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Executive Summary

The Ohio Police & Fire Pension Fund (OP&F) Board of Trustees has been committed to providing a subsidized health care
plan for members as part of its benefits for retirees. The Board, along with OP&F staff, strives to offer secure health care
benefits; including medical, prescription drug, dental and vision coverage. While health care costs have continued to rise,
OP&F has managed costs by choosing a single national plan administrator, UnitedHealthcare (UHC), to take advantage of
the economies of scale, and the focus and leverage offered by one plan to positively influence claim costs, drug ingredient
costs, and administrative fees. The structure of this plan includes a self-insured medical plan for the under 65 population,
a Medicare supplement plan for Medicare eligible retirees, and a self-insured pharmacy plan. Funding for the plan comes
through a portion of the employer contributions earmarked for health care — currently 0.5 percent. Investment returns and
contributions from those enrolled in the plan are the only other sources that make up the Health Care Stabilization Fund
(HCSF). In 2016, member contributions to the fund were $73.1 million, while the employer share totaled $10.7 million.
However, OP&F’s health care expenses were $223.5 million. With the HCSF solvency period quickly eroding, the Board
of Trustees hired Gabriel Roeder Smith & Company (GRS) to help OP&F identify opportunities, quantify outcomes, and
provide solutions for the 2017 health care plan year and beyond.

* Increased prescription drug co-pay amounts
e [ssued 2016 UnitedHealthcare medical and prescription ID cards
e Enhanced 2016 dental and vision plans

- Coverage for dental implants under the dental program
- Offered progressive lenses under the vision program
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Introduction
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OP&F sponsors a health care benefits plan including coverage for medical, prescription drug, dental and vision for its
eligible members and dependents. In 2016, a total of 26,805 retirees, survivors and their dependents were enrolled in the
medical benefits sponsored by OP&F. The prescription drug plan sponsored by OP&F had 24,249 covered lives enrolled

in 2016.

When OP&F began sponsoring health care benefits in 1974, health care expenditures were approximately $3 million. Forty-
two years later, in 2016, OP&F’s gross health care expenses totaled over $223.5 million. The cost per covered life in 2016 was
$8,443 per participant in the under 65 medical group, $3,694 per participant in the pharmacy plan, and $1,961 for the AARP
group. The following sections will chronicle the OP&F health care plan from a historical perspective, describe how OP&F
anticipates addressing funding of these benefits into the future and detail the current health care funding structure.

Health Care History:

2011

e Implemented Diabetes Health Plan

e Increased dependent coverage to age 28

e Eliminated lifetime maximums

e Medicare Improvement for Patients and Providers
Act (MIPPA)

2012
e Added cochlear implant benefit

2013

e Implemented retiree wellness program

e Terminated Diabetes Health Plan effective Dec. 31,2013

e Vision premiums remain the same as previous year

e Transitioned pharmacy benefit manager to OptumRx
June 1,2013

e Offered Get Screened wellness raffle

2014

Offered new wellness program and physical

activity challenge

Implemented new clinical pharmacy programs
Covered polycarbonate lenses at 100% when using in-
network providers

Made new hearing aid discount program available

to UHC medical and vision plan members through
Healthlnnovations

2015

Increased percentage of poverty level established by
the Department of Health and Human Services from
200 percent to 225 percent.

2016

Increased prescription drug co-pay amounts

Issued 2016 UHC medical and prescription ID cards
Enhanced coverage for dental implants under the UHC
dental program

Offered progressive lenses under the UHC vision program
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OP&F’s Board of Trustees continues to confront the chal-
lenges of funding the rising cost of health care benefits
without jeopardizing future pension, survivor, and disability
benefits. In addition to the fact that the costs for health care
services across the country keep rising, other factors affect-
ing OP&F benefit funding include continued increases in
Medicare premiums and deductibles and the extended life
span of retirees.

As part of the Health Care Funding Policy (See Appendix

F) adopted by the OP&F Board in December 1997, the
Board will utilize forecast studies prepared by the actuary
on at least a quinquennial basis (every five years) or other
studies commissioned by the Board on an ad hoc basis to
determine the affordable level of health care. The forecast
studies will be prepared following each quinquennial experi-
ence study to best assess current and expected OP&F
pension and health care liabilities.

As of Dec. 31, 2016, the OP&F HCSF balance was
$901,653,715. This represents a decrease in the balance
from 2015 of three percent or $28 million. This was a result
of interest generated on the balance of the HCSF along
with retiree contributions, rebates and recoveries, and em-
ployer contributions, expressed as a percentage of payroll
(.50 percent from Jan. 1, 2016 to Dec. 31, 2016). Non-
investment earnings generated $111,726,494 in revenue to
fund health care. Benefit recipients contributed 35 percent
toward OP&F’s overall health care costs.

The remaining 65 percent was paid from the HCSF. The spe-
cific breakdown of the HCSF over the last six years is shown
on the Schedule of Changes in Net Assets Available for Post
Employment Health Care Benefits (See Appendix B).

The medical plan for OP&F members not eligible for
Medicare, along with the retiree prescription drug plan, is
self-funded. OP&F pays the full cost of claims dollars for
this program plus an administrative fee to the third party ad-
ministrator. Members over the age of 65 are offered a fully
insured premium based Medicare Supplement program.
OP&F’s actuary sets rates for the self-funded medical and
prescription drug plans and reports annually on the solven-
cy of the Health Care Stabilization Fund, but performs a full
review of all assumptions and methods every five years.
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Health Care Eligibility

In 2016, OP&F continued to offer a health care plan to
retired members and their eligible dependents. Eligibil-

ity guidelines for all benefit recipients, including surviving
spouses, along with spouses and dependent children are
described below. Enroliment information is also included in
this section.

Benefit Recipients and Dependents

New benefit recipients and their dependents qualify for
OP&F’s medical, prescription drug, dental and vision bene-
fits on the effective date of the member’s retirement as long
as they meet OP&F’s eligibility and enroliment guidelines.

Surviving Spouses

Surviving spouses who receive a statutory survivor benefit
through OP&F are eligible for participation in the OP&F-
sponsored health care plan unless they are eligible for a
service or disability benefit through another Ohio Retirement
System (ORS) or they were legally separated from the mem-

ber on or after Jan. 1, 2004, but are subject to limited waivers.

Health care for the eligible survivors of retirees continues
without interruption upon a retiree’s death. Survivors of active
members become eligible for OP&F’s health care plan on the
effective date of their statutory survivor benefit.

Surviving spouses who remarry are still eligible for OP&F
health care as long as they are not eligible for health care
through another ORS; however, the new spouse cannot be
covered. Unless the deceased member is the child’s parent,
children born to the survivor after the member’s death are
also not eligible for coverage.

Surviving Child/Orphan

A child who is eligible and is receiving a statutory survi-
vor benefit from OP&F is eligible for the OP&F-sponsored
health care coverage. Children may be covered on their
own or under the surviving spouse as a dependent.

Dependents
With limited exceptions, benefit recipients must be enrolled in
an OP&F plan in order to enroll their dependents in that plan.

Beginning Jan. 1, 2004, the dependents eligible to participate
in the OP&F-sponsored health care program included the
retiree’s spouse, excluding a spouse who is eligible for health
care coverage through another ORS or from whom the ben-
efit recipient was legally separated on or after Jan. 1, 2004.
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Child

A dependent child is eligible to participate if he or she
meets the following criteria:

e The benefit recipient must be the child’s natural
parent or have legally adopted the child in order
for the child to be eligible for the OP&F-sponsored
health care coverage (the legal adoption provision
does not apply to children added to coverage prior
to Jan. 1, 2004, who have had continuous cover-
age);

e A stepchild who has not been legally adopted by
the member can be added if the member certifies,
in a form acceptable with UHC, that coverage is
not available through either natural parent and the
child meets all other eligibility guidelines;

* A dependent child who is 18-25 years of age who is
not eligible to enroll in an employer-sponsored health
plan (as described by law) is eligible to enroll in the
OP&F-sponsored health care coverage. A dependent
application must be completed and approved by UHC
and the following criteria are met;

e The child is the natural child, stepchild or adopted
child of the benefit recipient;

e The child is not employed by an employer offering
any health benefit plan under which the child is
eligible for coverage.

e |n addition, an unmarried dependent child who is
26 and up to 28 years of age is eligible to enroll
in the OP&F-sponsored health care coverage if a
Dependent Application is completed/approved by
UHC and only if all of the following are true:

- The child is the natural child, stepchild or ad-
opted child of the benefit recipient;

- The child is not employed by an employer of-
fering any health benefit plan under which the
child is eligible for coverage; and

- The child is not eligible for Medicare or Medic-
aid coverage.

This coverage will only be provided at the request of the
benefit recipient.

Other Ohio Retirement Systems

Individuals who are eligible for medical, prescription drug
or voluntary dental and vision coverage through one of the
other ORS may not be eligible under the OP&F health care
plan. These other systems include:

e Ohio Public Employees Retirement System;
e School Employees Retirement System;
» State Highway Patrol Retirement System; and

e State Teachers Retirement System

There is no coordination of benefits between OP&F and the
other ORS. The specific impact to members, survivors and
dependent spouses is indicated on the following page.
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OP&F Retirees:

Benefit recipients who receive a service or disability benefit
from OP&F and one from another ORS can participate in
the OP&F-sponsored health care plan if they have more
service credit with OP&F.

If they have the same amount of service credit with OP&F
and the other system, they can choose to participate in
OP&F’s health care plan. Retirees cannot receive health
care benefits from more than one retirement system.

Surviving Spouses:

If survivors receive a statutory survivor benefit from OP&F
and are receiving a service or disability benefit from another
retirement system, they cannot participate in the OP&F
health care plan. If they are receiving only statutory survi-
vor benefits from more than one system, they can enroll in
the OP&F plan if their OP&F commencement of benefits is
prior to the other ORS.

Surviving Children:

Surviving children will always have primary medical cover-
age under the surviving spouse; however, children cannot
receive health care benefits from more than one retirement
system. A child who is receiving a statutory survivor benefit
from OP&F can participate in OP&F coverage.

Dependent Spouses:

Dependent spouses who are active members of another
ORS can participate in the OP&F health care plan until
they retire and become eligible for health care through that
retirement system.

Dependent Children:

If a child has one parent who is eligible for coverage
through OP&F and another parent who is eligible for cover-
age through another system, the parent may select OP&F
or the other system for the child’s health care; however,
children cannot receive health care benefits from more than
one retirement system.

6 | OHIO POLICE & FIRE PENSION FUND

The irrevocable waiver program through the ORS was dis-
continued on Dec. 31, 2007. Members or dependents who
had executed an irrevocable waiver on or before Dec. 31,
2007, were grandfathered into the program on the date in
which the system discontinued the waiver program.

As of Dec. 31, 2016, there were 27,305 OP&F benefit recipi-
ents whom were eligible for health care coverage. Benefit
recipients include retirees, orphans and survivors. Of those,
approximately 70 percent participated in the OP&F medical
program and 65 percent participated in the OP&F prescrip-
tion drug program. As of December 2016, the breakdown of
enrollees and dependents (spouses and dependent children)
enrolled in OP&F-sponsored health care plan was as follows:

Number Enrolled in Health Care Program

Benefit recipients, medical 18,821
Benefit recipients, Rx 17,548
Dependents, medical 7,980
Dependents, Rx 6,701

Compared to enroliment figures from Dec. 31, 2015, the
OP&F-sponsored health care program had an increase in
enrolled participants. The total covered lives enrolled for
2016 was 27,360 or 137 more than the 2015 figures.

In 2016, re-employed retirees and dependents that had a
health care plan available to them from an employer were
eligible for the OP&F-sponsored plan. However, they did not
receive an OP&F subsidy. In addition, changes in 2004 had
made the cost of the OP&F-sponsored plan more closely
associated with other retirement systems’ plans. As a result,
eligible members with spouses who are eligible for health
care coverage through another employer may choose not to
enroll in the OP&F plan. Active members are not eligible for
the OP&F-sponsored health care plan.

To keep OP&F files accurate, all benefit recipients whether
enrolled or not enrolled in the health care plan sponsored
by OP&F receives an Annual Change Period Form in the
fall of each year. This form requests updates to current
information, including address, covered dependents and
other insurance information, Medicare Part B reimburse-
ment information and gives the enrolled benefit recipients
the opportunity to change dental and vision coverage for
the upcoming year.



Health Care Coverage Options

In 2016, OP&F sponsored health care benefits included cover-
age for medical, prescription drug, and voluntary dental and
vision coverage. Each of these optional health care benefits is
described below.

The 2016 health care plan offered one plan design through
one carrier, UHC, for all non-Medicare eligible benefit recipi-
ents and dependents, early Medicare recipients, Medicare
A only recipients, Medicare B only recipients, or OP&F
retirees residing outside of the U.S.

OP&F benefit recipients and dependents age 65 and over
that are Medicare eligible and enrolled in both Medicare Parts
A and B are eligible to enroll in AARP Medicare Supplement
Plans B, F, or L offered through AARP Health Care Options.
OP&F’s subsidy is based on the Ohio Plan L premium.

The Medicare Improvements for Patients and Providers

Act (MIPPA) required Medicare Supplement plans to be
“modernized” as of June 1, 2010 and offer new plans. OP&F
encouraged Medicare Supplement participants enrolled
prior to June 1, 2010 to contact UHC’s AARP division and
determine if they were eligible for a lower rate by switching
to one of the new modernized plans.

Anyone who was not Medicare-eligible, resided in a net-
work area and enrolled should have utilized participating
network providers to receive maximum benefits. A plan par-
ticipant simply chooses a doctor or hospital from the admin-
istrator’s provider listing at the time services are needed.

There are definite advantages for members who utilize net-
work providers. Special, reduced fees had been negotiated
with all network providers, and benefit recipients and their
enrolled dependents would not be responsible for paying
the difference between the provider’s normal charge and
specially negotiated fees. In addition, when using network
providers, there were no claim forms to file and deductibles
and the maximum yearly out-of-pocket cost was lower.

Benefit recipients and their enrolled dependents that chose
to utilize a provider outside of the network, even though
network providers were available, incurred higher out-of-
pocket costs. Because special fees had not been negoti-
ated with non-network providers, benefit recipients and
their enrolled dependents were responsible for paying any
amount between the provider’s fee and the usual, custom-
ary and reasonable (UCR) allowance determined by UHC.

The UHC plan does not have networks in all areas of the
country. Benefit recipients and their enrolled dependents
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who resided in one of these out-of-network areas could still
choose UHC as their claims administrator. These benefit
recipients and their enrolled dependents could then use any
provider or hospital and still receive most benefits at the
network benefit level. However, when utilizing out-of-area
providers, these benefit recipients may need to file their
own claim forms and notify UHC themselves for procedures
that needed to be pre-certified. The benefit recipient would
pre-certify procedures with UHC and pay any difference
between the provider’s fee and the UCR allowance deter-
mined by UHC (See Appendix H for a chart describing the
various benefit levels).

In 2016, OP&F offered one prescription drug plan through
OptumRx Pharmacy, as a separate coverage, with separate
contribution amounts.

(See Appendix G for a chart describing the various contri-
butions and co-pays).

OptumRx Pharmacy was used for the distribution of the
mail order prescriptions beginning June 1, 2013. For the
greatest savings, benefit recipients and their enrolled
dependents could order medications through the mail. The
mail service program was ideal for medications taken on a
regular or long-term basis. With the mail service program,
there were no deductibles and no claim forms to file. Plan
participants simply mailed their prescription and co-pay-
ment directly to the mail pharmacy, which then promptly
processed and mailed the filled prescription. Refills could
also be ordered over the phone or via the Internet.

The OptumRx Pharmacy program is designed for medica-
tions that would be taken on a short-term or immediate need
basis and features a network of quality pharmacies through-
out the country. With this program, participants could utilize
any pharmacy, although members would save more when
visiting a network pharmacy. When using a network phar-
macy, there were no deductibles or claim forms to file.

For the 2016 plan year, OP&F continued to sponsor vol-
untary dental coverage through UHC. The voluntary vision
coverage was offered through UHC Vision, underwritten by
UnitedHealthcare Insurance Company.

Routine vision and dental services are not covered under
OP&F’s medical plans. Therefore, OP&F does not subsidize
the cost of these plans. To supplement medical coverage,
benefit recipients have the option of enrolling in a separate

OHIO POLICE & FIRE PENSION FUND | 7



OP&F HEALTH CARE REPORT ¢ 2016

vision and dental plan. Benefit recipients and their eligible
dependents may enroll in either one or both types of cover-
age. These plans are offered in addition to the medical and
prescription drug programs and have separate contribution
amounts. Benefit recipients may also enroll in these plans
if they do not elect to enroll in an OP&F-sponsored health
care plan.

Eligible dependents may only enroll in the plan(s) in which
the benefit recipient is enrolled (Please see Appendix | for
a breakdown of dental coverage and contributions, and Ap-
pendix J for vision coverage and contributions).

Enroliment in supplemental vision and dental plans is per-
mitted with a qualifying event and once every year during
the Annual Change Period. Once enrolled, benefit recipi-
ents and their eligible dependents must remain enrolled for
the remainder of the calendar year, unless there is a valid
change in family status.

UnitedHealthcare vision coverage helps pay the costs of an
annual eye exam, eyeglasses, contact lenses and frames.
All eligible benefit recipients and their dependents may
enroll in this plan regardless of their area of residence.

Under the vision plan, benefit recipients and their enrolled
dependents may visit any UHC vision provider. Benefit
recipients and their enrolled dependents have minimal
co-payments for the exam, lenses and frames at the time
of service. In 2016, OP&F had 10,035 benefit recipients
enrolled in the vision plan.

The UHC dental plan provides coverage for preventive,
diagnostic and basic restorative care. All benefit recipients
and their eligible dependents may enroll in the dental plan,
regardless of their area of residence.

Under the UHC dental plan, benefit recipients and their
enrolled dependents may choose any dentist in the country.
The maximum benefit level is achieved by utilizing UHC’s
network of participating dentists, as these dentists have
agreed to a discounted fee schedule. When utilizing a
dentist who does not participate in UHC’s network, benefit
recipients and their enrolled dependents will be responsible
for paying directly to the dentist any amount above the
usual and customary rates prevailing in the geographic area
in which the expense is incurred.

In 2016, OP&F had 11,612 benefit recipients enrolled
in UHC dental coverage. The UHC dental plan offers a
consumer-driven feature, Consumer Max Multiplier, which
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allows members to carry forward a portion of their unused
annual dental maximum into an account for future use
based on specific plan guidelines.

Benefits under the vision and dental plans are coordinated
with those of another dental and vision plans in which a
benefit recipient or eligible dependent is enrolled.

In the fall of every year, plan participants will receive the
Member’s Guide to Health Care Coverage and personalized
Annual Change Period form that provides more details about
the upcoming OP&F-sponsored health care coverage, de-
scribes the Annual Change Period process, and announces
any changes to the plan or contribution rates. The form can
be used to verify or waive current enroliment, ensures that
any pre-printed information contained on the form is ac-
curate, as well as to waive or enroll in the voluntary dental
and vision coverage. This major project involves creating a
customized form for health care participants and a booklet
specifically outlining the available health care plans.



OP&F and Medicare

Individuals must have earned a pre-determined quantity of
eligible quarters of employment to become eligible for en-
rollment in Medicare Part A, which is hospital insurance. If
an individual is not eligible for the AARP Medicare Supple-
ment insurance and chooses to enroll in the OP&F-spon-
sored health care coverage, UHC will pay a percentage

of covered hospital expenses not paid by Medicare Part A
after the individual's deductible is met.

Members are eligible to enroll in Medicare Part B once they
turn 65 years of age (or have a qualifying illness or dis-
ability prior to age 65.) OP&F requires members to enroll

in Medicare Part B as soon as they are eligible. If members
do not sign up, refuse or stop Medicare Part B enroliment,
UHC will estimate what Medicare Part B would pay and de-
duct that amount from the charges before making payment.
The member is then responsible for the remaining charges
that Medicare Part B would have paid.

Upon eligibility for Medicare Part B, benefit recipients are
eligible for reimbursement of the Medicare Part B premium
through OP&F (as required by ORC Section 742.45 (B),
See Appendix A), if they are not receiving reimbursement
from another source.

Reimbursement is made in the monthly benefit payment at
the rate established by the Board of Trustees (not less than
$96.40). Dependent spouses are not reimbursed for the
Medicare Part B premium until such time as they become a
benefit recipient. In 2016, OP&F paid more than $18.5 mil-
lion in Medicare B reimbursements. When becoming eligible
for Medicare Part B, benefit recipients must send UHC a
copy of their Medicare card (or a letter from Medicare) and
a properly completed Medicare Part B Reimbursement
Statement in a UHC-approved format. UHC typically sends
the Medicare Part B Reimbursement Statement to benefit
recipients three months prior to their 65th birthday. Upon
notification of a retiree’s death, the surviving spouse will re-
ceive instructions regarding applying for the Medicare Part
B reimbursement. Reimbursement will begin when OP&F
receives the information indicated above. The Board of
Trustees has determined that OP&F will not make retroac-
tive reimbursements.
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CMS began offering a new prescription drug plan (Medicare
Part D) to Medicare eligible retirees effective Jan. 1, 2006.
The OP&F Board of Trustees reviewed the prescription
drug options under Medicare Part D and decided to file for
the 28 percent subsidy offered to plan sponsors such as
OP&F. The 28 percent subsidy is only allowed for prescrip-
tion drug expenses incurred by retirees who chose to stay
with the OP&F-sponsored prescription drug plan. If a retiree
is eligible for Medicare Part D, they must decide to enroll in
either Medicare Part D or stay with the OP&F-sponsored
prescription drug plan. The retiree cannot be enrolled in
both. Among the qualifications for subsidy is that a qualified
actuary submits attestation to CMS that the OP&F plan’s
actuarial value is at least equal to the actuarial value of the
defined standard prescription drug plan under Medicare
Part D. The actuary, a member of the American Academy
of Actuaries, certified that OP&F was actuarially equivalent.
A Notice of Creditable Coverage is provided to all OP&F
retirees annually within the Annual Change Period commu-
nications.

In 2016, OP&F received a little over $10.5 million in subsidy
dollars for deposit into the HCSF. However, CMS requires

a reconciliation of cost reporting for the subsidy within 15
months of the 2016 plan year. The final subsidy amount
may fluctuate slightly once the reconciliation is complete
due to year-end cost adjustments.
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APPENDIX A

Statutory Authority for Health Care Benefits

(A) The Board of Trustees of the Ohio police and fire pension fund may enter into an agreement with insurance companies,
health insuring corporations, or government agencies authorized to do business in the state for issuance of a policy or
contract of health, medical, hospital, or surgical benefits, or any combination thereof, for those individuals receiving service
or disability pensions or survivor benefits subscribing to the plan. Notwithstanding any other provision of this chapter, the
policy or contract may also include coverage for any eligible individual’s spouse and dependent children and for any of the
eligible individual’s sponsored dependents as the Board considers appropriate.

If all or any portion of the policy or contract premium is to be paid by any individual receiving a service, disability, or
survivor pension or benefit, the individual shall, by written authorization, instruct the Board to deduct from the individual’s
benefit the premium agreed to be paid by the individual to the company, corporation, or agency.

The Board may contract for coverage on the basis of part or all of the cost of the coverage to be paid from appropriate
funds of the Ohio police and fire pension fund. The cost paid from the funds of the Ohio police and fire pension fund shall
be included in the employer’s contribution rates provided by sections 742.33 and 742.34 of the Revised Code.

The Board may provide for self-insurance of risk or level of risk as set forth in the contract with the companies, corpora-
tions, or agencies, and may provide through the self-insurance method specific benefits as authorized by the rules of the
Board.

(B) Except as otherwise provided in this division, the Board shall, beginning the month following receipt of satisfactory evi-
dence of the payment for coverage, pay monthly to each recipient of service, disability, or survivor benefits under the Ohio
police and fire pension fund who is eligible for coverage under part B of the medicare program established under Title
XVIII of “The Social Security Amendments of 1965,” 79 Stat. 301, 42 U.S.C.A. 1395j, as amended, an amount specified by
the Board or determined pursuant to a formula established by the Board that is not less than ninety-six dollars and forty
cents, for such coverage, except that the Board shall not pay an amount that exceeds the amount paid by the recipient for
the coverage.

The Board shall pay not more than one monthly premium under this division to an eligible benefit recipient even if the
recipient is receiving more than one monthly benefit from the fund. The Board shall not pay a monthly premium under this
division to an eligible benefit recipient who is receiving reimbursement for the premium from any other source.

(C) The Board shall establish by rule requirements for the coordination of any coverage, payment, or benefit provided
under this section with any similar coverage, payment, or benefit made available to the same individual by the public em-
ployees retirement system, state teachers retirement system, school employees retirement system, or state highway patrol
retirement system.

(D) The Board shall make all other necessary rules pursuant to the purpose and intent of this section.
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APPENDIX B

Schedule of Changes in Net Assets Available for Post Employment
Health Care Benefits

2011-2016
2011 2012 2013 2014 2015 2016
Additions:
Employer Contributions $129,297,720  $130,285,935 $69,426,52 | $9,895,274 $10,211,723 $10,708,739
Benefit Rec. Contributions 62,528,377 65,066,253 66,564,696 69,965,747 71,187,555 73,161,967
Investment Income 18,994,817 126,894,129 158,418,556 80,862,561 6,673,634 84,898,902
Recoveries and Rebates 28,647,013 21,226,179 15,565,560 18,009,774 23,266,521 27,855,788
TOTAL ADDITIONS 239,467,927 343,472,496 309,975,333 178,733,356 111,339,433 196,625,396
Deductions:
Health Care Expenses 176,340,482 187,445,986 191,335,860 199,594,201 213,235,336 223,535,753
Administrative Expenses 715,756 562,689 710,855 732,022 682917 798,310
TOTAL DEDUCTIONS 177,056,238 188,008,675 192,046,715 200,326,223 213,918,253 224,334,063

NET INCREASE/(DECREASE) $62,411,689 $155,463,821 $117,928,618 ($21,592,867) ($102,578,820)  ($27,708,667)

Net assets held in trust for post employment health care benefits:

Balances
Beginning of Year $717,729,941  $780,141,630 $935,605,451 $1,053,534,069 $1,031,941,202 $929,362,382
END OFYEAR $780,141,630  $935,605,451 $1,053,534,069 $1,031,941,202 $929,362,382 $901,653,715
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APPENDIX C

Accounting, Asset Valuation and Funding Methods

1. Summary of Significant Accounting Policies
The following are the significant accounting policies followed by OP&F.

Basis of Accounting:
OP&F’s financial statements have been prepared using the accrual basis of accounting. Revenues are recognized when earned and
expenses are recorded when a liability is incurred.

Investments:

Investment purchases and sales are recorded on a trade date basis. Dividend income is recognized on the dividend date, while inter-
est and rental income is recognized when earned. Investments are reported at fair value. Securities traded on a national or interna-
tional exchange, are valued at the last reported sales price at current exchange rates. Mortgages are valued on the basis of future
principal payments discounted at prevailing interest rates for similar instruments. The fair value of real estate and timber are based
on independent appraisals and internal valuations. Investments that do not have an established market are reported at estimated fair
value. Private equity limited partnership interest is based on values established by each partnership’s valuation committees.

Net appreciation is determined by calculating the change in the fair value of investments between the end of the year and the
beginning of the year, less the cost of investments purchased, plus sales of investments at fair value. Investment expense consists
of administrative expenses directly related to OP&F’s investment operations and a proportional amount of all other administrative ex-
penses allocated based on the ratio of OP&F’s investment staff to total OP&F staff. OP&F has no individual investment that exceeds
five percent of net assets available for benefits.

Federal Income Tax Status:
OP&F was determined to be a trust under section 401(a) of the Internal Revenue Code that is exempt from federal income taxes
under section 501(a) of the Internal Revenue Code. OP&F’s DROP plan was also determined to be part of the 401(a) trust.

Property and Equipment:
Property and equipment are recorded at cost. Depreciation is computed using the straight-line method over the estimated useful lives
of the related assets. The range of estimated useful lives

is as follows:

Buildings and improvements .................. 40 years
Furniture and equipment..........c..ccccuvee. 3 to 10 years
Computer software and hardware ......... 210 10 years

Contributions and Benefits:
Employer and Member contributions are recognized when due or in the period the related member salaries are earned. Benefits and
refunds are recognized when due and payable in accordance with the terms of the plan.

2. Asset Valuation Method
The difference between actual market value and expected market value is recognized over five years (20 percent per year). The actu-
arial value is the market value adjusted by the total unrecognized gains or losses incurred during the five year period.

3. Funding Method

Health care benefits are funded on a pay-as-you-go basis. This fund is credited with a portion of employer contributions equal to 0.5
percent of active member payroll from Jan. 1, 2016 to Dec. 31, 2016; all benefit recipient health care contributions, as well as an equal
share of investment income to the balance of the HCSF. The HCSF is charged with all health care expenses and administrative costs. As
of Dec. 31, 2016, the balance in the HCSF was $901,653,715.
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Plan Net Assets Available for Post-Employment
Health Care Benefits

as of Dec. 31, 2016 (un-audited)

Assets: Cash and Short-term Investments

Receivables: Employers' Contributions
Accrued Investment Income
Investment Sales Proceeds
TOTAL RECEIVABLES

Investments, at fair value: = Bonds — Domestic
Bonds — International
Mortgage and Asset Backed Securities
Stocks — Domestic
Stocks — International
Real Estate
Commercial Mortgage Funds
Private Debt
Private Equity
Timber
Master Limited Partnerships
Derivatives — Domestic
Derivatives — International

TOTAL INVESTMENTS

Collateral on Loaned Securities
TOTAL ASSETS

Liabilities: Health Care Payable
Investment Commitments Payable
Obligations Under Securities Lending
TOTAL LIABILITIES

NET ASSETS HELD INTRUST FOR POST-EMPLOYMENT
HEALTH CARE BENEFITS:

$58,602,834

1,165,711
2,065,725
2,142912
5,374,348

181,698,593
29,558,239
27,299,579

197,830,546

173,333,444

100,449,670

2,374,213
18,959,465
58,027,117
19,120,813
58,832,683

-4,350
-48.469
867,431,543

49.637.729
981,046,454

21,470,736
8,284,274
49.637.729
79,392,739

$901,653,715

OHIO POLICE & FIRE PENSION FUND | 13



OP&F HEALTH CARE REPORT ¢ 2016

APPENDIX E

Statement of Changes in Plan Net Assets Available for

Post-Employment Health Care Benefits

(Year ending Dec. 31, 2016)

Additions: From Contributions:
Employers
Member Health Care Premiums
TOTAL CONTRIBUTIONS

From Investment Income:
Net Appreciation (Depreciation) of Fair Value of Investments
Bond Interest
Dividends
Alternative Investment Income
Master Limited Partnerships Income
Other Investment Income (Loss)
Less Investment Expenses
NET INVESTMENT INCOME/(LOSS)

From Securities Lending Activities:
Securities Lending Income
Securities Lending Expense:
NET INCOME FROM SECURITIES LENDING

Other Income
TOTAL ADDITIONS

Benefits:
Health Care

Deductions: Administrative Expenses
TOTAL DEDUCTIONS

NET INCREASE (DECREASE)

NET ASSETS HELD INTRUST FOR POST-EMPLOYMENT HEALTH CARE BENEFITS:
BALANCE, BEGINNING OFYEAR
BALANCE, END OFYEAR
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$10,708,739
73.161,967
$83,870,706

64,801,146
8,156,750
5,679,830
4,021,860
3,304,944
1,692,446

-2,943.008

$84,713,968

362,457
-177.523
$184,934

27.855.788
$196,625,396

223,535,753
798310
$224,334,063

$(27,708,667)

$929,362,382
$901,653,715
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APPENDIX F

Health Care Funding Policy

The OP&F Board of Trustees recognizes the limitations imposed by law on the cost of health care benefits. OP&F will man-
age the terms of the health care benefits program in a manner that, over the long-term, ensures the solvency of OP&F with
respect to providing pension and disability benefits.

To determine the affordable level of health care costs, the Board will utilize forecast studies prepared by the actuary on at
least a quinquennial basis (every five years) or other studies commissioned by the Board on an ad hoc basis. The forecast
studies will be prepared following each quinquennial experience study, so as to best reflect current expectations of OP&F
pension and health care liabilities.

The cost of health benefits is funded through benefit recipient paid contributions and through contributions that employers
pay on behalf of active members. OP&F understands that the employer’s contribution for all benefits, both pension and
health care has been set by statute as a percentage of payroll. The assumed level percentage of active member payroll
was determined in 1991, via a forecast study, to be the long-term affordable level to be devoted to health care based on
actuarial experience at that time. OP&F will adjust the percentage of active member payroll used for health care benefits at
least every five years to the maximum level consistent with OP&F’s primary obligation to pay pension benefits.

Based on the projected health care costs included as part of the forecast studies and after paying costs covered by the
current percentage of active member payroll and the amount of HCSF deemed prudent by the Board, the monthly contri-
butions for benefit recipients and dependents will be adjusted to pay all remaining health care costs. When adjusting contri-
butions paid by the benefit recipients, the Board will apportion the contributions among the benefit recipient and dependent
population after considering many factors.

If changes in benefit recipient monthly contributions and active member payroll contributions fail to offset rising health care
costs, the Board will consider changes to health care benefit levels.

OP&F will ensure that this funding policy is effectively communicated to OP&F’s membership and will work toward improv-
ing member understanding of the issues surrounding the funding of health care benefits.
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APPENDIX G

2016 Premiums and Contributions

If a member or their spouse is employed and eligible for medical or prescription drug coverage through their employer,
they can participate in the OP&F—-sponsored health care plan. However, OP&F will not subsidize the health care contribu-
tions. In addition, if a member’s spouse is eligible for medical or prescription drug coverage though his or her retirement
system, as long as it is not another ORS, he or she will be eligible for the OP&F-sponsored health care plan but will be
responsible for paying the full premium.

The chart below outlines the full premiums paid by the benefit recipient for both the UHC and AARP medical and prescrip-
tion drug coverage for 2016. Figures shown may vary slightly due to rounding.

Not eligible for Medicare Medicare eligible
Full premium Full premium
Full premium for for prescription  Full premium for forprescription
medical coverage drug coverage  medical coverage drug coverage
Benefit Recipients $877.05 $280.93 See AARP Plan $280.93
Spouse $580.61 $264.63 See AARP Plan $264.63
Child(ren) $303.46 $78.66 See AARP Plan $78.66
Non-AARP eligible
Full premium
Full premium for for prescription
medical coverage drug coverage
Benefit Recipients $284.24 $280.93
Spouse $239.60 $264.63
Children $239.60 $78.66

Contribution rates for the 2016 OP&F—sponsored medical and prescription drug plans were based on Medicare status and
when the member retired or began receiving OP&F benefits. If the member began receiving OP&F benefits on or before

July 24, 1986, OP&F will subsidize the health care premium 75 percent for the benefit recipient and 50 percent for the ben-
efit recipient’s eligible dependents. If the OP&F member began receiving benefits on or after July 25, 1986, OP&F will sub-
sidize 75 percent of the benefit recipient’s premium and 25 percent for the benefit recipient’s eligible dependents’ premium.
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The charts below and on the next page outline the monthly contribution amounts that benefit recipients are responsible for
and the subsidized portion OP&F pays for coverage of both the UHC and the AARP Medicare Supplement Plans for 2016.

Figures shown may vary slightly due to rounding.

Medlical contribution rates

Began receiving OP&F benefits on or before July 24, 1986:

Not eligible for Medicare Non-AARP Medicare Supplement Insurance Plan

Benefit recipi- OP&F’s Full premium Benefit recipi- OP&F’s Full premium

ent’s monthly monthly for health care ent’s monthly monthly for health care

contribution amount coverage contribution amount coverage
Benefit Recipients $219.26 $657.79 $877.05 $71.06 $213.18 $284.24
Spouse $290.30 $290.31 $580.61 $119.80 $119.80 $239.60
Child(ren) $151.73 $151.73 $303.46 $119.80 $119.80 $239.60

Began receiving OP&F benefits on or after July 25, 1986:

Not eligible for Medicare Non-AARP Medicare Supplement Insurance Plan

Benefit recipi- OP&F’s Full premium Benefit recipi- OP&F’s Full premium

ent’s monthly monthly for health care ent’s monthly monthly for health care

contribution amount coverage contribution amount coverage
Benefit Recipients $219.26 $657.79 $877.05 $71.06 $213.18 $284.24
Spouse $435.46 $145.15 $580.61 $179.70 $59.90 $239.60
Child(ren) $227.59 $75.87 $303.46 $179.70 $59.90 $239.60

AARP Medicare Supplement Plan — Benefit Recipients (Ohio residents) Plan L
The final contribution a member or dependent pays depends on Medicare Part B effective date and discounts available

Base Benefit Recipient Dependent Dependent
Rate (75% subsidy) (50% subsidy) (25% subsidy)
$136.25 OP&F pays: $102.19 OP&F pays: $68.13 OP&F pays: $34.06

Dependent pays: $102.19

Member pays: $34.06 Dependent pays: $68.13
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Began receiving OP&F benefits on or before July 24, 1986:

Not eligible for Medicare Medicare eligible
Benefit recipient’s OP&F’s Full premium Benefit recipient’s OP&F’s
monthly monthly for Rx monthly monthly
contribution amount coverage contribution amount
Benefit Recipients $70.23 $210.70 $280.93 $70.23 $210.70
Spouse $132.31 $132.32 $264.63 $132.31 $132.32
Child(ren) $39.33 $39.33 $78.66 $39.33 $39.33

Began receiving OP&F benefits on or after July 25, 1986:

Not eligible for Medicare Medicare eligible
Benefit recipi- OP&F’s Full premium Benefit recipi- OP&F’s Full premium
ent’s monthly monthly for Rx ent’s monthly monthly for Rx
contribution amount coverage contribution amount coverage
Benefit Recipients $70.23 $210.70 $280.93 $70.23 $210.70 $280.93
Spouse $198.47 $66.16 $264.63 $198.47 $66.16 $264.63
Child(ren) $59.00 $19.66 $78.66 $59.00 $19.66 $78.66
Prescription Drug co-pays:
Retail pharmacy co-pay Mail order pharmacy co-pay  Specialty pharmacy co-pay Full premium for
Up to a 30-day supply Up to a 90-day supply Up to a 90-day supply Rx coverage
Tier | $7 co-pay $14 co-pay $5 co-pay $280.93
Tier 2 $25 co-pay $50 co-pay $18 co-pay $264.63
Tier 3 $35 co-pay $70 co-pay $25 co-pay $78.66

OP&F’s Contribution Discount Program offers a reduction in the contribution level for benefit recipients with total annual
household income under an amount established annually by the Board of Trustees, which in 2016 was 30 percent in each
medical and prescription coverage category for those retirees whose income falls below 225 percent of the poverty level
established by the U.S. Department of Health and Human Services.

Annually, benefit recipients must apply for the contribution discount. Benefit recipients who enroll in health care and pre-
scription drug benefits sponsored by OP&F throughout the year may apply for the discount when they are first eligible for
coverage. However, to qualify UHC must receive a completed Application for Health Care Contribution Discount and a
copy of the benefit recipient’s signed Federal Income Tax return for the most recent filing period. If they do not file a Fed-
eral Income Tax return, UHC can supply the member with the required affidavit. In 2016, 503 benefit recipients received the
contribution discount.
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Comparing network, non-network and out-of-area benefits

Benefit recipients and dependents enrolled in UHC during 2016 may have experienced a difference in coverage between
network, non—network and out-of-area providers as outlined in the chart below.

Network Non-Network Out-of-Area***
v v v

Annual Deductible

Individual / family $500/ $1,000 $1,000 / $2,000 $500/ $1,000
Co-Insurance limit $1,500 / $3,000 $5,000 / $10,000 $1,500 / $3,000
Co-Insurance 80% 50% 80%
Physician Services

Office visit $30/ 100% 50% 80%
Emergency Care

Emergency department $100 / 80% $100 / 80%* 80%
Non-emergency services

rendered in emergency room $100/ 50% $100 / 50%* 50%
Urgent care $50 / 80% 50% 80%
Hospital In-Patient Services

Prior admission testing 80% 50% 80%
Scheduled in-patient admit $250/ 80% $250 / 50% ** $250/ 80%
Emergency in-patient admit * $250/ 80% $250/ 80% $250/ 80%
Ambulatory Services

Diagnostic lab / x-ray 80% 50% 80%
Ambulatory surgery center $150/ 80% 50% $150/ 80%
Mental Health and Substance Abuse

Scheduled in-patient admit $250/ 80% $250 / 50% ** $250/ 80%
Emergency in-patient admit * $250 / 80% $250 / 80% $250 / 80%
Out-patient mental / drug /alcohol $30 co-pay/visit/ 100% 50% 80%
Preventive Care

Physician office visit $30/100%/100% lab 50% 80% office visit/100% lab
Other Services

Rehab therapies $30 co-pay/visit/80% 50% $30 co-pay/visit/80%
Chiropractor $30 co-pay/visit/80% 50% $30 co-pay/visit/80%
Durable medical equipment 80% 50% 80%

Home health care services 80% 50% 80%
Private duty nursing 80% 50% 80% (20 visits/year)
Skilled nursing facility $250 / 80% $250 / 50%** $250 / 80%
Sub-acute rehabilitation center $250 / 80% $250 / 50%** $250 / 80%
Ambulance 80% 50% 80%
Hospice (in-patient/out-patient) 100% 50% 100%

* Contact carrier within 48 hours of an emergency admission to an out -of-network hospital; emergency department co—pay not applied if admitted to hospital.
** $200 penalty applied if scheduled admission to non—participating hospital is not pre—certified through the carrier.
*** Benefits for Medicare Part B Services are estimated to pay secondary to Medicare Part B whether enrolled in Medicare Part B or not.
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APPENDIX 1

Voluntary Dental Plan Design/Premium Amounts

As shown below, enrolled members would have less out-of-pocket expenses by using a network dentist.

UnitedHealthcare Voluntary dental
Network Non-network
Deductible $50 single/$150 family $100 single/$300 family

Class | Benefits

Calendar year maximum per person
Diagnostic services

Preventive services

$1,500 per person
100% (with no deductible)
100% (with no deductible)
Fluoride treatment 100% (with no deductible)
Emergency palliative 100% (with no deductible)
Radiographs 100% (with no deductible)

$750 per person
75% (with no deductible)
75% (with no deductible)
75% (with no deductible)
75% (with no deductible)
75% (with no deductible)

Class Il Benefits

Oral surgery
Minor restorative
Periodontics
Endodontics

Class lll Benefits
Prothodontics

Major restorative
New dental implances

80% (after deductible)
80% (after deductible)
80% (after deductible)
80% (after deductible)

50% (after deductible)
50% (after deductible)
50% (after deductible)

50% (after deductible)
50% (after deductible)
50% (after deductible)
50% (after deductible)

30% (after deductible)
30% (after deductible)
0% (after deductible)

Voluntary Dental Plan Premium Amounts

Benefit Recipient (including survivors)

Benefit Recipient and Spouse

Benefit Recipient and Child(ren)

Benefit Recipient, Spouse and Child(ren)

UHC Dental

$31.70
$59.80
$62.30
$104.12

Maximum payment in one year, per person is $1,500
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APPENDIX ]

Voluntary Vision Plan Design/Premium Amounts

UnitedHealthcare Vision

Vision Features: Network Providers Non-Network Providers
Plan Frequency Pair of lenses for eyeglasses: once every Pair of lenses for eyeglasses: once every
12 months; Contact lenses in lieu of 12 months; Contact lenses in lieu of eye-
eyeglasses: once every |2 months; glasses: once every |2 months;
frames: once every 24 months frames: once every 24 months
Exam co-pay $10, one per year Up to $50 reimbursement
Materials co-pay $0 co-pay Not applicable
Single vision lenses $0 co-pay Up to $60 reimbursement
Lined bifocal lenses $0 co-pay Up to $80 reimbursement
Lined trifocal lenses $0 co-pay Up to $120 reimbursement
Lined lenticular lenses $0 co-pay Up to $200 reimbursement
Polycarbonate lenses $0 co-pay Not applicable
New standard progressive $0 co-pay Not applicable
New deluxe progressive $0 co-pay Not applicable
New platinum progressive $0 co-pay Not applicable
Scratch coating $0 co-pay Not applicable
Frames *$0 co-pay; $130 allowance plus up to 50% Up to $78.00 reimbursement

over allowable at discretion of provider

Contact Lens Fitting and Evaluation $0 co-pay under UnitedHealthcare Vision’s  Elective contacts in lieu of eye glasses:
contact lenses package $200; Necessary contacts in lieu of eye
glasses $210

e A benefit recipient’s individual provider may offer discounts in addition to the vision coverage offered through UHC
e Underwritten by UnitedHealthcare Insurance Company

Voluntary Vision Plan Premium Amounts

UHC Vision
Benefit Recipient (including survivors) $7.18
Benefit Recipient & Spouse $13.48
Benefit Recipient & Child(ren) $13.22
Benefit Recipient, Spouse & Child(ren) $20.47
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