OPERS Health Care Changes

The OPERS Board of Trustees voted to adopt changes to health care coverage
for OPERS Medicare and pre-Medicare retirees, effective Jan. 1, 2022. This
action will preserve retiree health care coverage now and for years to come.

The changes preserve health care for all eligible members and retirees,
extending the solvency of our health care fund from 11 years to nearly

19 years. In addition, preliminary 2019 investment returns of 19 percent ~ __ MEMBER CONTRIBUTIONS

will further extend solvency to nearly 23 years. [ ) State-and-local members
= contribute 10%

Here's a look at how OPERS operates and what these changes will mean | Law enforcement members

in the future. contribute 14%

Public safety members
contribute 13%

Health Care Changes 2022

No members contribute to

Social S it
Effective 2022, OPERS will make several changes to health care coverage. We B

will continue communicating the details of this plan between now and 2022.
We have different types and levels of coverage for pre-Medicare retirees and
Medicare retirees.
"""""""""" EMPLOYER CONTRIBUTIONS
Entities that employ our

members contribute at the
« OPERS will replace the current self-insured group plan with a marketplace following levels:

concept. Participants will seek coverage on the open market with the State and local 14%
assistance of a service provider, and we will provide a monthly allowance Law enforcement 18.1%
to them to help pay for their coverage and out-of-pocket expenses. Public safety 18.1%

Pre-Medicare

«  This framework is called a Health Reimbursement Arrangement, an
IRS-approved method of providing tax-free money for health care
expenses. OPERS will deposit money into notional Health Reimbursement

Arrangement (HRA) accounts, which retirees can draw fromtobe 77T INVESTMENT INCOME
reimbursed for qualifying expenses. Balances carry over from year to year. Member and employer
« Theinitial base allowance for these retirees will be $1,200 monthly. a ;on;g?:;mns are invested
Retirees will receive a portion of this allowance based on their years of i m y
lifyi i dit and thei hen they initially signed up f
qualifying service credit and their age when they initially signed up for Currently 2/3 of what we

coverage. Allowances will range from 51 percent (5612 per month) to

90 percent ($1080 per month) of the base amount. pdy in pensions comes

from Investments.
« Eligibility requirements for health care are changing. Those retiring after

2021 will need to have 30-32 years of qualifying service credit to be
eligible for pre-Medicare coverage.

«  Any pre-Medicare retirees currently eligible or receiving OPERS health care
coverage will continue to remain eligible.

See reverse for additional information



OPERS maintains separate funds
for pension and health care.

The OPERS pension fund
is used to pay pensions —
more than $6 billion each
year. At the end of 2019,
the pension fund held
approximately $91 billion. When we refer
to the overall funding level of our system,
we're referring to the pension plan.

As of Dec. 31, 2018, the latest fully audited
information available, OPERS was 78%
funded. While 100% funding would be
ideal, this level is not out of the ordinary
range of public pension funds. OPERS is NOT
at risk of not being able to fund pensions.

HEALTH CARE ...
By law, only a portion of the
@ employer contribution can
be designated toward the
OPERS Health Care Fund.
Member contributions
fund pensions only and are always 100%
guaranteed to the member and cannot be
used to fund health care. Because we currently
need all of the employer contributions for
pensions, no money is being added to the
Health Care Fund.

Thus, the only new money in the Health Care
Fund comes from investment income.

Health Care Changes 2022 (continued)

Medicare

«  OPERS will continue to offer the OPERS Medicare Connector for those age
65 and over who qualify for Medicare parts A and B. Retirees are actively
using their HRA accounts through automatic reimbursement and continue
to have an average balance of $3,700 in these HRA accounts.

- The base allowance will be reduced from $450 to $350. Allowance amounts
will range from 51 percent ($178.50 per month) to 90 percent ($315 per
month) of the base amount.

+  Any Medicare retirees currently eligible or receiving OPERS health care
coverage will continue to remain eligible.

The allowance amounts will change. Participants who retired and enrolled
before 2015 with 20 or more years of service could receive a lower amount.
Those who enrolled before 2015 with fewer than 20 years of service will receive
a 51 percent allowance rather than the 75 percent allowance they had been
receiving.

The Health Care Issue

- OPERS is a pension fund at its core and added health care as a discretionary
benefit program in 1974. OPERS is committed to preserving the health care
program for all eligible members and retirees.

«  OPERS believes retirement security should include meaningful health
care coverage. However, it has become increasingly expensive to offer this
coverage, as costs have risen at alarming rates nationally. Further, we have
more people retiring now and fewer public workers contributing to the
system.

«  Those demographic factors affect our pension fund. Currently we are not
able to earmark any of the employer contributions toward health care.

«  The Health Care Fund, left unchanged, risked being insolvent by 2030 and
actuarial forecasts indicate we could not fund it again until 2034. OPERS
proactively evaluated changes to preserve health care for all eligible
members and retirees. On Jan. 15, the OPERS Board took action to reduce
health care costs, thus extending the plan’s solvency from 11 to nearly 19
years. Preliminary investment returns could extend solvency an additional

four years.
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