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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   February 13, 2008   
 
SUBJECT:  Law Enforcement Plan 
 
 
Attached please find a memo from Segal concerning the recent review of the Law 
Enforcement plan.  As noted in the last actuarial report: 
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2007 Actuarial Valuation -
Law Enforcement with prior Main 
service

 
 
Total Number 
of Active 
Members 
 
Average Age of 
Active 
Members 
 
Average 
Annual Salary 
 
Total Payroll 

2007 
 
 

138 
 
 

41.6 years 
 
 
 

$35,292 
 
 

$4.9 million 

2006
 
 

113 
 
 

42.7 years 
 
 
 

$35,168 
 
 

$4.0 million 

Change
 
 

22.1% increase 
 
  

decrease 
 
 
 

0.4% increase 
 
 

22.5% increase 

 

 
 
Participation in the plan grew 22%, the average age decreased and the assets increased, 
however: 
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February 11, 2008 
 
 
Mr. Sparb Collins 
Executive Director 
North Dakota Public Employees 
  Retirement System 
P.O. Box 1214 
Bismarck, ND 58502 

Re: Asset Transfer for Law Enforcement Members With Prior Main Service 
 North Dakota Public Employees Retirement System 

Dear Sparb: 

The North Dakota PERS assets are currently subdivided for five groups; the Main System, Judges, 
National Guard, Law Enforcement Without Prior Main Service, and Law Enforcement With Prior 
Main Service.  In 2004 an initial asset transfer was made from the Main System to Law Enforcement 
With Prior Main Service to correspond to the transfer of liability that was taking place when the plan 
was set up.  It was the intention of the Board that whenever someone with Main service transferred to 
the Law Enforcement With Prior Main Service a corresponding transfer of assets would take place.  
However, even though members have transferred since 2004, no asset transfers since that initial 
transfer have been calculated or taken place.  This has caused the actuarially determined cost rate for 
the Law Enforcement With Prior Main Service to steadily increase.  The purpose of this letter is to 
provide you with the asset transfer amount that should be made at this time due to those transfers. 

Assumptions 

The initial asset transfer in 2004 was calculated using participant data and actuarial assumptions for 
the Main System from the most recent valuation prior to the transfer.  We have used the same 
procedure for this calculation.  The actuarial assumptions are provided in Exhibit II of the Actuarial 
Valuation report for the North Dakota Public Employees Retirement System. 
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Results 

The total asset transfer calculated at the valuation date prior to transfer and adjusted for interest 
to March 1, 2008, is $3,280,079.  As of the July 1, 2007 valuation, the statutory contribution rate 
for Law Enforcement With Prior Main Service was 8.31% of payroll, while the actuarially 
determined rate was 12.39%.  The change in Unfunded Actuarial Accrued Liability due to this 
asset transfer would cause the actuarially determined rate to decrease by about 4.7%.  There 
would also be a corresponding increase for the Main System of about 0.04%.  The current plan 
provisions are summarized in Exhibit V of the Actuarial Valuation report as of July 1, 2007, for 
the North Dakota Public Employees Retirement System.   

Note that 39 participants in Law Enforcement With Prior Main Service were never in a Main 
System valuation.  All but one of these people had less than a year of total service when they first 
appeared in a Law Enforcement valuation.  We believe these people entered the Main System 
and transferred to the Law Enforcement plan within the same year.  Therefore, we have 
calculated their liability at the prior valuation to be zero.  We believe this is consistent with how 
the transfer calculations have been made in the past.  We have relied on valuation data received 
from North Dakota PERS over the last four years for this calculation. 

If you have any questions concerning this actuarial cost analysis, or if we can be of further assistance, 
please let us know. 

Sincerely, 
 
 
 
Brad Ramirez, FSA, MAAA, EA 
Consulting Actuary 

 

cc: Theodore J. Shively, ASA, MAAA, EA 
 Kurt Schneider, ASA, MAAA, EA 

4037362v1/01640.001 
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Law Enforcement with prior Main 
service - 2006 to 2007
Employer Cost Rate, 2006 12.07%

Plan Experience 0.61%
Effect of maintaining 20-year amortization (0.29)%
Change in Actuarial Assumptions 0.00%

Employer Cost Rate, 2007 12.39%
Employer Rate, 2007 8.31%
Contribution Margin (4.08)%

Contribution margin will be updated following an analysis of 
transfers from the Main plan.

 
 
The required employer contribution rate got greater.   Since the report, we have reviewed 
this with Segal in detail (with the change in actuaries this has taken a little longer).  What we 
have found out is summarized in the attached memo from Brad.  Essentially it means that 
the above contribution margin will change from a -4.08 to a positive .63. 
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   February 13, 2008   
 
SUBJECT:  Proposed Benefit Options 
 
 
Attached please find a matrix of benefit options for consideration as proposed legislation.  At 
the last meeting you approved several of the items.  You will note some of the items are 
being proposed for the other systems as noted by the “yes” in the respective box.  We have 
worked with the Judges benefit committee and the Highway Patrol committee in bringing 
these recommendations to you.  One that is unique to those groups is the proposal to allow 
them to pretax their employee contribution that is in excess of that picked up by the 
employer, row 15.  Estimated savings for the average employee is shown in attachment #1. 
 
The PERS Retiree Committee is recommending increases for retirees as noted in row #1 
and #2 of the attached.  Attachment #2 shows the possible cost of these increases; 
however, please note actuarial work still needs to be completed in order to make these 
estimates more precise.  That work will be done this summer or fall if you elect to submit 
these ideas to the Legislative Employee Benefits Committee.  
 
The committee also reviewed the idea of having a High Deductible Health Plan (HDHP), row 
#3, for premedicare retirees.  Attachments #3, 4 & 5 is the material reviewed.  The 
committee noted that this would only help a few members and only if it was subsidized by 
the plan.  The committee also noted the strong possibilities for adverse selection if this was 
done in a manner that was workable for the retiree.  Therefore, the committee felt the next 
option, row # 4, of changing the statute to have the premedicare single rate set as 125% 
instead of 150% of the active rate would provide the broadest assistance to all retirees.  It 
was noted that was a concern of legislators as well last session in HB 1486 that would have 
reduced this ratio for legislators.   
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Proposed Benefit Options 
 
 
We also discussed at the Board planning meeting in December the possibility of submitting 
legislation that would allow state agencies to provide wellness incentives.  Attachment # 6 is 
a proposed bill draft.  I have routed that draft to OMB and some other entities.  OMB has 
indicated that they and the Governors Office would not support at this time using agency 
funds or staff time in this manner because they do not believe this would be a sound 
investment of taxpayer resources.  Since we have not completed our study and since we 
are still in the initial phases of the wellness program, staff would suggest that we not submit 
this bill this session and wait until we have more information to consider/evaluate this issue 
and share with others for their consideration.  This would mean it would be next session 
before we would return to this subject.   
 
Board Action Requested 
 
Approve including benefit options identified with a “yes” in proposed legislation to be 
submitted to the Legislative Employee Benefits Committee.   



Legislative Employee Benefits Committee 
Proposed Legislative Concepts 
 

Proposed Legislation Main/ Nat Gd/ 
Law Enf 

Judges Highway Patrol Job  
Service 

1. 
2% increase in January 2011  
• Fully paid for in 2009-

2011 
• Estimated cost .91 or less 
• Make political 

subdivisions participation 
optional 

13th check in January of 2010 
• 50% if return is greater 

then 8% & funding ratio at 
market is greater then 
110% 

• 75% if return is greater 
then 9% & funding ratio at 
market is greater then 
110%  

• 100% if return is greater 
then 10% and funding 
ratio at market is greater 
then 110% 

 
 

 
 
 
 
 
 

Yes 

 
 
 
 
 
 

Yes, based on 
available margin 

 
 
 
 
 
 

Yes, 13th check consistent 
with main system. 

 

 

2. 
Increase the Retiree Health 
Credit from $4.50 to $5 
 
 

Yes Yes Yes Yes 
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Proposed Legislation Main/ Nat Gd/ 
Law Enf 

Judges Highway Patrol Job  
Service 

3. 
HDHP for pre-Medicare 
Retirees 

No No No No 

4. 
Change NDCC 54-52.1 for 
pre-Medicare retirees single 
rate from 150% of active rate 
to 125% 

 
Yes 

 
Yes 

 
Yes  

 
Yes 

5. 
Amend the Joint and Survivor 
Option under the Hybrid Plan 
to allow a PERS retiree to 
designate a subsequent 
beneficiary, either after the 
death of the original 
beneficiary or upon a divorce, 
similar to other plans.  

 
 

Approved 

 
 

Yes 

 
 

No, not necessary 

 

6. 
Allow PERS members to 
purchase service credit 
unrelated to other eligible 
service in excess of five years 
(up to an additional five years) 
However, such excess service 
would not be counted towards 
attaining normal retirement 
date under the Rule of 85 (80).  

 
 
 

Approved 

 
 
 

Yes 

 
 
 

Yes 

 

7. 
Eliminate the benefit option 
for surviving spouses of active 
employees whereby unreduced 

 
Approved 

 
 

Yes 

 
 

N/A 
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Proposed Legislation Main/ Nat Gd/ 
Law Enf 

Judges Highway Patrol Job  
Service 

normal retirement benefits are 
payable for 60 months. This is 
a concern for PERS because a 
60-month certain form of 
payment is an eligible rollover 
distribution under IRC 402(c) 
and therefore each monthly 
payment is subject to an 
automatic 20% tax 
withholding, unless the 
surviving spouse elects to 
rollover each payment.  

8. 
Permit members of the Hybrid 
Plan and HP to select a non-
spouse annuitant for the joint 
and survivor annuity benefit 
options (50% and 100%) upon 
retirement.  

 

 
Approved  

Yes Yes  

9. 
Permit members of the Law 
Enforcement and National 
Guard Systems Plan to 
provide an unreduced 50% 
Joint and Survivor benefit as a 
normal form of benefit.  

 
 

Not approved 

 
 

N/A 

 
 

N/A 

 

10. 
Allow participants in the 457 
plan to purchase service credit 
via in-service transfer of their 

 
 
 
 

 
 

N/A 

 
 

N/A 
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Proposed Legislation Main/ Nat Gd/ 
Law Enf 

Judges Highway Patrol Job  
Service 

457 plan account balance 
based on paying only the 
employee and employer 
contribution rate under the 
Hybrid Plan (9.12% of salary 
or wages), rather than full 
actuarial cost to the fund for 
providing the service credit.  
For example for each year a 
member participated in PEP 
they could purchase one 
month of service credit at 
9.12% 

 
Approved 

11. 
Allow participants in the 
Hybrid Plan to purchase a 
graduated benefit. The 
monthly benefit would be 
actuarially reduced depending 
on the annual inflation 
increase the member would 
like to have.  

 
 
 

Approved 

 
 
 

Yes 

 
 
 

Yes 

 

12. 
Allow employers to contribute 
a “bonus” contribution to a 
participant’s 457 plan account.  

 
Not Approved 

   

13. 
Change Rule of 85 to Rule of 
90 
 
 

 
No Action 

  
No 
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Proposed Legislation Main/ Nat Gd/ 
Law Enf 

Judges Highway Patrol Job  
Service 

14. 
Add Legislators to the retiree 
health credit plan 
 
 

 
Advise of option 

   

15. 
Allowing the Judges, Job 
Service and the HP members 
to pretax their employee 
contributions 

  
 

Yes 

 
 

Yes 

 

16. 
Other Changes: 
Allow the employer the option 
of paying health and life 
insurance premiums for 
permanent employees on 
unpaid LOA 
Consider eliminating the 
provision that allows non-
eligible employees to join the 
health plan. 
54-52.1-03.4 – update the 
wording to reflect term 
different then 9 months and 
change “teacher” to “faculty” 
Determine if the HP want to 
allow member to purchase 
other types of previous public 
employment including in-
state, federal & out-of-state.  
  

 
 
 
 
 
 
 

Yes 

 
 
 
 
 
 
 

Yes 

 
 
 
 
 
 
 

Yes 
 
 
 
 
 
 
 
 

Yes, make consistent with 
main system purchase 

provisions. 

 
 
 
 
 
 
 

Yes 
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Proposed Legislation Main/ Nat Gd/ 
Law Enf 

Judges Highway Patrol Job  
Service 

17. 
 
       Revise normal highway patrol 
retirement option from an 
automatic unreduced 50% Joint 
and Survivor provision to a 100% 
automatic unreduced joint and 
survivor provision for surviving 
spouses of retired HP 

  
N/A 

 
 

Yes 

 

18.  
 
 Increase employer paid life       
insurance from $1,300 to $10,000 

Recommended by 
benefits 
committee. Staff 
recommends 
deferring this to 
next session. 

   

19. 
 
Wellness Incentives 

No No No No 

 



NDPERS Highway Patrol Pre-Tax Contributions Example     
          
CURRENT      10.30%    
Monthly  Federal State Social Medicare Retirement Total   
Salary   Tax Tax Security Tax Contribution Paycheck     
$2,000.00  $169.60 $27.80 $0.00 $29.00 $206.00 $1,567.60   
$3,000.00  $254.40 $41.70 $0.00 $43.50 $309.00 $2,351.40   
$4,000.00  $339.20 $55.60 $0.00 $58.00 $412.00 $3,135.20   
$5,000.00  $424.00 $69.50 $0.00 $72.50 $515.00 $3,919.00   

          
PRE-TAX      10.30%    
Monthly Taxable Federal State Social Medicare Retirement Total Paycheck 
Salary Salary Tax Tax Security Tax Contribution Paycheck Increase % 
$2,000.00 $1,794.00 $152.13 $24.94 $0.00 $29.00 $206.00 $1,587.93 $20.33 1.02%
$3,000.00 $2,691.00 $228.20 $37.40 $0.00 $43.50 $309.00 $2,381.90 $30.50 1.02%
$4,000.00 $3,588.00 $304.26 $49.87 $0.00 $58.00 $412.00 $3,175.86 $40.66 1.02%
$5,000.00 $4,485.00 $380.33 $62.34 $0.00 $72.50 $515.00 $3,969.83 $50.83 1.02%

          
          
          
NDPERS Judges Pre-Tax Contributions Example      
          
CURRENT      1%    
Monthly  Federal State Social Medicare Retirement Total   
Salary   Tax Tax Security Tax Contribution Paycheck     
$6,000.00  $508.80 $83.40 $372.00 $87.00 $60.00 $4,888.80   
$7,000.00  $593.60 $97.30 $434.00 $101.50 $70.00 $5,703.60   
$8,000.00  $678.40 $111.20 $496.00 $116.00 $80.00 $6,518.40   
$9,000.00  $763.20 $125.10 $558.00 $130.50 $90.00 $7,333.20   

          
PRE-TAX      1%    
Monthly Taxable Federal State Social Medicare Retirement Total Paycheck 
Salary Salary Tax Tax Security Tax Contribution Paycheck Increase % 
$6,000.00 $5,940.00 $503.71 $82.57 $368.28 $87.00 $60.00 $4,898.44 $9.64 0.16%
$7,000.00 $6,930.00 $587.66 $96.33 $429.66 $101.50 $70.00 $5,714.85 $11.25 0.16%
$8,000.00 $7,920.00 $671.62 $110.09 $491.04 $116.00 $80.00 $6,531.26 $12.86 0.16%
$9,000.00 $8,910.00 $755.57 $123.85 $552.42 $130.50 $90.00 $7,347.66 $14.46 0.16%

 



NDPERS RETIREMENT SYSTEM LEGISLATION COSTS 10/2007

.91% Main System Employer Contribution Increase

24 Month Payroll 4.12% 5.03%
MONTHLY BIENNIAL Employer Employer

GROUP EMPLOYEES PAYROLL PAYROLL Contribution Contribution INCREASE General (48.3%) Other
STATE 7,252 $23,051,516 $553,236,384 $22,793,339 $27,827,790 $5,034,451 $2,431,640 $2,602,811
HIGHER ED 2,724 $6,269,504 $150,468,096 $6,199,286 $7,568,545 $1,369,260 $1,369,260
COUNTY 3,306 $8,590,082 $206,161,968 $8,493,873 $10,369,947 $0 $0
SCHOOLS 4,565 $8,469,903 $203,277,672 $8,375,040 $10,224,867 $0 $0
CITIES 564 $1,485,867 $35,660,808 $1,469,225 $1,793,739 $0 $0
OTHERS 461 $1,182,874 $28,388,976 $1,169,626 $1,427,965 $0 $0

    
TOTAL: 18,872 $49,049,746 $1,177,193,904 $48,500,389 $59,212,853 $10,712,465 $2,431,640 $3,972,071

Political Subdivisions participation is voluntary so only those that elect to do this would have a cost

NDPERS Health Rates July 1, 2009 $.50 Health 
2008 NDPERS Projected 20% Credit Increase Projected

Code Structure Description Billing Rate Increase % Increase 25 YOS Increase % Increase

Medicare Retiree
41 11 1 Medicare only $210.46 $252.55 20.00% $12.50 $240.05 14.06%
42 11 2 Medicare only $410.98 $493.18 20.00% $12.50 $480.68 16.96%
43 11 1 Medicare+Others $618.14 $741.77 20.00% $12.50 $729.27 17.98%
Non-Medicare Retiree      
21 11 Single $475.34 $570.41 20.00% $12.50 $557.91 17.37%
22 11 Family $946.42 $1,135.70 20.00% $12.50 $1,123.20 18.68%
23 11 Family (3+) $1,181.98 $1,418.38 20.00% $12.50 $1,405.88 18.94%

INCREASE



NDPERS 

HIGH DEDUCTIBLE HEALTH PLAN WITH HEALTH SAVINGS ACCOUNTSFOR 
PRE-MEDICARE RETIREES 

RULES AND CONSIDERATIONS 

 
Prepared by Gallagher Benefit Services, Inc.  

November 26, 2007 

 

HEALTH SAVINGS ACCOUNTS (HSAs) 

HSAs are a tax-favored trust or custodial account that “eligible individuals” covered by high-deductible 
health plans (HDHP) can establish to pay for certain medical expenses of the eligible individuals, their 
spouse, and any eligible dependents.  (Note: an eligible dependent means a federal tax dependent).  
Medical expenses include: dental, vision, hearing and other IRC Section 213 expenses. 

Individuals with HDHP coverage can make contributions (subject to statutory limits) and get an “above-the-
line” tax deduction, which means the contributions reduce the individual’s adjusted gross income before any 
itemized or standard deductions.   

Ultimately, HSA funds can escape taxation entirely if they are withdrawn for qualified medical expenses. 

FUNDING 

HSAs may be funded with individual contributions, employer money or a combination of both.  The overall 
deduction limits apply to the total contributions made to the account.  We assume that the contributions to 
the HSA for retirees will be made outside a cafeteria plan.  If that is not correct and NDPERS wants to 
consider using a cafeteria plan, we would need to research further to determine if that is permissible. 

When an employer makes contributions to retirees’ HSA accounts, and the funds are provided outside a 
cafeteria plan, the employer must make available comparable contributions on behalf of all retirees with 
comparable coverage during the same period.  Contributions are considered to be comparable if they are 
either: 

• the same dollar amount or  
• the same percentage of the deductible under the plan. 

 

The categories for comparability are: current full-time employees (30 hours), current part-time employees 
(under 30 hours) and former employees (except COBRA continuation).  Former employees are a separate 
category for comparability testing purposes and the rules give employers flexibility to design retirees’ HSA 
contributions to fit the employer’s goal.  Retirees who become enrolled in Medicare will no longer be eligible. 

An employer cannot control the use of the funds.  Retirees can choose to use HSA funds for medical 
expenses on a tax-free basis or for non-medical purposes on a taxable basis.  No employer limitations are 
allowed. 
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HIGH DEDUCTIBLE HEALTH PLAN WITH HEALTH SAVINGS ACCOUNTSFOR 
PRE-MEDICARE RETIREES 

RULES AND CONSIDERATIONS 

 
Prepared by Gallagher Benefit Services, Inc.  

November 26, 2007 

 

ELIGIBILITY RULES 

To be eligible for an HSA, an individual must satisfy four basic eligibility rules.  The individual must be: 

1. Covered by a qualified High Deductible Health Plan (HDHP) 
2. Not covered by any non-HDHP; and 
3. Not be entitled to Medicare; and 
4. Not be eligible to be claimed as a dependent on another individual’s tax return. 

The eligibility rules work on a monthly basis.  If an individual satisfies all four rules on the first day of the 
month, the individual is eligible for the entire month.  If the individual first satisfies the four rules on the 
second day of the month, the individual becomes eligible on the first day of the following month. 

A HDPH may provide benefits for preventive care that are not subject to the deductible or any coinsurance 
and still remain qualified.  Preventive care that can be covered before the HDHP deductible is satisfied is 
based on the federal definition (not based on specific state definition). 

An individual may be covered under any of the following types of health care plans and still be eligible to 
establish or contribute to an HSA: 

• Dental 
• Vision 
• EAP 
• Hospital Fixed Indemnity (e.g., $50 per day) 
• Specified Disease (e.g., cancer policy) 
• Long Term Care 
• Workers Compensation 
• Property Insurance (e.g., auto) 
• Tort Liability Insurance 

 

The legislation permits a retiree and spouse to establish two HSA accounts if both satisfy the eligibility rules.  
It would not, however, be permissible for one retiree to select family coverage under an HSA plan while his 
spouse elects family coverage under another plan such as an HMO. 
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DESIGN AND FUNDING CONSIDERATIONS 

• Each retiree’s HSA funds must be held in an individual trust or custodial account.  Once deposited, 
HSA funds are non-forfeitable.  An employer can deduct the funds from the retiree’s pension check, 
but it must be post-tax and it must be sent directly to the custodian.  Account holders may select 
their own custodian, or, for ease of administration, an employer may choose to identify a limited 
number of custodians for the participants to select from.   

• Qualified expenses also include premiums for the following specified plans and situations: COBRA 
premiums, qualified Long Term Care policies, retiree plan contributions (the amount a retiree must 
pay for coverage under the employer’s retiree health plan), Medicare Part B, Part D and Medicare 
Advantage premiums for individuals 65 or older (not individuals under 65 who have Medicare).  
Medigap premiums are not qualified medical expenses. 

• The account holder may use funds from the HSA to cover qualified medical expenses that were 
incurred any time after the HSA account was established.  HSA funds can be used to pay expenses 
for a prior year.   

• An individual can deduct his/her contributions on Form 1040 even if he/she cannot itemize. 

• The tax deduction for medical expenses on Form 1040 is only amounts in excess of 7.5% of 
adjusted gross income – the 7.5% rule does not apply to the HSA. 

• Neither the employer nor the trustee/custodian can put restrictions on HSA withdrawals (except for 
rules such as one withdrawal per month or a minimum withdrawal such as $50).  While the individual 
can use the HSA funds for any purpose, a nonqualified distribution will result in taxable income plus 
a 10% penalty (with exception for death and disability). 

• An HSA account is an individual account.  There are no joint HSA accounts.  This may be important 
to an older group of where many will be eligible for catch-up contributions.  For example, if both 
husband and wife are age 57 and HSA eligible, they both can make the catch-up contribution but 
would need separate accounts to do so. (See HDHP and HSA Dollar Limits in the following section). 

• An employer that chooses to make HSA contributions can do so on an annual basis or more 
frequently.   

• HSAs generally are not subject to COBRA or HIPAA.  Retirees are solely responsible for 
determining whether their HSA distributions are eligible for tax-free treatment and must maintain 
adequate records to substantiate such determination. 
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• The tax code and regulations contain specific rules about what is a qualified HDHP.  Many insurance 
companies have high deductible health plans that will not qualify under IRS rules.  See below for 
2008 IRS values. 

• Employer contributions must satisfy comparability rules.  

• State insurance laws need to be considered when designing HDHPs.  State insurance may dictate 
minimum coverage requirements. We have not researched whether North Dakota allows federally 
qualified HDHP to avoid mandated minimum benefits that require payment prior to deductibles being 
satisfied. Without such a State exemption, qualified HDHP/HSAs cannot be offered. 

• Individuals who are entitled to Medicare are not eligible to establish or contribute to an HSA.  
Entitled means actually covered under any part of Medicare – Part A, Part B, or a Medicare 
Advantage plan.  Individuals who are eligible for Medicare, but not enrolled not enrolled, may 
establish and contribute to an HSA account. 

• Implementation of a consumer-driven health care program takes time and planning.  Legal 
requirements for the design and adoption of a HDHP must be satisfied.  Switching from a traditional 
health plan to high-deductible coverage is a significant change.  Communication and information are 
vital in the effort to reassure employees and encourage them to take an active role in the 
management of their health care expenses.  Employers must be willing to expend the time and 
resources necessary to design the initial employee communications and ongoing education to 
support the new program. 

• Because of the potential for adverse selection against HDHP by those that perceive themselves to 
be healthy enough to make a high deductible plan financially attractive, we do not recommend that 
plan sponsors such as NDPERS mix funding methodologies. If the base medical plan is insured, 
such as is currently the case with NDPERS, we would recommend that the HDHP be insured and 
not self-funded. 

• As mentioned above, all expenses except those that qualify as preventative under the federal 
regulations must be subject to the HDHP deductible before payment. This includes prescription 
drugs. Retirees must keep this requirement in mind when deciding whether to select a HDHP. 
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HDHP and HSA IRS Dollar Limits 
 
Official values for 2008 issued by the IRS. 
 

Component 2008 
HDHP Deductible  
     Single $1,100 
     Family $2,200 
HDHP Out-of-Pocket  
     Single $5,600 
     Family $11,200 
Statutory Maximum HSA Contribution   
     Single $2,900 
     Family $5,800 
     Catch-up (55-64)* $900 

* amount set by law, not indexed 
 
 
 
 
 

The intent of this report is to provide you with general information regarding the status of, and/or potential 
concerns related to, your current employee benefits environment.  It does not necessarily fully address all 
of your specific issues.  It should not be construed as, nor is it intended to provide, legal advice.  Questions 
regarding specific issues should be addressed by your general counsel or an attorney who specializes in 
this practice area. 

 





Carrier To Be Determined

Plan Features:(4) Basic (self-referral or 
Out-of-State)

PPO High Deductible Health 
Plan (HDHP) (5)

-Per Person $400 $400 $1,100
-Per Family $1,200 $1,200 $2,200
Copayment for Physician Office Visits (no limit) $30 $25 10%
Copayment for Emergency Room $50 $50 10%
Coinsurance  on all covered services EXCEPT Physician Office Visits 75/25 80/20 10%

Individual $1,250 $750 $4,500
Family $2,500 $1,500 $9,000

Individual $1,650 $1,150 $5,600
Family $3,700 $2,700 $11,200

Copayment $5 $5 Not covered
Coinsurance ($1,000 maximum per person per benefit period, covered at 100% after 
$1,000 maximum is met)

15% 15% Not covered

-Copayment $20 $20 Not covered
-Coinsurance ($1,000 maximum per person per benefit period, covered at 100% after 
$1,000 maximum is met)

25% 25% Not covered

-Copayment $25 $25 Not covered
-Coinsurance 50% 50% Not covered

Mammography Screening (age 40 and over once per benefit period) Not covered 0% Not covered

Premium Total Cost - Current (end of COBRA or new Coverage)

HDHP (6) HSA Contribution 
Limits 2008 (7)

  Single $380.26 $2,900
  Family (two) $757.12 $5,800

Premium Total Cost 
HDHP (6a) HSA Contribution 

Limits 2008 (7)
  Single $397.50 $2,900
  Family (two) $955.00 $5,800
Premium Total Cost

HDHP (6b) HSA Contribution 
Limits 2008 (7)

  Single $324.58 $2,900
  Family (two) $779.22 $5,800

(5) HDHP deductible and out-of-pocket dollar limits for 2008.

(7) Health Savings Account annual contribution limits do not include catch-up of $900 (age 55-64). 

Blue Cross Blue Shield of North Dakota - Dakota Plan

Prescription Non-Formulary Drug

Preventive Screening (4)

CURRENT NON-MEDICARE RETIREES

Blue Cross Blue Shield of North Dakota - Dakota Plan - 
CURRENT COBRA 

Prescription Formulary Brand-Name Drug (3)

$475.32

Deductible for All Services

Annual Out-of-Pocket Maximums Deductible and Coinsurance (2)

$324.58
$779.22

North Dakota PERS
Plan Features - Comparisons

DAKOTA PLAN / HIGH DEDUCTIBLE HEALTH PLAN (HDHP) / HEALTH SAVINGS ACCOUNT (HSA)

Prescription Formulary Generic Drug

Annual Coinsurance Maximum

$946.40

Blue Cross Blue Shield of North Dakota - Dakota Plan

(6, 6a and 6b) HDHP premium is estimated three ways - first at 80% of the NM Retiree cost (6), second at 125% of the current Active Employee Rates (6a) and third at the current COBRA rates 

Blue Cross Blue Shield of North Dakota - Dakota Plan - 
CURRENT ACTIVE EMPLOYEES

$318.00
$764.00

(4) Benefits are representative samples only, not all inclusive. Assumes preventive care is not covered under the HDHP.

(1) Out-of-Network coverage is at Basic level under Dakota Plan.

(3) For each 30-day supply of 100 units of an authorized maintenance drug or non-prescription diabetic supplies under Dakota Plan. 
(2) Office visit and emergency room copayments and prescription drug copayments and coinsurance are additional under Dakota Plan.
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Carrier To Be Determined
Basic (self-referral or 

Out-of-State)
PPO HDHP

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 1 visit) $30.00 $25.00 $100.00
Prescriptions (generic drugs)
  Single fill- ($47 - 1 prescription fill) $7.05 $7.05 $47.00
  Maintenance-  ($47 each fill - 12 fills) $84.60 $84.60 $564.00
Out-of-Pocket (considers plan OOP maximums) $521.65 $116.65 $1,111.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 5 visits) $150.00 $125.00 $500.00
Prescriptions (generic drugs)
  Single fill- ($47 - 3 prescription fills) $21.15 $21.15 $141.00
  Maintenance- ($47 each fill - 12 fills each -  2 prescriptions) $169.20 $169.20 $1,128.00
Outpatient surgery ($7,000 total cost - 1 visit) $1,650.00 $1,150.00 $3,831.00
Out-of-Pocket (considers plan OOP maximums) $2,390.35 $1,465.35 $6,000.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 12 visits) $360.00 $300.00 $1,200.00
Prescriptions (generic drugs)
  Single fill- ($47 each fill - 4 prescription fills) $28.20 $28.20 $188.00
  Maintenance- ($47 each fill - 12 months - 4 prescriptions) $338.40 $338.40 $2,256.00
Inpatient Hosp stay (1 stay $35,000) $1,650.00 $1,150.00 $1,956.00
Emergency Room (1 visit $2,500) $0.00 $0.00 $0.00
Out-of-Pocket (considers plan OOP maximums) $2,776.60 $1,816.60 $6,000.00

Annual EE contribution / premium $4,563.07

Low Utilizer $521.65 $116.65 $1,111.00
Medium Utilizer $2,390.35 $1,465.35 $6,000.00

High Utilizer $2,776.60 $1,816.60 $6,000.00

*Calculation below includes an 
estimated 20% tax savings on 

$2,900 contribution -$580
Low Utilizer $6,225.49 $5,820.49 $5,094.07

Medium Utilizer $8,094.19 $7,169.19 $9,983.07
High Utilizer $8,480.44 $7,520.44 $9,983.07

North Dakota PERS
Plan Design Comparisons - Single Coverage

Blue Cross Blue Shield of North Dakota

LOW UTILIZER Out-of-Pocket

Out-of-Pocket and Premium (Using 80% of Non-Medicare Retiree) Cost Estimates

$5,703.84

Annual out-of-pocket claim costs for person with single coverage

Annual out-of-pocket costs (premium and plan design) for person with single coverage

*HSA Maximum Single Contribution 2008 (available only with HDHP) - $2,900 (not including catch-up)

MEDIUM UTILIZER Out-of-Pocket

HIGH UTILIZER Out-of-Pocket
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Carrier To Be Determined
Plan Basic (self-referral or 

Out-of-State)
PPO HDHP

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 2 visits) 1 Employee, 1 Spouse $60.00 $50.00 $200.00
Prescriptions 
  Single fill- ($47 - 3 prescriptions) 1 Employee, 2 Spouse $21.15 $21.15 $141.00
  Maintenance- ($47 each fill - 12 fills) Employee $84.60 $84.60 $564.00
Out-of-Pocket $565.75 $155.75 $1,305.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 10 visits) 5 Employee, 5 Spouse $300.00 $250.00 $1,000.00
Prescriptions (generic drug) 
  Single fill- ($47 - 8 prescription fills) 4 Employee, 4 Spouse $56.40 $56.40 $376.00
  Maintenance-  ($47 each fill -12 months - 3 prescriptions) 2 Employee, 1 Spouse $253.80 $253.80 $1,692.00
Outpatient surgery ($7,000 total cost - 1 visit) - Employee $1,650.00 $1,150.00 $7,000.00
Emergency Room ($2,500 total cost - 1 visit) - Spouse $50.00 $50.00 $1,132.00
Out-of-Pocket $2,710.20 $1,760.20 $11,600.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 20 visits) 10 Employee, 10 Spouse $600.00 $500.00 $2,000.00
Prescriptions (generic drugs) 
  Single fill-  ($47 - 20 prescription fills) 10 Employee, 10 Spouse $141.00 $141.00 $940.00
  Maintenance-  ($47 each fill 12 months - 6 prescriptions) 3 Employee, 3 Spouse $507.60 $507.60 $3,384.00
Inpatient Hosp stay ($35,000 total cost) Employee $1,650.00 $1,150.00 $4,876.00
Emergency Room ($2,500 each visit - 3 visits) - Spouse $50.00 $50.00 $0.00
Out-of-Pocket $2,948.60 $2,348.60 $11,600.00

Annual EE contribution / premium $9,085.44

Low Utilizer $565.75 $155.75 $1,305.00
Medium Utilizer $2,710.20 $1,760.20 $11,600.00

High Utilizer $2,948.60 $2,348.60 $11,600.00

*Calculation below includes an 
estimated 20% tax savings on 

$5,800 contribution -$1,160
Low Utilizer $11,922.55 $11,512.55 $9,230.44

Medium Utilizer $14,067.00 $13,117.00 $19,525.44
High Utilizer $14,305.40 $13,705.40 $19,525.44

*HSA Maximum Family Contribution 2008 (available only with HDHP) - $5,800 (not including catch-up)

LOW UTILIZER Out-of-Pocket

MEDIUM UTILIZER Out-of-Pocket

HIGH UTILIZER Out-of-Pocket

$11,356.80

North Dakota PERS
Plan Design Comparisons - Family (Two Party) Coverage

Out-of-Pocket and Premium (Using 80% of Non-Medicare Retiree) Cost Estimates
Blue Cross Blue Shield of North Dakota

Annual out-of-pocket claim costs for person with family coverage

Annual out-of-pocket costs (premium and plan design) for person with family coverage
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Carrier To Be Determined
Basic (self-referral or 

Out-of-State)
PPO HDHP

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 1 visit) $30.00 $25.00 $100.00
Prescriptions (generic drugs)
  Single fill- ($47 - 1 prescription fill) $7.05 $7.05 $47.00
  Maintenance-  ($47 each fill - 12 fills) $84.60 $84.60 $564.00
Out-of-Pocket (considers plan OOP maximums) $521.65 $116.65 $1,111.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 5 visits) $150.00 $125.00 $500.00
Prescriptions (generic drugs)
  Single fill- ($47 - 3 prescription fills) $21.15 $21.15 $141.00
  Maintenance- ($47 each fill - 12 fills each -  2 prescriptions) $169.20 $169.20 $1,128.00
Outpatient surgery ($7,000 total cost - 1 visit) $1,650.00 $1,150.00 $3,831.00
Out-of-Pocket (considers plan OOP maximums) $2,390.35 $1,465.35 $6,000.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 12 visits) $360.00 $300.00 $1,200.00
Prescriptions (generic drugs)
  Single fill- ($47 each fill - 4 prescription fills) $28.20 $28.20 $188.00
  Maintenance- ($47 each fill - 12 months - 4 prescriptions) $338.40 $338.40 $2,256.00
Inpatient Hosp stay (1 stay $35,000) $1,650.00 $1,150.00 $1,956.00
Emergency Room (1 visit $2,500) $0.00 $0.00 $0.00
Out-of-Pocket (considers plan OOP maximums) $2,776.60 $1,816.60 $6,000.00

Annual EE contribution / premium $4,770.00

Low Utilizer $521.65 $116.65 $1,111.00
Medium Utilizer $2,390.35 $1,465.35 $6,000.00

High Utilizer $2,776.60 $1,816.60 $6,000.00

*Calculation below includes an 
estimated 20% tax savings on 

$2,900 contribution -$580
Low Utilizer $6,225.49 $5,820.49 $5,301.00

Medium Utilizer $8,094.19 $7,169.19 $10,190.00
High Utilizer $8,480.44 $7,520.44 $10,190.00

North Dakota PERS

Annual out-of-pocket claim costs for person with single coverage

Plan Design Comparisons - Single Coverage
Out-of-Pocket and Premium ( Using 125% of Active) Cost Estimates

Annual out-of-pocket costs (premium and plan design) for person with single coverage

HIGH UTILIZER Out-of-Pocket

MEDIUM UTILIZER Out-of-Pocket

Blue Cross Blue Shield of North Dakota

LOW UTILIZER Out-of-Pocket

* The HSA Maximum Single Contribution for 2008 (available only with HDHP) is $2,900 (not including catch-up).  

$5,703.84
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Carrier To Be Determined
Plan Basic (self-referral or 

Out-of-State)
PPO HDHP

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 2 visits) 1 Employee, 1 Spouse $60.00 $50.00 $200.00
Prescriptions 
  Single fill- ($47 - 3 prescriptions) 1 Employee, 2 Spouse $21.15 $21.15 $141.00
  Maintenance- ($47 each fill - 12 fills) Employee $84.60 $84.60 $564.00
Out-of-Pocket $565.75 $155.75 $1,305.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 10 visits) 5 Employee, 5 Spouse $300.00 $250.00 $1,000.00
Prescriptions (generic drug) 
  Single fill- ($47 - 8 prescription fills) 4 Employee, 4 Spouse $56.40 $56.40 $376.00
  Maintenance-  ($47 each fill -12 months - 3 prescriptions) 2 Employee, 1 Spouse $253.80 $253.80 $1,692.00
Outpatient surgery ($7,000 total cost - 1 visit) - Employee $1,650.00 $1,150.00 $7,000.00
Emergency Room ($2,500 total cost - 1 visit) - Spouse $50.00 $50.00 $1,132.00
Out-of-Pocket $2,710.20 $1,760.20 $11,600.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 20 visits) 10 Employee, 10 Spouse $600.00 $500.00 $2,000.00
Prescriptions (generic drugs) 
  Single fill-  ($47 - 20 prescription fills) 10 Employee, 10 Spouse $141.00 $141.00 $940.00
  Maintenance-  ($47 each fill 12 months - 6 prescriptions) 3 Employee, 3 Spouse $507.60 $507.60 $3,384.00
Inpatient Hosp stay ($35,000 total cost) Employee $1,650.00 $1,150.00 $4,876.00
Emergency Room ($2,500 each visit - 3 visits) - Spouse $50.00 $50.00 $0.00
Out-of-Pocket $2,948.60 $2,348.60 $11,600.00

Annual EE contribution / premium $11,460.00

Low Utilizer $565.75 $155.75 $1,305.00
Medium Utilizer $2,710.20 $1,760.20 $11,600.00

High Utilizer $2,948.60 $2,348.60 $11,600.00

*Calculation below includes an 
estimated 20% tax savings on 

$5,800 contribution -$1,160
Low Utilizer $11,922.55 $11,512.55 $11,605.00

Medium Utilizer $14,067.00 $13,117.00 $21,900.00
High Utilizer $14,305.40 $13,705.40 $21,900.00

HIGH UTILIZER Out-of-Pocket

$11,356.80

LOW UTILIZER Out-of-Pocket

Annual out-of-pocket claim costs for person with family coverage

*HSA Maximum Family Contribution 2008 (available only with HDHP) - $5,800 (not including catch-up)

Blue Cross Blue Shield of North Dakota

North Dakota PERS
Plan Design Comparisons - Family (Two Party) Coverage

Out-of-Pocket and Premium (Using 125% of Active) Cost Estimates

Annual out-of-pocket costs (premium and plan design) for person with family coverage

MEDIUM UTILIZER Out-of-Pocket
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Carrier To Be Determined
Basic (self-referral or Out-

of-State)
PPO HDHP

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 1 visit) $30.00 $25.00 $100.00
Prescriptions (generic drugs)
  Single fill- ($47 - 1 prescription fill) $7.05 $7.05 $47.00
  Maintenance-  ($47 each fill - 12 fills) $84.60 $84.60 $564.00
Out-of-Pocket (considers plan OOP maximums) $521.65 $116.65 $1,111.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 5 visits) $150.00 $125.00 $500.00
Prescriptions (generic drugs)
  Single fill- ($47 - 3 prescription fills) $21.15 $21.15 $141.00
  Maintenance- ($47 each fill - 12 fills each -  2 prescriptions) $169.20 $169.20 $1,128.00
Outpatient surgery ($7,000 total cost - 1 visit) $1,650.00 $1,150.00 $3,831.00
Out-of-Pocket (considers plan OOP maximums) $2,390.35 $1,465.35 $6,000.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 12 visits) $360.00 $300.00 $1,200.00
Prescriptions (generic drugs)
  Single fill- ($47 each fill - 4 prescription fills) $28.20 $28.20 $188.00
  Maintenance- ($47 each fill - 12 months - 4 prescriptions) $338.40 $338.40 $2,256.00
Inpatient Hosp stay (1 stay $35,000) $1,650.00 $1,150.00 $1,956.00
Emergency Room (1 visit $2,500) $0.00 $0.00 $0.00
Out-of-Pocket (considers plan OOP maximums) $2,776.60 $1,816.60 $6,000.00

Annual EE contribution / premium $3,894.96

Low Utilizer $521.65 $116.65 $1,111.00
Medium Utilizer $2,390.35 $1,465.35 $6,000.00

High Utilizer $2,776.60 $1,816.60 $6,000.00

*Calculation below includes an 
estimated 20% tax savings on 

$2,900 contribution -$580

Low Utilizer $6,225.49 $5,820.49 $4,425.96
Medium Utilizer $8,094.19 $7,169.19 $9,314.96

High Utilizer $8,480.44 $7,520.44 $9,314.96

*HSA Maximum Single Contribution 2008 (available only with HDHP) - $2,900 (not including catch-up)

LOW UTILIZER Out-of-Pocket

MEDIUM UTILIZER Out-of-Pocket

HIGH UTILIZER Out-of-Pocket

$5,703.84

North Dakota PERS
Plan Design Comparisons - Single Coverage

Out-of-Pocket and Premium (Using COBRA Rates) Cost Estimates
Blue Cross Blue Shield of North Dakota

Annual out-of-pocket claim costs for person with single coverage

Annual out-of-pocket costs (premium and plan design) for person with single coverage
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Carrier To Be Determined
Plan Basic (self-referral or 

Out-of-State)
PPO HDHP

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 2 visits) 1 Employee, 1 Spouse $60.00 $50.00 $200.00
Prescriptions 
  Single fill- ($47 - 3 prescriptions) 1 Employee, 2 Spouse $21.15 $21.15 $141.00
  Maintenance- ($47 each fill - 12 fills) Employee $84.60 $84.60 $564.00
Out-of-Pocket $565.75 $155.75 $1,305.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 10 visits) 5 Employee, 5 Spouse $300.00 $250.00 $1,000.00
Prescriptions (generic drug) 
  Single fill- ($47 - 8 prescription fills) 4 Employee, 4 Spouse $56.40 $56.40 $376.00
  Maintenance-  ($47 each fill -12 months - 3 prescriptions) 2 Employee, 1 Spouse $253.80 $253.80 $1,692.00
Outpatient surgery ($7,000 total cost - 1 visit) - Employee $1,650.00 $1,150.00 $7,000.00
Emergency Room ($2,500 total cost - 1 visit) - Spouse $50.00 $50.00 $1,132.00
Out-of-Pocket $2,710.20 $1,760.20 $11,600.00

Routine Mammogram ($400 includes reading) Routine expenses not covered under this 
HDHP $400.00 $0.00 $400.00
Office visits- ($100 each visit - 20 visits) 10 Employee, 10 Spouse $600.00 $500.00 $2,000.00
Prescriptions (generic drugs) 
  Single fill-  ($47 - 20 prescription fills) 10 Employee, 10 Spouse $141.00 $141.00 $940.00
  Maintenance-  ($47 each fill 12 months - 6 prescriptions) 3 Employee, 3 Spouse $507.60 $507.60 $3,384.00
Inpatient Hosp stay ($35,000 total cost) Employee $1,650.00 $1,150.00 $4,876.00
Emergency Room ($2,500 each visit - 3 visits) - Spouse $50.00 $50.00 $0.00
Out-of-Pocket $2,948.60 $2,348.60 $11,600.00

Annual EE contribution / premium $9,350.64

Low Utilizer $565.75 $155.75 $1,305.00
Medium Utilizer $2,710.20 $1,760.20 $11,600.00

High Utilizer $2,948.60 $2,348.60 $11,600.00

*Calculation below includes an 
estimated 20% tax savings on 

$5,800 contribution -$1,160
Low Utilizer $11,922.55 $11,512.55 $9,495.64

Medium Utilizer $14,067.00 $13,117.00 $19,790.64
High Utilizer $14,305.40 $13,705.40 $19,790.64

*HSA Maximum Family Contribution 2008 (available only with HDHP) - $5,800 (not including catch-up)

LOW UTILIZER Out-of-Pocket

MEDIUM UTILIZER Out-of-Pocket

HIGH UTILIZER Out-of-Pocket

$11,356.80

North Dakota PERS
Plan Design Comparisons - Family (Two Party) Coverage

Out-of-Pocket and Premium (Using COBRA Rates) Cost Estimates
Blue Cross Blue Shield of North Dakota

Annual out-of-pocket claim costs for person with family coverage

Annual out-of-pocket costs (premium and plan design) for person with family coverage
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