NDPERS BOARD MEETING ............

ND Association of Counties

1661 Capitol Way
gen a Fargo Location:

BCBS, 4510 13" Ave SW

March 19, 2009 Time: 8:30 AM

l. MINUTES
A. February 19, 2009

. GROUP INSURANCE
. BCBSND — (Information)
. Health Dialog Report — BCBS Staff (Information)
. Health Plan — Sparb (Board Action)
. Wellness Program Subcommittee — Kathy (Board Action)
. New COBRA Provision in Economic Stimulus Legislation — Sparb
(Information)
. Surplus/Affordability Update — Bryan (Information)
. 2008 EAP Utilization — Bryan (Information)

[ll. RETIREMENT
A. Asset Allocation Study — SEI (Board Action)
B. Graduated Benefit Option — Sparb (Board Action)
C. Retirement Update — Sparb (Information)

IV. DEFERRED COMPENSATION
A. 405(a) and 457 Companion Plan 4™ Quarter Reports — Bryan (Information)

V. MISCELLANEOUS
. Audit Committee Minutes November 2008 — (Information)
. Audit Committee Charter Activity Review — (Information)
. 2009 Business Plan — (Information)
. Legislative Update — (Information)
. SIB Agenda

Any individual requiring an auxiliary aid or service must contact the NDPERS ADA
Coordinator at 328-3900, at least 5 business days before the scheduled meeting.




North Dakota Sparb Collins
Public Employees Retirement System Executive Director

400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

Memorandum

TO: PERS Board
FROM: Sparb

DATE: March 11, 2009
SUBJECT: BCBS

Representatives from BCBS will be at the next Board meeting to discuss the organization’s

commitments to NDPERS in light of the recent developments with the insurer.



North Dakota Sparb Collins
Public Employees Retirement System Executive Director

400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

Memorandum

TO: PERS Board

FROM: Sparb

DATE: March 11, 2009
SUBJECT: Health Dialog Report

Representatives from BCBS will be at the Board meeting to review the Health
Dialog Report with the Board.



North Dakota Sparb Collins
Public Employees Retirement System Executive Director

400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

WMemorandum

TO: PERS Board
FROM: Sparb & Bryan
DATE: March 11, 2009
SUBJECT: Health Plan

At the last meeting we heard from BCBS that the February reprojection did not yield any
further adjustment on the rates and we also approved moving forward with the change to
the Medicare plan subject to final approval on the rates. At this meeting we need to do that
final approval. We will examine this in two steps, first the active and pre-Medicare rates and
second the Medicare retiree rates.

Active and Pre Medicare Retiree Rates

Attachments #1 and #2 are the final active and pre-Medicare retiree rates. Several items to
note:

1. The difference between #1 and #2 is if we maintain the same plan for Medicare
retirees or if we go to the Plan “F” lookalike.

2. The state rate has been reduced by 1 cent to accommodate Higher Educations
request for a rate that is divisible by 2 due to their twice monthly payroll

3. The pre Medicare rate matches the requirements in NDCC 54-52.1-02.

4. The rates reflect the elimination of the EPO, the $3.40 in benefit reductions and the
$7.88 in wellness benefit enhancements referenced below:

NDPERS Health Plan 2009-2011 Benefit Reductions:

Well Child Care Copays $1.02
PT/OT/ST Copays $1.06
Maintenance Drug Copays $1.32

Total $3.40



NDPERS Health Plan 2009-2011 Wellness Additions:

$200 Screening Benefit $5.84
HPV Vaccine $0.36
Zoster Vaccine $0.30
Tetanus Vaccine $0.20
Influenza Vaccine $0.10
Chiropractic Copay Standardization $0.24
LRD Obesity Visit $0.72
7 Well Child Care Visits $0.12
Subtotal $7.88
Circumcisions $0.18
My Health Center $0.72
Total $8.78

5. Not included in the attached rates is the cost of several bills (HB 1204 & SB 2272)
that require benefit changes. As discussed at the last meeting if these bills are
passed their cost will be paid from reserves rather then premium for the 2009-2011
biennium.

6. Added to the rates will be the 1% for those employers not having an employer based
wellness program.

7. First and second year rates for new political subdivisions will be developed off of
these rates once approved.

8. Also note the rate category “EPO only” for political subdivisions is going away so their
rates will be going up by about 34%. All political subdivisions will now have the same
rate

Board Action Requested:

Approve the attached active/pre-Medicare rate distribution (recognizing this will change
slightly depending on the next decision).

Retiree Rates

Several years ago our retiree plan rates were composed of a single rate and a family rate.

In 2006 the Medicare Part D program started and it provided a specific subsidy for
prescription drugs for each member on the contract. In November of 2005 you reviewed the
options in Attachment #3 relating to how to apply that subsidy. The Board selected option 4
which was to deduct it from the family premium based upon the number of people in the
contract. To accomplish this we set up rates for Medicare contracts with 1 person, 2 people,
3 people and 4 people. Based upon this method the rates for this group for 2009 would be
as follows (this does not reflect the change to Plan “F”):



Table 1 — Current Plan rates for 2009
NDPERS

MEDICARE RATES RX
Contracts Medical Part-D Jul-09 % Inc
1 medicare only 3025 $125.98 $63.70 $189.68 -12.89%
2 medicare only 1472 $243.34 $127.40 $370.74 -12.89%
3 medicare only 6 $258.68 $191.10 $449.78 -11.48%
4 medicare only 1 $159.06 $254.80 $413.86 -7.92%
1 medicare + others 326 $457.98 $63.70 $521.68 -16.59%
2 medicare + others 7 $358.34 $127.40 $485.74 -14.30%
3 medicare + others 0 $258.70 $191.10 $449.80 -11.48%
4837

The new rates for the Medicare Plan F lookalike product would be the following (based upon

increasing the rates by an equal percent):

Table 2 — Plan “F” lookalike rates — uniform increase methodology

NDPERS

MEDICARE RATES RX 1.049732
Contracts Medical Part-D Adjusted % Inc
1 medicare only 3025 $164.89 $63.70 $228.59 4.97%
2 medicare only 1472 $319.34 $127.40 $446.74 4.97%
3 medicare only 6 $342.29 $191.10 $533.39 4.97%
4 medicare only 1 $217.01 $254.80 $471.81 4.97%
1 medicare + others 326 $592.84 $63.70 $656.54 4.97%
2 medicare + others 7 $467.57 $127.40 $594.97 4.97%
3 medicare + others 0 $342.29 $191.10 $533.39 4.97%
4837 $1,571,496

However, BCBS has noted that in using this method the medical portion of the premium

paid for each of these groups is:



Table 3 (Table 1 less Rx premium)

Current Plan Design:
NDPERS
MEDICARE RATES

Contracts Medical

1 medicare only 3025 $125.98
2 medicare only 1472 $243.34
3 medicare only 6 $258.68
4 medicare only 1 $159.06
1 medicare + others 326 $457.98
2 medicare + others 7 $358.34
3 medicare + others 0 $258.70
4837

Table 4 (table 2 less Rx)

Medicare Plan F lookalike:

NDPERS
MEDICARE RATES

Contracts Medical

1 medicare only 3025 $164.89
2 medicare only 1472 $319.34
3 medicare only 6 $342.29
4 medicare only 1 $217.01
1 medicare + others 326 $592.84
2 medicare + others 7 $467.57
3 medicare + others 0 $342.29
4837

As you will note the above method causes:

1. The medical portion of the premium does not increase in a uniform relationship to the
number of members on the plan.
2. The medical premium is actually lower for 4 Medicare members than 3.



Therefore, BCBS is suggesting an option the Board may want to consider which would be
setting the medical rate based upon the number of members in the contract instead of the
average (or having one family contract). This would mean the rates for this group would be:

Table 5 - Plan “F” lookalike - medical rates reflect # of members on contract

NDPERS
MEDICARE RATES

1 medicare only
2 medicare only
3 medicare only
4 medicare only
1 medicare + others
2 medicare + others
3 medicare + others

RX BCBS
Contracts Medical Part-D Med SupF % Inc

3025 $167.80 $63.70 $231.50 6.31%
1472 $332.80 $127.40 $460.20 8.13%
6 $497.80 $191.10 $688.90 35.58%
1 $662.80 $254.80 $917.60 104.16%
326 $495.24 $63.70 $558.94 -10.63%
7 $660.24 $127.40 $787.64 38.97%
0 $825.24 $191.10 $1,016.34 100.02%

4837 $1,571,497

As you will note modifying the methodology would result in a fairly dramatic increase for
some participates but the premium cost would increase proportionally to the number of
members on the contract. To deal with the situation an option would be to grandfather them
into the old method and apply the new method to new members. This would result in a
slight increase in premiums for some categories.



Table 6 — Premiums based on number of members and grandfathering 14 members who
would have a rate increase greater then 35% - as shown below they are broken out at the
bottom with an increase of between 5% and 9%.

NDPERS
MEDICARE RATES RX BCBS
Contracts Medical Part-D Med SupF % Inc

1 medicare only 3025 $168.16 $63.70 $231.86  6.48%
2 medicare only 1472 $333.52 $127.40 $460.92 8.30%
3 medicare only 0 $498.88 $191.10 $689.98 35.79%
4 medicare only 0 $664.24 $254.80 $919.04 104.48%
1 medicare + others 326 $496.28 $63.70 $559.98 -10.47%
2 medicare + others 0 $661.64 $127.40 $789.04 39.21%
3 medicare + others 0 $827.00 $191.10 $1,018.10 100.37%

4823 $1,563,422
3 medicare only 6 $354.62 $191.10 $545.72  7.40%
4 medicare only 1 $217.64 $254.80 $472.44 5.11%
2 medicare + others 7 $491.64 $127.40 $619.04 9.22%
3 medicare + others 0 $354.66 $191.10 $545.76 7.41%

14 $8,626
4,837 $1,572,048

Board Action Requested:

1. Determine if the Medicare plan will transition to the plan “F” lookalike.

2. If plan “F” is approved, should the premium be trended forward by an even percent or
transitioned to reflect the number of members on the contract?

3. If we elect to change the rates to reflect the number of members should we
grandfather those people in the rate categories that would have large increases?



Attachment #1

Current Benefits Design

Rate Structure A

Rates for Jul/2009 - Jun/2011

For Anyone Enrolled Prior to July/2009

(1) (6) 7) (8) Increase
Jan-09 (3)-(4)+(5) (6)+(7) From
NDPERS Total Medicare Total Total NDPERS 05-07
Billing Health PartD  BCBSND Paidto  NDPERS Billing Billing
Rate Code Struct Description Premiums Premiums Premiums BCBSND Retention Rate Rate
Non-Medicare Retiree
$475.34 21 11 Single $600.94 $598.14 $2.80 $600.94 26.4%
$946.42 22 11 Family $1,201.88  $1,199.08 $2.80 $1,201.88 27.0%
$1,181.98 23 11 Family (3+) $1,502.34 $1,499.54 $2.80 $1,502.34 27.1%
COBRA
$480.51 24 11 Single $600.94 $598.14 $14.82 $612.96 27.6%
$961.00 25 11 Family $1,201.88  $1,199.08 $26.84 $1,225.92 27.6%
$1,201.27 26 11 Family (3+) $1,502.34 $1,499.54 $32.84 $1,532.38 27.6%
State Contracts with Wellness Program
Active (Flat Single
$658.08 1-3 2 S/F/Dual $825.96 $823.16 $2.80 $825.96 25.5%
COBRA
$324.58 4 2 Single $400.62 $397.82 $10.81 $408.63 25.9%
$779.22 5 2 Family $963.06 $960.26 $22.06 $982.32 26.1%
Part-Time/Temporary/LOA
$318.30 6 2 Single $400.62 $397.82 $2.80 $400.62 25.9%
$764.02 7 2 Family $963.06 $960.26 $2.80 $963.06 26.1%
Political Subdivision Rates with Wellness Program
Active EPO/PPO/Basic
$339.56 1 4 Single $426.68 $423.88 $2.80 $426.68 25.7%
$817.58 2 4 Family $1,029.60 $1,026.80 $2.80 $1,029.60 25.9%
COBRA
$346.27 4 4 Single $426.68 $423.88 $11.32 $435.20 25.7%
$833.85 5 4 Family $1,029.60 $1,026.80 $23.38  $1,050.18 25.9%
Active EPO/Basic
$316.30 1 6 Single $426.68 $423.88 $2.80 $426.68 34.9%
$760.86 2 6 Family $1,029.60 $1,026.80 $2.80 $1,029.60 35.3%
COBRA
$322.54 4 6 Single $426.68 $423.88 $11.32 $435.20 34.9%
$77599 5 6 Family $1,029.60 $1,026.80 $23.38  $1,050.18 35.3%




Attachment #2

Medicare Plan F Option

Rate Structure A

For Anyone Enrolled Prior to July/2009
Rates for Jul/2009 - Jun/2011

(1) (6) (7) (8) Increase
Jan-09 (3)-(4)+(5) (6)+(7) From
NDPERS Total Total NDPERS 05-07
Billing BCBSND Paidto = NDPERS Billing Billing
Rate Code Struct Description Premiums Premiums Premiums BCBSND Retention Rate Rate
Non-Medicare Retiree
$475.34 21 11 Single $600.08 $597.28 $2.80 $600.08 26.2%
$946.42 22 11 Family $1,200.16 $1,197.36 $2.80 $1,200.16 26.8%
$1,181.98 23 11 Family (3+) $1,500.20 $1,497.40 $2.80 $1,500.20 26.9%
COBRA
$480.51 24 11 Single $600.08 $597.28 $14.80 $612.08 27.4%
$961.00 25 11 Family $1,200.16 $1,197.36 $26.80 $1,224.16 27.4%
$1,201.27 26 11 Family (3+) $1,500.20 $1,497.40 $32.80 $1,530.20 27.4%
State Contracts with Wellness Program
Active (Flat Single
$658.08 1-3 2 S/F/Dual $825.66 $822.86 $2.80 $825.66 25.5%
COBRA
$32458 4 2 Single $400.06 $397.26 $10.80 $408.06 25.7%
$779.22 5 2 Family $962.84 $960.04 $22.06 $982.10 26.0%
Part-Time/Temporary/LOA
$31830 6 2 Single $400.06 $397.26 $2.80 $400.06 25.7%
$764.02 7 2 Family $962.84 $960.04 $2.80 $962.84 26.0%
Political Subdivision Rates with Wellness Program
Active EPO/PPO/Basic
$339.56 1 4 Single $424.96 $422.16 $2.80 $424.96 25.2%
$817.58 2 4 Family $1,026.62 $1,023.82 $2.80 $1,026.62 25.6%
COBRA
$346.27 4 4 Single $424.96 $422.16 $11.30 $433.46 25.2%
$833.85 5 4 Family $1,026.62 $1,023.82 $23.32 $1,047.14 25.6%
Active EPO/Basic
$316.30 1 6 Single $424.96 $422.16 $2.80 $424.96 34.4%
$760.86 2 6 Family $1,026.62 $1,023.82 $2.80 $1,026.62 34.9%
COBRA
$322.54 4 6 Single $424.96 $422.16 $11.30 $433.46 34.4%
$77599 5 6 Family $1,026.62 $1,023.82 $23.32 $1,047.14 34.9%
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