REPORT TO SCHOOL DISTRICT #36 (Surrey)
ON THE RENEWAL OF THE PUBLIC EDUCATION BENEFITS TRUST

BENEFITS PROGRAM

L)

PUBLIC EDUCATION BENEFITS TRUST



Table of Contents

IIEEOAUCTION ..ttt et ettt e sb e e s bt e saee et e e bt e bt e bt e sseesmeeenteenbeenbeesbeesaseaas 1
EXECUTIVE SUMMARY ..ottt ettt ettt ettt ettt e aesteeatasesseensasseantansesseensesseentensasseensensesnsenes 3
LLO RENEWAL ANALY SIS ettt ettt sttt ettt sb et e e sae et e sbe et e besaeenes 5
BaSIC TR ..ottt et b et b ettt e a et e bt et e bt ea e et e bt e tesbeeatens 5
Basic Accidental Death and DiSmemberment ..............coeiieriiieiinieiee et 5
Core and Other Long Term DiSability.........cccccveriierieriieiieiie e eieeteste et ere et esaessnesenessseesseeseennns 6
Extended Health Care..........oo.iiiiiiiiiiiieee ettt ettt s h ettt e e s beeaesbeeaeens 6
DIETILAL CATC.....eutieiiiete ettt et b ettt a et s h e st e bt e et et e e bt et e st e e st et e sbeeat e bt eat et e ebeebesbeentens 8
0707001001571 7 1 1 2RSSR 10
2.0 OTHER ISSUES ...ttt s h et b e e et et e bt et e st ea et e s bt et e bt eatetesneeaees 11
PEBT Joint Early INtervention SETVICE ........c.eecveeiieriieriierieniesieeteeieesseesteessnessseesseesseesssesssesssesssesssesnsens 11
Administration & CommuUNICAtION SrAtEEY ........cceviiiiiieriieeiieeiiieeieerreeeeieeeseeesreeestreesseessreeessseessseens 12
BIOLOZIC DIUGZS ..vvievvieiieiieciiectte ettt ettt ettt e e v e et e e bt e tsestbeetbeeabeesseetaesseesaseesbeesbeesbeenssessesssessseessennsens 13
PatENt DIUEZS ..ooevieeiiie ettt ettt et ettt e et e et e e s st e e eabbeesabeaesseeesssaeesseeensaeessaeessaeeasseeansaeenssaeanreean 13
ParamediCal SEIVICES . ......eeiiriiiieieei ettt ettt ettt et et e e st et e s teent e be st e eneeseeatensesseensenseeneeneas 13
Appendices

A - PREMIUM RATE AND CLAIMS EXPERIENCE SUMMARIES
B - UNDERWRITING ARRANGEMENTS WITHIN THE PEBT PROGRAM
C - FINANCIAL ACCOUNTING STATEMENTS

Note on Professional Standards
As leading management consultants, Morneau Sobeco believes it is imperative that clients receive the best

advice at all times. To this end all reports and recommendations are subject to review by a second
qualified consultant within our organization.

This report was prepared by Benny Cheng, Analyst and reviewed by John Trieu, Partner.




Introduction

The Public Education Benefits Trust (PEBT) was created in June 2002, and is operated by a Board of
Trustees (Board) representing both school districts and support staff workers. In addition, the Board
engages the services of a number of providers to assist in the overall management of the trust.

Districts/Members Districts/Members Districts/Members

™~ ' —

Morneau Sobeco/www.pebt.ca

PEBT

Board of Trustees

Actuary and Investment Insurers:

. Benefits Custodian: Manager: Trust Chartis
Banking Consultants: Royal Trust McLean Lawyer: BC
Services: Morneau Corporation Budden Davis & Life/PBC
VanCity SoloEe of Canada BCIMC Company Desjardins

The objective of the PEBT is to hold and administer a trust fund for the purpose of providing group
health and welfare benefits for support staff employees, their eligible dependents and beneficiaries. The
primary benefits are:

Basic and Optional Life (including Dependent and Optional Dependent Life)
Basic and Optional Accidental Death and Dismemberment

Joint Early Intervention Service

Short Term Disability (if applicable)

“Core” and “Other” Long Term Disability

Extended Health Care

Dental Care
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The next renewal for the program is scheduled for July 1, 2011. The following report is intended to
provide you with details regarding the renewal process for the PEBT program and the necessary rate
adjustments.

S o

Anne Bell Ron Christensen

Board Chair Vice-Chair
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EXECUTIVE SUMMARY

> The PEBT benefits program is scheduled to renew July 1, 2010.
All benefits for the support staff members at your school district are renewing at this time.

The next scheduled renewal will be July 1, 2011. This provides a 12-month rate guarantee for those
benefits renewing at this time provided there is no material change in any government benefit
programs.

> The renewal material has been reviewed and established by the PEBT consultant and approved by
the Board, and has resulted in the following rate adjustments effective July 1, 2010:

Renewal Rate Summary

Benefit Rate Adjustment

> Basic Life +4.3%
> Basic Accidental Death & Dismemberment -6.4%
> “Other” Long Term Disability +15.0%
> Extended Health Care +2.3%
> Dental Care +5.9%
Overall +5.1%

> For your information, the average annualized adjustment for inflation, utilization, and government
changes has been approximately 10.0% and 7.0% for extended health and dental care, respectively.

> Please note the renewal rates will automatically appear on the PEBT web-based administration
system and the payroll deduction file generated from the system will be updated to reflect the
changes. As such, no action is required on your part; however, please ensure that your
benefit/payroll administrator(s) is advised of the changes so that any required payroll deductions
can be adjusted accordingly, if your district is not loading the payroll deduction file directly into
your payroll system.

For your information:

Appendix A contains renewal rate and claims experience summaries.

> Appendix B contains further information regarding underwriting methods within the PEBT
program.

> Appendix C contains the financial accounting statements for your benefits underwritten on an
ASO basis.
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We thank you for this opportunity to be of service.
Respectfully submitted,
MORNEAU SOBECO

John Trieu, CEBS
Partner
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1.0 RENEWAL ANALYSIS

The PEBT benefits program is scheduled to renew July 1, 2010. All benefits for the unionized support
staff members participating in the PEBT benefits program at your school district are renewing at this
time. The next scheduled renewal will be July 1, 2011. This provides a 12-month rate guarantee for
those benefits renewing at this time provided there is no material change in any government benefit
programs.

The current underwriting approach for your district is as follows (a description of the various
underwriting methods is included in Appendix B for your reference):

Current Underwriting Approach

Benefit Underwriting Method Large Claims Pooling
> Basic Life Fully pooled N/A

" e et pean &

> “Other” Long Term Disability Experience-rated non-refund N/A

> Extended Health Care Administrative Services Only $25,0001

> Dental Care Administrative Services Only N/A

The renewal material has been reviewed and established by the PEBT consultant and approved by the
Board. We offer the following analysis of the renewal proposal.

Basic Life

The Basic Life benefit is pooled with other districts in the program. Accordingly, claims incurred by
your district have no direct impact on the premium rate levels charged to you.

The life rate is reviewed at each renewal to reflect the performance of the PEBT “Pool”. When
evaluating the performance of the PEBT “Pool”, the ratio of claims to premiums for all participating
districts is considered (up to five years) as well as the reserves held to fund life waivers for disabled
employees. The level of the required life waiver of premium reserve will vary depending on the
disabled employee’s gender, duration of disability, amount insured, and retirement date.

Based on the experience of the overall program, it will be necessary to adjust the current premium
rate upward by 4.3% for your district.

Basic Accidental Death and Dismemberment

The Basic Accidental Death and Dismemberment (AD&D) benefit is pooled within the insurers' block
of similar business.

' Per person, per calendar year
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The rate is reviewed at each renewal to reflect the performance of the PEBT “Pool”. We are pleased to
advise that the premium rate for the Basic AD&D benefit will decrease by 6.4% for the upcoming
plan year.

“Core” and “Other” Long Term Disability

The PEBT Long Term Disability (LTD) program is made up of two components; “Core” LTD and
“Other” LTD. The “Core” LTD is funded with monies received from the provincial government. The
benefit level provided under the “Core” LTD is based on available funding and the Board may change,
with the advice of the PEBT Actuary, the benefit level depending on whether there is an actuarial
surplus or deficit associated with the “Core” LTD program.

The “Other” LTD is made available to those school districts that previously had a disability
arrangement in place that exceeded the “Core” LTD benefit offered through the PEBT. The “Other”
LTD is paid by the school district and/or employee based on agreed cost-sharing arrangements, and is
underwritten on an experience-rated, non-refund basis with Desjardins Financial Security.

The cost for LTD coverage continues to rise for many reasons. This has been due to an increase in the
incidence rate and duration of claims, with the PEBT as no exception. However, other factors also
continue to impact the experience of the PEBT LTD programs, including a high level of accidental
fractures (bones and skeletal muscles) as well as a very low level of Canada Pension Plan disability
claim approvals.

The “Core” LTD is funded by the government, there are no premiums paid by the district or the
members of this benefit. As for “Other” LTD, it will be necessary to adjust the current premium
rate upward by 15.0% for your district.

Extended Health Care

The extended health care (EHC) benefit is underwritten on an administrative services only (ASO) basis,
with a stop loss provision in place to protect against large, unexpected in-country expenses as well as
catastrophic out-of-country claims in excess of $25,000 per year (per individual). Your district assumes full
responsibility for its claims experience, with the exception of any claims in excess of the stop loss level.

Under this approach, budgeted deposit rates are established to estimate your annual claims cost.

An annual accounting is completed to determine the financial position at the end of each policy year. The
school district has ownership of any excess contributions and is responsible for any deficits created.
Please note that a financial accounting statement showing your district’s financial position as of December
31, 2009 for this benefit is included in Appendix C of this report.

The following table provides a financial overview for your district’s support staff as of December 31,
2009:

Cash Flow Position IBNR Requirement Funded Position

> CUPE $640,256 $327,401 $312,855

Including historical IBNR deposits, the period ending December 31, 2009 resulted in a positive cash flow
position equivalent to $640,256. After taking into consideration the required funds for the incurred but not
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reported (IBNR) claims reserve totaling $327,401, the extended health care benefit was in a fully funded
position of $312,855.

In accordance with the PEBT Underwriting and Rate Setting policy, the use of surpluses is limited to
amounts in excess of 10% of the previous year’s extended health care contributions. Based on the
reported financial position of the extended health care benefit, your district has a limited amount of
surplus and we suggest that the district leave the surplus with PBC to be applied to future claims as
needed.

The administration charge (including stop-loss) for the extended health care benefit will remain at
8.0% for the upcoming policy year.

The following graph provides a breakdown of EHC claims by service category for your support staff in
aggregate for the period October 1, 2008 through September 30, 2009.

Extended Health Care Claims Distribution
October 1, 2008 to September 30, 2009

Medical Aids /  visjon Care  Other
Equipment 8% 1%
7%
Out of Province
0%

Paramedicals

13% Drugs

1%

In order to provide some explanation on why health care costs continue to rise, we have included below
a representative list of current trends in this sector of the market through research of various companies
and providers in the group benefits industry.

The issues are national in scope and impact all group benefit programs in Canada. As your benefit
consultants, it is important for us to provide you with current trends in our society today, sustain a well
balanced benefit plan, and strive to mitigate any increase in premiums. Some of the reasons why health
care benefits have increased in cost are:

1. Drug Costs
> According to the ESI Canada 2008 Drug Trend Report, drug spending increased by 5.0% over

2007 spending. This increase is attributed to a rise in utilization (2.6%) as well as an increase
in the average cost per prescription (2.4%).

> While an increase in the utilization of generic drugs during 2008 had a positive effect on
overall drug expenditures, the introduction of high cost “specialty drugs” will play a large part
in driving future drug trends.

>  With a significant number of brand name drugs coming off patent protection in 2010 (ie.
Lipitor), it is anticipated that expenditures on drugs will continue to increase at slower rates
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until 2012-2013. However, with more that 125 “specialty drugs” expected to be introduced in
the next few years, drug trends are set to increase at higher rates beyond 2013.

2. Aging Workforce

> From 2004 to 2014, Statistics Canada anticipates several changes within the workforce. They
predict a 12% decrease in younger population which represents individuals between the ages of
20-44. They also predict an approximate 20% increase in the mature population, which
represents people between the ages of 45-64.

> Health premiums are often affected because older employees tend to have a higher frequency
of more expensive drugs and they typically require more medical services than their younger
counterparts. This impact may be greater for employers in BC as the population is aging faster
than other areas in Canada.

> Since prescription drugs typically represent the largest component of your extended health
claims, the impact of an aging employee population on the cost of your program can be
significant.

3. Paramedical Utilization

> Paramedical utilization continues to grow as more individuals are seeking alternative treatment
due to increasing drug costs and potential waiting lists for surgery.

> Increased marketing activity by paramedical associations has heightened member awareness.
As such, treatments designed to combat stress, such as massage therapy are increasingly
accessed by plan members in today’s fast-paced environment.

> Paramedical services typically represent 10% - 20%, the second largest component of your
extended health claims costs. As baby boomers age, it’s expected their need for these services
will grow.

4. Additional Factors

> Continued offloading from provincial government medical programs to employer-sponsored
plans.

Hospitals releasing patients’ earlier means more reliance on drugs and outside nursing services.
> Medical advances for previously life threatening diseases.

Taking into account the above factors, we anticipate the annualized adjustment for inflation and
utilization to be 10% for extended health care.

Based on the above and your recent claims experience (see Appendix A), it will be necessary to
adjust the current deposit rates upward by 2.3% for your district.

Dental Care

The dental benefit is underwritten on an administrative services only (ASO) basis. Your district assumes
full responsibility for its claims experience.

Under this approach, budgeted deposit rates are established to estimate your annual claims cost.
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An annual accounting is completed to determine the financial position at the end of each policy year. The
school district has ownership of any excess contributions and is responsible for any deficits created.
Please note that a financial accounting statement showing your district’s financial position as of December
31, 2009 for this benefit is included in Appendix C of this report.

The following table provides a financial overview for your district’s support staff as of December 31,
2009:

Cash Flow Position IBNR Requirement Funded Position

> CUPE $238,079 $178,356 $59,723

Including historical IBNR deposits, the period ending December 31, 2009 resulted in a positive cash flow
position equivalent to $238,079. After taking into consideration the required funds for the incurred but not
reported (IBNR) claims reserve totaling $178,356, the dental care benefit was in a fully funded position of
$59,723.

In accordance with the PEBT Underwriting and Rate Setting policy, the use of surpluses is limited to
amounts in excess of 10% of the previous year’s dental care contributions. As such, there is currently
no excess surplus available.

The administration charge for the dental care benefit will remain at 5.0% for the upcoming policy
year.

The following graph provides a breakdown of Dental claims by service category for your support staff
in aggregate for the period October 1, 2008 through September 30, 2009.

Dental Care Claims Distribution
October 1, 2008 to September 30, 2009

Oral Surgery 6% Orthodontics 8% Other 1%
Bridges 4% Diagnostic 10%

Dentures 1% Preventive 20%
0
Periodontics 4%

Endodontics 6%

Restorative 40%

A key consideration in predicting future dental claims usage is the trend factor. Trend factors differ by
benefit and reflect the various inflationary impacts that will affect the claiming level. The major impact
in dental costs today is the increased utilization, more people using more treatments.

The factors which have been identified as having a significant effect on the cost in providing dental
benefits over the past year are outlined below:
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> All Provinces issue a General Practitioners Dental Fee Guide (except Alberta) which includes
annual increases for the services provided. As an example, the fee guide for BC rose 2.4% effective
February 1, 2010.

> We have seen a steep increase in dental usage as members opt for treatment while they still have
coverage through these tough economic times.

To reflect these increasing costs, insurers are using inflationary trend factors of 6 - 9%. For the
upcoming year we anticipate inflationary and utilization factors will impact dental care claims by
approximately 7% annually, a 1% increase from prior years.

Based on the above and your recent claims experience (see Appendix A), it will be necessary to
adjust the current deposit rates upward by 5.9% for your district.

Commentary

The renewal proposals have been reviewed and negotiated with the existing carriers on your behalf, and
have resulted in the following rate adjustments effective July 1, 2010.

Renewal Rate Summary

Benefit Rate Adjustment

> Basic Life +4.3%
> Basic Accidental Death & Dismemberment -6.4%
> “Other” Long Term Disability +15.0%
> Extended Health Care +2.3%
> Dental Care +5.9%
Overall +5.1%

> Please note the renewal rates will automatically appear on the PEBT web-based administration
system and the payroll deduction file generated from the system will be updated to reflect the
changes. As such, no action is required on your part; however, please ensure that your
benefit/payroll administrator(s) is advised of the changes so that any required payroll deductions
can be adjusted accordingly, if your district is not loading the payroll deduction file directly into
your payroll system.

For your information:

> Appendix A contains renewal rate and claims experience summaries.

Appendix B contains further information regarding underwriting methods within the PEBT
program.

> Appendix C contains the financial accounting statements for your benefits underwritten on an
ASO basis.
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2.0 OTHER ISSUES

PEBT Joint Early Intervention Service

The PEBT LTD programs include a confidential joint early intervention service (JEIS) to assist plan
members in their return to work. The JEIS is supported by support staff unions, school districts and the
PEBT, and is arranged through Desjardins Financial Security (Desjardins), which is also the claims
administrator/insurer for the PEBT disability programs.

Some of the features of the JEIS include rehabilitation services, ergonomic assessments, retraining for a
modified job, and Transitions, which is a short-term program that provides assistance to plan members
with mental and nervous disabilities. Along with the work related benefits of the JEIS comes the
obvious advantage of an earlier and in many cases, more complete return to health and well being for
the disabled individual and their family.

The success of the JEIS ultimately depends on the participation and support received from the plan
members and school districts. For plan members, seeking timely medical treatment, following medical
recommendations of the treating physician or health care professional, and if appropriate, participation
in a gradual return to work (GRTW) accommodation plan are vital in improving their quality of life
and successful return to pre-disability health.

In 2009, there were 3,022 JEIS cases reported under the program, which is in line with last year’s
figure of 3,005. A total of 473 new LTD claims were approved during 2009, which represents a decline
of 153 when compared to 2008. For your reference, we have provided an illustration comparing the
JEIS activity to approved LTD claims in the 2009 calendar year under the program:

2009 JEIS Cases vs. Approved LTD Claims
400

350 A —

300 A 1

250 ]

200 —

150 | —

100 | —

50 A

Jan-09 Feb-09 Mar-09 Apr-09 May-09 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09 Dec-09

‘I:INEW JEIS CLAIMS IN MONTH BNEW LTD-APPROVED PEBT CLAIMS
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The PEBT Provincial JEIS Committee has an ongoing strategy to determine the effectiveness of the
JEIS. This is accomplished through:

Data collection from Desjardins
Independent evaluation forms completed by plan members

Feedback provided by District JEIS Committees

VvV V V V

Reviews, reports, and feedback from Desjardins and/or independent consultant(s)

Administration & Communication Strategy

During the 2009 regional meetings, the PEBT board launched a new and expanded website to
complement the existing administration tools. The purpose of this initiative was to increase the
visibility of the Trust and serve to better communicate its operations to its members and stakeholders.
Additional objectives included:

> Strengthening the PEBT’s identity by:

* Communicating who, what, where, and how to find information relating to the PEBT

*  Clarifying the roles of the PEBT and its partners/providers

> Making information more useful and easy/intuitive to use for members by:
* Facilitating easier access for members to PEBT information
* Helping members find answers to their questions

*  Educating members and other audiences

> Enticing visitors to drill down into the site to access a wider array of useful information

> Providing public domain information

In addition to the above enhancements, results of user group feedback identified key areas for
improvement to the PEBT administration website. These recommendations included:

Improve the enrolment process by introducing new efficiencies

Improve event processing times

Modification of enrolment event

VvV V V V

Add ability to select plan details without needing to select a member directly

To date, all of the above improvements have been completed and incorporated into the PEBT
administration system.

As well, the PEBT Board has outlined their intent to arrange a regional conference, which is currently
scheduled for October of this year. Further details along with an agenda will be released in due course.
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Biologic Drugs

As the use of prescription drugs continues to be one of the main drivers of the increasing cost of health
care, biologic drugs are becoming a larger component of the treatment landscape. Biologic drugs are
manufactured using “living” organisms (e.g. mammalian, bacteria, insect, etc.) to produce a complex
molecule to be used medically and sometimes are referred to as “specialty drugs”. These drugs are
prescribed to manage previously ‘untreatable’ diseases and conditions, and are often the last lines of
therapy. Biologic drugs are expensive, with treatments often costing tens of thousands of dollars
annually. In recent years, these Biologics have risen in popularity with associated costs increasing in
2001- 2005 from 0.4% to 2.2% of total drug claim costs (5% as of 2008) >. As Biologics gain wider
acceptance among the general public, we expect the financial impact of these “specialty drugs” to be
profound in the coming years.

Patent Drugs

As an estimated $2.2 billion worth of ‘brand name’ drugs will be coming off patent in 2010, this may
be an ideal time to educate your district’s employees about their generic equivalents. The
comprehensive list of ‘brand name’ drugs losing their patent protection this year includes some very
popular therapies such as Lipitor’ and Norvasc’. As generics must contain the same active ingredients
as the higher priced ‘brand name’ drug, your employees and their families’ health will be maintained.
In addition, as generic drugs are less expensive than their brand name counterparts, increased adoption
of these lower cost alternatives could lead to an easing in the continual rise of health care costs.

Paramedical Services

As employees search for alternative forms of medical therapy and paramedical services become more
generally acceptable and easily accessible, the cost of these services can escalate very quickly,
particularly when these services are no longer being covered under provincial government health care
plans (i.e. Medical Services Plan) and there are no annual limits in the extended health care plan. For
your reference, we have provided the utilization of paramedical services for Pacific Blue Cross over the
past 3 years. While overall utilization for some paramedical services has remained relatively stable, the
usage of massage therapy has increased significantly higher than both the general inflation rate (i.e.
CPI) as well as the utilization/inflation trend factor (i.e. 10%) typically used for extended health care
plans.

Canadian Pension & Benefits Institute roundtable presentation by Green Shield Canada
Lipitor is used to treat high cholesterol
* Norvasc is used to treat high blood pressure
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EHC Percentage Paid by Paramedical Category
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In comparison to Pacific Blue Cross’ block of business, we note that PEBT School District clients have
proportionally higher utilization of paramedical services. Below is a comparison of paramedical claims
as a percentage of total EHC claims for PBC’s general block of business versus that of PEBT School
District clients.

Paramedicals (% of Total EHC Claims)

@ PBC's Block
B PEBT School Districts

20.0%

18.0% -

16.0% -

14.0%+ ||
12.0% 1 —]
10.0% 1 —
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APPENDIX A: PREMIUM RATE AND CLAIMS EXPERIENCE SUMMARIES

Public Education
Benefits Trust

School District 36
Surrey
Renewal Rate Comparison

Effective: July 1, 2010

Basic Life 12 Months $218,569,000 $0.2350 $51,363.72] $0.2450 $53,549.41 4.3%
Basic Accident 12 Months $218,569,000 $0.0187 $4,087.24 $0.0175 $3,824.96 -6.4%
Short Term Disability N/A N/A N/A N/A N/A N/A N/A
Long Term Disability 12 Months $8,101,408 0.4590% $37,185.46) 0.5280% $42,775.43] 15.0%
Extended Health 12 Months
- Single 394 $74.06 $29,179.64] $75.76 $29,849.44
- Couple 639 $74.06 $47,324.34) $75.76 $48,410.64]
- Family 1,083 $74.06 $80,206.98| $75.76 $82,048.08
2116 $156,710.96 $160,308.16 2.3%
Dental 12 Months
- Single 401 $37.99 $15,233.99) $40.22 $16,128.22
- Couple 647 $75.37 $48,764.39) $79.79 $51,624.13]
- Family 1,173 $121.07 $142,015.11 $128.16 $150,331.68
2221 $206,013.49| $218,084.03 5.9%
Medical Referral
Travel Benefit N/A
- Single N/A N/A N/A] N/A N/A]
- Couple N/A N/A N/A N/A N/A
- Family N/A N/A N/A] N/A N/A|
N/A N/A

Notes:

L)
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Public Education
Benefits Trust

School District 36
Surrey
Claims History and Other Key Information

Claims History

Period from October 1, 2008 to September 30, 2009

$1,723,034
$2,230,830
N/A
* Notes: Extended Health
Dental
MRTB

Period from October 1, 2007 to September 30, 2008

$1,553,534

$2,163,355

N/A

* Notes: Extended Health

Dental

MRTB

Other Key Information

10.00%

7.00%

8.00% 5.00%

8% of average

22% of average annualized EHC| annualized Dental
claims claims

ASO
ASO
N/A

* Notes:

L)
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APPENDIX B: UNDERWRITING ARRANGEMENTS WITHIN THE PEBT PROGRAM

There are essentially three basic underwriting methods used within the PEBT program. The following
describes the features and characteristics of these methods:

Fully Pooled

Under a fully pooled underwriting approach, the cash flow requirement is established by the insurer
(PEBT for Basic Life) and is simply known as the premium. It is established based on the performance
of the “Pool” and an assessment of the associated risk characteristics of each participant in the “Pool”.
The school district’s responsibility is contained to the payment of premium. The insurer (PEBT for
Basic Life) carries all risk for the actual claim level.

This approach is appropriate for benefits subject to infrequent but large claims (e.g. life and accident
insurance) or for other benefits where claims may be volatile due to the size of the school district.

Experience-rated Non-refund

The cash flow requirement for an experience-rated, non-refund underwriting approach is also known as
the premium. However, it is established by determining expected claims plus expenses for the school
district. Expected claims are determined by prospectively projecting past claims utilization and reserve
requirements, at least in part depending on the extent to which past claims data can be relied upon
(known as "credibility"), and adjusting for inflationary trend factors. In addition, expense levels
associated with operating the plan are taken into account.

At the end of the policy year, the school district is not directly responsible for any deficits incurred,
however, no refund is available when experience is better than expected.

Administrative Services Only (ASO)

This approach places all of the risk with the school district. The school district is responsible for all
claims plus the negotiated plan expenses. Contribution levels are generally established by the school
district and determined based on past experience and future expectations. The school district has
ownership of any excess contributions and remains responsible for any deficits created.

The cost of the plan is determined directly by the level of claims charged to the plan plus associated
expenses. This method presents the school district with the highest risk of all methods since they are
fully responsible for all claims payable. Unlike the other approaches, no provincial tax is payable.

Stop Loss Coverage

If a plan sponsor wishes to limit its exposure under an ASO approach, stop loss coverage can be
implemented for a premium or pooling charge. Essentially the risk of catastrophic claims beyond the
stop loss level will be transferred back to the insurer. Stop loss coverage is often considered for life
insurance or extended health coverage (for large out-of-country claims primarily).

For the PEBT program, stop loss coverage is provided for the extended health care benefit and protects
the school district from large claims exceeding $25,000 per year (per individual). It is fairly common
to find this type of coverage for extended health plans where out-of-country claims in particular can be
very significant.

PUBLIC EDUCATION BENEFITS TRUST



PEBT Financial Position Appendix C

SD #36 - Surrey Financial Position - Extended Health VanCity Rate (Eff July 09) (5% VanCity Rate (eff July 08) [ 4145%
Effective Date As of Date: 31-Dec-2009
Underwriting Method Expense Date 15 th of the month

EHC Admin Charge  8.00% 22% IBNR

Accumulated

Interest Cash Flow
Date Rate for GST (no Claims & Monthly Position

EHC Contribution current Total Admin GST dueto Expenses with  Contributions Interest Stop Loss  (Including IBNR IBNR Funded
Contribution Paid EHC Claims month Charge Stop Loss) Int with Int Net Cash Flow Amount Debit/Credit Credit Deposits) Requirement Position
June-07 415%  $504.21 $0.00 ($6,553.84) $118,880.20 $112,324.25 $2.12 [$112326 | $1,328 $110,998
July-07 4.75% $4,652.89 $0.00 ($60,493.34) $126,008.35 $65,456.08 $495.35 $178,278 $13,588 $164,690
August-07 4.75% $6,427.71 $0.00 ($83,568.13) $125,875.52 $42,357.28 $642.77 $221,278 $30,523 $190,755
September-07 4.75% $5,704.05 $0.00 ($74,159.70) $0.00 ($74,016.05) $716.09 $147,978 $45,552 $102,426
October-07 4.75% $6,941.21 $0.00 ($90,244.33) $253,374.00 $162,628.88 $1,075.73 $311,682 $63,840 $247,843
November-07 4.75% $7,899.21 $0.00 ($102,699.48) $128,269.88 $25,411.05 $1,370.34 $338,464 $84,652 $253,812
December-07 4.75% $7,855.15 $0.00 ($102,126.64) $127,774.39 $25,521.08 $1,441.71 $365,427 $105,348 $260,078
January-08 4.75% $9,962.92 $0.00 ($129,530.25) $126,932.92 ($2,668.79) $1,491.25 $364,249 $131,598 $232,651
February-08 4.75%  $10,395.92 $0.00 ($135,159.76) $127,965.55 ($7,192.45) $1,413.47 $358,470 $158,988 $199,482
March-08 4.75% $9,003.76 $0.00 ($117,059.96) $0.00 ($116,833.21) $1,166.02 $242,803 $182,711 $60,092
April-08 4.75% $8,737.55 $0.00 ($113,598.87) $256,638.05 $142,429.01 $1,553.54 $386,786 $205,732 $181,054
May-08 4.75%  $10,691.97 $0.00 ($139,008.83) $133,841.76 ($5,322.54) $1,658.27 $383,121 $233,902 $149,219
June-08 4.75%  $9,542.67 $0.00 ($124,066.48)  $132,017.81 $7,839.64 $1,600.24 [$392561 | $257,716 $134,845
July-08 1.15%  $10,483.88 $0.00 ($136,104.39) $131,557.74 ($4,568.16) $396.77 $388,390 $273,079 $115,310
August-08 1.15% $9,210.28 $0.00 ($119,570.14) $132,724.35 $13,190.53 $334.95 $401,915 $280,411 $121,505
September-08 1.15% $9,170.52 $0.00 ($119,053.99) $0.00 ($118,997.13) $327.34 $283,245 $289,544 ($6,298)
October-08 0.65% $9,908.42 $0.00 ($128,606.91) $266,087.66 $137,418.76 $215.38 $420,880 $297,362 $123,518
November-08 1.15% $9,706.44 $0.00 ($126,011.47) $133,878.57 $7,851.82 $417.62 $429,149 $302,123 $127,026
December-08 1.15%  $10,399.66 $0.00 ($135,010.91) $134,158.05 ($880.81) $438.18 $428,706 $308,827 $119,879
January-09 1.15%  $10,678.30 $0.00 ($138,628.30) $134,790.21 ($3,847.87) $419.59 $425,278 $310,712 $114,566
February-09 1.15% $9,526.22 $0.00 ($123,671.73) $0.00 ($123,612.66) $347.47 $302,013 $308,421 ($6,408)
March-09 0.65% $9,964.20 $0.00 ($129,330.97) $269,675.53 $140,262.20 $245.91 $442,521 $310,951 $131,570
April-09 1.15%  $10,208.36 $0.00 ($132,527.41) $136,529.58 $4,001.32 $423.86 $446,946 $314,826 $132,120
May-09 1.15% $8,687.14 $0.00 ($112,778.61) $142,486.11 $29,707.82 $426.94 $477,081 $309,544 $167,537
June-09 1.15%  $10,419.79 $0.00 ($135,272.33)  $143,160.65 $7,854.30 $490.08 9485425 | $311,855 $173,570
July-09 1.15%  $10,414.75 $0.00 ($140,666.24) $162,371.94 $21,722.02 $447.40 $507,595 $312,874 $194,722
August-09 1.15%  $11,578.91 $0.00 ($156,389.95) $164,062.33 $7,644.34 $512.94 $515,753 $320,449 $195,304
September-09 1.15% $9,008.65 $0.00 ($121,674.79) $164,578.88 $42,879.74 $517.03 $559,150 $321,061 $238,089
October-09 1.15% $9,536.18 $0.00 ($128,799.86) $166,470.14 $37,674.43 $529.98 $597,355 $321,179 $276,175
November-09 1.15% $9,567.73 $0.00 ($129,226.00) $164,743.65 $35,471.06 $617.23 $633,443 $321,917 $311,527
December-09 1.15%  $11,958.10 $0.00 ($161,511.41) $167,718.50 $6,163.46 $648.74 $640,256 $327,401 $312,855

Financial as of June 05 $0 $0 $0

Financial as of June 06 $0 $0 $0
Financial as of June 07 $112,326 $1,328 $110,998
Financial as of June 08 $392,561 $257,716 $134,845
Financial as of June 09 $485,425 $311,855 $173,570

Financial as of Dec 09 $640,256 $327,401 $312,855

Morneau Sobeco



PEBT Financial Position

SD #36 - Surrey Financial Position - Dental Care

Underwriting Method ASO Expense Date 15
6% GST pre-Jan 1, 2008
Dental Admin Charge 5.00% 5% GST Effective Jan 1, 2008
Interest
Date Rate for Claims & Monthly
Dental Contribution current Total Admin Expenses with  Contributions Interest
Contribution Paid Dental Claims month Charge GST Int with Int Net Cash Flow Amount Debit/Credit

June-07 4.15%  $4,425.83 $265.55 ($86,045.38) $176,805.33 $90,876.47 ($116.52)
July-07 475%  $7,782.26 $466.94 ($151,336.04) $180,170.44 $28,864.30 $322.73
August-07 4.75%  $7,334.33 $440.06 ($142,625.60) $180,426.37 $37,905.08 $361.73
September-07 4.75%  $10,477.65 $628.66 ($203,751.38) $0.00 ($203,356.71) $220.04
October-07 6.75%  $7,113.40 $426.80 ($138,438.62) $362,510.34 $223,056.90 $768.94
November-07 4.75%  $7,237.83 $434.27 ($140,748.88) $182,891.08 $41,892.39 $944.91

December-07 4.75%  $8,910.25 $534.62 ($173,271.37) $182,768.73 $9,357.24 $1,001.65

January-08 475%  $6,817.10 $340.86 ($132,499.04) $181,098.00 $48,384.21 $1,116.52

February-08 4.75%  $9,185.87 $459.29 ($178,539.00) $183,708.32 $5,130.17 $1,133.26
March-08 475%  $12,224.99 $611.25 ($237,608.23) $0.00 ($237,147.98) $658.19
April-08 4.25%  $9,676.95 $483.85 ($188,046.23) $367,108.57 $178,302.82 $938.50

May-08 475%  $8,348.14 $417.41 ($162,256.70) $190,515.21 $27,956.13 $1,198.39

June-08 4.75%  $8,910.52 $445.53 ($173,187.39) $187,402.71 $14,039.22 $1,185.39
July-08 1.15%  $7,241.40 $362.07 ($152,504.40) $169,206.00 $16,660.51 $303.96
August-08 1.15%  $10,790.22 $539.51 ($227,242.71) $171,599.73 ($55,564.00) $200.12
September-08 1.15%  $7,398.41 $369.92 ($155,810.87) $0.00 ($155,736.45) $151.75
October-08 0.65%  $8,068.36 $403.42 ($169,885.03) $343,320.45 $173,353.47 $125.82
November-08 1.15%  $8,799.62 $439.98 ($185,320.48) $173,523.55 ($11,808.96) $255.30
December-08 1.15%  $9,280.65 $464.03 ($195,451.05) $173,733.12 ($21,746.98) $261.29
January-09 1.15%  $10,509.28 $525.46 ($221,325.99) $173,629.87 ($47,691.01) $206.58
February-09 1.15%  $9,430.31 $471.52 ($198,602.84) $0.00 ($198,507.98) $71.44
March-09 3.15%  $8,704.35 $435.22 ($183,464.24) $347,519.12 $163,554.49 $436.89
April-09 0.65%  $9,005.11 $450.26 ($189,608.84) $175,404.01 ($14,201.76) $72.49
May-09 0.65%  $8,473.89 $423.69 ($178,423.66) $183,395.52 $4,979.47 $60.30
June-09 0.65%  $9,182.59 $459.13 ($193,345.84) $184,214.86 ($9,152.21) $91.86
July-09 0.65%  $8,908.25 $445.41 ($187,569.36) $214,098.54 $26,540.04 $54.82
August-09 0.65%  $12,161.82 $608.09 ($256,075.62) $214,605.62 ($41,478.75) $88.84
September-09 0.65%  $8,344.11 $417.21 ($175,691.10) $215,039.32 $39,332.81 $73.08
October-09 0.65%  $8,773.06 $438.65 ($184,722.93) $218,361.52 $33,644.01 $73.58
November-09 1.15%  $9,157.04 $457.85 ($192,847.67) $216,481.66 $23,580.37 $225.28
December-09 1.15%  $8,822.95 $441.15 ($185,811.81) $220,192.23 $34,307.18 $267.65

Financial as of June 05

Financial as of June 06

Financial as of June 07

Financial as of June 08

Financial as of June 09

Financial as of Dec 09

Morneau Sobeco

th of the month

8%

Accumulated
Cash Flow
Position
(Including IBNR
Deposits)

| se0760

$119,947
$158,214
($44,923)
$178,903
$221,740
$232,099
$281,600
$287,863
$51,374

$230,615
$259,769

$291,958
$236,595
$81,010

$254,489
$242,935
$221,450
$173,965
($24,471)
$139,520
$125,391

$130,431

$147,965
$106,575
$145,981
$179,699
$203,504
$238,079

$0

$0
$90,760
$274,994
$121,370

$238,079

Appendix C
IBNR
IBNR Funded
Requirement Position
$6,497 $84,263
$17,920 $102,027
$28,686 $129,528
$44,066 ($88,989)
$54,508 $124,395
$65,132 $156,608
$78,211 $153,888
$88,218 $193,382
$101,702 $186,161
$119,647 ($68,273)
$133,852 $96,763
$146,106 $113,664
$152,689 $122,305
$152,852 $139,107
$159,350 $77,245
$155,807 ($74,798)
$158,275 $96,214
$161,730 $81,205
$163,500 $57,950
$170,308 $3,657
$171,913 ($196,384)
$167,895 ($28,374)
$168,098 ($42,707)
$169,402 ($38,972)
$171,015 ($49,644)
$173,682 ($25,716)
$175,876 ($69,301)
$177,389 ($31,408)
$178,517 $1,182
$179,089 $24,416
$178,356 $59,723
$0 $0
$0 $0
$6,497 $84,263
$152,689 $122,305
$171,015 ($49,644)
$178,356 $59,723



