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Q. Reference Volume 2, Tab 5, p. 19 1 
 2 

(a) Please provide the means of calculation for the annual premium paid by 3 
members of the NP Benefit Plan who are under the age of 65 years, and the 4 
amounts of premiums that have been charged to individual members for the 5 
years 2004 to date. 6 

 7 
(b) Please provide the total amount of premiums paid by retirees under the age 8 

of 65 years on an annual basis for the years 2005 to and including 2009. 9 
 10 
(c) Please provide annual financial statements for the NP Benefit Plan for the 11 

last 5 years. 12 
 13 
(d) Please confirm that retirees over the age of 65 years do not pay any amount 14 

to the NP Benefit Plan. 15 
 16 
A. (a) The rates and premiums for each benefit in Newfoundland Power’s Benefit Plan 17 

are determined by the insurer using different underwriting methods.  Below is a 18 
brief explanation of how rates and premiums are determined for each benefit. 19 

 20 
 Basic Life & Dependent Life 21 
 22 
 To calculate rates for the Life insurance benefits, the insurer will analyze the 23 

group’s demographics and claims experience.  A weighted average is then applied 24 
to the required rate changes resulting from these analyses.  The weighted average 25 
is based on the number of accumulated life years of the group with the insurer.   26 

 27 
 The demographic profile is based on the age and sex of employees and the 28 

volumes of insurance for these groups.  The claims experience includes an 29 
Incurred But Not Reported (“IBNR”) reserve and a Waiver of Premium reserve.  30 
These reserves significantly impact the claims experience.  IBNR reserves are 31 
required in order for the insurer to collect premium in the event of outstanding 32 
claims that have yet to be reported.  Waiver of Premium reserves are required in 33 
order to fund the waiver of premium benefit for those who qualify for Long-term 34 
Disability benefits.   35 

 36 
 The annual premium is based on the rate and the volume of insurance.   37 
 38 
 Long-term Disability (“LTD”) 39 
 40 
 LTD insurance rates are determined by the insurer in the same manner as Life 41 

rates, however, Disabled Life reserves (“DLRs”) are included in the claims 42 
experience.  DLRs are required in order to fund the liability the insurer assumes 43 
when a member is approved for an LTD benefit.  44 
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The annual premium is based on the rate and the volume of insurance. 1 
 2 

 Accidental Death & Dismemberment (“AD&D”) 3 
 4 

AD&D rates are based on the insurer’s manual rate for its block of business and 5 
the risk associated with the occupations of the group.  This rate is set by the 6 
insurer. 7 

 8 
 The annual premium is based on the rate and the volume of insurance.   9 
 10 
 Health Care 11 
 12 
 The Health Care rates are determined by the insurer based on the claims 13 

experience of the group plus plan expenses and an inflation factor and use the 14 
following calculation: 15 

 16 
a.  Net adjusted premium 17 
b.  Paid Claims 18 
c.  Pooled Claims 19 
d.  IBNR variation 20 
e.  Incurred claims = b-c+d 21 
f.  Inflation 22 
g.  Retention/expenses factor 23 

 24 
 Required rate increase = [((e x f) /(1-g) x a) – 1].   25 
 26 
 The annual premium is based on the number of members with single and family 27 

coverage.   28 
 29 
 Cost Sharing 30 
 31 
 The Newfoundland Power benefits plan is cost shared by the company and 32 

employees on an overall 50/50 basis.  Employee contributions are first allocated 33 
to LTD premiums in order to satisfy Revenue Canada requirements.   34 

 35 
 Premiums Paid 36 

 37 
Table 1 includes the benefit plan annual premiums paid by active employees and 38 
retirees under the age of 65 for basic life insurance, dependant life insurance and 39 
AD&D insurance during the period from 2004 to May 31, 2009.  Information is 40 
not available to separate premiums paid between active members and retirees 41 
under the age of 65 for basic life insurance, dependant life insurance and AD&D 42 
insurance premiums. 43 

44 
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 1 
Table 1 

Benefit Plan Annual Premiums 
Basic and Dependant Life, AD&D Insurance 

Active Employees and Retirees Under 65 
2004 to May 31, 2009 

($000s) 
 

  2004 2005 2006 2007 2008 2009
Basic Life 182 197 227 227 263 136
Dependant Life 8 7 6 6 8 3
AD&D 17 17 20 20 18 7

Total 207 221 253 253 289 146
 2 

 3 
Table 2 includes the benefit plan annual premiums paid by active employees and 4 
retirees under the age of 65 for health insurance during the period from 2004 to 5 
May 31, 2009.  Prior to 2006 information is not available to separate premiums 6 
paid between active members and retirees under the age of 65 for health insurance 7 
premiums. 8 
 9 

 10 
Table 2 

Benefit Plan Annual Premiums 
Health Insurance 

2004 to May 31, 2009 
($000s) 

 

  2004 2005 2006 2007 2008 2009
Active Employees  -  - 620 620 782 364
Retirees Under 65  -  - 253 253 313 145

Total 827 904 873 873 1095 509
 11 

 12 
Table 3 includes the benefit plan annual premiums paid by active employees for 13 
LTD insurance during the period from 2004 to May 31, 2009.  14 
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 1 
Table 3 

Benefit Plan Annual Premiums 
LTD Insurance 

2004 to May 31, 2009 
($000s) 

 

  2004 2005 2006 2007 2008 2009
Active Employees 300 400 462 462 282 135

 
(b) Please refer to Tables 1 and 2. 2 
 3 
(c) As Newfoundland Power’s non-pension retirement benefit plan is an unfunded 4 

plan, annual financial statements are not prepared.  Periodically, at the request of 5 
Newfoundland Power, the Company’s actuaries will prepare a report on the non-6 
pension retirement benefit expense for accounting purposes.  7 

  8 
This report, as at December 31, 2008, can be found in Volume 2: Supporting 9 
Materials, Tab 5 of the 2010 General Rate Application. In addition, the December 10 
31, 2006 report, filed in the 2008 General Rate Application, can be found in 11 
Attachment A. 12 

 13 
(d) Premiums for retirees over the age of 65 years are 100% employer paid under the 14 

Newfoundland Power Benefit Plan, however, benefit coverages for retirees 65 and 15 
over are reduced.  A summary of plan provisions and the reduction in coverage at 16 
age 65 is detailed in Appendix D of the Actuarial Valuation of OPEBs found in 17 
Volume 2: Supporting Documents, Tab 5. 18 



  CA-NP-305 
Attachment A 

Requests for Information   NP 2010 GRA 

Newfoundland Power - 2010 General Rate Application  

Report on Non-Pension Retirement Benefit Expense 
For the Fiscal Year Ending December 31, 2006 

Under CICA Section 3461 








































































