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Health Care Report * 2002

Introduction

(Please note that this report reflects the Ohio Police & Fire Pension Fund’s health
care program for the year 2002. Substantial changes are being made to the health
care program for an effective date of 1/1/2004.)
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Health Care Report 2002

Cost saving measures

OP&F has established several measures within the last several years to reduce health care costs.
First, benefit recipients began contributing toward the cost of their health care in 1992. This
contribution schedule changed on July 1, 2002 (See Appendix F). Secondly, Preferred Provider
Organizations (PPOs) were introduced in 1992. Under these plans, participants are encouraged
to utilize participating network providers in order to pay less out of pocket for their health care
expenses. Participating network providers have contractually agreed to charge less for their
services, a savings which can then be passed on to the participants and to OP&F. In addition, the
introduction of a stand-alone prescription drug program, as well as HMOs and Medicare HMOs,
saves money for both OP&F and plan participants.

Future funding strategies

The OP&F Trustees continually confront the challenge of funding the rising cost of health care
benefits without jeopardizing future pension, survivor, and disability benefits. In 2002, OP&F
health care costs rose 18.95 percent. Besides the fact that the costs for health care services across
the country keep rising, other factors affecting OP&F benefit funding include continuing
increases in Medicare premiums and deductibles and the extended life span of retirees.

As part of the Health Care Funding Policy (See Appendix G) 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 Experience Study, so as to best assess current and expected OP&F
pension and health care liabilities.

A study prepared by OP&F actuaries in 2002 projected that OP&F’s Health Care Stabilization
Fund would be depleted by 2007 unless changes were made to the current funding mix. Asa
result, the Board must determine an appropriate mix among the three health care funding
sources—employer contributions, investment income, and benefit recipient contributions—to
allow OP&F to provide health care well into the future. The Board’s Health Care Committee
continues to actively address the issues surrounding rising health care costs and continues to
explore viable long-term health care funding options.

After carefully examining health care funding issues over the past few years, the Board voted to
implement a new health care contribution schedule for benefit recipients effective July 1, 2001.
This schedule will be adjusted annually based on OP&F’s overall annual health care costs so that
benefit recipients will collectively contribute a Board approved percentage of OP&F’s overall
costs. On July 1, 2002, the percentage was adjusted to 12 percent.

Because OP&F’s Trustees are committed to providing retirees with access to quality, cost
effective health care programs, they reaffirmed their policy stating that the Health Care
Stabilization Fund would be considered adequate if it is forecasted to be solvent for at least 10
years. Therefore, beginning in January 2004, to preserve the Health Care Stabilization Fund,
additional changes to the health care program will be implemented. The strategy is a three-
pronged approach with changes to plan designs, contributions/OP&F subsidy levels for both non-

Ohio Police & Fire Pension Fund Page 7
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Health Care Report * 2002

3. A decree or agreement that was executed before 1985 stating that the non custodial parent
is entitled to the exemption and he or she provides at least $600 for the child’s support
during the year (this provision cannot have been modified by the parties after 1984), by
filing with OP&F a certified copy of certain pages from the divorce or judgment specified
by OP&F** and an affidavit that certifies that the member provided support to the child
in accordance with applicable Internal Revenue Code provision; and

4. The child is treated as having received over half of his or her total support from a person
under a multiple support agreement.

*Must be enrolled for at least two thirds of the minimum number of credit hours required to be considered a full
time student at an accredited institution. An institution is considered a school if it: offers a regular schedule of
courses on an annual or more frequent basis; has a full-time faculty and permanent administration; and
includes some formal classroom sessions rather than just on-the-job training.

** Includes cover page, the page that states that the benefit recipient can claim the child as his or her
dependent, and the signature page with the other parent’s signature and the date of the agreement.

Ohio Police & Fire Pension Fund Page 11



zi 98eq pun,{ UOISUAJ 11 %9 3004 OO

"28e19A0 JO UOTRUIULID) 908 S)sanbal [e10Ass 1oy A[dwod 10u op oym sjusidioal Jyausg
"Teak AI9AS JO [eJ U} Ul pa[lew ST ] °030 ‘woneuriojur uonesusdiio)) SISIOM ‘sjuspusdap
Pa19A09 ‘ssaIppe SuipIeSal UONRULIOJUT JUSLING §)sonbal ULIof ST, "Teak A19A3 90u0 (JADHV)
o] ANIQISIH SIe) Yi[esH [enuuy Ue WwWnal pue 9)9[duiod o) parmbai ore wreidold sjyousg
osuadxy [ed1IPSIA S, 129 JO UI PR[[OIUL SJUaIdIoal JIyauaq [[e ‘oyemooe so[y 429J0 daay o,
uopewIoyul AYNIGISIP Jo Adeandde Jurimsugy

ZSV‘SE ................................................. FIV‘LOL
PIOHT T —— STEpuadaq
888‘0Z ................................. Slug!d!oal 11_}31198
pafjomuy
Isqump
:SMO[[OJ

Se sem SJUSpuadsp pue SI9[[OIUS JO UMOPNESI] 9Y) “IOQUUSA(] JO SV "own ey Je surexSoxd areo
ey J22dO U ul pajedionted jusoiad 68 Ajayewnxordde ‘osoy) JO "SIOAIAINS PUE SI2II0I YIOq
opnpoul sjueldiodl jgousg “s1usldIoa1 Jousq R JO 1€ 9I9M 919U} ‘Z00T ‘1€ PqUISNS( JO SY
San3J JUIW[[0IUI JUILIN))

7007 « 110day 31e) Peay



Health Care Report « 2002

Health Care Program Options

Ohio Police & Fire Pension Fund Page 13



p] a8eg pun, UOISuS{ 211 29 391[0d OO

"de[1240 s1ap1aoxd Auew ySno[e “Yiomjau yoes ur ayedonted siopiaoid JusIsfp jey) St

SISLLIED 9§31} U93MIDq IJUBISIJIP AJUO Y, ‘siuswiked-09 pue SA[qIONPOP SUIES Y} SARY OS[e pue
‘59014105 JO $3dA) Sures oY) J9A0D SIOJRNSIUIWPE Y1og ‘[eMINJA [BIIPIJAl pue emay—ued Odd
9y} Ul SUI[JOIUS USYAM SIOJRSIUTIPE JUSISJJIP 0M] UImIOq 9500YD Aeul sjustdionl 11jausq 940
‘Apuauny) IOJEXSIUIWIPE SHOMIOU B Y3IM JOBNUOO ISPUN S33J PIIUNODSIP 195 T8 SIDIAILS JIAT)
15130 0} peaIde aAey oym s19piaoid aIed Yi[eay Joylo pue s[eidsoy ‘s10300p juspuadaput Jo dnoid
e sI (0dd) uoneziuesIQ) I9piaold palafald SY[—(SOdd) SUONEZIUBS.IQ J9PIACIJ PILIAJAILY

‘(4 xipuaddy 23%) 1500

[EUOTIPPE OU & [[e—0Ied [JUdp pue SuLIesy ‘UOISIA SUNNOI Se yons a1ow yonuw snjd ‘oIedipapy
feuonipen) £q paIsA0d SIIIAIIS [[& I9A00 SQINH SIESIPSIA 3], "OINH SFedIPIIA € Ul [[0XU3 Ao JI
SILIBIOOUSq SIBDIPSIA [[US are sjusdioal jgsusg "QNH SY JO uoneoof oy} pue wreidord 951a108
-10J-39F [eUOT)IPEY) Y} IOPUN SIOTAISS PIAISIST ATRIooUsq SIedIPSJA Y J1 wrexSoid oIesrpopy

91} 1502 pPINOM 1 YONW MOY UO Paseq ST JUSUNLISA0S o) Aq speur juswiAed o], “I9LLIED 3Y} O}
Toquisur wefd SIEOIPIA] Yora 10J Junoure A[)uowr paxy e sAed Usy) JUSWIISACS o[ JUSUNLISACS
[e19pa] 3 Jo AouaGe ue ‘(SAD) SIOIAISS PIEOIPS]A] PUR SIBOIPIA] JOJ JOJUSY) SY) I JORIUOD B
ojul SuLIR)US Aq JYSLI ST} UIR)QO SISLLIEO SYJ, "SIEdIPAJA] JO PESISUI ‘SHJOUS] SIEIIPIA] I)STUTIIPE
AJ[enjoe s1oLred QWH 9IedIpajyl 24, ‘(Junowrered pue JIsIey] Y3Inony}) seare 91qI31[9

UL OAT] oYM S[QISI[d IBOIPIIA 01 SOINH SIBOIPIJA OM) SIJJO OS[E 2 JO—SOINH 18PN

"§3781S SNONFNUOD UIENID PUE OO JO SANUNOD JY103dS UT SAY] OYMm SJUSPISI 0} PIII] SI

SOWH 3s3ys 10§ Aupiqidyg “(H xtpuaddy 9og) juswked-0d e 1aye jusorad (0 pred oIe saoiAles
1SOW pue 193U 0 SI[QTIONPSP OU T JISY) ‘UOYIPPE U] "9IOUWI PUB SIITAILS [BIIINS,/[BOIPOUI
jusnedur ‘3unss) onsouderp ‘saolAlss a1ed aAnusAaId Surpnydur ‘95815400 ared Qesy
aArsusyardwos spraoxd (SONH) suonezueSIQ) oUBUSIUTRA YHESH °SIElS U} noy3noIy) payeso]
suerotsAyd Sutonoeid juspuadsput s1e oym suerorsAyd sres Lrewruid o sotoyd oy suedionred
1930 SQINH Isyio sy, "Auo sanijroey Jostey unedionred ur suerorsAyd ares Arewd jo
uonezIIN 3y} seXinbol pue eare PUR[IAS[)/UOLTY Y} O} PAJOLISAI ST QN I9STey] SY[ "SIOLLED
ot} Aq PUIULISISP SE SOUIPISAI JO BaIe UO paseq st sueld 95y} 10§ AIqISI “junowrere

PUE ‘ajudueurIdg JISIEY] ‘BUjdV—SISLLIEO JUSISJJIP 3214} ySnoiy) SQIH SO0 49d0—SOINH

"aIed Suismu

Pa[Iis pue uonezifeyidsoy ‘sanyiqesip paSuojord 1o sNOLISS ‘saseasip 10 saunfur ATeuIpIo woy
Sunnsax sasuadxs 10§ 93219400 JUL[[29xX5 apiaocid sadk) werd yog (Qdd) uonezwesio Iapraoig
paisjaid © 10 (OH) uoneziue31)) soueusjurejy [esH e ‘08e10A0o [esrpaw 1ofew oy sueyd jo
$9d£) JUaI0JJIP 0M] USOM]Sq 0T0YD ST} 3ABY SJUSIAIONI JIJOUSq “OOUSPISSI JO BAIR I} U0 Paseg
[ed1pawt Jofey

"[Ie}op SIOUI Ul S}IJaUSq 9S9Y) SIQLIOSIP UOIDaS ST,
"3180 ULI9) U0 PUE UOISIA ‘Tejusp ‘Snap uondirosaid ‘[esrpaur 1ofew 10§ 988ISA00 SOPN[OUT YOI M

wexdoxd s)gausq asuadxa [eOIpolU JUS[[99XS Uk SISJJO PUN,] UOISUSJ S1L] % 301[0d OMQ) YT,

suond(Q weidord ai1e) Py

7002 « 310doy 2ae) YIEol



Health Care Report * 2002

Anyone who resides in a network area and enrolls in the PPO Network must utilize participating
PPO providers to receive maximum benefits. Under the PPO plans, a plan participant simply
chooses a doctor or hospital from the administrator’s provider listing at the time services are
needed. Plan participants are not required to utilize network providers, however, there are
definite advantages for participants who do. Special, reduced fees have been negotiated with all
network providers, and plan participants will not be responsible for paying the difference
between the provider’s normal charge and the specially negotiated fee. In addition, when using
network providers, there are no claim forms to file, deductibles are lower and the maximum
yearly out-of-pocket is lower.

Plan participants who utilize a provider outside of the network will incur more out-of-pocket
costs. Because special fees have not been negotiated with non-network providers, participants
have a lower benefit level and will be responsible for paying any amount between the provider’s
fee and the usual, customary and reasonable (UCR) allowance determined.

The carriers do not have networks in all areas of the country. Benefit recipients who reside in
one of these non-network areas still choose either Aetna or MMO as their claims administrator.
These individuals can then use any provider or hospital and still receive most benefits at the
“network”™ benefit level. When utilizing non-network providers, however, these benefit
recipients must still file their own claim forms, pre-certify themselves and pay any amount
between the provider’s fee and the usual, customary and reasonable (UCR) allowance determined
by the carrier.

Please see Appendix I for a chart describing the various benefit levels.

Prescription drugs

Prescription drug coverage is administered by AdvancePCS, regardless of which carrier or plan a
benefit recipient chooses for major medical coverage. All benefit recipients and their dependents
who enroll in major medical coverage are also automatically enrolled in prescription drug
coverage at the same time. Benefit recipients receive a separate card for prescription drugs,
which contains the AdvancePCS logo. The prescription drug program allows participants to
purchase their medications at discounted rates at either a retail location or, for the greatest
savings, through the mail (See Appendix J).

Supplemental dental and vision

Most of the HMO plans cover routine dental and vision services, however, the PPO plans do not.
To supplement their medical coverage, benefit recipients have the option to enroll in separate
dental and vision plans. These plans are offered in addition to the medical expense benefit plans,
and have separate contribution amounts. Benefit recipients may also enroll in these plans if they
do not elect to enroll in a OP&F-sponsored medical expense benefit plan. Enrollment in these
plans is only permitted once every year during the fall open enrollment period. The terms require
that the covered persons participate for twelve months with no earlier right to terminate coverage.
OP&F does not subsidize the cost of these plans—enrollees pick up the full premium. Please see
Appendix K for a breakdown of dental coverage, Appendix L for a breakdown of vision coverage
and Appendix M for contribution amounts for both plans.
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APPENDIX B

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

Additions:
Employer Contributions
Retirant Contribution
Investment Income
Recoveries and Rebates
TOTAL ADDITIONS

Deductions:
Health care Expenses
Administrative Expenses
TOTAL DEDUCTIONS

Net Increase/Decrease

Net assets held in trust for
postemployment healthcare benefits:
Balance, Beginning of year

3alance, End of year

1997 - 2002

1997 1998 1999 2000 2001 2002
$75,277,682  $79,553,768  $91,109,660 $101,205,133 $109,036,669 $118,459,642
5,251,898 5,331,515 5,518,098 5,657,431 6,874,699 12,623,875
20,647,822 23,034,445 22,726,931  (3,130,947) (10,416,465) (23,046,1 10)
979,352 979.352 - - 645,533 2.761.990
102,156,754 108,899,080 119,354,689 103,731,617 106,140,436 110,799,397
76,459,832 83,928,305 100,522,731 111,817,485 129,173,470 153,651,881
_3.048.819 2,396,457 2,817,126 3,192,119 3,114,771 2,246.504
79,508,651 86,324,762 103,339,857 115,009,604 132,288,241 155,898,385
22,648,103 22,574,318 16,014,832 (11,277,987) (26,147,805) (45,098,988)
226.773.54 276,732,806 250,585,001

249,421,643

$249 4

271,995,96

288.010,793
$276 806 0,585,00
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Health Care Report * 2002

Contributions and Benefits - Member and employer contributions are recorded 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% per year). The actuarial value is the market value adjusted by the total unrecognized
gains or losses incurred during the five year period, further adjusted if necessary, to be within
10% of the market value for 2002 and 20% of the market value thereafter.

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 7.75 percent of active member payroll, 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
December 31, 2002, the balance in the HCSF was $205,486,013.

Ohio Police & Fire Pension Fund Page 23
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APPENDIX E

Statement of Changes in Plan Net Assets Available
for Postemployment Health Care Benefits

Year Ending December 31, 2002

Additions:
Contributions:
Employers
Retirants
Total Contributions

Investment Income:

Net Appreciation of Fair

Value of Investments
Bond Interest
Dividends
Real Estate Operating Income, net
Foreign Securities
Other
Less Investment Expenses

Net Investment Income

From Securities Lending Activities:
Securities Lending Income
Securities Lending Expense:
Borrower Rebates
Management Fees
Total Securities Lending Expense
Net Income from Securities Lending

Other Income
TOTAL ADDITIONS

Deductions:
Health Care Benefits
Administrative Expenses
TOTAL DEDUCTIONS
Net Increase (Decrease)

Net assets held in trust for
postemployment health care benefits:

Balance, Beginning of year

Balance, End of year

$118,459,642
12,623,875

131,083,517

(42,621,006)
3,856,002
783,303
1,190,748
14,017,295
174,336

(515,078)
(23,114,400)

606,903

(509,360)

(29,253)

(538,613)
68,290

2,761,990

110,799,397

153,651,881

2,246,504
155,898,385
(45,098,988)

250,585,001
$205,486,013
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Health Care Report ¢ 2002

who qualify, the discount will then begin on July 1*' and run through June 30" of the following
year. Benefit recipients who receive the discount must reapply for the discount each year.

Benefit recipients who enroll in medical expense benefits throughout the year may apply for the
discount when they enroll; however, to qualify, OP&F must receive a completed Application for
Health Care Contribution Discount within ninety (90) days from the date that OP&F sent the
application.
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APPENDIX H

Health Maintenance Organization (HMO) Coverage

¥

Description Aetna Kaiser Paramount
PHYSICIAN SERVICES
Office Visit with PCP $10 copay $10 copay $10 copay
Specialist
Consultation $10 copay $10 copay $10 copay
Treatment 100% $10 copay $10 copay
Immunizations & Inoculations 100% 100% 100%
Allergy Treatment/Testing $10 copay 100% $10 copay
Diagnostic x-ray & lab testing 100% 100% 100%
Podiatrists $10 copay (if med. $10 copay (if med. $10 copay if medically
necessary) necessary) necessary/2 preventive
visits per year
Chiropractors $10 copay $10 copay: 20 visits Subluxation: $10 copay
(unlimited) per yr, then 50% for 20 visits
per visit then 50% unlimited
PREVENTIVE SERVICES
(one per year)
Physical Exams $10 copay $10 copay $10 copay
Routine PSA Test 100% $10 copay $10 copay
Routine Mammogram 100% $10 copay 100%
Routine PAP Smear 100% $10 copay $10 copay
Routine Eye Exam $10 copay 1/yr. $10 copay $10 copay
Routine Hearing Exam $10 copay $10 copay $10 copay
*one gynecological exam per year covered with participating GYN, without PCP referral
HOSPITAL SERVICES
Hospital Confinement 100% 100% 100%
Inpatient Physician Visit 100% 100% 100%
Surgical Procedures 100% 100% 100%
(inpatient and out-patient)
EMERGENCY ROOM
Hospital Charges $25 copay $25 copay $25 copay
waived if admitted waived if admitted waived if admitted
Ambulance 100% 100% 100%
MENTAL HEALTH
Inpatient Confinement 100% 100% 100%
(unlimited) (unlimited)
Outpatient Care $10 copay $10 copay $5 copay
(unlimited) (unlimited) (unlimited)
ALCOHOL & SUBSTANCE ABUSE
Inpatient Confinement 100% 100% 100%
(unlimited)
Outpatient Care $10 copay $10 copay $5 copay
(unlimited) (unlimited)
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APPENDIX I

Preferred Provider Organization (PPO) Benefits Chart

The benefit coverage for benefit recipients residing in areas considered “in-network” and “non-
network” are exi)lamed in the Network PPO Comparison Chart below. Please note that routine

check-ups and ¢

covered under the Preferred Provider Organization (PPO) plans.

AT
e

=

S i

X P [ ey
3 e T

aims that the insurance company determines are for maintenance care are NOT

Major Plan Features [Use any provider se network provider se any provider
Deductible (per plan year):
Benefit recipient $100.00 $100.00 $250.00
Family $200.00 $200.00 $500.00
(no carryover)
Max. Annual Out-of-Pocket: Excludes deductible [Excludes deductible Excludes deductible
Benefit recipient $500.00 $500.00 $1,500.00
Family $750.00 $750.00 $2,250.00
Lifetime Maximum $1,000,000.00 $1,000,000.00 $1,000,000.00
Claim Forms 'Yes No Yes
Pre-certification/ LP
Utilization review Patient responsible Provider responsible atient responsible
Pre-certification penalty:
Inpatient (per admission) $200.00 INone $200.00
Outpatient $100.00 [None $100.00
Managed Second Opinion
Surgery $100.00 [None $100.00
PHYSICIAN SERVICES
Office visits 80% $10.00 copay 70%
Surgeon/Consultant fees 80% 80% 70%
Services not available
in network 80% 80% 80%
Surgeons/Surgery fees 80% 80% 70%
OB/Maternity visits
& delivery 80% 80% 70%
Diagnostic, x-ray & lab fee 80% 80% 70%
HOSPITAL SERVICES
Per admission deductible None None $100.00
Inpatient coinsurance 100% 100% 70%
Outpatient
Pre-admission testing 100% 100% 70%
Surgery 100% 100% 70%
All other 80% 80% 70%
EMERGENCY ROOM
Hospital Emergency Care* $50 copay for facility $50 copay for facility $50 copay for facility
(includes associated tests & (waived if admitted); (waived if admitted); (waived if admitted);
physician charges) 80% other charges 80% other charges 80% other charges
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APPENDIX J
Prescription Drug Benefits

Prescription Drug Benefits Chart

The chart below lists the benefits available through the Prescription Drug Program. Benefit
recipients should consult their Prescription Drug Program brochure for more information on
using the retail and mail prescription services.

[When to use Short-term or immediate need Long-term or ongoing use
'You pay Participating Pharmacies: $1.00 for generic
$5.00 for generic $5.00 for brand names
$10.00 for brand names

Non-Participating Pharmacies:
$7.50* for generic

$15.00* for brand name
*After deductible is satisfied
Drug supply per Rx |[Up to 60 days 1Up to 60 days
(as prescribed by physician)
Drug deductible Participating Pharmacies: None None

Non-Participating Pharmacies &
'when claim forms filed:

$50.00 per person

$100.00 family maximum

Claim form required Participating Pharmacies: No No

[Non-Participating Pharmacies: Yes
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APPENDIX L

Supplemental Vision Coverage

DESCRIPTION PLAN PAYS
Eye Exams* $50 for one exam every 12 months
Frames $20 for one pair every 24 months
Lenses Every 24 months:

Single Vision $30

Bifocals $40

Trifocals $60

Lenticular $100
Contact Lenses $160 every 24 months

*This is for routine eye exams only. If the doctor determines that there is a related medical condition at the time of
the exam (i.e. glaucoma, cataracts, etc.), then the claim will NOT be paid under this vision plan. The claim may be
paid, however, under the benefit recipient's major medical benefits and subject to the deductibles of the medical
plan.
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