TESTIMONY BY H. MARK FUKUHARA
ADMINISTRATOR, HAWAII EMPLOYER-UNION HEALTH BENEFITS TRUST
FUND, DEPARTMENT OF BUDGET AND FINANCE
STATE OF HAWAII
TO THE HOUSE COMMITTEE ON LABOR AND PUBLIC EMPLOYMENT
ON
SENATE BILL NO. 789, SENATE DRAFT 1, HOUSE DRAFT 1 (PROPOSED)

MARCH 14, 2003

RELATED TO PUBLIC EMPLOYEE HEALTH BENEFITS

The Board of Trustees for the Hawaii Employer-Union Health Benefits Trust Fund
(EUTF) suppérts the adjustment in monthly employer contribution caps for retirees’ health
benefits plans based on changes to the Medicare Part B rates, to be effective retroactively to
July 1, 2002.

On March 13, 2003, the Board approved the health benefits and corresponding premiums
effective July 1, 2003 and July 1, 2004 as shown in Attachment 1. The retirees’ rates effective
July 1, 2003 are at or below the various employer contribution caps. The premiums approved
effective July 1, 2004 are “not to exceed” amounts, Therefore, in the 2™ year, the rates for
retirees could increase as much as 16%-21%.

Since Medicare Part B rates have increased an average of 8.9% the last several years, it is
likely that the EUTF will have to either start charging retirees a portion of the monthly premiums
or reduce benefits effective July 1, 2004. The EUTF Board wants to maintain benefit levels and
avoid charging retirees monthly premiums.

Therefore, we support the adjustment in monthly employer contribution caps effective

retroactively to July 1, 2002.
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