SULTAN CITY COUNCIL

AGENDA ITEM COVER SHEET

m

ITEM NO: A-4
DATE: May 10, 2007
SUBJECT: Resolution No. 07-08

Establishing a Voluntary Employees’ Beneficiary Association
for elected officials and employees

CONTACT PERSON: Deborah Knight, City Administrator

SUMMARY:

The issue before the City Council to adopt Resolution No. 07-08 (Attachment A),
authorizing the establishment of the voluntary employee benefit association health

reimbursement arrangement plan for elected officials and employees in the city of
Sultan (VEBA plan).

A VEBA is a pre-retirement and post-retirement health reimbursement arrangement.
The proposed VEBA plan would enable elected officials and employees to make tax-
free contributions into a VEBA Trust account.

At the Council meeting on April 12, 2007 City Council directed staff to return with an
adopting resolution.

Council members expressed an interest in participating in the VEBA program. Staff
confirmed with the VEBA Trust representative that the VEBA program is available to
elected officials.

The City Council and the Mayor will be a separate “group” from employees under the
plan. The plan rules require that the elected officials will need to collectively establish
the group contribution. The Council and Mayor may want to consider funding their
VEBA accounts with a flat dollar amount or percentage of their compensation. A

decision regarding contributions does not need to be made prior to authorizing the
establishment of the plan.

There is no direct cost to the City other than minimal administrative costs to enroll

employees and elected officials and disburse funds to accounts through payroll
deductions.
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STAFF RECOMMENDATION:

To adopt Resolution No. 07-08 authorizing the establishment of the voluntary empioyee

benefit association health reimbursement arrangement plan for elected officials and employees
in the city of Sultan (VEBA plan). :

DISCUSSION:

" What is the HRA VEBA Plan?

A VEBA is a voluntary employees’ beneficiary association authorized by the Internal
Revenue Service. VEBAs are a tax-exempt trust vehicle which provides employee

benefits. The technical term as defined by the IRS is a Health Reimbursement Account
or “HRA".

The HRA VEBA plan is a tax free health reimbursement arrangement (HRA) that can
be used anytime to pay or reimburse qualified out-of-pocket healthcare costs and
premiums for the employee, the employee’s spouse and qualified dependents.

This HRA VEBA Trust was created in 1990 to provide public employers in the
Northwest a method to provide employees supplemental benefits; particularly post-
retirement medical savings accounts. The HRA VEBA Trust has provided benefits to
employees since its inception. The Trust pays over 2,000 benefit claims per month.

Why offer the HRA VEBA Plan?

VEBA provides a vehicle for employees to save money specifically for retirement
healthcare costs.

Active employees can use their VEBA accounts to pay or reimburse eligible out-of-

pocket healthcare expenses and premiums for themselves, their spouse and qualified
dependents at any time.

Today, the average pubiic retiree and spouse will spend over $300,000 in out-of-pocket
retiree health care costs by age 84. Retiree health care expenses can include
premiums for medical, dental, vision and tax-gualified long-term care insurance
coverage; Medicare Parts B and D; Medicare supplement plan premiums; deductibles:
co-payments; and over-the-counter medications.

Out-of-pocket healthcare costs (e.g. annual deductibles, co-payments, dental, vision,
etc.) for active employees are increasing. Eligible expenses are submitted for
reimbursement. Payments are processed from Spokane. Attachment B lists qualified
expenses and premiums.

There is no current “use-it-or-lose-it” requirement like Section 125 flexible spending
accounts (FSA). Unused funds in the HRA VEBA account are carried over from year to
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year. Employees can continue to use their accounts after they separate from service
until the funds are exhausted. If the employee passes away, the benefit passes to the
surviving spouse or dependent children. Payments to heirs are taxable. Effective

October 1, 2009 payments to heir will not be permitted, and unused account balances
will be forfeited to the Plan.

Who uses VEBA?

The HRA VEBA plan is available to employees of counties, cities, towns and special
purpose districts in Washington, Oregon and Idaho. More than 213 employers in
Washington state participate in the HRA VEBA program. The Sultan Fire District
(Snohomish County Fire District 26) is a participant. Attachment C is a list of
participating employers in Washington State.

Tax-Free Contributions and Withdrawals

The staff recommendation is to fund the HRA VEBA account through a combination of

mandatory group monthly contributions and voluntary sick and vacation leave cash-outs
as provided under the City’s existing personnel rules.

Tax-free funding of an HRA VEBA account can come from a variety of sources:

1. Mandatory group monthly contributions

2. Cost of Living increases

3. Sick leave, vacation, personal and other leave cash-outs — annually or upon
retirement or separation from services

4. Unused monthly benefit dollars

5. Premium savings from lower-cost medical plans

6. Other eligible sources

All contributions, earnings and withdrawals are 100% tax-free. Unlike tax-deferred
investments (IRAs, 457 Plans, etc.) which are subject to social security and medicare

taxes and merely postpone the payment of federal income tax, the HRA VEBA account
is exempt from all of these taxes.

Contributions, earnings and withdrawals are not tax reportable. Contributions are not
included as reportable income for any earnings or withdrawals.

Tax Free Investments

Contributions to VEBA accounts are invested in stock market funds such as Vanguard.
The HRA VEBA Trust offers two investment alternatives: Option A — Do it yourself; and
Option B — Choose a pre-mix. Do-it-Yourseif allows employees to build their own asset
allocation portfolios using funds from among seven individual asset classes. Pre-mix
lets employees select any one of four professionally designed pre-mixed asset
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allocation portfolios. Pre-mix portfolios are well diversified and designed to meet
specific investor goals and objectives.

The earnings from investments are not taxable even at the time of withdrawal.

FISCAL IMPACT:

- There is no direct cost to the City other than minimal administrative costs to enroll
employees and disburse funds to accounts through payroll deductions.

RECOMMENDED ACTION:

To adopt Resolution No. 07-08, authorizing the establishment of the voluntary employee

benefit association health reimbursement arrangement plan for elected officials and employees
in the city of Sultan (VEBA plan).

RECOMMENDED MOTION:

I MOVE TO ADOPT RESOLUTION NO. 07-08, AUTHORIZING THE ESTABLISHMENT
OF THE VOLUNTARY EMPLOYEE BENEFIT ASSOCIATION HEALTH REIMBURSEMENT

ARRANGEMENT PLAN FOR ELECTED OFFICIALS AND EMPLOYEES IN THE CITY OF
SULTAN (VEBA PLAN).

ATTACHMENTS:

A. Resolution No. 07-08

B. HRA VEBA Summary of Benefits
C. Qualified Expenses and Premiums
D. Participating Employers

COUNCIL ACTION:

DATE:
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RESOLUTION NO. 07-08
A RESOLUTION AUTHORIZING THE ESTABLISHMENT OF
THE VOLUNTARY EMPLOYEE BENEFIT ASSOCIATION HEALTH
REIMBURSEMENT ARRANGEMENT PLAN FOR ELECTED OFFICIALS AND
NONREPRESENTED EMPLOYEES IN THE CITY OF SULTAN (VEBA PLAN)

WHEREAS, the Internal Revenue Code Section 501(c)(9) allows for the creation of a

-voluntary employees” beneficiary association which is an employee-sponsored, tax-exempt health -
and welfare trust; and

WHEREAS, IRS guidelines and regulations allow an employer to offer Health
Reimbursement Arrangement (“HRA™) plans; and

WHEREAS, such HRA plans are available to school and educational service districts,
Cities and other municipalities in Washington; and

WHEREAS, the VEBA Trust for Public Employees in the State of Washington (“Trust”)
offers and will administer an HRA entitled “The Voluntary Employee Benefit Association Health
Reimbursement Arrangement Plan For Public Employees of the State of Washington (VEBA
Plan) as Amended and Restated January 1, 2007 (“Plan™); and

WHEREAS, the City of Sultan (“City”) has determined that establishing an HRA plan
which provides a tax-free defined contribution account[verify this?]for employees to pay for
medical, dental, vision and tax qualified long-term care premiums and non-covered healthcare
expenses is in the best interest of the City and its employees; and

WHEREAS, the City desires to establish an HRA plan for its elected officials and
nonrepresented employees at this time, and to allow expansion of the plan in the future; and

WHEREAS, the City desires to use the services of the Trust to administer such Plan; and

WHEREAS, such HRA established by the City will be administered in accordance with
the Plan documents provided by the Trust on file in the City office.

NOW, THEREFORE, the City Council hereby resolves as follows:

Section 1. Effective, May 1, 2007 the City hereby elects to participate in the Plan and
Trust as presently constituted or hereafter amended using the Trust as its plan administrator for
the benefit of eligible City employees as defined by this Resolution and as subsequently may be
revised by City policies or collective bargaining agreements.

Section 2. The Plan will be funded with employer contributions in amounts

determined from time to time pursuant to employee election, or employer policies and collective
bargaining agreements, where applicable.
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Section 3. The Mayor is authorized to execute documents and establish procedures
consistent with Plan and Trust provisions and applicable employer polices and collective
bargaining agreements , as applicable, and necessary to effect the adoption and administration of
the Plan.

ADOPTED this 10th day of May, 2007.

Authorizing Signature ATTEST
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What is the HIRAVEBA Plan?

The HRA VEBA plan, formerly known
as the MSA VEBA plan, is a tax-free
health reimbursement arrangement
(HRA) that enables your employer
~ter make tax-free contributions into a
special trust account on your behalf.
These tax-free funds can then be used
to pay or reimburse eligible out-of-
pocket healthcare costs and premiums
for yourself, your spouse and your
qualified dependents.

incurred by an employee, spouse or
qualified IRS dependents.

In Washington, these arrangements
have been commonly referred to as
“VEBA” plans for more than two
decades. However, the technical term
defined by the IRS is “HRA”,

What is aVEBA?

AVEBA is a voluntary employees'
beneficiary association authorized
by Internal Revenue Code Section
501(c)(9). VEBAs are a special type
of tax-exempt trust vehicle which
provides employee benefits.

The HRA VEBA plan is available to
employees of counties, cities, towns
and special purpose districts in
Washington, Oregon and Idaho. School
district employees in Oregon and
Idaho are also eligible.

Hundreds of public employers in

the Northwest have adopted the

HRA VEBA Plan - a VEBA program
which offers a health reimbursement
arrangement (HRA). An HRA provides
employees and retirees with a tax-free
source of funds to pay or reimburse

qualified out-of-pocket healthcare

: el expenses and premiums.

What is an HRA?

IRS guidance defines an HRA as a
health reimbursement arrangement Are &

funded by an employer for the Jou prepared:

Governmental employees everywhere
are struggling to cope with the risin,
cost of post-employment healthcare.

purpose of reimbursing out-of-pocket
healthcare expenses and premiums

DEzSCRIPTION OF PLAN BENEFITS

A HEALTH REIMBURSEMENT
ARRANGEMENT FOR PuUBLIC

EmpLOYEES IN THE NORTHWEST
www.hraveba.org

Today, the average public retirce and
spouse will spend over $300,000 in
out-of-pocket retiree healthcare costs .
by age 84! If you are 15 or more years
away from retiring, you and your
spouse may need $700,000 or more!
Find your current age on the graph
below to learn how much you and
your spouse will need.

Retiree healthcare expenses can
include premiums for medical, dental,
vision and tax-qualified long-term care
insurance coverage; Medicare Parts

B and D; Medicare supplement plan
premiums; deductibles; co-payments
for office visits and prescription drugs;
over-the-counter (OTC) medications,
etc.

Out-of-pocket healthcare costs (i.e.
annual deductibles, co-payments,
dental, vision, etc.) for active
employees are increasing as well. Are
you doing what is necessary to begin
preparing for this growing need?

- TAX-FREE SOLUTION . .

What are the tax objectives?
The tax objectives are to enable
your employer to make tax-free
contributions to the plan on your

Growing Cost of Post-employment Healthcare

For Governmental Employees Retiving at Age 60
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The graph to the left shows what 2 typical

‘public retiree and spouse will likely-spend

on post-employment healthcare, depending
on their current age, using the following basic
assumptions! _ o
- Employee and spouse refire today at age 60
. Life expectancyto age 84
- Purchase medical insurance for retiree and
spouse to age 65
- Purchase dental insurance plan
- Purchase Medicare Parts B and D and
Medicare supplement plan after age 65
- Spend $500/year on incidental out-of-packet
expenées (deductibles, co-payments, efc.)
- 5% annual increase in premiums and expenses

At



DESCRIPTION OF PLAN BENEFITS

behalf, for your account to be credited
“«‘}rith tax-free investment earnings, and
~io enable you to obtain tax-free
reimbursements for your eligible out-
of-pocket healthcare expenses and
insurance premiuins. Contributions,
earnings and withdrawals are not tax
reportable. Contributions will not
-be included on Form W-2 from your
employer and you will not receive
a Form 1099 for any earnings or
withdrawals.

Why should I participate in the
HRAVEBA Plan?

Healthcare costs are increasing each
and every year. The HRA VEBA plan
provides a tax-free source of funds to
pay for the growing cost of healthcare
expenses for you, your spouse and
your qualified dependents. You can use
your account anytime, before and after
separating employment, to reimburse
eligible out-of-pocket expenses. After
“leaving employment, you can also use

~your account to pay qualified insurance

premiums.

What does “tax-free” really
mean?

Your account is exempt from all

taxes. All contributions, earnings and
withdrawals are 100% tax-free. You
“could save up to $300 or more in taxes

for every $1,000 contributed to the
HRA VEBA plan®.

Contributions to tax-deferred
investments such as traditional IRAs

or 457, 401(k) and 403(b) plans are
subject to Social Security and Medicare
taxes, and federal income tax is merely
postponed until you make withdrawals.

TAX-FREE CONTRIBUTIONS '

How can my account be funded?
There are many potential tax-free
funding sources:

1. .-Lump-]sum'léav_eucaSh outs:
- “annially or at separation(i.¢..
T i1

B  Tax-rrReg EARNINGS -

What investment options are
available?

The HRA VEBA plan’s participant-
directed investment fund choices can
be summarized as follows:

Option A: Do-it-yourself
Build your own asset allocation
portfolio using funds from among
seven individual asset classes,

Option B: Choose a pre-mix
Select.one of four professionally
designed pre-mixed asset allocation
portfolios with a risk level based on
your projected time horizon (i.e. the
length of time until you expect to
begin filing claims).

Detailed information can be found

on the enclosed Investment Fund
Information brochure. Please read this
information carefully and consult with
your personal financial advisor before
making an investment decision. The
trustees, plan consultant and third-
party administrator (TPA) do not give
investment advice.

Will mty account grow?

Net investment earnings (or losses)
after fund management and trust
administrative expenses have been
deducted are credited tax-free to your
account on a monthly basis.

How often can I change the
investment allocation of my
account?

You can change your investment fund
allocation as often as once a month,

MEMBERSHIP ENROLLMENT

When do I become eligible to
enroll and participate in the
plan?

Typically, after your employer adopts
the plan, your union/employee group
makes a group decision to determine
how the plan will be funded and who
will be eligible to participate. Upon
meeting the eligibility requirements, '
simply complete an HRA VEBA plan
Membership Enrolbment Form and
return it to your employee benefits
office. You will become a participant
and your account will be activated
when the TPA receives a contribution
from your employer and a completed
and signed Membership Enrollment
Form on your behalf. TRS rules

require that all union/ employee group

members defined as eligible must
participate.

- ®Tax savings are approximate.
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How do I get money out of my

account?

Simply mail, e-mail or fax a completed
Claim Form to the TPA. You will

need to include proper substantiation
of your expense such as a detailed

~receipt or an EOB (Explanation of

Benetits) from your insurance provider.
Withdrawals from your account can be
made only for eligible out-of-pocket
healthcare expenses and premiums,

Claims payment is efficient and

hassle free. Multiple expenses can be
submitted on a single form. Direct
deposit is available to make your claims
reimbursement even more convenient
and secure.You can even reimburse or
pay your eligible monthly insurance
premiums automatically by submitting
a Systematic Payment Form. Claim
Forms and Systematic Payment Forms
~an be obtained online at

, _,fww.hraveba.org or by contacting the
TPA.

When can I begin using my
daccount?

You don’t have to wait until you
separate from service to begin using
your account, After becoming a
participant, you can file clims to pay
or reimburse eligible out-of-pocket
healthcare expenses and premiums
for yourself, your spouse and your
tax-qualified dependents at any time.
Eligible expenses submitted for
reimbursement must be incurred after
your account is first activated. It’s
easy to file a claim and payments are
processed daily from Spokane.

Is there any “use-it-or-lose-it”
requirement?
No. Unlike Section 125 flexible

. spending accounts (FSAs), unused

I

‘}nds in your HRA VEBA account are

garried over from year to year.

DESCRIPTION OF PLAN BENEFITS

L TAX-FREE WITHDRAWALS

What happens if I take a leave of
absence, resign or retire?

If you take a leave of absence, resign or
retire, you may use your account until
funds are exhausted.

What happens if I die with Sfunds
remaining in my account?

If you are survived by a spouse

or dependent children (or other
dependents as defined by the IRS),
they may submit requests for

medical expense reimbursements

until your account is used up. If you
have no surviving spouse or eligible
dependent(s), the funds remaining in
your account will be paid as medical
expense reimbursements to the heir(s)
of your estate. Payments to heirs will
be taxable. Effective October 1, 2009,
payments to heirs will no longer

be permitted, and unused account
balances will forfeit to the Plan.

NOTE: IRS Revenue
Ruling 2006-36 requirés the Plan to
discontinue providing reimbursements to heirs
for expenses incurred on or after October 1,
2009. This ruling only affects benefits paid to
heirs; reimbursements to a surviving spouse or
dependent(s) will continue.

What expenses and premiums are
eligible?

Eligible expenses for yourself, your

spouse and qualified dependents can
include office visits; over-the-counter
medications and prescription drug
co-payments; annual deductibles; and
many other medical, dental and vision
costs not covered by your insurance
plan(s). All medical, dental, vision,
tax-qualified long-term care (subject to

RS limits), Medicare Part B, Medicare

Part D and Medicare supplement plan
premiums are also eligible. Insurance
premiums paid by your employer or
deducted pre-tax through a Section
125 Cafeteria Plan are not eligible

for reimbursement. A sample listing
of eligible expenses can be viewed at
www.hraveba.org.

Eligible expenses and premiums are
defined in IRC Section 213(d).

Qualified dependents are defined in
IRC Section 105(b} and described in
IRS Publication 502. IRS publications
may be obtained by calling 1-800-
TAXFORM or by visiting www.irs. gov.

Can any retiree medical premiirm
be paid from my account?

Yes. The cost of any qualiﬁed medical
insurance plan you elect to use
during retirement can
be paid or reimbursed
from your account,
including Medicare Part
B, Medicare Part 1D and
Medicare supplement
plans.

How often will

I receive an account activity
statement?

You will be sent a semi-annual
participant activity statement in
Jenuary and July detailing your account
activity.

Can I access my account online?

Yes. Convenient online account access




allows you to view your account
gf:tivity, update personal information

i 3 submit investment fund allocation

"c'hanges. For online access to your
account, visit www.hraveba.org,

Who is the tbird-party
administrator?

REHN & ASSOCIATES, located

in Spokane, is the third-party
administrator (TPA). Founded in

19_61 , REHN & ASSOCIATES is

an experienced employee benefits
administrator with highly-trained staff
specializing in HRA administration.
The TPA provides all correspondence,
accounting and benefit payment
services. Please immediately notify
~the TPA of any address, name or
systematic premium payment changes.

Who is responsible for managing

the HRAVEBA plan?

The HRA VEBA plan is offered by a

pon-proﬁt, tax-exempt VEBA trust
ranaged by a board of trustees elected

vy the plan participants.

DESCRIPTION OF PLAN BENEEITS

What are the trustees’
responsibilities?

The trustees are fiduciaries and have a
duty to act prudently and in the best
interest of all plan participants and
beneficiaries.

How are the trust expenses paid?

All expenses of operating the HRA
VEBA Trust are paid by a $1.50/month
per account fee, plus an annualized fee
of approximately 1%. The annualized
fee is paid by a reduction to investment
earnings o, if there are not earnings,
charged as a deduction to participant
accounts.

Trust operating and administrative
expenses vary slightly from month
to month and include legal fees,
consulting, local servicing, printing,
postage, auditing, claims processing,
account administration, etc.

Where can I get more
information?

To learn more, visit www.hraveba.org.

HRA/

For information regarding your
account, questions about claims or to
request forms, contact the TPA, REHN
& ASSOCIATES, at 1-800-VEBA101
(832-2101).

For general plan information, employer
adoption inquiries or to schedule an
informational group meeting, contact
your representative at the VEBA
Service Group, LLC regional office
nearest you. In Eastern Washington,
Oregon or Idaho, call 1-800-888-VEBA
(8322). In Western Washington, call
1-800-422-4023.

A HEALTH REIMBURSEMENT
ARRANGEMENT FOR PUBLIC
EMPLOYEES IN THE NORTHWEST



© . J/HEALTH REIMBURSEMENT ARRANGEMENT FOR PuBLIC EMPLOYEES IN THE NORTHWEST

0 $300,000 Growing Cost

Do you know the average public employee and spouse retiring
today will probably spend well over $300,000 in post-employment
healthcare costs and premiums? Healthcare expenses for active

~employees are increasing as well. Are you doing what is neces-
sary fo begin preparing for this growing cost?

0 is there a solution?

Yes. The'HRA VEBA plan, formerly known as the MSA VEBA plan,
is a tax-free health reimbursement arrangement (HRA) that can
he used anytime to pay or reimhburse qualified out-of-pocket
healthcare costs and premiums for yourself, your spouse and
your IRS gualified dependents.

0 What does “tax-free” really mean?

All contributions, earnings and withdrawals are 100% tax-free! You
could save up to $300 or more in taxes for every $1,000 contrib-
uted to the HRA VEBA plan. Unlike your tax-deferred investments
(IRAs, 457s, etc.) which are subject to Social Security and Medi-
care taxes and merely postpone the payment of federal income
fax, your HRA VEBA account is exemp! from all of these taxes.

* Tax-free Contributions

o |‘éx-free funding of an HRA VEBA account through your emplayer
could come from a variety of sources:

Mandatory group compensation exchange {monthly contri-
butions); '

COLA increase;

Sick leave, vacation, personal and other leave cash-outs
{armually or upon retirement or separation from service);
Unused monthly benefit doliars;

Premium savings from lower-cost medical plans; and
Other efligible sources.

ombh W

Example A: Leave Cash-Qut

| Cash-Out |- -25% - | 785% | Net
|- Amount - | Income Tax | FICA Taxes | Amount
" Taxable
| Wages $10,000 <$2,500> <§765> $6,735
HRA VEBA. '
Coniribution $10,000 nfa n/a $10,000

HRA VEBA saves $3,265 in taxes!'

Exampte B: Monthly Payroll Contributions

"HRAVEBA " | Monthly - " |:Take-Home-Pay | Anriualized "
Contribution: | ~ Tax Savings® Difference | Tax Savings'
$50 $16 335 $180
$100 $30 $70 $360
$150 $45 $105 $540

Tax savings are approximate.

Summary of Benefits

www. hraveba.org

O Tax-free Investments

You can invest your account by choosing either one of two op-
tions. Option A: Do-it-yourself allows you to build your own asset
allocation portfolio using funds from among seven individual
asset classes, Option B: Choose a pre-mix lets you select any
one of four professionally designed pre-mixed asset allocation
portfolios with a risk level based on your projected time horizon
(i.e. the length of time until you expect to begin filing claims).

Examgle C: Growth

Starting . Monthly Account Value
Age HRA VEBA Contribufion atAge 65*
25 $100 $148,856
35 $100 $81,870
45 $100 $40,746
85 $100 $15,499

. *Based on average annualized eamings of 5.00%.

[0 Tax-free Withdrawals Anytime

You don’t have to wait until you refire to use your HRA VEBA
account. You can file claims 1o pay or reimburse qualified out-of-
pocket healthcare expenses and premiums at any time. it's easy
to file a claim and payments are processed daily from Spokane.

[1 Death Benefit

If you pass away, remaining funds in your HRA VEBA account
may continue to be used by your surviving spouse, qualified
dependents or heirs to reimburse eligible healthcare expenses.

~ NOTE: Pursuant to IRS Revenue Ruling 2006-36, the HRA VEBA plan

may no longer provide reimbursements to non-dependent heirs for ex-
penses incurred on or after October 1, 2009. Any positive account bal-
ance remaining following the deaths of a participant, their spouse and
alt dependents will be forfeited. This ruling only affects benefits paid to
non-dependent heirs; reimbursements to a surviving spouse or qualified
dependeni(s) will continue.

O Enrollment

When your employee group adopts the HRA VEBA plan and you
become eligible to participate, you will be asked to complete a
Membership Enrofiment Form and submit it to your employee
benefits office. All employee group members defined as eligible
must participate per IRS rules.

O More Information

The HRA VEBA plan allows you an opportunlty to begln saving for
out-of-pocket healthcare costs while putting the taxes you save
where they belong—back in your wallet!

To learn more, visit the HRA VEBA website at www.hraveba.org or
contact the VEBA Service Group, LLC regional office nearest you.
In Western Washington cail 1-800-422-4023. In Eastern

Washington, Oregon and Idaho cali 1-800-888-VEBA,
Revised 12/06
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Qualified Expenses and Premiums

- . » Fifing Claims

© - Participants may request reimbursements by submitting a
properly completed and signed Claim Form along with proof of
claim to the third-party administrator, REHN & ASSOCIATES.

Reimbursements or payments of recurring medical, dentai, vision
and/or tax-qualified long-term care insurance premiums may be
requested using a Systematic Payment Form. Insurance
premiums that are paid by your employer or that are or could be
...deducted pre-tax through a Section 125 cafeteria plan are.not
eligible for reimbursement. If you are a participant in a Secfion
125 healthcare flexible spending account (FSA), you must
exhaust your FSA benefits before submitting an eligible claim.

» IRS Definition of Qualified Expenses and Premiums
Internat Revenue Code Section 213(d) defines qualified
expenses, in part, as ‘medical care” amounts paid for insurance
or *for the diagnosis, cure, mitigation, treatrnent, or prevention of
disease, or for the purpose of affecting any structure or function
of the body..." To be eligible, these expenses must be to
alleviate or prevent a physical defect orillness. Expenses solely
for cosmetic reasons generally are not considered expenses for
medical care. Examples include facelifts, hair transplants and
hair removal {electrolysis). Expenses that are merely beneficial

to your general health (e.g., vacations) are not expenses for
medical care. One fact or circumstance that often, but not
always, indicates that medical care involves the treatment or
prevention of disease is whether the care is prescribed by a
physician. A mere suggestion by a physician probably is not
enough. In addition, there should be a doctor-patient
relafionship between you and the physician prescribing the care,
and the physician must be properly licensed.

- Qver-the-Counter (OTC) Medicines and Drugs

Quantifies purchased for reimbursement should be limited to
reasonable quantities expected to be consumed in a reasonable
periad of ime. Typically, two bottles of an item in any one
reimbursement is the limit. Sales tax on OTC items purchased
can be included in the reimbursement. “Covered ltems” include
OTC drugs, medications and treatments intended for use in the
diagnosis, cure, mitigation, reatment or prevention of disease or
injury. *Dual-purpose Items” may have a medical purpose and a
personal/casmetic or general health purpose. In this case,
aftach a note to your Claim Form from a licensed medical
provider stating the beneficiary had a specific medical condition
for which the item was purchased. “Excluded ltems” are those
used primarily for general health and well being.

The foilowing is not a complete list, but contains many common qualified expenses and premiums.

MOST COMMON Ostecpath Ambutance hire Therapy treatments Wart removal treatments
EXPENSES Physicals Birth contol pills Transportation {subject to
“Co-pays Physician Contact lenses, solutions, IRS fimits) . Dual-Purpose ltems:
.Coinsurance Physictherapist elc. Vatcines Acne madications
Deductibles Psychiatrist Eye glasses Vasectomy Dietary supplements or
QTC medicines & drugs Psychologist Fertility frealments Viagra herbal medicines
Sex therapist Food & beverage for specific | Wheelchair Feminine hygiene
INSURANCE PREMIUMS Specialists diseases Xerays products
Medical _ Hearing aids & batteries Glucosaming/Chondroitin
Dental MILITARY RETIREES Immunizations OTC MEDICINES and for arthritis
Vision (TRICARE) Lasereye surgery - DRUGS Menopause treatments for
Long-term care (tax- Co-pays Leaming disability {special ) hot flashes, sweats
- .qualified, subject fo IRS Coinsurance school or specially frained Covered ltems: Nasal sprays for snoring
limits) Deductibles educator, recommended by Allergy medicines Orthopedic shoes &
Medicare Part B Vision doctor Antacids inserts
" Medicare Part D Miscellanecus Lifetime care at medical Anti-diarrhea medicines Prenatal vitamins
Medicare supplement plans : facility Bug hite medication St. John's Wort
Premiums: Lodging (for medical care or Calamine lotion Sunscreens
SERVICES and FEES EXTRA freatment) Cold medicines Weight loss drugs
" Acupuncture - Medicare Pait B Medical supplies and Cough drops
Anesthetist - Medicare Part D equipment Diaper rash ointments Excluded lems:
Chiropractor PRIME (+HMO) Norplant insetion or Eye products {i.e. Visine®) Cosmetics
Christian Science PRIME supplement removal First aid ¢creamsfliquids Face creams
Dentist Retiree dental Obstefrical expense Hemonmhoid creams Lip moisturizers (i.e.
Eye exams Standard Operations Menstrua! pain & cramp ChapStick®)
Gynecologist Organ fransplants relief Medicated shampoos
Hospital CTHEREXPENSES Orthodontia Motion sickness pills Soaps
Laboratery Adoption {medical expenses Physical therapy Muscle or joint ache pain Tailetries
Naturopath incurred before adoption is Prescription medicines relievers (i.e. BENGAY®) Tooth brushes (including
Nursing finalized) Retirement home {costs Nicotine qum/patches efectranic)
Obstetrician Air conditioning and air allocable fo medical care) Pain relievers Toothpastes
Oral surgery fitters used for alleviating Seeing-eye dog Sinus medications Vitamins
- Ophthalmelogist itness Siop stmoking programs Sleaping aids
‘ Optometrist Aleoholism and drug Student health fees Sunburn ointments
" Orthodontist treatment center costs Telephone for deaf {TTY) Suppositories

Questions? Call the third-party administrator, REHN & ASSOQCIATES, af 1-800-832-2101.
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Participating Employers

CITIES & TOWNS
City of Airway Heights
. City of Arfington

City of Aubum

City of Bay City

City of Burien

City of Cashmere
City of Cenfralia
ity of Chehalis

City of Chelan

City of Cheney

City of Cie Elum

City of Coeur d'Alene
City of Columbia City
Gity of Coftage Grove
City of Ellensburg
City of Federal Way
City of Fife

City of Forest Grove
City of Forks

City of Grandview
City of Gresham

City of Hillsboro

City of independence
City of Kalama

City of Lake Oswego
City of Leavenworth
City of Lewiston

City of Longview
City of Medford

City of Milwaukie
City of Molalla

City of Monroe

City of Newburg

City of Qregon Gity
City of Palouse

City of Pasco

City of Pendlefon
City of Philomath
City of Phoenix

City of Pilot Rock
City of Portiand

City of Post Falls
City of Poulsbo

City of Pullman

City of SeaTac

Gity of Seattle

City of Selah

City of Spokane

City of St Helens
City of Sunnyside
City of Tacoma

City of Talent

City of Tigard -

City of Tukwila
“City of Tumwater
City of Vancouver
City of Yakima

Town of Odessa
COUNTIES

Adams County
Benton County (WA)
Chelan County
Columbia County (OR)
Caoos County

Cowlitz County

Curry County

Douglas County (WA)
Franklin County
Graat County
KGttitas County
Klamath County
Kootenai County
Mason County
Muitnomah County
Nez Perce County
Okanogan County
Pend Oreille County
Spokane County
Stevens County
Tillamook County
Yakima County
Yamhili County

SPECIAL PURPOSE DISTRICTS

Alderwood Water & Wastewater District

Annapolis Water Disfrict

Beacon Hill Sewer District

Bentan County PUD

Benton Franklin Health District

Ben Franklin Transit

Birch Bay Water & Sewer District

Boring Fire District

Canby Fire Disfrict No. 62

Cannon Beach Rural Fire Proteciion
District

Cascade Valley Hospital

Cedar River Wafer & Sewer District

Chelan County PUD

Clallam County PUD No. 1

Clallam Transit System

Clark County Fire District#11

Clark County PUD

Clatskanie PUD

Coburg Fire Board

Columbia 911 Communications Diskict

Columbia River PUD

Covington Water District

Cowlitz County Fire District No. §

Cowlitz County PUD

Crescent Rural Fire Profection Distict

Cross Valley Water District

Douglas County PUD No. 1

Duvall Fire

East Wenatches Water District

Energy Norfhwest

Eugene Water & Electric Board

Ferry County PUD

Franklin County Emergency
Management

Franklin County PUD

Grant County PUD Ne. 2

Grays Harbar County PUD

. Greater Columbia Behavieral Health

Green Sanitary District

Hood River School District

Karcher Creek Sewer District

Keizer Rural Fire Profection District

King County Water District No. 20

King County Water District No. 45

King County Water District No. 49

King County Water District No. 83

King County Water District No. 111

King County Water District No. 125

Kitsap County Fire District No. 13

Kittitas Gounty PUD No. 1

Klickitat County PUD No. 1

Kootenai Medical Center

Lake Chefan Reclamation District

Lakelznd Jeint School District No. 272

Lake Roosevelt Development
Asscciation

Lake Stevens Fire District

Lake Whatcom Water & Sewer District

Lakehaven Utility Disfrict

[.ane Transit District

Lewis County PUD

Lewiston Orchards Imigation District

{ink Transit

Mason County PUD No. 1

Medford Water Commission

Midway Sewer District

Morrow County Schoot District

Mukilteo Water District

Nesfucca Rural Five District

North Lincoln Fire & Rescue Disfrict

Naorth Perry Avenue Water District

Northem Wasco County PUD

Okanogan County PUD No.1

Qlympic View Waler & Sewer District

Fend Oregille County PUD

Paninsula Light Company

Pierce County Fire District No. 8

Pierce County Fire Disfrict No. 22

Pierce County Library System

Pleasant Hill Rural Fire District

Part of Bremerton

Port of Centralia

Port of Chehalis

Port of Ephrata

Port of Kalama

Port of Longview

Port of Moses Lake

As of September 30, 2006

Port of Olympia

Port of Peninsula

Port of Port Angeles
Port af Seattle

Port of Skamania County
Fort of Tacoma

Port of Vancouver
Porand Firefighters

| Ronald Wastewater Disfrict

Salem-Keizer Transit

Sandy Rura Fire

Shoreline Fire Department

Shorefing Water District

Silverdale Water District

Silver Lake Water District

Skamania County PUD No. 1

Skyway Water & Sewer DistrictNo. 3

Snohornish Coundy Fire DisfricNo. 3

Snohomish County Fire District No. 4

Snchomish County Fire District No. 5

Snohomish County Fire DistrictNo. 7

Snahorish Coumty Fire District No. 26

Soos Creek Water & Sewer Diskict

South King County Water District

South Lane Fire & Rescue

Southwest Suburban Sewer District

Spokane County Noxicus Weed Board

Spokane Transit Authority

Springfield Utility Beard

Stevens County PUD

Tangent Rural Fire Profection District

Thurstan County Fire District No. 1

Thurston County Fire Disfrict No. 11

Tharston County Fire District No. 13

Tillamook PUD

Hilamook Gounty Emergency
Commission District

Tri-County Economic Development
District

Tualatin Valley Water District

Valley Regional Transit

Valley Water District

Val Vue Sewer District

Vera Water & Power

Washingtan Cifies Insurance Authority

Whitworth Water Dishrict No, 2

Woodinviile Water District

Yamhifl County Housing Authority

Yelm Fire District

Taotal Employers: 213

The HRA VEBA plan is a tax-free health reimbursement arrangement (HRA) for governmental employees in Washington,
Oregon and Idaho. For more information, please contact a VEBA Service Group, LLC representative near you. [n Eastem
Washington, Oregon or Idaho, call 1-800-888-VEBA (8322). In Western Washington, cail 1-800-422-4023.
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