Approved September 25, 2024

MINUTES

LOSS TRUST FUND BOARD MEETING

City Attorney Conference Room and Via Teams
3939 N. Drinkwater Blvd.
Scottsdale, Arizona 85251

May 21, 2024
5:00 p.m.

PRESENT: Allan Smith, Chair
Jake Seltzer, Vice-Chair
Austin Brooker
Brian Pittluck

STAFF: George Woods, Director of Risk Management
Lori Davis, Legal Advisor
Lynna Soller, Human Resources Benefits Manager
Denise Plug, Risk Management Assistant
Anna Henthorn, Accounting Director

GUESTS: Charlie Broucek, Brown and Brown
Adam Hirsch, Consulting Actuary (virtual)
CALL TO ORDER
Chair Smith called the meeting of the Loss Trust Fund Board to order at 5:06 p.m.
ROLL CALL
A formal roll call confirmed the presence of Board Members as stated above.
1. Approval of minutes of Public Meeting conducted on March 6, 2024
BOARD MEMBER PITTLUCK MOVED TO APPROVE THE MARCH 6, 2024, PUBLIC

MEETING MINUTES. BOARD MEMBER BROOKER SECONDED THE MOTION,
WHICH CARRIED FOUR (4) TO ZERO (0). CHAIR SMITH, VICE-CHAIR SELTZER,
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AND BOARD MEMBERS PITTLUCK AND BROOKER VOTED IN THE AFFIRMATIVE.
THERE WERE NO DISSENTING VOTES.

2. Presentation and discussion on the Fiscal Year 2024/25 Medical Plan
Premiums

Charlie Broucek, Brown and Brown, gave a summary of the planned budget through
March 2024. The current medical plan year through March 2024 is running 92 percent to
the funding estimate. The loss ratio increase of 2 percent over April 2024 is due to large
claimants. There are 26 large claimants exceeding $100,000 of claims and two large
claimants exceeding the ISL. The current dental plan year is running 93 percent to the
funding estimate. The total year-to-date funding surplus is $2.2 million. Claims remain
relatively stable throughout the year with no spikes based on seasonal factors.
Employees are required to reenroll annually during the open enroliment period. The City
has requested that these reports do not distinguish between employee versus
dependent claimants. The reporting does have the ability to provide demographic data,
if desired.

Mr. Broucek also presented the 2024/2025 Plan Year—Preliminary Renewal Projection.
One of the biggest items they look at is the prevalence of high-case activity. The High
Case Analysis Tool is utilized to analyze the level of claim activity and build projections.
To prevent the use of data from an abnormal period, three different scenarios are run
during underwriting. The current scenario is assessing data for periods July 1, 2021, to
June 30, 2022; July 1, 2022, to June 30, 2023; and July 1, 2023, to January 31, 2024.
Contributing data include membership, total dollar amount for actual claims over
$100,000, total dollar amount for actual claims above $325,000, and expected liability
between $100,000 and $325,000. From this data, projections are created to forecast
the number of members in excess of the deductible for specific deductible amounts. On
a blended basis, the per member per month projection for medical is $470.01 and for
pharmacy is $138.84; the total claims expectation for medical is 77 percent and for
pharmacy is 23 percent. The decision has been made to increase the individual specific
deductible to $350,000. Under the preferred normalization methodology, there is a 6.1
percent premium increase.

3. Discussion and possible action regarding funding confidence levels
associated with the Loss Trust Fund

George Woods, Director of Risk Management, shared that the City moved to a new
actuary, Oliver Wyman. During that transition, the new actuary had a recommendation
that the City of Scottsdale shift to a 75 percent confidence level from a funding
perspective. There was a notion from the Loss Trust Fund Board that further discussion
take place regarding the ideology as to whether or not to stick with the 85 percent
confidence level from a philosophical perspective or move forward with the 75 percent
level from the actual dollars' perspective.

Adam Hirsch, Oliver Wyman Consulting Actuary, discussed the City of Scottsdale
confidence levels. The establishment of confidence levels is judgmental. Aon used a 20
percent lift (additional amount beyond the actuary's midpoint estimate) to go from their
central estimate to their 85 percent confidence level. Oliver Wyman calculated a 38
percent lift at June 30, 2022, and 43 percent at June 30, 2023. Their factor to get to a
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75 percent confidence level at June 30, 2023, is 17 percent. Generally, what Oliver
Wyman is providing is an actuarial estimate that is close to a midpoint. The confidence
level estimates can be more intuitive when considering the loss pick (projected ultimate
losses for a policy year) rather than the reserves.

There was an open discussion on the philosophical necessity of surplus versus cost,
contingencies, desired confidence level margins, reserve targets, margin of volatility, and
concerns. Mr. Woods clarified that the current funding at 75 percent has resulted in
actual dollars being in the fund that fall in line with 80—-85 percent; the philosophical
change to funding at 85 percent would mean a request for an additional $2 million. Chair
Smith shared that, if funding is considered to an overall reserve amount including
historical performance and go-forward budget, his recommendation would be to look at
stair-stepping this to get to an 85 percent number in three years. Mr. Woods offered to
provide updates for projected losses for review at a standard meeting around October or
November, when decisions can be made to request funding and adjustments can be
made as necessary. Anna Henthorn, Accounting Director, noted that the current budget,
excluding the contingency, is targeted closer to 80 percent.

Mr. Hirsch provided estimates of ultimate loss for future policy years both at the central
estimate and various confidence levels. The difference between the 75 percent and 85
percent confidence level estimates of reserves as of June 30, 2023, is approximately
$4.8 million on a nominal/undiscounted basis ($4.4 million discounted), and this delta
increases as we project the reserves forward to future June 30th dates.

BOARD MEMBER PITTLUCK MOVED TO ALLOW THE BUDGETING FOR AN 80
PERCENT CONFIDENCE LEVEL FOR THE FISCAL YEAR 2025/26 BUDGET YEAR.
BOARD MEMBER BROOKER SECONDED THE MOTION, WHICH CARRIED FOUR (4)
TO ZERO (0). CHAIR SMITH, VICE-CHAIR SELTZER, AND BOARD MEMBERS
PITTLUCK AND BROOKER VOTED IN THE AFFIRMATIVE. THERE WERE NO
DISSENTING VOTES.

OPEN CALL TO THE PUBLIC

No comments were submitted.

ADJOURNMENT

VICE-CHAIR SELTZER MOVED TO ADJOURN THE MEETING. CHAIR SMITH
SECONDED THE MOTION, WHICH CARRIED FOUR (4) TO ZERO (0). CHAIR
SMITH, VICE-CHAIR SELTZER, AND BOARD MEMBERS PITTLUCK AND BROOKER
VOTED IN THE AFFIRMATIVE. THERE WERE NO DISSENTING VOTES.

With no further business to discuss, being duly moved and seconded, the meeting
adjourned at 7:19 p.m.

Recorded and Transcribed by eScribers, LLC.



