MINUTES OF THE HEALTH AND WELFARE TRUST COMMITTEE MEETING
November 26, 2012

University of Colorado System Offices
1800 Grant Street, Denver, 8th floor
Astronauts Conference Room

l. Call to Order; Introductions

Trust Committee Chair E. Jill Pollock called the meeting to order on Monday, November
26, 2012, at 4:35 p.m. Other trustees attending were Elizabeth Kissick, and Bonnie
Shelor. Todd Saliman gave his proxy to Jill Pollock and Anthony DeFurio attended by
phone.

Other attendees were:

e Tricia Strating, Professional Assistant to Vice President, Employee and
Information Service

Gena Trujillo, Plan Administrator

Brad Cornish, Mercer

Kristine McNamara, Director of Accounting Services, CU

Leah Cheney, Legal Assistant to Managing Assistant University Counsel
Paula Wallace, staff counsel representative from UCD

Cindy Birley, Trust Counsel, Davis Graham and Stubbs

Jeremy Hueth, Trust Counsel and System Managing Associate Counsel, CU
Jeff Johnson, UCH

Liz Jennings, Manager of Employee Benefits, UCH

Angela Brian, faculty counsel representative from UCB

Bruce Neumann, UBAB

Mark Stanker, Trust Plan Administrator and Assistant Vice President, Payroll
& Benefit Services, CU

e Don Eldhart, Treasurer, CU

Il. Approval of August 20, 2012 meeting minutes

There were no corrections to the August 20, 2012 meeting minutes.

Elizabeth Kissick moved to approve the minutes. Bonnie Shelor seconded the
motion. The minutes were approved 5-0.



Adoption of Trust Resolution

Adoption of the Trust Resolution with UPI and CU only.

Elizabeth Kissick moved to approve the resolution. Jill Pollock seconded the
motion. The resolution was approved 5-0.

Receipt of 1°' Quarter Financial and Utilization Reports

The following reports were received, copies of which are attached to these
minutes.

A. Financial
Kristine McNamara, Director of Accounting Services, CU
e FY13-Balance Sheet
¢ FY13-Statement of Revenues, Expenses, and changes in
Plan Net Assets

Question was raised by Jill Pollock with regard to the anticipated completion of
the external audit report. Answer: Prior to the calendar year.

B. Treasury
Don Eldhart, University Treasurer, CU
e Quarterly Report on Investments
e Bank and Investment Balances by day- FY13
e Monthly Minimum Resources
e Monthly Maximum Resources

C. Budget Performance
Mark Stanker, Assistant Vice President, Payroll & Benefit
Services, CU, and Trust Plan Administrator
e FY13- Budget to Actual + Projected Expense Report

D. Plan Utilization
Brad Cornish, Mercer
e Fiscal Year 2012 Q4 Financial Highlights
e Fiscal Year 2013 Q1 Financial Highlights

Elizabeth Kissick moved to approve the reports. Bonnie Shelor seconded the
motion. The reports were approved 5-0.



VI.

VII.

Public Comment Period
Public comments were received by Bruce Neumann from UBAB:

1. FY13- PEPM Costs:
Question to Brad Cornish from Mercer with regard to higher first quarter cost
increase from last year. (7.6% to 5% budgeted)

2. Shared Governance
Request for employee advisors to be part of the employers group.

3. COlIl with UCH/UPI

Mr. Neumann raised concern on behalf of UBAB with regard to perceived conflict
of interest with UCH/UPI. Jeremy Hueth, trust counsel, addressed his question
by clarifying that rates are set by a third party fiduciary rate. Mr. Hueth also
offered to attend the next UBAB meeting in order to answer any of their
guestions.

Meeting Schedule
The next trust committee meeting will be February 25, 2013 4:30 p.m. in the

Astronauts Conference Room, 8th floor, University of Colorado System Offices,
1800 Grant Street, Denver, Colorado.

Adjournment

Moved by Jill Pollock; seconded by Elizabeth Kissick. The meeting was
adjourned at 4:56 p.m.
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Treasury: Don Eldhart, University Treasurer

Quarterly Report on investments

Bank and Investment Balances by Day — FY13
Monthly Minimum Resources

Monthly Maximum Resources



University of Colorado Office of the Treasurer

Boulder | Colorado Springs | Denver | Anschutz Medical Campus

<)

Memo

To:  Members of the University of Colorado Health and Welfare Trust Board
From: Donald A. Eldhart, Treasurer

Date: November 5, 2012

Re:  Quarterly Report on Investments

The Trust’s investments at September 30, 2012, totaled $11.4 million. This amount was
invested in the BlackRock TempFund, a money market mutual fund rated AAAm and Aaa by
Standard & Poor and Moody’s, respectively. Money market mutual funds are permitted by
the Trust’s investment policy. The returns on money market fund remain are modest. Money
market funds provide a reasonable balance between safety and liquidity.

The pattern on the first chart for fiscal year 2013 through November 2nd shows that investable
balances have a great deal of intra-month volatility. On one day early in the quarter, the
investments totaled $15 million while on another day, the total available to invest had dropped
to $400 thousand. The month-to-month pattern is consistent with prior years; funds from
participants are received and invested near each month end, and claim payments are funded
from investments the following month. However, this year, payments for claims are occurring
every week day. In prior years, funding of similar claims occurred on a single day each week.

The second and third attached charts depict the minimum and maximum monthly investible
resources for fiscal year 2011, 2012 and 2013. Based on the data shown in these charts,
volatility of the minimum and maximum investable balances appears to be somewhat lower in
the second half of each fiscal year.

In terms of performance, the Trust’s investments in the BlackRock TempFund outperformed
all but 12% of ninety-nine money market finds within the Money Market Funds database, and
the annualized investment returns on the Trust’s money market fund’s of 16 basis points
(0.16%) for the quarter exceeded that of the benchmark, However, returns continue to be
unattractive compared to the Consumer Price Index which was up 0.95% for the quarter.

1800 Grant Street, Suite 600, Denver, Colorado 80203
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Budget Performance: Mark Stanker, as Trust Plan Administrator

FY13 - Budget to Actual + Projected Expense Report
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Fiscal Year 2012 Q4 Financial Highlights
Fiscal Year 2013 Q1 Financial Highlights
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November 19, 2012

University of Colorado Health and Welfare Trust
Final Fiscal Year 2012 Financial Highlights

¢ The final fiscal year results are 0.3% below budgeted accrual rates before
accounting for shared Rx revenue and 1.5% below budget after accounting for
shared Rx revenue.
o Budget: $150.73M
o Actual:  $150.35M (before Rx revenue)
o Actual:  $148.55M (after Rx revenue)

e These results are 0.7% better (lower costs) than preliminary reporting indicated

¢ Quarterly summary:
Quarter 1:  11.4% below budget
Quarter 2: 2.4% above budget
Quarter 3: 3.0% above budget
Quarter 4: 4.8% above budget
Year to Date: 0.3% below budget

+ All claims are measured on an incurred basis, and so estimates have been made for
those claims which have been incurred but not yet reported.

o Areserve of $12.3M has been calculated as necessary to provide for both incurred
but not reported claims ($9.9M) as well as claims reported as paid by Anthem and
Kaiser but not yet reimbursed to those vendors by the trust ($2.4M). The reserve
has been incorporated into the comparison of actual costs to budgeted rates
discussed above.

e There are 12 claimants with more than $250,000 in claims that have been both
incurred since self funded plan inception and paid in the tast 12 months. The largest
of these claims was just over $1.0M. The expected number of claims in excess of
$250,000 for the full year on a paid basis is 22.

Consulting. Outsourcing. Investments.
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November 2012

University of Colorado Health and Welfare Trust
Fiscal Year 2013 Q1 Financial Highlights

e For the first quarter, the trust results are 10.0% below budgeted accrual rates.
o Budget: $42.6M
o Actual:  $38.4M

« Actual to budget results are shown assuming a straight line budget; after accounting
for trend and seasonality, projected results point to an annual budget deficit of 2.0%.
o Results do not yet take into account Rx revenue sharing from UCH
pharmacy.

¢ Q1FY 2013 PEPM costs are 7.6% higher than Q1 FY 2012 costs.
e Q1 FY 2013 PEPM costs are 4.4% lower than full FY 2012 costs.

¢ All claims are measured on an incurred basis, and so estimates have been made for
those claims which have been incurred but not yet reported.

s A reserve of $13.2M has been calculated as necessary to provide for both incurred
but not reported claims ($10.9M) for Cigna, Anthem and Kaiser as well as claims
reported as paid by Cigna and Kaiser but not yet reimbursed to them by the trust
($2.3M). The reserve has been incorporated into the comparison of actual costs to
budgeted rates discussed above.

e This is the first report to make use of Cigna data, and since the incurred Cigna data
is extremely immature, it is likely to have a greater degree of variability than it will in
future quarterly reporting.

« No large claimant reporting on a 12 month basls is yet available due to Cigna
replacing Anthem.

Consulting. Outsourcing. Investments.



UNIVERSITY OF COLORADO HEALTH AND WELFARE TRUST

TRUST COMMITTEE RESOLUTION

WHEREAS, the University of Colorado, a body corporate and a state institution of higher
education of the State of Colorado (“University”) is the sponsor of, and the University of
Colorado Hospital Authority, a body corporate and political subdivision of the State of Colorado
(“Hospital”) and University Physicians, Incorporated, a Colorado nonprofit corporation (“UPI”)
are participating employers under, the University of Colorado Health and Welfare Plan (“Plan”)
which is funded through the University of Colorado Health and Welfare Trust (“Trust”);

WHEREAS, on October 1, 2012, the Hospital employed several thousand former employees of
the City of Colorado Springs, Colorado who were employed at Memorial Hospital on September
30, 2012 (“Memorial Employees™);

WHEREAS, the Hospital desired to provide deductible credit under the Exclusive Component
Document under the Plan for the plan year ending June 30, 2013 to Memorial Employees for
deductibles incurred from July 1, 2012 through September 30, 2012 under the health plan
sponsored by the City of Colorado Springs, Colorado;

WHEREAS, the University of Colorado, the Hospital and UPI (collectively, the “Employers”)
agreed that the Plan be amended to provide for such deductible credit for the plan year ending
June 30, 2013, provided an agreement regarding the Memaorial Employees is executed;

WHEREAS, the actuary for the Trust determined that claims per employee for the Memorial
Employees have been significantly higher than the claims for the members of the Trust;

WHEREAS, based on the actuary’s analysis, the Employers agreed that quarterly true-up dates
for the remainder of the plan year ending June 30, 2013 regarding required contributions from
the three Employers may be necessary; and

WHEREAS, to facilitate the above, the Chairperson of the Trust Committee executed the
Agreement regarding Memorial Employees attached hereto as Exhibit A;

NOW THEREFORE BE IT RESOLVED, the Agreement regarding Memorial Employees in
attached hereto as Exhibit A, is approved and ratified by a unanimous vote of all the Trustees
from UPI and the University of Colorado with the Trustees from the Hospital abstaining from the
vote.

2150382.6



CERTIFICATION OF ADOPTION OF UNIVERSITY OF COLORADO HEALTH AND
WELFARE TRUST COMMITTEE RESOLUTION

I, E. Jill Pollock, Chairperson of the Trust Committee and Secretary of the Trust Committee,
hereby certify that the above Trust Committee Resolution was adopted on October 15, 2012.

UNIVERSITY OF COLORADO HEALTH AND
WELFARE TRUST

By:
Title:
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