Is there money to help our
teachers and support personnel
through this insurance crisis?

A look at
*BPS Contingencies
*BPS Health Plan Contributions
*“Recurring” issues
* Personal Burdens of Proposals



Fund balances of the past decade®

Past ten years, and this year, listed in millions

99-00 | 00-01 | 01-02 | 02-03 | 03-04 | 04-05 | 05-06 | 06-07 | O7-08 | 08-09 | 09-10
30.9 34.4 32.6 23.9 23.9 29.2 39.6 42.0 37.7 49.7 43.2
Observations:

* Source: District Adopted Budget Reports

1) District fund balances are at second highest level of past

decade.
2) Teachers and support personnel are told there are no
funds for compensation and benefits.

3) What sorts of things make up the fund balance? And why
IS it higher than it was in 06-07, when we’re funded below
those levels?




BPS Contingencies: unreserved, yet inaccessible

BPS budgeted “Contingency account” of the past 10 years, and current year, 09-10

Total Unreserved® as a Percentage of Operating Budget
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*“Total Unreserved” is the sum of operating, special revenue, debt service & capital
unreserved fund balances.
Source: District Adopted Budget Reports 3



BPS Contingencies: unreserved, yet inaccessible

BPS budgeted “Contingency account” of the past 10 years, and current year, 09-10

Total Unreserved® as a Percentage of Operating Budget
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3 Observations:
*The budgeted contingency has been above 3% only two times in the past decade.

*The budgeted contingency has averaged 2.4% over the past decade.

*This year, the district has a 3.7% budgeted contingency. Why so high? 4



BPS Contingencies: unreserved, yet inaccessible

BPS budgeted “Contingency account” of the past 10 years, and current year, 09-10

Total Unreserved® as a Percentage of Operating Budget
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3 More Observations:
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*Returning the budgeted contingency to the decade 2.4% average would free up
$6.9 million. :
*An infusion of $6.9 million could be gradual and greatly helps this problem.



Why should the district consider an
Infusion into the insurance trust
fund?

Let 0s | ook at S



BPS Health Plan Contributions

Board Contributions in proportion to Beginning Teacher Salaries (BTS)

99-00 00-01 01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09

Board HMO
Contribution 250 334 468 515 515 515 545 524 524 524

Beginning
teacher salary| 26,420 | 27,250 | 28,250 | 30,000 | 30,375 | 30,500 | 32,100 | 35,000 | 36,000 | 36,000

Annual
contribution/

BTS 11.4% | 14.7% | 19.9% | 20.6% | 20.3% | 20.3% | 20.4% | 18.0% | 17.5% | 17.5%

The chart shows the Board Contribution toward the HMO over the past decade.
The Board contribution is compared annually to a beginning teacher’s salary.
The decade average is 18%. The decade high is 20.6%.

Returning the board contribution to the decade average (18% of BTS), would raise
the board contribution to $540 and generate approximately $1.34 million.

Returning the board contribution to the high point of the decade (20.6%) would raise
the board contribution to $618 and generate approximately $7.9 million. 7



BPS Health Plan Contributions

Board Contributions in proportion to Beginning Teacher Salaries (BTS)

99-00 00-01 01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09

Board HMO
Contribution 250 334 468 515 515 515 545 524 524 524

Beginning
teacher salary| 26,420 | 27,250 | 28,250 | 30,000 | 30,375 | 30,500 | 32,100 | 35,000 | 36,000 | 36,000

Annual
contribution/

BTS 11.4% | 14.7% | 19.9% | 20.6% | 20.3% | 20.3% | 20.4% | 18.0% | 17.5% | 17.5%

How much has the district saved by lowering the Board contribution from a high of
$545 down to $524°?

For approximately 7,000 employees over 3 years: Approximately $5.3 million!

Why was that contribution ever lowered with health insurance
costs projected to rise?



Recurring issues

What is the advantage of a self — funded plan?

Fully funded plans track a Medical Benefits Ratio, or MBR.

* Thisis the % of expenditures that go to claims.

* Private insurers like an MBR of 85% or less. This
ensures profitability.

 For self-funded plans, administrative fees tend to
run 4%-8%.

 So what percent of our health trust fund
expenditures go to claims?



Recurring issues

So what’s BPS’s traditional percent of expenditures on claims?

Calendar year

Statements 00 01 02 03 04 05 06 07 08 09
Trust

expenditures™ 28 34.8 385 349 393 47.8 51.2] 54.7 65 45.4
Medical Claims* 19.9 27.3 27.8 244 26.3] 32.6 349 37.1 46.3 32.2
Pharmacy Claims* 54 5.7 6.2 7.4 7.3 8.6 9.8 10.8§ 12.2 8.9
Total Claims* 25.3 33 34 31.8 33.6 41.20 44.7) 47.9 58.5 41.1
% Claims 90.4% 94.8% 88.3%| 91.1% 85.5%| 86.2% 87.3%| 87.6% 90.0% 90.5%

What this tells us:

So far this year, 9.5 cents from each dollar of expenses was NOT a medical claim.
Last year, a full dime of every dollar that did not pay claims.
What other years seem low, almost negating the advantages of a self-funded trust?

* In millions
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Recurring issues

So where is the extra money going?

Calendar year

Statements 00 01 02 03 04 05 06 07 08 09
Trust

Expenditures* 28 34.8 385 349 39.3 47.8 51.20 54.7 65 45.4
Medical Claims* 19.9 27.3 27.8 244 26.3] 32.6 349 37.1 46.3 32.2
Pharmacy Claims* 54 5.7 6.2 7.4 7.3 8.6 9.8 10.8§ 12.2 8.9
Total Claims* 25.3 33 34 31.8 33.6| 41.2| 447, 47.9 58.5 41.1
% Claims 90.4% 94.8% 88.3% 91.1% 85.5% 86.2% 87.3% 87.6% 90.0% 90.5%
Salaries + benies 0.102 0.206 0.215 0.265 0.338 0.483 1.091 1.44 0.8

[ SGQa y2G3A0S 0KS RSOFRS f2y3 akKATi

$625,000 in salary is budgeted from our trust fund for 09-10. (before benefits)
What other costs are coming out of our trust fund?

Could the district shift costs to employees if we were fully funded?

* In millions

11



Recurring issues

Why is the decade claim to expense ratio only 89.2%

What else comes out of our trust fund?
*Administrative fees to the Third Party Administrators (TPA’s) tend to run about
$4-S5 million a year.
*In 2007, that was 8% of the expenditures. (The MBR was 87.6%)
*In 2008, that was 7% of the expenditures. (The MBR was 90%)
*In the last 4 years, salaries have averaged 1% of trust fund expenditures.
*By the summer of 2009, the trust fund paid out $562,000 in district

personnel salary.



Recurring issues

\What if it had been better than 89.2%

*What if more of our money had gone to our medical care?

*The chart shows district savings over the past decade due to that

lower claim to expense ratio:
00 01 02 03 04 05 06 07 08 09

Total expenditures 00-

09* 28 [ 34.8 | 385 | 349 | 393 | 478 | 51.2 | 54.7 | 65 | 454

Total Claims* 253 | 33 34 | 31.8 | 33.6 | 41.2 | 44.7 | 47.9 | 58.5 | 41.1

% on claims 90.4%|94.8%|88.3%|91.1% | 85.5% | 86.2% |87.3% | 87.6% | 90.0% | 90.5% Total:

Savings vs. 91%* 0.18| 0 [1.035| O |2.163|2.298|1.892|1.877| 0.65 | 0.214 10.3*

Savings vs. 92%* 046 | O 1.42 | 0.308 | 2.556 | 2.776 | 2.404 | 2.424 | 1.3 | 0.668 14.3*

So, why have teachers and support personnel lost over a dime of each

dollar from their trust fund to expenses unrelated to medical claPn

i 13
* In millions



Recurring issues

00 01 02 03 04 05 06 07 08 09

Total expenditures

00-09* 28 [34.8 | 385 | 349 | 393 | 47.8 | 51.2 | 54.7 | 65 | 45.4

Total Claims* 25.3 | 33 34 | 31.8 | 33.6 | 41.2 | 44.7 | 479 | 58.5 | 41.1

% on claims 90.4%|94.8%|88.3%|91.1% | 85.5%|86.2% | 87.3% | 87.6%|90.0% | 90.5% | Total:

Savings vs. 91%* 0.18| 0 |1.035| O |2.163|2.298|1.892|1.877| 0.65 |0.214| 10.3*

Savings vs. 92%* 046 | O 1.42 | 0.308 | 2.556 | 2.776 | 2.404 | 2.424| 1.3 |0.668 | 14.3*

If our claims to expense ratio had been 91% for the past decade,
we’d be sitting on an extra $10.3 million.

92%? That would have been $14.3 million.

(If the numbers in green would have been higher, the expenses
would have been lower — resulting in a savings.)

i 14
* In millions



Recurring issues

3 Observations of the advantages of a self-insured trust fund:

1) The Trust Fund Balance, made up of employee money, can be
used by the district to build its unreserved balance.

2) The Trust Fund Balance has been used to fund other district
expenditures unrelated to medical claims.

3) Teachers and support personnel are now being asked to

rebuild the trust fund, whereas there could and should be
money remaining.

* $6.9 million could be taken from contingency without
bringing us below the decade’s average.

* $10 - $14 million would be remaining had the trust fund
maintained a higher cost to expense ratio.

And now, | etodos discuss a decade
district, and non-negotiated transfers to the general fund.

15



What teachers and support
personnel have given for this fund.

Let 0s | ook at S



Recurring issues, part Il

A decade of savings, paid for by employees

Year District Action Cost to employees District Savings
2000 + 1.3 million (1.3 X10yrs) -1.3 $11.7 million
2001 + 5 million (5X9yrs)-5 $40 million
2002 + 8 million (8 X8yrs)-8 $56 million
Total 14.3 million $107.7 million

How does a district infusion to the trust fund lead to a district savings?

A one time infusion represents a non-recurring cost.

By not putting dollars into the salary schedule, the district avoids a recurring cost,
as it has this past decade.

Consider that teachers and support personnel are behind where they could be on
the salary scale because of the district’s infusion. .



Recurring issues, part Il

A decade of savings, paid for by teachers and support personnel

Year District Action Cost to employees District Savings
2000 + 1.3 million (1.3 X10yrs) -1.3 $11.7 million
2001 + 5 million (5X9yrs)-5 $40 million
2002 + 8 million (8 X8yrs)-8 $56 million
Total 14.3 million $107.7 million

Does this make a district infusion wrong?

No, not at all. But it is important to recognize that teachers and support personnel
pay for infusions in the long term.

So, what happened in 2007 and 20087

18



Recurring issues, part Il

A decade of savings, paid for by teachers and support personnel

Year District Action Cost to employees District Savings
2000 + 1.3 million (1.3 X10yrs) -1.3 $11.7 million
2001 + 5 million (5X9yrs)-5 $40 million
2002 + 8 million (8 X8yrs)-8 $56 million
Total 14.3 million $107.7 million
2007 - 6 million $6 million from claims pool | one time $6 million
2008 -3.6 million °3.6 mllllopr:)i(‘)rlom claims one time $3.6 million

How much could that $9.6 million help us today?

Have any other transfers out of the fund occurred?

19



Recurring issues, part Il

BPS Cumulative Savings
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Infusions to the trust fund are cost savers for the district.

The chart shows cumulative savings created by the $14.3 million infusion.
Cumulative savings continued to grow after 07-08, but slower, after money
was transferred out, if put into recurring cost programs.

An infusion NOW into the trust fund, as a non-recurring expense, will
recognize the teachers and support staff who have made us First in Florid%



Recurring issues, part Il

BPS Cumulative Savings
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Infusions to the trust fund are cost savers for the district.

*Consider the 02-03 contract that was imposed by the district. In that
year of tight funding, the district chose to infuse $8 into the trust fund
rather than put it into salary.

*Non-recurring commitments save the district on a recurring basis.
*Our teachers and support personnel have more than paid back the

last infusions.
21



Personal burdens of current
proposals.

Let 0s | ook at S
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Raise premiums by $30 a month.
(2.9 million)

That’s $360 a year, or 1% of a beginning
teacher’s salary. For a support personnel, it
could be more than 2% of annual salary.

For single people on the HMO/EPO, that more
than doubles the employee contribution.

In the past 12 months, ending in August 09, the
Consumer Price Index (CPI) for food is up 0.4%.

Shelter (housing) is up 0.9%
How far can we stretch this without a pay raise?

23



Medical option 1

Raising HMO/EPO co-pays
(3.6 million)

Those hardest hit by this one will be our most
vulnerable: our “veteran employees” and children.

An additional $125 to go to the emergency room will
create dangerous situations.

ncreased costs for medications and doctor visits will
ead to tough decisions.

ncreased costs for hospital admissions (+S600) and
outpatient surgeries (+$125) will lead to
postponements of services.

24



Medical option 1

Raising PPO co-pays
(3.6 million)

In network family deductibles increase $400 per year.

Co-insurance drops 5%, so doctor visits get more
expensive.

Family out of pocket maximum expenses can
increase by $1,000 per year.

With premiums going up $360 per year, that’s $1360.

What is $1360? That’s 3.5% of a 10" year teacher’s
salary.

25



Elimination of Joint Tier (< .4 million)
Elimination of Section 125 credits (> .7 million)

Increase Monthly Yearly
Section 125 Credit $33.33 S400.00
Premium $60.00 $720.00
Family HMO $139.68 $1,676.16
Family PPO $112.86 $1,354.32
Total Family HMO $233.01 $2,796.16
Total Family PPO $206.19 S2,474.28

Joint tier pertains to families with both parents working for the district.

The numbers in red are yearly totals per family, but do not take into
account the increased co-pays previously covered. 26



Elimination of Joint Tier (< .4 million)
Elimination of Section 125 credits (> .7 million)

Increase Monthly Yearly
Section 125 Credit $33.33 S400.00
Premium $60.00 $720.00
Family HMO $139.68 $1,676.16
Family PPO $112.86 $1,354.32
Total Family HMO $233.01 $2,796.16
Total Family PPO $206.19 S2,474.28

What could this do to families?
Consider that the average mortgage in Brevard is $1,466* per month.

T h a L.9msortgage payments per year! Before figuring co-pays.

Source: city-data.com, 2007

27



Elimination of Opt Out

(1.2 million)
The district has budgeted $1,089,204f or t hi s-10y @paQuid*s

In 2007 (calendar year) , the district spent $528,813 on Opt Out.**
Why has this program doubled in membership in a year?

If our trust fund is hemorrhaging money, why add more people to it, if
they can get insurance elsewhere?

If most of our Opt Outs are military veterans and spouses, why not let
them get insurance where they can?

Which leads us to a contradiction. . . ..

* source: 2009-2010 BPS adopted tentative budget
**source: BPS Combined statement of Revenues, Expenditures, December 2007

28
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Elimination of Opt Out
(1.2 million)

The district has budgeted $1,089,204f or t hi s-10y @paQub*s ( 09
In 2007 (calendar year) , the district spent $528,813 on Opt Out.**
Why has this program doubled in membership in a year?

If our trust fund is hemorrhaging money, why add more people to it, if they can get
insurance elsewhere?

If most of our Opt Outs are military veterans and spouses, why not let them get insurance
where they can?

Which leads us to a contradiction. . . ..

If bringing in spouses will help the situation, why
do we suggest a surcharge to send them away??

* source: 2009-2010 BPS adopted tentative budget

**source: BPS Combined statement of Revenues, Expenditures, December 2007 .



Elimination of Board Paid Vision
(.3 million)

Consider that teachers, and those who work with children, strain their eyes
harder than almost any other profession.

Other industries may be dropping this coverage.

But other industries don’t decipher dozens, if not hundreds, of student
papers per week, with all types of light or dark handwriting.

Does this really solve our problem? Or is this a benefit we could keep?

30



In summary, we believe. . .

Both unions stand by their position that the
Board can and should fund the $12 million
deficit in the Health Care Trust Fund for the

2009-2010 school year.

The Brevard Federation of Teachers
IUPAT, 1010

31



