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Q. In reply to CA-NP-322 in the 2008 GRA, NP referred to arranging Aon Consulting 1 
in 2006 to conduct a review of the group insurance plan.  (a) Please provide a copy of 2 
the Terms of Engagement and any reports provided to NP in relation to this review.  3 
(b) Please also provide a copy of any further such reports provided to NP since the 4 
Aon Consulting engagement. 5 

 6 
A. (a)    Attachment A contains a copy of Aon Consulting’s report titled Comprehensive 7 

Review of Group Insurance Plan dated December 21, 2005.  There were no 8 
formal Terms of Engagement for the review of the insurance plan or the 9 
preparation of this report. 10 

 11 
 (b)    No further such reports have been provided to Newfoundland Power since the 12 

Aon Consulting engagement. 13 
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Executive Summary 

Aon Co~lsulting was cngagcd by Ncwfoundland Power on Novcinber 15, 2005 to conduct a 
con~prchciisivc rcvicw of the Ncwfoundlalld Power group insura~lcc plan for active cn~ployces and 
rctirces. Wc immcdiatcly began the process of collecting detailed plan data from both Newfoundland 
Power and the current plan provider, Great-West Lifc. Great-Wcst Life has bee11 thc underwriter of 
thc Life, Dependent Life, Long Term Disability, Hcalth and Dental plans since 1984. 

Our cxamination and analysis covered thc following critical arcas for each line of bcnefit: 

- plan design, 

- financial arrangements, 

- validity of rates, 

- reservcs and retention charges, 

- cost sharing, 

- tax cfficicncy, 

- rctircc considerations, 

- administration, and 

- claims payment considcrations. 

Our analysis is dctailcd within this repoii. Our recommendations arc dctailcd below. Note that for 
those rccolnn~cndatiolis for which wcre able to providc specific mctrics, wc cstitnatc total annual 
savings of $222,956 inay be achieved if these recornil~cndations arc adopted. (See s u ~ n i n a l ~  outlined 
in Appcndix F) 

Recommendations: 

Plan Design 
- We recommend that Ncwfoutldlat~d Power dcvclop a Statenlent of Plan Objectives to providc 

a link with overall human resourcc and corporate strategy. 

- Wc rccommcnd that Newfou~ldla~ld Power rcvicw and rcvisc thc plan design to rncet the 
desired lcvcl of compctitivcncss of thc bcncfit plan in the marketplace. 

Prescription Drugs 

Wc rccommcnd that Ncwfoundland Power conduct an audit of thc prescription d ~ u g  plan to 
fully understand thc source of costs, to cnsure Great-West Lifc is paying claims 
appropriately, and to proactivcly mallage the plan on a go-foiward basis. 
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Executive Summary 

Life I n s ~ ~ r a n c e  and Dependent Life Insurance 

- We recommend that Newfoutldland Powcr consider non-rcfund accounting for lifc insurance 

duc to the relatively stnall sizc of the group and the volatility of the bcncfit. 

- If refund accounting is continued, wc rccomrncnd that the aggrcgatc stop loss lcvel, and 
pooling charges, bc evaluated to cnsure optimum level and con~pctitiveness. 

- We rcconirncnd that Ncwfoundland Powcr ccasc cross-cxpcricncc rating thc lifc insurancc 

plat1 with the licalth insurancc plan. 

Wc rccotnmcnd a market study bc conducted to cnsurc con~pctitivc prcrnium ratcs 

- Wc rcconnncnd an annual dctailcd analysis of proposed itlsurcr rcncwal ratcs 

- Wc rcconnncnd that thc practice of cross-expcricncc rating bc tcrminatcd in ordcr to avoid 
co-mitlgling of taxable and non-taxablc crnploycr prcmium contr~butions, and to cnsurc thc 
plat1 nlccts with CRA guidelines. 

Long Term Disability Insurance 

- Wc rccommcnd continuation of the non-refund accounting rncthodology for thc LTD bcncfit. 

- We recommend that the LTD rate bc re-negotiated with Great-Wcst Life to achieve potential 

savings of over $ I3 1,000 per ycar. 

- We rccommcnd that Ncwfoundland Powcr cotlduct a market study to ensurc cornpctitivc 

prcrniurn costs. 

- Wc rccommcnd an annual dctailcd analysis of proposed insurer rcncwal ratcs. 

- We rccommcnd that the LTD plan cost sharing bc amended to cnsurc CRA guidclincs are 

mct. 

- We recommend that Ncwfoundlatld Powcr ensure that thc legal obligation to pay LTD 

premium is that of thc employee. 

- We rccommcnd that Ncwfoundland Powcr ctlsurc that all documentation arid connnutiicatio~l 

rclatcd to thc plan reflccts this obligation. 

Short Term Salary Continuation 

- Wc rccommcnd that Ncwfoundland Powcr etlgagc a third-party claims adjudicator to asscss 
short tcrm disability claims. This practicc will ensure only appropriate clailns arc paid, aud it 
may crlhancc thc lcvel of intervctltioli prior to claims becoming long term claims. This 
practicc also helps to protcct thc privacy rights of individuals. 
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Executive Summary 

Health Insurance 
- Wc rccommcnd that the currcnt nlcthod of undc~writillg be continucd. 

- Wc recomn~cnd that negotiations take placc with Great-West Lifc to reduce retention chargcs 

to tllose available undcr Administrative Scrvices Only (ASO). This represents approxi~nately 

$15,000 annual savings. 

- Wc recotnmcnd that Individual Large Amount Pooling (ILAP) be addcd to the plan and that 

an assessment be pcrformcd to dctcrmine the appropriate rates and optimal pooling limit. 

We recommend continuation of thc status quo for this plan with rcspect to the rate basis 

We recominc~~d that Newfoundland Powcr cngage in a study to dcterlnille thc long term 
impact of blclldillg ratcs for activc cn~ployccs and retirees in order to proactivcly manage the 

health itlsurallce plan and to cnsurc the continucd feasibility and attractive~~ess of the health 

illsurance plan for activc cmployecs. 

Dental Insurance 

We recomlncnd that the administration chargcs bc rc-ncgotiatcd with Grcat-Wcst Lifc 

- Givcil thc nccd of Ncwfoundland Power to rccruit large llulnbcrs of cmployccs in the futurc, 

we rccommcnd providing dcntal on a mandatoly, cost sharcd basis, underwrittell on a refund 

accounting basis. 

- We recommend that Newfoundland Powcr conduct a market study to cnsurc con~pcti t~vc 

premium costs and retention charges. 

Out of Country Travel Insurance 
- Wc recommend that the travel ratcs be re-negotiated to achicvc approxi~l~atcly $50,000 of 

annual savings. 

- We rccornmcnd a tnarkct study to cnsurc the conrpctitivcness of ratcs. Spccial risk insurance 

providers should be considered to undclwritc thc trdvcl bcncfits as part of this process. 

Retiree Considerations 

We rccommcnd the following actions for Newfoundland Powcr: 

- Consider currcnt rctirecs v. futurc retirees separatcly. 

- Consider futurc hircs separately, i.c., do not provide retiree covcragc lo futurc hircs 
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Executive Summary 

All plan provisions, docun~entation, and communication should rcservc the right of 
Newfoundland Powcr to make plan amcndmcnts at its discretion. 

Any changes should bc made with "Rcasonablc Notice" 

Plan dcsign solutions arc available to manage the cost of post-rctire~ncnt bcncfits as follows: 

Future Retirees: 

P Eliminate coverage: sct up access to individual coverage, 100% 

en~ploycc paid 

P Maintain coverage: but introduce cost-sharing; rcvlsc plan dcsign to one 

morc efficient at managing costs 

> Adopt defined contribution approach: linlit employer contribution to a 

spccific amount subjcct to inflation, or a specific percentage. 

P Ensure member's spouse a t  time of retire~nent is the only eligible 
spouse for the life of the retiree: reward thc faluily of thc cmployec who 
sewed thc organization ovcr an cxtcndcd period of timc, not a perk for 
individuals who ncvcr had a relationship with the cmployer 

> Provide that surviving spouses lose coverage if they re-marry o r  enter 
into a common law relationship; samc prcmisc as abovc 

> Apply more stringent minimum service requirements for eligibility for 

rctircc bcnefits 

P Pro -rate employers premium contribution bascd on cmploycc's 

lcngth of scrvicc bcforc retirement 

P For cn~ployccs who retire and work for another cmploycr, introduce 
provisions that make any benefit plan with subsequent employer, 
first payer of benefits. 

Current Retirees: 

P Introdnce parallel (voluntary) plan with reduced health benefit levels, 

i.e., managed drug fonllulary, highcr co-insurance 

P Add less expensive benefits 

o Critical Illness 

o Increasc Life Insurancc 

o Non-medical travel insurance 

o Enhance pension bcnefits 

o Any conlbination of these 
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Executive Summary 

- 

Cost Sharing and Tax Efficiency 

- Wc rccor~imcnd that Ncwfou~~dland Powcr rcvise cost sharing to cnsurc a tax cffcctivc 

approach. 

- We rccommcnd that Ncwfoundland Powcr providc a total compensation statclncnt to 
employees to communicatc tlic valuc of bcncfits and thc cmployer contribution. 

- Wc recommend that Ncwfoundland Powcr develop stratcgy regarding cost sharing for the 
bcncfit plan. 

- We rccommcnd that Ncwfoundland Power convert the $10,000 paid-up lifc at age 65 to a 
death bcncfit payablc by thc company as income tax legislation statcs that a company may 
pay out a "dcath bcncfit" of up to $10,000 per insurable benefit to the rctirec, without the 
payncnt bcing taxablc i n  the hands of thc beneficiarics. While this change would not impact 
thc cmploycr's rcquircmcnt to includc this bcncfit as a futurc obligation, it would climinatc 
premium taxcs as well as thc administration fccs involvcd. Most iniportantly this changc 

would also climinatc tlic taxablc benefit to the rctircc, rnaking the plan tax cfficicnt. 

Market Opportunity 

- We rccommcnd that a markct study be conductcd to cnsurc Ncwfoundland Power takcs 

advantagc of compctit~ve fccs and ratcs. 

Contracts 

- We rccornmcnd that Ncwfoundland Powcr ask Great-West Life to rewrite thc currcnt policies 

or altcrnativcly ncw policics will bc provided by a new insurcr. 

Consulting Fees 
- We recommend that Newfoundland Powcr pay thc consulting fees through con~missions. 

Based on tlic curl-cnt 50150 cost-sharing agreement witli employccs, this approach will rcsult 
in sharing thc cost of consulting scrviccs witli employccs on a 50150 basis or to thc cxtcnt 
that employccs participatc in prcmiurn costs. No salcs tax will bc applicable. 

Underwriting Agreement Recotnmendation: 

Newfoundland Power lnc. 
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Executive Summary 

- Wc rccomn~cnd that thc underwriting agrccmcnt be revlcwcd to cnsurc it rcflccts the 

financial agrccmcnts between Grcat-Wcst Llfe and Ncwfoundland Powcr. 

Wc thank Ncwfoundland Powcr for this opportunity to work on this mandatc. We hope throughout 

this process that wc have becn able to dcmonstratc thc high quality of consulting sc~vices we provide 

to our clients, thc high lcvcl of cxpertisc wc dcvotc to cach mandate, and the sophistication of the 

tools, tccl~nology and proccsscs wc use in providing added valuc to our work 011 behalf of clicnts. 

Next Steps: 

We would be dclighted to work with Ncwfoundland Powcr in ordcr to implement the 
rccommcndations we have madc and to achicvc thc appropriatc savings. Our on-going role with 

Newfoundland Power would cnsurc a long t c r n ~  strategic approach to benefit planning and day-to- 

day plan management. I11 ordcr to procccd, we suggest the following approach: 

- Ncwfoundland Powcr appoints Aon as consultant to the plan. 

- Aon ncgotiatcs with thc provider immediately to achieve dcsircd objectives and savings. 

- Aon engages in a markct study to cnsurc appropriatc ratc basis. 

- Aon works with Ncwfoundland Powcr on an ongoing basis. 

Rcspcctfully submittcd, 

Shcrry Lee Gregory, B.Comm., CEBS 
Scnior Consultant 
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Plan Design 

In ordcr to evaluate the Newfoundland Power plan design wc compared thc plan against several 
benchniarks. Appendix A contains a comparison of Newfoundland Powcr against a) a recent 
national survey of 600 group insurance plans covcring 150,000 cmployccs, b) thc cnergy and 
utilities section of the suivcy covcring 60 plans and 20,000 elnployccs and c) a natural gas 
organization with a similar number of employees. 

Comments: 

Ncwfoundland Powcr docs not have a fom~al statcmcnt of benefits plan philosophy 

Ncwfoundland Power providcs bcnefits to cn~ployccs in ordcr to attract and rctain its 
workforce and to providc competltlve total compensation; Ncwfoundland Powcr desires to 
providc benefits at thc 75"' percentile or abovc. 

Ncwfoundland Power human resources rcprcscntatlves fccl that cmployccs arc gcncrally 
satisfied with the current lcvcl of bcncfits. 

Thc comparison suggcsts that thc Ncwfoundland Power plan is highly compctitivc. Arcas to 
be notcd includc thc following: 

Thc basic life insurance bcncfit is providcd at a lcvcl of two times thc bcnchmark, 1.c 

four times carnlngs versus the markct lcvcl of two tlmes earnings. 

Dcpcndcnt childrcn arc covcred up to agc 23, or age 25 if a full time student, thc 

nolnl is agc 21, or agc 25 if a full time student. 

The all-sourcc maximum on thc long tern1 disability (LTD) plan is 100% of pre- 
disability earnings; this is high compared with the bcnchmark at 85% earnings and 
may be a dctcrrcnt to return to work for disablcd individuals. 

Under the health insurance plan, the paranicdical practitioner lilnit is low at 
$250/calendar year, colnparcd with thc bcnchmark of $500/calciidar year. 

Also undcr thc hcalth insurance plan, survivor bcaefits do not havc a tcrminatlon agc; 
the bcnchmark plans provlde survivor bcncfits for 24 months. Lack of a tcnnination 
agc nlay rcsult in significant extra costs for Ncwfoundland Powcr. 

Dcntal covcragc is optional; the bcnchmark plans includc dental as mandatory 
coveragc. 

Rctiree life insurance bcncfit is $10,000, and this is insured as a paid-up life 
insurance benefit. 

hewfoundland Power Inc. 
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Plan Design 

Recommendations: 

- Wc recon~mcnd that Ncwfoundland Power devclop a Statcmcnt of Plan Objcctivcs to provide 

a link with ovcrall human rcsource and corporatc strategy. 

- Wc rccommc~ld that Newfoundland Powcr review and rcvisc the plan design to mcct thc 

dcsircd lcvcl of compctitivcncss of tlic bcnefit plan in thc marketplace. 

Comments: Prescription Drugs 

Thc prescription drug plan is based on thc Ncwfoundland Provincial Forn~ula~y. According 
to Great-Wcst Life, a Ncwfoundland Powcr Advisoly Cotnniittcc dccidcs twice a year which 
additional drugs from the National Formulary (NASA) arc addcd to thc plan. 

- Thcrc has ncvcr bee11 an audit to confirn~ the quality of claims payrncnt by Grcat-Wcst Lifc. 

- Who is on the Advisory Cornmittcc? Are thcy at arms length with cn~ploycr? What arc the 

dccision critcria? 

- It would bc intcresting to scc what perccntagc of prescriptions and cost thcy rcprcscnt and to 
what cxtcnt they are the source of incrcascd costs. NASA covcrs 85% of drugs so extra DINS 
could bc significant. (GWL says they don't havc the list of thcsc DINS?) 

Maybe "extra DINS" should not be covercd for all insureds. If thcy are second and third line 
therapies, thcy should bc covercd only whcn thc first linc thcrapy on Provincial For~nulary 
has failed or cannot bc used for spccific hcalth rcasons. In othcr words, covering morc than 
tlic Provincial Formulary could bc conditional for all claimants. An analysis could confirm 
thc cxtcnt to which a more cxpcnsivc sccond or third linc drugs atnong thcsc "extra DINs" 
havc bcen rcinlbursed without using a first line thcrapy covcrcd undcr tlic provincial 
fonnulary. This Stcp Therapy approach would allow the plan to control all claims in real time 
with only a minority undcr prior authorization. (Prior authorization is ancxpcnsive cost 
containnient mcasurc.) 

- Ncw NASA dtugs could be cxcludcd for futurc rctirccs 

- Coinsurancc is currently 80%; this could bc lower for cxtra DINs not covcrcd by thc 
Provincial Formulary, LC., 50%, 60%, 70%. 

- Somc of tlic covcrcd drugs rcquirc prior authorization; only a physical audit or data on thc 

pcrccntage of rejected clainis ovcr those submittcd for these drugs can confirtn that indccd, 
tliesc drugs are only approved for tlic right paticnts and the right hcalth problems. So~nc  of 
tlicsc drugs could be approved for off-labcl indication or they may havc bccn administered in 
a hospital cnvironmcnt, which should not bc rcimbursed by thc plan 
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Plan Design 

Grcat West suggested that obesity drugs are among those "cxtra DINS" but rnanaged 
under prior authorization. If so, this indicates that indccd, "extra" DINS" approvcd by the 
Adviso~y Co~nmittee could bc excluded from the plan, because covcring obesity drugs is 
not an absolute necessity. 

Mandato~y generic substitution : evcn with a "no sub" note fro111 the doctor, Great-Wcst 
Life cuts back to the cost of the generic. However, only an audit can confinn that the 
plan is managcd this way. If tightly managed, full savings are being realized. One way to 
quantify is to determine the pcrcentage of claims for multi-sourcc brand name drugs. 

Only an audit can confirm if these dlugs arc only approvcd for other than contraception. 

We did not discuss controls over reimbursement with GWL but if they don't apply a fee 
and margin cap to control the lnaxi~nun~ eligible amount, the plan could bc spcnding up 
to an additional 7%. 

We are not confidcnt that Great-West Life etlforces "secondary to government" paymcnt, 
thus Newfoundland Power may bc paying for costly drugs that are cligible for covcragc 
undcr the Newfoundland Govcmmcnt plans. 

Recommendations: Prescription Drugs 

- Wc recommend that Newfoundland Power conduct an audit of thc prescription drug plan 
to fully understand thc source of costs, to cnsurc Great-West Life is paying claims 
appropriately, and to proactively manage thc plan on a go-forward basis. 
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Life lnsurance and Dependent Life lnsurance 

1. Financial Arrangements 

- Basic and dcpcndcnt life insurancc arc utidcnvritteli on a refund accou~iting basis with 

aggrcgate stop loss at 125% of prcmiuni. 

Retention: 

General Adn~i~iistratioli 1.20% 

Profit 1.25% 

CSE $155/clairn 

- Cross-cxpcricncc rated with hcalth insura~icc 

- No waivcr of prcn~iuni. 

- Incurrcd But Not Rcportcd (IBNR) is 10.4% of refund billed premium. 

- Stop loss charge is 13.55% of billcd prcmium effective July 1, 2005. 

- Claims Fluctuation Reserve (CFR) rcquirenient is built illto the health insurance CFR (as 

long as the hcalth insurancc CFR rcmains at 20% of rcfund). 

Comments: 

- Lifc insurancc risk may outweigh bcncfits of rcfund undclwriting. 

- Life insurance claims expericlicc can be volatile - thc smallcr the group, the grcatcr the 

volatility. 

Compared agaltist Aon's national database, for a plan of this sizc, retention fccs, IBNR and 

CFR arc competitive. 

- Cross-cxpcrieticc rating methodology is questionablc, colisidcri~ig that non-taxable and 

taxable prcmiutns arc co-mingled; sce scparatc discussion regarding this point. 

With rcspcct to aggrcgate stop loss Icvcl and charges, in ordcr to evaluate propcrly we nccd 

dctailcd employee data. 

Recommendations: 

- Wc rccommcnd that Ncwfoundland Power consider non-refund accounting for life insurancc 

due to the relatively small sizc of tlic group and thc volatility of thc bcnefit. 

- If rcfund accounting is cont~nucd, we rccommcnd that the aggrcgatc stop loss lcvcl, and 

poolmg chargcs, bc evaluated to ensure opti~l~uni lcvel and compctltlvencss. 

- We rccommcnd that Ncwfoundland Powcr ccasc cross-cxpcrietice rating the lifc insurancc 

plan with thc health insura~icc plan; rcfcr to additional conilnents in the hcalth insurancc 

section. 
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Life lnsurance and Dependent Life lnsurance 

2. Rate History: 

- Life Insurance 

May1,2001 

July I ,  2003 

July 1, 2005 

- Dependent Life Insurance 

May1,2001 

July 1, 2005 

3. Claims Experience: 

Newfoundland Power Inc. 
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Life Insurance and Dependent Life Insurance Combined 

PERIOD 

Premium ($) 

Paid Claims ($) 

Loss Ratio (%) 

011081 00 - 
31/07/01 

435,288 

347,000 

80% 

01108101 - 
31/07/02 

437,645 

483,830 

11% 

01/08/02 - 
31/07/03 

440,645 

148,000 

34% 

01/08/03 - 
31/07/04 

410,672 

475,584 

116% 

01/08/04 - 
31/01/05 

211,387 

251,000 

119% 



Life lnsurance and Dependent Life lnsurance 

4. Renewal Analysis 

Comments: 

- Great-West Lifc and Morncau renewal docullients lack life insurance expericncc analysis and 

detailed rcncwal rate calculations. 

- Aon applied our life insurance rcncwal methodology and analyzed 4.5 years of claims 
cxpericnce, validated the credibility factor, and calculated the required adjustment based on 
the experience. Wc also validated the delllographic change calculated by Great-West Life. 

- Bascd on thc combination of tlie experience adjustn~clits on thc crcdiblc portion of the rate 

and the dcluographic adjustment on the non-credible portion of the rate, our calculatiotis 
support a required adjustment of 3.5%, (8.5% including the 5% for CFR), compared with 
10.25% ( includitig 5% for CFR ) rccon~mcndcd by Morneau 

- Current market conditions may provide for more competitive rates, especially on a non- 
refund method of underwriting. 

Recommendations: 

- We rccotnmet~d a ~narket study bc conducted to ensure competitive prclniuni rates. 

- We recolnmcnd an annual detailed analysis of proposed insurer rcncwal rates. 

5. Cross-experience Rating 

Comments: 

- The cost sharing arrangement is such that for certain eniployees (depending on tlic salaly 
Icvel) tlie life insurance benefit is paid with both employer and e~ilploycc contributions. 

- Employer contributions to the life insurance plan create a taxablc benefit to employecs. 
Employer colltributiolls to the health insurance plan do not have tax iniplications for 

employees as thcsc cotitributions do not create a taxable beliefit for cn~ployccs. 

- The life and health illsurancc plans are currently cross-experience rated. 

- When life insurance surplus is uscd to support the health insurance benefit, part of the 
premiums being transferred are those on which cniployccs have paid tax. Similarly, when 
health premium is used to support life insurance plan deficits, this creates a taxablc bcllcfit 
for employees to tlie extent that thc employer has contributed to the premium bcing 
transferred to the life plan, however, thc co-mingling of funds hctwccll the life and health 
insurance plans makes it difficult to track taxable benefits for employees. 

When life insurance fu~lds arc transferred to the health plan, en~ployces pay unnecessary tax 
on the eniploycr portion of these funds. This has amoutited to thousands of dollars of 
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Life lnsurance and ~ e ~ e n d e n t  Life lnsurance 

additional taxes paid by en~ployees ovcr the past 10 - 15 years. For example, during the 

August 1, 2003 to July 3 1, 2004 period $268,537.27 was transferred from the CFR to covcr 
dcficits in the life and health insurance plans. Of this, $108,435.76 was used to cover a 

health insurance plan deficit. Assuming that thc funds rcprescnt surplus from the life 
insurancc plan, and assuming 50% cost sharing, and a 40% tax rate, employees paid $21,687 

in ulnlecessary taxes. (From the fillallcia1 statenlent we were also unable to track the source 

of the funds held in the CFR.) 

This practice may not mcct Canada Revenue Agcncy (CRA) guidelines. 

Recommendations: 
- We recommend that the practice of cross-expcricnce rating be terminated in order to avoid 

co-mingling of taxable aud non-taxable employer p r c l ~ ~ i u ~ n  contributions, and to ensure the 

plan meets with CRA guidelines. 
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Long Term Disability Insurance 

1. Financial Arrangements 
- Thc LTD plan was undc~wsittcn on a rcfund accounting basis with 2 yeas durational pooling 

until July 1,2005. 

- As of July Ist, 2005, a non-rcfund accounting nlcthod of undc~writing was adoptcd. 

Comments: 

- Rascd on thc small sizc of the group rclative to the high risk of this bcncfit, wc agrcc with thc 

dccision to movc to a nou-rcfund accountnlg as of July I, 2005. 

Recommendations: 
- Wc recommend continuation of thc non-refund accounting methodology for ihc LTD bcnefit. 

2. Rate History 

- Refund: 

May 1,2001: Div l $2.58 Div 2 $3.08 Div 5 $2.28 

April 1, 2002: Div 1 $2.84 Div 2 $3.39 Div 5 $2.51 

Non-refnnd: 

July 1,2005 Div l $3.80 Div 2 $4.54 Div 5 $3:36 

3. Claims Experience 
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Long Term Disability Insurance 

4. Renewal A~~alys i s  

Scc Appcndix A 

Comments: 
- Thc Momcau rcncwal documcnt lacks indcpcndcnt analysis of the rcncwal ratc rcqucst from 

Great-West Lifc. 

Aon applicd our LTD rcncwal n~ethodology to analyzc 4.5 ycars of clainls expericncc. We 

validatcd thc credibility factors applied to thc clai~us expcricncc, and we calculated and 
validated the Disabled Lifc Reserves. We also validatcd the denlographic change calculatcd 

by Great-Wcst Lifc. 

Based on our calculations, thc con~bination of thc expcricncc adjustments on the cicdiblc 

portion of thc ratc, and the dctnographic adjustmcnts on thc non-crcdible poltion of the ratc, 

rcsults in a calculatcd ratc lncrcasc of 9.4%. 

Our calculations do not support thc 3 1 % LTD ratc incrcasc imple~~~cntcd  on July 1, 2005. 

A 9.4% ratc incrcasc rcprcscnts over $13 1,000 of annual savings comparcd with the 3 1% 

ratc incrcasc in~plcmcntcd on July I ", 2005. 

- We rccolllmcnd that thc LTD ratc bc re-ncgotiatcd with Grcat-West Lifc to achicvc 

approxin~atcly $13 1,000 of savings annually. 

- Wc recommend that Ncwfoundland Power conduct a market study to cnsurc compctitivc 

prctnium costs 

- Wc rccomrncnd an annual detailed analysis of proposcd insurcr rcncwal ratcs. 

5. Tax Considerations: 

- Thc LTD plan is non-taxablc 

- The cusrent approach shows 50150 ovcrall cost sharing with cmploy,cc prctuium allocatcd to 

show 100% cmploycc paid LTD plan. 

- T h ~ s  may bc offsidc wlth CRA (Rcf 930963 - 2003, and 005068-2000). 

CRA docs not rccognizc thc re-allocation of employcc prctuiums for reducing tax 

liabilities. 

Tax status is dctcrmincd by defining who is legally obligatcd to pay disability 

prcmium. . Motncau rencwal documcnt provides cvidcncc of thc practicc of re-allocation. 

CRA may find that the current practiccs rcsult in a taxable, cost-shared plan. 
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Long Term Disability lnsurance 

Recommendations: 
- We recommend that thc LTD plan cost sharing bc amended to ensure CRA guidelines arc 

mcl. 

- Wc recommend that Newfoundland Powcr ensurcs that thc Icgal obligation to pay LTD 
premium is that of the employee. 

- We recom~nend that Newfoundland Powcr ensurcs thal all documentation and 

comtnunication rclatcd to thc plan reflects this obligation. 
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Short Term Salary Continuation 

Comments: 

We do not have details of thc shost tcml salary continuation plan except that we understand 
that up to 15 weeks of full salary is payablc to employees on a scale that increases the 
numbcr of weeks paid with ycars of selliice. Ncwfoutidland Power pays salary cotltiliuatioti 
benefits without third-pasty claims adjudication. 

Recommendations: 
- Wc rccommcnd that Ncwfoundland Power engage a third-pasty claims adjudicator to assess 

short tcrm disability claims. This practicc will cllsure only appropriate claims arc paid, and it 
may enhance the level of intervention prior to claims becoming long tcsm claims. This 
practice also hclps to protect thc privacy rights of individuals. 
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Health Insurance 

1. Financial Arrangements (#44349) 

- Tlie health insurance plan is undctwrittcn 0x1 a fully insured, experience-rated refund 

accounting basis. 

- Tlie health insurance plan is cross-rated with the life insurance plan. 

- The IBNR is bascd on the last 3 months of actual run-off plus 10%. 

- The CFR requirement is 20% of refund liealtli premiu~i~. This amount covers tlie life 

insurance CFR as well. 

- Retention: 

General admin 1.20% of billed preniiu~il 

Profit 0.50% of billed p r e ~ ~ ~ i u n ~  

Health Care 5.05% of billed premium 

Vision Carc 5.05% of billed premium 

Pay Direct Drugs $1.45 per DIN 

Comments: 

- When con~pared against Aon's national database for a plan of tliis size, thc IBNR, CFR and 

rctctition charges arc competitive. 

- We note that Grcat-Wcst Lifc was prcparcd to reduce retention charges under an 

Administrative Services Only (ASO) method of undcnvriting, and we question why these 

reductions would not bc available with tlie current method of underwriting. 

- Reduced fees proposed by Great-West Life under an A S 0  alrangcment are as follows: 

II I Current I ASO II 

- We agree with the experience-rated refund method of underwriting for tliis benefit. 

General 
Adrninistratioii 

Dtug Claiiiis 

- We suggest that individual large amount pooling (ILAP) bc addcd to the plan as an additional 

risk control to protect thc plan against high individual claim amounts. 

- The Morneau and Great-West Life rcncwal documentation suggcst that ILAP of$10,000 is 

an appropriatc lcvcl of pooling at ratcs of $2.41 (single) and $8.45 (family). 

- Our approacl~ to ILAP is to examinc thc details of the plan claims experience to determine 

the optimal pooling lcvcl. We then calculate an appropriate pooling premium. 

1.2% billed preinii~rn 

$1.45/DIN 
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Health lnsurance 

- In our opinion, the pooling ratcs provided by Great-West Life in thc rcncwal arc cxccssivc 
taking into account that the travel bcncfit is poolcd scparatcly. 

Recommendations: 
- Wc rccon~mcnd that thc cursctlt nlcthod ~Cundcnvriting be continued. 

- We rccommcnd that negotiations take place with Great-West Life to reduce rctcntion cbal.gcs 

to those available under ASO. This represents approximately $15,000 allllual savings. 

- We rccommcnd that ILAP be addcd to the plan and that an assessment bc pcrformcd to 
detcrminc thc appropriate ratcs and optimal pooling limit. 

2. Rate History 

- Rctircc 651 

- Employcc and Retiree < 65 

Single 

Family 

3. Claims Experience 

05/01 

$54.33 

$102.52 

Single 

Family 
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04/02 

$63.77 

$125.84 

05/01 

$36.57 

$89.81 

HEALTH, VISION AND DRUG BENEFIT COMBINED 

PERIOD 

Premium ($) 

Paid Claims ($) 

1,oss Ratio ( O h )  

06/04 

$76.52 

$151.01 

04/02 

$41.44 

$104.25 

01/05 

$80.35 

$158.56 

01/08/03 - 31/07/04 

1,867,286 

1,770,930 

95% 

06/04 

$49.73 

$125.10 

01/08/04 - 31101105 

1,080,404 

903,200 

84% 

01/05 

$52.22 

$131.35 



Health lnsurance 

4. Renewal Analysis 

- See Appendix A 

Comments: 

- Wc applied Aon health insurance plan renewal methodology, and bascd on our calculations, 

wc gcncrally agrcc with thc renewal analysis prcparcd by Great-Wcst Lifc and thcir 

proposcd ratc rcquircmcnts. 

- Morncau analysis of thc rcncwal was limited. 

Recommendations: 
- We rccon~mcnd continuation of thc status quo for this plan with rcspcct to thc ratc basis. 

5. Rate Structure/Cross Subsidization 
- Prcmiuln and claims are combined for activc cmployccs, rctirees under age 65,  and retirees 

age 65 and ovcr. 

- The cost sharing is on a 50150 basis for active employees and retirees under agc 65.  For 

rctirees over age 65,  the employer pays 100% of premium. 

- Claims Expcricnce Loss Ratios arc as follows: 

Comments: 
- Bccause thc ratcs are blended for each of thc tlirec groups: activc, rctirccs lcss than agc 65,  

and rctirees agc 65  and o v c ~ ,  and bccausc of thc foregoing clain~s cxpericnce, this has crcatcd 

a situation in which activc en~ployccs subsidize ratcs for rctirccs. 
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Health Insurance 

Recommendations: 

- We reconln~cnd that Newfoundland Power engage in a study to dctcrrninc the long term 

impact of blcnding rates for active en~ployees and rctirces in ordcr to proactively nlanagc the 

health insurancc plan and to ensure the continued feasibility and attractivcncss of the health 

insurance plan for activc cmployees. Cost containment mcasures rclatcd to retircc health 

insurance arc outlined in a separate section of this report. 

Newfoundland Power Inc. 
Comprehensive Review of Group insurance Plan 



Dental Insurance 

1.  Financial Arrangements (#135435) 
- Thc dental insurance plan is an optional benefit. 

- 'The e~nployee pays 100% of the dental prelnium (except for executives who have acccss to a 
health care spcnding account (HCSA) for dcntal sc~viccs only). 

- Thc plan is ulldcnvrittcri on a non-rcfund cxpcricticc-ratcd basis. 

- Policy #I35435 also includcs fully insurcd Global Mcdical Assistancc (GMA) and fully 
insured Out-of-Country Emergency Travel Bencfit. 

- Out-of-provincc and out-of-country pooling claims arc movcd from policy #44349 to policy 
#135435. 

Comments: 

- Based on Aon's national database for plans of similar sizc, thc administration chargcs for thc 
dcntal plan may not bc compctitivc. 

The optional ~iature of the plan is unusual for an eniployer such as Newfoundland Power in 
that competitive employers typically provide dental as a mandatory cost shared plan. (Refel 
to com~ncnts related to plan design.) 

Recommendations: 
- We rccommend that the administration charges be re-negotiated with Grcat-West Life. 

- We rccornnicnd that a market study bc conducted to ensure competitivc administration 
charges. 

- Give11 the need of Newfoundland Power to recruit large numbers of cmployccs in the futurc, 
we recommend providing dental on a mandatory, cost shared basis, undcnvritten on a refund 
accounting basis. 

2. Rate History 
- E~nployccs (Retirccs agc 65 and ovcr arc not eligible for dcntal covcragc) 
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Single 

Family 

04/02 

$28.52 

$66.84 

05/01 

$25.46 

$59.68 

06/03 

$28.52 

$66.84 

06/04 

$29.86 

$69.98 

07/05 

$29.86 

$69.98 



Dental Insurance 

3. Claims Experience 

4. Renewal Analysis 

- Sce Appcndix A 

De~ital lrisurance 

Comments: 

Paid Pse~niuins ($) 

Paid Claims ($) 

Loss Ratio (%) 

We uscd AOII dental insurance plan renewal nicthodology, and based on our calculations, we 

generally agrec with thc rcncwal analysis prepared by Great-West Life and their proposed 

rate scquiscnicnts (not withstanding our carlicr commcnt regarding thc non-co~npetitivc~~css 

of thc ad~ninistratioll fccs). 

Morneau atlalysis of tllc rcncwal was limited. 

01/08/02 - 31/07/03 

178,487 

138,901 

78% 

Recommendations: 

- We recommend that Ncwfoundland Powcr co~lduct a tliarkct study to ensure compctitivc 

prcniium costs and sctcntion chargcs. 

01108103 - 31/07/04 

160,213 

128,951 

80% 
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Out-of-Country Emergency Travel Insurance 

I .  Financial Arrangement 

- Thc clnclgcncy out-of-provincc/out-of-country travcl bc~lcfits arc undcrwritten on a fully 
pooled basis, as is the Global Medical Assistallcc benefit. 

- Ratcs arc blclldcd for activc cmployccs and retirees 

- Travcl bcncfits arc itlcludcd as part of thc ovcrall hcalth insurancc plan 

2. Rate History 

- Retirce I Active 

Comments: 

Based on our knowledge of thc markets, thc currcnt travel ratcs appcar to be high. Thc 
prcmiutn for this covcragc is cuxcntly approximatcly $130,000 pcr year. Wc cstimatc a 
compctitivc prcmium lcvcl of approximately $75,000, resulting in savings of ovcr $50,000 
annually. 

07/05 

$3.76 

$10.34 

Single 

Family 

- Thc currcnt arrangcmcnt rcquircs that all employees who participate in the Ilcalth insurancc 
plan must also havc thc travcl bctlcfit as the two be~lcfits are linked. Ncwfoulldland Powcr 
has a numbcr ofe~nployecs and rctirecs who never travcl, thus this benefit has no value to 
thcsc participants. We suggcst that the travcl plan be set up as a separate bellefit that is 
provided to e~nployccs and rctirccs on an optional basis. Furthcr premium savings would 
rcsult from this change. 

Recommendations: 

05/01 

$1.88 

$4.83 

- Wc recommend that the travel ratcs bc rc-negotiatcd to achicvc approximately $50,000 of 
annual savings. 

- Wc recommend a ~narkct study to cnsurc the compctitivcncss of rates. Special risk i~lsuratlcc 
providcrs should be considered to underwrite the travel bc~lcfits as part of this process. 

04/02 

$2.68 

$7.37 
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Retiree Considerations 

I .  Current Situation: 

- Ncwfoundland Powcr provides rctirec covcragc to: 

Retirees less than age 65; 50150 cost sharing. 

Rctirees grcatcr than age 65; 100% employer paid. 

Whcn rctircc benefits introduced costs wcrc low, and the numbcr of rctirccs was 

relatively small. 

Currently thc number of retirees cxcceds the numbcr of active cmployees. 

2. Claims experience: 

- Active 

- Rctired lcss than agc 65 

- Rctired grcatcr than age 65 

3. Benefits are collectively bargained 
- Contract references "Regular" and "Tcmporary" cmployees only; no mcntion of Rctirecs, 

no mcntion of 100% enlployer contribution for Rctirees agc 65+ 

4. Canadian landscape (recent surveys): 
- 54% of Canadian enlployers offer post-rctircmcnt bcncfits. 

- CICA 3461 requirements for thc recognition, mcasurcmcnt, accrual and disclosurc of futurc 

retiree benefits since Jan 1,2000 has added additional financial burden. 

- Rising health care costs arc continuing. 

- Aging workforcc is also a contributing factor, cspccially for maturc organizations. 

- Significant changc is anticipatcd. 

- Onc -third of cmploycrs are cxpccted to drop post-rctircmcnt health plans in the near hturc. 

- L,argc nunlbcr of cmploycrs making changes. 

- Of those cmploycrs planning to make changes: 

90.8%plan to change benefit.~,forjttztre retirees 

84.2%plan to change bei7ejts,for new hires 

25.0%plan to change benejts,fi~i* ctri-rent retirees 

- Thc naturc of anticipatcd cliangcs: 

38.9%plan to intr-odtrce or increase i*etireepremizi1~7s 

33.3%plan to change dehtctihle or. coinsurance 

23.1% plan to change lijerime maxitnztni 
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Retiree Considerations 

3 7.0% plan to reduce coveragejbi. certain services 

32.4%plan to eliminate benefit coverage,for certain services 

5. Judicial restrictions re: changes to retiree benefits 
- Dayco Canada Ltd. V. CAW Canada 

Suprc~nc Court rulcd that an cmploycr cannot rcduce or clirninate post-retirement 
beliefits as they vcst with the cmploycc on rctircnicnt. 

- Ormrod v. Etobicoke( Hydro-Electric Commission) 

Employer attclnptcd to rcducc contribution to prcniiuni 

Scttlcd out of court but principles of Dayco prcvailed 

- Kranjec v. Ontario 

Etnploycr changcd bc~icfits for both activc and retired employees in "lock-step" plan. 

Rctirccs content that employer could not reduce benefits, sccking damages for breach 
of contract, breach of fiduciary duty, and sccking punitive damages. 

Comments: 

- Changcs arc difficult but not impossible. 

Recommendations: 

Wc recommend thc followi~ig actio~is for Ncwfoundla~ld Power: 

- Cotisidcr currcnt retirees v. futurc rctirccs scparatcly. 

- Consider future hircs scparatcly, i.c., do not providc rctircc coveragc to futurc hircs. 

- All plan provisions, docurncntation, and comniunication should rcscrvc thc right of 
Newfoundla~ld Powcr to niakc plan a n ~ c ~ i d n i c ~ ~ t s  at its discretion. 

- Any changes should be riiadc with "Reasonable Notice". 

- Plan design solutions are available to ~nanagc the cost of post-rctircmcnt beticfits as follows: 

Future Retirees: 

P Eliminate coverage: sct up access to individual covcragc, 100% c~nploycc 

paid 

> Maintain coverage: but ititroduce cost-sharing; rcv~sc plan dcsigli to onc 

niorc cfficicnt at ~nallagitig costs 

P Adopt defined contribution approach: limit e~nploycr contribution to a 
spccific aniouut subjcct to inflation, or a specific pcrccntagc. 

> Ensure member's spouse at time of retirement is the only eligible spouse 
for the life of the retiree: rcward thc family of the c~i~ploycc who scrved thc 
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organization over an extended period of time, not a perk for individuals who 

never had a relationship with the employer 

P Provide that  surviving spouses lose coverage if they re-marry o r  enter 
into a common law relationship; same premise as above 

P Apply more stringent minimum service requirements for eligibility for 

retiree benefits 

P Pro -rate employers premium contribution based on employec's length of 

service before retirement 

> For employees who retire and work for another employer, introduce 

provisions that  make any benefit plan with subsequent employer, first 
payer of benefits. 

Current Retirees: 

P Introduce parallel (voluntary) plan with reduced health benefit levels, 
i.e., lnanagcd dlug forinula~y, highcr co-iilsurance 

P Add less expensive benefits 

o Critical Illness 

o Incrcase Life Illsurancc 

o Non-medical travel insurance 

o Etihanee pension benefits 

o Any combination of thcse 
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Cost Sharing and Tax Efficiency 

1.  Current Arrangement 

Ernployces are not provided with a global conipensation statement to conl~ilunicatc the valuc 
of bcncfits and thc valuc of employer contribution to benefits. 

The link between the cost sharing arrangement and compciisation atid FIR strategy is not 

clcar. 

Benefits arc cost shared between eniploycc and cmployer on a 50%/50% basis with prcmium 

for LTD coverage allocated to achicvc 100% employee payment. 

The cunent arrangement is not tax effective as the employer colitribution to lifc insurance 

creates a taxable bencfit for cmployccs. Thcrc arc a number of ways to achieve tax efficiency. 

Following we note one possible solution. 

- The retiree life insurance be~icfit of $10,000 is currently providcd as a paid-up lifc insurancc 

bcnefit. Employcr contribution to the premium creates a taxablc bcncfit for retirees, and the 

purchase of paid-up lifc insuraticc is not efficient. 

2. Proposed Solution for Tax efficiency 

- When an employer pays premium for ail LTD benefit, tlie prc~iiiuni paid by the employer is 
not a taxablc benefit to the cn~ployce, however thc bcncfit payment to the employee is 

taxablc. In contrast, lifc insurancc premiun~s paid by the employer are a taxable bcncfit to 

c111pl0yccs. 

- New thinking in this area focuses on the fact that only a very small minority of employees 

will ever be in receipt of disability payments, but a// elliployecs arc covered for lifc 

insurance. If the cost sharing portion of the cniployee is first applied to tlie lifc ilisurancc 

benefits (Basic and Dcpendcnt), this results in the elimitiation of the taxable bcnefit for all 

cniployecs. However, by having employees pay 100% of life insura~ice premium, and having 
the employer colitribute toward LTD premium, LTD bcncfit payments bcconic subject to 

taxation, but only for disabled employees. 

Chaligi~ig the bcncfit from the current 60% non-taxablc to 66.67% taxablc would help to 
mininiizc the impact on the elnployccs and should have no impact or a small reduction on thc 

ratc. Under this scenario, e~liployccs earning less than $50,000 annual salary would see no 

change in  disability income. For cniployees car~iing higher salaries, thc difference would be 

such that for so~neone earlling 5; 100,000 amlual salary, would bc rcccivillg 50% of the pre- 

disability gross income instead of 60%. Below are graphs depicting the take home illcome 
for a 60% non-taxable benefit ( Plan A) compared with the take home net inco~nc for a 

66.67% taxablc bcncfit ( Plan B). 
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- One option that could be considered is that the benefit be changed for all employees other 
than executives. 

- Another option, in order to control the experience and introduce an incentive for disabled 

employees to go back to work, would be to introduce a lower all-source maximum to the 
actual plan so that a disabled employee could only attain 85% of the pre-disability income 
instead of the 100%. On the market, an 85% all-source maximum for integration is the norm. 

Long Term Dlsablllty 
Comparlson of Net Monthly Disability Income 

Scenario 1 - Slngle employee, no children 
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Cost Sharing and Tax Efficiency 

Long Term Disability 
Comparison of Net Monthly Disability Income 

Scenario 2 - Married employee, 2 children 

Recommendations: 

- We recommend that Newfoundland Power revise cost sharing to ensure a tax effective 
approach. 

- We recommend that Newfoundland Power provide a total compensation statement to 
employees to communicate the value of benefits and the employer contribution. 

- We recommend that Newfoundland Power develop strategy regarding cost sharing for the 
benefit plan. 

- We recommendation that Newfoundland Power convert the $10,000 paid-up life at age 65 to 
a death benefit payable by the company as income tax legislation states that a company may 
pay out a "death benefit" of up to $10,000 per insurable benefit to the retiree, without the 
payment being taxable in the hands of the beneficiaries. While this change would not impact 
the employer's requirement to include this benefit as a future obligation, it would eliminate 
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Cost Sharing and Tax Efficiency 

premium taxcs as well as thc administration fccs involved. Most impoitantly this changc 

would also clin~illatc the taxable bctlcfit to the rctiree, making the plan tax efficient. 
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Administration and Claims Payment Services 

The plans arc currc~itly sclf-adm~nistcrcd using thc tools and technology provided by 
Grcat- Wcst Lifc. Ncwfoundland Powcr uses internal rcsourccs to admitiistcr the plan and 

to answer employce cnquirics. 

- Our rcvicw of the administrativc and claims paylnclit an.angcmcnts iclatcd to thc plan 

suggcst that thc insurcr administrativc costs arc generally compctltivc; wc arc unablc to 

commcnt on thc cfficicncy of intcmal administration. 

According to Ncwfoundland Powcr IIR, plan n~ctilbcr scrvicc is of high quality, and 

insurcr web-hascd tools arc being used, but perhaps not to thc grcatcst cxtcnt possible. 

- Thcrc has not bccn an audit of claims paymcnt practiccs. 
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General Comments 

1. Market Opportunities 

Comments: 

- Great-West Lifc has been the insurcr for thc Newfoundland Powcr benefit plan sincc 1984. 
While there are many positive aspects of a long tern1 relationship, since 1984 Ncwfoundland 
Powcr has not taken advantage of opportunities to achieve rate rcduction through the 
compctitivcncss of thc markctplace. 

Recommendations: 

- We rccomtnend that a nlarkct study bc conducted to ensure Newfoundland Powcr takcs 
advantage of competitive fccs and rates. 

2. Contracts 

Comments: 

- Thc currcnt policics rcflcct contract wording, somc of which is morc than 20 years old. A 
rewritten contract with up-to-datc wording would bc bcncficial, as il would simplify thc 

currcnt contract. 

Recommendations: 

- We rccolnmend that Newfoundland Powcr ask Grcat-West Lifc to rcwritc the current policies 
or alternatively new policies will be providcd by a new insurcr. 

3. Consulting Fees 

Comments: 

Consulting services are currently being providcd to Newfoundland Power on a fcc-for-service 
basis. Great-West Lifc has confirmed there are 110 conlmissions payablc in the currcnt plans. 
Under this approach, Ncwfoundlaiid Power pays 100% of all consulting fccs plus applicable 
taxes. 

Recommendations: 

- Wc recommend that Newfoundland Powcr pay thc consulting fces through commissions. 
Based on the current 50150 cost-sharing agrccmcnt with ctnployees, this approach will result 
in sharing the cost of consulting scrviccs with ctnployccs on a 50150 basis or to the cxtcnt 
that ctnployccs paiticipatcd in prclniurn costs. No sales tax will be applicable. 
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General Comments 

4. Underwriting Agreement 

Comments: 

- An underwriting agreement reflects the terms and conditions of refund accounted 
benefits. At the beginning of our review, an undclwriting agrcclnent had not bee11 
executed. During the process, Great-West Lifc provided an underwriting agreement. 

Recommendations: 

- We rccom~ncnd that the undcrwriting agreement be rcvicwcd to cusure it reflects the 
financial agree~nents between Great-West Lifc and Newfoundland Power. 

Newfoundland Power Inc. 
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Appendix A: 

l~ewfoundland Power lnc. I 
Example of retiree mverage 

1 x salary plor ur age 65 
30 %of a s r y  al age 65 s u t W  lo s mar. of 1 2 5 . m  

~aduclible (hdbidual 1 family) D ~ g o  wly: 20% Max. S5perpre~vfptIon 

RdmbYRBm.nt 
0% Smlgnvsle morn 

DM(o(Msl$W 
DfexpsllOBO 
PBrps- 

(Sf .mPerlmru1 
- 0 u w e  me pmyioc~ 1m mwwlhr 

$150 per24monlhr 
I per26 months (I per I 2  monlhsfordepc~ildl I par 2 l  montha 

By pnUCnwiOn OnVlDNg card 

$250 lpredltionar lcalmda~year $4SOl pnc61mBrldBndBIyeBf 
(Chimptadw, dnimpMlrt@&Ui~, naulmpsU1, oeteopath, (a~~pun&lisl and hampath  n 0 1 m ~ ~ e d l  
wmlharap i r tand masseur) 

$5W/CBlendalpal 

$250 1 calendar year $450 1 calsndar ysat 

S605per 36 mnsesutivemmtha . $450 per48 m w u v u  monlha 

RBSmblsand WslOlnBrych~r(l89 
I c v s h  mada paw per calendarpar 1 custom made pal, per calendar year 

1.000 per Illness L'fBtima max. SY1,WO 

Msimum slay of6 m s  
OuUUds Of Canads 

SuMwbend l  Fw 1p0y.e - Fmrnri 

- Besic anrices - Endodonticand periodantic 

- Fw calendar year (exd. OModantis) 

703% Employer 
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Life and Dependent Life Insurance Renewal Analysis 
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Appendix 13: 

Newfoundland Power Inc. 
Life insurance 

June 1.2005 Renewal 
Employee and dependent life 

Experience results as of: 31-Jan-05 
Ciedibiiity: 47% 
interest Rate: 2.81% 
Retention (as % of premiums): 6.00% 

0110812000 to 0110812001 to 0110812002 to 0110812003 to 0110812004 lo Total I54 months) 
~ ~ 3 1 1 7 1 0 3 3 1 1 7 1 0 4 3 1 1 1 1 0 5  

Number of lives 
Premiums 
Number of months at adjusted rate 
Number of months in the period 
Rate changes 

as of 116101 
as of 116102 
as of 116103 
as of 116104 

Adjusted Premiums 
Adjusted Premiums with interest 

Number of months of interest 

Paid Claims 
Paid Claims with interest 

Number of months of interest 

Reserves 
Waiver of premium 
iBNR (10.4% of annuai premium) 10.40% 

Current value of incurred claims 

Adjusted ioss ratio before retention 

Retention (as % of premiums) 

Adjusted ioss ratio including retention 

Adjustment based on experience 

Demographic adjustment 

Required adjustment 

387,678 525,774 156,434 488,948 296.713 1,855,547 

0.8731 1.2108 0.3627 1.1581 1.3940 0.9542 

6.0% 6.0% 6.0% 6.0% . 6.0% 6.0% 

1.4% 

1.4% 

5.25% 

Non-Refund 3.50% 
Refund basis with 5% CFR margin 8.50% 

Adjusimenl proposed by Moroeau Nan-Refund 5.25% 
Refund basis including 5% CFR margin 10.25% 
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Appendix C: 

Newfoundland Power Inc. 

Long Term Disability 
June 1,2005 Renewal 

Experience resuits as of: 31-Jan-05 
Credibility: 41% 31% 
Current Rate: 2.84 
interest Rate: 2.81% 
Fees (as % of premiums): 17.00% 

8100-7101 8101-7102 8/02-7103 8103-7104 8104-1105 - -- - Total 
154 months) 

No. of lives 683 683 683 695 342 3086 
Premiums 360,692 573,160 629,711 634,180 336.520 2,534,263 
Number of months at adjusted rate 2 2 2 2 6 
Number of months in the period 12 12 12 12 6 
Rate change 

as of June I. 2001 60.9% 
as of June 1.2002 6.85% 6.85% 
as of June 1,2003 00% 0.0% 0.0% 
as of June 1. 2004 0.0% 0.0% 0.0% 00% 00% 

Adjusted premiums 562,967 605,509 629,711 634,180 336,520 2,768,887 

Adjusted premiums with interest to Jan 31, 2005 628,962 658,001 665,598 652,000 338,860 2,943,421 

Claims paid per year of payment (horizontal) and year of incurral (vertical) 
8/00 - 7101 63.065 
8101 - 7102 94,753 26.536 
8102 - 7/03 19.151 77,698 59,716 
8103 - 7104 20.853 31.640 225.238 28.249 
8104 - 1105 10;426 9,463 71;806 74,639 2,582 1681916 

Cumulative value of projected claims up to 3110112005 
8/00 - 7/01 69.972 69.972 

Reserves 
Disabled iives as of January 31.2005 
IBNR 

Present value of incurred claims 

Fees (as % of premiums) 

Loss ratio including fees 

Credibility per year (over 5 years) 

Adjustment based on experience 

Demographic adjustment 

Required adjustment 

Adjustment proposed by Morneau 31% 
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Appendix D: 

Newfoundland Power Inc. 

Health Care Analysis 

Renewal June 1,2005 
Number of lives: 

Rate Change 
6/1/2004 15.75% 

Number of months after renewal 2 
Number of months in the period 12 
Number of months of inflation 22 

Premiums 
- Paid 
-Adjusted 
-Pooiina 
-Participating 

Claims 
- Paid 
- Pooled claims 
- Reserve variation 
Incurred 

Experience loss ratio 83.22% 

Projection inflation of 6% GOO0/, 1.1127 

Incurred Claims with Inflation 382,030 

Fee factor (% of premium) 9.90% 

Required Premium 

Loss Ratio 

Credibility 

Final Loss Ratio 

Deficit recovery margin 

Proposed renewal change 

Great WesVMorneau 

81112004 Total 
113112005 18-mth 

Proposed 13.69% 
Sold 5.0% 



Appendix E: 
Dental ~ n s u r a ~ c e  Renewal Analysis 

--- 
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Appendix E: 

Newfoundland Power Inc. 

Dental Care Analysis 

Renewal June 1, 2005 
Number of lives: 

Number of months after renewal 
Number of months in the period 
Number of months of inflation 

Premiums 
- Paid 
-Adjusted 

Claims 
-Paid 
-Reserve variation 
lncurred 

Experience loss ratio 

Projection inflation of 6,50% 

Incurred Claims with Inflation 

Fee factor (% of premium) 

Rate Change 
4.70% 

Required Premium 

Loss Ratio 

Credibility 

Final Loss Ratio 

Deficit recovery margin (Not applicable because not  on retention) 

Proposed renewal change 

Great West/Morneau 

8/1/2004 Total 
1/31/2005 18-month 

6 
6 
13 

69.04% 74.36% 

1.0706 

60,861 204,700 

16.81% 

246,063 

98.91% 

100.00% 

98.91% 

0.00% 

-1.1% 

Proposed 1.00% 
Sold 0 0 %  

Total 
30-month 
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Monthly Premium Comparison 
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Appendix : F 

Newfoundland Power Inc. 

Monthly Premium Comparison 

BENEFITS No. Of lives 

Life 11 14 

LTD 684 

Health 
Drugs 1,246 

Vision Care 1.246 

Health Care 1.246 

Dental Care 226 

Total 

Monthly Savings 

Annual Savings 

Plus: Additional Estimated Savings 
- Reduced Health Administration Fees 
- Reduced Out of Country Travel Rates 

Total Savings 

Prior to 
1/6/2005 
Premium 

$30.532 

$50.831 

$132,149 

$10,078 

$33,396 

$12,766 

$269,752 

Proposed by GWL 
Premium Variation 

$35,518 16.33% 

$71,616 40.89% 

$157.918 19.5% 

$1 1,458 13.70% 

$35,750 7.05% 

$13,666 7.05% 

$325,926 20.8% 

As of 1/06/2005 
Negotiated by Morneau 

Premium Variation 

$33.662 10.25% 

$66,588 31 .O% 

$138,756 5 0 %  

$10,581 5.0% 

$35,066 5.0% 

$13,405 5.0% 

$298,058 10.5% 

Calculated by Aon 
Premium Variation 

$33,128 8.5% 

$55,609 9.4% 

$140,342 6.2% 

$10.209 1.3% 

$32,561 -2.5% 

$13,047 2.2% 

$284,895 5.6% 

-$13,163 

-$157,956 

-$15.000 
-$50.000 

-$222,956 


