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Corrlezlny Proflls

e Formed in 1992 m/éamllton Bermuda \\j/
e Wholly: owned SUbSId ry. of Eneﬁ
InsurancéMutuaI (20%); \ /

| captive insurance company.

31,2005, EIS’s policy assets
rrnlllon and surplus totaled

e Protected

e At Decembegr;
totaled $529.4
$58.8 million




Corrlezlny Proflls

N
o In August 2006, EIé 's Board authorlzed\kj/"
redomestication in ) the United S\tes

" o Filed fo})al appllcatlén with the S.C. /
Dept. ofiInsurance on September 18, 2006

e Transition was completed
Decemb "




REtree BENENES
Fuinlelinie) Qotioris

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




Retiree BEREnts
Quotiorl: =Elirnlineite

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




Retiree BEREnts
Cotion: HMaten

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




Retiree BEREnts
Cotion: Madasiarn

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS
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° D_efined Contrib j\ Plans b
/ “ \ //

° befine 'Bep”efit Pléf:ns




REtEENBERENES
Cotigr: Pefinad Coritrletition

Defined Contribution Defined Benefit

A\ 4

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOLI | TOHI

Captive Commercial EIS




REtrEe BENENLS
Cotion: Dafinee Baniefin

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




Flinlellinie) @otlens

~— S / n

o P_ay—As-You-Go | b
AN n ) »
o Settle the Liability




Retiree Benefits
OPLCHFEEVEASHY OUEEE

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




Retiree BEREnts
OPLERANSELHE

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




Retiree BERets
Cotlon: Pre-Funle

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




Retiree BERets
Option: VEBA Trust

Defined Contribution Defined Benefit

A\ 4

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




e Traditional (Otheréwestme”ts\a

e \ a8 f,) \ f

e Insurance




REUEEBERENLS
AQutlggld Tracditionz) fnyastmanis

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOLI | TOHI

Captive Commercial EIS




Retiree BEREnts
Qotion: rstraries

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS
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e Trust Owned L In)surance (TOLL)

o Trust Owned Health Insurance (TOHI)




Retiree Benefits
Cotigns TOL

Defined Contribution Defined Benefit

A\ 4

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




Retiree Benefits
Cotigrn: TR/

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




-orms of Insurers

e Captive Insurer ) \
\

/ . \ ) /’f \ /

e Commerciall Insurer

f

e

e Energy IRSUrance SERVICES, Inc. (2]



Retiree BEREnts
Qutlon: Czlotjye

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




Retiree BEREts
Qotiorl: Conslrriarelzl

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




Retiree Benefits
Optiens EIS

Defined Contribution Defined Benefit

Pay-As-You-Go Pre-Fund Settle

Other Investments Insurance

TOHI

Captive Commercial EIS




~ \EISfo TOHI Policy '
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~EIS

OVERIEW,

' Policies are a forn’1 oj’/ OHI L/

e Policies are purchased by a VEBA o
e VEBA is insured on a Stop Loss basis fora (

~ portion ofithe claims experienced by participants

e EIS provides noncancelable stoploss insurance
coverage forgtne life ofgtiie covered population

e The VEBA trust GWnsithe poelicy, pays the
5) and receivesipayments as they
‘become due

e Retirees do not: difectly receverpayment: from




Zrernliilon) Bacarnnllnlziclon]

B A function of: ’

e Company’s post re /tlrement benefit..
Ve ™ obllga‘uo\n (APBO) )

e Qualified asset account limit (US code
sectlon\4~1~ -

f




T Fiinlellnle) Czlsnl Floby

Contributions

>
/
g Jr-

TOHI Claims
Payments

Retiree Medical
Benefits Payments

—




parate Account

~ 1\
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FOlICYABENEEIAlNEAVIIENLS

N
e Annual policy éla(‘rés pricing \\j/
e Guaranteed factors) \
/s Current fac:dfrs \ \ /
o Annual\m

= |caI clalms of: retlrees
covered |




r\rml 2|l Palley Pricinle) Pelrelnflaiers

i J
e Guaranteed factor:i/ kﬁ/

e Current Factors
/ E \ f
e Benefit P rcentage 2

)

Guaranteed Factors Current Factors
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SalpPIE EOIICYASENEN

Palrnent Celletlzigior)

Plan Total Policy Clai
. Reimbursed to Vl;‘Bi\ ;
"($4,800) ($3,000) N 4

o

Total Amount
~ Paid to Providers
($10,000)

Plan Claims
Paid
($4,800)

Policy
Benefit
($3,000)

Policy
Benefit
($3,000)

(002'1$) @dueINsuIo) ue|d

(0S£$) @oueinsui0) Adijod

Benefit i’ercentage: 80%

B Y.




UEnEBEnERFComputation
FelGio)rs

$3.000
$7.,000
$5,000
55 000
$4 000
$3.000
$2.,000
$1,000

0

2001 002 03 05 06

200 2002 2003 2004 2005 200

Attachment | g9 nop $1 000 $1 000 1 000 1,000 $500
Paint

Eenefit 53.54% 55.00% A0 03 % o B4 .00%

FPercentage

§2 200 52 401 $2 401 §3.480




OEREISHVEESaNEREOIIEY
Conisideretions

e Risk shifting | Z . k/
e In Helvering v. Le Gierse (1941), the United o

/

=

 States Supreme Court éxplained that a valid life
insurance contract, for/{’ederal tax purposes, must |
iInvolve Pisk—sh"’ifting and risk-distribution.

o EIS Té)HLp O0gram contains a reciprocal
mechanisfithatdistributesiactual claims across
separatelaccounts accordingito expected values

e ProgramiAavisery Commikee

~ o Consults with EISion dIYAYIBEAS!




EISVAEVEREUES

e EIS is in business tﬁﬁneett e needs of its \\7/
pollcyholders C \
™ Does not have earnlngg per share or return on [

~ equity requirements that impact the fees charged
to the&pollyholders

e [OHI programihas beeniin,operation for over

ten years |
e Captive g advantage
of lewer preml M taxi e coﬁpared to

o e N




MERTINNREH

e Investment Managemen Consultant f}

MBP # 15 since 1996 .

/™, ReSpO\SJbIhtIéS |ncIL}|de assstmg EIS f

and Pollcyholders with:

e Measurmg, o ting
(/ investment g ,Jerrorrrunc:‘ §




MERTINNREH

’ .
ey e Approved Invesmént dnagers \ﬁ/

includes: b
Ve L Asse\CIasses 9 ) \ NG
o Flrms /
e Productsy "
e Assets Custodiedfat Stat t/eet Bank
e Perfor 2lreported torPoalicyholders
‘monthly

-
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p—

Allocation
Asset Class Minimum % Maximum %




Current Poligy{oider Experience
‘Margaret Walsh, OGE Energy




REWEEE SIS U

- 1993: Eligibility fé) f tiree medical changM

1994: Adopted carve ut coordination W|th

e M\d%ca re , \ (

2000: o Ellmlnated PIan eligibility for any

2003:




Claims g Hr GESS

Daily / Weekly Process

w
<= <=

VEBA

Quarterly TOHI Process

Submit TOHI Claim
VEBA
Pay TOHI Claims




Participants's Historical Performance

B Participant TOHI W Traditional Investment

Beginning of Year




HOUIEINSECE]9)

h J '
%% TOHI through a féptive offers \\j/

significant advantages >l
/e, Memb\'s are: owneljs \ /
o Program 's receptlve to |ts




e Involve a cross s<eétion of the \\ﬁ/

organization \
7 e, Mode\he fménaal)mpact \ J
o If EIS Pollcy purchase isa
consideration) : Pollcy

mechaniGs FEVIEW!
e Stakeholder consideration

-
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