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Presentation Overview 

• Legislative directives and Board strategic planning discussion 
 

• Comparison of approved benefit design projections 
• Initial projection:  February 1st (Shared with Board on February 4th) 

• New projection:  March 14th  
 

• Outlook for 2013-15 and 2015-17 Fiscal Bienniums 
 

• Comparison of Board approved design to baseline forecast 
 

• Summary 
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Legislative Directives and Guidance 

 Examine the issue, costs and mechanics of 
moving to a calendar year 

 Find savings through wellness programs, 
Medicare Advantage plans, alternative plan 
designs, or other resources 

 

 

 Any savings and available cash reserves may 
be used to offer a premium-free plan option 
to employees for FYs 2012 & 2013.  Premium 
free option required no later than July 1, 2013 

 Strive to keep all premiums low by finding 
savings through wellness programs, Medicare 
Advantage plans, alternative plan designs, or 
other resources 
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SB 323 [State Health Plan Changes SL 2011-85] and HB 578 [State Health Plan 
Changes SL 2011-96] set out certain requirements and authority for the Plan: 
  Conversion will begin July 1, 2013; operate on 

Calendar Year basis in 2014 

 Board approved benefit design to include 
wellness programs & incentives, Medicare 
Advantage options, and a new Consumer 
Directed Health Plan expected to save nearly 
$350 million over the next four years 
 

 Basic 70/30 PPO option offered to active 
employees on a premium free basis since June 
1, 2011 and will continue to be available through 
calendar year 2015 

 Board approved benefit design will lower the 
average annual premium increases for 
employees & retirees and the State over the next 
four years 



BOT Strategic Planning Discussions 

 

 Improve the health and wellness of Plan 
members 

 
 Need to “bend” the health care cost curve to 

promote long term financial sustainability of 
the Plan and affordability for Plan members 
 
 

 Increase member engagement and 
accountability  
 

 Incent and reward healthy behaviors to 
provide members with opportunities to reduce 
their out-of-pocket expenses 
 

 Increase choice and flexibility by offering 
more benefit options 

 

100% coverage of preventive services 
(80/20, CDHP, Medicare Advantage) 
 
Actions taken reduce four year average 

increase in employer contributions to 5.7% 
annually; saves $165M over next two fiscal 
bienniums, with $132M savings to General 
Fund 
 
Implement smoker and wellness premium 

surcharges 
 
Provide premium credits for healthy activities 

and reduce copays for using primary care 
and high quality, lower cost providers 
 
Offer Consumer Directed Health Plan and 

Medicare Advantage-PDP 
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Overarching Themes and Goals 
 

Actions Taken 
 



Board Approved Plan Design 

• Effective January 2014: 
 

• Convert to calendar year 
 

• Offer Medicare Advantage with an integrated prescription drug program (MA-
PDP) to Medicare retirees 
 

• Offer a consumer directed health plan (CDHP) to active employees and non-
Medicare retirees 
 

• Implement Board’s Wellness Design for the 80/20 Plan and CDHP 
 

• Maintain premium free 70/30 Plan option for active employees and retirees 
 

• Increase target stabilization reserve from 7.5% to 9.0% of claims by December 
2015 
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Forecast Assumptions in Both Projections 
Initial Projection vs. Updated Projection 

• Overall trend assumption of 8.5% 
 

• Membership trends 
• 1% annual decrease in actives 
• 1% annual increase in retirees 

 
• Elimination of EGWP + Wrap pharmacy benefit effective January 1, 2014 

 
• Enhancements to behavioral health and dental benefits effective July 1, 2013 

 
• Short plan year from July 1-December 31, 2013 

 
• Premium increases shift to January 1st of each year 

 
• Affordable Care Act reinsurance fee 
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Forecast Assumptions Changed/Revised in the Update 
Initial Projection vs. Updated Projection 

• Membership based on actual December 2012 counts (instead of 
September 2012) 
 

• Anticipated claims expenditures based on actual experience through 
December 2012 (instead of through September 2012) 
 

• Investment earnings assumption reduced 
 

• Administrative costs adjusted to reflect more recent Plan projections 
 

• Timing of pharmacy claims payments and rebates were aligned with 
current expectations 
 

• Pharmacy rebate amounts were increased for 2013 and 2014 
 

• Timing of payments for ACA reinsurance fee were adjusted 
 

• Assumptions for the wellness design were refined 
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Comparison of Board Approved Plan Design Projections 
Initial Projection vs. Updated Projection 

Initial 
Projection 
(Segal 02-01-13) 

Updated 
Projection 
(Segal 03-14-13) 

Difference 

Premium Increases 
  FB 2013-15 4.7% 2.7% (2.0%) 

  FB 2015-17 10.4% 12.7% 2.3% 

Employer Contribution Increases 
  FY 2013-14 $56.1 m $32.4 m ($23.7 m) 

  FY 2014-15 $170.2 m $97.8 m ($72.4 m) 

  Total $226.3 m $130.2 m ($96.1 m) 
General Fund Increases 
  FY 2013-14 $44.8 m $25.9 m ($18.9 m) 

  FY 2014-15 $136.2 m $78.2 m ($58.0 m) 

  Total $181.0 m $104.1 m ($76.9 m) 
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Projected Total State Contributions for Health Benefits 
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• The Board approved benefit design is expected to save the state $165 million over the 
next four years, including $132 million in General Fund appropriations. 
 

• Employees and retirees are expected to save $34 million in premium contributions. 
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Board Approved Benefit Design Baseline Forecast

Average Annual Percentage Increase 
 

Board Approved Plan = 5.7% 
Baseline Plan = 7.8% 



Projected State Health Plan Expenses 
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Board Approved Benefit Design Baseline Forecast

Average Annual Percentage Increase 
 

Board Approved Benefit Design = 6.8% 
Baseline Forecast = 8.5% 

• The board approved benefit design is expected to reduce Plan expenses by $638 million, 
including $600 million in claims costs and $38 million in administrative expenses. 



Summary 
• The benefit design approved by the Board at the February 4th meeting meets 

goals set by the General Assembly and the Board’s objectives 
 

• Factoring in recent experience and refining the projection assumptions reduced 
the January 1, 2014 premium increase initially projected for the approved benefit 
design 

 

• Required premium increase for 2013-15 Fiscal Biennium under the approved 
design is lower than previously forecasted 
 

• Required premium increase for 2015-17 Fiscal Biennium under the approved 
design is higher than previously forecasted 
 

• Relative to the baseline forecast, the Board’s approved benefit design: 
• Requires a higher premium increase for 2013-15 Fiscal Biennium  
• Requires a lower premium increase for 2015-17 Fiscal Biennium  
• Saves the state $165 million in employer contributions over the next four years 
• Reduces Plan expenses by more than $600 million over the next four years 
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CY 2014 Benefit Plan Options  
Approved by Board of Trustees 
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Availability of Benefit Plan Offerings by Subscriber Status 
 
 
 

Note:  Final calendar year 2014 benefit plan offerings are subject to change pending 
funding by the NC General Assembly 

Current New Current Current

Basic Buy-Up Pharmacy Medicare Part D
70/30 80/20 Benefit Prescription 
Plan Plan Plan Drug Plan

Subscriber Status "Traditional" "Wellness" "Wellness" Base Buy-Up "Traditional" "EGWP + Wrap"

Active Employees Yes Yes Yes No No 3 Yes No

Non-Medicare Retirees Yes Yes Yes No No 3 Yes No

Medicare Primary Retirees Yes No No Yes Yes 3 Yes No

Employee/Retiree Premium? No Yes No No Yes

Employee/Retiree Wellness 
Premium Surcharge?

No Yes Yes No No

MA-PDP

Applies to 70/30, 
80/20 and CHDP 

Plans

Drug Coverage

Modified Calendar Year 2014 
Plan Offerings for Consideration

New New

Number 
of 

Options

Consumer 
Directed Medicare Advantage with

Health Plan Prescription Drug Plan
CDHP
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Initial Projection 
(Segal 2-1-13) 
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Updated Projection 
(Segal 3-14-13) 
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