Rye School District
Comparision of GMR to Actual
for Health Insurance

of actual increase

FY | GMR from HealthTrust
2018-2019 1.60%
2019-2020 6.70%
2020-2021 | 7.10%
2021-2022 4.30%
2022-2023 14.80%
2023-2024 3.30%
2024-2025 15.60% |
Seven Year
Average

Actual

1.60%|
6.70%
4.70%
4.30%
6.30%
3.30%
12.50%

5.63%

Variance |

0.00%
0.00%
-2.40%
0.00%|
-8.50%
0.00%
-3.10%




Rye School District
Health Plan Increases Year to Year
Based on Individual Health Plan

| Increase  Increase
Health Plan | FY26 . FY27
AB20-4 tier ‘ 460% 9.10%
AB20-2 tier 350%  8.00%
ABO5 420%  8.80%
Lumenos 230% 6.80%
ABSOS 12.00%

Rye Support Staff

Rye Teachers and Administration
All Rye Employees

New plan for Rye Teachers
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October 8, 2025

Ms. Susan Penny

Business Administrator

School Administrative Unit #50
48 Post Road

Greenland, NH 03840

Dear Ms. Penny:

The HealthTrust Board of Directors met on October 7, 2025 to set renewal rates for the FY2027 renewal
period. This rate package includes your rates for the renewal period as well as other important
information.

Medical Rates

*Your Group’s Specific Medical Rates are on the enclosed Rate Exhibit*

The July renewal experienced an overall rate change of 10.2%, which includes a 5.3% Capital Risk

Charge. Rate changes for individual rating entities ranged from -5.1 to 26.6% depending on their claims
experience.

The Capital Risk Charge is the amount that HealthTrust uses to replenish reserves that were used to pay
for unexpected claims. For 40 years, HealthTrust, a nonprofit organization, has offered fixed
contribution, non-assessable coverage to our member groups. If claims exceed contributions,
HealthTrust utilizes reserves to pay for any losses that may occur in the year and replenishes them
through prospective rate adjustments in future renewals. The member group is only responsible for
their contributions (i.e., premium) and cannot be held liable {except for prospective rate increases) if
claims exceed contributions during the period of coverage.

Given the state of the healthcare market, we expect that this overall rate increase will be lower than
that of many plans in New Hampshire. Despite increasing provider and drug costs, increased utilization,
and federal legislative and regulatory changes, HealthTrust is performing well. Our board-approved
capital rebuild plan is on target, and plan changes implemented in FY2025 have proven effective. In fact,
HealthTrust continues to outperform industry benchmarks for per member per month (PMPM]) costs,
medical trend, and has better outcomes compared to competitors.

HealthTrust remains committed to navigating through market disruptions in order to provide high-
quality benefits and exceptional services at lower costs and with better outcomes than traditional

insurers. HealthTrust’s range of plan designs allows you to offer robust plans that meet your needs.

As you make decisions about heaith benefits for your employees, we encourage you to contact your
Benefits Advisor, who can provide a benefits comparison to highlight the differences between plans.
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Dental rates experienced an increase of 4.4% for all dental plan options for FY2027, which includes a
5.3% Capital Risk Charge.

Short-Term Disability Rates

Short-Term Disability Coverage experienced an overall base rate increase of 5.5% for FY2027, which
includes a 5.3% Capital Risk Charge. Your Member Group’s actual rate adjustment will vary from the
overall increase depending on your Group’s experience and demographic make-up.

Fully Insured Lines of Coverage Rates
e Maedicare Advantage with Prescription Drug (MAPD) — The MAPD rate is $474.82 per retiree
per month for CY2026.
e Long-Term Disability Coverage — There is no rate change for FY2027.
o Life Coverage — There is no rate change for FY2027.

Benefit Advantage Administrative Fees

There is no change to the per-participant/per-month fees for Health Reimbursement Arrangement
(HRA) and Flexible Spending Account (FSA) services. As a reminder, there are no annual renewal fees
associated with Benefit Advantage. Additionally, FSA and HRA per-participant/per-month administrative
services fees continue to be waived for participants enrolled in the following HealthTrust medical plans:
AB15/40IPDED, ABSOS20/40/1KDED, ABS0S25/50/3KDED, ABSOS30/60/5KDED, ABHD/5K/20COIN,
LUMENOS2500, OAS*, OA10*, OA20*, and OAHD/2.5K/20COIN.

*These plans are not eligible for HRA services.

Timeline
e May 15, 2026: Requests for any coverage changes must be communicated to us and completed
by this date to be effective July 1, 2026.
e May 22, 2026: Deadline for submitting signed renewal transmittals.

Your Benefits Advisor will be contacting you to discuss the renewal and work with you to review
available options and assist with any changes you may be considering.

Rating Enhancements

HealthTrust continuously reviews the rating process to ensure that we provide the most accurate rates
for our groups. With this in mind, the board adopted two rating process adjustments, based on the
advice of HealthTrust’s actuaries. First, HealthTrust has built your rates based on the number of enrolled
individuals, rather than using the number of eligible individuals, in its underwriting calculations to
further ensure rate accuracy. Secondly, HealthTrust slightly adjusted the credibility weighting formula in
order to account for the existing high cost claims pooling system. Credibility is the methodology that
balances the Member Group's individual claims experience with the pool’s collective claims experience.
This adjustment maintains the substantial benefits of being part of a risk poo! while incrementally
increasing (as the size of the Group increases) the portion of the Group’s rates based on their own
individual claims experience.

HT0280 Member Renewal Letter FY2027 Page 4 of 5



HealthTrus@

| encourage you to work closely with your Benefits Advisor to understand how your rates were
calculated. Important additional resources located in your Secure Member Portal (SMP) include:

e Rating Summary — This report shows exactly how your Group'’s rates were calculated and
provides additional details for each step along the way.

e Stewardship Report — Available for Groups with 100 or more covered individuals, this detailed
report shows your Group’s membership data, medical and prescription claims utilization data,
well-being program participation, and recommendations.

e Public Hearing Slides — Slides from the public hearing provide significant detail regarding the
Capital Adequacy Reserve, the Capital Risk Charge, specifics on how the overall rates were
calculated, and more.

o Electronic Benefit Education Packets — These customized, fully electronic benefit packets
contain links to your Member Group’s benefit education presentation, benefit comparisons and

all of the documents, program flyers, and fillable forms needed to learn about and enroll in
benefits.

Your Benefits Advisor is happy to meet with you to discuss any plan options or programs you may be
considering and to help you find the right options to meet your goals. We are happy to review plan
offerings and compare and contrast them with potential alternatives.

In addition, your Benefits Advisor and Wellness Advisor are available for in-person or virtual benefit
education sessions, scheduled at your convenience. These sessions are designed to empower your
employees and retirees to understand the benefits, programs, and services available to achieve
optimum health.

Thank you for your continued participation with HealthTrust. If you have any questions, concerns, or
would like a benefits comparison, please do not hesitate to contact your Benefits Advisor, Debie
Clayton, at 800.527.5001.

Sincerely,

ot Define

Scott DeRoche
Executive Director

Enclosures
cc: Nicole Argraves, UniServ Director-Seacoast Region, NEA NH

Lorie Bromley, Union Representative, Greenland, School Administrative Unit #50
Nels Tooker, Union Representative, Newington, Newington School District
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Member Group Coverage Confirmation Transmittal

School Administrative Unit #50 ("Member")

Member hereby elects the following HealthTrust, Inc. ("HealthTrust") coverage(s):

Medical Coverage and Rates

July 2026 Medical Renewal

The following monthly rates shall apply from July 1, 2026 through June 30, 2027

Rating Renewal July Rating Tier Large
Probationary Period oM Rating Type Standard

Benefit Option(s) Single 2-Person Family
AB20(07L)-R10/25/40M10/40/70/3K(L) $1,250.09 $2,500.18 $3,375.25
AB20(07L)-RX10/20/45/3K(L) $1,267.00 $2,534.00 $3,420.89
ABS5(07L)-R10/25/40M 10/40/70/3K(L) $1,313.46 $2,626.91 $3,546.33
ABS0S20/40/1KDED(07L)-R10/25/40M 10/40/70/SK(L) $1,063.06 $2,126.13 $2,870.27
LUMENOS2500(07L) $1,008.89 $2,017.77 $2,723.99
MCNRX(07L) $314.15

Monthly rates and continued Mcmber Group coverage are subject to applicable HealthTrust minimum participation requirements including, without limitation:
1) at least 75% participation of Eligible Employees who do not otherwise have group medical coverage; and

2) Employees who elect to cover dependents must enroll all of their Eligible Dependents (other than dependent children age 19 and over) who do not otherwise have group medical

coverage.

HealthTrust reserves the right to change the rates at any time if there is a 10% or more increase or decrease in enrollment within a Rating Entity.

PROBATIONARY PERIOD EXCEPTIONS

None

SPECIAL NOTES

None

HTO0280 - School Administrative Unit #50
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Dental Coverage and Rates

July 2026 Dental Renewal

The following monthly rates shall apply from July 1, 2026 through June 30, 2027

Rating Renewal July

Probationary Period oM

Benefit Option(s) Single 2-Person Family
OPTION 3D $56.60 $108.69 $187.93
OPTION 6A $69.39 $133.67 $235.66
OPTION 1 FLX $56.66 $109.67 $199.53
OPTION 2A FLX $55.35 $106.45 $186.65
OPTION 4 FLX $39.17 $76.67 $154.59
OPTION 4A FLX $39.88 $78.03 $155.99

Monthly rates and continued Member Group coverage are subject to applicable HealthTrust minimum participation requirements including, without limitation:

1) at least 75% participation of Eligible Employees who do not otherwise have group dental coverage; and
2) Employces who clect to cover dependents must cnroll all of their Eligible Dependents (other than dependent children age 19 and over) who do not otherwise have group dental

coverage.
BENEFIT SCHEDULE
Plan Year Coverage D
Benefit Option(s) Coverage A Coverage B Coverage C Maximum Coverage D Maximum Deductible
OPTION 3D 100% 80% 50% $2,000 N/A N/A $0
OPTION 6A 100% 100% 50% $750 N/A N/A 30
OPTION 1 FLX 100% 80% 50% $1,000 50% $1,000 $25/875
OPTION 2A FLX 100% 80% 50% $750 N/A N/A $0
OPTION 4 FLX 100% 80% N/A $750 N/A N/A $25/875
OPTION 4A FLX 100% 80% N/A $750 N/A N/A $0
PROBATIONARY PERIOD EXCEPTIONS
None
SPECIAL NOTES
None
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Life Coverage and Rates
July 2026 Life Renewal
The following monthly rates shall apply from July 1, 2026 through June 30, 2027
Rating Renewal July

Suffix # 245
BAE means Base Annual Earnings, if applicable

BASIC LIFE BENEFIT SCHEDULE

Clags  Class Name _ E:yo%aetxl'lo:(i Coverage AD&D Guarantee Issue  Maximum Benefit
1 Superintendent of Schools Office Employees oM 3x BAE 3x BAE $500,000 $500,000
2 Greenland Administrators oM 3 x BAE 3 x BAE $350,000 $350,000
3 Greenland Teachers without Supp Life oM 2x BAE 2xBAE $250,000 $250,000
4 Greenland Teachers with Supp Life oM 2 x BAE 2 x BAE $250,000 $250,000
5 Greenland Union Support Staff oM $15,000 $15,000 $15,000 $15,000
6 Greenland Non-Union Support Staff oM 2x BAE 2 x BAE $250,000 $250,000
7 Rye Administrators oM 3x BAE 3x BAE $375,000 $375,000
8 Rye Teachers oM $100,000 $100,000 $100,000 $100,000
9 Rye Support Staff oM $15,000 $15,000 $15,000 $15,000
10 Newington Administrators and Teachers oM 3x BAE 3xBAE $350,000 $350,000
11 Newington Support Staff oM 2 x BAE 2x BAE $100,000 $100,000
12 New Castle Teachers and Support Staff oM 2x BAE 2xBAE $250,000 $250,000
13 New Castle Administrators oM 3x BAE 3 x BAE $350,000 $350,000
SUPPLEMENTAL LIFE BENEFIT SCHEDULE
Probation-

Class Class Name ary Period Coverage AD&D Guarantee Issue  Maximum Benefit

4 Greenland Teachers with Supp Life oM 1 x BAE 1 x BAE $0 $100,000
DEPENDENT LIFE SCHEDULE

Spouse $10,000

Child < 6 Months $2,500

Child > 6 Months $10,000

CONTRIBUTORY STATUS AND PARTICIPATION REQUIREMENTS
- - Supplemental
Basic Life Contributory Basic Life Contributory Status Supplemental Dependent Dependent
Class Status Y/N Participation YN Participati Contributory Status Y/N Participation
1 N 100% N/A N/A N/A N/A
2 N 100% N/A N/A N/A N/A
3 N 100% N/A N/A N/A N/A
4 N 100% Y NONE N/A N/A
5 N 100% N/A N/A N/A N/A
6 N 100% N/A N/A N/A N/A
7 N 100% N/A N/A Y NONE
8 N 100% N/A N/A Y NONE
9 N 100% N/A N/A N/A N/A
10 N 100% N/A N/A N/A N/A
11 N 100% N/A N/A N/A N/A
12 N 100% N/A N/A N/A N/A
13 N 100% N/A N/A N/A N/A
RATES | SUPPLEMENTAL RATES
BASIC LIFE FOR EACH $1,000 OF BENEFIT $0.09 Age Bands Rates Age Bands Rates
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BASIC AD&D FOR EACH $1,000 OF BENEFIT $0.02 0-24 $0.05 50-54 $0.38
DEPENDENT LIFE RATE PER MONTH/PER FAMILY $2.95 25-29 $0.06 55-59 $0.64
SUPPLEMENTAL AD&D FOR EACH $1,000 OF BENEFIT $0.02 30-34 $0.08 60-64 $0.93
35-39 $0.09 65-69 $1.55
40-44 $0.11 70-74 $3.05
45-49 $0.22 75-125 $4.60

Monthly rates and continued Member Group coverage are subject to applicable minimum participation requirements including, without limitation: 75% participation of Eligible
Employees if contributory status is Y or 100% participation if contributory status is N for Basic Life. Other requirements may apply.

PROBATIONARY PERIOD EXCEPTIONS

None

SPECIAL NOTES
Basic Life Evidence of Insurability required for: Any amount in excess of the Guarantee Issug; all late applicants (contributory groups only); salary increases greater than $25,000. Life
and AD&D benefits reduce to 50% at age 70. Dependent Life Evidence of Insurability required for: All late applicants (contributory groups only). Supplemental Life Evidence of
Insurability is required for new hires, all late applicants, voluntary benefit increases, and salary increases which increase the Supplemental Life benefit by $25,000 or more.
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Long-term Disability Coverage and Rates

July 2026 LTD Renewal

The following monthly rates shall apply from July 1, 2026 through June 30, 2027

Rating Renewal July
Suffix # 245
BENEFIT SCHEDULE
Maximum
Probation- Benefit Monthly Elimination
Class  Class Name ary Period Percentage Benefit Period
1 All Eligible Employees oM 60% $7,500 90 days
CONTRIBUTORY STATUS AND PARTICIPATION REQUIREMENTS
Class Class Name Contributory Y/N Participation
1 All Eligible Employees N 100%

Per $100 of Covered Monthly Payroll

$0.16

Monthly rates and continued Member Group coverage are subject to applicable minimum participation requirements including, without limitation: 75% participation of Eligible
Employecs if contributory status is Y or 100% participation if contributory status is N. Other requircments may apply.

MAXIMUM BENEFIT PERIOD
Age at Disablement Benefit Duration*
59 or younger To age 65
60 5 years
61 4 years
62 3-1/2 years
63 3 years
64 2-1/2 years
65 2 years
66 1-3/4 years
67 1-1/2 years
68 1-1/4 years
69 and over 1 year
*To the later of: 1) the specified length of time as stated above, or
2) the day before attaining the Social Security Normal Retirement Age
under the United States Social Security Act, as revised.

PROBATIONARY PERIOD EXCEPTIONS

None

SPECIAL NOTES

Evidence of Insurability needed for all late enrollees (contributory groups only).
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BILLING SERVICES

Member Group has separately contracted with HealthTrust for the following Billing Services with respect to any
selected medical and dental plan coverages:

[ X]JCOBRA [ X ] Retirees

ADDITIONAL TERMS

Summary of Benefits and Coverage ("SBC") Compliance: HealthTrust, Inc. agrees to prepare and provide Member with an SBC for each medical plan coverage
option listed on this transmittal. Member must distribute the SBCs to applicable eligible individuals. These obligations will be performed in accordance with (i)

the statutory and regulatory requirements for SBCs under the Affordable Care Act ("ACA"), and (ii) related SBC compliance information provided to Member by
HealthTrust, Inc.

Maximum Probationary Period Compliance: The eligibility conditions and probationary period requirements for enrollment in each medical plan coverage option
listed on this transmittal must comply with the 90-Day Maximum Waiting Period rule of the ACA.

Deductible Funding Limitation: Member acknowledges and agrees that employer deductible funding of all medical plans is limited to 50% and applies to all
methods of deductible funding including Health Reimbursement Arrangements (HRAs) and Health Savings Accounts (HSAs).

Termination of MAPD Coverage: Termination of medical coverage includes termination of the Medicare Advantage with Prescription Drug (MAPD) plan.

AGREEMENT AND AUTHORIZATION

Member agrees that the coverages elected herein are subject to the terms and conditions of the HealthTrust Membership Agreement, the HealthTrust Bylaws and
applicable Coverage Documents.

Member hereby authorizes HealthTrust, Inc. to execute and deliver any and all documents necessary to effectuate the enrollment of the Member and its Employees
into the coverage(s) listed on this transmittal.

For the Member, duly authorized Title Date
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Medical Rate Exhibit for: School Administrative Unit #50

Rating Renewal: July

Rating Tier: Large

Rating Type: Standard

Enrollee
Counts
Enrollment | as of 07/25 07/26 %
Current Benefit Option(s) Type 11/25 | Monthly Rates | Monthly Rates | Change
AB20(07L)-R10/25/40M10/40/70/3K(L) Single 3 $1,145.82 $ 1,250.09 9.1%
2-Person 0 $2,291.63 $2,500.18 9.1%
Family 0 $3,093.70 $3,375.25 9.1%
AB20(07L)-RX10/20/45/3K(L) Single 15 $1,172.76 $1,267.00 8.0%
2-Person 9 $2,345.53 $2,534.00 8.0%
Family 4 $3,166.46 $3,420.89 8.0%
AB5(07L)-R10/25/40M10/40/70/3K(L) Single 13 $1,207.75 $1,313.46 8.8%
2-Person 11 $2,415.50 $2,626.91 8.8%
Family 24 $3,260.92 $3,546.33 8.8%
ABS0S20/40/1KDED(07L)-R10/25/40M 10/40/70/5K (L) Single $949.02 $ 1,063.06 12.0%
2-Person $1,898.03 $2,126.13 12.0%
Family $2,562.34 $2,870.27 12.0%
LUMENQOS2500(07L) Single 27 $ 944 81 $ 1,008.89 6.8%
2-Person 13 $ 1,889.62 $2,017.77 6.8%
Family 31 $2,550.99 $2,723.99 6.8%
Monthly Total for Actives / Early Retirees 151 $307,055.76| $331,112.74 7.8%
Enrollee
Counts
Enrollment as of 07/25 07/26 %
Current Benefit Option(s) Type 11/25 | Monthly Rates | Monthly Rates | Change
MCNRX(07L) Single 9 $302.37 $314.15 3.9%
Monthly Total for Medicomp Retirees 9 $2,721.33 $2,827.35 3.9%
| Grand Monthly Total 160| $309,777.09| $333,940.09|  7.8%

Alternative Benefit Option(s): HealthTrust offers a full range of comprehensive Benefit Options. Please consult with your Benefits Advisor
to learn more about the Benefit Options that may best meet your Group’s needs and work within HealthTrust’s underwriting guidelines.

School Administrative Unit #50
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How Your Rates
Are Determined

HealthTrust, a nonprofit public risk pool in New Hampshire, has been providing benefits and services to public sector
employers for more than 40 years. We strive to set rates that are accurate, meaning the rates set for the upcoming
plan year represent our actuary’s best estimate of the amount of contributions needed to cover expected costs of
claims and administration, and other expenses, as well as the amount necessary to replenish or maintain the capital
adequacy reserve at the target level. As the industry changes and evolves, HealthTrust continues to outperform
benchmarks based on a variety of performance indicators, delivering robust benefits at a lower cost than its
competitors and the private insurance market.

Rating Process
What it means for Member Groups: Your contribution covers expected costs.

HealthTrust uses data-driven, transparent, actuarially determined processes to set the rates needed to cover claims,
reserves, and administration. HealthTrust’s actuary performs an annual calculation using actual incurred claims;
data supplied by service providers; projected costs of fees, taxes, and administration; and the amount necessary to
replenish or rebuild the capital adequacy reserve. After public hearings and internal review, the HealthTrust board
sets the final rates, which it then communicates to Member Groups.

To further enhance the rating process, with this rating cycle HealthTrust has started to use the number of enrolled
individuals instead of the number of eligible individuals when determining the size of a rating entity for underwriting
purposes, further improving rating accuracy. The size of a rating entity is used to determine credibility weighting,
which is a key pooling mechanism used to set rates for groups of varying sizes that are fair, stable, and actuarially
sound. Credibility weighting balances individual group experience with the broader pool’s claims experience based
on the number of enrolled individuals in a rating entity. Groups with 50 or fewer enrolled individuals are too small
for their experience to be credible, and for each renewal, these small groups are placed together into a single rating
entity referred to as the 50 and Under Group.

Capital Risk Charge

What it means for Member Groups: HealthTrust builds sufficient reserves to pay unexpected
future claims.

The rates you pay cover projected claims and expenses. However, at times, claims can exceed projections. In this
case, the capital adequacy reserve covers unexpected future claims and expenses. In years when HealthTrust's

net position is below the capital adequacy target, such as during the years following the COVID-19 pandemic,
HealthTrust may add a reasonable capital risk charge to overall rates in order to replenish the capital adequacy
reserve. The capital adequacy reserve successfully covered significantly increased claims during the post-COVID
claims spike and is being steadily rebuilt through the capital risk charge resulting in a $10 million gain in FY2024, a
$9.5 million gain in FY2025, and a projected $13.3 million gain in the current year, FY2026.



Non-Assessable Coverage
What it means for Member Groups: HealthTrust does not issue assessments.

HealthTrust's non-assessable coverage means your contributions (premiums) are the limit of your exposure and we
will not require you to pay additional assessments. This protects you, and your taxpayers, from unexpected mid-year
bills and year-end assessments. If claims exceed contributions, HealthTrust is responsible for any losses that may
occur and will replenish through prospective rate adjustments in future renewals.

Contribution
Components
What it means for
Member Groups:
You know how your
contributions are
allocated.

January Renewal (CY2026)

Claims, Claims Reserves, and
Excess Insurance Components

Administrative

Components
Claims; Claims Reserves,

and Excess Insurance
Components
97.4%

Stop Loss Premium:
1.0%

Capital Risk:
4.7%

#8Vendor Claims
Administration:

B State & Federal Fees: 0.3%
3.3%

HealthTrust is a nonprofit n Gl
organization committed to 88.4%
transparency and to ensuring
that Member Groups know
how their contributions are
used. Claims are the largest
component of rates. Other

: . Stop Loss Premium:
components include a capital 1.0%
risk charge to replenish the ' Capital Risk:

2 HealthTrust Well-Being
Programs: 0.6%

8 HealthTrust Operations: 1.7%

July Renewal (FY2027)

Claims, Claims Reserves, and
Excess Insurance Components

Administrative

) Components
Claims, Claims Reserves,

and Excess Insurance
Components
97.3%

capital adequacy reserve ®Vendor Claims
O o Administration:
when it is used to pay claims, 3.4%

. . 8 Claims:
reinsurance premiums, and 88.2%

2 State & Federal Fees: 0.3%

® HealthTrust Weli-Being
Programs: 0.6%

® HealthTrust Operations: 1.8%

claims administration fees.

Medical Rating Summary

What it means for Member Groups: HealthTrust provides a transparent look at the factors
driving rates.

The Medical Rating Summary provides each Member Group with specific information on how HealthTrust calculates
its individual medical rates, including the dollar amounts associated with each component. This summary is available
in the Secure Member Portal (SMP).

Plan-Specific Pricing
What it means for Member Groups: Pricing is specific to your Group’s plan selection.

HealthTrust recently conducted and implemented a new relativity study, which resulted in pricing that better reflects
the relative value of each plan (e.g., copay and coinsurance amounts, provider network discounts, etc.), and is
accounted for in the rating. Please see your Member Group’s Medical Rate Exhibit for the rate increases for the
plans your group offers.

HEM!HSE}_)) 800.527.5001 « www.healthtrustnh.org
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N H R S FAQ: Employer Contribution Rates for FY 26-27

New Hampshire Retirement System

The fiscal year (FY) 2026-27 rates for the State of New Hampshire and for political subdivision employers
were certified by the New Hampshire Retirement System (NHRS) Board of Trustees on August 13, 2024.

Here are answers to some common questions that participating employers may have concerning those rates.
Why are the employer rates changing?

Employer contribution rates are set every two years pursuant to RSA 100-A:16, il.

Employer contribution rates for the four membership classifications — Employee, Teacher, Police, and Fire —
will decrease from the current rates as a percentage of covered payroll. The decrease is largely the result of
strong investment performance over the five-year period ending June 30, 2023, actual member experience
from July 1, 2021, through June 30, 2023, and relatively minor adjustments to demographic and economic
actuarial assumptions adopted by the Board in June. Because the member payroll increases annually, the
total dollar amount paid to NHRS by employers is expected to increase slightly.

NHRS Employer Contribution Rates for FY 26-27

Medical
Pension Subsidy Total
Employee-State 12.53% 0.34% 12.87%
Employee-Political Sub 12.53% 0.22% 12.75%
Teacher 18.28% 0.95% 19.23%
Police 28.72% 2.23% 30.95%
Fire 26.92% 2.23% 29.15%

Note: Printable versions of the state and political subdivision rates are available at:
https://www.nhrs.org/employers/employer-contribution-rates

NHRS Employer Contribution Rate Change from FY 24-25 to FY 26-27

FY 24-25 FY 26-27 Percentage decrease
Total Rates Total Rates from FY 24-25 rates
Employee-State 13.85% 12.87% -7.1%
Employee-Political Sub 13.53% 12.75% -5.8%
Teacher 19.64% 19.23% -2.1%
Police 31.28% 30.95% -1.1%
Fire 30.35% 29.15% -4.0%

How are employer contribution rates determined?

Employer contribution rates are developed as part of a biennial actuarial valuation, which is required by
statute. The NH Constitution (Part, I, Article 36-a) requires that the rates be based on “sound actuarial
valuation and practice” as required to maintain the retirement system trust fund at the level needed to meet
its future obligations.



Gabriel, Roeder, Smith & Company (GRS), the retirement system’s consulting actuary, determines the cost
of future benefits, the unfunded actuarial accrued liability (UAAL), and employer contribution rates based on
assumptions about many future events, such as the age when members will retire, their rate of salary growth,
how long they will live after retirement, and how much the plan’s investments will earn. These assumptions
are based on detailed statistical models and adhere to national Actuarial Standards of Practice. However,
they are not facts; no one can predict future events. When the actual experience doesn’'t match the
assumptions, there can be an actuarial gain or loss. Put simply, gains reduce employer contribution rates,
losses increase employer contribution rates.

Why are there different rates for each of the member classifications?

Employer contribution rates for Employee, Teacher, Police, and Fire members are determined separately
based on benefit structure, demographics, and other information unique to each member classification, so
rates vary among the different groups.

Group Il rates are higher because the retirement age for Police and Fire members is lower and the Group 1|
benefit formula produces a larger pension than the Group | benefit formula. (Note: Group Il members are not
eligible for Social Security benefits for their NHRS-covered employment; neither they nor their employers pay
Social Security taxes.)

in addition to the pension costs, the employer rates also contain a Medical Subsidy rate that ranges from
0.22% to 2.23% of covered payroll, depending on the member classification. (See below for more information
on the Medical Subsidy.)

How does the unfunded pension liability affect employer contribution rates?

There are three components to employer contribution rates: the normal cost, unfunded actuarial accrued
liability (UAAL), and the medical subsidy.

The normal cost reflects the estimated actuarial cost of pension benefits as those benefits are earned each
year by members. This cost is shared by the employer and the member, with members paying the majority of
the normal cost. The normal cost is expected to decline over time due to 2011 legislative changes that
reduced benefit provisions for new members hired on or after July 1, 2011, as well as any member hired prior
to that date but not vested prior to January 1, 2012. Future increases to benefit formulas would slow the
decline of the normal cost.

The UAAL is the estimated value of NHRS benefits that have been earned in the past but have not yet been
funded. The unfunded liability is borne solely by the employers. Overall, the unfunded liability accounts for
more than 75% of the total employer contribution rate.

There have been several contributing factors to the current NHRS unfunded liability:

e A flawed statutory funding methodology in effect from 1991-2007 that led to the long-term under-
calculation of employer contributions;

e The diversion of approximately $900 million in investment earnings from the pension trust into a
“Special Account” over roughly the same period. (The Special Account, which was created by
legislation in the 1980s and repealed in 2012, funded other post-retirement benefits such as cost-of-
living adjustments);

¢ Global economic dips (the 2001-02 dot-com bubble and the Great Financial Crisis of 2008-09)
negatively impacting investment performance;

¢ Adoption of more conservative actuarial assumptions in 2011, 2016, and 2020 by the NHRS Board of
Trustees, based on the results of actuarial experience studies required by statute and the Board's
Actuarial Funding Policy.
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Despite the unfunded liability, retirement benefits for NHRS members are secure. Changes made more than
a decade ago have put NHRS on a solid path to financial health, however, the unfunded liability took many
years to create, and it will take many years to eliminate.

In 2007, the Legislature created a closed, 30-year amortization period to pay off the UAAL, which
commenced on July 1, 2009. In 2018, legislation was enacted to recognize actuarial gains and losses
incurred after July 1, 2017, over closed periods of no more than 20 years. This is referred to as “layered
amortization.” The approximate $5 billion UAAL as of June 30, 2017 — referred to as the “initial UAAL" —
continues to be paid down through 2039.

Actuarial gains and losses since July 1, 2017, are being recognized in layers of no more than 20 years,
which will temper any potential employer contribution rate volatility as 2039 approaches, and aiso provide a
sound basis for managing future gains and losses.

Why is the Medical Subsidy included in the employer rate?

The Medical Subsidy is a statutorily required payment made by NHRS directly to an eligible retiree's former
employer or the employer’s health insurance administrator that goes toward the cost of health insurance for a
qualified retired member, spouse, or dependent child(ren). The Medical Subsidy is not a health insurance
plan.

Medical Subsidy benefits are funded from a 401(h) trust for political subdivision Employees, state
Employees, Teachers, and Police and Fire members. Because these benefits are pay-as-you-go, employers
are required by statute to pay the amounts necessary to maintain the benefits provided for each of the above
groups.

Because this benefit is a closed plan, except with respect to certain Group Il members, the Medical Subsidy
rates are expected to continue to decrease in future years.

Can employers expect contribution rates to continue to go down?

No. There is no expectation that rates will continue to fall. If all actuarial assumptions are met, employer
contribution rates are expected to remain at current levels through 2039. However, as noted in a previous
answer, no one can predict future events with certainty and when the actual experience doesn’'t match the
assumptions, there can be an actuarial gain or loss that impacts contribution rates. Future employer rates
could also be influenced by adjustments to actuarial assumptions, which are reviewed every four years, or by
legislative changes to the benefit structure.

Does the NHRS Board of Trustees have any leeway when certifying employer rates?

There is very limited discretion in setting the employer rates. The state Constitution and state law require that
the NHRS Board of Trustees certify actuarially sound employer contribution rates necessary to keep the
retirement system on track to meet its long-term obligations and that employers pay those rates in full.

The relevant section of Part |, Article 36-a of the Constitution reads, in part:

“The employer contributions certified as payable to the New Hampshire retirement system ...
as shall be determined by sound actuarial valuation and practice ... shall be appropriated
each fiscal year to the same extent as is certified.”

In addition to the constitutional mandate, Trustees are also bound by their fiduciary duty to the pension plan,
which is the highest standard of conduct under the law. When NHRS fiduciaries make decisions about
benefit administration, investments, or any other subject that falls within their statutory responsibilities, they
are required to act solely in the best interest of the collective membership, not on behalf of individual
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members or member groups, employers, lawmakers, taxpayers, or anyone else who might have an interest
in the outcome of the decision.

Even if permitted by law, reducing employer contribution rates without consideration of the impact on NHRS’
long-term ability to fund benefits would run counter to the Board’s fiduciary duty, and would result in creating
additional unfunded liabilities to the detriment of the plan and its participants.

Does the State of New Hampshire pay any portion of the political subdivision employer rates?

The State no longer subsidizes local employer contributions on an ongoing basis.
When RSA 100-A:16 was enacted in 1967, the State was responsible for 40% of the employer contribution
for Teacher members employed by political subdivisions. The statute was amended in 1977, requiring the

State to pay 35% of the employer contributions for Teacher, Police, and Fire members employed by political
subdivisions.

RSA 100-A:16 was amended in 2009 to reduce the State’'s share to 30% in FY 2010 and 25% in FY 2011.
The 2009 amendment also restored the State contribution to 35% in FY 2012. However, the statute was
amended again in 2011 to eliminate the State’s percentage share of employer contributions altogether. The
2011 amendment also included a one-time transitional appropriation of $3.5 million in an effort to offset
political subdivision employer contributions in FY 2012.

In 2012, the New Hampshire Supreme Court upheld statutory changes to RSA 100-A:16 enacted in 2009
that reduced the percentage the State of New Hampshire paid toward employer retirement contributions for
Teacher, Police, and Fire members employed by political subdivisions. The Supreme Court decision did not
change the total amount of employer contributions that must be paid to the retirement system — it only upheld
the State’s authority to reduce, and eventually eliminate, its contribution toward employer retirement
contributions for Teacher, Police, and Fire members employed by political subdivisions. The net result of the
decision was to shift pension costs from the State to political subdivisions.

In 2022, legislation provided one-time funding for employers in FY 2023. House Bill 1221 required the State

of New Hampshire to reimburse 7.5 percent of local employer contributions to NHRS made in FY 2022 for
Group | Teachers and Group Il Police and Fire members.
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