beginning
the week of July 29. The survey will be completed immediately following the stakeholder
interviews and issued the week of August 12. Data collection will be targeted for two-weeks with
an allowance for late data collection through the week of August 26. With teachers’ first day in
the 2013-2014 school year on or around August 28, this schedule is designed so that administrators

can complete the data collection before teachers return to schools.

— [22-[29-| 5] 12-| 19-| 26- 28- | 4 | 11- | 18-
Week beginning | Jul | Jul | Aug | Aug | Aug | Aug | September October Oct | Nov | Nov | Nov

25-
Nov

Dec

Kickoff meeting

Status reports

Stakeholder interviews

Draft Survey

Issue Survey

Data collection

Analysis

Initial findings

Draft report

Finalize report

Meeting to discuss results
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Data analysis and verification will commence the week of September 2, entering the most intensive
phase of the project. The analysis will include a determination of the actuarial value of each of the
benefit plan designs provided to school employees, and quantification of the aggregate cost for the
covered population. In the event that we do need receive data from all school districts, information
on the school employee population will be obtained from the retirement systems and that data used
to adjust the survey data to obtain estimates of the total cost for all employees. Initial findings will
be summarized the first week of October in time to begin drafting the report. We plan to deliver
the draft report early in the week of November 11 to allow the Committee adequate time to read,
review, and comment on the draft. These comments will then be incorporated in the final report
which will be issued the week of December 2.

Based on our experience with similar state-wide health benefit consolidation studies for school
employees, we are proposing the following activities.

Initial Meeting with Senate Finance Committee

We will begin the project by meeting with Senate Finance Committee members and staff to discuss
the details of the project. This would include a discussion regarding arrangements for the key
stakeholders’ interviews and the best approach for obtaining data from the Alaska Retirement
Management Board to gain a solid understanding of the size and demographics of the public school

employees covered for health insurance.

We will also discuss the survey methodology to be used for gathering health plan information from
current plans. We will design a survey instrument to conduct the survey of plan costs, benefit
design, enrollment and other characteristics of each school district’s health plan. Building on the
lessons learned from the Pennsylvania, Michigan and Washington studies, we propose to use a
web-based tool to collect the core benefit plan designs, eligibility, premium, cost-sharing, funding,
and enrollment information.  The questions in the survey would cover rules used for setting
eligibility by type of employee (administrator, teacher, paraprofessional, administrative assistant,
maintenance and janitorial staff, cooks and dieticians, transit staff, and technology personnel), how
the benefits are financed (district funding on a per employee basis versus premium subsidy levels),
coverage tiers (employee, employee & child/ren, employee & spouse, employee & family),
insurance approach (fully-insured, self-insured with stop-loss, self-insured with reserves held in a

trust), administrative costs, benefits design, collective bargaining agreements, and cost-sharing



JULY 15, 2013/ STATE OF ALASKA, LEGISLATIVE AFFAIRS AGENCY — RFP NO. 593

arrangement (i.e. portion paid by the school district and portion of the premium paid by the

employees).

Discussions with Stakeholders

A successful study must consider the views of all of the stakeholders in the current system. These
include the management of schools, employees and their dependents, insurers, and the State of
Alaska. Many of these stakeholders can also provide valuable information on the operations of the
current health plans and improve the quality of the data collection process. For this reason, the
design and administration of the survey will occur after the completion of the stakeholder

interviews.

A preliminary list of stakeholders includes:

= State of Alaska Department of Administration

= Department of Education and Early Development

= Alaska Association of School Administrators

= Alaska Association of School Boards

= National Education Association — Alaska (NEA-Alaska)

= National Education Association — Alaska —Trust (NEA-Alaska Trust)

= Health Insurers currently providing coverage to school employees (including Premera,
Aetna, ODS Health Plan, John Alden, and UnitedHealthcare)

= Representatives of management and employees

The takeaways from these interviews will be used to adjust the project plan for the data elements
needed for the survey as well as the implementation of the survey. In prior studies these interviews

have uncovered key factors that influenced the timing and participation rates in the survey.

Design and Implementation of a Survey of Current Health Plans for School Districts

Given the importance of the survey data, we will be partnering with Economic Systems Inc.
(EconSys), to design and conduct the survey and gather the information on health benefits for the

school districts and their covered groups of employees and dependents.

EconSys is a research and software company in Falls Church, Virginia. Founded by Dr. George

Kettner, PhD in 1990, EconSys has served a variety of clients including Federal agencies, Fortune
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500 firms, and nonprofit associations. We selected EconSys as our survey manager as they provide
responsive, high quality, objective studies and analyses without institutional and individual biases.
EconSys also brings a decidedly quantitative approach to engagements, using econometric tools,
cost-benefit analysis, data mining, performance evaluation, performance measurement, statistical
and survey analysis, research and survey design, simulation modeling, and conference planning.

EconSys also has well-established software development and data management expertise.

PRM’s subcontractor EconSys will draw upon its interdisciplinary team of statisticians, labor
economists, operations researchers, and IT professionals with diversified backgrounds coming
from industry, government, consulting firms, and the academic community. EconSys has created
data collection tools such as survey instruments, web-based survey administration tools, and web
forms in order to help clients collect data from participants. The EconSys staff have graduate
degrees in fields such as business administration, economics, statistics, computer science, and

operations research.

We will prepare a draft set of survey questions and revise them after discussions with the
stakeholder. We will collect data on all covered populations including:

= Technology staff

= Maintenance employees

= Paraprofessionals, cooks, and custodians

» Administrative assistants

= Administrators

=  Teachers

We will develop an on-line data collection tool to be populated by the appropriate administrator at
each of Alaska’s 53 school districts. The team has extensive experience in developing data
collection instruments. We create collection instruments using a variety of methods from Excel-
based collection instruments to web-based applications. Although Excel is often used to collect
data, web-based methods can provide more accurate data, particularly for data representing
complex relationships. Also, web based instruments allow more flexible interfaces and better user
feedback.
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Using our prior experience and the information gathered from the stakeholder discussions, we will
work to create a web-based data collection portal accessible by appropriate administrators at each
of Alaska’s 53 school districts. Each of these administrators will receive a unique link via email to
the data collection system. With this survey method in mind, we will use the stakeholder interviews
to identify the most appropriate person in each school district to receive the email, as well as the
directory of email addresses and other contact information. After clicking the link, users will be
presented with a series of web-based forms for adding and editing their responses to the instrument.

Information on the health benefit plan design will be obtain from two sources. First, we will
request the information from the school districts. This is usually the summary plan description
health plan booklet given to employees. Second, we will obtain information directly from the main
insurers responsible for administering the health benefits. In the Michigan study, we found that
Blue Cross Blue Shield of Michigan identified all school district customers and had developed a
pooled experience report on their claims and membership. This aggregate level information was

made available and proved invaluable.

The data collection system will be more advanced than a simple web-survey in that it will collect
more complex data. Data validation will occur as users complete the forms, providing immediate
feedback so that accurate data is entered the first time, thereby preventing unnecessary follow-ups
with administrators. All data will be stored in a secure, industry-standard relational database. Users
will also have the ability to come back to the application to edit their responses or continue the

form at a later time up until the closing of the data collection period.

While the timetable to complete the survey instrument is relatively short, we are confident of our
ability to complete the survey design as we use technologies that allow rapid iterative development
of web applications. Beginning with design mockups and quickly moving to functional
applications means that only necessary features are built. This dramatically reduces development

cycles.

Facilitating a test run on the survey tool.

We will collaborate with the Senate Finance Committee and staff to review the online survey and

make recommendations for modifying current questions and/or layout of the questionnaire. Once
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all changes have been made, the online version of the survey will undergo an independent quality
control process which performs typographical and grammatical error checks, questionnaire flow
validation, and database verification. We will then the Committee the opportunity to examine the
guestionnaire to provide any feedback. All recommendations for additions or modifications will
be based on (a) research-based best survey practices, (b) our previous experience with similar items
and questionnaires, and (c) improved survey flow. Changes authorized by our client will be

reflected in the final draft version of web-based versions of the survey.

After internal testing, EconSys will conduct a beta test of the tool with three to four selected school
districts who volunteer to test the survey to ensure it functions properly and is easily understood.
User feedback will be evaluated and incorporated into the data collection tool as necessary. Once
the final version has been approved by the client, it will be formally launched, ready for respondents

to use via a URL to be provided.

Prepare written instructions on how to enter data in the survey.
Leveraging their frequent interactions with users of their popular web-based Federal Human
Resources software, EconSys will create integrated written instructions for using the collection

tool.

Conduct a webinar to walk through the data collection tool.
EconSys will hold a webinar to explain use of the data collection tool. The webinar will be recorded
and made available for administrators who are not able to attend. EconSys frequently conducts

webinars for several clients using software such as Adobe Connect.

Capture the data, validate entries, and store in a database.
At the close of the collection period, EconSys analysts will validate the data and generate Excel-

compatible data extracts for analysis.

PRM’s actuarial staff will analyze the survey data coupled with the health benefit plan information
for each group within each school district. Each health plan will be associated with the enrollment
(counts of members with single, employee+1, employee+spouse, family coverage), the current
premium, employer funding, and an actuarial value which we will develop based on the plan

provisions. In several prior studies, we found that some school districts had a “composite rate” that

LTING 10
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the insurer used for all tiers of coverage. These composite rates are useful for small school districts
as they can budget with certainty on the health benefit cost prior to open enrollment. We will
examine the extent to which these arrangements are transferring risk to the insurer and if the

premium rate over compensates for the risk assumed.

Assessing Opportunities to Reduce Current Costs or Contain Future Cost Increases

The study will include an assessment of opportunities to reduce current costs. The savings could
be achieved in all areas of the operation of the health plan. A single large plan has the ability to
bargain with insurers and providers to achieve the best rates, would allow for less spent in
administrative costs than the total of the individual plans while achieving greater control over the
administration of the plan. A single large plan could also more effectively apply cost control
programs such as disease management and large case management programs. A consolidated plan
can dedicate the staff and expertise to constantly monitor the results of these programs and redirect
resources towards those areas in which major savings can be achieved while cutting back on areas

where the savings are lower than the additional administrative expense would justify.

In addition, the careful attention to basic administrative details possible with a large program can
produce significant savings, such as the ability to constantly monitor the eligibility of the employees
and dependents covered by the health plan. This insures that benefits are only paid for members
who are currently eligible. For example, one state purchasing group provides daily feeds of
eligibility changes to carriers and under the contracts they have negotiated, the purchasing group is
not financially responsible if an ineligible member uses services after the termination of coverage
date. The purchasing group also asks for semi-annual re-certification of student eligibility and a

positive certification of spousal eligibility.

However, combining multiple plans into one entity presents a number of challenging design issues,
as well as being a complex organizational task. An important part of the consolidation would be
to preserve as much equity as possible with the current benefits.  This “equity” analysis will
examine the range of health plans and their actuarial values, and “map” membership from these
multiple plans to the state-wide health plan option closest in value. The health plan options will
preserve the ability for school districts as well as employees to select plans with substantial
insurance protection as well as lower cost options. By mapping the array of current plans to the
target state-wide group health plans, we will identify both the aggregate savings and how these

savings are distributed among school districts.

LTING 11
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PRM will use industry standard actuarial continuance tables to develop the actuarial value for each
of the school district benefit plans. This quantitative data will be combined with qualitative
information about the coverages. For example, two health plans may pay the same portion of
covered expenses, but if one plan has no out-of-network coverage (e.g. an EPO), then the coverage
may not be as valuable to a family if all the family’s needs cannot be met by EPO clinicians. If a
family’s medical needs can all be met by EPO clinicians, the tradeoff of a lower premium may be
worthwhile. However, the actuarial value does not capture the out-of-pocket costs that may be
incurred if a family needs to see a provider not in the EPO network.

Controlling the cost of health benefits requires active and informed program management. Small
organizations are generally limited in the expertise they can apply to the problem, and in the
financing options available to them. Providing employees with health benefits on a local basis
generally creates an inefficient and unnecessary duplication of effort. And in many cases, local
school districts are unable to dedicate full-time, knowledgeable staff to manage their health
benefits. Consolidating health care coverage under one administrative body and increasing the size
of the insured group will provide for more efficient and effective plan management, greater
leveraging power and potentially produce significant benefits to the school districts as well as the

state.

From our prior experience, we are aware that local school districts often rely on their health benefit
program to attract and retain employees. We believe that school districts will be able to keep this
element of bargaining and total compensation available as a recruitment and retention tool while
utilizing a consolidated health plan by varying the portion of the premium paid by the local school

district as well as the range of benefit options.

Actuarial Analysis of Current Costs and Coverage and Comparison to Other State
Health Plans

The analysis will begin by determining the reasonable alternatives with consolidation. In
Washington State, for instance, these included both voluntary and mandatory plans and a range of

benefit packages that could be selected by individual school districts.

We will perform a benchmark comparison of the school employees health plans to the state

employee health plan. We will therefore obtain both aggregate cost and demographic data on state

LTING 12
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employees’ health benefits. After adjusting for demographic differences between the two
populations, this analysis will show the level of potential cost savings if public school employees

were in a consolidated program.

The projection of costs under the alternative consolidated systems will begin with a comparison of
the past and projected claims and administrative expenses under the current plans and proposed
consolidated plan. A number of factors account for differences in health plan expenditures. These
include differences in demographics (e.g. age and gender), utilization patterns and funding vehicles.
Two additional related factors that can significantly influence the costs are the size of the covered
group and the efficiency of the plan administration. One important variable in developing the costs
and potential savings is the variability of plan design and cost by geographic region. We will
determine the impact of each of the factors on consolidation. We will then incorporate these
findings in an overall balance sheet projection of the plans’ next year costs and future costs with
and without consolidation.

Another important part of the analysis will be to determine the impact of consolidation on the
employees and dependents currently covered by school district health plans. It will most likely be
best to offer a range of benefit designs within a consolidated system to be able to maximize the
number of employees and dependents who could receive benefits at least equal to the current

benefits package.

PRM will also project the savings under each of several alternatives and show how these savings
could be shared among the school districts, employees, and the state, based on the current flow of
funds from the state to the school districts, and how this might change under a state-wide health

care system.

Opportunities to Reduce Costs Including Administrative Costs and Cost of Insurance

As part of the study, PRM will capture information on non-benefit costs (commissions, stop-loss
premiums above recoveries, premium taxes, etc.) and administrative costs. We will also investigate
the practical issues associated with real-world implementation of a consolidated program. This
will include not only the outline of a fully implemented program, but the steps necessary to achieve
it.

LTING 13
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The first part of the implementation process will be the steps needed to develop and enact the
legislation necessary to affect a consolidated state plan. These steps will include the time needed
to develop and enact the necessary legislation. The steps will also consider how existing collective
bargaining agreements would impact the participation of each of the school districts. Information
on the remaining term of the bargaining agreements will be collected in the survey and used for
this analysis. An important part of this process will be to define the organization needed to
administer a consolidated system and how quickly such an organization could be established. A
second part of the implementation analysis will be to determine the roles of the administrator and

insurer of a state-wide system.

Identification of Barriers to Implementation and Changes Necessary to Mitigate

While both the Pennsylvania and Michigan school health studies identified substantial savings
opportunities, neither state managed to implement changes to their healthcare delivery and
financing models. State legislators took the results from our studies and used them for short-term
political advantage. Some saw the reduction in total cost as an opportunity to reduce local property
taxes while others saw the savings as an opportunity to increase teacher wages. With today’s tight
fiscal budgets, it will be incumbent on the state’s leadership to set out the shared vision for
implementation and address how any savings will be used. The lessons learned from the prior
engagements were that to be effective, the stakeholders will need to be engaged and be able to

“sell” the program to their constituents.

The Washington State performance audit study identified savings opportunities — with larger
savings under a mandatory model than under a voluntary model. The information presented by the
State Auditor’s Office generated a high level of interest among State policy makers, K-12 public
school officials and employee representatives. In June 2011, Governor Gregoire signed into law
Chapter 50, 2011 Laws 1st Special Session PV. Section 213 of this law includes a directive for the
Washington State Health Care Authority to “develop a plan to implement a consolidated health
benefits system for K-12 employees for the 2013-14 school year.”

The goal of the directive is to improve administrative efficiency, transparency, and equity in the
delivery of K-12 public school employees’ health benefits, and to dedicate any prospective cost
savings back to Washington’s public schools. The proposal is to include the design of a
consolidated purchasing system and an implementation strategy for ensuring a successful

transition. The executive summary of the K-12 report can be found at:

LTING 14
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http://www.hca.wa.gov/documents/k12report/k-12 hbr ExecSummary.pdf

Other barriers to implementation that must be examined in the course of developing an effective
alternative state-wide health care system include the creation of incentives and minimizing
disincentives. Often these are economic issues, but in our experience these are often issues of local
control. We believe, based on our experience with similar studies and our significant experience
in designing cost-effective health plans, that the right mix of choices and economic incentives can
lower the barriers to implementation. That said, we are not unmindful of the many competing
interests and the interest of some affected parties in maintaining the status quo, even if the status
guo is expensive and does not provide the best quality care. Perhaps one of the strongest arguments
in favor of a large, sophisticated health care system is the power such a health system has to
implement programs that improve the quality of care, without substantial increases in costs. It is
possible that the current emphasis on quality of care makes this project more feasible than ever

before.

LTING 15
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The following project schedule assumes contract award on July 19, per section 2.06 of the RFP.

Project Schedule
Contract Award

Expected Date
July 19

Kickoff meeting

Week of July 22

Schedule stakeholder interviews

Week of July 29

Draft survey questions

Week of July 29

Conduct stakeholder interviews Week of August 5
1% Status report August 9

Updated survey based on information obtained from Week of August 12
stakeholder interviews

Test survey Week of August 12
Webinar introducing the survey Week of August 19
Survey administration starts Week of August 19
2" status report August 23

Survey closes August 30
Analysis of survey information September 2 - 27
Status reports September 6 & 20
Begin drafting report September 30
Preliminary findings October 4
Conference call to discuss preliminary findings Early October

Status reports

October 11 & 25

Issue draft report

On or before November 15

Comments due back from Senate Finance Committee

November 22

Issue final report

On or before December 6

Meeting to present results

To be determined

16
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The deliverables under the contract will be:

= A project plan

= Bi-weekly status reports

= School District survey, including a webinar to introduce the survey and written
instructions. A recording of the webinar will also be made available for those
unable to attend the session.

= Draft Report

= Final Report

= Presentation to the Senate Finance Committee

Project Plan

A draft project plan is included with the proposal. This will be reviewed at the kickoff
meeting and updated based on feedback from the Senate Finance Committee. The revised

project plan will be used to measure the progress of the project.

Bi-weekly Status Reports

These status reports will keep the Committee appraised of the progress on the study. Topics
covered by the status report will include (as needed), schedule of stakeholder interviews,
documentation of conference calls; status of the survey, including the number of surveys
completed and the percentage of covered employees these surveys represent; interim
results on healthcare benefit values, summary of stakeholder interviews, and progress on

the draft and final reports.

School District Survey

A draft of the survey will be prepared immediately after the kick off meeting. The core
elements of the survey will include:
= Medical plan enrollment, total premium, and employee contributions by coverage

tier,

LTING 17
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= Dental plan enrollment, total premium, and employee contributions by coverage
tier,

= Other coverage (hearing, vision, etc),

= Bargaining unit information, including funding amount per full-time employee
(FTE), frequency of recaulculation of employee premiums, and expiration date of
the current agreement,

= Minimum hours per day, or fractions of a FTE needed for eligibility for health plan
coverage,

= For school districts using trusts, the amount of funds in teh trust and trigger points
in the bargainign contract for changes in benefits and/or premiums,

= Health plan options and current carrier

= For self-insured plans, information on aggregate and individual stop-loss coverage

and premiums

This will be updated based on information obtained during the kickoff meeting and
subsequent stakeholder interviews. The revised survey will be released to a small number
of volunteer school districts for testing purposes and, based on their feedback, the survey
will be refined. The survey will be accompanied by a written set of instructions. In
addition, a webinar will be held for school administrators or others expected to complete
the survey providing a detailed demonstration of the survey tool. The webinar will also
include time for questions from participants and will be recorded for those unable to attend

the live session.

Report

The report will be prepared and issued in draft format to the Committee for their comments
and input. Edits will be made to the report to incorporate the feedback and the report will

then be issued as final. The final report will include:

= An executive summary with an overview of our findings and recommendations. This will
include charts and graphs that provide readers with a quick summary of our findings and

recommendations;
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= An analysis of the employee health benefits currently provided by school districts,
including an analysis of the costs for those benefits and a comparison of the benefits

provisions by size of school district;
= Actuarial value of each of the school district health benefit plans,

= An analysis of the health benefits currently provided to employees participating in existing

statewide plans;

= A comparison of benefits and costs between the current plans of school districts and the
range that could be provided for the members through a state-wide plan;

= Ananalysis of the possible benefits to school districts and employees and their dependents
that may result from providing access to plans administered by a state-wide plan;

= Ananalysis of other considerations associated with the establishment of a state-wide health
benefit plan for school employees, including the impact on collective bargaining for public
school employees and the possible effect on the Public School Employees’ Retirement

System;

= Appendices will include a copy of the survey instrument and a summary of health plan

enrollment and benefits for the responding school districts.

Presentation of the Report to the Finance Committee

The last deliverable under the contract will be a presentation of the report to the Senate Finance
Committee. During the meeting, PRM’s principal authors of the report will be prepared to answer
guestions on the study and findings. In the event that questions are posed on issues not presented
in the report, we will be ready and willing to address those questions and prepare written responses
in an addendum to the report. PRM recognizes the importance of this initiative and will be more
than happy to provide additional testimony before the Senate Finance Committee or other standing

or special committees during the 28" Alaska State Legislature.
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OFFEROR EXPERIENCE AND
QUALIFICATIONS

PRM Principals lead major segments of the organization in the delivery of our consulting services.
PRM has office locations in Washington, DC; Bethesda, MD; Atlanta, GA; Chicago, IL; and
Richmond, VA. PRM has over 30 full-time consulting employees, annual revenues of
approximately $6 million and staffing supplemented by a cadre of contract consultants who possess

unique technical expertise.

Founded in 1999 by former principals of Towers Watson and Aon Hewitt, PRM provides a fully
integrated complement of business solutions tailored to meet our clients’ human resource
management needs and strategies. We focus on the unique needs of each client and work
collaboratively with them to maximize employee performance and improve organizational
efficiency. Our professional services are designed to assist organizations in achieving their
missions and strategic objectives by attracting, retaining and engaging employee talent at all levels,

with well-designed compensation and benefit programs.

PRM’s actuarial practice represents a key component of the array of consulting services we provide
our clients. We have extensive knowledge of healthcare benefit programs and are assisting large
governmental employers with health benefit program redesign and consolidation. Furthermore,
we consult with public school districts and have direct relevant experience with the challenges of
designing, marketing, and managing health benefit programs for credentialed teachers as well as

non-credentialed support personnel.

PRM will be partnering with Economic Systems Inc, to manage the survey using their expertise in

web-based on-line survey methodology.

In summary, we possess an experienced staff with the prerequisite competencies to successfully

partner with the State of Alaska on this Solicitation.

This work would be performed out of PRM’s Bethesda, MD office.
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PRM Principals have experience with state-wide School Health Benefit studies; identifying
consolidated programs for school districts; and designing a consolidated health plan to replace a

program offering more than 140 plan options for a large nation-wide employer.

State-wide School Health Benefit Studies

Pennsylvania

The Commonwealth of Pennsylvania has over 640 Local Education Agencies, ranging in size from
the City of Philadelphia to small townships employing fewer than 50 school employees. The 2003
survey instrument used to collect health plan information relied mainly on typed or handwritten
entries to a multi-page document. In addition, school districts submitted copies of their health plan
SPDs so that details of the health plans could be taken from source material and compiled by experts
in healthcare benefit plans. Special attention was given to the larger school districts to encourage
their participation which ensured a sufficiently large representative sample of the schools’
population was included in the analysis. Responses from 146 Local Education Agencies were
received, representing over 25 percent of the school employees. The timing of the study allowed
for an extension of the data collection period by two weeks, and that helped a larger number of
school districts to participate in the study. Aggregate data on the number of covered members was
obtained directly from the Teachers’ Retirement System so that system-wide estimates of costs and
savings could be produced. State employees’ health care is managed in a single pool, run by a joint
labor-management board of trustees. The plan design and experience of that large single pool plan
was used as a benchmark for comparing plan designs and costs and identifying possible savings.
To improve their purchasing power, some school districts had already joined together in
cooperative groups and obtained self-insured coverage for a specific set of health coverage, while
leaving each school district the flexibility to set employee contribution levels. Key stakeholders
were interviewed to obtain their input on the current structure as well as on the draft
recommendations near the conclusion of the study. While the study found large potential savings
from pooling resources and obtaining coverage from a small number of carriers, implementation

was impeded by political actions.

The final report was issued 153 days after the kickoff meeting. The original schedule was extended

by mutual agreement.
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Pennsylvania Reference:

Phil Durgin - Executive Director
Legislative Budget and Finance Committee
Room 400A Finance Building

613 North Street

Harrisburg, PA 17105

Phone: 717-783-1600
E-mail: pdurgin@palbfc.us

Michigan

In 2005, Mr. Reese conducted the feasibility and cost-effectiveness study of a consolidated State-
wide health benefits system for Michigan Public School employees for the Michigan Legislative
Council. School districts were surveyed and data collected on enrollment, the types of plans
offered, their costs, and how the plans were financed, levels of employee contributions, and how
the plans were managed. Survey responses were obtained from 30 percent of the districts covering
43 percent of school employees. The Michigan study found that over half the public school
employees received their coverage from MESSA (Michigan Education Special Services
Association). The Michigan Blues was the next largest provider, pooling the school employees’
experience, and the City of Detroit had its own plan. With large numbers of employees already in
pools, the Michigan study found smaller savings from improved purchasing power than was
observed in Pennsylvania, but larger savings from shifting from traditional fee-for-service plans
(which were used by 48 percent of school employees) to Preferred Provider Plans and HMOs. The
savings identified in the Michigan study came from three areas: 1) improved eligibility
management, with more frequent updates and checks on student eligibility; 2) moving to self-
funding which captured the insurer gain, avoided stop-loss premiums, commissions and subsidies;
and 3) purchasing savings including negotiated administration fees, provider access fees, audits,
and improved pricing on pharmacy and DME carve-outs. Compared to the 2005/06 aggregate
annual premiums of $2.2 billion, the study identified three options with savings ranging from $146
to $281 million.

The final report was issued 121 days after the kickoff meeting.
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Michigan Reference

John G. Strand

Legislative Council Administrator
124 West Allegan

Boji Tower - 3rd Floor

P.O. Box 30036

Lansing, MI 48909-7536

Phone (517) 373-0212

Email: LCA@Iegislature.mi.gov

Washington State

The most recent state-wide school health project Mr. Reese conducted was in 2010-11 for the State
Auditor’s Office of the State of Washington. A series of interviews with interested parties and
others knowledgeable about the current system of providing health benefits to school employees in
Wiashington was conducted, including School Administrators, School Business Officers, the
Washington Education Association, School Directors’ Association, School Principals, Office of
Superintendent of Public Instruction, Public School Employee Union, and state agency
representatives. The survey of the K-12 districts was based on past experience in conducting these
surveys, with the document customized based on information gained from the interview process
and a review of current school coverages. The survey document was designed to capture as much
information as possible with the least amount of work for district employees. Several districts
tested the draft survey document, resulting in several improvements before the final survey was
distributed. The survey was distributed by email to the districts under a cover letter from the State
Auditor’s Office describing the overall study process. Initially due October 22, 2010, the
submission deadline was extended to November 1, 2010. A key feature for Washington State was
the existence of separate funding pools, supported by state and local funding sources. Furthermore,
most K-12 districts had multiple bargaining groups as well as non-represented employees, and
benefits often differed by group. As such, the proper unit for gathering complete information was
determined to be the bargaining unit by district. As some districts had as many as 13 bargaining
units data collection was limited to the three largest bargaining units in each district to avoid over
burdening the school business officers. The results of this process were 129 submissions, 42% of
the 304 K-12 districts and Educational Service Districts (ESDs). Of the 129 survey submissions

received, 12 submissions included incomplete or inconsistent data that could not be used, resulting

LTING 23


mailto:LCA@legislature.mi.gov?subject=Legislative%20Council%20Website

JULY 15, 2013 / STATE OF ALASKA, LEGISLATIVE AFFAIRS AGENCY — RFP NO. 593

in 117 usable submissions. All but two of the 30 largest districts responded (93%), so that the data
from the responding districts represented about half of the Washington school employees. Survey
data for the medical plan and employee contribution data captured information on 49,748
employees, about 45 percent of employees who elect medical coverage. The survey response rate

was very high and ensured that the data was representative of the K-12 system.

The draft report was issued 94 days after work commenced. Due to the requirements of the State
Auditor’s Office, the final report was not issued until January 2011, about 150 days after

commencement.

Washington State Reference
Larisa Benson

Director of Performance Audit
State Auditor's Office
larisa.benson@sao.wa.gov
Phone: (360) 725-9720

Public School Districts Experience

Anne Arundel County Public Schools

Mr. Rand has been a co-managing consultant for benefit consulting services provided under a joint
contract with Anne Arundel County, MD and Anne Arundel County Public Schools (AACPS) since

2007. In that capacity he has assisted AACPS with numerous engagements including:

* Conducting the competitive bidding in 2009 for the system’s 403(b) and 457(b) plan
offerings. At the time the system had twelve different vendors involved in managing just
under $300 million in combined plan assets. That created problems on several fronts,
including confusing and redundant investment options, higher expenses than would be
expected given the size of the participant base and plan assets, and significant
administrative problems for the system. In addition, most of the assets were held in
individual insurance contracts with exit penalties including market value adjustments and
other contingent deferred sales charges. The competitive bidding was conducted with an
evaluation team consisting of representatives from Anne Arundel County Public Schools’
human resources function, the system’s employees and retirees, and representatives of the

major labor organizations. The result was a completely new structure built around a group
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custodial agreement with lower cost mutual funds. While four vendors were retained
(consistent with the requirements of the system’s labor agreements) administration was
greatly simplified by entering into a master services agreement with the vendor holding the
largest share of plan assets acting as the conduit for data distribution and website services
linked to the remaining three vendors. Participants benefited greatly from the bidding
process, through improved communications, and especially from the reduction in expense
loads associated with the much lower asset charges negotiated and with eliminating the
exit fees associated with the prior contracts.

= Conducting the competitive bidding in 2012 for the system’s prescription drug benefit
program. While the current vendor was retained, the bidding process resulted in
approximately $3 million in annual savings for the system and additional savings to

participants through the reduction in their contributions for prescription drug coverage.

= Assisting the system’s director of labor relations in negotiations with the major bargaining

groups, and meeting periodically with union representatives at the system’s direction.

Anne Arundel County Public Schools Reference
Ms. Florence Bozella

Director of Human Resources

2644 Riva Road

Annapolis, MD 21401

FBozella@aacps.org

(410) 222-5075

Milwaukee Public Schools

In 2009 Mr. Rand and Michael Rhim of PRM Consulting Group managed the review and
competitive bidding of Milwaukee Public School’s 403(b) offerings. The 403(b) plan offerings
were made available through multiple vendors to MPS’ 14,000 employees, with just under $30

million of annual contributions to the plan.

The study was conducted in consultation with a Joint Labor Management Task Force charged with
determining how the plan offerings might be improved through competitive bidding, and with the

selection of vendors to be recommended to the Milwaukee School Board for the Board’s approval.
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The Task Force included representatives from among Milwaukee Public School’s 13 labor unions,

and representatives from the MPS Division of Insurance and Risk Management and Finance Office.

The study culminated in the retention of four vendors, operating under a common remitter

agreement utilizing the administrative platform offered by MetL.ife.

All of the four vendors retained (including two incumbent vendors) provided a significantly

reduced fee structure and improved and simplified investment offerings.

Milwaukee Public Schools Reference

Ms. Chris Toth

Director of Benefits and Insurance Services
5225 West Vliet Street

Milwaukee, WI 53208
tothcm@milwaukee.k12.wi.us

(414) 475-8557

United States Postal Service

Mr. Rand has represented the United States Postal Service on employee benefits issues since

1983. In that capacity he has provided the following services:

e In 1987 and 1988 he managed a competitive bidding process to determine whether USPS
should move forward with preliminary plans to exit the Federal Employees Health Benefits
Program (FEHBP) and establish its own separate program to provide health benefits to
USPS employees and their families.

e Since 1988 he has served as an expert witness in nine interest arbitrations where the
subjects of the impasse leading to arbitration included the subject of health benefits, and,
more generally, how benefits of USPS employees are compared with those of private sector
employers. That comparison is in effect required by the comparability standard set forth

by the Congress in the Postal Reorganization Act of 1970, as follows:

“It shall be the policy of the Postal Service to maintain compensation and benefits
for all officers and employees on a standard of comparability to the compensation
and benefits paid for comparable levels of work in the private sector of the
economy.” (39 U.S.C. 1003(a))
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In 1994 he served as an arbitrator on the arbitration panel chaired by Rolf Valtin to resolve
an impasse between the parties on the subject of participant contributions toward the cost
of health care benefits.

In June, 2003, he testified before the President’s Commission on the United States Postal
Service on the subject of employee benefits, in the context of the requirements of the
comparability standard. A transcript of his testimony can be accessed at the following link:

http://govinfo.library.unt.edu/usps/offices/domestic-finance/usps/pdf/Randl.pdf

In 2012 and 2013 Mr. Rand and Mr. Reese assisted USPS’ Supply Management team in
the competitive bidding for a new health benefits plan to be provided to non-career
employees of USPS. The USPS non-career complement is approximately 85,000
employees who are not currently eligible for an employer contribution toward the cost of
the plans provided under FEHBP. The new program was required under the employer
mandate that is among the provisions of the Patient Protection and Affordable Care Act,
since many of the USPS’ non-career employees work thirty or more hours per week, and
this new program will take effect in January, 2014, in spite of the recent announcement by
the Treasury Department and the White House delaying the penalties and reporting
requirements associated with this mandate, because it is the subject of labor agreements
reflecting arbitration awards made at the conclusion of interest arbitrations between USPS
and the National Association of Letter Carriers and the National Postal Mail Handlers
Union this past year.

Mr. Rand and Mr. Reese have also worked closely with USPS over the past two years in
developing proposed legislation that is now before Congress to develop approaches to
health benefits for all USPS employees and retirees to mitigate the liabilities associated
with retiree health benefits, and to improve the delivery of health benefits to all USPS
participants. That assistance has included participation in numerous meetings with
representatives of the Administration (the National Economic Council, Office of
Management and Budget, Government Accountability Office, and the Office of Personnel
Management) and with the staff of the Congressional committees considering the

legislative proposal.
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United States Postal Service Reference

Mr. Thomas T. (Ted) Williams
United States Postal Service
475 L’Enfant Plaza SW
Washington DC 20260
thomas.t.williams@usps.gov
(202) 268-1916

Economic Systems Inc. - Past Performance

Project Number 1 Title: 2009 Workforce Satisfaction PULSE Survey

Number: HSTS07-09-C-00255

Type: Fixed Price

Duration: September 2009 — June 2011

Amount: $121,131

Location: Falls Church, VA

Contracting Agency: Department of Homeland Security, Transportation Security

Administration, Office of Law Enforcement/Federal Air Marshals

Brief description of contract/subcontract

EconSys was contracted by the Office of Law Enforcement/Federal Air Marshals Service
(OLE/FAMS) to edit their current workforce satisfaction survey and to analyze the data from said
survey. During the review period of the survey, EconSys suggested to OLE/FAMS that the survey
be administered through EconSys instead of their government survey tool in order to increase the
response rate. EconSys edited the survey provided by OLE/FAMS and made suggestions on how

to remove double-barreled questions and not lead the respondents to respond in a certain way.

EconSys administered the survey using an in-house, web-based survey tool, ESQ. The survey was
sent to overall OLE/FAMS employees with an individual URL and password and was open for
roughly 2 months. The response rate from the survey was slightly over 50%, which was an increase

from the previous year.

Once the survey administration was complete, EconSys worked with OLE/FAMS to create over 30
reports targeted at different groups within OLE/FAMS including a Senior Leadership Report,
Executive Summary Report. Each field office received a report as well as the different working

groups. EconSys created an overall employee report which broke down all of the survey results

LTING 28



JULY 15, 2013 / STATE OF ALASKA, LEGISLATIVE AFFAIRS AGENCY — RFP NO. 593

into an easy to read document that highlighted the main findings. Outside of tabulations and
reporting results based on factors (dimensions), EconSys conducted a Key Driver Analysis for
OLE/FAMS in order to identify the main factors of satisfaction. The Key Driver Analysis resulted
in the identification of important factors that are currently driving satisfaction within OLE/FAMS

and which factors, if improved upon, would yield the greatest increase in employee satisfaction.

OLE/FAMS COTR: Tyler Maxey, 703-487-3124

Project Number 2 Title: Customer and Employee Satisfaction Survey
VA798-12-F-0156. EconSys Subcontracting to WPCE

Number: Management Inc. subcontract no. WPCE-12-SC-ESI-1
Type: Fixed Price

Duration: June 2012 - June 2013

Amount: $97,856 Total — EconSys share $47,403

Location: Falls Church, VA

Contracting Agency: Department of Veterans Affairs, Office of Acquisition Operations

Brief description of contract/subcontract

EconSys partnered, as a subcontractor, with WPCE Management Inc. to administer and analyze a
number of surveys for the Department of Veterans Affair’s Office of Acquisition Operations
(OAO). OAO required three surveys to obtain information and opinions about their workers and
employment with OAOQ. The first survey is being administered on a monthly basis to customers
(VA employees) who were awarded contracts through the office. The 12 question survey prompts
participants for responses on the service they received, how knowledgeable the OAQ staff members
were about the contracting process, and if there were any areas of contracting which need to be

improved based on their experience.

The second survey is a forward-looking survey of customers. This survey gains information from
participants on their expectations and how they perceive the role of OAO in the contracting process.
The forward-looking survey is being administered on a quarterly basis. The final survey is the
employee satisfaction survey. On a quarterly basis we survey employees with a standard set of
questions regarding their work, desire to stay with OAQO, and other areas of satisfaction. The survey
also allows for several interchangeable questions that are not asked every time. These questions

can be modified to help OAQ review new policies or programs that have been implemented.
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Each of the surveys is administered through Survey Monkey and include reminder emails based on
the rate at which surveys are being completed. EconSys and WPCE are working with OAO to
gather baseline data in order to do trend analysis on the survey results as well as create the reports
and presentations after each iteration of the survey.

References

WPCE Project Manager: William Cioffi, 703-992-7748

OAO COTR: Tracy Marcinowski, 240-439-6264

Project Number 3 Title: Employee Satisfaction Survey for the Florida State Department of Health
EconSys a subcontractor to DWB and Associates. Contract

Number: Number DWB-2010-01

Type: Fixed Price

Duration: October 2010 — April 2011
Amount: $54,470 (EconSys amount)
Location: Falls Church, VA

Contracting Agency: Florida State Department of Health

Brief description of contract/subcontract

EconSys developed and administered an employee satisfaction survey for the Florida Department
of Health (FDOH), and conducted extensive analyses of the data, including key driver analysis.
The survey team worked with the clients in order to understand their goals and objectives for the
survey. A survey was then created to reflect the different aspects or components of satisfaction
(Clarity, Rewards and Recognition, Flexibility, Responsibility, Standards, and Teamwork) that

were to be analyzed.

EconSys developed a web-based survey tool to administer the survey. After the survey was
approved and tested, emails were sent to all participants detailing why they are being asked to
complete the survey, how to respond to survey questions, and when the survey needed be
completed. Each participant received an individual web-based link to their survey instrument,

which was preloaded with demographic data provided by FDOH.

The EconSys survey team analyzed the survey data and created over 80 reports for managers and
supervisors to review. Three types of reports were developed -- standard, custom, and key driver.
The first two types of reports were similar, but with variations dictated by the needs of different

organizational sub-units. The standard reports were created from preloaded demographic data
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submitted by FDOH. The custom reports were based on spreadsheets submitted by different offices
within FDOH. Each Excel spreadsheet characterized employees into different groups based on a
number of different factors (age, job title, pay grade, etc.). These reports allowed managers to create
subsets of their employees for viewing differences in satisfaction and other facets measured by the
survey. Each report included a response rate for the survey, charts and analysis of overall

satisfaction, and an in-depth analysis of the major types of satisfaction.

Custom reports included the same information as standard reports, but included specific subsets of
the overall survey population.

Lastly, the survey team conducted analysis of employee satisfaction data to determine which
program attributes were most important to overall employee satisfaction, and identified areas with
the greatest impact on overall satisfaction. Results of this analysis were intended to assist FDOH
managers to effectively increase levels of overall satisfaction among its employees by identifying

and enhancing attributes with the greatest impact on overall satisfaction.
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INDIVIDUAL/KEY PERSONNEL EXPERIENCE AND QUALIFICATIONS

The chart below shows the structure of the team assembled to perform the work.

Adam Reese
FSA

Project Director

Thomas Rand, Esq George Kettner Ph.D
Healthcare Consultant Economic Systems, Inc

Hilda Donovan Robert Sanford
Associate Actuary

Ali Sayer MS

David Revtai Jacob Denne MS
Actuarial Analyst Steve Cotter MS

The project director will be Adam Reese. He is a Health Actuary and Principal at PRM with over
25 years of experience and has conducted similar studies for the Commonwealth of Pennsylvania,
Michigan, and Washington State. Supporting Mr. Reese will be a team of healthcare experts at

PRM and survey specialists at Economic Systems, Inc.

Thomas Rand is a Principal at PRM and has over 40 years of experience in healthcare. His clients
include Anne Arundel County Public Schools and the United States Postal Service. He will lead
the stakeholder interviews and address the labor relations issues.

Robert Sanford is an Actuary and Principal at PRM with over 30 years of experience. His clients
include the Virginia Education Association as well as County School Districts.

Hilda Donovan is an Associate at PRM and has over 8 years of experience. She has conducted
and analyzed survey data and will provide team support for consolidating the survey findings.
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David Revtai is an actuarial analyst at PRM. He will be involved in the data gathering and
validation, working with Mr. Reese on analyzing the value of the various healthcare benefit

coverages using actuarial tables.

PRM will be utilizing the survey and statistical analysis expertise of Economic Systems Inc.
(EconSys) to collect survey information from the 53 school districts. George Kettner
Ph.D.founded EconSys in 1990. He has over 30 years of experience directing analytical projects.
George holds a Ph.D. in Economics from UCLA. Ali Sayer has worked with EconSys since 1990.
He has over 25 years of experience in statistical analysis and project management. Ali has multiple
Master's degrees in economics, applied statistics, and operations research.

The team size and composition was selected based on prior experience with three similar state-
wide studies on school district employee healthcare benefits. In the event that we encounter
unexpected complications, the team can be expanded to include additional actuarial and analytic
staff. The additional resources would include Michael Rhim, a PRM Principal with Public Schools

experience, and David Greene, another PRM actuarial analyst.
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BIOGRAPHIES

Education, Qualifications, and Professional Service

Adam Reese is a principal and managing director of actuarial services at PRM Consulting Group.
He joined PRM in 2013 and has over 30 years of consulting experience. Prior to joining PRM he
had consulting positions with Hay Group, Towers Perrin and Watson Wyatt. He received his

Bachelors of Science degree from the London School of Economics and Political Science in 1976.

Mr. Reese is a Fellow of the Society of Actuaries, a Fellow of the Conference of Consulting
Actuaries, a Member of the American Academy of Actuaries and an Enrolled Actuary under
ERISA. He currently serves as the Past President of the Conference of Consulting Actuaries, a

1,300 member organization.

Mr. Reese served on the Board of the American Academy of Actuaries from 2009 to 2011. He also
served as co-chair of the American Academy of Actuaries Joint Committee on Retiree Health from
2001 to 2008 and served on the Editorial Review Board for the Actuarial Update — the monthly
news periodical of the actuarial profession — for over ten years. He served on the American
Academy of Actuaries Committee on Qualifications from 1995 through 1998. During the period
of his service the Committee issued a revised standard for actuaries issuing Prescribed Statements

of Actuarial Opinion.

Mr. Reese has served as an examiner for the Society of Actuaries and as faculty for the Society of
Actuaries seminars in 2000, 2001, and 2005. In 2007-2008, he served on the Society of Actuaries
Project Oversight Group for the Long-term Health Care Cost Trends Resource Model. This model
(the SOA-Getzen model) is now widely used in the selection of healthcare trend rates for retiree

medical valuations.

Mr. Reese is a frequent speaker at the Conference of Consulting Actuaries and Enrolled Actuary
annual meetings and has also presented at Society of Actuaries conferences, Casualty Actuarial
Society conferences and at a Joint Colloquium of the IACA, PBSS, and IAAHS Sections.
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Mr. Reese served on the Actuarial Standards Board Retiree Group Benefits Task Force from 1999
to 2001 that revised the Actuarial Standard of Practice for Measuring Retiree Group Benefit
Obligations (ASOP 6).

Published papers

Mr. Reese has written extensively on retirement and healthcare issues and has had several actuarial
articles published. His paper, What is the True Cost of a Defined Benefit Pension Plan? was
published by Benefits & Compensation International in April 2000. Health Care Cost in the Last
Year of Life was awarded Honorable Mention by the Actuarial Education and Research Foundation
in 1993. The Valuations of Retiree Medical Benefits was awarded the 1989 L. Ronald Hill
Memorial prize for the best paper on employee benefits. This seminal paper was part of the required

course reading for the Society of Actuaries examinations.

Work Experience

Mr. Reese has worked in both the pension and healthcare practice areas for large private sector
organizations as well as governmental employers. From 1990 to 1996 he was the lead actuary on
the team serving General Motors with respect to their postretirement medical and life insurance
benefits. This time period covered the adoption of FAS 106 (Employers’ Accounting for
Postretirement Benefits Other than Pensions). From 2006 to 2012 he served as the lead actuary
for the Commonwealth of Pennsylvania with respect to their Retired Employees’ Health Plan and
prepared the first valuation of their retiree medical benefits for purposes of reporting and disclosure
under GASB 45 (Accounting and Financial Reporting by Employers for Postemployment Benefits
Other Than Pensions). He also served as a signing actuary on the Commonwealth of Pennsylvania
State Employees’ Retirement System from 2007 to 2012. Since 2002, he has provided technical
advice to the United States Postal Service with respect to both their participation in the retirement
systems (CSRS and FERS) and the retiree health benefits plan (PSRHBF).

Expert Witness Testimony

Mr. Reese has extensive expert witness testimony on a range of actuarial matters including

employee healthcare, retiree healthcare and retirement income plans.
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Statewide School Health Benefits

Mr. Reese has extensive experience analyzing state-wide school employees’ health benefits,
including studies for the Commonwealth of Pennsylvania, State of Michigan, and State of

Washington.

Education, Qualifications, and Professional Service

Thomas O.S. Rand is Managing Director, Benefits for PRM Consulting Group. PRM Consulting
Group was formed in January, 2008 combining the operations of PRM Consulting, Kennedy &
Rand Consulting, Inc. and Jimmy Jones & Associates. Kennedy & Rand Consulting was founded
in November, 2005 by Peter Kennedy and Thomas Rand. Prior to the formation of Kennedy &
Rand Consulting, Mr. Rand served as an independent contractor working with Aon Consulting,
where he was the Head of Office for Aon Consulting’s Baltimore/Washington operations until his

retirement in September, 2000.

Mr. Rand has served as an expert witness appearing before arbitration panels on health benefit
issues on behalf of the United States Postal Service for more than twenty years, and he served as a
member of the arbitration panel headed by Rolf Valtin in 1994. His most recent service as an expert
witness on USPS’ behalf were appearances in 2011 and 2012 before arbitration panels in the
proceedings involving USPS and the National Rural Letter Carriers’ Association, the National
Association of Letter Carriers (the city letter carriers), and the National Postal Mail Handlers
Union. Mr. Rand also testified in June, 2003 on behalf of the United States Postal Service before
the President’s Commission on the United States Postal Service, addressing benefit issues for the

Commission.

When the United Mine Workers of America Combined Benefit Fund was established by the
Congress in late 1992, Mr. Rand was appointed as one of the first trustees of the Fund and served
continuously in that capacity until his retirement from that position in February, 2007. The Fund
assumed responsibility at the beginning of 1993 for administering health benefits for more than
100,000 retired UMWA miners and their dependents.
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Mr. Rand also provides labor relations support to the Washington Metropolitan Area Transit
Authority, including appearing on WMATA’s behalf before the arbitration panel in 2005 which
addressed health benefit issues for the transit system’s police officers. More recently he has
appeared before panels convened in 2009 in the arbitration with Local 689 of the Amalgamated
Transit Union and in 2010 in the arbitration with Local 2 of the Office and Professional Employees

International Union.

He also testified on behalf of Amtrak before the Zumas arbitration panel in 1990, and appeared as
an expert witness on behalf of Amtrak addressing health benefit issues before the Presidential
Emergency Board convened in December, 2007.

Mr. Rand is a graduate of Dartmouth College and the law school of American University, and is a
member of the District of Columbia Bar. Academic honors have included selection for an Alfred
P. Sloan Scholarship at Dartmouth and for a Yale Law School National Scholarship when he was
admitted to Yale Law School in 1964, and selection for the law review and election to the Law

School Honor Society at American University.

Education, Qualifications, and Professional Service

Mr. Sanford is a Principal with PRM Consulting. He began his actuarial career in 1977, with
previous positions including an Actuarial Analyst in the retirement area of The Life Insurance
Company of Virginia (now Genworth Financial) and an Actuary with William M. Mercer, Inc. in
Washington DC. In 1985, he joined the firm of Williams, Thacher and Rand (WTR) as the Senior
Actuary and Retirement Practice Leader in the Richmond, Virginia office. WTR was acquired by
Aon Consulting in 1999, and Mr. Sanford became a Vice President with Aon and continued in his

role as Retirement Practice Leader. Mr. Sanford affiliated with PRM Consulting in 2008.

During his career, Mr. Sanford has provided actuarial valuation and consulting services to a broad
range of public and private employers. These services have been provided with respect to the
client’s other post-employment benefit (OPEB) plans, defined benefit pension plans, defined
contribution retirement plans, and supplement nonqualified executive benefit plans.

Examples of Mr. Sanford’s specific experience include:
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= Extensive work with committees of the Virginia Education Association (VEA) in the

analysis of the design and funding of the Virginia Retirement System (VRS);

= Consultation to VEA members and task forces regarding the implementation, design
and funding of Early Retirement Incentive Plans (ERIPs) for local teachers as well as

locally-sponsored retirement plans that are supplemental to VRS;

= Ongoing consulting and actuarial services to the Virginia Port Authority as they
discontinued enroliment of new employees in VRS and established/managed their own

retirement program going forward;

= Actuarial services and consultation with public and private sector clients, including the
Commonwealth of Virginia, regarding the valuation and funding strategy for their
OPEB plans;

= Consulting and actuarial services to the Commonwealth of Virginia’s Secretary of
Finance regarding the actuarial basis used to value liabilities of the state’s retiree life

insurance program; and

= Written and oral communication of client retirement programs to covered employees,

boards and other governing committees/authorities.

Mr. Sanford currently serves as the General Chairperson of the Society of Actuaries Education and
Examination Committee. This committee has jurisdiction over the education of actuaries in both
the United States and Canada. In this role, he chairs a national committee that is responsible for
establishing the education requirements that student actuaries must meet in order to be credentialed.
This committee is constantly reviewing and updating the education requirements to ensure that
actuaries are proficient and knowledgeable about the latest methods and developments within the

industry.

Mr. Sanford is a Fellow of the Society of Actuaries, a member of the American Academy of
Actuaries and an Enrolled Actuary authorized to practice before the Internal Revenue Service. Mr.

Sanford is a graduate in mathematics of Duke University.
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Hilda Donovan is a compensation and benefits analyst at PRM Consulting Group. Hilda
is involved in various compensation and benefit consulting assignments for clients

representing diverse industry sectors.

Hilda has more than eight years’ experience in the compensation consulting field. Prior to
joining PRM Consulting Group, Hilda served as a compensation analyst for Aon
Consulting. Hilda’s experience is primarily in data and statistical analysis. She routinely
conducts labor market surveys, market pricing assignments, peer group analyses for

executive compensation studies and various research assignments.

David Revtai is an actuarial analyst with PRM Consulting Group. He is a 2012 graduate
from Pennsylvania State University with a Bachelors’ degree in Actuarial Science. David
has passed two of the Society of Actuaries examinations and has Validation by Educational

Experience in Economics and Corporate Finance.

David’s experience includes the review of healthcare plans submitted to the Centers for
Medicare and Medicaid Services for the 2014 Medicare Advantage and Medicare Part D

program.

David has developed an Excel model to determine the timing and cost of the Cadillac tax
under the Patient Protection and Affordable Care Act.

Dr. Kettner’s work focuses on facilitating the strategic decision-making of top management,
research and evaluation methodologies, program evaluation, policy analysis, and performance
measurement. He served as Project Director on several survey studies for EconSys. Among those
studies are: the Florida State Department of Health’s Employee Satisfaction survey, an

organizational culture survey for Family Dollar, and several organizational climate surveys. Dr.
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Kettner has served as either Project Director or Officer-in-Charge on several consulting projects,
including the Department of Veterans Affairs’ A Study of Compensation Payments for Service-
Connected Disabilities, Survivor Benefit study, Pension Benefit study, an evaluation of the
Allocation Resource Center, an evaluation of VHA’s model for projecting third party collection

potential, Nurse Locality Pay study, and VA capital investment methodology.

Dr. Kettner earned his doctorate degree in economics at UCLA, where he also obtained his
baccalaureate degree in economics. He has over 30 years of experience in management consulting

and research and has led his own consulting firm over the past twenty-three years.

Ali Sayer is Vice President of Operations at EconSys. Mr. Sayer has over 25 years of management
consulting experience in the fields of research and evaluation, cost and benefit analysis, budget and
performance integration studies, impact analyses, efficiency studies, econometrics, regression and
data analysis, operations research, survey design and methodology, labor economics, and statistical
analysis and reporting. His background includes project management as well as technical support
experience for both government and private sector clients. Mr. Sayer currently provides project
overview for the US Air Marshals employee satisfaction survey study. Mr. Sayer served as the
Project Director for the workforce satisfaction survey administered to all staff for the Federal Air
Marshals Service. He directs data research, collection, and survey studies at EconSys. He was the
Project Manager for a major evaluation study for VA evaluating the Home Loan Guaranty Program
as well as VA’s Dependency and Indemnity Compensation (DIC) program and four VA-
administered life insurance programs. Over 5,000 respondents were interviewed by the CATI
technique and the report included analyses of survey and other data on the study populations’ needs,

financial status, and satisfaction with the programs, program outcomes, goals, and measures.

He holds multiple master’s degrees in Operations Research, Applied Statistics, and Economics.

Mr. Denne has seven years extensive formal training in statistical analysis and policy analysis. His
training includes survey design and administration, regression, cost/benefit analysis, and decision
analysis. He is currently providing survey support and analysis to VA’s Office of Acquisition
Operations (OAQ) and the United States Marshals Service (USMS). He has participated in multiple
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survey engagements for EconSys. Two of the more recent engagements include an employee
satisfaction survey for the Florida State Department of Health where he lead the data collection of
over 12,000 surveys using an in-house online survey tool. The project included the creation of over
80 reports focused on different groups within the Florida Department of Health. He also served as
lead analyst for an employee satisfaction survey for the Federal Air Marshals Service (FAMS)
where EconSys helped design and administer the survey and supply FAMS with multiple reports
focusing on different groups and audiences within the agency. He has performed data analysis and
interviews for many projects involving the Department of Labor’s Office of Disability Employment

Policy.

Mr. Denne has a Master’s Degree in Public Policy and Management from Carnegie Mellon
University.

Steve Cotter is experienced in programming, survey design and administration, data collection,
software engineering, web-app design, natural language processing, statistical analysis,
experimental design, and machine learning. He massively simplified information access for the
analytic department of one of the largest banks in the country by developing a crawler and a search-
focused web application for documents. At EconSys, Mr. Cotter has helped to create online data
collection tools for use in survey administration and other data collection activities. He has created
reporting tools that can manipulate survey data and create reports quickly. He has also analyzed
massive datasets in support of evaluations for the U.S. Departments of Veterans Affairs among

other projects.
Steve holds a Master of Science degree in Public Policy and Management from Carnegie Mellon

University as well as a Master of Science degree in Computational Mathematics from Duquesne

University.
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