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Southwest Power Pool 

HUMAN RESOURCES COMMITTEE MEETING 

October 8, 2013 
 

Chicago O’Hare Admirals Club 

Chicago, Illinois 
 

 
• Summary of Action Items • 

 

1. Approved minutes of the September 10 & 11, 2013 meeting. 

2. Approved staff recommendation to the SPP Board to specifically define the Southwest Power 
Pool Human Resources Committee as the named plan fiduciary for the SPP 401(k) Plan, and 
create a staff Administrative Committee consisting of the SPP CEO, General Counsel, CFO and 
Director, Corporate Services to provide administrative functions for SPP retirement plans. 

3. Approved meeting dates and locations for 2014. 

 
• Summary of Follow-Up Items • 

 

1. The committee requested an employee survey on benefits be conducted in early 2014 for 
committee reference in developing a SPP benefits strategy. 

2. The committee requested staff review the calculations used in determining SPP’s exposure to the 
“Cadillac tax” in 2018 under the Affordable Care Act and conduct additional analysis. 

3. Staff will create and issue a Request for Proposal (RFP) soliciting bids for investment manager 
duties for the SPP 401(k) Plan. 

4. The committee requested a concurrent meeting with the SPP Finance Committee be scheduled 
during 2014 with time allocated to meet jointly to review committee activities. 

5. Staff will update the HRC self-evaluation document and distribute to the committee for comments.  
This document is updated annually and submitted to the SPP Board at the December meeting. 

6. Staff will investigate requirements for announcing/posting routes of egress at meetings conducted 
at the SPP corporate campus. 
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HUMAN RESOURCES COMMITTEE MEETING 

October 8, 2013 

Chicago O’Hare Admirals Club 
Chicago, Illinois 

 
•  M I N U T E S  •  

 
Agenda Item 1 – Call to Order 
Phyllis Bernard called the meeting to order at 10:10 am, CDT, on October 8, 2013. The following 
members were in attendance: 
 Ms. Phyllis Bernard, Chair  Director 

Mr. Julian Brix    Director 
Mr. Mike Palmer   Empire District Electric Company 
 

Members in attendance via teleconference: 
 Ms. Lori Dunn    Calpine Corporation 
 
Southwest Power Pool staff in attendance:   
 Mr. Nick Brown  
 Ms. Malinda See 
 
 Guests in attendance: 
 Mr. Jim Eckelberger   Chair, SPP Board of Directors 
 
Guests in attendance via teleconference: 
 Mr. Tom Kane    Stephens, Inc. 
   
Ms. Bernard began the meeting by thanking the committee members for their attendance at the 
September 10 & 11, 2013 planning meeting.  Ms. Bernard noted she had attended the September 24, 
2013 SPP Finance Committee meeting and found it helpful to hear discussion regarding HR impacts to 
the SPP budget. 
 
An agenda item was added after Item 6 (new Item 7) “HR Recommendation to SPP Board - 401(k) 
Fiduciary and creation of Administrative Committee”. 
 
Agenda Item 2 – Approval of Minutes  
The minutes of the September 10 & 11, 2013 meeting were reviewed.  Julian Brix moved that the minutes 
be approved.  The motion was seconded by Mike Palmer and approved via unanimous voice vote. 
 
Agenda Item 3 – SPP Medical Plan Report 
Malinda See reported that SPP staff, in conjunction with the SPP benefits broker, reviews the SPP 
medical plan structure several times each year.  This analysis examines options to ensure SPP offers a 
cost effective plan that meets corporate and employee desires and supports SPP strategy.  In 2013, 
Mercer conducted a benefits survey of SPP members to assess SPP benefit plans with those of SPP 
members.  The survey results indicated the SPP medical plan cost sharing and plan design is in 
alignment with plans offered by SPP members. 
 
Tom Kane, SPP’s benefits broker, discussed the impact of the Affordable Care Act on the SPP medical 
plan with the committee.  Tom presented a “2014 Financial Impact Analysis” report that evaluated options 
of different plan design changes.  The report examined the impact of plan changes on both SPP and 
employees.  The Affordable Care Act is being implemented and developed in stages, and it is still too 
early to ascertain the total impact on the SPP medical plan.  The committee requested SPP staff conduct 
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an employee survey on benefits in early 2014 for committee reference in developing a SPP benefits 
strategy. 

A “2018 Financial Impact Analysis for Employers” was presented by Tom Kane.  This report utilized SPP 
medical plan data to conduct an actuarial analysis that estimated the “Cadillac” excise tax impact in 2018.  
This tax is part of the Affordable Care Act and is currently scheduled for implementation in 2018.  The 
committee discussed the actuarial assumptions utilized in the analysis and requested staff review the 
calculations used in determining SPP’s exposure to the “Cadillac tax” in 2018 and conduct additional 
analysis based on actual health care inflation rates. 

The SPP medical plan is self-insured, grandfathered and considered a “large employer plan” and 
therefore is not as financially impacted by the Affordable Care Act as fully insured or small employer 
plans.  The SPP plan is “grandfathered” which provides an estimated annual cost savings of 2-3% of total 
plan cost.  Currently, fees applicable to SPP include: 

1. “Patient Centered Outcomes Research Institute Fee” (PCORI) of $1 per insured under the SPP 
plan ($1,335) paid in July 2013.  This fee increases to $2 per insured for 2014, and will be phased 
out by 2019. The annual dollar amount per insured fee will be adjusted by the Secretary of 
Treasury based on the percentage increase in the projected per capita amount of national health 
expenditures after 2014.   

2. “Pre-existing Conditions” fee beginning in January 2015.  This is a $63 fee per insured under the 
SPP plan.  This fee will be assessed for three years and will be used to fund health coverage for 
pre-existing conditions under the Affordable Care Act.   

 
Affordable Care Act fees and regulations are still in development.  SPP staff and the committee will 
continue to monitor impacts to the SPP medical plan. 
  
Agenda Item 4 – SPP Benefit Plan Report 
Federal Government Update: 
Malinda See reported on recent Federal Government changes to employer benefit plans. On June 26, 
2013, the Supreme Court overturned that Defense of Marriage Act (DOMA) section 3, which defined 
marriage as a legal union between a man and a woman.  Employers were told to wait for additional 
guidance for impacts to benefit plans.  The IRS issued Rev. Ruling 2013-17 on August 29, 2013 which 
provides that for federal tax purposes, including employee benefit purposes, a person will be considered 
a spouse “if the marriage is recognized in the law of the State of the ceremony, regardless of the law of 
the State of domicile”.  Employers were told to comply with this ruling on September 16, 2013. SPP 
benefit plans affected by this ruling were:  401(k), Defined Benefit Plan, Flexible Spending Accounts, 
FMLA and COBRA.  
 
SPP has elected to extend coverage of all SPP benefit plans – medical, dental, life and vision to the 
spouses of employees if a SPP employee provides a marriage certificate that is valid in the State of 
ceremony.  This will ensure compliance with federal law and that all SPP benefit plans are administered 
consistently.  There is no additional cost to SPP to implement this change.  Since this change requires an 
amendment to the plan documents, it will be effective November 1, 2013. 
 
Wellness Program Update: 
Malinda See reported on the progress of implementing a wellness program at SPP.  A wellness program 
had previously been identified as a desired benefit and strategy.  Staff looked to identify a solution that 
was a cultural fit for SPP and strategically supported the success of SPP with a positive return on 
investment.   Desired outcomes of a wellness program are lower medical plan costs for SPP and 
increased employee productivity and engagement.   
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A wellness program, “Generate Wellness” has been developed for implementation in 2014. This program 
will utilize multiple components to achieve desired SPP goals: 

• Healthspot Kiosk and Fitbit 
o Kiosk located in wellness room, records weight and blood pressure 
o Fitbit records activity and interfaces with kiosk and smart phone applications 
o Employees receive daily coaching emails based on their particular interests and 

conditions 
• Monthly activities and education 
• Discounted rates at local health and fitness gym 
• Lactation room on campus 
• Weight Watchers at Work program 
• Stress Management education – on-campus massage program 
• Defibrillators installed on campus 

o SPP Safety team trained on use and CPR 
• On-site flu shots 
• On-site biometric screenings 

 
SPP will partner with local providers for free or low cost education and activities for employees.  A variety 
of activities and opportunities will be provided to engage as many employees as possible.  The program 
will be widely communicated via multiple means. This program will strive to educate employees about the 
impact of lifestyle choices on their health. 
 
The estimated annual cost to implement the program is approximately $65,000.  Research indicates an 
estimated return on investment (ROI) for wellness programs ranges from $1 to $3 spent, based on 
decreased costs of medial and pharmacy claims.  SPP will announce this program during the annual 
benefits enrollment in November 2013.  The kiosk will be installed in December 2013 with program 
implementation in January 2014. 
 
 
Agenda Item 5 – SPP Fraud Prevention Report 
Southwest Power Pool administers and funds benefit plans for its employees providing for medical 
insurance coverage and retirement benefits.  SPP complies with federal regulations requiring an annual 
audit of these plans by an independent firm which includes auditing the processes and procedures 
governing the plans as well as reviewing activities designed to limit possible fraud within the plans.  
Malinda See discussed fraud risk and mitigation procedures currently in place at SPP with the committee. 

SPP utilizes multiple fraud prevention and detection measures.  These measures are reviewed by SPP’s 
Internal Audit department and independent auditors for proper documentation, appropriateness, and 
thoroughness.  SPP’s Internal Audit department has specifically reviewed process documentation of the 
following SPP HR processes related to benefit plans: 

• Form 5500 (401(k)) 
• 401(k) Enrollment 
• Payroll (to ensure benefits are properly deducted) 
• Benefit Billing Reconciliation 

 
In addition, SPP conducts annual training for all employees on the following topics: 

• Ethics and Code of Conduct 
• Harassment and Discrimination Awareness 
• Security 
• Management skills training (mandatory) 
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Employees are required to complete each training class in a 30 day time period.  If an employee fails to 
complete the training their employee badge is disabled and they are prohibited from entering SPP office 
space until their training is complete. 
 
SPP has a Compliance and Fraud Alert “hotline” available to employees.  The SPP Compliance Hotline 
has been in place since October 3, 2005.  The hotline is available to employees of SPP and is answered 
24 hours a day, 7 days a week for confidential reporting of suspected or known compliance/ethical 
concerns.  This number is included in the “Ethics and Code of Conduct” training and is listed on the front 
page of the employee intranet web site.   
 
The SPP Internal Audit department conducted a test of the SPP Compliance Hotline administration 
process in August 2013.  The purpose of the test was to verify that SPP’s Compliance Hotline worked as 
designed.  The Internal Audit’s review noted the hotline worked as expected during the test. 
 
Agenda Item 6 – HR Alignment with SPP Strategic Plan 
Malinda See presented a report on HR initiatives that support the SPP Strategic Plan.  Attracting, 
retaining and engaging staff that support SPP strategic initiatives is a major focus for HR.  HR programs 
are in place and being developed that support specific components of the SPP Strategic Plan.  These 
programs include support for engineering staff working with stakeholders to build a robust transmission 
system and support of staff working on developing efficient market processes.  HR assists in creating 
member value with multiple programs aimed at providing services to staff and stakeholders.  HR staff is 
the caretaker of SPP culture and strives to exemplify the SPP culture daily.   
 
Agenda Item 7 - HR Recommendation to SPP Board - 401(k) Fiduciary and creation of 
Administrative Committee 
The HR committee evaluated roles and responsibilities of fiduciary, trustee and plan administrator for the 
SPP 401(k) and Defined Benefit Retirement Plans at the September 10 & 11, 2013 meeting.  The 
committee identified a need to clarify their role for the 401(k) plan and to identify a plan administrator role 
for both retirement plans.  The committee reviewed a recommendation to the SPP Board to clearly 
identify the SPP Human Resources Committee as a fiduciary for the 401(k) plan and to establish an 
“Administrative Committee” to conduct administrative functions for both retirement plans.  The 
Administrative Committee will consist of the SPP CEO, General Counsel, CFO and Director, Corporate 
Services.  The committee amended the recommendation to include stating the Administrative Committee 
will report to the SPP Human Resources Committee.  Lori Dunn made a motion to approve the amended 
recommendation.  The motion was seconded by Julian Brix and approved via unanimous voice vote. 
 
 
Agenda Item 8 – Annual Review of Committee Activities 
The committee reviewed their major accomplishments from the past year (August 2012 – July 2013), and 
pending issues for next year.  The committee reviewed the following accomplishments: 
 

1. Retained Mercer consultants to obtain relevant comparability data for the purposes of evaluating 
the competitiveness of SPP’s cash compensation programs and benefit practices.  Included in 
this evaluation was a review of the current SPP salary structure.  The evaluation defined the labor 
market for staff positions and associated competitive market for both cash and benefit practices, 
reviewed the competitiveness of SPP pay programs and examined areas for refinement. 

2. Approved recommendation for 2014 compensation adjustments in the SPP budget. 
3. Approved revised SPP salary structure. 
4. Reviewed Investment Policy Statements for the defined contribution plan. 
5. Provided oversight of corporate culture and organizational development to promote employee 

engagement throughout the organization. 
6. Provided oversight of training and development of SPP’s most important asset: its people. 
7. Recognized, supported and suggested ways to assure laws, policies and ethics surrounding 

employment at SPP undergo continuous quality improvement.  
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The following issues are pending before the group: 

1. Overall benefit program design. 
2. Organization and career development programs at SPP to promote high levels of employee 

engagement.  
3. Oversight of performance compensation program. 
4. Impact of healthcare reform on SPP’s self-insured medical plan. 
5. Oversight of 401(k) Plan investment manager. 

 
The committee requested staff document these accomplishments and pending issues and distribute to 
the committee for further review.   
   
Agenda Item 9 – Future Meetings 
The committee discussed the advantages of conducting meetings at SPP’s corporate office in Little Rock, 
AR.  Agreement was reached to schedule the majority of meetings in Little Rock to facilitate committee 
interaction with SPP staff.  Future meeting dates include: 
 
January 21, 2014 (Tuesday)  
Location:  Dallas, TX - DFW 
Agenda Items: 

• Approve funding for 2013 Performance Compensation Plan 
• Review SPP President 2013 performance and propose 2014 compensation 

 
April 22, 2014 (Tuesday) 
Location:  Little Rock, AR 
Agenda Items: 

• Review 2013 Performance Compensation Plan process/payout 
• Review HRC Scope 
 

September 9 & 10, 2014 (Tuesday & Wednesday) 
HRC Planning Retreat – Strategic HR Planning Session 
Location:  Little Rock, AR 
Agenda Items: 

• Review SPP HR programs 
• Review SPP Benefit Plans 
• Review Compensation Plans 
• Approve 2015 Meeting schedule and agendas 
• Investment Management Meeting – 401(k) 

o Review Investment Policy Statement for 401(k) 
o Review/evaluate investment manager performance 

 
October 16, 2014 (Thursday) 
Location:  Little Rock, AR 
Agenda Items: 

• Review SPP Fraud Prevention Report 
• Annual review of committee activities 

 
Agenda Item 10 – Executive Session 
The committee met in executive session to discuss personnel matters.  
 
Agenda Item 11 – Other Items 
The committee inquired about safety programs at SPP, in particular about routes of egress for visitors at 
SPP meetings.  SPP has a Safety Team which consists of volunteer employees trained in a variety of 
safety measures at SPP such as routes of egress, CPR and use of campus defibrillators. The Safety 
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Team has assigned duties during emergency situations at the corporate campus.  SPP staff will 
investigate requirements for announcing/posting routes of egress at meetings conducted at the SPP 
corporate campus. 
 
Mike Palmer announced his retirement effective on April 1, 2014.  Mike’s last meeting with the committee 
will be at the January 21, 2014 meeting.  The committee expressed their appreciation to Mike for his 
service to the committee and SPP and wished him all the best in his retirement. 
 
Agenda Item 12 - Adjourn 
Phyllis Bernard adjourned the meeting at 2:10 pm on Tuesday, October 8, 2013. 
 
 
 
 
 
Respectfully Submitted, 
 
 
 
 
 
 
Malinda See 
Secretary 
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Relationship-Based  •  Member-Driven  •  Independence Through Diversity 

Evolutionary vs. Revolutionary  •  Reliability & Economics Inseparable 

 
Southwest Power Pool, Inc. 

HUMAN RESOURCES COMMITTEE MEETING 
October 8, 2013 

Chicago O’Hare Admirals Club 
Chicago, Illinois 
•  A G E N D A  •  

10:00 am – 3:00 pm (Central Daylight Time) 
 
1. Call to order ...................................................................................................................... Phyllis Bernard 

2. Approval of minutes .......................................................................................................... Phyllis Bernard 

3. SPP Medical Plan Report ..................................................................................................... Malinda See 

Review of SPP medical plan expenses and compliance with Affordable Care Act 

4. SPP Benefit Plan Update ..................................................................................................... Malinda See 

Report on changes to SPP benefit plans 

5. SPP Fraud Prevention Report .............................................................................................. Malinda See 

Review of fraud prevention and detection measures at SPP 

6. HR Alignment with SPP Strategic Plan ................................................................................ Malinda See 

Report on HR initiatives that support the SPP Strategic Plan 

7. Annual review of committee activities................................................................................................... All 

Review previous year committee accomplishments 

8. Future Meetings and Agendas  ............................................................................................................ All 

Discussion on 2014 meetings and agendas 

9. Executive Session ............................................................................................................ Phyllis Bernard 

10. Other Items ........................................................................................................................................... All 

11. Adjourn ............................................................................................................................. Phyllis Bernard 
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Southwest Power Pool 

HUMAN RESOURCES COMMITTEE MEETING 

September 10 – 11, 2013 
 

Southwest Power Pool Offices 

Little Rock, Arkansas 
 

 
• Summary of Action Items • 

 
1. Approved minutes of the April 23, 2013 meeting and June 5, 2013 teleconference. 

2. Approved staff recommendation to the SPP Board to approve the amended and restated pension 
plan document and direct SPP to file the amended and restated pension plan document with the 
IRS. 

3. Reviewed 401(k) Plan Investment Policy Statement. 

 

• Summary of Follow-Up Items • 
 

1. The committee requested SPP staff provide a benefits report on SPP benefits and utilization to 
the committee at the April 2014 meeting. 

2. The committee requested SPP staff create a diagram that visually depicts the 401(k) and Defined 
Benefit plan responsibilities for the SPP Finance Committee, HR Committee and SPP staff.    

3. The committee requested SPP staff create a memorandum and associated recommendation for 
changes to the 401(k) plan document to define the SPP Human Resources Committee as the 
named plan fiduciary and recommendation to the SPP Board to create a staff administrative 
committee consisting of the SPP CEO, General Counsel, CFO and Director, Corporate Services 
to provide administrative functions for SPP retirement plans. 
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HUMAN RESOURCES COMMITTEE MEETING 

September 10 – 11, 2013 

Southwest Power Pool Offices 
Little Rock, Arkansas  

 
•  M I N U T E S  •  

 
Agenda Item 1 – Call to Order 
Phyllis Bernard called the meeting to order at 8:45 am CDT on September 10, 2013.  The following 
members were in attendance: 
 Ms. Phyllis Bernard, Chair  Director 

Mr. Julian Brix    Director 
Ms. Lori Dunn    Calpine Corporation 
Mr. Duane Highley   Arkansas Electric Cooperative Corporation 
Mr. Mike Palmer   Empire District Electric Company 
Mr. Noman Williams   Sunflower Electric Power Corporation 
 

Southwest Power Pool staff in attendance:   
 Mr. Tom Dunn  
 Mr. Nick Brown 
 Ms. Malinda See 
 Mr. Brian Smith 
 Ms. Donna Freeman 
 
Guests in attendance: 
 Mr. Jay White    Smith Capital Management 
 Mr. Craig Westbrook   Overbey, Strigel, Boyd & Westbrook, PLC 
 
Ms. Bernard began the meeting by expressing appreciation to the SPP human resources staff.  The SPP 
HR staff joined the committee for breakfast prior to the meeting and discussed their areas of responsibility 
in HR. 
 
Agenda Item 2 – Approval of Minutes  
The minutes of the April 23, 2013 meeting and June 5, 2013 teleconference were reviewed.  Noman 
Williams moved that both sets of minutes be approved.  The motion was seconded by Duane Highley and 
approved via unanimous voice vote. 
 
Agenda Item 3 – SPP HR Report 
Brian Smith, SPP Manager of HR and Donna Freeman, SPP Professional Developer presented HR and 
talent management reports to the committee.  Brian presented the quarterly HR metrics report which 
included information on SPP staff, staff composition and training.  SPP HR staff credentials and ongoing 
development initiatives were presented to the committee to demonstrate how the HR staff is personifying 
the SPP value proposition of continuous improvement.   
 
Brian presented a SPP HR staff update to the committee.  This update included discussion of key 
deliverables in four areas of HR:  Administration, Payroll, HR Management and Talent Management.  
Accomplishments included the addition of two HR staff in 2013 to support talent management and 
benefits assistance, outreach to operations staff, installation of cyber recruiter software, and internal audit 
process improvements. 
 
Donna Freeman presented an overview of talent management programs.  Talent management is a crucial 
component of HR strategy to retain employees and maintain high levels of engagement.  Programs have 
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been implemented and are in development to support employees and the organization as SPP staffing 
levels out.  Key deliverables in this area include working with SPP Engineering Department management 
on defining career path models for engineers, new hire and supervisor training curriculum enhancements, 
and developing new training to support SPP competencies.   
 
Donna provided the committee a report on the SPP Leadership Program.  This program is in its eighth 
year.  Three years ago SPP brought the program in-house and developed curriculum that is customized 
for SPP and supports the SPP culture.  The program has 214 graduates and all SPP management staff 
has completed the class.  The nomination and selection process for class participants is clearly defined 
and goes through a multiple review process.  Class composition includes employees from all areas in the 
organization to promote relationship building among staff.  There are 28 students in this year’s class, 
which began in September and will meet one day a week for eight weeks culminating in a graduation 
presentation to SPP management in November. 
 
SPP HR has provided specific facilitation training and support to SPP staff in the past year.  HR staff has 
supported the integrated marketplace effort by working on job role readiness programs.  Stress in the 
workplace training and leadership strategies training has also been conducted.  To address stress in the 
workplace, HR staff has provided a massage therapist on-site every Thursday to conduct chair massages 
at the cost of $1/minute for up to 20 minutes per employee.  This program has been extremely popular 
with employees.  There is no cost to SPP for providing this service as employees pay the provider 
directly.  HR talent management has also conducted audit prep training for SPP staff and assisted in 
facilitating “Conversational Capacity” training.  The HR committee was provided a “Conversational 
Capacity” book.  This book was made available to all staff to supplement the speaker’s presentation and 
training. 
 
HR staff is working on additional career development and succession planning solutions.  These 
programs will be used in defining career paths for jobs, additional recognition programs, and development 
plans for employees.  HR staff is focused on managing solutions and programs to support the SPP 
strategic plan. 
 
Agenda Item 3 – Wellness Program and HR Alignment with SPP strategic Plan 
These agenda items were deferred until the October 8, 2013 meeting. 
 
Agenda Item 4 – Affirmative Action Plan Update 
This agenda item was deferred until the January 2014 meeting. 
 
Agenda Item 5 – 401(k) Plan Review  
Jay White with Smith Capital Management, the SPP 401(k) advisor, presented his report to the 
committee.  Jay meets at least quarterly with SPP employees to assist them with their 401(k) plans.  SPP 
employees are very well versed in the importance of the 401(k) plans, and staff participation in the plan is 
high at 98%.  There is high utilization of investment models provided to employees.  The committee 
reviewed the plan performance with Jay.  The overall return on the SPP plan for 2012 was 12.4%.  SPP 
plan fees are very competitive and have been disclosed to employees.   
 
Malinda See led the committee in a review of the Investment Policy Statement for the 401(k) Plan.  No 
changes to the current statement were recommended.  The committee asked Jay White if the Investment 
Policy Statement assisted or hindered him in his work.  Jay reported that the statement provided 
appropriate guidance. 

 
Agenda Item 6 – Report on SPP Retirement Plans 
Craig Westbrook discussed the SPP retirement plans with the committee.  Craig outlined the definitions 
and responsibilities of fiduciary, trustee, and plan administrator for each of the SPP retirement plans 
(Defined Benefit and 401(k)).  The committee reviewed a request of the Finance Committee to name the 
SPP Finance Committee as Plan Administrator for investment management functions and name a staff 
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“Administrative Committee” to perform as a fiduciary for administrative functions.  The SPP Human 
Resources Committee will remain a fiduciary for the 401(k) Plan.  The SPP Human Resources Committee 
will be responsible for both plan designs, which is not a fiduciary function.   
 
The committee discussed the creation of a staff “Administrative Committee” to provide administrative 
functions for both plans.  This committee would consist of the SPP CEO, General Counsel, CFO and 
Director, Corporate Services.  The HR committee was supportive of the formation of this staff committee.  
The HR committee requested SPP staff create a diagram that visually depicts the 401(k) and Defined 
Benefit plan responsibilities for the SPP Finance Committee, HR Committee and SPP staff.  The 
committee requested SPP staff create a memorandum and associated recommendation for changes to 
the 401(k) plan document to clearly define the SPP Human Resources Committee as the named plan 
fiduciary and recommendations to the SPP Board to create the staff committee to provide administrative 
functions for SPP retirement plans. 
 
The committee reviewed a recommendation to amend and restate the SPP Defined Benefit Retirement 
Plan.  Pursuant to Internal Revenue Procedure 2005-66, the SPP Defined Benefit Retirement Plan 
Document must be restated every five years.  The IRS requires that qualified plans be periodically 
restated to incorporate changes resulting from law and regulation changes and any plan amendments 
since the last restatement.  Since last filed with the IRS, SPP has made several substantive changes to 
the pension plan that includes: added language to comply with the Heroes Earning Assistance and Relief 
Act (HEART Act), changed employee vesting schedule from three to five years, more clearly defined 
fiduciary and plan administrator and associated responsibilities.   
 
Noman Williams moved to approve an amended recommendation to correct the title to “Amended and 
Restated Pension Plan Recommendation” to the “SPP Board of Directors”.  The motion was seconded by 
Julian Brix and approved via unanimous voice vote. 
 
Agenda Item 7 – 2014 Merit Pool Budget 
SPP staff presented a 2014 merit pool recommendation requesting a compensation adjustment pool of 
2.4% of projected 2013 salaries paid to be included in the 2014 budget. SPP has typically recommended 
merit adjustments based on the Consumer Price Index for Urban Workers, (CPI-W index), which was 
2.4% for the current year end of July 2013.  The committee discussed the proposal and deferred action 
on the recommendation until after the Mercer report on September 11, 2013. 
 
Adjourn – The committee adjourned for the day at 5:00 pm CDT on Tuesday, September 10, 2013. 
 
September 11, 2013 – Call to Order 
Phyllis Bernard called the meeting to order at 8:25 am CDT on Wednesday, September 11, 2013. 
 
Agenda Item 8 – Report on Self-Funded Healthcare Plan 
This agenda item was deferred until the October 8, 2013 meeting. 
 
Agenda Item 9 – Mercer Report 
Phyllis welcomed Deb Bilak and Julie Peak with Mercer to present their reports to the committee.  The HR 
Committee retained Mercer in March 2013 to obtain relevant comparability data for the purposes of 
evaluating the competitiveness of SPP’s cash compensation and benefit programs.  The reports contain 
information on health and welfare programs, annual incentive programs and base salary.   
 
Mercer reviewed methodology used in creating the reports.  Mercer collected data on SPP’s employees 
and interviewed executives and staff to gain insight on SPP and the culture. Mercer conducted a custom 
survey of compensation and benefits practices for fifteen key positions at SPP’s Members and the ISOs.  
Data for selected positions was also gathered from general industry, utility industry and not-for-profit 
industry.  Mercer worked with the HR committee and SPP staff to determine the compensation philosophy 



 
 

Southwest Power Pool Human Resources Committee Minutes 
September 10-11, 2013 

Agenda Item 2  Page 5 of 5 
 

and define the competitive labor market for SPP positions.  Mercer then worked with SPP HR staff to 
review data validity. 
 
Deb and Julie presented Mercer reports for SPP officers and staff that summarized compensation and 
benefit findings compared to SPP’s programs.  Deb noted that the SPP annual incentive program is 
performance based.  This is indicative of the member driven, relationship based organization.  The goal of 
the evaluation in the reports is to increase the committee’s understanding of the competitive market for 
cash compensation, benefits and retirement programs, provide observations about SPP’s programs, 
identify potential areas for refinement, and advise the committee regarding interpretation of the market 
data.  Mercer made recommendations in the reports to the committee regarding compensation and 
benefit programs. The committee noted the thoroughness of the reports and thanked Deb and Julie for 
their work. 
 
Agenda Item 10 – Executive Session 
Phyllis Bernard called an executive session at 11:00 am on Wednesday, September 11, 2013 to discuss 
recommendations from Mercer and staff compensation. 
 
Agenda Item 11 – Future Meetings 
The committee deferred this discussion until the October 8, 2013 meeting. 
 
Agenda Item 12 – Other Items 
None noted. 
 
Agenda Item 13 - Adjourn 
Phyllis Bernard adjourned the meeting at 12:20 pm on Wednesday, September 11, 2013. 
 
 
 
 
 
Respectfully Submitted, 
 
 
 
 
 
Malinda See 
Secretary 
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Actuarial Certification

This report contains the results of an analysis to estimate  the "Cadillac" excise tax impact in 2018.  Enrollment projections assess
eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-migration due to individual mandates, and auto

enrollment or movement to State Health Exchanges.  

The calculations are based on data input by the user of the PPACAcalc actuarial model, including current employer specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such,
Verisight has not reviewed the data, and cannot attest to the accuracy of the user information input.  Similarly, assumptions utilized
in the model include a number of user selected variable inputs, beyond those encoded assumptions Verisight health actuaries have

selected from our knowledge and expertise.  The “propriety”  of specific assumptions relates to their comparability to historical

experience levels and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and

delivery of services.  Results from this product can be extremely sensitive to the assumptions chosen.  While we may not be able to
attest to the user input assumptions, we do confirm that the model developed and the assumptions encoded are reasonable and

consistent with our understanding of the current provisions of PPACA, and our relevant experience working in the employee health

benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond our control or that of a PPACAcalc

user, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2018 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries from Verisight, Inc. using generally accepted actuarial principles and practices, and in

accordance with the Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  Verisight is
independent and unbiased, and has no political agenda for users of this product, or any of its officers or key personnel, that would

impair our objectivity in the ongoing development and consulting activities related to PPACAcalc modeling.  We have satisfied the

basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

2018 Excise Tax Provisions

● PPACA imposes a 40% excise tax on group health plans (including self insured plans) whose costs exceed certain thresholds for plan years

beginning on or after 1/1/2018. Tax-advantaged health-related accounts such as flexible spending accounts (FSAs), health savings accounts

(HSAs), and health reimbursement accounts (HRAs) are also specified as health insurance coverage and included in the excise tax

calculation.

● Non-union threshold amounts in 2018 are $10,200 for single coverage and $27,500 for non-single coverage.  These amounts will be indexed

by growth in the CPI-U plus 1% in subsequent years.  Different amounts apply to multi-employer plans.  PPACAcalc does not currently model

the 2018 excise tax exposure for multi-employer (union) plans.   

● The cost includes employer and employee paid portions (based on a methodology similar to that used under COBRA).

● The tax is paid by the insurance company (if the plan is insured) or plan administrator (if the plan is self insured).  Since the employer is

typically the plan administrator for tax-advantaged accounts (FSAs, etc), the employer would have a liability for part of the excise tax even

in the case where the health plan is fully insured.

● Employers are responsible for determining the amount of the excise tax and the allocation between the employer and insurer.  Employers

must report these amounts to the Internal Revenue Service. The amount of the excise tax is not deductible from federal income taxes.
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Executive Summary

Southwest Power Pool

Projected 2018 Excise Taxes

Single Non-Single Total

PPO1 $0 $0 $0

PPO2 $0 $0 $0

Total Projected 2018 Excise Taxes $0 $0 $0
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Demographic and Plan Data

Southwest Power Pool

2013 Enrollment Data

Single EE Plus Spouse EE Plus Child Family Total

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2014 Projected Enrollment

Single EE Plus Spouse EE Plus Child Family Total

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347.21 $774.25 $654.61 $1,081.61 $754.22

PPO2 $382.07 $852.07 $720.41 $1,190.31 $927.59

Key Plan Design Characteristics - "Single" Coverage

Annual FSA Annual HSA Annual HRA

PPO1 $251.00 $0.00 $0.00

PPO2 $412.00 $0.00 $0.00
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in the case where the health plan is fully insured.

● Employers are responsible for determining the amount of the excise tax and the allocation between the employer and insurer.  Employers

must report these amounts to the Internal Revenue Service. The amount of the excise tax is not deductible from federal income taxes.
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Executive Summary

Southwest Power Pool

Projected 2018 Excise Taxes

Single Non-Single Total

PPO1 $0 $0 $0

PPO2 $0 $0 $0

Total Projected 2018 Excise Taxes $0 $0 $0
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Demographic and Plan Data

Southwest Power Pool

2013 Enrollment Data

Single EE Plus Spouse EE Plus Child Family Total

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2014 Projected Enrollment

Single EE Plus Spouse EE Plus Child Family Total

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347.21 $774.25 $654.61 $1,081.61 $754.22

PPO2 $382.07 $852.07 $720.41 $1,190.31 $927.59

Key Plan Design Characteristics - "Single" Coverage

Annual FSA Annual HSA Annual HRA

PPO1 $251.00 $0.00 $0.00

PPO2 $412.00 $0.00 $0.00
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PPACA Excise Tax Analysis  - PPO1

Southwest Power Pool
Single Non-Single

Projected 2018 Total Value - Per Employee $6,134 $16,623

Projected Excise Tax Threshold - Per Employee $10,200 $27,500

Amount Subject to Taxation $0 $0

40% Excise Tax Factor 40.0% 40.0%

Projected 2018 Excise Tax - Per Employee $0 $0

Projected 2018 Excise Tax - Subtotals $0 $0

Total 2018 Excise Tax $0

Medical Benefits Portion 1   $0 $0

HSA, HRA, and FSA Portion 1   $0 $0

1 For self insured plans, the employer will have 100% of the excise tax liability.  
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PPACA Excise Tax Analysis  - PPO2

Southwest Power Pool
Single Non-Single

Projected 2018 Total Value - Per Employee $6,907 $18,606

Projected Excise Tax Threshold - Per Employee $10,200 $27,500

Amount Subject to Taxation $0 $0

40% Excise Tax Factor 40.0% 40.0%

Projected 2018 Excise Tax - Per Employee $0 $0

Projected 2018 Excise Tax - Subtotals $0 $0

Total 2018 Excise Tax $0

Medical Benefits Portion 1   $0 $0

HSA, HRA, and FSA Portion 1   $0 $0

1 For self insured plans, the employer will have 100% of the excise tax liability.  
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35.0%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20.0%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income 

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100.0%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3.0%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3.0%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3.0%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1  The household income factor represents the ratio of household income to the employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.

● Inflation (CPI-U) is assumed to be 3% per year.
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Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.
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Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 
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Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.
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Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 

Page 10



Patient Protection and Affordable Care Act (PPACA)

2014 Financial Impact Analysis for Employers

Southwest Power Pool

Table of Contents

Actuarial Certification……………………………………………………………………………………………………. 1

Key Provisions of PPACA…………………………………………………………………………………………………. 2

Model Definitions………………………………………………………….…………………………………………………. 3

Executive Summary…………………...………………...………………………………...…………………………… 4

Demographic and Plan Data……………………………………………………………………………………………… 5

Model Scenarios (Enrollment and Cost Projections)

Scenario I: Current Plan Design(s)…………..…………………………………………………. 6

Scenario II: Terminate Plan(s)……………………………………………………………………… 7

Scenario III: 60% Actuarial Value Plan Design……………………………………………… 8

Actuarial Assumptions……………………………………………………………………………………………………… 9

Examples of Plan Designs by Actuarial Value…………………………………………………………………… 10

Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.

Page 5

Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 
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Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.
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Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 
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Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.
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Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 
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Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.

Page 5

Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 
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Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.

Page 3

Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.

Page 5

Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 

Page 10



Patient Protection and Affordable Care Act (PPACA)

2014 Financial Impact Analysis for Employers

Southwest Power Pool

Table of Contents

Actuarial Certification……………………………………………………………………………………………………. 1

Key Provisions of PPACA…………………………………………………………………………………………………. 2

Model Definitions………………………………………………………….…………………………………………………. 3

Executive Summary…………………...………………...………………………………...…………………………… 4

Demographic and Plan Data……………………………………………………………………………………………… 5

Model Scenarios (Enrollment and Cost Projections)

Scenario I: Current Plan Design(s)…………..…………………………………………………. 6

Scenario II: Terminate Plan(s)……………………………………………………………………… 7

Scenario III: 60% Actuarial Value Plan Design……………………………………………… 8

Actuarial Assumptions……………………………………………………………………………………………………… 9

Examples of Plan Designs by Actuarial Value…………………………………………………………………… 10

Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.
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Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Page 8

Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 
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Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.
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Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 
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Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.
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Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 
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Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.
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Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 
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Actuarial Certification

This report contains the results of an analysis to estimate plan enrollment and costs for the employer plan sponsor in 2014 under

three scenarios.  Enrollment projections assess eligibility for Medicaid and Federal Subsidies, as well as costs related to in- and out-

migration due to individual mandates, and auto enrollment or movement to State Health Exchanges.  Cost projections compare the
current health plan options in the absence of PPACA in 2014 to a number of other options, including: 1) employer plan sponsor costs

of the current plan under PPACA and related provisions, such as penalties and anticipated enrollment changes; 2) costs for both the

employer plan sponsor and for currently enrolled employees were the plan terminated in 2014; and 3) employer costs were the current

plan replaced by a plan with a 60% actuarial value assumed to meet the minimum essential coverage requirements.

The calculations are based on data input by the "user" of the "PPACAcalc" actuarial model, including current employer-specific census

data and plan enrollment, key cost-sharing provisions of current plan options, and health care cost related information.  As such, only
the user has reviewed the data, and can attest to the accuracy of the user information input.  Similarly, assumptions utilized in the
model include a number of user selected variable inputs, beyond those encoded assumptions selected by the model developers from

their knowledge and expertise.  The “propriety” of specific assumptions relates to their comparability to historical experience levels

and reasonable future behaviors and trends in employee demographics, health care costs, and utilization and delivery of

services.  Results from this product can be extremely sensitive to the assumptions chosen.  While only the user of PPACAcalc can

attest to the accuracy and propriety of user input information, the developers do confirm that the model and the encoded

assumptions are reasonable and consistent with their understanding of the current provisions of PPACA, and their relevant

experience working in the employee health benefits and insurance fields.  

The results are estimates, based on current data, assumptions, and PPACA provisions.  Because many of the assumptions and
provisions are subject to external influences (demographic, economic, and regulatory) beyond the control of PPACAcalc developers or

users, actual results may vary materially.  Determinations for purposes other than estimating potential plan enrollment and employer
plan sponsor costs in 2014 under current PPACA provisions may also be significantly different from the results reported herein.

PPACAcalc was developed by health actuaries using generally accepted actuarial principles and practices, and in accordance with the

Actuarial Standards Board Actuarial Standards of Practice (ASOPs) relating to health benefits.  The health actuaries are independent
and unbiased, and have no political agenda for users of this product, or any of its officers or key personnel, that would impair their

objectivity in the ongoing development and consulting activities related to PPACAcalc actuarial modeling.  They have satisfied the
basic and continuing education and experience requirements, and applicable qualification standards, to perform these actuarial

services and issue Statements of Actuarial Opinion in accordance with the Qualification Standards in the American Academy of

Actuaries' Code of Professional Conduct.  Note that the results generated by users of PPACAcalc will not be considered an actuarial
statement of opinion.
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Key Provisions of PPACA

Employer Play or Pay (Exchange Penalties)

Annual Assessment for Employers that Do Not Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year are required to offer plans that provide at least the "minimum essential coverage" or pay a

financial penalty. The penalty is an annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled

in a qualified health plan and receives the federal premium tax credit or cost-sharing reduction.

The assessment is equal to $2,000 annually, which is indexed to inflation, times the number of full-time employees.  The assessment excludes

the first 30 employees.  The assessment is calculated on a monthly basis.

Annual Assessment for Employers that Do Offer a Plan that Provides "Minimum Essential Coverage"

Employer groups that employ an average of at least 50 full-time equivalent employees (work more than an average of 30 hours per week, on a

monthly basis) during the prior calendar year and offer plans that provide at least the "minimum essential coverage" are required to pay an

annual non-deductible federal tax assessment for any month in which any full-time employee is enrolled in a qualified health plan and

receives some form of federal subsidy for insurance purchased on the state exchanges.

The employee must qualify for a federal subsidy to be used at one of the state exchanges.  To qualify, the employee must have household

income less than 400% of the federal poverty level and the offered employer coverage must be deemed "unaffordable."  Coverage with less

than 60% actuarial value or "self only" employee contribution costs greater than 9.5% of household income is deemed to be unaffordable.

The assessment is equal to the lesser of the following: (1) $3,000 per employee receiving a subsidy to purchase insurance on a state

exchange OR (2) $2,000 per employee (excluding the first 30 employees).
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Model Definitions

The PPACAcalc actuarial model uses customized employer data and makes projections for 2014 that illustrate the expected impact of

PPACA based on various sets of assumptions.  Please note the following definitions/explanations:

●    Tax Adjustments - Tax adjustments are made where applicable because the tax treatment of certain aspects of PPACA are different 

than the pre-2014 environment.  The assumed marginal tax rates are disclosed within the report footnotes and in the Actuarial Assumptions 

section of this report.  Taxes included in the analysis include: FICA taxes, individual income taxes, additional or forfeited employer tax 

deductions, as well as PCORI and Transitional Reinsurance Assessment fees.

●    2014 Eligibility - The PPACA analysis assumes that in 2014, all employees who work fewer than 30 hours per week will be ineligible for the 

employer's plan regardless of their current eligibility status. 

●    Exchange Penalty - The user selected migration input assumes that when an employee has household income that is less than 400% of 

the federal poverty level and an eligible plan's lowest available Self Only coverage contribution is greater than 9.5% of the employee's 

household income, the employee is assumed to dis-enroll from the employer plan and purchase health insurance at the state exchange.  If 

an employee is offered a plan that provides at least the minimum value and has access to Self Only coverage that is no more than 9.5% of 

household income, the employer is not assessed a penalty.  For other employees, the employer is required to pay a non-deductible annual 

penalty.  

●    State Exchange Plan Designs - Employees are assumed to purchase a "Silver" level plan at the exchange.  Silver plans have an actuarial 

value of 70%.  In many cases, this will be a lower value plan than the existing employer plan.

●    Terminate Current Plan - This scenario illustrates the financial impact of the employer ceasing group health plan sponsorship in 

2014.  The analysis includes options in this situation for the employer to increase salaries for certain employees to offset the loss of the 

employer-sponsored group health benefit.   The model allows for the employer to return a percentage share of the employer's "savings" due

to plan termination to each employee, or to provide a flat dollar salary increase benefit to employees working over 30 hours per 

week.  Savings are calculated as the projected gross premium reduced by expected employee contributions and a proportionate share of 

exchange penalties, with applicable tax adjustments, but not less $0.  The model allows for differing assumptions based on income bracket 

as a percentage of the federal poverty level threshold.

●    Minimum Value Plan - This scenario illustrates the financial impact of the employer redesigning the group health plan so that it has the 

minimum actuarial value of 60% while providing at least the "minimum essential coverage" required.  This may result in significant savings for 

an employer whose current plan designs have a much higher actuarial value.

●    Household Income - The affordability provisions of PPACA are based on household income.  Because employers typically don't know the 

household income of their employees, a multiplicative factor is applied to the non-single employees' projected 2014 salaries to estimate 

household income.
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Executive Summary

Southwest Power Pool

Employer Cost Summary

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

Total Employees 567 567 567 567 567

Enrolled Employees 511 511 511 0 511

Projected Employer Costs $4,241,000 $4,580,000 $4,670,000 $2,749,000 $3,630,000

2014 Projected Cost Change ($) $339,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings)($) $90,000 $(1,831,000) $(950,000)

2014 Incremental Costs/(Savings) (%) 2.0% -40.0% -20.7%

Employee Cost Summary 

---------------Without PPACA--- -------------------Scenarios with PPACA-----------------

2013 Baseline 2014 Baseline Current Plans Plan Termination 60% Plan Value

2013 Enrolled Employees Only 511 511 511 511 511

Projected Employee Costs $1,054,000 $1,138,000 $1,138,000 $3,845,000 $731,000

2014 Projected Cost Change ($) $84,000

2014 Projected Cost Change (%) 8.0%

2014 Incremental Costs/(Savings) ($) $0 $2,707,000 $(407,000)

2014 Incremental Costs/(Savings) (%) 0.0% 237.9% -35.8%
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Demographic and Plan Data

Southwest Power Pool

Demographic Data

Not Seasonal Seasonal <30 Hours/Week Total

Employee Count 567 0 0 567

Average Salary (2013) of All Employees $89,000 $0 $0 $89,000

Average Salary (2014) of All Employees $91,000 $0 $0 $91,000

Average Household Income (2014) of Eligibles Only $91,000 $0 $0 $91,000

% of Eligibles < 400% of Federal Poverty Level 34% 0% 0% 34%

400% of Federal Poverty Level - Single (2014 Projected) $47,000

400% of Federal Poverty Level - Family of 4 (2014 Projected) $96,000

2013 Enrollment Data

Not currently eligible for employer's plan but working 30+ Hours/Week: 0 30+ Hours/Week and input as "Never" in 2014: 0

Currently waiving coverage in employer's plan but could enroll in 2014: 56 30+ Hours/Week and Input as "Waive" in 2014: 56

Single EE Plus Spouse EE Plus Child Family Total Enrolled

PPO1 59 27 24 79 189

PPO2 57 75 28 162 322

Total Employees 116 102 52 241 511

2013 Premium/Funding Rates 

Rate Effective Date: Jan 1, 2013 Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $347 $774 $655 $1,082 $754

PPO2 $382 $852 $720 $1,190 $928

2013 Employee Contribution Rates

Single EE Plus Spouse EE Plus Child Family Composite

PPO1 $50 $112 $95 $157 $109

PPO2 $86 $192 $162 $268 $209

Single Coverage In-Network Plan Design Characteristics

Deductible Coinsurance Out-of-Pocket Max HSA HRA Actuarial Value1    

PPO1 $1,000 0% $3,000 N/A N/A 86%

PPO2 $250 0% $2,250 N/A N/A 97%

1  The actuarial value represents the percentage of allowed medical charges (after network discounts) that are paid by the plan.  The complement of the 

actuarial value is the percentage of allowed medical charges paid by plan members through cost sharing (deductible, coinsurance, copays, etc.).  For 

illustration purposes, the plan benefit actuarial value(s) have been rounded to the nearest 1%.  The minimum estimated value in the model is 60%.
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Scenario I: Current Plan Designs

Southwest Power Pool

Impact on Enrollment 3    

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 561     0 56 0 0 0 0 56

Not Eligible 02     0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Some employees currently waiving coverage may join the plan in 2014 due to the individual mandate.

2  Employees who are currently not eligible and work more than 30 hours per week may be offered eligibility in the employer sponsored coverage in 

2014.  Based on user selected inputs, these employees will either join the employer plan, obtain subsidized coverage through the state exchange (if 

applicable) in 2014 unless eligible for Medicaid in 2014, or not be offered coverage and incur maximum penalties for the employer.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.

Impact on Employer Costs 4    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1     TaxAdj & Fees3     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $4,580,000 $90,000 $4,670,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $4,580,000 $90,000 $4,670,000

2014 Incremental Cost/(Savings) ($) $90,000

2014 Incremental Cost/(Savings) (%) 2.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  
Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

4  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force 

medical plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Scenario II: Terminate Plans

Southwest Power Pool

Impact on Employer Costs

Without
------------------------------------With PPACA------------------------------------

PPACA1  

PreTax Cost Salary Adjustment3     TaxAdjustment4     Tax Adjusted Cost

Covered $4,580,000 $0 $0 $1,675,000 $1,675,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Exchange Penalty 2     N/A $1,074,000 $0 $0 $1,074,000

Total $4,580,000 $1,074,000 $0 $1,675,000 $2,749,000

2014 Incremental Cost/(Savings) ($) $(1,831,000)

2014 Incremental Cost/(Savings) (%) -40.0%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes Southwest Power Pool pays an exchange penalty of $2,000 for all eligible employees, less the first thirty.  

3  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability related to a portion of employee contributions that were previously sheltered from the FICA tax. 

Impact on Employee Costs 2    

Without
-------------------------------------With PPACA-------------------------------------

PPACA1  

PreTax Cost1,3  Salary Adjustment 4   TaxAdjustment5     Tax Adjusted Cost

Covered $1,138,000 $3,546,000 $0 $299,000 $3,845,000

Waive $0 $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0 $0

Total $1,138,000 $3,546,000 $0 $299,000 $3,845,000

2014 Incremental Cost/(Savings) ($) $2,707,000

2014 Incremental Cost/(Savings) (%) 237.9%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

3  Assumes all employees of who currently elect coverage will purchase insurance on a state insurance exchange unless they are eligible for Medicaid in 

2014.  Employees are assumed to purchase a "Silver" level plan on the exchange, which has an actuarial value of 70%.  The employee costs on the 

exchange vary by employee depending on their assumed household income.

4  Salary adjustments may include a percentage share of the potential employer savings due to plan termination payable to each covered employee, or a 

flat dollar salary increase benefit to all employees working over 30 hours per week.

5  Assumes a marginal individual tax rate of 20%  The employees are assumed to have an additional FICA tax liability related to the employee contributions 

that were previously sheltered from the FICA tax.
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Scenario III: 60% Actuarial Value Plan Design

Southwest Power Pool

Impact on Enrollment 1,2,3   

----2013 Actual Enrollment ---- --------------------------------------------2014 Projected Enrollment---------------------------

Covered Waive Exchange Never <30 Hrs/Wk Medicaid Total

Covered (Not Seasonal) 511 511 0 0 0 0 0 511

Waive 56 0 56 0 0 0 0 56

Not Eligible 0 0 0 0 0 0 0 0

Covered (Seasonal) 0 0 0 0 0 0 0 0

567 511 56 0 0 0 0 567

1  Assumes that a non-single employee's household income is 100% of the employee's projected 2014 salary.

2  All employees who work less than 30 hours per week are assumed to be ineligible for the employer plan in 2014.

3  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment. These adjusted plan designs are further reduced to a 60% actuarial 

value in this scenario.  Employee contributions are then adjusted on a plan relative value basis to a 60% plan.

Impact on Employer Costs 5    

Without PPACA1     --------------------------------With PPACA-----------------------------

PreTax Cost 1,3 TaxAdj & Fees4     Tax Adjusted Cost

Covered (Not Seasonal) $4,580,000 $2,940,000 $690,000 $3,630,000

Waive $0 $0 $0 $0

Not Eligible Pre 2014 $0 $0 $0 $0

Covered (Seasonal) $0 $0 $0 $0

Exchange Penalties 2     N/A $0 $0 $0

Total $4,580,000 $2,940,000 $690,000 $3,630,000

2014 Incremental Cost/(Savings) ($) $(950,000)

2014 Incremental Cost/(Savings) (%) -20.7%

1  Assumes a composite medical trend of  8.0% for the period 2013 to 2014

2  
Includes penalties of $3,000 per applicable non-seasonal employee, or prorated for seasonal employees, plus maximum penalties if "Never" >5%.  

3  The plan cost has been adjusted to reflect a change in plan design to a single plan with an actuarial value of 60%.  Employee contributions have been 

reduced in a manner that holds the employer subsidy percentage constant.

4  Assumes a marginal corporate tax rate of 35% for purposes of determining additional or forfeited tax deductions.  The employer will also have an 

adjusted FICA tax liability and exposure to PCORI and Transitional Reinsurance Assessment fees per covered member (includes covered dependents).

5  Assumes that the projected 2014 employer premiums are adjusted by a multiplicative factor of 1.0 relative to the premiums of current in-force medical 

plans.  Employee contributions are assumed to not be impacted by this adjustment.
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Actuarial Assumptions

Southwest Power Pool

Medical Trend Rate Federal Poverty Level (By Family Size) Marginal Tax Rates

1/13 - 1/14 8.0% 1 2 3 4 Corporate 35%

1/14 - 1/15 7.5% 2011 $10,890 $14,710 $18,530 $22,350 Individual 20%

1/15 - 1/16 6.0% 2012 $11,170 $15,130 $19,090 $23,050 FICA 7.65%

1/16 - 1/17 6.5% 2013 $11,490 $15,510 $19,530 $23,550 Household Income

1/17 - 1/18 5.0% 2014 $11,720 $15,820 $19,921 $24,021 2014 Factor 1   100%

1/18 - 1/19 5.5%

1/19 - 1/20 5.0% Assumed Family Size (By Rating Tier) Wage Trend Rate

1/20 - 1/21 4.5% 2 Tier 3 Tier 4 Tier 1/13 - 1/14 3%

1/21 - 1/22 4.0% Single 1 1 1 1/14 - 1/15 3%

1/22 - 1/23 4.0% EE Plus Spouse N/A 2 2 1/15 - 1/16 3%

1/23 - 1/24 4.0% EE Plus Child N/A N/A 2

1/24 - 1/25 4.0% Family 3 4 4

1/25 - 1/26 4.0%

1/26 - 1/27 4.0%

1/27 - 1/28 4.0%

1The household income assumption represents the ratio of household income to a non-single employee's 2014 projected salary.

● Waiving employees who join the employer plan are assumed to enroll in the plan design with the lowest employee contributions.  Waiving 

employees assigned Composite rating tiers follow the same tier mix as employees currently enrolled in the plans.  Currently not eligible 

employees who join the employer plan are assumed to enroll in the respective rating tier using Composite employee contributions, and 

follow the same tier mix as employees currently enrolled in the plans.

●  Currently not eligible employees who work 30+ hours per week are assumed to become eligible in 2014 under PPACA unless input as 

"Never" to be offered coverage.  If more than 5% of employees are Never offered coverage, maximum penalties incur for the employer.  

● Inflation (CPI-U) is assumed to be 3% per year.

● Seasonal employees are assumed to work for 100% of the calendar year.

● This actuarial model has been coded to assume that in 2014, a morbidity adjustment of 0% will take place starting in 2014.

● This actuarial model has been coded to assume that in 2014, state Medicaid eligibility ends for employees who earn more than 133% of the

federal poverty

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries 0%/0%/0%/0% of the plan savings associated with employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.

● This actuarial model has been coded to assume that in 2014 for the plan termination scenario, Southwest Power Pool will increase 

employee salaries by flat dollar amounts equal to $0/$0/$0/$0 for employees who earn less than or equal to Medicaid/200% of FPL/400% of 

FPL/more than 400% of FPL, respectively.
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Examples of Plan Designs by Actuarial Value
1 

Southwest Power Pool

Plan Design Parameters 60% 70% 80% 90%

In-Network Deductible (Single/Family) $2,000/$4,000 $1,500/$3,000 $1,000/$2,000 $200/$400

In-Network Coinsurance 30% 20% 10% 10%

In-Network Out-of-Pocket Max (Single/Family) $6,150/$12,300 $4,000/$8,000 $2,000/$4,000 $1,000/$2,000

Out-of-Network Deductible (Single/Family) $5,000/$10,000 $4,000/$8,000 $2,000/$4,000 $400/$800

Out-of-Network Coinsurance 40% 30% 20% 20%

Out-of-Network Out-of-Pocket Max (Single/Family) $10,000/$20,000 $8,000/$16,000 $4,000/$8,000 $1,000/$2,000

In-Network PCP Copay $30 $20 $15 $10

In-Network SCP Copay $60 $40 $30 $20

In-Network ER Copay $150 $100 $75 $75

Rx Copays $20/$40/$80 $10/$30/$40 $10/$20/$40 $10/$20/$40

1The plan designs above are intended for illustration purposes only.  These plans have not been used in the projections of costs contained elsewhere 

within this report. 
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SPP Benefit Plan 
Update 

 

October 8, 2013 

Federal Government Update 

• August 29, 2013 – IRS issued Rev. Ruling 2013-17 

– Provided additional guidance after Supreme Court overturned 
definition of marriage under DOMA 

– Ruling provides that for federal tax purposes, including employee 
benefit purposes, a person will be considered a spouse “if the 
marriage is recognized in the law of the State of the ceremony, 
regardless of the law of the State of domicile” 

– Employers are to comply with ruling September 16, 2013 

• September 18, 2013 – Department of Labor (DOL) statement 

– Agrees with IRS ruling  

2 
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Federal Government Update 
 

• SPP Retirement Plan States: 

– “The administration of the Plan shall be governed by the laws of 
the State of Arkansas, except to the extent preempted by the laws 
of the United States, …” 

• SPP benefit plan documents do not define “spouse” 

• SPP Benefits affected by IRS ruling: 

– 401(k)  

– Defined Benefit Retirement Plan 

– Flexible Spending Accounts under cafeteria plan 

– FMLA 

– COBRA 

• SPP Benefits not affected by IRS ruling: 

– Medical, Dental, Life, Vision insurance 

 3 

Federal Government Update 
 

• SPP has elected to extend coverage of all SPP benefit plans – 
medical, dental, life and vision to the spouses of employees if a 
SPP employee provides SPP with a marriage certificate that is 
valid in the “State of ceremony.”  

– This will ensure compliance with federal law 

– All SPP benefit plans are administered consistently 

– This change will be effective November 1, 2013.   

• No additional costs to SPP to implement this change 
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SPP Wellness 
Program Update 

 

October 8, 2013 

• Wellness program identified as desired SPP benefit  and 
strategy 

• Wellness room incorporated into corporate campus 
construction – intended for use by on-site nurse 

• Investigation of providing on-site nurse: 

– Costly - $270,000/annual for 16 hours/week coverage 

– Positive ROI typical for employers with > 1,000 employees 

– On-site nurse not good use of corporate funds 

2 

Background 
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• Identify wellness program solution for SPP 

– Cultural fit for SPP 

– Identify program that strategically supports the success of 
SPP with a positive ROI 

• Successful Wellness Programs: 

– Have support from all levels of corporate leadership 

– Culture fit for organization – aligned with culture 

– Comprehensive and engaging 

– Low to no-cost to employees and easily accessible 

– Establish partnerships in the community 

– Communication – media diversity 
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Challenge 

• Lower costs for SPP 

– Healthy and health conscious employees  

– Lower medical claims 

– Lower pharmacy usage 

• Increase employee productivity 

– Healthy employees are absent less often and perform 
better at work 

• Increase Employee Engagement and Moral 

– Pride in organization 

– Commitment to wellness 
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Desired Outcomes 
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Program: Generate Wellness 
• Wellness program that utilizes multiple components to 

achieve desired SPP goals. 

• SPP staff program coordinator 

• On-site Healthspot Kiosk – located in wellness room 

• Fitbit  - offered at discount to employees 

• Partnerships to provide services to employees: 

 IncentaHEALTH 

 United HealthCare 

 Arkansas Heart Hospital 

 Chenal Health and Fitness 

 Weight Watchers 

 Southwest EAP 
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Generate Wellness Program 
• Healthspot Kiosk and Fitbit 

• Monthly activities and education 

• Discounted rates at Chenal Health and Fitness 

• Lactation room on campus 

• Weight Watchers at Work Program 

• Stress Management Education – on-campus massage 

• Defibrillators on campus – Safety Team trained on use 
and CPR 

• On-site Flu Shots 

• Bio-metric screenings 
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HEALTHspot Kiosk 

• Employees can privately measure 
their progress.  

– Weight and Body Mass Index 
calculated and tracked 

– Medical grade scale 

– Color touch screen 

– Fitbit automatically syncs with 
kiosk 

• Blood pressure cuff adds systolic, 
diastolic, and pulse readings. 
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Fitbit  

8 

• Activity tracker that automatically tracts activity 
during the day, based on personal profile. 

– Steps taken 

– Calories burned 

– Distance traveled 

• Statistics automatically upload to participant’s 
Progress Report whenever the tracker is within 15 
feet of the base station.  

• Resets every night 

• Free smart phone application 

• Interacts with multiple smart phone applications 
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Kiosk costs: 

9 

Program Parameters Values 

Total Number of Employees (All Locations) 600 

% of Employees Overweight (Estimated 
based on US overweight/obesity rate) 

67% 

Number of Overweight/Obese Employees in 
Employer Population 

402 

% of Overweight/Obese Employees Enrolling 
(Estimated) 

56 

Number of Overweight/Obese Employees 
Enrolling (Estimated) 

225 

Number of Healthy Weight Employees 
Participating (Estimated) 

26 

Total Number of Employees Participating 252 

Number of Employees Achieving 5.7% 
Reduction in BMI 

62 

Annual Cost Savings Per Successful 
Participant 

$1,011 

Total Estimated Cost Savings Per Year $62,817 

Total Per Employee Per Month Fee $5.53 

Annual Fee to Administer Program $39,816 

Activity Incentives 

10 

Participant 

Weight 

Loss 

Quarterly 

Reward 

Amount 

5% $15 

10% $30 

15% $45 

20% $75 

25% $105 

30% $150 

<25 to start $5 

• Incentives are processed 
through IncentaHEALTH,        
not SPP 

• Anticipating 35-40% of 
participation from employees 

• Included in costs of Kiosk 
program. 
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Annual Program Costs: 

11 

Component Annual Costs 

Kiosk (Note: spouse participation is free!) $39,816 ($5.53 PEPM) 

Fitbit ($51/device – employees pay $20)  $7,750 (for 250 devices) 

Biometric screenings – Heart Hospital  $9,000 ($15/employee, assuming 600) 

Flu Shots $8,750 ($25/employee, assuming 350) 

Total estimated annual costs: $65,316 

Note:  Costs for Weight Watchers at work not included.  Cost is $60/employee per 
session. 

Potential Savings to SPP: 
$65,000 - $130,000 annually * Estimated ROI for wellness programs range from 
$1 - $3 per dollar spent, based on decreased costs of medical and pharmacy 
claims. 

• Have support from all levels of corporate leadership 

– Commitment from SPP officers and management 

• Culture fit for organization – aligned with culture 

– Relationship based with employee events and partnership with community, 
technology based with Kiosk, email reports and Fitbit, include spouses 

• Comprehensive and engaging 

– Variety of activities and opportunities 

• Low to no-cost to employees and easily accessible 

– Fitbit (Not required to participate) $20, spouse participates for no cost 

• Establish partnerships in the community 

– Heart Hospital, Chenal Health and Fitness, Weight Watchers, Southwest EAP, 
United HealthCare 

• Communication – media diversity 

– Circuit, lobby materials, smart phone applications 
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Successful Wellness Programs: 
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Memorandum 
To:  SPP Human Resources Committee 
From:  Malinda See 
Date:  10/08/2013 
Re:  SPP Fraud Prevention Report  
 
Southwest Power Pool (“SPP”) administers and funds benefit plans for its employees providing for 
medical insurance coverage and retirement benefits.  SPP complies with federal regulations requiring an 
annual audit of these plans by an independent firm which includes auditing the processes and procedures 
governing the plans as well as reviewing activities designed to limit possible fraud within the plans.    The 
following documentation is provided to the Committee to highlight the fraud risk and mitigation 
procedures currently in place.  
 
SPP utilizes multiple fraud prevention and detection measures.  These measures are reviewed by SPP’s 
Internal Audit department and independent auditors for proper documentation, appropriateness, and 
thoroughness.  SPP’s Internal Audit department has specifically reviewed process documentation of the 
following SPP HR processes related to benefit plans: 

• Form 5500 (401(k)) 
• 401(k) Enrollment 
• Payroll (to ensure benefits are properly deducted) 
• Benefit Billing Reconciliation 

 
Different types of fraud could impact the SPP benefit plans; collusion between employees charged with 
plan administration, false information supplied by SPP employees and actions taken by only one 
employee involved in plan administration.  SPP staff has taken the following steps to address and mitigate 
fraud risk: 
 

• Payroll:  Human Resources management has segmented human resource and payroll duties by 
staff members.  The Human Resources Information System (HRIS) contains security features that 
allow for very specific segmentation of duties and access by user.  Only the “Master User” 
(Director of Corporate Services) may change security features of the software.  The compensation 
specialist has checks in place prior to creating payroll that serves as a check for any false 
information (i.e. creation of a “phantom” employee) entered by the Master User.  The payroll 
procedure and checks and balances is listed below: 

o In order to create a new employee, data must be input by two different HR personnel (HR 
Employee Benefits Specialist and HR Compensation Specialist).   

o Payroll is created and initiated by the Compensation Specialist, and submitted to a 
financial clearing house. 

o Only three employees at SPP can login to the financial clearing house and initiate payroll 
payments:  the CFO, the Controller, and the Director, Corporate Services. 
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o Prior to payroll approval, reports are generated and reviewed by the approver (typically the 
Director, Corporate Services), to examine all employee additions, changes, and 
terminations.  These reports are printed and included in a hard copy payroll approval file. 
 

• Medical Plan:  SPP has a third party administrator (TPA) for the self-insured medical plan. This 
TPA (United Healthcare) has provided documentation of controls and procedures regarding the 
handling of confidential SPP data.  The TPA provides monthly reports to SPP on medical and 
pharmacy plan usage.  These reports are reviewed for plan participant accuracy by HR staff, to 
ensure that claims paid for are SPP employees and their dependents enrolled in the plan. 
 

• Benefits Enrollment:  SPP requires employees to provide proof of eligibility at enrollment (i.e. 
marriage certificates, birth certificates), prior to final confirmation.  SPP also performs 
background checks on employees at initial hiring and every 7 years thereafter. 
 

• 5500 Benefit Plan Reporting:  SPP’s Internal Audit department routinely reviews this reporting 
function.  In addition, SPP’s independent external auditors review the reporting process annually.  
Based on a recommendation from the Internal Audit department, Form 5500 reports are created by 
the HR Manager, reviewed by the Director, Corporate Services, and signed by the CFO, resulting 
in a two-tiered review process.  SPP’s Internal Audit department and SPP’s independent external 
auditor agree that controls and procedures are in place to ensure reporting accuracy. 

 
• Training:  SPP conducts annual training for all employees on the following topics: 

o Ethics and Code of Conduct 
o Harassment and Discrimination Awareness 
o Security 
o Management Skills Training (mandatory) 

Employees are required to complete each training class in a 30 day time period.  If an employee 
fails to complete the training, their employee badge is disabled and they are prohibited from 
entering SPP office space until their training is complete. 
 

• Compliance and Fraud Alert “Hotline” The SPP Compliance Hotline has been in place since 
October 3, 2005.  The hotline is available to employees of SPP, Inc. and is answered 24 hours a 
day, 7 days a week for confidential reporting of suspected or known compliance/ethical concerns.  
This number is included in the “Ethics and Code of Conduct” training and is listed on the front 
page of the employee intranet web site.  This number is also publicized periodically in articles 
posted on the employee intranet web site. These issues could include, but are not limited to, 
financial, compliance, safety, or human resources issues.  The hotline is administered by an 
independent, third-party organization, Compliance Concepts, Inc.  The hotline provides an 
anonymous avenue for employees to voice concerns when they do not feel comfortable speaking 
to supervisors or Human Resources employees.  All calls to the hotline are documented, 
immediately reported to the SPP Director, Corporate Services and investigated.   

 
The Internal Audit (IA) department completed a test of the Southwest Power Pool (SPP), Inc. 
Compliance Hotline administration process in August 2013.  The purpose of the test was to verify 
that SPP’s Compliance Hotline functions as designed.  The Internal Audit department noted the 
hotline worked as expected during the test. 
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SPP HR Support of 
Strategic Plan 

 

October 8, 2013 

2 

SPP Strategic Plan 

Build A Robust 
Transmission 

System 

Create 
Member 

Value 

Develop An 
Efficient 
Market 
Process 
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• Implement Priority Projects 

• Develop/Implement Integrated Transmission Planning 
Process 

• Regional Cost Recovery 

• Inter-Regional Optimization 

• Operational Optimization 

3 

Build a Robust Transmission System 

• Career Development for Engineering Job Roles 

– Career paths defined 

– Engineering Library 

– Knowledge, Skills, and Abilities defined 

– Engineer “University” reestablished 

• Teamwork curriculum for IPT 10 

• Facilitation Training and Support 

• Engineer Rotation Program 

• Summer Internships 

Build a Robust Transmission System 

4 

SPP HR Support 
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• Implement Day Ahead Market with Transmission 
Congestion Rights 

• Implement Reliability Unit Commitment Process 

• Incorporate Operating Reserves into Real Time 
Balancing and Day Ahead Markets 

• Implement Consolidated Balancing Authority 

• Demand Response Integration 

• Manage Implementation 
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Develop Efficient Market Processes 

• Job Role Readiness Program 

• Recognition Action Plans (RAPS) 

• Facilitation Training and Support 

Develop Efficient Market Processes: 

6 

SPP HR Support 
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• Reliability Excellence 

• Benchmarking and Measurement 

• Enhance Market Monitoring Tools 

• Continuous Process Improvement 

• Strategic Membership Expansion 

• Communication and Education 
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Create Member Value 

• Training 

– SPP Audit Prep Training  - Communication class, mock audits 

– Lean Process curriculum development 

– Facilitation Training and Support 

– Stress Management 

– Lunch & Learns 

– Supervisory and Staff training on SPP culture, competencies, and leadership 
principles 

• Work with members on job postings 

• Retention Efforts 

– Benefits, Career Development, Employee Relations, Staffing 

 

Create Member Value 

8 

SPP HR Support 
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SPP Strategic Plan 

SPP HR Support 

Talent Management Solutions 

Job Analysis Solution 

Attracting, Recruiting, Selecting Solution 

On-Boarding Solution 

Performance Review Solution 

Learning and Development Solution  

Career Planning Solution 

Succession Planning Solution 
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Southwest Power Pool, Inc. 

HUMAN RESOURCES COMMITTEE 
Recommendation to the SPP Board of Directors 

Request to name SPP Human Resources Committee as named fiduciary for 401(k) Plan 

And 

Creation of Administrative Committee for all SPP Retirement Plans 
October 8, 2013 

Organizational Roster 
The following members represent the Human Resources Committee: 

Ms. Phyllis Bernard, Chair 
Mr. Julian Brix 
Ms. Lori Dunn     
Mr. Duane Highley  
Mr. Mike Palmer 
Mr. Noman Williams 

SPP Director 
SPP Director 
Calpine Corporation 
Arkansas Electric Cooperative Corporation 
Empire District Electric Company 
Sunflower Electric Power Corporation 

Background 
The SPP Human Resources Committee has evaluated the roles and responsibilities of fiduciary, trustee 
and plan administrator for the SPP 401(k) and Defined Benefit Retirement Plans.  The committee had 
identified a need to clarify their role as fiduciary for the 401(k) plan and to identify a plan administrator role 
for both retirement plans. 

Analysis 
The SPP Defined Benefit Retirement Plan, “Southwest Power Pool, Inc. Retirement Plan” (“Plan”), has 
been updated to include a provision that states: “The Board of Directors may appoint an additional 
committee to perform fiduciary functions of the Plan Administrator other than the authority or discretion to 
manage or control assets of the Plan, which shall be retained by the Plan Administrator. Such additional 
committee shall be referred to herein as the “Administrative Committee.” To the extent that such 
Administrative Committee performs discretionary functions delegated to it, such committee shall be a 
fiduciary with respect to the Plan. The Administrative Committee shall consist of as many members as the 
Board may determine which may be by position in the Company.” 
 
The SPP Human Resources Committee recommends the SPP Board of Directors exercise this option to 
name an Administrative Committee by SPP job title to consist of the following:  SPP CEO, General 
Counsel, CFO, and Director, Corporate Services.  
 
Recommendation 

The Human Resources Committee recommends Southwest Power Pool Board of Directors amend the 
401(k) plan document to specifically name the SPP Human Resources Committee as fiduciary and create 
an Administrative Committee for both SPP retirement plans. This Administrative Committee will consist of 
the SPP CEO, General Counsel, CFO and Director, Corporate Services.  The Administrative Committee 
will report to the Human Resources Committee. 

Approved: Human Resources Committee October 8, 2013 

Action Requested: Approve Recommendation 

 



Retirement (DB Plan) 
Board 

Approves plan design/document 
Appoints named fiduciary 

Appoints trustee 
Appoints Administrative Committee 

Human Resources 
Committee 

Recommends plan 
design/document to Board 

Finance Committee 
Serves as named fiduciary, 

appoints investment managers 
and approves investment policy 

Admin Committee 
Fiduciary function other than 

investments 

Investment Managers 
Section 3(38) invests assets 

assigned to them 

Custodian/Trustee 
Holds assets 



401(k) Plan 
Board 

Approves plan design 
Appoints named fiduciary 

Appoints record-keeper and trustee 

 

Human Resources Committee 
Serves as named fiduciary, appoints investment 

advisor, approves investment policy and 
recommends record keeper/custodian/trustee 

and plan design to Board 

Record Keeper 
Manages Platform/Does 

Compliance 

Custodian/Trustee 
Holds Assets 

Investment Managers 
3(21) recommends investment policy to HR Committee 

3(38) determines fund line up 
3(38) determines QDIA 

Conducts enrollment and  
participant education (non-fiduciary) 
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401(k) Savings Plan



Plan Id No. 4-21698
(EGTRRA)

PLAN HIGHLIGHTS

Plan Highlights briefly describes the plan. The rest of this booklet explains in
greater detail how the plan works.

We started the plan on January 1, 1996.

The plan:

• Lets you defer a percentage of your pay by making 401(k) elective
deferral contributions under the plan.

• Matches a percentage of your 401(k) elective deferral contributions.
That's extra money for you.

• Provides that you are 100% vested (see Part 3) in your account resulting
from:

any money you contribute

matching contributions

• Allows you to increase your benefits by making voluntary contributions.

• Gives you tax deferral on any earnings until you receive them as benefits.
If you choose to make Roth elective deferral contributions, earnings on
such contributions will not be taxable if received in a qualified distribution
(see Part 2).

• Offers different ways to receive your benefits. You choose the right way
for you.

If you are already making 401(k) elective deferral contributions, you are on your
way to a more secure future. If you aren't making 401(k) elective deferral
contributions, there's still time to start.
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About This Booklet

This booklet is the summary plan description. It explains how the plan currently
works, when you qualify for benefits, and other information.

If any part of this summary plan description (booklet) conflicts with the terms of
the plan, the terms of the plan will be followed. The plan is much more detailed.

The terms "your account" and your "vested account" refer to the account that
has been set up for you under the plan. This account includes the amounts
contributed to the plan on your behalf and any investment gains and losses.
Use of these terms does not give you any rights to the account or any assets of
the plan other than those described in this booklet.

Ask the plan administrator if you have questions. Part 7 of this booklet lists the
plan administrator's name and address.
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PART 1 JOINING THE PLAN

When You Join

You join the plan as an active participant on the first day of the month on or
after you meet these requirements:

• You are an eligible employee.

• You are age 21 or older.

This date is your entry date.

You are an eligible employee unless you are any of the following:

• A leased employee

Signing Up

If you are an eligible employee, you are automatically enrolled to defer a
percentage of your pay, unless you choose a different percentage. You may
choose to defer a different percentage, including zero, by completing an
elective deferral agreement. Part 2 tells you more about these contributions.

You need to name the person who will receive any death benefit if you die
before retirement. If you name someone other than your spouse and you have
been married at least one year, your spouse must agree to your selection.

You need to tell us how you wish to use the investment options available for
your account (see Part 3).

PART 2 CONTRIBUTIONS TO THE PLAN

Plan contributions create an account for you. That account holds your money.
Contributions share in investment earnings or losses. You don't pay taxes on
any earnings until later - when you receive that money. If you choose to make
Roth elective deferral contributions, earnings on such contributions will not be
taxable if received in a qualified distribution.



2

401(k) Elective Deferral Contributions

You are automatically enrolled to defer 3% of your pay as of the date you
become a participant in the plan, unless you choose a different percentage or
you choose not to defer (see Part 1). If you are a participant in the plan when it
is amended to add the automatic enrollment feature and you are not making a
401(k) elective deferral contribution (either because you didn't complete an
elective deferral agreement or because you elected to defer 0%), you are
automatically enrolled to defer 3% of your pay. If you do not choose a different
percentage (including zero), the percentage will also be automatically increased
each January 1 by 1% up to a maximum percentage of 6%. If you choose not
to defer and 401(k) elective deferral contributions have been automatically
withheld from your pay, you may request that these amounts be paid directly to
you by completing the proper form. If you request a withdrawal of the automatic
deferrals, your elective deferral contributions will stop, unless you complete an
elective deferral agreement to make future deferrals. You must request the
withdrawal within 90 days after the first automatic 401(k) elective deferral
contribution is made to your account. Any matching contributions that may have
been made to your account because of the automatic deferrals will be removed
from your account and will be treated as a forfeiture. Your 401(k) elective
deferral contributions will be pre-tax elective deferral contributions unless you
designate all or a portion as Roth elective deferral contributions by completing
an elective deferral agreement. You may defer as much as 100% of your pay.
Your 401(k) elective deferral contributions will begin or change as soon as
administratively feasible following your entry date or any following first day of the
month. Your agreement to stop your deferrals may be made on any date and
will be effective as soon as administratively feasible following that date.

Your 401(k) elective deferral contributions are pre-tax elective deferral
contributions. These contributions reduce your total taxable income which
reduces your current taxes. These contributions and any earnings will be taxed
later when received as a benefit.

You may designate all or a portion of your 401(k) elective deferral contributions
as Roth elective deferral contributions instead of pre-tax elective deferral
contributions. Such designation must be made before the deferral is made and
cannot be changed except for future contributions. Roth elective deferral
contributions do not reduce your total taxable income and do not reduce your
current taxes. Because you pay taxes on these contributions when they are
made, these contributions will not be taxed later when received as a benefit. If
these contributions are received in a qualified distribution, any earnings will not
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be taxed. If these contributions are not received in a qualified distribution, any
earnings will be taxed when received as a benefit. A distribution will be a
qualified distribution if the following conditions are met:

• The distribution is made on or after the date you attain age 59 1/2, on or
after the date of your death, or as a result of you becoming disabled as
defined in the tax code.

• The distribution is made after the end of the 5-taxable-year period
beginning with the first taxable year in which you make a Roth elective
deferral contribution to this plan.

Because each person's tax situation or need for an early distribution is different,
you should check with your tax advisor before designating your 401(k) elective
deferral contributions as Roth elective deferral contributions.

Your 401(k) elective deferral contributions:

• Give you an additional return on your dollars through our matching
contributions.

• Build income for your retirement years.

• Reduce your income taxes, letting you save for the future with dollars
you would otherwise pay in current taxes. However, Roth elective deferral
contributions do not reduce your current income taxes. Such contributions
reduce your taxable income when benefits are received.

• May provide investment earnings that aren't taxed until you get your
benefits. However, any investment earnings on Roth elective deferral
contributions will not be taxed if received in a qualified distribution.

You may make catch-up contributions in a taxable year if you will be at least
age 50 by the end of that year. Catch-up contributions are 401(k) elective
deferral contributions in excess of any limit on such contributions under the plan.
For 2012, the maximum catch-up contribution is $5,500. For years after 2012
the maximum is subject to change each year for cost of living changes. Your
401(k) elective deferral contributions, including catch-up contributions, will be
limited to the stated plan limit.

Social Security tax is based on your income before you defer. That means your
Social Security benefits stay the same no matter how much you defer.



4

Federal law limits the amount you can defer under all plans. You can find
information about the limits at the end of Part 2.

Matching Contributions

Our matching contributions give you an additional return on the amount you
defer. We will make a matching contribution equal to 100% of your 401(k)
elective deferral contributions which are not over 1% of your pay, plus 75% of
your 401(k) elective deferral contributions which are over 1% of your pay, but
are not over 6% of your pay.

Matching contributions are calculated based on your pay and 401(k) elective
deferrals for the payroll period. Matching contributions are made for all persons
who were active participants at any time during that payroll period.

Voluntary Contributions

You may make voluntary contributions if you are an active participant.

These contributions give you added income for your retirement years. Earnings
on your voluntary contributions accumulate tax free until you receive them as
benefits.

The plan administrator will tell you when you can begin, stop, or change these
contributions.

Makeup Contributions

You can make up missed 401(k) elective deferral contributions and voluntary
contributions when you return to work for us after a period of qualified military
service as required by law. If you make up such 401(k) elective deferral
contributions, we will make any matching contributions that apply.

Helpful Terms

Pay means your total pay including your elective contributions to any of our
plans. For purposes of all contributions, pay excludes any expense repayments
or other allowances, fringe benefits, moving expenses, deferred compensation
and welfare benefits.

Elective contributions are salary reduction amounts contributed by an employer
at an employee's election to a 401(k) plan, simplified employee pension,
cafeteria plan, qualified transportation fringe benefit plan, or tax sheltered
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annuity. Elective contributions also include amounts deferred under a 457 plan
or employee contributions "picked up" by a governmental employer and treated
as employer contributions.

Pay includes differential wage payments (amounts we pay to you while you are
on military duty that are in addition to your military pay). 

Limits

401(k) Elective Deferral Limits

The law limits the amount you may defer in any tax year. For 2012, the limit
under all plans of our type is $17,000. For years after 2012 the limit is subject
to change each year for cost of living changes. If you are also a participant in a
plan of an unrelated employer, this limit applies to the amount you defer under
both plans. The combined limit for unrelated plans is increased if you will be at
least age 50 by the end of the year. For 2012, the increase will be $5,500 for a
combined limit of $22,500. For years after 2012, the increase is subject to
change each year for cost of living changes. If you are over the limit, you should
request one or both plans to pay any excess to you. Only amounts over the
limit may be paid to you, but you may choose whether it is paid from one or
both plans. If you don't have the excess paid to you, it is taxable to you, but
stays in the plans to be taxed again later when you receive it. Under our plan,
you must tell the plan administrator by March 1 of the following year if you want
any excess paid to you. If excess 401(k) elective deferral contributions are paid
to you, any matching contributions made because of those 401(k) elective
deferral contributions will be forfeited. Excess 401(k) elective deferral
contributions paid to you may include Roth elective deferral contributions. This
will not be treated as a qualified distribution and earnings on returned Roth
elective deferral contributions will be treated as regular taxable income. 

If you are a highly paid employee, the law may limit your contributions and our
matching contributions. Because of the limit, we will either restrict the amount
you can contribute in the future, or return your contributions over the limit. Your
returned 401(k) elective deferral contributions will be treated as regular taxable
income. However, any Roth elective deferral contributions will not be treated as
regular taxable income because you paid taxes on them when they were made.
If 401(k) elective deferral contributions are paid to you, any matching
contributions made because of these 401(k) elective deferral contributions will
be forfeited. Other vested contributions over the limit will be paid to you. The
amount paid to you will include any earnings. This will not be a qualified
distribution and earnings on returned Roth elective deferral contributions will be
treated as regular taxable income.
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Matching contributions which are forfeited because of these limits reduce our
future contributions.

Pay Limits

The law limits the amount of pay that may be used to determine contributions
each year. The 2012 limit is $250,000. This limit is subject to change each year
for cost of living changes.

415 Limits

The law also limits the amount of contributions that can be made for or by you
to the plan in a year to the lesser of 100% of pay or a dollar limit. This limit
applies to all defined contribution plans of ours and any related employers. The
dollar amount for years beginning after December 31, 2011 is $50,000. This
amount is subject to change each year for cost of living changes.

Ask the plan administrator if you want to know more about these limits.

PART 3 YOUR ACCOUNT:
VESTING AND GENERAL INFORMATION

Your Account

Your contributions and the contributions we make for you are credited to your
account. Your account equals the current value of these contributions.

Investing Your Account

Contributions made to your account are invested to provide benefits under the
plan. We decide which investment options are available for your account.

Many investment options have charges and restrictions that apply when you
remove money or transfer funds. The dollar amount that can be removed or
transferred may be restricted along with the dates on which such transactions
can be made. The plan administrator can tell you more about these charges
and restrictions and when they will apply.

You decide how to use the investment options for your contributions and the
contributions we make for you.

If you do not make an investment choice, we will apply the investment options
as directed by other documents related to the plan.
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The plan administrator will tell you more about the investment options.

Vesting in Your Account

The part of your account to which you always have a right is called your vested
account.

Under this plan, you are always 100% vested in your total account.

You Can Borrow From Your Account

Loans are available under the plan. As rules issued by the Department of Labor
emphasize, however, the plan's primary purpose is to provide retirement income
for you. These rules help make sure your money is available when you retire.

You must be a party-in-interest who is a participant or beneficiary to receive a
loan. The Employee Retirement Income Security Act of 1974 (ERISA) defines a
party-in-interest. Most people cease to be a party-in-interest when they stop
working for us. Loans are made on a reasonably equal basis under the plan's
loan policy. That means the limits and rules in the following paragraphs apply in
the same way to all such participants.

The loan will be limited to the amount you may borrow without the loan being
treated as a taxable loan to you. Generally, the loan may not be more than 50%
of your vested account or $50,000, reduced by any outstanding loan balance, if
any during the one-year period ending on the day before your new loan is
made, if less. The minimum loan is $ 1,000. You may be granted one loan
during any one-year period. Only one loan may be outstanding at a time. Your
vested account will provide the security for the loan. You may not use your
account as a security for a loan outside the plan.

A charge or restriction might apply for some investment options if you are
granted a loan. Talk with the loan administrator before you request a loan.

Because a loan may reduce benefits payable to your spouse at a later date, if
you are married you may need to have your spouse's consent to make or revise
a loan.

The interest rate will be based on the rates available for similar loans from
commercial lending institutions. The loan administrator periodically examines the
rates such lenders are using. Once a loan is granted, the interest rate on that
loan will not change.
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When you are granted a loan, you will need to sign a “promissory note”. A
promissory note is your written promise to repay the loan. The note will contain
information about your loan such as the amount loaned to you, the interest
charged, and any processing fees or late charges. You must assign the security
for the loan to the plan when the loan is granted.

As you repay the loan, the principal and interest are credited to your account. A
loan to a participant does not affect the account of any other participant.

Payment due dates and the length of the repayment period will be set out in the
promissory note. Payments will be due at least quarterly.  The repayment period
won't be longer than five years. Payroll deduction will be used to repay the loan
if available. You may repay the loan before it is due. A processing fee may be
charged as set out in the promissory note for payments which are not made by
payroll deduction.

If any amount remains unpaid for more than 90 days after due the loan shall be
in default. Upon default the entire principal balance and interest shall become
immediately due and payable. The amount of the outstanding loan will be
treated as a distribution and will be taxable to you. To recover the amount due,
the plan may use any part of your vested account available for distribution to
you.

Processing fees, late charges or extra costs incurred by the plan if you default
on a loan will be charged to your account.

However, no default will occur if payments are not made while you are actively
serving in the military or for a period up to one year during an approved unpaid
leave of absence, other than military leave. The plan administrator has
established guidelines for making up these past payments after you return to
work following such period of active military service or approved unpaid leave of
absence.

Sixty days after you stop working for us and are not a party-in-interest, the
balance of any outstanding loan is due.

The balance of any outstanding loan is due 60 days after the plan terminates.

You may request a loan by calling the TeleTouch® toll-free number (see Part
7), logging on to www.principal.com (if available), or contacting the loan
administrator for instructions.
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PART 4 WHEN THE PLAN PAYS BENEFITS

Your vested account will be used to provide benefits. If you stop working for us
and your vested account is $5,000 or less, your benefits will be paid to you at
that time. See Part 5 for how the plan pays benefits.

At Retirement

Unless you choose otherwise, benefits will start on your normal retirement date
if you are not working for us and you have a vested account under the plan.
You may choose to have benefits paid on this date even if you are still working
for us.

If you continue working for us after your normal retirement date, your benefits
will start on your late retirement date, unless you elect otherwise.

Normal retirement date means the earliest first day of the month on or after
the date you reach age 65.

Late retirement date means, if you continue working for us after your normal
retirement date, the first day of the month on or after the date you stop working.
You may choose to have your benefits start on the first day of any month after
your normal retirement date and before you stop working. If you do, that date
becomes your late retirement date. It's possible to have your benefits begin after
your late retirement date. If you think you would like to delay your benefits, talk
to the plan administrator before your late retirement date.

Required Beginning Date

Under the law you must begin receiving benefits by your required beginning
date. Your required beginning date is the April 1 following the later of the
calendar year in which you reach age 70 1/2 or stop working for us.

Withdrawals From Your Account

You may withdraw all or any part of your vested account resulting from your
voluntary contributions. You may make 2 such withdrawals during any one-year
period.

You may withdraw all or any part of your vested account resulting from rollover
contributions (see Part 6). You may make 2 such withdrawals during any
one-year period.
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If you are age 59 1/2 or older, you may withdraw all or any part of your vested
account resulting from:

• 401(k) elective deferral contributions

• matching contributions

You may make such a withdrawal at any time.

If you have a financial hardship, you may be able to withdraw all or any part of
your vested account resulting from:

• 401(k) elective deferral contributions (but none of the income earned on
such contributions)

Financial hardship means hardship due to immediate and heavy financial
need.  Federal rules allow hardship withdrawals for these reasons:

• To pay medical expenses that would be tax deductible (without regard to
whether the expenses exceed 7.5% of adjusted gross income).

• To purchase your primary home, stop your eviction from your primary
home, or stop foreclosure on such home.

• To pay tuition, related educational fees, and room and board expenses,
for the next 12 months of post secondary education for you, your spouse,
your children, or your dependents (as defined in the plan).

• To pay funeral or burial expenses for your parents, your spouse, your
children, or dependents (as defined in the plan).

• To pay expenses to repair damage to your primary home that would be
tax deductible (without regard to whether the expenses exceed 10% of
adjusted gross income).

You may have a withdrawal for financial hardship only if you have received all
other withdrawals or loans available to you under our plan(s). You may not
withdraw more than the amount of your immediate and heavy financial need.
The amount of the withdrawal may include the amount of taxes that will result
from the withdrawal. After the withdrawal, you may not make 401(k) elective
deferrals or other contributions to our plan(s) for six months.
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Your request for withdrawal must be in writing on a form provided by the plan
administrator. You must complete and return it before the date of withdrawal.

Federal law may require you to have your spouse's consent.

A charge or restriction might apply for some investment options if you make a
withdrawal. Talk with the plan administrator before you complete the form.

At Termination

If you stop working for us before you are eligible to retire, you may choose to
have all or any part of your vested account paid to you at any time.

You may leave your account under the plan if your vested account is more than
$5,000. It will continue to participate in the plan investments and provide
benefits when you retire or die.

At Death

If you die before benefits start, your vested account will be paid to your spouse
or beneficiary under one or more of the forms available under the plan (see Part
5). If you die after you start receiving benefits, death benefits will be paid
according to the form you chose. Not all forms have death benefits.

Tax Considerations

Benefits you receive are normally subject to income taxes. You may be able to
postpone or reduce the taxes that would otherwise be due. In addition, benefits
you receive before age 59 1/2 may be subject to a 10% penalty tax.

Each person's tax situation differs. Your tax advisor can help you decide the
best way for you to receive benefits.

PART 5 HOW THE PLAN PAYS BENEFITS

You make an important choice when you decide how to receive your benefit.
Things to consider include the money you will need every month, any death
benefits you want to provide, and your tax situation.
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If your vested account is more than $5,000, you may choose to have your
vested account paid under any of the optional forms available under the plan.
The plan administrator or your tax advisor can help you make your choice. You
may also call Principal Financial Group® at this toll-free number for answers to
your benefit questions: 1-800-547-7754.

The amount of the payments will depend on the amount of your vested account
and the optional form chosen. If the optional form pays you a monthly income
for life, the amount of the payments will depend on your age. If the option also
provides a monthly income for the life of someone who survives you, the
amount of the payments will also depend on the age of your survivor.

At Termination or Retirement

If your vested account is $5,000 or less, your vested account will be paid to you
in a single sum. Federal law requires the plan to automatically roll your vested
account to an IRA in a direct rollover (see Part 6) if:

• your vested account is more than $1,000

• you have not reached age 65

• you do not elect to have your vested account paid to you in a single sum
or rolled to another retirement plan or an IRA of your choice in a direct
rollover

For more information regarding the designated IRA for automatic rollovers see
Part 7. For questions regarding the automatic rollover rules, contact the plan
administrator or call Principal Financial Group at this toll free number:
1-800-547-7754.

If your vested account is more than $5,000, you may choose from the forms of
benefit described in Forms to Choose below. You may need your spouse's
consent to choose a form of benefit. See A Spouse's Rights below. You may
change or cancel your choice at any time before benefits start.

If you don't choose a form or your spouse revokes consent (if consent is
needed), your benefits are paid as follows:

• If you are married, benefits are paid to you monthly for life. After your
death 50% of your monthly income is paid to your spouse for as long as
your spouse lives. If both you and your spouse die before the total
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amount paid equals the amount used to purchase the annuity, payments
continue to your beneficiary until the total amount paid equals the
purchase price.

• If you are single, benefits are paid to you monthly for life. If you die
before the total amount paid equals the amount used to purchase the
annuity, payments continue to your beneficiary until the total amount paid
equals the purchase price.

Death Benefits Before Benefits Begin

You may name a beneficiary at any time.  You may need your spouse's consent
to choose someone other than your spouse as your beneficiary. See A
Spouse's Rights below. You may change your beneficiary at any time.

If your vested account is $5,000 or less, your vested account will be paid to
your beneficiary in a single sum.

If your vested account is more than $5,000 and your beneficiary is your spouse,
your spouse can choose an optional form of death benefit. Otherwise, you may
choose an optional form of death benefit for a beneficiary. If you don't choose,
that beneficiary may choose an optional form. Generally, a beneficiary can elect
a single sum or any of the annuity options that are available to you at retirement
other than a monthly income that continues for the life of a survivor upon death.
Any choice of the form of payment by your spouse or beneficiary must be made
before benefits begin.

If an optional form of death benefit is not chosen, death benefits are paid as
follows:

• If you are married and your spouse is your beneficiary and you have
been married for the full year before your death, death benefits are paid
to your spouse monthly for as long as your spouse lives. If your spouse
dies before the total amount paid equals the amount used to purchase
the annuity, payments continue to your spouse's beneficiary until the total
amount paid equals the purchase price.

Your spouse may choose when benefits start. Benefits must start by the
later of the end of the next calendar year or the end of the calendar year
you would have reached age 70 1/2.
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• If you are married and your spouse is not your beneficiary or you have
not been married for the full year before your death, death benefits are
paid to your beneficiary in a single sum.

• If you are single, death benefits are paid to your beneficiary in a single
sum.

Because of Federal rules regarding when death benefits must begin and how
death benefits can be paid, your beneficiary should contact the plan
administrator to determine what options are available and when elections must
be made.

Forms to Choose

The plan offers the following optional forms of benefit:

Annuity Options

• A monthly income to you for life. No benefits are payable after your
death.

• A monthly income to you for life. If you die before the end of a certain
number of years (you may choose 5, 10, or 15 years), payments continue
to your beneficiary until that period ends.

• A monthly income to you for life. If you die before the total amount paid
equals the amount used to purchase the annuity, payments continue to
your beneficiary until the total amount paid equals the purchase price.

• A monthly income to you for life. You choose a percentage (50%, 66
2/3%, 75%, or 100%) of your monthly income to continue for the lifetime
of a survivor you name. If both you and your survivor die before the total
amount paid equals the amount used to purchase the annuity, payments
continue to a beneficiary until the total amount paid equals the purchase
price.

• A monthly income paid to you for a fixed period of time (not less than 60
months). If you die before the end of the fixed period, payments continue
to your beneficiary until that period ends.

• A series of substantially equal annual payments over a fixed period of
whole years. You can choose to receive the payment on an annual,
semi-annual, quarterly, or monthly basis. You may also request extra
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payments. Your payments in the calendar year in which you reach age
70 1/2 and later calendar years will be increased to the extent necessary
to satisfy the minimum payment required by law.

• A specified dollar amount each year. You can choose the amount and
can choose to receive the payment on an annual, semi-annual, quarterly,
or monthly basis. You may also request extra payments. Your payments
in the calendar year in which you reach age 70 1/2 and later calendar
years will be increased to the extent necessary to satisfy the minimum
payment required by law.

Other Options

• A single sum payment.

A charge or restriction might apply for some investment options if you take all or
any part of your account in a single sum. Talk with the plan administrator before
making this choice.

A Spouse's Rights

Benefit Payments

Federal law may require you to have your spouse's consent to start benefits
before the date you reach age 65. No consent is needed if your benefits are to
be paid to you monthly for life with 50% of your monthly income paid to your
spouse after your death.

Federal law may require you to have your spouse's consent to any form of
benefit that does not pay a monthly income to you for life with 50% of your
monthly income paid to your spouse after your death. Your spouse has the right
to limit consent to a specific optional form of benefit or to limit consent to a
specific beneficiary for any form that pays a death benefit. Your spouse can
waive one or both of these rights.

Your spouse may revoke consent at any time before benefits begin. A spouse's
consent is not valid for a former or a future spouse of yours.

Beneficiary

If you have been married for a full year, your spouse must consent to any
beneficiary you name for death benefits that are payable if you die before your
benefit payments start. Any consent given by your spouse before the first day of
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the plan year (see Part 7) in which you reach age 35 will not be valid after the
first day of that year. A new consent must be obtained. If you stop working
before this date, however, any consent given by your spouse after you stop
working will remain valid for benefits from contributions made before you
stopped working.

Your spouse's consent may let you make future changes without his or her
consent. If it does not, you will need a new consent to make a new choice. You
do not need your spouse's consent to cancel a choice.

Your spouse may revoke consent at any time before your death. A spouse's
consent is not valid for a former or a future spouse of yours.

PART 6 IMPORTANT INFORMATION FOR YOU

Your Rights

As a participant in the Southwest Power Pool 401(k) Savings Plan you are
entitled to certain rights and protections under the Employee Retirement Income
Security Act of 1974 (ERISA). ERISA provides that all plan participants shall be
entitled to:

Receive Information About The Plan and Benefits

Examine, without charge, at the plan administrator's office and at other specified
locations, such as worksites and union halls, all documents governing the plan,
including insurance contracts and, if applicable, collective bargaining agreements
that include provisions to establish, operate, or govern the plan, and a copy of
the latest annual report (Form 5500 Series) filed by the plan with the U.S.
Department of Labor and available at the Public Disclosure Room of the
Employee Benefits Security Administration.

Obtain, upon written request to the plan administrator, copies of all documents
governing the plan, including insurance contracts and, if applicable, collective
bargaining agreements that include provisions to establish, operate, or govern
the plan, and copies of the latest annual report (Form 5500 Series) and updated
summary plan description. The administrator may make a reasonable charge for
the copies.

Receive a summary of the plan's annual financial report. The plan administrator
is required by law to furnish each participant with a copy of this summary
annual report.
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Obtain a statement of your account values and what part of these values would
be yours if you stop working under the plan now. If you do not have a right to
these values, the statement will tell you how many more years you have to work
to get a right to all or a part of these values. This statement will be provided to
you in writing at least once each calendar year quarter. The plan must provide
the statement free of charge.

Prudent Actions by Plan Fiduciaries

In addition to creating rights for plan participants ERISA imposes duties upon
the people who are responsible for the operation of the employee benefit plan.
The people who operate the plan, called "fiduciaries" of the plan, have a duty to
do so prudently and in the interest of you and other plan participants and
beneficiaries. No one, including your employer, your union (if applicable), or any
other person, may fire you or otherwise discriminate against you in any way to
prevent you from obtaining a pension benefit or exercising your rights under
ERISA.

Enforce Your Rights

If your claim for a pension benefit is denied or ignored, in whole or in part, you
have a right to know why this was done, to obtain copies of documents relating
to the decision without charge, and to appeal any denial, all within certain time
schedules.

Under ERISA, there are steps you can take to enforce the above rights. For
instance, if you request a copy of plan documents or the latest annual report
from the plan and do not receive them within 30 days, you may file suit in a
Federal court. In such a case, the court may require the plan administrator to
provide the materials and pay you up to $110 a day until you receive the
materials, unless the materials were not sent because of reasons beyond the
control of the administrator. If you have a claim for benefits which is denied or
ignored, in whole or in part, you may file suit in a state or Federal court. In
addition, if you disagree with the plan's decision or lack thereof concerning the
qualified status of a domestic relations order, you may file suit in Federal court.
If it should happen that plan fiduciaries misuse the plan's money, or if you are
discriminated against for asserting your rights, you may seek assistance from
the U.S. Department of Labor, or you may file suit in a Federal court. The court
will decide who should pay court costs and legal fees. If you are successful the
court may order the person you have sued to pay these costs and fees. If you
lose, the court may order you to pay these costs and fees, for example, if it
finds your claim is frivolous.



18

Assistance with Your Questions

If you have any questions about the plan, you should contact the plan
administrator. If you have any questions about this statement or about your
rights under ERISA, or if you need assistance in obtaining documents from the
plan administrator, contact the nearest office of the Employee Benefits Security
Administration, U.S. Department of Labor, listed in your telephone directory or
the Division of Technical Assistance and Inquiries, Employee Benefits Security
Administration, U.S. Department of Labor, 200 Constitution Avenue N.W.,
Washington D.C. 20210. You may also obtain certain publications about your
rights and responsibilities under ERISA by calling the publications hotline of the
Employee Benefits Security Administration.

Qualified Domestic Relations Order (QDRO)

A domestic relations order is a judgment, decree, or order that provides child
support, alimony payments, or marital property rights. A domestic relations order
may give all or part of your plan benefits to an alternate payee if it is
determined to be a qualified domestic relations order (QDRO). An alternate
payee is your spouse, former spouse, child or dependent. In order to be a
QDRO, the domestic relations order must include certain information and meet
certain other requirements.

The plan administrator is required to set up detailed procedures for determining
if a domestic relations order is a QDRO. You and the alternate payee may get a
copy of these procedures, without charge, from the plan administrator.

The Plan Administrator

The plan administrator has the full power to decide what the plan provisions
mean; to answer all questions about the plan, including those about eligibility
and benefits; and to supervise the administration of the plan. The plan
administrator's decisions are final.

Processing Distributions and Other Transactions

Distributions, investment directions, trades, and similar transactions shall be
completed as soon as administratively possible once the information needed to
complete such transaction has been received from you or whoever is providing
the information. The time it takes to complete a transaction is not guaranteed by
the plan, plan administrator, trustee, insurer, or us.
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We, the plan administrator, or the trustee reserve the right not to value an
investment option on any given valuation date for any reason deemed
appropriate by us, the plan administrator, or the trustee.

Factors such as failure of systems or computer programs, failure of transmission
of data, forces that can't be controlled or anticipated, failure of a service
provider to timely receive values or prices, and corrections of errors will be used
to determine how soon it is possible to complete a transaction. While it is
anticipated that most transactions will be completed in a short period of time, in
no event will the time needed to process a transaction be deemed to be less
than 14 days. The processing date of a transaction shall be binding for all
purposes under the plan and considered the applicable valuation date for any
transaction.

Direct Rollovers

Certain benefits that are payable to you may be paid directly to another
retirement plan or IRA. The plan administrator will give you more specific
information about this option when it applies.

Rollovers From Other Plans

Under certain circumstances, you may roll over an amount from another plan to
this plan. The amount comes from contributions made because of your past
participation in that other plan. This is a rollover contribution and it becomes a
part of your vested account.

The rollover contribution may come from:

• other qualified plans (including after-tax employee contributions and any
portion of a designated Roth account)

• tax sheltered annuity plans (including after-tax employee contributions
and any portion of a designated Roth account)

• governmental 457 plans

• traditional IRAs if the amounts would be included in gross income

Rollover contributions must meet Federal rules so ask the plan administrator if
you are interested in knowing more about them. You decide how to use the
investment options for your rollover contributions.
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Top-heavy Plans

For any year in which a plan is top-heavy, there are minimum requirements for
contributions. The plan administrator can tell you if the plan is top-heavy and if
the minimums apply.

Assigning Your Benefits

Benefits under the plan cannot be assigned, transferred, or pledged to someone
else. The plan does make the following exceptions:

• Qualified domestic relations orders such as alimony payments or marital
property rights to a spouse or former spouse.

• Any offset to your benefit per a judgment, order, decree, or settlement
agreement because of a conviction of a crime against the plan or a
violation of ERISA.

The plan administrator will tell you if either of these exceptions applies to you.

Your Social Security Benefits

Your benefits from this plan are in addition to your benefits from Social Security.
You should make your application for Social Security (and Medicare) benefits
three months before you wish Social Security payments to begin.

Claiming Benefits Under the Plan

Apply for benefits to the plan administrator. You'll need to complete all
necessary forms and supply needed information, such as the address where
you will get your checks.

Your claim will be reviewed and a decision made within 90 days. In some cases
the decision may be delayed for an additional 90 days. If so, you will be notified
in writing before the end of the initial 90-day period. The notice will include the
reason for the delay and the date when the decision is expected to be made. 

If you make a claim and all or part of it is refused, you'll be notified in writing.
You'll be told:

• the specific reason or reasons why your claim was refused,

• references to specific provisions of the plan governing the decision,
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• what additional information is needed, if any, and why it is needed, and

• what steps you should take to have your claim reviewed, including time
limits on requesting a review, and that you have a right to sue if upon
review your claim is refused.

You have 60 days after you receive written notice your claim is refused to make
a written appeal to the plan administrator. If you appeal, you may also submit
written comments, documents, records, and other information relating to the
claim. You may request free of charge, access to, and copies of, all documents,
records, and other information on which the determination was based. The plan
administrator will review the claim taking into account all comments, documents,
records, and other information submitted by you relating to the claim, without
regard to whether such information was submitted or considered in the initial
benefit determination.

A decision will be made on your appeal within 60 days. In some cases the
decision may be delayed for an additional 60 days. If so, you will be notified in
writing before the end of the initial 60-day period. The notice will include the
reason for the delay and the date when the decision will be made. 

If you make an appeal and all or part of your claim is refused, you'll be notified
in writing. You'll be told:

• the specific reason or reasons why your claim was refused,

• references to specific provisions of the plan governing the decision,

• you may request and receive free copies of all documents, records, and
other information on which the determination was based, and 

• you have a right to sue.

You may authorize a representative to act on your behalf with respect to a
benefit claim or an appeal. You will have to complete the necessary forms to
designate an authorized representative to act on your behalf. In that case, all
information and notices will be given to the representative unless you direct
otherwise.

The plan administrator will perform periodic examinations, reviews, or audits of
benefit claims to determine whether determinations have been made in
accordance with plan documents and plan provisions have been consistently
applied.
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Plan Expenses

The Employee Retirement Income Security Act of 1974 (ERISA) allows certain
expenses directly related to operating the plan to be paid from your account.
Also, specific fees may be charged directly to your account in response to
transactions that you request under the plan. Plan expenses could include any
of the following:

• Investment management fees and other expenses that apply to specific
investments in which your account and the accounts of other plan
participants are invested are expenses related to the operation of the
plan and are adjustments to the investment rate that is credited to that
specific investment.

• Per-use fees:

• Loan administration fees - fees associated with taking a loan from
the plan.

• Withdrawal processing fees - fees associated with an in-service
withdrawal (that may or may not apply to a hardship withdrawal).

• Distribution processing fees - fees associated with taking a
distribution from the plan.

• QDRO qualification fees - fees charged to process a "qualified
domestic relations order" if a portion of your account is assigned to
an alternate payee. Typically, this is an assignment to a former
spouse in the context of a divorce.

You may contact the plan administrator for more information on plan expenses.

Changing or Stopping the Plan

The plan can be changed at any time. We will notify you of any changes that
affect your benefits.

Benefits you have earned as of the date the plan is changed may not be
reduced except as required by law. If the plan is changed, the plan
administrator can tell you which benefits and forms of payment are preserved
for you.
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An earlier version of the plan may continue to apply in certain situations. For
example, participants who stop working for us have their eligibility for benefits
determined under the version in effect when they stopped working.

The plan can be terminated (stopped). If the plan is terminated, your account
will be 100% vested and nonforfeitable. Your account will be held under the
plan and continue to be credited with investment earnings until it is used to
provide benefits according to the terms of the plan.

Our Plan and the Pension Benefit Guaranty Corporation (PBGC)

Because our plan is a defined contribution plan, we keep individual accounts for
all participants. The Employee Retirement Income Security Act of 1974 (ERISA)
excludes plans like this one from insurance provided through the PBGC.

Military Service

You may be entitled to certain benefits under the Uniformed Services
Employment and Reemployment Rights Act of 1994 (USERRA). The benefits
you are entitled to will be determined at the time you return to work for us
based on your period of military service and whether or not you returned to
work during the period of time in which you have reemployment rights. 

You or your survivor may be entitled to additional benefits under the Heroes
Earnings Assistance and Relief Tax Act of 2008 (HEART Act). You may choose
to have all or any part of your vested account resulting from 401(k) elective
deferral contributions paid to you while you are on active military duty for more
than thirty days. After you receive such contributions, you may not make 401(k)
elective deferrals or other contributions to our plan(s) for six months. If you die
or become disabled during your period of military service and you were entitled
to reemployment rights under USERRA, your account will be 100% vested. You
may also be eligible for employer contributions made for the plan year in which
you die or become disabled.
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PART 7 FACTS ABOUT THE PLAN

The terms of the plan do not guarantee your employment with us.

Plan Sponsor and Identification Number

Southwest Power Pool, Inc.
201 Worthen Dr
Little Rock, AR 72223-4936

EIN: 71-0748158

Plan Name and Plan Number

Southwest Power Pool 401(k) Savings Plan

PN: 002

Type of Plan

Defined Contribution 401(k) Profit Sharing Plan
ERISA 404(c) compliant

Plan Administrator

Southwest Power Pool, Inc.
201 Worthen Dr
Little Rock, AR 72223-4936

Telephone: (501) 664-0146

Type of Administration

Employer

Loan Administrator

Manager, Accounting & HR Generalist II

Plan Year

January 1 through December 31
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Designated IRA for Automatic Rollovers

The IRA designated for automatic rollovers is an interest-bearing savings
account. Fees and expenses will be paid by you. For more information about
the designated IRA and related fees, contact:

The Principal Client Contact Center
Principal Life Insurance Company
710 9th Street
Des Moines, IA 50309

Telephone: (800) 547-7754

Funding Medium(s)

The contributions and Plan assets are held under a trust fund (see Trustee
information below) for purposes of investment and providing benefits.

The annuity contract is issued by:

Principal Life Insurance Company
711 High Street
Des Moines, IA 50392-0001

Trustee(s) of the Plan

Tom Dunn
VP Finance & CFO
Southwest Power Pool, Inc.
201 Worthen Dr
Little Rock, AR 72223-4936

Malinda See
Director Corporate Services
Southwest Power Pool, Inc.
201 Worthen Dr
Little Rock, AR 72223-4936

Delaware Charter Guarantee & Trust Company d/b/a Principal Trust Company
1013 Centre Road
Wilmington, DE 19805-1265
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Agent for Legal Process of the Plan

President
Southwest Power Pool, Inc.
201 Worthen Dr
Little Rock, AR 72223-4936

Service of legal process may also be made on the plan administrator or a plan
trustee.

Additional Information

For more information about Principal Financial Group® or the plan, you may
access the Principal website at www.principal.com or call TeleTouch® at
1-800-547-7754. TeleTouch® is a special service from Principal Financial
Group®.

The following are member companies of the Principal Financial Group:

• Principal Life Insurance Company

• Delaware Charter Guarantee & Trust Company d/b/a Principal Trust
Company



SPP Organizational Group Self-Evaluation/Assessment 
(August 2012 – July 2013) 

 
GROUP NAME:  Human Resources Committee 
 
CHARTER/SCOPE UPDATE: Attached Charter/Scope has been reviewed:  Y  
 
MEMBER ROSTER/ATTENDANCE: 
 

Member Company Sector # Present # Absent 
Bernard, Phyllis (Chair) Director N/A 6 0 
Brix, Julian Director N/A 6 0 

Dunn, Lori Calpine Independent 
Power Producer 6 0 

 Highley, Duane Arkansas Electric 
Cooperative Corporation Cooperative 4 2 

Palmer, Mike The Empire District 
Electric Company Investor-owned 5 1 

Williams, Noman Sunflower Electric Power 
Corporation Cooperative 5 1 

See, Malinda SPP  6 0 
 
Please list the number of members represented in the following areas: 
Trans/Owners Trans/Users Directors 

2 2 2 
 

Sectors 
IOU Coop Muni State/Fed IPP/Marketer Alt Power/Public Interest Lg Retail Sm Retail 

1 2 0  1    
 
AVERAGE OVERALL ATTENDANCE (INCLUDING NON-GROUP MEMBERS):  9 
 
MEETINGS HELD TO DATE:   Live:     4  Teleconference:   2 
 
AVERAGE LENGTH OF MEETINGS:   2:58 
  
NUMBER OF VOTES TAKEN:  7 
 
*MEETING COST(S):  $30,290.17 
 
MAJOR ACCOMPLISHMENTS/ISSUES ADDRESSED BY THE GROUP: 
 

1. Retained Mercer consultants to obtain relevant comparability data for the 
purposes of evaluating the competitiveness of SPP’s cash compensation programs 
and benefit practices.  Included in this evaluation was a review of the current SPP 
salary structure.  The evaluation defined the labor market for staff positions and 
associated competitive market for both cash and benefit practices, reviewed the 
competitiveness of SPP pay programs and examined areas for refinement.  

2. Approved recommendation for 2014 compensation adjustments in the SPP budget. 
3. Approved revised SPP salary structure. 
4. Reviewed Investment Policy Statements for the defined contribution plan. 



HRC cont’d 
 

5. Provided oversight of corporate culture and organizational development to 
promote employee engagement throughout the organization. 

6. Provided oversight of training and development of SPP’s most important asset: its 
people. 

7. Recognized, supported and suggested ways to assure laws, policies and ethics 
surrounding employment at SPP undergo continuous quality improvement.  

 
MAJOR PENDING ISSUES BEFORE THE GROUP: 

 
1. Overall benefit program design. 
2. Organization and career development programs at SPP to promote high levels of 

employee engagement.  
3. Oversight of performance compensation program. 
4. Impact of healthcare reform on SPP’s self-insured medical plan. 
5. Oversight of 401(k) Plan Investment Manager. 

 
 
* Meeting costs include hotel expenses (room rental, A/V, food and beverage), estimate of 
teleconference expenses, and Director fees for attendance. 
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Southwest Power Pool, Inc. 
HUMAN RESOURCES COMMITTEE  

Future Meetings and Agendas 
 
January 21, 2014 (Tuesday) 
Location: Dallas, Texas – DFW Airport 
Agenda Items: 

• Approve funding for 2013 Performance Compensation Plan 
• Review SPP President 2013 performance and propose 2014 compensation 

 
April 22, 2014 (Tuesday) 
Location: Chicago, Illinois – O’Hare Airport 
Agenda Items: 

• Review 2013 Performance Compensation Process/payout 
• Review HRC Scope 

 
August 26 & 27, 2014 (Tuesday & Wednesday) 
HRC Planning Retreat – Strategic HR Planning Session  
Location: Little Rock, Arkansas 
Agenda Items: 

• Review SPP HR programs 
• Review SPP Benefit Plans 
• Review Compensation Plans 
• Approve 2015 Meeting schedule and agendas 
• Investment Management Meeting – 401(k) 
 Review Investment Policy Statement for 401(k) 
 Review/evaluate investment manager performance 

 
October 16, 2014 (Thursday) 
Location: Little Rock, Arkansas 
Agenda Items: 

• Review training and development programs 
• Review HR Committee effectiveness 
• Review external audit report 
• Approve 2013 funding levels for retirement plans 
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