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To the Citizens of the City of New York

Ladies and Gentlemen:

Pursuant to Chapter 5, Section 93, of the New York City Charter, my office performed a
comparative analysis on the overall financial activities of union-administered benefit funds
whose fiscal years ended in calendar year 2001. New York City contributed approximately
$895.8 million to 109 welfare, retiree, and annuity fimds whose fiscal years ended in
calendar year 2001,

Reviews such as this provide fund trustees and other interested parties with a means of
comparing the administrative and benefit cxpenses of similar-sized funds.

I trust that this report contains information that is of interest to you. If you have any
questions concerning this report, please contact my audit bureau at 212-669-3747 or e-
mail us at audit@Comptrolier.nyc.gov.

Very truly yours,

e @ A

Williamn C. Thompson, Jr.

Report: FMO03-089A
Filed: June 30, 2003
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RESULTSIN BRIEF

Backaround

New Y ork City contributed gpproximately $895.8 million to the 109 union-administered annuity
and activelretiree wefare funds included in this survey whose fiscad years ended a any time during
cdendar year 2001. The benefit funds were established under the provisions of collective bargaining
agreements between the unions and the City of New York. Benefit funds provide to City employeses,
retirees, and dependents a variety of supplemental hedlth benefits not provided under City-administered
hedth insurance plans, including dental care, optica care, and prescription drugs. Other benefits are
provided & the discretion of the individud funds. Annud contributions to the welfare funds ranged from
$785 to $1,320 per employee during 2001.

Accountability for fund expenditures is a contractud requirement: the funds must be audited
annudly by a certified public accountant (retained by the funds); they must submit an annud statement
showing ther “condition and affairs’ in the form prescribed by the City Comptroller; and they must
provide an annud report to each employee covered by the fund.

In November 1977, the Comptroller's Office published the first Internd Control and
Accountability Directive #12, which contained uniform reporting and auditing requirements for benefit
funds. In 1997, Directive #12 was revised to include provisons tha modified fund reporting
requirements, required assessments of consultant services, modified the criteria for contracting services
through competitive bids, and expanded the requirements for hiring independent certified public
accountants to audit the funds.

These reporting requirements provide abasis for our comparative analyses of fund operationsto
identify deviations from the norm. To perform those andyses, we compute certain expense and benefit
category averages that are used to compare funds of smilar Sze; our results can then be used by fund
trustees and adminigrators to perform their own internal analyses.

Thisisthe Comptroller's 22" annual report related to the data received in response to Directive
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#12. The andyssis based on the financid activities of 109 benefit funds receiving contributions from
the City during calendar year 2001. Annud reports from these funds are usualy delayed at least one
year because, according to Directive #12, the funds have up to nine months after the close of their fisca
years (some of which end on December 31%) to submit the required data

We reviewed the financid information provided by 109 funds that received City contributions
during Fiscd Year 2001. (Exhibit A a the end of this report lists each fund by its officid and its
abbreviated name.) However, the computation of category averages and our other financid analyses
were limited to 85 funds thet received gpproximately $340.9 million in total City contributions during
each fund’'s 2001 Fiscal Year (most of the funds Fiscal Years ended in either June or September of
2001)—14 funds were excluded since they receive a substantia portion of their revenues from sources
other than the City, one College Scholarship Fund was excluded since it does not provide benefits to
union members or thelr dependents, and nine annuity funds were excluded because they incurred
subgtantial losses on their investments that offset their tota revenue (putting their revenue in “negetive’
terms and making a cdculation of ratios impossble. These funds are listed separately in Exhibit B.)

Asof theend of their 2001 Fiscd Years, the welfare funds net assets available for plan benefits
totaled $730.3 million, and the annuity funds had a net fund baance of gpproximately $381.7 million.

Objective of Analysis

Our objective was to provide comparative data on the overdl financid activities of the 85
union-administered active and retiree welfare, education, and annuity funds which received City
contributions during Fisca Year 2001. (Mog of the funds fiscd years ended in either June or
September 2001.)

Observations

As in previous reviews of the financia data submitted by the funds for the past 22 years, there
were variaions in the amounts spent for administrative purposes athough, in certain indances, there was
a clear indication that these expenses were reduced. Some of the funds cited in our 2000 report for
spending higher-than-average amounts on administration remain in that same category in 2001. In
2001, $57.98 million (6.33%) of tota revenue for al funds was spent on administration, as compared to
$63.2 million (7.37%) spent on adminigtration in 2000. The percentage of tota revenue spent on
adminigration varied among funds, reflecting the broad discretion exercised by each fund's Board of
Trustees.

As before, severd funds expended lower-than-average amounts for benefits and maintained
high reserves. In addition, the benefit expenditures of each of seven funds exceeded their individud total
revenues, causing the funds to dip into their reserves. The use of reserves to provide benefits may
indicate that the benefits provided were not evauated in relation to the resources available to the funds.
Reserves hdd by funds provide a cushion if clams for benefits exceed revenues in any given year. In
the past, the Comptroller's Office has used generd guiddines of 100 percent of revenue for insured
funds and 200 percent of revenue for self-insured funds as reasonable levels for welfare fund reserves.
High reserves are an indication of a fund's financid viability, but may dso indicate that a fund is not
providing as many benefitsto its members asit could. Furthermore, in 2001, 13 of 75 active and retiree
wefare funds in our andyss incurred operating deficits totaling $5.16 million, which reduced their
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available reserves. The deficits ranged from $2,712 to $2,639,515.
In summary, we identified the following financia issues that should be addressed:

The expenses of certain funds exceeded their revenues, resulting in

operating deficits. Operating deficits could deplete fund reserves, which
could ultimately lead to insolvency.

Cetain funds spent a large percentage of their revenue on
administrative expenses.Reducing adminidrative expenses would alow
funds to increase benefits for members.

Certain funds had large operating surpluses resulting in high reserves.
Excess reserves may indicate that funds should increase members benefits.

The chart on the following page lists those funds with financid issues (indicated in the shaded
areas of the chart) that should be addressed by fund management.
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Fundswith Potential Problems
(Problem Areas Highlighted)

ADMINISTRATIVE

EXPENSE BENEFITSEXPENSE FUND BALANCE
RISK OF
SURPLUSOR INSOLVENCY
TOTAL OVERALL OPERATING % of Balance/ (SEE
FUNDS REVENUE EXPENSES (DEFICIT) Total % of Rev. Total Rev. Total % of Rev. | Deficit* LEGEND)
Local 832 RWF $159,956 | $ 181,394 ($21,438) $ 26,942 16.84%| $ 154,452 | 96.56% $23,158 | 14.48% 104% ST
Local 832 WF 558,826 571,099 (12,273) 92,965 | 16.64 478,134 | 83.72 37,040 6.63 301% N
Doctors Council RWF 634,646 609,920 24,726 152,526 | 24.03 457,394 | 72.07 1,376,547 216.90 N
District Council 1 MEBA Beneficial
Fund Trust WF 160,630 90,630 70,000 10,891 6.78 79,739 | 49.64 615,340 383.08 N
NY C Municipal Steamfitters &
Steamfitter WF 461,204 217,409 243,795 18,188 3.94 199,221 | 43.20 1,175,595 254.90 N
NYC Municipal Steamfitters &
Steamfitter RWF 200,788 111,380 89,408 10,538 5.25 100,842 | 50.22 616,107 306.84 N
Local 371 Social Service Employees | 22,214,52 16,334,70
WF 6 | 19,389,828 2,824,698 [ 3,055,127 [ 13.75 1| 7353 5,902,987 26.57 N
Local 806 Structural Steel Painters
RWF 50,727 25,708 25,019 431 0.85 25,277 | 49.83 187,200 369.03 N
Local 806 Structural Steel Painters
WF 88,423 37,111 51,312 4,708 5.32 32,403 | 36.65 293,488 331.91 N
Local 14A-14B IUOE WF/RWF 108,125 72,028 36,097 25,585 | 23.66 46,443 | 42.95 456,471 422.17 N
Local 15A-C Operating Engineers
WF/RWF 896,042 440,145 455,897 123,545 | 13.79 316,600 | 35.33 3,856,589 430.40 N
Local 94 Uniformed Firefighters 11,975,79 13,209,53
Association RWF 2| 13,848,763 [ (1,872,971) 639,233 5.34 0| 110.30 | 5,166,549 43.14 275% N

L egend
| - Insolvency

N - Currently not at Risk of Insolvency

P - Possible Risk of Insolvency in less than 1 year

ST - Short-term Risk of Insolvency within 1 - 2 years
* A ratio estimating the number of years that a fund can operate before being "in the red" if all factors remain constant. For example, number "184%" would indicate the fund has
approximately two years before becoming insolvent.




Fund managers have a fiduciary responshbility to provide optimum benefits to members while
keeping adminidrative cogts to a minimum. A fund that accumulates excessive resarves or expends
large amounts for adminigtrative costs does not achieve its basic god of providing optimum benefits to
members. The trustees of these funds should evauate how their funds could be better operated.

This report’s exhibits can be a starting point for fund trustees and adminigrators to identify
aress for cost reduction or other appropriate action to ensure financia stability. No conclusions should
be drawn from any single exhibit in this report. For example, even though an exhibit might show that a
particular fund's benefit expenses exceeded its revenues, this might not be a problem if the fund has
aufficient or high reserves. On the other hand, funds incurring high adminigtrative cods relative to other
funds of asmilar sze should review their cogts carefully and reduce them whenever possible.

Other |ssues

Improper Eligibility Delay

The intent of the standard benefit fund agreements between the City and the unions is that
welfare fund benefits be available during each member's entire period of employment with the City.
Thus, the funds should make ther members digible for benefits, beginning on their first day of
employment with the City. However, three funds (NYC Locd 246 Employee Wedfare Fund, Loca
237 Teamgters Welfare Fund, and Digtrict Council 9 Painters Industry Welfare Fund) improperly delay
eigibility for their members to receive benefits from 30 to 120 days. Consequently, members or their
dependents that may be in need of benefits during the funds waiting periods are precluded from
obtaining such benefits.

CPA Opinions

Directive #12 requires that dl welfare, retiree, annuity, and affiliated funds City contributions
have their financia statements audited annualy by certified public accountants. Each audit must include
a complete examination in accordance with generaly accepted auditing standards whereby an opinion is
expressed on the financid statements taken as awhole. Furthermore, the fund agreements between the
City and the unions require the preparation of each fund's financid statements on the accrua bas's of
accounting and in conformance with generally accepted accounting principles (GAAP). Of the 85 funds
reviewed, nine funds received adverse opinions, and six funds recelved qualified opinions because their
financid gtatements were not in compliance with GAAP. (The 15 funds as well as the specific issues
raised in the CPAS reports are detailed on pages 39 to 40 of thisreport.)

Consolidation of Professional Services

Most funds receiving City contributions enter into contracts with various professond providers
for services such as accounting/auditing and lega counsd. Many funds use the same professond
sarvice provider for smilar services. (Appendix D ligts the funds using the same providers for smilar
professona services) Trustees of funds using the same providers for Smilar services may reduce their
funds adminidrative expenses by negotiating future contractsjointly.

Fidd Audits of Funds

In addition to analyzing Directive #12 filings, the Comptroller's Office periodicdly performs
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financid and operational audits of sdected funds. There were 73 such audit reports issued by the
Comptroller's Office during Fiscd Y ears 1985-2003. (These audits are listed in Appendix C at the end
of thisreport.) During Fisca Y ear 2003, we issued the following four reports:

Audit Report on the Financia and Operating Practices of the Sergeants Benevolent
Associaion Hedlth and Welfare Fund for Fiscal Y ear Ending June 30, 2001, Report
#FL03-086A

Audit Report on the Financid and Operating Practices of the Local 300 SE.I.U. Civil
Service Forum Employees Wdfare Fund for Fiscal Y ear Ending June 30, 1999, Report
#FLO3-087A

Audit Report on the Financid and Operating Practices of the Local 300 SEE.I.U. Civil
Service Forum Retired Employees Welfare Fund for Fisca Y ear Ending June 30, 1999,
Report #FL03-088A

Audit Report on the Financia and Operating Practices of the Loca 444 SE.1.U. Sanitation
Officers Association Security Benefits Fund for Cadendar Y ear Ending December 31,
2001, Report #FL03-151A

(See pages 41 to 44 of this report for details regarding these four audits.)

RECOMMENDATIONS

> Trustees of funds with high percentages of administrative costs to total revenue and/or low
percentages of benefit expenses to tota revenue should reduce adminidrative expenses and
increase benefits to members.

> Trustess of funds using the same professiona service providers for similar services should
consder jointly negotiaing future contracts with these providers to reduce administretive
expenses through economies of scale.

> Trustess of funds that insure some or dl of their benefits should solicit competitive proposas
from insurance companies.

> Trustees of funds with low reserve levels should take steps to ensure that their funds always
remain solvent. To accomplish this god funds should endeavor to reduce adminigrative
expenses. If thisis not possible or does not provide sufficient funds to ensure solvency, the
Trustees should attempt to reduce costs associated with benefits.

> Trustees of funds that are incurring significant operating deficits, particularly those with low
reserve levels, should ensure that anticipated benefit and adminigtrative expenses will not
exceed projected total revenue.

> Trustees of funds with high reserve levels, particularly those whose funds spend less than
average amounts of their revenue on benefits, should consder enhancing their members
benfits.
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> Trustees of funds that delay members digibility for benefits beyond their first day of
employment should revise their fund's policy to comply with their union's wefare fund
agreement with the City.

» OLR (Office of Labor Relations) should use the information in this report to ensure that the
trustees of the funds cited herein correct the noted exceptions.

> OLR should recover the portion of City contributions from those funds that do not provide
benefits to members from their first day of employment.

Office of New York City Comptroller William C. Thompson, Jr.
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INTRODUCTION

Background

New York City has provided various hedth insurance benefits to its employees snce 1947.
Since 1966, the City has provided its active employees, their families, and retirees with basic health and
hospitaization coverage.

Asareslt of collective bargaining with the Uniformed Sanitationmen’s Association in 1962, the
City agreed to contribute $56.50 per employee to the Union's wefare fund dlowance, in addition to
hedth insurance benefits it provided directly. This dlowance provided additional hedth insurance
benefits. By 1971, managerid employees and mogt full-time employees represented by collective
bargaining units received this benefit. In 1973, retirees and part-time employees became digible to
recalve additional health benefits, subject to certain redtrictions. In some cases separate funds were
established for the retirees.

By 2001, the annud contributions to the various union-administered welfare funds ranged from
$785 to $1,320 per employee per year; the aggregate annua cost to the City (including contributions to
annuity funds) was gpproximately $895.8 million.

Pursuant to the collective bargaining agreements, City contributions are placed in legdly
established trusts administered by trustees gppointed by the unions or associations. City officias,
therefore, are not directly involved in fund adminigtration.

The determination of types of benefits, amounts, deductibles, etc., is left to the trustees
discretion.  The benefits provided are listed in the fund agreements between the City and the unions.
Some funds now provide legal assistance and educationd activities, in addition to hedlth benefits. Other
funds, such as the Uniformed Officers Funds, receive additiona City contributions to operate Civil
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Legd Representation Funds that provide protection for their members from civil lawsuits. Some funds
are sdf-insured; other funds provide most of their benefits through insurance companies. Typica
benfits provided by funds to employees and their families include the following:

dentd benefits—including regular exams, cleaning, X-rays, fluoride treatments, fillings,
extractions, crowns, root cands, orthodontics, and other dental procedures;

optical benefits for examinations and eyeglasses,
prescription drug reimbursement;
life insurance; and

supplementa hedlth and hospitdization.

In addition to contributing to the various welfare funds, the City contributes a dollar (or more) to
annuity funds for each workday of uniformed employees and certain other workers on active duty.
Upon retirement, death, or termination, an employee receives a lump sum digtribution consisting of the
City’ s contributions to the employee’ s annuity fund, plus any interest or other income earned, in addition
to the employee' s satutory City pension.

Twenty-one funds received between $1 million and $3 million in City contributionsin 2001, and
34 funds received more than $3 million each. Of the 34 funds recelving more than $3 million, the
following 15 funds received more than $10 million each from the City, accounting for gpproximetely
75.1 percent of the City’ s contributions to benefit fundsin 2001, as shown on Table I, following:

9 Office of New York City Comptroller William C. Thompson, Jr.



TABLE |

Funds Receiving More Than $10 Million* in City Contributionsin 2001

TotalNYC
Fund Name Revenue Contributions**
Local 2 United Federation of Teachers WF $247,278,310 $233,173,510
District Council 37 WF 228,529,844 213,358,267
Patrolmen’ s Benevolent Association WF 36,341,436 32,565,905
Local 237 Teamster'sWF 31,259,236 29,3185
Patrolmen’s Benevolent Association RWF 23405478 23,347,051
Local 371 Socia Service Employees WF 22,214,526 22,052,961
Professional Staff Congress CUNY Welfare and RWF 20,446,269 19,898,222
Corrections Officer’ sBenevolent Association WF 15,943,834 15,933,658
Local 1180 CWA Municipal Management WF 12,918,526 12,794,532
Sergeants Benevolent Association (Police) WF/ RWF 13,006,173 12,534,453
Loca 94 Uniformed Firefighter’s Association WF 12,836,877 12,205,037
Detectives Endowment Association WF 12,596,501 12,110,840
Local 237 Teamsters RWF 12,475,455 11,748,773
Loca 94 Uniformed Firefighter’s Association RWF 11,975,792 12,017,835
Detectives Endowment Association RWF 10,369,093 10,070,782
Total $711,507,390 $673,130.420

*This cutoff figure is arbitrary and used for descriptive purposes only. A cutoff to $9 million would add
another five fundsto thelist.

**The difference between Total Revenue and New York City contributions consists of revenue from
interest, dividends, other employer contributions, investments, miscellaneous income and losses on
investments.

RWEF = Retiree Welfare Fund
WF = Welfare Fund.
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We categorized the 109 funds covered in this report by sze, asfollows:
TABLE I

Number and Categories of Benefit Plansin Survey

Active and

NY C Contributions Retiree Plans Annuity Total
L ess than $100,000 6 0 6
$100,000 to $300,000 7 0 7
$300,000 to $1 million 16 1 17
$1 million to $3 million 18 3 21
$3 million to $10 million* 13 6 19
$10 million to $20 million 9 0 9
More than $20 million* 6 0 6
Funds receiving a significant portion of their revenues

from non-City sources, afund that did not provide benefits,

and funds with substantial losses on their investments 8 16 24

Total 83 20 109

*Local 621 SEIU Active and Retiree Welfare Funds are administered by Local 237 Teamsters Welfare and Retiree
Welfare Funds, respectively. Therefore, Local 621's financial information was incorporated into the Local 237 fund’s
financial information.

The 34 funds (insured, self-insured, and annuity) with City contributions of more than $3 million
(including the 15 listed in Table | with contributions of more than $10 million) received gpproximately
$793.13 million from the City and provided benefits to the bulk of the City’s work force (Exhibit B
detals the revenues and expenses of dl funds). Funds that received a subgtantid portion of their
revenues from sources other than the City, one College Scholarship Fund that does not provide benefits
to union members or their dependents, and nine annuity funds that incurred substantia losses on thelr
investments that offset their tota revenue (putting their revenue in “negative’ terms and meking a
cadculaion of ratios impossble)) were not included in ether the computation of category averages or in
the financid andyses, since they would have digtorted the results. (These funds are listed separatdy in
Exhibit B.)

Certain unions offer education, legd services, and disability benefits through separate funds.
For purposes of this report, we consolidated these funds with their respective welfare-benefit funds.
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Oversight M echanism

The funds agreements with the City’s Office of Labor Reations (OLR) provide the following
oversght mechanisms to monitor the funds' financia and operating activities

The trustees are required to keep accurate records in conformance with generaly accepted
accounting principles. The funds are audited annually by a certified public accountant (CPA)
sdlected by the trustees. Comptroller’s Directive #12 requires that funds solicit proposas
for these services. Each CPA audit report must be submitted to the City Comptroller within
nine months after the close of each fund' sfiscal year. Funds are aso subject to further audit
by the City Comptroller.

Nine months after the close of its fiscd year, each fund's trustees mugt file a report with the
City Comptroller showing the fund's “condition and affairs’ during its fisca year.' The
report must contain information as prescribed in Comptroller’s Directive #12. In addition,
an annud membership report must be mailed to dl fund members. This report summarizes
the financid condition of the fund.

Until 1977, the Comptroller’s Office relied primarily upon the CPA reports for oversght. In
1977, the Comptroller’s Office published the firgt Directive #12, which provided uniform reporting and
auditing requirements for the Benefit Funds. (The Comptroller’s Directives are used to establish policies
governing interna controls, accountability, and financia reporting.)

In addition to providing a uniform reporting mechanism, Directive #12 requires the funds CPAs
to prepare management |letters commenting upon wesknesses in internd and management controls that
were identified during their audits. Further, the Directive requests comments on management matters,
such as invesment policies, bidding practices, staff utilization, and accounting alocations. Directive #12
aso requires that each fund report the percentage of adminigtrative costs to total revenue annualy. On
an overdl bagss, this percentage is expected to be “reasonable.”

The revised Directive #12 in use during Fiscal Year 2001, which is attached as Appendix A,
became effective on July 1, 1997, and is the most current version of Comptroller’s Directive #12.

Scope of Analysis

This is the 22™ report issued by the Comptroller’s Office on the financia operations of union-
administered welfare, retiree wdfare, and annuity funds. This report is based upon Fisca Year 2001
financid reports and other information filed by the various funds with the City Comptroller’s Office, as
required by Comptroller’s Directive #12.

The purpose of this report is to provide comparative andyss on the overdl financia activities of
the funds and their benefits. The andyses dso provide a means of viewing accountability of the fund
trustees and adminigirators in reference to fund expenditures, by supplementing each fund's required

! The main component of the “condition and affairs’ is the financial statements, which are audited and certified
by an independent CPA firm. Most of the other documents (i.e., Administrative and Benefit Expense Schedules)
include various cal culations derived from information contained in the financial statements.
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CPA audit.

We reviewed the financid information provided by 109 funds that received City contributions
during Fiscd Year 2001. (Exhibit A a the end of this report lists each fund by ther officd and
abbreviated names) However, the computation of category averages and our other financid andyss
was limited to 85 funds who received gpproximately $340.9 million in total City contributions during
each fund’'s 2001 Fiscal Year (most of the funds Fiscal Years ended in either June or September of
2001)—14 funds were excluded since they receive a substantia portion of their revenues from sources
other than the City, one College Scholarship Fund was excluded since it does not provide benefits to
union members or their dependents, and nine annuity funds were excluded because they incurred
subgtantial losses on their investments that offset their tota revenue (putting their revenue in “ negetive’
terms and making a caculation of ratiosimpossble).

Our examination was performed in accordance with the City Comptroller’s audit responsibilities
under Chapter 5, 8§ 93, of the New Y ork City Charter, and under the provisions of agreements between
the City and the individua unions.

FUND EXPENSES

For purposes of this report, benefit expenses include costs directly associated with providing
benefits to members, such as saaries or other payments to atorneys who provide direct legal services
to members, ingructors who conduct in-house training for members, and physicians who examine
members for worker’s disability purposes. Adminigtrative expenses include saaries for fund employees,
insurance company retention fees; overhead costs involved in doing business (i.e., costs associated with
processng clams); rent for office space and office expenses, professond fees pad for legd,
accounting, and consultant services, and travel and conference expenditures. (See Exhibit C for a
breskdown of Administrative Expenses.)

In 2001, about $57.98 million or (6.33% of total revenue) was spent on adminigtering the funds
as compared to $63.20 million (7.37%) in 2000. The largest single component—sdaries for
adminigrative and deicd daff—totding $24.4 million—represented 4210 percent of totd
adminigtrative expenses in 2001. Other mgjor administrative expenses included $3.8 million for rent,
$7.7 million for office expenses, $629,289 for insurance retention charges, $2.3 million for investment
and cugtodid services, $13.6 million for consultant services, and $2.6 million for legd, accounting, and
auditing services.

Funds provide benefits on an insured or sdf-insured basis. Whether a fund is insured or sdf-
insured affects the levd of its reported adminidrative expenses ggnificantly.  Sdf-insured funds
categorize clams processng codts as adminidrative expenses. In contradt, insured funds include most
cams processng codts as pat of their insurance premiums and thus categorize them as benefit
expenses. Therefore, reported adminigtrative expenses of insured funds are generaly lower than those
of sdf-insured funds. To make insured and sdf-insured funds more comparable, we transferred
insurance company retention charges to administrative costs wherever possble.

For comparison purposes, we categorized the fundsinto the following three groups.
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insured active and retiree welfare funds (we classified afund asinsured if at least 80 percent
of the total fund benefits were provided by insurance companies rather than directly by the

fund),

Hf-insured active and retiree wdfare funds, and
annuity funds.

Current City contracts do not specify what portion of the funds tota revenue may be
reasonably spent on adminigrative expenses. In the absence of such standards, we calculated the
average for each fund category (based on funds of smilar sze), thus enabling us to isolate those funds
whose adminigrative expenses deviated sgnificantly from the averages. Tables 1l and 1V indicate, by
category, the average amount and percentages of totad revenue expended by the 85 funds on
adminigtrative costs and the range of such percentagesin 2001.
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TABLE Il

Average Amount and Percentage of Totad Revenue

Spent by 85 Funds on Adminisiration
Insured Active Self-Insured
and Retiree Active and Retiree
City Revenue Welfare Funds Welfare Funds Annuity Funds®®

Number®™ Amount Percent Number Amount  Percent Number Amount  Percent
Less than $100,000 (4 $8499  1179% @  $13591  1037% ) N/A N/A
$100,000 to $300,000 @ 12206 648 ®) 25,658 1247 ) N/A N/A
$300,000 to $1 million 4 59,044 11.56 (12) 75,777 12.39 €] 0® 0%
$1 million to $3 million ©) N/A N/A (18) 200432 1040 ) 41825 1776
$3 million to $10 million ) N/A N/A (13 473178 6.72 ©) 261951 427
$10 million to $20 million Q)  8%7% 44 ® 7855 613 ©) N/A N/A
More than $20 million ) N/A N/A 6) 6148625 626 ©) N/A N/A
Overall Average 2001 (11)  $108580 516% (64) 9843373  653% (100 280718  633%
Overall Average 2000 1)  $116144 531% 62  $905775  816% (16)  $360405  397%

N/A = not applicable

(A) Figuresin parenthesis represent the number of fundsin each category.

(B) Thisfund's administrative costs were paid for by the Union.

(C) Asdtated earlier in the report, nine annuity funds that incurred substantial losses on their investments that offset their total revenues (putting the revenue in the “ negative’
terms and making a calculation of ratios impossible), were not included in either the computation of category averages or in the financia analysis, since they would have

distorted the results. The funds are listed separately in Exhibit B.




TABLE IV

Ranges of Percentages of Totd Revenue

Spent by 85 Funds on Adminisiration
Insured Active Self-Insured
And Retiree Active and Retiree
City Revenue Welfare Funds Welfare Funds Annuity Funds

Less than $100,000 0.85% to 23.66% 7.45% to 14.68%
$100,000 to $300,000 1.89t09.64 5.251016.84
$300,000 to $1 million 8.08t013.79 3.941024.03 0.00%

$1 million to $3 million 464102151 3.681034.97
$3 million to $10 million 239101194 0.75t027.34
$10 million to $20 million 4.40 283t011.11
More than $20 million 51010 13.75
Overall Average 2001 5.16% 6.53% 6.33%
Overall Average 2000 5.31% 8.13% 3.97%

16

Office of New York City Comptroller William C. Thompson, Jr.




High Per centage of Revenue Spent on Administration

By Certain Active and Retiree Wdfare Funds

Tables V and VI lig sdected insured and sdf-insured active and retiree welfare funds with
ggnificantly higher percentages of revenue spent on adminigtration than their respective category

averages for 2001.

Insured Active and Retiree Wdfare Funds with

TABLEV

High Adminigtrative Expense-To-Revenue Retios

Fund Name

L essthan $100.000

Local 14A-14B IUCE WFHRWF

$100,000 to $300,000

Local 1181 CWA Supervisory Employee RWF

Percentage
Deviation
Category From Category
Average Fund Average
11.79% 23.66% 100.68%
6.48% 9.64% 48.77%
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TABLE VI

Sdf-Insured Active and Retiree Welfare Funds
With High Adminisrative Cos-To-Revenue Ratios

Percentage
Deviation
Category From Category
Fund Name Average Actual Average
Under $100,000
Local 306 Municipal Employees WF* 10.37% 14.68% 41.56%
$300,000 to $1 million
Doctors Council RWF* 12.39 24.03 93.95
United Probation Officers Association RWF 12.39 17.17 3358
$1 million to $3 million
Doctors Council WF* 1040 2151 106.83
United Probation Officers Association WF 10.40 17.01 63.56
Local 1182 CWA Parking Enforcement AgentsWF 10.40 15.73 51.25
$3 million to $10 million
Local 1180 CWA Municipa Management RWF 6.72 1194 77.68
Organization of Staff Analysts WF 6.72 10.30 53.27
$10 Million to $20 Million
Locd 237 Teamsters RWF 6.13 10.88 77.49
Local 1180 CWA Municipal Management WF 6.13 1111 81.24

*These funds al so incurred higher-than-average administrative costs in 2000.

Without full audits of theindividua funds, it isimpossble to determine why these funds
adminigtrative costs exceeded their category averages.
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Other funds, as shown in Table VII below, have increased the percentage of their revenues
Spent on adminigration.

TABLE VII
High Percentage Increase of Revenue
Spent on Administration
Administrative

Fund Name Expense Percentages Percentage

2000 2001 Increase
NY C Municipal Plumbers & Pipefitters WF 541% 10.95% 102.40%
Doctors Council WF 15.24 2151 4114
United Probation Officers Association WF 12.92 17.01 31.66
Local 3 IBEW Electricians RWF 794 12.42 56.42
Loca 14A —14B [UOE WF/RWF* 154 23.66 4843

*These Funds also incurred a high percentage increase of revenue spent on administration in 2000.

Without full audits of the individud funds it is impossble to determine why these funds
administrative costs increased in 2001.
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L ow Percentages of Revenue

Spent on Adminigtration

Tables VIII and IX show sdlected insured and sdlf-insured welfare and retiree welfare funds
operating with subgtantidly lower-than-average percentages of revenue spent on adminigtration than
their respective category averages for 2001.

TABLE VIII

Insured Active and Retiree Wdfare Funds
With Low Administrative Cost-To-Revenue Ratios

Administrative Expense Percentages

Percentage
Deviation
Category From Category
Fund Name Average Actual Average
Under $100,000
Local 806 Structural Steel Painters WF* 11.79% 5.32% (54.88%)
Local 806 Structural Steel Painters RWF* 1179 0.85 (92.79)
$100,000 to $300,000
NY C Deputy Sheriff’s Association WF* 6.48 189 (70.83)

*These funds al so had lower-than-average administrative costsin 2000.
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TABLE IX
Sdf-Insured Active and Retiree Welfare Funds
With Low Adminigrative Cost-To-Revenue Retios
Administrative Expense Percentages
Percentage
Deviation
Category From Category
Fund Name Average Actual Average

$100.000 to $300,000

NY C Municipa Steamfitter and

Steamfitter Helpers RWF* 12.47% 5.25% (57.90%)
District Council 1 MEBA Beneficial Trust WF 1247 6.78 (45.63)
$300,000 to $1 million

NY C Municipa Steamfitter and

Steamfitter Hel pers WF* 12.39 3A (68.20)
Local 300 Civil Service Forum RWF 12.39 7.7 (42.13)
$1 million to $3 million

Superior Officers Council (Police) WF 1040 581 (44.13)
Local 444 Sanitation Officers WF 10.40 464 (55.38)
$3 million to $10 million

Local 854 Uniformed Fire Officers Association WF* 6.72 3.60 (46.43)
Local 854 Uniformed Fire Offices RWF* 6.72 3.68 (45.24)
Superior Officers Council (Police) RWF* 6.72 381 (43.30)
New York City Retiree WF 6.72 2.39 (64.43)
$10 million to $20 million

Correction Officers Benevolent Association WF* 6.13 2383 (53.83)
*These funds also had |ower than average administrative costs in 2000.

These results may indicate that some funds operate in a sgnificantly less cogtly manner than

others.
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Funds With I mproved Administrative
Expenses to Revenue Ratios

Ten funds sgnificantly reduced the percentage of their revenues spent on adminidration. As
shown in Table X, below, these funds reduced their administrative expense percentages between 30.26
and 83.13 percent. There may be severd reasons why adminigirative expenses decrease sgnificantly
from one year to the next. For example, funds may contract with less costly providers (eg.,
accountants, attorneys, and consultants), or trustees may change the basis of expense alocations
between the union and the fund. However, without full audits of the individud funds, it isimpossible to
determine how these funds reduced their administrative expenses.

TABLE X
Funds with L ower Percentages of Revenue
Spent on Adminigtrative Expenses
Administrative
Expense Percentages* Percentage
Fund Name 2000 2001 Decrease
Loca Lodge5 Municipal Blacksmiths &

Boilermakers WF/RWF 96.00 % 16.20% (83.13%)
NY C Deputy Sheriffs Association RWF 1744 7.96 (54.36)
District Council 1 MEBA Beneficial Fund Trust WF 14.17 6.78 (52.15)
Local 306 Municipal Employees WF 29.18 14.68 (49.69)
DC 37 WF 8.22 510 (37.96)
NY C Deputy Sheriffs Association WF 292 1.89 (35.27)
Correction Officers Benevolent Association RWF 9.25 6.05 (3459
Local 854 Uniformed Fire Officers Association WF 5.26 3.60 (31.56)
Local 891 School Custodial & Engineers WF/RWF 9.50 6.60 (30.53)
Local 831 Uniformed Sanitationmen’s Association WF 1213 846 (30.26)

*Qur analysis of the administrative expenses as reported on the Financial Statements is uniformly evaluated for the
purpose of our report. At times we may be required to reclassify specific expenses (i.e., insurance retention) to
ensure that all funds are evaluated uniformly.
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Annuity Funds; Administr ative Expenses

In addition to contributing to the active and retiree welfare funds, the City contributes to annuity
funds for uniformed employees and other specific workers on active duty. Upon termination from City
sarvice, covered employees receive lump sum distributions based on the vaue of their accounts. These
digributions can include City contributions plus interest and dividends, invesment appreciaion
(depreciation), or other income.

Annuity funds differ from active and retiree wdfare funds in that they derive a Sgnificant portion
of ther tota revenue from investment income and generdly provide only one type of benefit. The
percentage of revenue that annuity funds spend on benefits and adminigtration is not comparable to the
percentages spent by active and retiree welfare funds.  Therefore, we computed category averages for
the 10 annuity funds covered in this report separately from those amounts caculated for active and
retiree welfare funds. Table X1 beow highlights nine of the 10 annuity funds and their adminidrative
cod-to-revenue ratios. One fund (Loca 300 SEIU Civil Service Forum) was not included in the Table
snce its adminigrative cogts were paid by the Union.

TABLE XI

Annuity Funds Adminidrative Cost-To-Revenue Retios

Administrative Expense Percentages

Percentage
Deviation
Category From Category
Fund Name Average Actual Average
Local 854 Uniformed Fire Officers Association AF 4.27% 27.34% 540.28%
Correction Officers Benevolent Association AF* 4.27 1543 261.36
District Council 37 AFSCME AF 17.76 34.97 96.90
Local 30A-D IUOE Engineers* 4.27 0.75 (82.44%)
Loca 15A-C (IUOE) Operating Municipa Engineers* 17.76 3.68 (79.28)
Local 444 Sanitation Officers AF 17.76 6.50 (63.40)
Local 1180 CWA Members AF 4.27 293 (31.38)
Local 237 Teamsters AF 427 2.87 (32.79)
Loca 831 Uniformed Sanitationmens' Association AF 427 249 (41.69)

AF = Annuity Fund
*This fund also incurred higher-than average administrative costsin 2000.

Reducing adminidrative expenses would increase the members equity and result in larger
annuity payments to members.

Consolidation of Professional Services
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Mog funds receiving City contributions enter into contracts with various professonds for
services such as accounting/auditing and legdl counsd. Many funds use the same professond service
provider for smilar services. One CPA firm, for example, Gould, Kobrick & Schlapp, provides

accounting services for 13 different unions representing 35 separate funds. (Appendix D ligs the funds
using the same providers for smilar professona services)

Trustees of funds usng the same providers for amilar services may reduce their funds
adminidrative expenses by negotiating future contracts jointly.

Administrative Expensesvs. Total Expenses

Adminigrative expenses are directly reated to benefit expenses and volume (i.e, the more
claims processed, the grester the expense for salaries, stationery, printing, ec.).

Table XII illugrates the category average percentages of adminidtrative expenses to tota

expenses and restates the category average percentages of adminidtrative expenses to tota revenue
(from page 8):

TABLE XII

Adminigrative Expenses as a Percentage of
Tota Revenue and Total Expenses

Insured Active and Self-Insured Active and
Retiree Welfare Funds Retiree Welfare Funds
Revenue Category Administrative Expenses as a Percentage of :
Total Tota Total Total
Expenses Revenue Expenses Revenue
L ess than $100,000 18.41% 11.79% 11.27% 10.37%
$100,000 to $300,000 6.46 6.48 15.08 12.47
$300,000 to $1 million 16.06 1156 13.90 12.39
$1 million to $3 million NA NA 12.36 1040
$3 million to $10 million NA NA 811 6.72
$10 million to $20 million 3.90 440 753 6.13
More than $20 million NA NA 734 6.26
Overall Average 4.75% 5.16% 7.73% 6.53%

NA- Not Applicable
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EXPENDITURES FOR BENEFITS

The City has not established guiddines on the percentage of annua revenue that should be spent
on benefits. In the absence of such guidelines, we cdculated category averages for the funds listed
below in Table XIlI. Wherever funds insured some or al of their benefits, we reduced the tota
premiums by the retention charges (overhead costs involved in doing business, i.e., costs associated
with processing clams) to caculate net benefit expenses.

TABLE XI11

Percentage of Total Revenue Spent on Benefits, by Fund Category

Self-Insured
Insured Active Activeand
and Retiree Retiree
Total Revenue Welfare Funds Welfare Funds
L ess than $100,000 52.26% 81.64%
$100,000 - $300,000 93.93 7021
$300,000- $1 million 60.41 76.70
$1 million - $3 million 7377
$3 million - $10 million 76.09

$10 million - $20 million 108.51 75.27
More than $20 million 79.03

Overall Average (Not Weighted) 103.33% £2.98%

Although these percentages do not indicate the quality of benefits provided, they do provide a
benchmark for comparison and further study. (Exhibit D at the end of this report indicates the amounts
expended and the types of benefits provided by the funds.)

Some funds spent more than their category average for benefits, others spent less. Table X1V
lists selected funds whose benefit expenses significantly exceeded the respective category averages.
However, when a fund' s expenses exceed the category average, this does not necessarily represent a
problem. For example, NYC Deputy Sheriff’s Association RWF exceeded the category average but
dill had sufficient reserves to ensure its continued financid tability.
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TABLE XIV

Sdf-Insured and Insured Active and Retiree Wdfare Funds

With High Benefit-To-Revenue Ratios

Fund Name
NY C Deputy Sheriff’s Association RWF*
Local 1181 CWA Supervisory Employees WF
Local 94 Uniformed Firefighters Association RWF
Local 333 United Marine Division WF*
Local 832 Teamsters RWF*
Local 300 Civil Service Forum WF
New Y ork State Nurses Association WF
Local 831 Uniformed Sanitationmen’ s Association RWF
Local 3IBEW Electrician’s RWF
Local 306 Municipal Employees WF*
Local 1180 CWA Municipa Management WF

Local 30A-C Operating Municipal Engineers WF

Benefits as a Percentage of Total Revenue

Percentage
Deviation
Category From Category
Average Actual Average
52.26% 11327% 116.74%
60.41 92.68 5342
75.27 110.30 4654
6041 84.49 39.86
70.21 96.56 3753
73.77 91.54 24.09
76.09 94.07 23.63
76.09 92.95 22.16
76.70 9341 21.79
81.64 99.08 21.36
75.27 9121 21.18
73.77 88.72 20.27

* These fund also spent more than the category average in 2000.

26

Office of New York City Comptroller William C. Thompson, Jr.



In contrast, severa funds spent less than the category averages for benefits, as shown in Table

XV.
TABLE XV
Sdf-Insured and Insured Active and Retiree Wefare Funds
With Low Benefit-To-Revenue Retios
Benefits as a Percentage of Total Revenue
Percentage
Deviation
Category From Category

Fund Name Average Actual Average
NY C Municipal Steamfitters &

Steamfitter Helper RWF* 70.21% 50.22% (28.47%)
NY C Municipal Steamfitters &

Steamfitter Helper WF* 76.70 4320 (43.68)
Local 15 A-C Operating Engineers

Employees WF & RWF* 60.41 35.33 (41.52)
Local 806 Structural Steel Painter WF 52.26 36.65 (29.87)
District Council 1 MEBA Beneficia WF 70.21 4964 (29.30)
Correction Captains Association WF 73.77 58.13 (21.20)
Organization of Staff Analysts WF 76.09 53.46 (29.74)
Detectives Endowment Association WF 75.27 55.15 (26.73)

*These funds al so spent less than the category average in 2000.
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The benefit expenses for the four funds listed in Table XVI exceeded totd revenue, causing the
fundsto dip into their reserves. The use of reserves for benefits may indicate that the benefits provided
were not evauated in relation to the resources available to the funds.

TABLE XVI

Sdf-Insured and Insured Active and Retiree Wefare Funds
With Benefit Expenses that Exceeded their Revenue

2000 - 2001
Percentage Percentage Ending
of Revenue Decrease Fund
Total Benefit Spent on in Balance
Fund Name Revenue Expenses Benefits Reserve 2001
L essthan $100,000
NY C Deputy Sheriff’s Assoc. RWF* $41,128 $46,584 113.27% 6.85% $118,599
$100,000 to $300,000
NY C Deputy Sheriff’s Assoc. WF* 153,615 162,633 105.87 554 203,302
$10 million to $20 million
Local 94 Uniformed Firefighters
Assoc. RWF 11,975,792 13,209,530 110.30 26.61 5,166,549
Professional Staff Congress
CUNY WFRWF 20,446,269 22,185,990 10851 1713 12,765,307

*These funds also had high reserves (fund balances) in relation toannual revenue (see Tables X VI1I1
and X1X), so the benefit spending in excess of revenue is not amajor concern.

Fund trustees should carefully examine the relationship of benefit expenditures to revenues. If a
fund overspends on benefits, it may use up necessary reserves. If a fund underspends on benefits, it
may provide insufficient benefits for its members while building unnecessary reserves. The funds should
achieve a proper balance.

RESERVE LEVELS

Reserves hdd by the funds provide a cushion if clams for benefits exceed revenues in any
particular year. Reserves accumulate when fund revenues exceed fund expenses. (See Exhibit B.)
These amounts are separate and distinct from any amounts held by insurance carriers. Table XVII
shows the reserve averages for each fund category.

TABLE XVII
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Average Amount of Reserves and Percentage of
Reserves to Annua Revenue by Category

Insured Active and
Retiree Welfare Funds

Self-1nsured Active and
Retiree Welfare Funds

Total Revenue Amount Percent Amount Percent
L ess than $100,000 $263,939 366.07% $286,173 21841%
$100,000 - $300,000 322,499 171.29 431,774 209.90
$300,000 - $1 million 1,350,808 264.38 967,154 15811
$1 million - $3 million - - 2,318,988 120.36
$3 million - $10 million - - 9,721,519 137.99
$10 million - $20 million 12,765,307 6243 12,321,849 96.53
More than $20 million - - 71,567,974 72.90

Overall Average $1,806,300 85.81% $11,100,644 86.00%
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Using 100 percent of totd annua revenue as a reasonable level for reserves for insured active
and retiree welfare funds, we identified 10 funds with excess resarves. (See Exhibit B.) The 10 funds
listed in Table XV 111 have reservesin excess of 100 percent of revenue.

Insured Active and Retiree Wefare Funds

TABLE XVIII

Reserves in Excess of 100 Percent of Revenue

Fund Name

Loca 15 A-C Operating Engineers WF/RWF*
Loca 14A —14B IUOE WFHRWF*

Local 806 Structural Steel Painters RWF*

Local 806 Structural Steel Painters WF*

NY C Deputy Sheriff’s Association RWF*

Local 1181 CWA Supervisory Employees RWF*
Local 333 United Marine Divison RWF*

NY C Deputy Sheriffs Association WF*

Local 1181 CWA Supervisory Employees WF
Loca 333 United Marine Division WF*

Percentage of
Fund Reservesto
Reserves Total Revenue
$3,856,589 430.40%

456,471 42217
187,200 369.03
293,488 33191
118,599 288.37
441,695 198.13
553,224 179.77
203,302 132.35
521,053 121.24
472,368 11517

*Also identified in 2000 Survey of Benefit Funds Report as having more than 100 percent of reserves to total

revenue.
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Using 200 percent of tota annua revenue as a reasonable level for reserves for sdf-insured
funds, we identified 15 funds, listed below in Table X1X that had reservesin excess of this amount:
TABLE XIX

Sdf-Insured Active and Retiree Welfare Funds
Reserves in Excess of 200 Percent of Revenue

Percentage of
Reservesto
Fund Total

Fund Name Reserves Revenue
District Council 1 MEBA Beneficial Fund Trust WF* $615,340 383.08%
Local 1180 CWA Municipal Management RWF* 32,566,959 31954
NY C Municipal Steamfitter & Steamfitter Hel pers RWF* 616,107 306.84
NY C Municipal Plumbers & Pipefitters WF 3,000,207 287.78
Surrogates & Supreme Court Reporters Association RWF* 405,805 259.85
Local 3 IBEW Electricians RWF 1,189,831 25531
NY C Municipal Steamfitter & Steamfitter Helper WF 1,175,595 254.90
Doctors Council WF* 3,668,711 24312
Local 3 IBEW Electrician WF 3,488,989 24155
District Council 9 Painting Industry WF/RWF* 3,326,516 22442
Local 3 IBEW City Employees Welfare Fund* 873555 221.49
Doctors Council RWF* 1,376,547 216.90
Local 237 Teamsters WF 66,955,691 21419
Loca 721 Licensed Practical Nurses WF* 4,018,196 212.00
Local Lodge 5 Mcpl. Blacksmith & Boilermakers WF & RWF* 459,552 200.94

*Also identified in the 2000 Survey of Benefit Funds Report as having more than 200 percent of reserves to total
revenue.
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OPERATING DEFICITS
In 2001, 13 of the 75 active and retiree wdfare funds in our andysis incurred operating deficits
totaling $5.16 million, as shown in Table XX. The deficits ranged from $2,712 to $2,639,515. One of
these funds, Local 832 Teamsters RWF, sgnificantly reduced its reserves by 48.07 percent as of
December 31, 2001.
TABLE XX

Funds with Operating Deficits and Declining Reserves

2000 — 2001
2001 Percentage
Operating 2001 2000 Decreasein
Fund Name Deficit Reserves Reserves Reserves
Professional Staff Congress CUNY WF/RWF* $2,639,515 $12,765,307 $15,404,822 (17.13%)
Loca 94 Uniformed Firefighters Assoc RWF* 1,872,971 5,166,549 7,039,520 (26.61)
Local 1180 CWA Municipal Management WF 300,863 18,010,295 19,038,938 (5.40)
New Y ork State Nurses Association WF 201,155 13,369,145 13,490,850 (0.90)
Local 300 Civil Service Forum WF** 30,993 1,460,796 N/A N/A
Loca 3 IBEW Electrician RWF* 27,143 1,189,831 950,740 il
Local 1181 CWA Supervisory Employees WF 21,480 521,053 542532 (3.95)
Local 832 Teamsters RWF* 21,438 23,158 44,596 (48.07)
Local 306 Municipal Employees WF* 14,567 166,542 181,109 (8.04)
Loca 832 Teamsters WF* 12,273 37,040 49,313 (24.89)
NY C Deputy Sheriffs Association WF 11,934 203,302 215,236 (554
NY C Deputy Sheriffs Association RWF* 8,728 118,599 127,327 (6.85)
United Probation Officers Association RWF 2712 650,720 653432 (0.41)
Total $6165,772 $653682337  $57.738415 (7.02%)

*These funds also incurred operating deficits and declining reservesin 2000.

** |_ocal 300 Civil Service WF did not submit a Directive #12 filing for 2000. Therefore, acomparative analysis of
operating deficits and declining reserves between 2000 and 2001could not be cal cul ated.

*** Thisfund’ s operating deficit was offset by aretroactive payment received in 2001 or by a prior period
adjustment.
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Category
Averagefor  Percentage
Excess of Percentage Percentage Deviation
Revenue of Reserves of Reserves from
Over Fund to Total to Total Category
Fund Name Expenses Reserves Revenue Revenue Average
Local 832 Teamster'sRWF* ($21,4398) $23,158 14.48% 209.90% (93.10%)
Local 832 Teamster' sWF* (12,273) 37,040 6.63 158.11 (95.81)
Local 371 Social Service Employees WF* 2,824,698 5,902,987 26.57 72.90 (63.55)
Patrolmen’ s Benevolent Association RWF* 6,266,606 5967,9542550 72.90 (65.02)

We identified insured and sdlf-insured welfare funds that are gpproaching low levels of reserves.

In identifying these funds, we consdered the dollar amount of reserves, the ratio of reserves to the
funds tota annud revenue, whether the funds are insured or sdf-insured, and recent years operating
results. Table XXI highlights funds that, provided that the current trend of utilizing reserves for
operations continues, may have current, as well as future, solvency problems.

TABLE XXI

Funds with Low Reserve Leves

*|ndicates those funds whose expenses exceeded revenue in 2000.

High reserve levels may indicate that funds do not spend enough of their tota annual revenue on
benefits, low reserve levels may point to excessve amounts of revenue spent on benefits and

adminigrative expenses,

ANALYSISOF TOTAL REVENUE

In 2001, the 75 active and retiree welfare funds in our survey had revenue totaing $349.2
million. Expenses for these funds totded $723.3 million—$55.2 million for fund adminigration, and
$668.1 million for benefits to members. The $125.9 million excess of revenue over expenses increased

the funds reserves.

In previous sections, we analyzed funds' use of their total revenues. Table XXII ligts funds that,
compared to category averages, have high adminigtrative costs and/or low benefit cods.

TABLE XXII

33

Office of New York City Comptroller William C. Thompson, Jr.



Insured and Sdf-Insured Active and Retiree Wdfare Funds

With High Adminigrative Expenses
And/or Low Ben€fit Codts
Percentage of
Administrative Percentage of Benefit
Expensesto Total Expensesto Total
Revenue Revenue
Total Category Fund Category Fund
Fund Name Revenue Average Actual Average Actual
NY C Municipal Steamfitter & Steamfitter
Helper RWF* $200,788 12.47% 5.25% 70.21% 50.22%
District Council 1 MEBA Beneficia Fund
Trust WF 160,630 12.47 6.78 70.21 49.64
Doctors Council RWF* 634,646 12.39 24.03 76.70 7207
NY C Municipal Steamfitter & Steamfitter
Helper WF 461,204 12.39 3% 76.70 43.20
Correction Captains Association WF 1,487,640 1040 891 73.77 58.13
Doctors Council WF 1,508,998 10.40 21.51 73.77 62.31
United Probation Officers WF 1,720,365 10.40 17.01 73.77 67.62
Organization of Staff Analysts WF 7,478,047 6.72 10.30 76.09 53.46
Detectives Endowment Association WF 12,596,501 6.13 4.07 75.27 55.15
Local 371 Social Service Employees WF 22,214,526 6.26 13.75 79.03 7353
Local 14A-14B I[UOE WF/RWF 108,125 11.79 23.66 52.26 42.95
Local 806 Structural Steel Painters WF 88,423 11.79 532 52.26 36.65
Local 15A-C Operating Engineers WF RWF* 896,042 11.56 13.79 60.41 35.33

*Noted in 2000 survey report as having high administrative costs and/or low expenditures for benefits.

The basic objective of a wefare fund is to provide benefits to members. This can be better
achieved by keeping adminigrative costs to a minimum. Funds that accumulate excessive reserves or
expend large amounts for adminigtration at the expense of members benefits do not achieve their basic
objective. Therefore, the trustees of these funds should evauate how they expend tota revenue.

Certain Funds Should Address Financial and
Operating | ssuesto Ensure Maximum Use of
Revenue and Continued Financial Stability

In summary, we identified certain financia issues, that in our opinion, should be addressed by

the fund management, pecificaly:
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that, in our opinion, should be addressed.

The expenses of certain funds exceeded their revenues, resulting in
operating deficits. Operating deficits could deplete fund reserves, which
could ultimately lead to insolvency.

Certain funds spent a large percentage of their revenue on
administrative expenses. Reducing adminigtrative expenses would provide
funds to increase benefits for members.

Certain funds had large operating surpluses resulting in high reserves.
Excess reserves may indicate that funds should increase members benefits.

Table XXIII ligs those funds with financid issues (as indicated in the shaded aress of the table)
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TABLE XXIII

Fundswith Potential Problems
(Problem Areas Highlighted)

ADMINISTRATIVE

EXPENSE BENEFITSEXPENSE FUND BALANCE
SURPLUSOR RISK OF
TOTAL OVERALL OPERATING % of Balance/ | INSOLVENCY
FUNDS REVENUE EXPENSES (DEFICIT) Total % of Rev. Total Rev. Total % of Rev. Deficit* | (SEE LEGEND)
Local 832 RWF $159,956 $ 181,394 ($21,438) $ 26,942 16.84%| $ 154,452 | 96.56% $23,158 14.48% 104% ST
Local 832 WF 558,826 571,099 (12,273) 92,965 16.64 478,134 83.72 37,040 6.63 301% N
Doctors Council RWF 634,646 609,920 24,726 152,526 24.03 457,394 72.07 1,376,547 216.90 N
District Council 1 MEBA
Beneficial Fund Trust WF 160,630 90,630 70,000 10,891 6.78 79,739 49.64 615,340 383.08 N
NY C Municipal Steamfitters &
Steamfitter WF 461,204 217,409 243,795 18,188 3.94 199,221 43.20 1,175,595 254.90 N
NY C Municipal Steamfitters
& Steamfitter RWF 200,788 111,380 89,408 10,538 5.25 100,842 50.22 616,107 306.84 N
Local 371 Social Service 16,334,70
Employees WF 22,214,526 | 19,389,828 2,824,698 | 3,055,127 13.75 1 73.53 5,902,987 26.57 N
Local 806 Structural Steel
Painters RWF 50,727 25,708 25,019 431 0.85 25,277 49.83 187,200 369.03 N
Local 806 Structural Steel
Painters WF 88,423 37,111 51,312 4,708 5.32 32,403 36.65 293,488 331.91 N
Local 14A-14B IUOE WF/RW,| 108,125 72,028 36,097 25,585 23.66 46,443 42.95 456,471 422.17 N
Local 15A-C Operating
Engineers WF/RWF 896,042 440,145 455,897 123,545 13.79 316,600 35.33 3,856,589 430.40 N
Local 94 Uniformed 13,209,53
Firefighters Association RWF | 11,975,792 | 13,848,763 | (1,872,971) 639,233 5.34 0 | 110.30 5,166,549 43.14 275% N

L egend
| - Insolvency

N - Currently not at Risk of Insolvency
P - Possible Risk of Insolvency in less than 1 year
ST - Short-term Risk of Insolvency within 1 - 2 years

* A ratio estimating the number of years that a fund can operate before being "in the red" if all factors remain constant.

approximately two years before becoming insolvent.

For example, number "184%" would indicate the fund has




Fund managers have a fiduciary responshbility to provide optimum benefits to members while
keeping adminidrative cogts to a minimum. A fund that accumulates excessive resarves or expends
large amounts for adminidrative cods is not achieving its basic god of providing optimum benefits to
members while achieving financid gtability. Accordingly, the trustees of the funds listed in Table XXVI
should evaluate how fund resources could be better used.

EXCEPTIONS ON FUND OPERATIONS

Certified Public Accountants hired by the benefit funds issue opinions on financid datements
prepared by the funds and write management |etters commenting on management practices and interna
control systems of the funds, in accordance with Compitroller’ s Directive #12. Some management |etters
noted various exceptions to fund operations. Based on our review of the funds financid statements, the
opinions and management letters submitted by the CPAS, and the booklets distributed by the funds to
describe their benefits, we found that a number of funds did not comply with certain agpects of Directive
#12 and their agreements with the City.

Improper Eligibility Delay

The intert of the standard benefit fund agreements between the City and the unions is that
welfare fund benefits be available during each member’ s entire period of employment with the City.

Specificaly, the standard fund agreements between the City and the unions State:

“The Union agrees to provide from the Fund for each Covered Employee the
supplementary benefits described in the schedule annexed to this Agreement marked as
Appendix ‘C’, for the period of employment with the City of each such Covered
Employee during the term of this Agreement, whether or not any payment or payments
made to the Union pursuant to the formula prescribed in section 2(c) of this Agreement
actudly included the full sum prescribed by Appendix ‘B’ on account of such Employee
during the twenty-eight (28) day cycle for which such payment or payments are made.”

Thus, the funds should make their members digible for benefits, beginning on their first day of
employment with the City. However, benefit booklets distributed by some funds and telephone
confirmations with fund officids reveded that those funds listed in Table XXIV dday digibility for their
members from 30 to 120 days® Thus, these funds are improperly delaying the digibility of their
members for benefits. Consequently, members or their dependents who may be in need of benefits
during the fund waiting periods are precluded from obtaining such benefits.

TABLE XXIV
Funds Ddaying Eligibility

Days of

20ur analysis focused on the delay to new employees enrolled in Welfare Benefit Funds (active) since the
members of Retiree Funds and Annuity Funds qualify to receive benefits once they leave active service.
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Fund Name Delay

NY C Local 246 Employee Welfare Fund 30
Local 237 Teamsters' Welfare Fund 30
District Council 9 Painting Industry Welfare Fund 120

The Office of Labor Relations should take gppropriate action, such as delaying the contributions
made by the City to these three funds and recouping past contributions for the periods of time when
City employees were not covered for benefits.

CPA Opinions

Certified Public Accountants audit and render opinions on the funds' financia datements. The
Fund Agreements between the City and the unions require the preparation of each fund's financid
datements on the accrua basis of accounting and in conformity with generdly accepted accounting
principles (GAAP). The most common opinions rendered by CPAs are asfollows:

Opinion Description
Unqudified Financid datements present farly, in al materid respects the

financid position, results of operations, and cash flows of the entity in
conformity with generally accepted accounting principles.

Qudified Except for the effects of the matter(s) to which the qudificaion
relaes, the financid statements present fairly, in dl materid respects,
the financid postion, results of operaions, and cash flows of the
entity in conformity with generdly accepted accounting principles.

Adverse Financid statements do not present fairly the financid pogtion, results
of operations, or cash flows of the entity in conformity with generdly
accepted accounting principles.

Disdamer The auditor does not express an opinion on the financid statements.

Sx of the 85 funds reviewed recaeived qudified opinions, and nine funds received adverse
opinions, from their independent auditors because their financid Statements were not presented in
accordance with GAAP. GAAP requires that pod-retirement and other benefit obligations be
presented on the fund's financid statements—12 funds did not include these obligations. In addition,
two funds (Locd 444 Sanitation Officers Retiree Wefare Fund and Assstant Deputy Wardens
Asocidion) did not actuaridly estimate the ligbility for benefits. Instead, the funds included only the
total benefits paid—not the liability for benefits owed. Moreover, Loca 1183 Board of Elections Hedlth
and Wedfare Fund financid statements, as of September 30, 2001, did not include as an outstanding
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debt of $233,906 and $227,946 due from the CWA Loca 1183 Retiree Fund.

FUND OPINION COMMENTS

CWA Local 1183 Qudified As of September 30, 2001, the Fund was owed a total

Board of Elections of $461,852 from the CWA Local 1183 Health and

Hedth & Wefare Fund Welfare Retiree Fund ($233,906 from Fiscal Year 2001
and $227,946 from Fiscal Y ear 2000). The auditor
dtated that the collection of these amounts was in doubt
gncethere is no provison in the Retiree Fund' sfinancid
satements for such payment.

Professiona Staff Qudified The Fund excluded benefit obligations from ther financia

Congress CUNY statements.

WFRWF

Loca 444 Sanitation Qudified The Fund provides benefits from current income instead

Officers RWF of estimating the liability for the benefits on an actuaridly
determined basis,

Loca 444 Sanitation Qudified The Fund excluded future benefit obligations from their

Officers Security financid datements.

Benefit Fund

Locd 94 Uniformed Qudified The Fund excluded pogt-retirement benefit obligations

Firefighter's from ther financid Satements.

Asociation RWF

Assstant Deputy Quadlified The Fund provides benefits from current income instead

Wardens Association of estimating the lidbility for the benefits on an actuaridly

WF/RWF determined basis,

Sergeants Benevolent Adverse The Fund excluded pogt-retirement benefit obligations

Association (Police) from ther financid statements.

WFRWF

Organization of Staff Adverse The Fund excluded pogt-retirement benefit obligations

Anayss WF from ther financid Satements.

Loca 806 Structural Adverse The Fund excluded pogt-retirement benefit obligations

Sted Painters RWF from ther financiad Statements.

Correction Officers Adverse The Fund excluded pogt-retirement benefit obligations

Benevolent Association from their financid Satements.

RWF

Detectives Endowment Adverse The Fund excluded pogt-retirement benefit obligations

Asociation RWF from ther financiad Statements.

Correction Captains Adverse The Fund excluded pogt-retirement benefit obligations

Association RWF from their financid Satements.

CWA Parking Adverse The Fund excluded pogt-retirement benefit obligations

Enforcement Agents from ther financid Satements.

39 Office of New York City Comptroller William C. Thompson, Jr.




FUND OPINION COMMENTS
WF/ Lega

Loca 300 Civil Service Adverse The Fund excluded pogt-retirement benefit obligations
Forum RWF from their financid satements.

Local 1180 CWA Adverse The Fund excluded pogt-retirement benefit obligations
Municipa Management from ther financid statements.

RWF

Funds receiving adverse or quaified opinions should take immediate action to correct these
problems.

Fidd Audits of Funds

In addition to analyzing Directive #12 filings, the Comptroller’s Office periodicaly performs
financiad and operationad audits of sdected funds. There were 73 audit reports issued by the
Comptroller’s Office during Fiscd Y ears 1985-2003. (These audits are listed in Appendix C at the end
of the report.)

Each audit report discusses the extent to which each fund met its basic objective of providing
benefits to members and identifies various areas for improvement. Often we identify wesknesses
common to more than one fund. Among the more common weaknesses identified in these audits (See
Appendix B for alist of common wesknesses.) were the following:

inaccurate or unsupported basis for alocating common expenses,

alarger percentage of revenues spent on adminigtrative expenses compared to other  funds
with tota revenues of asmilar Sze;

funds expended on questionable items;
benefit and adminigrative expenses misstated in Directive #12 filings, and,
eigibility of members dependents not verified.

During Fiscd Year 2003, we issued four reports. A brief summary of the findings from these
auditsfollows:

1. Audit Report on the Financial and Operating Practices of the Sergeants Benevolent
Association Health and Wefare Fund (Fund) for Fiscal Year Ending June 30, 2001,
Report #FL 03-086A

The Fund generdly complied with the procedures and reporting requirements  of
Directive 12 and its benefit processng and accounting procedures.  Furthermore, the Fund's
adminigtrative expenses were gppropriate and reasonable.  However, there were some
weaknesses in the Fund' s financid and operating procedures. Specifically, the audit noted that:
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The Fund made improper benefit payments totaling $8,607. Of the 5,638
clams reviewed, the audit found 21 clams in which the Fund paid for benefits thet
were not in accordance with its guiddines.

The Fund does not maintain employee attendance recor ds. The Fund does not
maintain employee atendance records detailing their time-in and time-out, and
absences or lateness to be charged againgt accrued vacation or sick leave.
Consequently, it could not be determined whether employees were paid for hours
they actudly worked.

The Fund doesnot verify digibility of members dependents. The Fund does
not require that its members submit documentation, such as marriage or birth
certificates, before processing benefits for members dependents. Requiring such
documentation from its members would help the Fund to ensure that benefits are
provided only to digible individuds.

The Fund paid $33,595 in undocumented administrative expenses. The review
of administrative expenses paid by the Fund, totaling $671,111, disclosed that the
Fund did not have supporting documentation for $33,595 in expenses.

The Fund did not report an estimated postretirement obligation amount for
benefits on its financial statements in accordance with Generally Accepted
Accounting Principles (GAAP). Consequently, the Fund received an adverse
opinion on its financid statements from its Certified Public Accountant.

In his response, the President of the Union agreed with the audit's findings and
recommendations.

Audit Report on the Financial and Operating Practices of the Local 300 SE.I.U. Civil
Service Forum Employees Welfare Fund (Active Fund) for Fiscal Year Ending June 30,
1999, Report #FL 03-087A

The Active Fund generaly complied with the procedures and reporting requirements of
Directive 12 and its benefit processng and accounting procedures. Also, the Active Fund's
adminigrative expenses were gppropriate and reasonable.  However, the audit found some
weaknessesin the Active Fund' s financial and operating procedures, as follows:

Operating deficits are depleting the Active Fund’'s reserves. Fisca Year
1997, 1998, and 1999, operating deficits of $171,646, $336,673, and $149,014,
respectively have decreased Active Fund reserves by 30.44 percent, from
$2,159,243 on July 1, 1996, to $1,501,910 on June 30, 1999. If these operating
deficits continue, the Active Fund could become insolvent, which would sgnificantly
affect its ability to provide benefits to its members.

The Active Fund paid an employee for 13 days that she did not work. For a
period of 13 weeks, one employee was paid for four days a week but worked only
three days a week. Consequently, the employee received overpayments totaling
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$910 during the audit period. Moreover, this employee was paid for 18 days for
which there were no timesheets supporting the days actudly worked. Therefore, it
could not be determined whether this employee was entitled to an additiona $1,260
in payments.

The Active Fund made questionable payments to its employees and did not
maintain Personnel/Leave Records. One employee was paid $17,500 for a
“deferred compensation plan . . . in lieu of a retirement plan” and another was paid
$2,000 for an individua retirement account even though the Fund has no policy
regarding such payments. In addition, the former Fund Administrator was paid
$2,896 for unused vacation time the propriety for which could not be determined
since the Active Fund did not maintain any personnd records detailing the dates of
hire, origind sdaries, sdary changes, additiona compensation, and terminations.
Nor did the Active Fund maintain leave records detalling accrua and usage of
vacation or sick leave,

The Active Fund reimbursed Trustees for $3,761 in questionable travel
expenses. The questionable expenses conssted of $3,154 in undocumented
expenses and $607 in persona or inappropriate expenses.

The Active Fund’'s financial statements and Directive 12 filing did not
accur ately report benefit and administrative expenses for Fiscal Year 1999.
Specificdly, benefit expenses were overstated and adminidirative expenses were
understated by $30,278.

The Active Fund made improper benefit payments totaling $6,022.
Specificdly, the Fund overpaid disability benefits totaing $3,880, it paid optica
benefits totding $1,833 to five individuds or optica providers where the files did not
contain documentation of the expense, and it paid $309 to indigible individuas for
prescription drugs benefits.

The Active Fund paid 95 claims for dependents whose dligibility was not
documented. Despite requiring members to submit birth certificates, marriage
licenses, or bursar’s receipts to support a dependent’s digibility when initidly
enrolling or when adding or deleting dependents, such documentation was not
evident in the Active Fund's files. After the exit conference, the Fund's attorney
provided the Comptroller's Office with documentation supporting the digibility of
dependents for 26 of these clams.

The Active Fund’s cash disbursementsjournal did not include $36,851 of the
expenses paid during the audit period.

The Union owes the Active Fund $3,810. Insurance proceeds belonging to the
Active Fund were inappropriately deposited into a Union bank account.

According to Active Fund officids, most of the problems noted in the report are
attributable to the practices of the fund’s prior Board of Trustees and accountant.
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Audit Report on the Financial and Operating Practices of the Local 300 S.E.I.U. Civil
Service Forum Retired Employees Welfare Fund (Retiree Fund) for Fiscal Year Ending
June 30, 1999, Report #FL 03-088A

The Retiree Fund generdly complied with the procedures and reporting requirements of
Directive 12 and its benefit processng and accounting procedures. Also, the Retiree Fund's
adminidrative expenses were gppropriate and reasonable.  However, the audit found some
weeknesses in the Retiree Fund' s financia and operating procedures, as follows:

The Retiree Fund did not maintain an adequate level of reserves. The
Retiree Fund's reserve bdance, totding $255,329 as of June 30, 1999, was
sgnificantly less than fund balances of smilar-sized funds. Also, Loca 300 SE.I.U
Civil Service Forum Retired Employee Wdfare Fund (Retiree Fund) owed the
Active Fund $389,468 for common expenses. If the Retiree Fund were required to
reimburse the Active Fund for these expensesin 1999, the Retiree Fund would have
had a negative reserve balance, putting the Retiree Fund at risk of insolvency.

The Retiree Fund made improper benefit payments to its trustees. During
Fiscal Year 1999, the Retiree Fund paid a total of $7,875 in gtipends to five of its
Trustees. According to 810.1 of the Retiree Fund's Trust Agreement, “ The Trustees
shdl not recelve any compensation for their services”

The Retiree Fund made improper benefit payments totaling $3,033. The
Retiree Fund paid: $2,000 for degth cdlams on behdf of two indigible individuds,
$1,000 twice to a beneficiary on a single deeth benefit clam; and $33 for optica
reimbursements for which the files did not contain documentation of the expense,
The Retiree Fund paid 63 claims for dependents whose dligibility was not
documented. Despite requiring members to submit birth certificates, marriage
licenses, or bursar’s receipts to support a dependent’s digibility when initidly
enrolling or when adding or deeting dependents, such documentation was not
evident in the Retiree Fund's files. After the exit conference, the Fund's attorney
provided the Comptroller's Office with documentation supporting the digibility of
dependents for 20 of these cases.

The Retiree Fund's financial statements and Directive 12 filing did not
accur ately report benefit and administrative expenses for Fiscal Year 1999.

Specificdly, benefit expenses were overdated and administrative expenses were
understated by $18,931.

The Retiree Fund’'s cash disbursements journal did not include $45,023 of
the expenses paid during the audit period.

According to the Retiree Fund officias, most of the problems noted in the report are
attributable to the practices of the fund’s prior Board of Trustees and accountant.

Audit Report on the Financial and Operating Practices of the Local 444 S.E.|.U.
Sanitation Officers Association Security Benefits Fund (Active Fund) for Calendar
Year Ending December 31, 2001, Report #FL 03-151A
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The Active Fund generally complied with the procedures and reporting requirements of
Directive 12 and its benefit processng and accounting procedures. Furthermore, the Active
Fund’ s administrative expenses were appropriate and reasonable.

However, the audit found that the Active Fund paid clams for dependents whose
eigibility was not documented. Despite requiring members to submit birth certificates and
marriage licenses to support a dependent’s digibility when initidly enrolling or when adding or
ddeting dependents, such documentation was not evident in the Active Fund' sfiles. In addition,
the Active Fund did not report an estimated liability amount for benefits on its financiad
datements in accordance with Generdly Accepted Accounting Principles (GAAP).
Consequently, the fund accrued aloss on itsfinancia statements.

The Trustees of the Fund disagreed with audit findings. In their response, the Trustees
dated that they “believe the existing procedure to be the best for the Members and the Fund”
with regards to documentation of member digibility. The Trustees aso sated that they would
have to hire alicensed actuary to estimate future liability for benefits and that “such costs would
gzably increase adminidrative expenses for the Fund, and any benefit would be far outweighed
by the cost.”

CONCLUSIONS AND RECOMMENDATIONS

Administrative and Benefit Expenses

Conclusion

There continues to be a variance in adminidrative costs as a percentage of tota revenue for
funds in each revenue category. Concurrently, some funds spend a significantly lower percentage of
their revenue on benefits compared to other funds.

Recommendations

1 Trustees of funds with high percentages of adminidrative codts to total revenue and/or
low percentages of benefit expenses to tota revenue should reduce adminigrative
expenses and increase benefits to members.

2. Trustees of funds usng the same professona service providers for amilar services
should consder jointly negotiating future contracts with these providers to reduce
adminigtrative expenses through economies of scae.

3. Trustees of funds that insure some or dl of ther benefits should solicit competitive
proposas from insurance companies.
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Reserves

Conclusion
Severd funds have incurred operating deficits and maintain very low levels of reserves, which

may indicate potentid future solvency problems. Other funds continue to maintain extremely high levels
of reserves.

Recommendations

4. Trustees of funds with low reserve levels should take steps to ensure that their funds
adways remain solvent. To accomplish this god funds should endeavor to reduce
adminidrative expenses. If this is not possible or does not provide sufficient funds to
ensure solvency, the Trustees should attempt to reduce costs associated with benefits.

5. Trustees of funds tha are incurring significant operating deficits, particularly those with
low reserve leves, should ensure that anticipated benefit and administrative expenses will
not exceed projected total revenue.

6. Trusgtees of funds with high reserve levels, particularly those whose funds spend less than

average amounts of their revenue on benefits, should consider enhancing their members
benefits.

Exceptions on Fund Oper ations

Conclusion

As in previous years, we identified various funds that do not comply with al aspects of ther
unions agreements with the City and with Comptroller’s Directive #12.

Recommendations

7. Trudees of funds that dday members digibility for benefits beyond their first day of
employment should revise their fund's policy to comply with their union’s welfare fund
agreement with the City.

8. OLR should use the information in this report to ensure that the trustees of the funds
cited herein correct the noted exceptions.

9. OLR should recover the portion of City contributions from those funds that do not
provide benefits to members from their first day of employment.
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SCHEDULE OF SELFJINSURED, INSLIRED WELFARE ANT RETIREE WELFARE FUNDS & EDUGATION FUNDS

EXHIBIT D

SURVEY OF BENEFIT FUNDS

AVAILABLE BENEFITS

2001

TOTAL COVERAGE
FUND NAME BENEFIT SELF-
{BY REVENUE CATEGRRY) REF EXFENSE INSURED INSURED TYPE OF BENEFIT Membar  Sooyse Children
SELF.JNSURED
UNDER $100,000 CATEGORY
LOGAL 308 MUNIGIPAL EMPLOYEES 56 5104913 X Life Insurance, AD.D, X X X
WELFARE FUND X Dental X X X
X Optlcal X X X
X Praseription Drugs X X X
SURROGATES & SUPREME COURT 108 %109,032 X Dantal x X X
REPQORTERS ASSQCIATION RETIRER X Optical X x X
WELFARE FUND X Life Insurance X
NYS COURT CLERKS ASSCCIATION ] 4925,877 X K Lentat X X X
RETIREE WELFARE FLIND X Burial x x
X Opticar X X X
X Multl Physlcal Exam X *
X Hearlng Ald X X
x Horpital X X .o
X Haalth Insurance X
X SubzeriptionsRetiremant Mag. X
SELF- INSURED
£100,000 TO §200,000 CATEGORY
LOGAL 558, IBT OTE BRANCH OFFICE 79 $204,827 X Lie Insurance X
MANAGERS WELFARE FUND x Destital X X X
X Optical X X X
X Prageription Drtigs X X X
NYC MUNICIPAL STEAMFITTERS AND L) $100,842 X Life insurance X X X
STEAMFITTER HELPERS RETIREE X Cantal x X X
WELFARE FLIND x Dptical x X X
X Lagal X
X Huaring Ald X X X
X FICA & Mndicare X
LOCAL 822 TEAMSTERS RETIREE T4 §154,452 X Dontal % X x
WELFARE FLIND X Optieal X x X
X Podiatry X X X
X Limfted Medieal X X X
X Raath Benefita X X X
X Legal x
DISTRICT COUNCIL 1 MEBA 11 579,738 X Life insurance 4
BENEFICIAL FUND TRUST WF/AF X Diental X X X
X Dptizal X X X
¥ Tralning X
X Severanca/leath X
X Prepafd Lagal X
LOGAL EODGE 5 MUNICIPAL BLACKSMITHS 84 $182,326 X Dental X x X
AND BOILERMAKERS RWYF & WF X Dental - Supplemental X X X
X Optlcal X X X
X Optical - Direct X X X
X Proezeription Card X X X
X Life Inauranee X
SELF. INSURED
$300,000 TO §1 MILLION CATEGORY
LOCAL 1182 CWA BOARD OF 34 477,240 X Prescription Plan X X X
ELECTIONS BENEFIT FLIND WFIRWF X Dental Plan X X X
X Optical Plan X X X
X Ace. Doath & Dismemberment X 4 X
4 Administrative Group X X X
X Legal Flan x ¥ X
FIRE ALARM DISPATCHERS 23 $228,147 X Lif# Insurance X X x
BENEVOLENT ASSQCIATION X Dentat X X X
WELFARE FUND x Optical X X X
X Rat/rement Benefit X
LOCAL 2 1IBEW CITY EMPLDYEES 48 F2TAGT3 X Lite naurance x X X
WELFARE FUND . X Cptlcal X X x
X Bental x X 4
X Legal Sarvices X
X Chiropracter b4 % X
LOCALI00 CIVIL SERVICE FORLM RWF 54 707,648 4 Lifa [n&uranco X
x Dontal X X ¥
x Dptical X X X
X Prascription Drugs X X X
X Fodiatry X
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EXHIBIT D
SURVEY OF BENEFIT FUNDS
SCHEDULE OF SELF-INSURED, INSURED WELFARE AND RETIREE WELFARE FUNDS & EDUCATION FUNDS
AVAILAEBLE BENEFITS 2001

TOTAL COVERAGE
FUND NAME BENEFIT SELF-
{BY REVENUE CATEGORY) REF EXPENESE INGLURER  INSURED TYPE OF BENEFIT Member Spouse Chlildren

SELF- INSURED
$300,000 TO $1 MILLION CATEGORY{cantinusd}

LOGAL3D0 GIVIL SERVIGE FORUM RWF

Prepald Lagal Services
Hearing Aid
Death

-
"o
B
O

NYC MUNICIPAL STEAMFITTERS AND 88 190,221 X Lifs Insurance
STEAMFITTER HELFERS WELFARE Dental

FUND Optical
HKaaring Ald
Legal

oW
o MK
L]

Death

Bentaf
Prascription Druga
Optical

Hearing

LOCAL 23 IBEW ELECTRIGIANS 50 5435313
RETIREE WELFARE FUND

R

Mo M L
A

A

LOGCAL 8584, 1BT OB BRANGH OFFICE 79 $204,827 x Lifs Inaurance
MAMNAGERSE WELFARE FLIND Dental

Optical
Prasecription Druga

L
R ]
]
L

ROCTORS COUMNCIL Fal $457,394
RETIREE WELFARE FUMD

Paychlatric

Dptical

Physical Examination
Part, Duty Nuralng
Hearing Ald

Fodiatry

Lagal Serviges
Mammaaram

Health Reimbursament

ASET DEPUTY WARDENS AS50C 2 463,014 X Life Insuranea
WELFARE FUND/RWFICLRF Optical

Danta|

Supplempntary Madical
Fharmacy

Hespital

Lagat

Matemlity

Ratirament Counselling
Civil Legal

B B AL
MO MMM MK

e
L .

POM MM M M MM Mo MM XM X
k3

OO MM M

Death Benefit

Pental Utlizatlon
Dizability
Frescription Drugs
Optical & Eyaglasaes
Podiatry

Maternity

Lirltad Medical Inse.
Legal Barvices
Retlree Assoc. MembBership
Scholarship Pund

LOCAL 832 TEAMSTERS TR B4ATRAM
WELFARE FUND

b
b

R A Y

i i
O M
b

LOHGAL 30 MUNICIPAL EMPLOYEES ER) 5593,208
RETIREE WELFARE FUND

Diaath Benstit
Optical
Preseription Drugs
Legal

Cental
Chiropractic
Medicara Banafits

N

Bl i ]
b1

BOMO WM M

UNITED PRGBATION QFFICERS 110 F435,144
RETIREE WELFARE FUND

Dental

Optieal

Preacription Drugs
Haaring Alda
Podiatry
Mammography
Emergency Room
Medlcal

Therapy

Nursing at Home
In-Hospltal Indemnity
Prosthetlc Appllances
Anazthesln

MO PCDC R R DC R W MM L D M

A e R
b i ]

CORREGCTION CAFTAING ABSOEC, 8 £064,755 % Life |
WELFARE FUND! GLRF X De‘;t:ﬁ"mﬂcﬂ

D
b
B
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EXHIBIT D
SURVEY OF BENEFIT FUNDS
SCHEDULE OF SELF-INSURED, INSURED WELFARE AND RETIREE WELFARE FUNDS & EDUGATION FLINDS
AVAILABLE BENEFITS 2001

TOTAL COVERAGE
FUND NAME BENEFIT SELF-
[B8Y REVENUE CATEGORY) REF EXPENSE INSURED  INSUREDR TYPE OF BENEFIT Member Spowse Children

SELE- INSURED

$300,000 TO §1 MILLION (eontinued)
CORRECTION CAPTAINS ASS0C.
WELFARE FUND/ CLRF

Optical

Preseription Drugs
Hearlng Ald

Maternhty

X Catastrophie InSurance
In-hoapital

Anesthesla

Emargancy Room
Ambulatice Banefit
Appliance

M MMM A
o MM K MK
O D L D D
R b

MUNIZIPAL PLUMBERS AND &5 4883,101 X Lifé Insurancs

P PEFITTERS WELFARE FUND Dental

Ciptical

Mearing Ald

Orthotlca

Chirepractic

Asbeatoa Soreening
Soclal Securlty & Medicare

g e ]

DD OO MM
bl B
R

SELF.INSURED

$1 MILLION TQ $3 MILLION CATEGORY

CORREGTION CAPTAINS ASSQC 5 FO73,067 X Life insurance
RETIREE WELFARE FUND Dantal

Qptical

Drug Benefits

X Gatastrophle Insurance
Haaring Ald
In-Hoapital

Anesthesla

o
i
MMM MMM MM
LR

LOCAL 30A-C OPERATING MLUINICIPAL BT 51,220,676
ENGINEERS WELFARE FUND

Optical
Frescription Druga
Lagal

Dental

DCreath

MM MMM MM
3O MM
HX HX

LOCAL 2 IBEW ELECTRICIANS WF B2/50A/51  §1,009,736 Dantal

Optical
Frescription brug
Dlsabltity

X Life nsurance

o ]
oM

OO =
PO MM MMM

DOCTORS COUNCIL 22 $0d0,247 X Lifae [nsurance
WELFARE FUND Disabllity
Dantal

Legal

Fodiatry
Hagring Ald
Optical
Materatty
Paychiatrie Cotntweling
Phyaical Exam
Mammogram

L R
]
3

B - - L L

[

=

i B L
x

LOCAL 248 SEIY 48 $1,015,827
RETIREE WELFARE FUND

Deatl: Banofit
Dental
Prascriptlon Druga
Dptieal

Hearfng Ald

O
DO

LOGCAL 721 LICENSED PRACTICAL BB §1,424,59% X Lif¢ Insurance
NURSES WELFARE FUND Prazeriptlon Drugs
Dental

Fropald Legal Services
Optlcal

LT Dizability

Hearing Aid

Bianblity Insurance

PO M
B

LA R - -
.1
>

E - A S

LOCAL 245 SEMD at 52,038,900
WELFARE FUND

Daatl Banefit

Lrentat

Qptleat

Praecription Drug:
Propald Legal Servicos
Hearing Aid

E ]
A - -
F A
2 3¢ 2 e
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SCHEDULE QOF SELF-INSURED, INSURED WELFARE AND RETIREE WELFARE FUNDS & EDUCATION FUNDS

EXHIBIT D

SURVEY OF BENEFIT FUNDS

AVAILARLE BENEFITS 2001

FUND NAME ‘
{BY REVENUE CATEGORY)

REF

TQTAL
BENEFIT
EXPENSE

SELF-
INSURED

INSURED TYPE OF BENEFIT

Member ISpouse Children

COVERAGE

SELF.INSURED

LOGCAL 1182
CWA PARKING ENFORCEMENT
AGENTS WELFARE FUND/LEGAL

LOCAL 854 UNIFORMED FIRE
OFFIGERS AS50G FLAN
WELFARE FUND

LOCAL 891 SCHOOL CUSTODIAN
AND CLISTODIAN ENGINEERS
WELFARE FUND

UNITED PROBATION OFFICERS
ASSOCIATION
WELFARE FLIND

SUPERIOR QFFICERS COUNCIL
(POLICE) ‘
WELFARE FUND/CLRF

LOCAL 444
SANITATION OFFICERS
WELFARE FUND

CIVIL SERVICE DIVISION WF/RWF,

HOUSE STAFE COMMITTEE
OF INTERNS & RESIDENTS
WELFARE/LEGAL FUND

$1 MILLION TO $3 MILLICN {continued)

DISTRICT COLINGIL 9 PAINTING INDUSTRY

LOCAL 100 CIvIL SERVICE FORUM WE

a3

7

30

108

106

i1

20

24

1,888,177

$2,762,720

11,771,878

1,163,240

%2,003,182

1,300,601

t:LER

$1,213,340

32,881,004

» Do M 3 Eg A

OO

e e R

Fo
] k. R

o]

LR ]

Risabiilty

Dental

Gptical

Freacription Drugs
Frapald Legal Services
Potiatry

Life Insurance

Criminal Assault Frogram

LHa Ingurance
Dental

Optical
Frascriptlon Druge
Babycare

Hearing Aid

Life: In%urance

Dental

Catastrophle

Optical

Frescription Drug

Hearlng Ald

COBRA Premium Reimbursement
Lagal Benafita

Variable Benafit

Lite insurance
Dental

Qptical

Prazeriptlon Prugs
Disability

Anesthesla

Padfatry

Medical
Mammography
Dizability FICA Expanses
In Hospital Indemnity
Hearlng Aid

Death

Emargancy Room

Dental - Comprahenzive
Pantal -Insurance Schedule
Presctiption Drugs

Opticar

MNawhpm Baby Gare

Hearltg Ald

Catastrophlc Haalth Ine. (GHI)
Extandad Haalth ina., {Hi)
Catastrophic Ralmburasment

Doath Benafit

Bental

Qptlcel

Prascription Druga

Legal

Anpsthesia & Mizcallaneous

Life Insurance
Dizability

Gental

Madicsl Spending
Dptieal

Hearing

Lift Insurance

Dental

Optical

Preseription Drogs
FPodiatry

Heartng Atd

Frepaid Lagal Sarvice
Disabllity

Life Insurance
Dental
Optical

R i -
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=
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EXHIBIT B
SURVEY OF BENEFIT FUNDS
SCHERULE OF SELF-INSURED, INSURED WELFARE AND RETIREE WELFARE FUMDS & EDUCATION FLUNDS
AVAILABLE BENEFITS 2001

TOTAL COVERAGE
FUND NAME BENEFIT SELF-
{BY REVENUE CATEGORY) REF EXPENSE  INSUREG INSURED TYPE OF BENEFIT Member Spouse Children

SELFANSURED

51 MILLIQN TG %3 MILLION [zontinted)
HOUSE STAFF COMMITTEE

OF INTERNS 8 RESIDENTS
WELFARE/LEGAL FLUND

Gutpatient Paychiatric Care
Major Medical

Childbirth Edur

Pediattice & Clraumecizion x
Maternity o X
Disability

Disability Insurance
Conferences B Books
Obstatrics

Prastription Drugs

Hearing Aids

FIGA on Life Inautance Benefit
Substance Abuse

Hanofits: Raview

Gonferences - HHC

=
b
]

g A i i e R ]
o O
= 4

Death Benefit

Dantal

Optical

Pregcription Drugs
Hearing Ald

Podlatry

Chiropractic

Prepakd Legal Services.

LOCAL 211 42 51,091,035
ALLIED BUILDING INSPECTORS ’
WELFARE FLIMND

OO MM MM MM MM OO MO MMM R
o ]
A R

CIVIL EERVICE BAR ASS0OC 2 1,112,312 X Lifa Inzuranca
WELFARE FUND X Dizabifity

Drrital
Prescription Drugs
Optical

Nursery

Dther

L

E A A
LR

Moo

b

SELFINSURED

Ea_MILLlDN 70 510 MILLION CATEGDRY

NEW YORK CITY 89 $4,588,234
RETIREE WELFARE FUND

Pregcription Drugs
Optical

X Life Insurance

Denta|

Legal

Hearing Aid

Podiatry

FICA and Madlcars Tax

ko

o

o ]
O ]
b4

oMM M

LOGAL 831 T2 §8.585994
LINIFORMED SAMITATICONMEN'S ASSOC
RETIREE WELFARE FUND

Dmntal

Frescription Drugs
Optical

Supplemental Medlcat

O
B
R
A

SUPERIOR OFFICERS COUNCIL 105 54,341,378 X Dental

{(POLIGE) X Extendad Hospitalization
RETIREE WELFARE FUND Prascription Drug Benefits

Death Banefit

Health Rider Refmbursamant
Optieal

X Catazsivaphle lnturance Rider (GHI

]

B e
R
MK MM

CORRECTIQN QOFFICERS 7 3,048,168
BENEVOLENT ASS0C
RETIREE WELFARE FUND

Dental
Frescription Drugs
Optlcal

Lagal

Death Bonofit
Hesith

KM AN

P MMM
26K
o MM MMM

-

LOGAL 444 1154 52,247,897
SANITATION OFFICERS

RETIREE WELFARE FUND 5

FUND 115 - LINE OF DUTY

DISABILITY FUND

Diath Ranaflt

Dental

Optical

Supplemental Madieal

High Optlon Rider/Reimb. Druy

L
L
M =

LOCAL 1180 29 $6,948,300
CWA MUNICIPAL MANAGEMENT
RETIREE WELFARE FUND

Direct Qptical Benefita
Dental

Prazeription Crugs
Optical

Panalon Counssling
Huaring Afd

Podiatry

Legal Sorvice

D6 M K M MM
2O OR M

k9

DO e M D D M
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EXHIBIT D

SURVEY OF BENEFIT FUNDS
SCHEDRULE OF SELF-INSURED, INSURED WELFARE AND RETIREE WELFARE FUNDS & EDUGATION FUNDS

AYAILABLE BENEFITS 2001
TOTAL COVERAGE
FUND NAME BENEFIT SELF.
{BY REVENLE CATEGORY) REF __EXPENSE INSURED  INSURED TYPE OF BENEFIT Mamber Spowse Children
SELF-INSURED
53 MILLION TO $10 MILLION CATEGORY{continued)
LOCAL 1180 X Reirae Division Progeam * x X
cwa MUNIGIFAL MANAGEMENT X Medical X X
RETIREE WELFARE FUND X Clinical X X
X Blract Dental Benefits X X
LOGAL 851 UNIFORMED
FIRE QFFICERS ASSOCIATION 78 $5,288,441 X Life Insurance X
RETIREE WELFARE FUND X X Dantal X X X
X Optical X X X
x Hospitalization X X x
X X Prascription Drugs X X X
X Hearing Aid X X X
x Death Benelit X
X Medlcal - GHI X X X
ORGANIZATION OF a3 43,997,845 X LT Dlsability X X x
STAFF ANALYSTS X LHe Insurance X X X
WELFARE FUND X Major Madical X X X
X Deniat X X x
X Dptical X X %
X Prug Ridar Reimbursament X X x
X Survivor Benefits X
X Panslon Consaling X
LOCAL 1 COLINCHL, OF 26 34342012 X Dantal X X x
SUPERVISORS B ADMINISTRATORS x Qptical X x X
RETIREE WELFARE FUND X Hearing Afd X X x
X Ext. Hospltallzatlon Supp To Baeic x X X
X WMadical Supplement To Basic X x x
NYS NURSES ASSQC 2 §4353,084 X Lite/Oisabllity X x X
WELFARE FUND X Optical X X X
X Podiatey X X X
X Long-Term Dizability X
X (COBRA) Extanded Benefits X
X Hraring Alds X
X Ma|or Madical Dental x X X
X Prescription Drug X X X
LOCAL B21 UNIFORMED 73 57,247,589 X Graup Life Insurance x x x
SANITATIONMENS ASSOCIATION X Dental X X X
WELFARE FUND X Frescription Drugs X X X
x General Medlcal X X x
x Qptieal X x x
X Limited Meadical X X X
X Line of Buty Injury X
X Razident Health Sarvices X X X
LOCAL 1 COUNGIL OF 25 5,611,906 X Life Insursnes X
SUPERVISORS & ADMINISTRATORS X X Dental % X x
WELFARE FUND X Optical X X X
X Preacription Drirgs b4 x x
X Hearing Aid X x X
X Survivors Insured Coverage X X
x Major Madical - Suppl. to Besie * x X
SELF-INSURED
510 MILLIOM TO 520 MILLION CATEGORY
BEERGEANTS BENEVOLENT ASS0OC 113 $8,B581 4%9 X Dantal X X X
WEIRWFICLRF X Fressriptian Drugs % X X
X Optical X % x
X Drath Eapafit X or X
x Catastrophic Haalth x x X
X Newhorn Baby Carn x X x
LQOCAL 1180 30728 $11,783,802 - X Life Insurarce x
CWA MUNICIPAL MANAGEMENT X Dental X X X
WELFARE FUND 4 Optical X ¥ X
X Preacription Drugs X x X
X Dizability x ® x
% Hoearing ARl X x ¥
X Peaychlatry x x X
X Matemity X ar x
x L.enal Services X X »
X Pension Consulting X
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SCHMEDULE OF SELF-NSURED, INSURED WELFARE AND RETIREE WELFARE FUNDS & EDUCATION FUNDS

EXHIBIT D

SURVEY OF BENEFIT FUNDS

AVAILABLE BENEFITS

2001

FUND NAME
{BY REVENLE CATEGORY)

REF

TOTAL
BENEFIT
EXPENSE

INSURED

SELF-

INSURED TYPE OF BENEFIT

Wembar Spouse Children

COVERAGE

SELF-INSURED

LOCAL 1180
Cwa MUNICIFAL MANAGEMENT
WELFARE FUND

PETECTIVES ENDOWMENT
ASSOCIATION
RETIREE WELFARE FUND

DETECTIVES ENDOWMENT
ASSOCIATION
WELFARE FUND/CLRF

LOCAL 94
UNIFORMED FIREFIGHTERS ASS0C
RETIREE WELFARE FLIND

LOCAL 237

TEAMSTERS

RETIREE WELFARE FUNL
fincludes Fund &6, Local 621 RWF)

LOCAL 94

UNIFORMED FIREFIGHTERS
ASSOCIATION

WELFARE FUND

CORRECTION OFFICERS
BENEVOLENT ASSOQCIATION
WELFARE FUND/CLRF

%40 MILLION TQ 520 MILLION CATEGOURY{continued)

15 $6,355,332

16 56,947,004

81  §13,200,520

44 $8,804,507

83 §10,444,538

9 410,675,260

o

>

E R -

DCOMOE I MMM OMM

i -

ow K 4 MM M

> A -

e e

Podiatry
Death Benefit

Instructors Foeas

Urban Leaderahip Program
Tultlon Benafh

Book Purehases

Adult Education

Workplace Literacy Program
Other

Death Benofit

Dental

Optical

Prescription Drugs
Catastrophle Deductible
Madical Co-paymnnt Rafund
Hearing Aid

Caatastrople GH.,
Applianea Rider

Hospital Rider

Dantal

Optical

Frascription Druga
Nursary

Hospitalization
&ataatrophic deductible
Hraring Ald

Applances Rider
Catastrophic (SHI)

Dental

Optleal

Prascription Drugs

Hearing Aid

Surgical Assistance Fund

Life Inaurance

Freacription Drugs {(Widows)
Malntanaca Drug Program
Group Health Insurance(Widows)
H.LP. - Widows {COBRA)}

Dxath Bannfit

Dental

Optical

Prescription Drugs
Education Program
Soclal Program
Haaring Aid

Legal Services
Retirement Planning
Supplemantal Medical

Dental

Daniteara

Optieal

Frascription Drugs
Prascriptien Drugs (Widows)
Hearing Ald

Obstetrical Anesthasia
Surgical Anesthenia
Maintenapce Precription Drugs
GH!

Med-Maoblle Screening

LIfe Insurance

GMI Widaws

HIP Widows= (COBRA)

US Healthcare

HIP- Extended Coverage

Life Insurance
Penslon Gounseling
Dental

Dptica)

Praseription Drugs
Legal/Civil Lagal Rep,
Othar Health Banefits

bR B OO0 MO DM

R -

PO D MM

o

o Koo oR LR A i b

B

oo

xHXXKXH

P e e B DG DG ] O L ] o R Moo b - b

o

-

=
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EXHIRIT D

SURVEY OF BENEFIT FUNDS
SCHEDULE OF SELF-INSURED, INSURED WELFARE AND RETIREE WELFARE FEINDS & EDUCATION FUNDS

AVAILABLE BENEFITS

2001

FUND NAME
[BY REVENUE CATEGORY)

TOTAL
BENEFIT

REF EXPENSE INSURED

5ELF-

INSURED TYPE OF BENEFIT

COVERAGE

Mambar Spoust  Children|

SELF INSURED OVER $20 MILLION CATESORY

LOCAL 371
2001AL SERVICE EMPLOYEES
WELFARE FUND

PATROLMEN'S BENEVOLENT
RETIREE WELFARE FLIND

PATROLMEN'S BENEVOLENT
ASSOCIATION
WELFARE FLINDICLRF

LOGAL 237 TEAMSTERS
WELFARE FUND
{inciudes fund 67, local E21 WF)

LOCAL 2 UNITED

FERERATION OF TEACHERS
WELFARE FUND

(Includes active and retiree security
funds)

DC 37 WELFARE FUND

62 $16,334,701

95 §15217 462

o7 425,451,419

45 522,680,828

41 3192482883

10 $193,208,313

bl R T e T R ]

3 R

M OEOM oM K P D M M KM > o

b4 B . = oMM

o MM

Dontal

Freseription Drugs
Disabllity

LIfa Insuranee

Optieal

Prosthetic Appllances
Hoglth & Safaty

Podiatry

Burial

tHagnostlc Exam
Pansion Gounseling
Hearing Aid

Abortlon

Civil Mattors

Criminal Representation
F.LC.A, Expense

Court Costs

Bail Bond

Other

Tultlon Relmbursements
Job Related Canferences
Dues for Profeasional Srg
Clv|] Sorvies Exam Prop Coursnes

Dentat
Prescription Drugs
Gptleal

Dontal

Optical

Prercription Drugs
Gatastrophlc Clalma
Supplemantal Hospitalization
Life Ingurance

Office Visit Go-payment
Other Benaflts

Death Benefit

Dental

Qptical

Prescription Druge

Disabitity

Leagal

Colloge GuidaneaiCounsal Svc,
Hearing Aid

Penslon Gounseling Servicea
Accldantal Reath & Dismembermae

[:eath Bensfit

Dantal

Optical

Disrbility

Hearing Alds

Retiree Program
Retlrun - Lagal Service
Prescription Drugs
Frescription Appliances ; Other
Optlenal Rlder
Relmbursement
SLOAC

Dantal

Dizabllity Income

Prescription Drthgs

Danth

Axcidental Death
& Dismambermeont

Survivor Benefit

Optlcal

Padiatry

Audiclogy

Beeond Surgical
Conaultation

Health & Penzion
Services Linft

L.agnl

Education Programs

Soclal Service Crisks
Iritarvention Program

Retiroe Outraach Program

Catastrephlc Medical

or X
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EXHIBIT B
SURVEY OF BENEFIT FUNDS
SCHEDULE OF SELF-INSURED, INSURED WELFARE AND RETIREE WELFARE FUNDS & EDUCATION FUNDS
AVAILABLE BENEFITS 2001

TOTAL COVERAGE
FUND NAME BENEFIT SELF-
(BY REVENUE CATEGORY) REF__EXPENSE INSURED __ INSURED TYPE OF BENEFIT Member Spouse Children
INSURED
LNDER $100,000 CATEGORY
LOCAL 808 2] 525,277 X Life Insurance X
STRUCTURAL STEEL RAINTERS x Optleal X X
RETIREE WELFARE FUND X Dantal X X X
DEPUTY SHERIFFS ASSOGCIATION 12 $46,584 X Lite & Accldental Death, x
RETIREE WELFARE FUND X Prascription Drugs X
X Qptical X
X Dental X X X
x Fermit Relmbursemant X
LOCAL 806 70 Fi2,403 b4 Life Insurance X
STRUCTURAL STEEL PAINTERS X Dontal X X X
WELFARE FUND X Optical X X X
LOCAL 14 A-148 IVOE WELFARE FUND ar 546,443 X Dental X X X
: X Optisal X X X
IMSURED
§100,000 TO $300,000 CATEGORY
LACAL 1181 CwaA M %194,089 X Life Insurance X
SUPERVISORY EMPLOYEES X Drugs X X X
RETIREE WELFARE FUND X Dantal X X X
X Vigion X x X
X Leagal Benefit X
BERFUTY SHERIFFS ASROC. hE $162.628 X Lifa & Accidentat Death, X
WELFARE FUND X Re-mbursament - Tax X
4 Radmburzoment - PreseriptionDn X
X Dental A X X
X Optlcal X
INSURED
£300,000 T0 $1 MILLION CATEGORY
LOCAL 333 5% 5173128 X Life Insuranca X
UNITED MARINE DIVISION X Optieal X X X
RETIREE WELFARE FUND .
LOCAL 1131 CWA az $398,294 X Life Insurance X
SUPERVISORY EMPLQYEES X Dantal X X X
WELFARE FUND X Optical x X *
X Prescription Druga ¥ X X
¥ Lagal X X X
X FICA - Legal Services 4
LOCAL 15A-C 38 316,600 X Dental X X X
OPERATING ENGINEERS X Othar Benefits X
WELFARE FUND/RWF X Optical X x X
X Life Insurance X
X Lagal Banafits X
LOGAL 333 80 $348,548 X LHe Insuranca X
UNITED MARINE DIVISION X BDeantal x X X
WELFARE FUND X Optical x X X
INSURED
%R 5 20 MILLICN EATEGDRY
PROFESSIONAL STAFF CONGRESS 101 $22,185.950 X Lifa Inturanca X
GUMY (P.5.C.) X Disabllity X
RETIREE / ACTIVE WELFARE FUND X Maler Madieat X X X
X Rantal X X X
X Bazie Health Banefits X
X Optical X x X
X Prescription Drugs X X X
X Hearlng Aldz X X X
X Wall Caras Programs X
NYC CONTRIEUTIONS LESS THAN
5% QF TOTAL REVENUE OR WL
DISTORT THE GROLPS'
CATELSORY AVERAGE
NEW YORK STATE Lal $818,090 X Chiropractlc X
COQLRT QFFICERS ASSOCIATION X Dental X X X
ACTIVE I RETIREE WELFARE FUNLD X Viston x x x
x Life Insurance X X x
X Frepaid Legal X X
X Matarnity X ot x
X Heospltal Insoma X
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EXHIBIT D

SURVEY OF BENEFIT FUNDS
SCHEDLLE OF SELF-INSLIRED, INGURED WELFARE ANQ RETIREE WELFARE FUNDS & EDUGATION FUNDS
AVAILABLE BENEFITS 2001

TOTAL
BEMEFIT
REF EXPENSE

FUND NAME
(BY REVENUE CATEGORY}

INSURED

SELF-

INSUREDR TYPE OF BENEFIT

COVERAGE

Mamber Spouss  Chlldren

NYC CONTRIBUTIONS LESS THAN
5% OF TOTAL REVENUE OR WILL
RISTORT THE GROLUPS'
CATEGORY AVERAGE(eantinued)
NEW YORK STATE

GOURT OFFIGERS ASSOCIATION
ACTIVE I RETIREE WELFARE FUND

SUPREME CQURT UNIFORM 107
OFFICERS

RETIREE WELFARE FUND

$1,857 254

NYC DISTRICT COUNCIL
OF CARPENTERS
WELFARE FUND J RETIREE

B2 5128,1148,508

PFAVERS & ROAD BUILDERS
DISTRICT COUNGIL
WELFARE FUND

100 99,181,980

LOCAL 40
IRON WORKERS
WELFARE FUND

118 413,802,098

LOGCAL 1139 NATIONAL BENEFIT FUNB
HOSPITAL MEALTH CARE wWrF

36 5594486520

PO e

D EL

oM

B R B e L Y

x

BCOPC B N B DO D M DE DG NP M 3 MMM IO DO MO MO

. Death and Dismembarmant

Death Benefit

Day Care, Elder Care & Ins. Dadue
Dantal facitity costa

Emargancy Room

O
O

Dantal

Paath Banaflt {Retiree)
Lifo and AD&D

Vislon Coverage
Madical Relmbursement
Maternity

Hospltal Income
Dizability Benafit
Penslon Cournzaling

o

R
PO =

Hospltalization & Death
Prazeription Drugs
Medical and Dantal
Blaakllity

Scholarzhlp Awards

om oMM
F ]

Madieal

Hoapiizl Reorn and Board
Hospital Other

NYS Surcharge

Surgieal

Dlegnoetic/Lab teste
Major Medlcal
Qrthadantia

Dental

Optical

Prascriptions

Phyacial Examination
fntarpretations
Chemotheraphy Traatments
Cansultatien

Medicere Reimbursement

O

BRI

Dizabllity
Legal

»

Madical

Dentat

Hearing Aid

Qptlcal

Prezcription Rrugs
Suppletentary Madicare
Lagal Services
Magnacars

B

Hezpital
Dizabinty

Madical

Dantal

Stirgical

Preacriptions

LHe Insurance
Hypartanszion

Laboratory and X-ray
Major medical

Vision care

Emetgency room
Ambulatory care
Anesthesla

Medicare reimbursements
Gamps, scholarships, ete.
Hip

Yeuth Mantoring Program
Gltizanehip Program
Butial

Eldarplan

b

LR R b A R R R R N
A
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APPENDIX A
- Comptroller's Directive #12

THE CITY OF NEW YORK
OFFICE OF THE COMPTROLLER

INTERNAL CONTROL AND ACCOUNTABILITY DIRECTIVES

DIRECTIVE 12+ EMPLOYEE BENEFIT FUNDS - UNIFORM REPORTING AND
AUDITING REQUIREMENTS

INTRODUCTION AND SUMMARY

This Dircctive sets forth accounting, auditing and financial guidelines for employee and
retiree Benefit Funds which recetve contributions from the City of New York. It also establishes
detajled information reporting requirements for the funds and their boards of trustees. All Benefit
Funds that receive contributions from the City of New York are required to conform with this
Directive's provisions. |

The accounting, auditing and reporting requirements prescribed herein vary in accordance
with the amount of funding the Benefit Fund receives from the City. Benefit Funds are divided into
two funding level categories: those with New York City Contributions less than $300,000 (Level I);
and those with $300,000 or more in New York City Contributions (Level I).

1.0 GENERAL INFORMATION
1.1 Organization

1.0 General Information

2.0 Definitions

3.0  General Guidelines and Requirements
4,0  Annual Reporting Requirements

5.0  Independent Annual Audit

6.0 Trustee Representation Letter

7.0 = Federal ERISA Reporting Requirements
8.0  Annual Report to Fund Membership

9.0 Supporting Schedules

Exhibits:
A- Admiﬁistrativc Expensc Schedule
. B - Benefit Expense Schedule

C - Key Ratio Schedule
D - Multi-Employer Analysis Schedule

1.2 Effective Date
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This directive is effective for Benefit Fund plan years beginning on or after July 1,
1997.

1.3 Notice
In reissuing this directive, the Office of the Comptroller has undertaken o clanfy,
whenever possible the prior version's text. In reissuing this directive, there is no intent to

change the existing interpretation of any subject unless explicitly stated in the text,

1.4 Assistance
Requests for additional copies and questions concerning this Directive should be

 addressed to: Joseph Trapani, Chief, Bureau of Management and Accounting Systems,
(669-8201), 1 Centre Street, Municipal Building, Room 1005, New York, NY 10007.

2.0 DEFINITIONS | o

The following define the key terms used in this Directive:

2.1 Benefit Fund

Benefit Funds consist of any welfare or annuity fund that receives contributions
from the City of New York. Examples of Benefit Funds include supplemental health care,
educational, legal benefit, annuity, and civil/legal representation funds. Benefit Funds may
be for either active or retired New York City employees.

2.2 New York City Contribution
The New York City Contribution is the total of the direct payments the City of New

York is required, pursuant to applicable collective bargaining agreements, to make to a
Benefit Fund ot behalf of relevant employees and retirees.

The City of New York, as used herein, is a reference to its constituent agencies
which are defined in the Charter of The City of New York, Chapter 52, Section 1150,
subdivision 2, as a city, county, borough, or other office, position, administration,
department, division, bureau, board or commission, corporation, institution or agency of
govemment the expenses of which are pald in whole or in part from the City's treasury.

2.3 Beneﬁt Expense

Benefit expenses, as used herein, are the direct costs of providing benefits. These
costs include:

Claims paid by the fund for self-insured benefits.

Directive 12 - Employee Bengfit Funds Page 2 February 28, 1997 J




3.0

24

APPENDIX A
Comptroller’s Directive #12

Insurance premiwm payments less any retention charges.
The cost of providing medical referral services.
Salaries or other payments to:
- Attorneys who provide direct legal services to members.
- Instructors who conduct in-house training for members.
- . Physicians who examine members for workers' disability purposes.
- Other professionals and consultants who provide services directly to
members. '

Administrative Expense

Administrative Expenses are all those costs that are not Benefit Expenses, including,

but not limited to:

2.5

Salaries and allowances for the fund's administrative support staff.

Rents and other occupancy costs.

Insurance policies for offices, equipment and other general business purposes.

Fees paid to third party or fund administrators for administrative purposes.
Miscellaneous fees and commissions.

Insurance company retention charges.

. Imsurance Retention Charges

Insurance Retention Charges represent the portion of the insurance premiurﬁs

retained by an insurance company to recover the administrative costs of handling benefit
payments. Retention charges are applicable only to insured welfare plans.

GENERAL GUIDELINES AND REQUIREMENTS

31

Supplementary Benefit Agreements

The supplementary benefit agreements between the City of New York and tﬁe labor

unions estabhish the Comptrolier's authority to audit and request specific information from
the Benefit Funds, and describe the Funds' underlying reporting responsibilities.

The agreements require, in part, that Benefit Funds maintain accurate records and
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books of account in conformance with generally accepted accounting principles. file annual
trustees’ statements with the Office of the Comptroller containing substantiation and other
information that the Comptroller shall from time to timme prescribe, as per individual Fund
supplemental agreements, and obtain annual independent audits of their financial
statements. The agreements also specify the Comptroller's right to audit all Benefit Fund
expenditures.

The agreements also set forth conflict of interest guidelines. These guidelines
provide that Benefit Funds, and all fund trustees, officers and employees are prohibited
from directly or indirectly recetving, in connection with the solicttation, sale, service or
administration of a Benefit Fund contract, any payment, commission, loan or other thing of
value from any entity or individual; and that Benefit Fund trustees, officers or employees
may not directly or indirectly receive any payment, commission, loan service or any other
thing of valuc from the Benefit Fund, except that such person may receive employee
benefits to which he or she is otherwise entitled, and reasonable compensation for necessary
services and expenscs rendered or incurred in connection with official duties.

Many of the financial, accounting, auditing and reporting guidelines in this directive
replicate, or are derived from, supplementary benefit agreement terms and conditions.

3.2 Accounting Standards

Every Benefit Fund which receives New York City Contributions is required to

maintain adequate books of account and related records that will enable it to prepare

complete and auditable financial statements on an accrual basts of accounting in conformlty
with Generally Accepted Accounting Principles. ‘

3.3  Comptroller's Internal Control and Accountability Directives

It is recommended that all Benefit Funds for which the New York City Contribution
is $300,000 or greater (Level II Funds} comply, where applicable, with the Internal Control
- and Accountability Directives issued by the Office of the Comptroller.
34  Spending Guidelines

Benefit Funds should insure that New York City Contributions are spent

appropriately and monitored carefully. This includes:

Restricting their use only for expenditures and programs that directly or indirectly
benefit fund members_

‘ Carefully controlling Administrative Expenses and insuring that they do not exceed
. areasonable percentage of total Benefit Fund revenue.

Insun'ng that spending for Benefit Fund employee salaries, fees paid to trustees and
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fees or commissions paid to professionals and service providers are not excessive or
unreasonable in relation to the service or product received.

Using competitive processes to the greatest dagree practicable to procure goods and
services.

In addition:

Political and charitable contributions of any kind paid from the New York City
Contnibution or related investment eamings are prohibited.

Payments on Benefit Fund contracts or other obligations gensrally must be made by
check drawn on the fund payable directly to the creditor, beneficiary or obligee.
Payments, that are not customarity paid by check, including, but not limited 1o,
electronic transfers and imprest fund expenditures, are permissible.

35 Service Provider Assessments

The services rendered by consultants shall be assessed at least once every two
years. The assessments shall be reported in the board's official minutes and attached to the
trustees’ representation letter. o |

It is further recommended, that the work of consultants and all individuals or

organizations, with the exception of medical scrvice providers, that are paid for services

_ rendered on a fee or commission basis, be assessed each year with the results reported in the
board’s official minutes and attached to the trustees' representation letter.

3.6  Iovestment Policy and Procedures
3.6.1 Trustee Representation Letter

Level II Benefit Funds must attach a copy of their investment policy to the trustee
representation letter along with the trustees’ certification that the fund has complied
with it's policy and procedures. ‘

3.6.2 Investment Policy Recommendation

To insure that idle monies are invested judiciously, appropriately safeguarded and
accounted for fully, it is recommended that the board of trustees:

*  Insure that the fund has a written investment policy which describes the
permissible types of investments and the guidelines to be adhered to for each
investrment type. The policies and procedures should also cover, as
appropriate, compliance with ERISA investment guidelines and any
statutory or legal restrictions, collateralization, the use and selection of
financial institutions such as depositories, custodians and trusts, and the use
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and selection of financial advisors.

Conduct annual reviews of the fund's compliance with the investment
polices and procedures.

Insure that the investment policy and procedures are periodically reviewed
- and revised as necessary to reflect changes in available investment

oppertunities and market conditions.

Establish a trustee investment committee, that includes the fund's chief fiscal
officer, to oversee the investment function.

Insure that internal accounting and procedural controls provide an
‘environment which encourages adherence to the fund's investment policies
and procedures. The internal controls should:

- Separate the investment authorization and accounting functions.

~ Insurc that investment transactions are fully recorded at an
appropriate level of detail.

- Mandate that all transactions are based on written authorizations.
- Regularly report on all investment activity to Trustees.

- Provide for the bonding of appropriate Benefit Fund staff,

Travel Policy

The board of trustees must- establish a written travel policy which sets forth
reasonable standards for all out-of-town travel and attendance at conferences, seminars and
other events. In addition to establishing guidelines describing when, and for what purposes
travel is appropriate, and expenditure himutations for transportation, lodging, meals and
other expenses, the policy must require the board of trustees' advance authorization of all
out-of-town travel, :

Travel Policy Minimum Requirements

The travel policy, at a minirmum, must:

Prohibit first-class travel.

Provide that reimbursement of expenses will be made only upon submission
of a completed request with supporting documents attached.

Require persons authorized to travel on Benefit Fund business to report to
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the board of trustees describing the benefits derived from the tip. The
reports must be incorporated in the board's official minutes It s
recommended that the reports be in writing.

In addition, it is recommended that the travel policy:

Place limitations on the number of individuals who attend, as well as the
number of times individuals may travel each year for non-essential purposes
such as attending general purpose training and educational courses,
attending professional development, or industry conferences, or trade shows.

- Establish reasonable per diem rates such as the Federal General Services
Administration's. per diem rates, by locality, for normal dailv travel
expenditures.

State that Level II funds comply with the Comptroller's Internal Control and
Accountability Directive 6, Authorization, Reimbursement and Audit of
Travel, Meals, Lodging and Miscellaneous Agency Expenses.

3.7.2 Travel Reporting Requirements

A copy of the fund's travel policy must be attached to the trustee representation
letter. In addition, a summary of all trustee/staff expenditures for conference
attendance and out-of-town travel must be submitted annually as part of the trustee
representation letter.

3.8  Cost and Expense Allocations

Benefit Funds that share premises with related or other entities will have common
Administrative Expenses such as rent, utilities, general management and other general
expenses. These costs should be allocated equitably for reporting and accountability
purposes. The allocation must be made systematically, applied consistently from year-to-
year, and must be reviewed annnally. Staff salaries shouid be appertioned based on records
which document the efforts devoted to each entity. An explanation of the fund's allocation
methodologies must be attached to the trustee representation letter.

3.9  Competitive Proposals for Insured Benefits and Other Services

" Contracts for insured benefits, except for basic medical and hospital augmentations
negotiated with the same insurer, must be awarded using a competitive proposal process.
Benefit Funds must solicit at least three firms with the appropriate size, experience and
gualifications to provide such benefits or services. The board of trustees must prepare a
certification for each benefit or service contract which states that a minimum of three
proposals were solicited and discloses the date on which the fund solicited the proposals
and the names of all companies solicited. The eertification must be included in the hoard's
official munutes and be attached to the trustee representation letter.

Directive 12 - Employee Benefit Funds Page 7 ' February 28, 1997




ATPENDIX A
Comptroller’s Directive #12

It is recommended that Benefit Funds, with the exception of medical service
providers, use a similar competitive proposal process to choose third party administrators
and all other professional service providers. ‘

Additionally, funds should consider using the guidance provided in the City of New
York Procursment Policy Board Rules and the Mayor's Office of Contracts’ Rules
Implementation Memoranda to assist in developing appropriate competitive proposal
Processes.

310  Comptroller's Audits

The fund's books, records and accounts, including the full minutes of the board of
trustees' meetings, are subject to review and audit by the Office of the Comptroller.

4.0 ANNUAL REPORTING REQUIREMENTS
This Directive requires Benefit Funds to prepare and submit a number of reports, copies of

documents and other materials to the Office of the Comptroller. All required filings must be
submitted annually, no later than nine months after the close of the Benefit Funds' fiseal year,

4,1 Funding Levels Defined

Fund filing requrements vary according to the size of the New York City
Contribution as indicated below:

Level T - Benefit Funds for which New York City Contributions are less than
$300,000.

Level IT - Benefit Funds for which New York City Contributions are $300,000 or
more.

42  Reporting Requirements Summary
Subsequent sections of this Directive establish Benefit Fund reporting requirernents
whuch vary among the two funding levels. To assist boards of trustees and Benefit Funds, a.

synopsis of reporting responsibilitics and requirements, by funding level, along with
references to the appropriate sections of the Directive, is provided here:
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Annual Independent Auditor's (CPA) Report
1) Statement of Net Assets Available for Benefits

2) Statmnt. of Changes in Net Assets Avail. for Benefits

3) Footnotes to financial statements

4) Auditor's opinion on the financial statements
5) Administrative E;cpénse Schedule

6) Benefit Expense Schedule

Auditor's Management Letter

Trustee Represehtation Letter
a) Fund name, address, etc.
b) Trustee names, addreéses, etc.
¢) Fund administrator, name, address, etc.
d) New York City Contribution

e) Total Benefit Fund revenue

) Number of City employees/retirecs

£) Percent NYC employees to total fund enrollment
h) Allocation methodologies

i} Travel policy
1) Trustee/staff trave! report

k) Payments to trustees

1) Payments to top five officers/trustees/staff
m) Fee/commission payments

n) Benefit plan amendments

o) Insurer changes

) IRS 5500, 5500c or 990

q) Investment policies aﬁd procedures

1) Audit contract

‘ APPENDIX A
Comptroller's Directive #12

! Fund must pravide schecute, however, independant audit is at the fund's option.

Directive 12 - Employee Benefit Funds Page 8

DIRECTIV || LEVEL | LEVEL
E i I
REFERENC
E
5.0 Yes Yes
53 Yes Yes
53 Yes Yes
53 Yes Yes
54 Yes Yes
5.3/9.1 Yes ' Yes
5.3/9.2 Yes ' Yes
57 Yes Yes
6.0 No Yes
et No - Yes
6.1.2 No Yes
6.1.3 No Yes
6.1.4 No ] Yes
6.1.5 No Yes
6.1.6 No Yes
6.1.7 No . Yes
3.8/6.1.8 No Yes
3.7/6.19 No - Yes
3.7.2/6.1.10 No Yes
6.1.11 No Yes
6.1.12 No Yes
3.5/3.9/6.1.13 | No Yes
10114 No Yes
6.1.15 No Yes
7.0/6.1.16 No Yes
3.6/6.1.17 No Yes
5.5/6.1.18 No Yes
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ERISA Reports 5500 & 5500C (If filed)
Level [ Fund addendum
Annual Membership Report
Exhibits .
A - Administrative Expense Schedule
B - Benefit Expense Schedule
C - Key Ratios Schedule
D — Multi-Emplover Analvsis Schedule

4.3 - Filing Address

APPENDIX A

Comptrolier’s Dirzctive £12

DIRECTIV | LEVEL | LEVEL
E I I1
REFERENC

E

7.0/6.1.16 Yes Yes
7.0 Yes No -
3.0 Yes Yes
91 Yes ' Yes
92 Yes ' Yes
9.3 Yes Yes
04 Yes Yes

All filings required by the Directive ﬁm_st be submitted to:

Mr. Henry Lockworth

The City of New York
Office of the Comptroller
Bureau of Financial Audit

1 Ceﬁtre Street, 3™ Floor, Room 1300 North

New York, N.Y. 10007
(212) 669-8258

5.0 INDEPENDENT ANNUAL AUDITS

All Benefit Funds rmust prepare annual financial statements in accordance with (enerally
Accepted Accounting Principles (GAAP). Each year's financial statements must be audited

annually by independent Certified Public Accountants (CPA).

5.1 Anditor Selection

It 13 strongly recommended that independent certified public accountants be
selected through the use of a competitive proposal process. Requests for proposals should
be sent to at least three firms with the appropriate size, experience and qualifications to -
perform the audit. Requests for proposals should incorporate a copy of this directive.

In addition, it is recornmended that:

Directive 12 - Employee Benefit Funds Page 10
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APPENDIX A
Comptroller’s Directive #12

The audit selection process be completed no later than 60 days after the
beginning of the Benefit Fund's calendar or fiscal year. Timeliness in
engaging CPAs is important to insure that there is no break in continuity in
the auditing process and, if necessary, to facilitate the transfer of information
from one firm to it$ sUCCEssOr.

Benefit Funds contract only with firms included on the Office of the
Comptroller's prequalified hst of CPAs. A copy of the list may be obtained
from the filing address listed in §4.3 above.

5.2 Audit Standards

The audit must be conducted in accordanice . with generally accePtéd auditing
standards. (GAAS) as promulgaied by the American Institute of Certified Public
Accountants,

53  Aaudit Scope
The scope of the independent audit for all Benefit Funds must inciude the following:

(1) Statement of net assets available for benefits
(2) Statement of changes in net assets avallable for benefits
(3) Footnotes to financial statermnents

Funds where City contributions are $300,000 or greater (Level II) are additionally
required to provide an Administrative Expense Schedule (Exhibit A) and Benefit Expense |
Schedule (Exhibit B) which have been audited as part of the mdependent audit of the basic
financial statements

54  Audit Opinion

The auditor's opinion must state whether the financial statements are presented fairly
in accordance with generally accepted accounting principles.

3.5 Audit Contract

It is strongly recomumended that audit contracts not exceed four years in length.
After four years, a new request for proposals should be issued. Additionally, for Level I
funds, if the same firm is awarded the contract in a subsequent four year period, the audit
firm should be required to assign a different serior manager and partner-in-charge, Benefit
funds are strongly encouraged not to award contracts to the same firm for more than two
consecutive four year periods.

‘The audit contract must require that the audit report be issued within nine months
after the close of the fund's calendar or fiscal year and must incorporate procedures,
established by the Comptroller, for the Comptroller's audit of the fund. Additionally, for
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Level O funds, a copy of the audtt contract must be attached to the trustee representation o
letter, and must specify that the audit work papers are subject to review by the Conptroller's
Office. S -

5.6 Peer Review

The independent auditor must provide the Benefit Fund with copies of any peer
reviews performed in accordance with the AICPA's guidelines. The Benefit Fund should
" use the peer reviews as part of their evaluation in selecting an independent auditor.

5.7  Management Letter

Audit contract terms must include a requirement that the auditor issue a
management letter when, in the CPA's professional judgment and as per AICPA guidelines,
one is merited. The management letter must comment on any material weaknesses or
reportable conditions in any of the five elements which make up the Benefit Fund's internal
control strueturs: control environment, risk assessment, information and communication,
control activities and monitoring. When appropriate, the management letter should contain
recommendations to fund management on how to improve the noted conditions.

In gaining an understanding of the funds intemal control structure, the auditor |
should take special note of the following areas:

Adequacy of expenditure documentation and approval processes.

Expense allocations for Benefit Funds that share their premises with other
organizations. '

The adequacy and propriety of the fund's investment policies and procedures and of kB
the fund's compliance with them. :

Competitive procurement practices.

Staff utilization including the reasonableness of staffing in relation to workload
requirements. '

All other matters that the anditors consider appropnate for disclosure to the trustees.
~+If the independent auditors conclude that there are no material weaknesses, the
management letter should so indicate.
60 TRUSTEE REPRESENTATION LETTER

The boards of trustees of Level I funds must submit a trustee representation letter to the
Comptroller annually which summanzes the Benefit Fund's management policies and activities and
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provides kev information about the fund’s operation. The trustee representation letter must be
stgned by all of the fund's trustees and must include an affirmation that, under the penalties for
perjury, in accordance with the supplemental agreement, the report is a true and accurate reflection
of management's policies and the state of the fund's affairs for the reporting period.

Level I funds have abbreviated requirements which are described in §7.0.

6.1

Trustee Representation Letter Requirements

The trustee representation ietter must contain:

6.1.1 The Benefit Fund's name, addréss and telephone number.

6.1.2 The names and business addresses of all board of trustee members,
6.1.3 The fund administrator's name, address, and telephone number.‘

6.1.4 The total amount of New York Ci'ty Contributions for the fund's fiscal or
cajendar year.

6.1.5 Total Benefit Fund revenue from all sources.
6.1.6 The number of City employee and retiree members at year end.

6.1.7 The number of City employees or 1etiress expressed as a percentage of the
total number of coveraed Benefit Fund members.

6.1.8 For Benefit Funds that share premises, staff or other expenses with related or
other entities, a description of all cost or expense allocation formulas, including an
explanation of the allocation methodology and the basis for distribution. (§3.8.) -

6.1.9 A copy of the fund's travel policy. (§3.7)

6.1.10 A summary of all expenditurcs for out-of-town travel and attendance at
conferences for trustees and staff. The summary should include the name and
position of the traveler/attendes, the dates of travel, the destination, the reason for
the trip and the total expenditure. (§3.7)

- 6.1.11 A listing of all amounts pald to any trustee and 2 description of the work or

services rendered.

6.1.12 A statement disclosing the total renumeration for the five most highly paid
individuals from among trustees, officers and staff,

6.1.13 The identification of all individuals or organizations paid on a fee or
commission basis, including administrators, investment managers, attomeys,

Directive 12 - Emplayee Bengfit Funds Page 13 February 28, 1997




APPENDIN A
Comptroller’s Directive #12

accountants and other professional service providers, For each individual or

organization, the provider's name and address, a description of the relationship, the
fees patd and, if applicable, the amount of funds held or managed must be provided,

For consultants, a copy of the official board minutes authorizing the hiring of each
consultant and the trustees’ bicnnial assessment of the consultants' performance.

(83.5)

For insured benefit contracts, certification of the competitive selection process as
described in §3.9.

6.1.14 If any amendments were made to the benefit plan during the year, a copy of
the new benefit booklet or other member notification. If there were no changes the
representation letter iust state so.

6.1.15 If any benefits were changed from third party insured to self-insured or vice-
versa during the year, the reasons for the change, including a detailed explanation of
the advantages and any expected cost savings.

6.1.16 If required to file with the IRS, a copy of IRS Form 5500 or 5500C (or IRS
Form 990). -

0.1.17 A copy of the Benefit Fund's investment policy and procedures and the
certification described in §3.6.1. - :

6.1.18 A copy of the independent audit contract. (§5.5)
6.2 Substitution of Statements or Filings

Funds may, in lieu of any specific requirement in §6.1 above, substitute copies of
statements or filings made pursuant to State or Federal Law. Each substitution must be
clearly referenced to its corresponding requirement in §6.1.

7.0 FEDERAL ERISA REPORTING REQUIREMENTS

Funds may choose to comply with the Employee Retirement Income Security Act of 1974
(ERISA) reporting guidelines for Rencfit Fund expenditures and activities, ERISA requires that
certain Benefit Funds, depending on membership size, file Internal Revenue Service Forms 5500 or
3500C. Funds choosing to comply with ERISA and which are required, under ERISA, to file 5500
or 5500C should provide an information copy to the Comptroller's Office with the trustee
representation letter. At the Fund's discretion, a copy of IRS Tax Form 990 filing may be
submitted, to the Comptroller's Office, instead of Forms 5500 or 5500C. ‘

Funds with New York City Contributions under $300,000, (Level I) must attach an
addendum to the Comptroller's copy of Form 3500 or 5500C (or Form 990) with the following

Directive 12 - Emplayee Benefit Funds Page 14 | . February 28, 1097




APPENDIX A
Comptroller’s Directive #12

information:
The number of City employee members and retirees at year-end.
Total New York City Contributions for the year.

Amendments to benefits. [f amendments were made, a copy of the new benefit
baoklet or other memmbership notification. If there were no amendments, a statement
to that effect. ‘ :

80 ANNUAL REPORT TO FUND MEMBERSHIP

Each fund is required to issue an annua}.report to its membership. A copy of the annual
repott, with cover letter, must be sent to each member of the fund and be filed with the Office of the
Comptroller. The annual report must advise the membership of the financial condition and
operations of the fund and advise the membership of significant changes and other important
matters. At a minimum, the annual report must include a copy or a condensed version of the most
recent independently audited financial statements. This requirement may be fulfilled by publishing

' the cover letter and report in a fund authorized publication provided that the publication is mailed to
each member individually.

0.0 SUPPORTING SCHEDULE REQUIREMENTS
All Benefit Funds are required to provide the following supporting schedules:
9.1  Administrative Expense Schedule

This schedule compares the Benefit Fund's Admimstrative Expenses for the last two

fiscal years, however, three fiscal years of comparable data is required for any year that the

- result of the Benefit Fund's operations shows a deficit that exceeds five times the fund

balance. The format is provided in Exhibit A. A narrative must also be provided by the

board of trustees as an attachment, explaining any adverse trends from year to year, or any

expense fluctuations in excess of plus or minus fifteen percent flom the prior year. This

schedule aiso requires the computation of Admimstrative Expenses as a percentage of total
Benefit Fund revenue.

Benefit Funds with New York City Contributions under $300,000 (Level [) must
attach this schedule to the Comptroller's copy of the ERISA reporting described in Section
7.0. All other funds (Level II) must have this schedule independently audited and included
as part of the annual audit report.

9.2  Benefit Expense Schedule

This schedule requests specific information for each benefit provided by the fund.
The format is provided in Exhibit B. | '
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Benefit Funds with New York City Contributions under $300.,000 (Level T) must
attach this schedule to the Comptroller's copy of the ERISA reporting described in §7.0. Al
other funds (Level 1) must have this schedule independently audited and included 15 part of
the annual audit report submission. -

9.3 I{f:yl Ratio Schedule

The Key Ratio Schedule requests the comparative analysis of certain Benefit Fund
financial indicators for each of the last two years. The format js provided in Exhibit C. L
Each fund (Levels [ and IT) must submit this analysis as part of its annual reporting
submission, due no later than nine months after the close of its fiseal year.

mas_dingdind 2.4H-b
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THE CITY OF NEW YORK
OFFICE OF THE COMPTROLLER

INTERNAL CONTROL AND
ACCOUNTABILITY DIRECTIVE 12 SUPPLEMENT

FOR FUNDS NOT ESTABLISHED AND MAINTAIN‘ED BY
MUNICIPAL LABOR COMMITTEE UNIONS

This supplement adds Section 9.4, Multi-Employer Analysis Schedule, to Section 9.0

- of Comptroller’s Internal Control and Accountability Directive #12 which was issued on

February 28, 1997.

The benefit funds established and maintajned by Muniéipal Labor Committee (MLC)
unions pursuant to collective bargaining agreements with the City of New York, have agreed
to provide this supplemental information in a separate submission to the Comptroller’s
Office. All other funds must submit it as part of the annual reporting rgquifemems
described in Section 4.0 of the directive. .

2.4 Multi-Employer Analysis Schedule
The Multi-Employer Analysis Schedule requires funds to provida;

The number of covered New York City employee and retiree members at year |
end, , ' ‘

The number of employee and retiree members for each of the fund’s five |
largest non-City contributors at year end,

The number of trustee and/or benefit fund employee me:m'bers at year end.

The employee and/or retiree member contribution rate for each of the fund’s
five largest non-City contributors and for the trustees and/or benefit funds.

The format is provided in Exhibit D. Each fund (Level I and IT) must submit this

analysis as part of its annual reporting submission, due no later than nine months after the
close of its fiscal year,

Directive 12 - Empleyee Benefit Funds - Page 17 February 28, 1997




APPENDIX A
COMPTROLLER'S DIRECTIVE #12

Exhibit A

ADMINISTRATIVE EXPENSE SCHEDULE

DESCRIPTION

1993

1994 1995

Salaries

Fringe Benefits

% of total Administrative Expense

Investment and Custodial Services

Legal

Ageountant

Fees and Commissions - Other

Eent

Travel and Conference

Telephone

Insurance Retention Charges

Office Equipment and Rental

Stationery, Printing, Postage, -
Office Supplies

Insurance

Repairs & Maintenance

Others (Please Describe):

Total Aministrative Expense

Total Bepefit Fund Revenue

% Administrative/Revenue

S Required if Fund has a current year's aperating deficit in excess of five times its fund balance.

Directive 12 - Employee Benefit Funds
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Exhibit A (cont'd)

EXPLANATION OF EXPENSE CATEGORIES

EXPENSE CATEGORY

EXPENSES INCLUDED

Salanes

Salanies, Payroll Taxes, Employment Agency Fees

Fringe Benefits

Employee Fnnge Benefits and Severance Pay

Investment and Custodial Services

Investment Manazement and Custedial Services

Legal

Attorney Fees

Accounting

Accountant Fees

Fees and Commissions - Other

Consulting, Third Party Administrators (e.e. Claims
Processing), Communications and Publicity, Security,
Actuary, Computer Software Design '

Rent

Rent, Utilities, Storage, Building and Moving Expenses

Travel and Conference

Trustee Allowances, Meeting Expenses, Dues,
Subscriptions, Awards, Auto Expenses

Telephone

Telephone and Telegrams

Insurance Retention Charges

Insurance Company Administrative Charge to handle

| benefit payments

bfﬁcé Equipment and Rental

|| Depreciation, Amortization, Computer Hardware,

Furniture and Equipment

Stationery, Printing, Postage, Office
Supplies

Publications, Advenising, Messenger, Petty Cash,
Microfilm, Records, Photocopy, Computer Supplies -

Insurance

Fiduciary Liability, Bonding, Office Insurance

Repairs and Maintenance

Office Cleaning, Repairs and Maintenance

Other

Any other expense that does not fall in above
categonies. Each expense must be listed separately and
described.

Directive 12 - Employee Benefit Funds
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BENEFIT EXPENSE SCHEDULE

APPENDIX A

COMPTROLLER'S DIRECTIVE #12
Exhibit B

BENEFIT DESCRIPTION

IS BENEFIT
INSURED/SELF-
INSURED

COST OF
BENEFIT BENEFIT
FORYEAR | COVERAGE *

* Use key numbers below to indicate coverage categories

1. Membher
2. Spouse
3. Children

Directive 12 - Employee Bengfit Funds
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Exhibit C

BENEFIT FUND
KEY RATIO SCHEDULE

1994 1995

Total Eevenue

Administrative Expense

% of Revenue

Benefit Expense R

95 of Revenue

Total Expense

Net Surplus/(Deficit)

Fund Balance Year-End

9% of Total Revenue
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Repart Number
C 84-202

C 83.203

C 83208

C 34-204

C 85203

CR3-202

C 85-207

C 83-206

C 86-202

C 86-201

C 86-203

C 86-204

C 86-205

C B5-206

C B86-208

CRB6-213

C87-202

Comptroller’s Audit Reports on Benefit Funds
1ssued in Fiscal Years 1985 to 2003

Title
Allicd Building Tnspectors Local 211 - International
Union of Operating Lingineers Welfare Fund

Lacal 144 Civil Service Division Welfare Fund

Parking Enforcement Agents Local 1182
Security Benefits Fund

New York City Local 246 Service Employees
International Union Welfare Fund

Local 300 Service Employees International Union
Civil Service Forum Fmployees Welfare Fund

Cotrection Officers' Benevolent Association, Ing,
Security Benefits Fund

Correction Captains Association
Security Benefits Fund

House Staff Benefits Plan of the Cormmittes
of Interns and Residents

Superior Officets Council of the New York City
Police Department Retiree Health apd Welfare Fund

Uniformed Sanitationmen's Association Retirees
Welfare Fund Local 831

Mew York State Court Clerk's Association Retirees
Security Benefits Fund

Unifortned Fire Qfficers Association - Retired Fire
Officers Family Protection Plan Local 854

Local 858 Tnternational Brotherhood of Teamsters,
OTB Branch Office Managers Welfare Fund

Security Benefit Fund Local 832
International Brotherhood of Teamsters

Doctors Council Welfare Fund

Local 721 Licensed Practical Nurses
Welfare Fund

Hgalth Benefits Fund and the Retires's
Health and Welfare Fund of the Detectives
Endowment Association

APPENIIX C
(Page 1 of 5)

Date Issued
12/14/84

(1/14/85

03/12/85%

04/19/83

02/27/86

04/07/86

06/23/86

07/23/86

10/03/84

10/15/86

10/22/86

11/18/86

05/05/87

(5/08/87

08/11/57

11720487

05/11/8%



Report Number
C 88-200

C B5-203

C §7-203

C 88-205

C 55-201

C 88-207A2

C 88-204

C 88-207B

C 89-205

C 89-203

€ 90-205

C 90-207

C90-202

€ 90-203

 90-209

C90-210

Comptroller’s Audit Reports on Benefit Funds
Tssued in Fiscal Years 1985 to 2003

Title
Patrolmen's Benevolent Association of the City
of New York Retiree Health and Welfare Fund

Local 1182 CW A Parking Enforcement Agents
Welfare Fund

Profeasional Stafl Congress - CUNY Welfare
and Retiree Welfare Funds

Civil Scrvice Bar Association Wellare Fund

1.ocal 333 United Marine Division Welfare and
Retirec Welfare Funds

Housing Patrolmen's Benevolent Association
Welfare and Retiree Welfare Funds - Legal Services

Local 444 Sanitation Officers Association
Welfare and Retiree Welfare Funds

Housing Patrolmen’s Benevolent Association
Welfare, Retirec Welfare and Annuity Funds

Correction Dfficars Benevolent Association
Annuity Fund

Local 1180 Compmunication Workers of America
Security RBenefits and Education Funds -
Benefit Expenditures

WYC Rotirees Welfare Fund

Uniformed Fire Officers Association Family
Protection Plan

Social Service Bmployees Union Local 371
Administeative, Welfare, Legal Services and
Education Funds

Local 211 International Union of Operating

Engineers Allied Building Inspectors
Welfare Fund

Local 2 United Federation of Teachers WF

Local 94 Uniformed Firefighters
Assoc. RWF

APPENDIX C
{(Page 2 of 5)

Date Issued

06/06/88

09/22/88

10/13/88

10/19/88

01/12/89

04/06/89

04/20/89

06/30/89

03/28/90

04/27/90

06/14/90

06/18/90

06/28/90

06/28/90

05/06/91

03/04/91



Report Number
C90-211

591-02

71 93-099

4T3 93-050

FL95-129A

FL93-130A

FRO5-068A

FRO5-115A

FR96-059A

FL926-038A

FL96-1533A

F1.96-178A

FL96-161A

FLO7-077A

Comptroller’s_ Audit Reports on Bepefit Funds
1ssued in Fiscal Years 1985 to 2003

Title
Local 1 Council of Supervisors & Administrators WF

United Probation Officers
Association Welfare and Retitement
Welfare Fund

System Audit Report on the General Controls
for the Health and Welfare Applications of the
Pairolmen's Benevolent Association

Health and Welfare Fund

Patrohmen's Benevolent Association
Healtli and Welfare Fund
(Including the Civil Legal Representation Fund)

Financial & Operating Practices of the
NYC Transit Police Officers Secunity Benefil Fund

Financial & Operating Practices
of Local 858 - Intetnational Brotherhood
of Tearnstars

CUNY Faculty Welfare Fund for Retirees Under
Agreement No. 3080 7/1/93 - 12/31/93

Tlie NYC Board of Education United Federation
of Teachers (UFT) Welfare Fund Payments Under
Agreement (#132)

NYC Police Depattment Welfare Fund Paymemnts for
Active Employees Covered Under Apreements #A.-2145
and #A-2146 - July 1, 1994 to April 7, 1955

Financial and Operating Practices of the Parking
Enforcement Agents Local 1182 Communication Workers
of America Security Benefits Fund

Doctor's Council Welfare Fund

Fraudulent Claims Paid by the Doctors Council
Welfare Fund

Audit Report on the Financial and Operating Practices
of the Local 144 Givil Service Division Welfarc Fund
Tuly 1, 1993 1o June 30, 1994

Andit Report on the Financial and Operating Practices

of the Operating Engineers, Local 30 A-C Municipal Employees

Welfare Fund - July 1, 1994 to June 30, 1995

(Page 3 of 5)

Date Issued

01/23/N

10/22/91

08/30/94

09/02/94

06/20/85

06/0%/93

01/10/95

03/01/95

12/259/935

06/10/96

06/20/96

06/27/96

04/071/97

05/08/97
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Compiroller’s Audit Reports on Benefit Funds
Issued in Fiscal Years 1985 10 2003

Report Number Title Date Issucd
FRO7-128A Audit Report on the NYC Finance Department

Weifare Fund Payments for Active Employees
Covered Under Agreements #A-3412 and #A-3412-1
for the Period from Tuly 1, 1995, to July 26, 1950 06/24/97

FROZ-082F Follow-Up Audit Repott on the NYC Office of Labor Relations
Welfare Fund Retirees Benefit Payments Under Agreements A-1
Through A-127 for the Period March 1996 - August 1996 04/14/98

FRO8-083A Audit Report on Payments Made to Various Welfare Benefit Funds
by the New York City Board of Education, for Active Employees
and Retirees, for the Period Septetnber 1, 1996 to August 31, 1997 06/22/98

FRO&-100A Audit Report on the Financial and Operating Practices of L.ocal 832
International Brotherhood of Teamsters Security Bencfits Fund
Jatmary 1, 1996 to December 31, 1996 06/24/98

FL98-101A Audit Report on the Financial and Operating Practices
of Local 300 Service Employees International
Unijon Civil Service Forum Retiree Welfare Fund
Tuly 1, 1994 - June 30, 1995 06/03/98

FLOZ-000A, Audit Report on the Financial and Operating Practices
of Local 1183 Board of Elections Communication
Workers of America Welfare Fund
Qciober 1, 1994 - September 30, 1995 06/09/98

FLY9E-143A Auvdit Report on the Financial and Operating Practices
of Local 1133 Board of Elections Communication
Workers of America Retiree Fund
October 1, 1994 - September 30, 1993 06/09/98

FL98-194Ab Aodit Report on District Council 37 Benefits Fund Trust
and Affiliated Funds’ Data Processing Preparation
for the Year 2000 03/03/99

FLOO-161A Audit Report on the Financial and Operating Practices
of District Council 37 Education Fund
July 1, 1996 - June 30, 1997 06/30/99

FLOO-074A Audit Report on the Financial and Operating Practices
of the Correction QOfficers’ Benevolent Association
Retirees Welfare Fund
Janvary 1, 1998 — December 31, 1998 06/05/0Q

-
FLOO-075A Audit Repott on the Financial and Operating Practices
of the Cotrection Officers’ Benevolent Association
Welfare Fund

January 1, 1998 — Decomber 31, 1998 06/05/00



Report Number

FL99-162A

FLOO-165A

FMO0-178A

FLOL-095A
FLOL1-024A

FRO1-170A

FLO1-085F

FLO1-084F

FLO2-083A

FLO2-085A

F1.O2-086A

FLO3-087A

FLO3-038A

FLO3-056A

FLO3-131A

Comptroller’s Audit Reports on Benefit Funds
Tssued in Fiscal Years 1985 to 2003

Audit Report on the Financial and Operating Practices
of District Council 37 Health and Security Flan Trust
July 1, 1996 — June 30, 1997

District Council 37 Benelits Fund Truat

International Union of Operating Engineers
Local 891 Welfare Fund

Doctor Council Welfare Fund
Doctors Couneil Retiree Welfare Fund

Housc Staff Benefits Plan and Legal Scrvices
Plan of the Comumittee of Interns and Residents

Board of Elections Local 1183 Communicaticﬁ Workers of
America Retiree Fund

Board of Elections Local 1183 Communication Workers of
America Welfare Fund

Commuitication Workers Association Local 1182 Scourity
Benefits Fund

Detectives Endowrnent Association Health Benefit Fund-
Active Emplovees

Detectives Endowment Association Health Bencfit Fund-
Retirees

Local 300 SETIJ Civil Service Fornm Welfare Fund

Local 300 SEIU Civil Service Forum Retired Employees
Welfare Fund

Sergeant Benevolent Association Health and Welfare Fund

Local 444 Sanitation Officers Security Benefit Fund

APPENDIX C
(Page 5 of 5)

Date Issued

06/12/00

12/22/00

01/26/01
03/02/01

02/02/01
06/26/01
06/22/01
06/22/01
04/12/02
04/23/02

04/26/02

06/10/03

06/10/03
06/30/03

06/30/03
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