
 
 

 
 
  
 
 
 
 
 
 
 

 
I. Health Plan Renewal – Sparb (Board Action) * Executive Session  
 
II. Part D Renewal – Sparb (Board Action) 
 
III. Telehealth – Sparb (Board Action)  

 

 
 
 
 
 
 
 
 
 
 
 
*Executive Session pursuant to NDCC §44-04-19.1(9) and §44-04-19.2 to discuss 

negotiating strategy or provide negotiating instructions to its attorney or other negotiator. 

 
 

 
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. 

Bismarck Location: 
ND Association of Counties 

1661 Capitol Way 

Fargo Location:  
Sanford Health Plan 

1749 38
th

 Street South 

 

Time:  8:30 a.m. September 8, 2016  



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
TO:    PERS Board    
 
FROM:   PERS/Deloitte     
 
DATE:   September 8, 2016 (Updated September 9, 2016) 
 
SUBJECT:  Sanford Health Plan Renewal  
 
 
*Executive Session pursuant to NDCC §44-04-19.1(9) and §44-04-19.2 to discuss 
negotiating strategy or provide negotiating instructions to its attorney or other negotiator. 
 
Pursuant to NDCC 54-52.1-05 (2) we can renew with Sanford Health Plan for the 2017-19 
biennium if: 
 

a. The board may renew a contract subject to this subsection without soliciting a bid 
under section 54-52.1-04 if the board determines the carrier's performance under 
the existing contract meets the board's expectations and the proposed premium 
renewal amount does not exceed the board's expectations. 
b. In making a determination under this subsection, the board shall: 

(1) Use the services of a consultant to concurrently and independently prepare 
a renewal estimate the board shall consider in determining the 
reasonableness of the proposed premium renewal amount. 
(2) Review the carrier's performance measures, including payment accuracy, 
claim processing time, member service center metrics, wellness or other 
special program participation levels, and any other measures the board 
determines relevant to making the determination and shall consider these 
measures in determining the board's satisfaction with the carrier's 
performance. 
(3) Consider any additional information the board determines relevant to 
making the determination. 

c. If the board determines the carrier's performance under the existing contract does 
not meet the board's expectations or the proposed premium renewal amount 
exceeds the board's expectations and the board determines to solicit a bid under 
section 54-52.1-04, the board shall specify its reasons for the determination to 
solicit a bid.   

To accomplish the above we need to: 
 

I. Have our consultant do a renewal estimate (b.1 above). 
II. Review the carrier’s performance measures, payment accuracy, etc. (b.2 above) 

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377  
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III. Identify and consider other information relevant to making a determination (b.3 
above) 
 

Considering what other information we should review during the renewal, last March we 
looked to the statute for general plan placement criteria and found the following criteria that 
we decided to use in the renewal as well.   

 
1. The economy to be affected. 
2. The ease of administration. 
3. The adequacy of the coverages. 
4. The financial position of the carrier, with special emphasis as to its solvency. 
5. The reputation of the carrier and any other information that is available tending to 
show past experience with the carrier in matters of claim settlement, underwriting, and 
services. 

 
This last spring we decided: 
 

a. To contract with Deloitte to help us with the renewal and to do the estimate required 
in 54-52.1-05 (2)(b)(1).   

b. To have Sanford do a survey of our members (see Exhibit II) and to have Deloitte do 
an audit of Sanford to help us respond to 54-52.1-05 (2)(b)(2) (see Exhibit III)  

c. To look to the general review criteria 54-52.1-04 for guidance in responding to 54-
52.1-05(2)(b)(3).  Those criteria are: 

1. The economy to be affected. 
2. The ease of administration. 
3. The adequacy of the coverages. 
4. The financial position of the carrier, with special emphasis as to its 
solvency. 
5. The reputation of the carrier and any other information that is available 
tending to show past experience with the carrier in matters of claim settlement, 
underwriting, and services. 

 
At the August 26 meeting Sanford presented to you their renewal proposal (Exhibit I).  In 
this memo staff and Deloitte will review their findings based upon the above statutory 
guidance.  In addition we will provide you some background on some general items relating 
to the renewal but that are not specifically related to Sanford’s performance.   The following 
is the outline for this memo and our presentation on September 8.  
 
 
1 Review Economic/ Policy Environment 
2 Review PERS Funded position and expected funded position 
3 Review of Contract Performance Measures 
4 Review the Carrier's payment accuracy, claims processing time 
5 Review the Carrier's member service center metrics 
6 Review the Carrier's wellness participation measures 
7  Review the Carrier's special program participation levels  
8 Review member survey results 
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a) Use the services of a consultant to concurrently and independently 
prepare renewal estimate the board shall consider in determining the 
reasonableness of the proposed premium renewal amount. 

 
b) Administrative Costs 
 

10 

Other areas to consider 
a) Pharmacy 
b) Network 
c) Discounts 
d) Member out of pocket 
e) Funding for other programs 

 
f) Explanation of Benefits (EOB) 
g) Cost effect of ACA fees on fully insured plans 

 h) Employer & member participation 
  

11 
a) The economy to be affected 
b) The ease of administration. 
c) The adequacy of coverages (see other items the board may want to consider) 
d) The financial position of the Carrier 

 
 
In reviewing the above areas, we have provided information from the previous carrier’s 
performance and compared it to the existing carrier in order to provide you a perspective on 
how the transition is progressing. We have utilized this similar approach in the past to 
provide a perspective on other transitions (dental, vision, life, Companion Plan). Please note 
that these should not be viewed as direct comparisons since different methodologies and 
techniques were used by the existing and previous carriers and, therefore while we can get 
a general perspective from the information it is not an equivalent comparison. PERS/Deloitte 
staff will also offer an observation by rating each as follows: 
  

• Satisfactory – activities are  moving as expected 
• Improvement   - areas can be improved 
• Concern – there are certain issues or activities that are of concern to the future 

direction of the plan 
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GENERAL CONSIDERATIONS RELATING TO THE PERS 
HEALTH PLAN 

 
1.  Economic and Policy Environment.  

 
Two general areas of consideration are offered in this area as we contemplate how to move 
forward with the health plan for 2017-2019 biennium. The first is the economic/fiscal 
situation of our participating employers/employees and the second is legislative changes 
that may affect our plan and employers/members going forward.    
 
Economic Considerations 
 
The fiscal situation for our participating employers has deteriorated substantially in the last 
six to twelve months. The state has done an across the board general fund reduction of 
4.0% followed by another 2.5% reduction.  The projections for revenue for the next 
biennium are not optimistic either.  In addition the Governor called a special session of the 
legislature which used the last $75 million in the rainy day fund and $100 million in profits 
from the Bank of North Dakota to get us through the remainder of this biennium.  The 
following is the forecast for 2015-2017: 
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Estimated for 2017-19 are being done at this time but are not very optimistic either.  
Considerable belt tightening is expected.   
 
STAFF OBSERVATION:  Concern:  Strong concern of how this will affect our planning for 
the plan – existing requirements for plan funding may no longer be applicable. 
 
 
Policy Considerations 
 
Two proposed pieces of legislation are expected to be introduced in the next couple of 
weeks for consideration by interim committees. 
 
The first bill was introduced at the September 1 Legislative Employee Benefits Programs 
Committee.  This bill will require the PERS Board to bid the health plan every two years and 
would not allow the Board to consider a renewal.  By way of history the Board has done the 
following: 
 
 2016 – Renewal 
 2014 – Full Bid 
 2012-   Fully Insured Bid only 
 2010 -  Fully Insured Bid only 
 2008 -  Renewal 
 2006 -  Renewal 

2004 – Full Bid 
 

The bill has an emergency provision on it and therefore could become effective this 
biennium. 
 
The second bill is being submitted to the Legislative Health Care Reform Committee and 
would eliminate the requirement that the state pay the full cost of employees’ single and 
family premium.  Discussion associated with this bill indicate some thinking that the state 
would freeze its existing funding of the health plan, which would mean that any increase 
would have to be paid by transfer of costs to employees in premium contributions or 
increased out of pocket expenses 
 
STAFF OBSERVATION:   Concern:  Strong concern since this will require significant 
changes in our plan design and our approach to providing this benefit.  
 
 

2. PERS Funded Position and Expected funded position  
 
PERS Existing Funded Position - Reserves 
 
Attachment #1 is a detailed discussion of the existing funded position/reserves.  The 
following is a table showing those reserves: 
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Balance as of: 

 
 
Health Insurance  

Early Retiree 
Reinsurance Program 
(ERRP) 

 
 
Life Insurance 

7/1/2007 $1,540,648 $0 $2,155,769 
7/1/2009 $5,581,737 $0 $2,421,873 
7/1/2011 $5,943,183 $1,726,189 $2,468,533 
7/1/2013 $42,651,594 $2,735,616 $2,490,265 
7/1/2015 $42,925,033 $0 $2,491,063 
7/1/2016 (estimate) 
 

$41,253,000 
 

$0 $2,516,000 

 
PERS has been successful in developing adequate reserves to insure that the program has 
sound financing going forward.   
 
PERS Expected Funded Position - Reserves 
 
The future expected funded position for PERS is going to deteriorate going forward.  
Specifically: 
 

$41,253,000 Estimated balance 
(3,000,000) Less deposit currently held by BCBS for the 2013-15 biennium, at risk until 7/1/2017          
(3,000,000) Less deposit currently held by SHP for the 2015-17 biennium, at risk until 7/1/2019 

  (3,000,000) Risk deposit for 2017-19 contract period 
  (2,800,000) Retention for administrative expenses for July 2016 – June 2019 
 $29,453,000 
 
The reason for the above is three fold: 
 

1. ACA Fees – As discussed at the August Board meeting, the ACA fees for the 2013-
2015 biennium are coming in higher than expected.  This means we will lose from the 
our $3 million deposit currently held by BCBS for the 2013-15 biennium which is at risk 
until 7/1/2017 plus the $4 million expected gain for the 2013-15 biennium. In total, the 
ACA fees are expected to be about $18 million for the biennium. With the amount 
included in premium and the above noted redirection of funds, we will be able to pay 
the ACA fees but it will reduce our available reserves.  Please note that when the 
ACA fees were projected we had little direct information from the Federal 
Government on what the fees would be and no historical record to look at since they 
were new. 
 

2. Gain/ Loss Agreement in Contract.  – We are expected to lose $3 million this 
biennium due to the losses Sanford is taking on our plan.  Our contract provides that 
if the plan takes a loss we share 50/50 in first $6 million.  It is expected that Sanford 
will take a $40 to $60 million loss on our plan which means we will lose the full $3 
million.  If we look back on the history of how this provision has performed in previous 
agreements we find: 
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The above history shows that the largest loss PERS has taken in the past is 50% of 
the $3,100,000 which is the largest total loss the plan had taken. In the previous 
periods it was limited to $500,000 each.  This biennium will be the largest loss the 
plan has taken under this arrangement.  

 
3. No Positive Settlement.  If the plan has a gain under our agreement we get funds 

back.  Due to the losses by Sanford this time we will not be getting any funds back 
which in the past helped our reserves to grow.  The history of these settlements is: 

 

 
 
Please note that the projected 2013-15 gain on the above table is no longer accurate 
with the higher than expected ACA fees which would reduce the total to about $65 
million.   
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Using the projection that Deloitte has done, we asked them what the plan may have 
gained if we would have been using our old fee schedule instead of the Sanford 
schedule.  The following is that projection: 
 

 
Total net premium to pay claims for the biennium will be approximately $579,791,000.  The 
difference is $18 million.   

 
 

In addition to the above deterioration of PERS Reserves, it is also likely that the State will 
consider using some or all of our reserves to help pay the cost of the plan for the next 
biennium.  The following is an example of how the reserves could be used: 
 

Reserve Use Option Approximate savings Effect on 
Grandfathered status 

 Plan remains fully insured – use reserves to buy down the 
premium for one biennium (would need 3 million to 
maintain contract leaving about 29.5 million in health 
(after estimated expenses except ACA fees) and 2.5 million 
in Life which would require legislation) 

.57% for each 5M in 
buydown None 
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STAFF OBSERVATION:   Concern – Our reserves our dropping instead of increasing.  It is 
also likely that under the fully insured arrangement the State will use some or all of the 
remaining reserves to fund the plan. 

 
 

REVIEW CRITERIA 54-52.1-05 (2) RELATING TO THE 
PERS HEALTH PLAN RENEWAL 

 
3. Review of Contract Performance Measures (from the Deloitte 

Report) 
 
 Deloitte Consulting reviewed 14  performance guarantees agreed to by NDPERS and 
Sanford. Sanford provided documentation and calculation methodology for each of the 
guarantees and Deloitte Consulting was given the opportunity to review and ask questions 
of Sanford’s representatives. Additional information was requested for some calculations 
and Sanford provided the required documentation. Overall, Deloitte Consulting did not have 
concerns about Sanford’s calculation methodology for meeting NDPERS guarantee criteria.  
Based on the performance guarantee review, Deloitte Consulting found that Sanford had 
sufficiently exceeded most performance guarantees due thus far and is using acceptable 
calculation methodology to determine their compliance with each guarantee. 
 
Staff Observation:  Satisfactory –Deloitte review is positive. 
 
 

4. Review of Carrier Payment Accuracy, Claims Processing 
Time (from Deloitte report) 

 
Sanford provided documentation for all of the 218 claims requested and Deloitte Consulting 
evaluated all claims provided. Accuracy rates and turnaround time calculations based on 
the claims sample are noted in the table below.  
 
There were five payment errors with $1,139.79 in absolute payment errors. Three 
overpayments totaled $1,064.41 and two underpayments totaled $75.38. One claim had a 
procedural error which did not affect claim payment. Sanford agrees to all identified errors.  
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BCBS Q1 2015 Executive Summary Standards 
       Goal    Measure 

 
 
Staff Observation:  Satisfactory Claims accuracy meets standards. 

 
5. Review of Carrier Member Service Metrics 

 
As noted above this survey information cannot be considered a direct comparison since 
different methodologies and different sample sizes, etc. were used. Therefore, this should 
be considered as a general perspective from two different sources of information only. 
 
In contrasting the Sanford call center satisfaction  at about 70% compared to BCBS which 
94-98% we note a difference but in addition it should be noted that BCBS used a dedicated 
unit for PERS whereas with Sanford it is handled through a general unit.  Also the Sanford 
information comes from a transition year whereas the BCBS did not.  
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Sanford satisfaction with call center follow-up is at about 68%, compared to 95% for 
BCBS. 
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Sanford customer service treated member with ‘courtesy’ is at 91% compared to 99% for 
BCBS.   
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Sanford customer service is ‘knowledgeable’ is at 78% compared to 97% for BCBS.  Here 
again it needs to be noted that this was in a transition year for Sanford whereas it was not 
with BCBS.  Also as noted above, BCBS had a dedicated PERS unit with years of 
experience whereas the Sanford center was a general unit new to PERS.     
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Sanford customer service is ‘clear and complete’ is at 77% compared to 97% for BCBS.   
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Staff Observation: Improvement.  Improvements can be made in this area.  Maybe we 
need to consider going back to a dedicated call center.  
 
6. Wellness Participation & Performance 

 
Overall, Sanford has responded to NDPERS requirements related to the NDPERS wellness 
program, including both the employer based wellness program (1% premium discount) and 
the employee wellness incentive ($250 benefit).   
 
Related to the employer based wellness program, SHP has expanded their staffing in their 
wellness division to include 3 wellness specialists that service both the eastern and western 
portions of the state.  These specialists provide assistance and education to the wellness 
coordinators designated within the NDPERS wellness employers.  They also conduct onsite 
meetings at employer worksites.  Since July 1, they have conducted 229 meetings with 
3,318 attendees.  In comparison, in 2014, BCBS presented at 132 employer worksites with 
a total of 3,497 members in attendance.   They provide a monthly coordinator update, 
conduct monthly coordinator webinars and provide flyers/posters for the focus of each 
month.  In June, they conducted their first coordinator summer workshop across the state.  
There were 9 workshops held with 102 coordinators in attendance.  They have also 
dedicated a communication specialist to prepare employee and employer communications.  
Overall, they have continued the services that were provided by BCBS to ensure that the 
employer based wellness program continues to provide services that meet the needs of our 
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employers.  This is reflected in consistent employer wellness participation levels since the 
transition to SHP. 
 
The employee wellness incentive was transitioned to Sanford with a focus to continue the 
benefit through the two existing means, the health club credit (renamed fitness center 
reimbursement) and the online wellness portal.  The fitness center reimbursement 
transitioned with little disruption.  However, NDPERS staff did experience comments from 
the wellness coordinators and members regarding the online wellness portal, bWell, that 
was available through SHP.  The comments were fairly consistent that the membership did 
not like the new portal, the services offered and felt that it was a step backwards from the 
previous carrier’s portal experience with HealthyBlue.  Having heard these concerns, 
Sanford disabled the bWell platform as of December 31, 2015 and launched a more robust 
platform, Novu, on April 1, 2016. Initial enrollments indicate that members are utilizing the 
new portal more.  NDPERS has received some member feedback that the former 
HealthyBlue portal is still preferred, but overall, NDPERS staff feels that the Novu portal 
provides better services than the former bWell platform. There was an issue following 
implementation regarding individuals receiving amounts exceeding the $250 as they 
redeemed with both BCBS and SHP in 2015, but upon review, SHP identified these 
individuals and applied the exceeded dollars to 2016 plan year incentives to ensure that the 
plan did not over-compensate individuals for the benefit. 
 
The following are statistics related to the wellness performance measurements under BCBS 
as reported on their Q4-2014 Executive Summary: 
 

Measure Goal As of 12/31/2014 
HRA completions 17% 22% 

HRA Score 5% point increase in the 2013 – Goal 55 60 
HealthyBlue –
incentives paid 

10% increase over 2013 incentives paid 
– Goal = $581,798 

$722,906 

Health Club Credit 10% increase over 2013 member 
receiving credit – Goal = 2,177 

1950 (missed) 

 
In recognition that Sanford would be transitioning the employee wellness incentive mid-year, 
the performance measures were modified.  The following are statistics related to the 
wellness performance measurements under SHP as reported on their Q4-2015 Executive 
Summary: 
 

Measure Goal As of 12/31/2015 
HRA completions 10% 17.7% 
bWell participation 10% 10.8% 

Fitness Center 
Reimbursement 

1,950 1857 (missed) – final 
reporting pending 

 
Sanford has provided information related to participation in the new online portal, Novu, 
since its launch on April 1 and also information on the fitness center reimbursements made 
in August 2016.  The following is as of August 29, 2016: 
 

• 7,664 members have logged onto Novu site 
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• 6,850 members have completed their HRA (health risk assessment) 
• 1,690 members have received fitness center reimbursements (August 2016) 

The following information is taken from the Member Survey full report and is regarding 
results related to wellness questions: 
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Staff Observation:  Satisfactory.  Sanford has met expectations regarding the employer 
wellness program and employee wellness incentive. 
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7. Review of Carrier Special Program Participation Levels 
 
 
         Date           
     Reported*  Carrier   Participants              
 
Tobacco Cessation Program  June 2015       BCBS   122 

     August 2016           SHP      89 
  

      
Accordant Care    March 2015  BCBS         295 
     August 2016    SHP    505  
 
About the Patient    June 2015  BCBS     207 
     June 2016     SHP      294 
  
 
Healthy Pregnancy   March 2014        BCBS        210 
     August 2016     SHP              497 
 
Life Advocate Program   March 2015  BCBS                 15 
     August 2016     SHP         90 
 
Medical Home    March 2015   BCBS               90% 
     June 2016     SHP              36.5%
  
 
* Participation reported for BCBS is generally based on 24 months of data; the SHP data is based on 
12-15 months of data. 
Based upon the above: 

• Participation in the tobacco cessation program appears to be increasing for 
the time period reported. This may be due to the implementation of a debit 
card by SHP for the purchase of prescriptions. 

• Medical Home participation is lower; however, for the first year the 
performance measure was adjusted to 30% which was exceeded and the 
participation in this program will be continue to be reported to the Board on a 
quarterly basis for its review and assessment. 

• The About the Patient diabetes program appears to be increasing for the time  
period reported.  This may be due to the implementation point-of-sale 
processing by ESI for diabetic medications and supplies.  Previously, 
members paid for these products out-of-pocket and filed for reimbursement of 
the copays.  Now the copays are waived at the time of purchase which is more 
convenient and efficient for the member.   

 
Staff Observation:  Satisfactory.   Overall, SHP is exceeding participation levels 
over the time period reported.   
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Member Rebate Program  
 
Administration of this program was included in the RFP.  At its December 2015 
meeting the NDPERS Board concurred that the program should be re-established 
and administered by Sanford Health Plan (SHP) effective July 1, 2016.  At this time, 
the program is not place; however, we are continuing conversations with SHP and it 
will be addressed at future Board meetings.  Some additional concerns have been 
brought forward by Sanford and will be on an upcoming board agenda.  

 
Staff Observation:  Concern. We are behind schedule.   

 

 
8. Member Survey Results 

 
As discussed earlier, the member survey results cannot be considered a direct comparison 
since different methodologies and different sample sizes, etc. were used. The information in 
this area is limited. The following is what is available:  
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BCBS Q1 2015 Executive Summary Standards 
       Goal    Measure 

 
 

NDPERS Survey ADP Flexcomp 2016 Disagree Agree 

7.   I understand the NDPERS Flexcomp progam. 2% 98% 

8.   I am satisfied with the claim submission options available from ADP. 16% 84% 

9.   I am satisfied with the online Web Services available from ADP. 16% 84% 

14.  I am satisfied with the customer service provided by ADP. 21% 79% 

15.  I am satisfied with the Flexcomp service provided by the NDPERS office. 8% 92% 

   

NDPERS Survey TIAA Deferred Comp 2016   

2.  Are you satisfied with the availability of plan information? 12% 88% 

7.  I am satisfied with the investment education and advice given by TIAA.   19% 81% 

8.  I am satisfied with the web services and quarterly statements provided by TIAA.   16% 84% 

9.  I am satisfied with the availability of counselors and advisors from TIAA.   22% 78% 

11.  I would recommend TIAA to other employees.   17% 83% 

12.  I am satisfied with the service provided by the NDPERS office.   16% 84% 

 
Staff Observation: Improvement:  Improvements can be made in this area.  We need to 
get members satisfaction with the health benefits higher.  We transferred the flex and 
Companion plan and those levels have recovered.  EOBs are an area of improvement as 
well which will be discussed later.   
 
9. Renewal Projections 
 
Renewal Projections 
This information will be reviewed at the Board meeting.  
Information as presented at the September 8 special Board meeting:  
 
 

North Dakota PERS 
2017-2019 Biennium Claims Projection 

Summary 
 

General Notes 
 

Scenario 1 - This uses 12 months of completed Sanford claims no other adjustments other than trend 
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Scenario 2 - This uses 12 months of completed Sanford claims with adjustments for the new contracts 
and savings initiatives that will be in place during the next biennium 

 

Scenario 3 - This uses 12 months of prior claims (7/1/14-6/30/15) with no other adjustments 
NOTE: If the NDPERS PPO discounts (prior carrier) are discontinued, this would increase the claim projection by 
approximately $5M per year in Scenario 3 

 
 

Projected Annual Trend Rates * 

 2015 2016 2017 2018 
Medical 6.00% 8.00% 6.00% 6.00% 

Pharmacy 8.50% 7.50% 7.00% 7.00% 
Medicare Supp 3.20% 3.20% 3.20% 3.20% 

* Trend Rates were estimated using client experience, trend surveys and 
national trend projections 

 

Sanford Savings Adjustment Factor 
 

 

 
 

 
Sanford provided Deloitte with a list of contracting changes and savings initiatives that will occur between 
the experience period and the projection period of this analysis.  Deloitte did not attempt to verify that 
these contract changes and other savings initiatives will occur as stated, but we have independently 
calculated an adjustment factor to apply to the projected claims assuming all are valid.  Based on the 
description of each change, we requested and received sufficient documentation such that we could 
perform our estimate.  The savings percentages associated with these changes are as follows: 
Medical non-Medicare: 8.7% 
Pharmacy non-Medicare: 12.8% 
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Administration costs 
Sanford is currently charging $11.60 per member per month for administration.  The renewal 
proposes an increase of 44.5% to $16.76 per member per month.  The BCBS cost in the 
prior bid was $16.37 per member per month.   

 
Staff Observations: Concern  – We do note that this was a topic of discussion when 
originally proposed.  At the time we question the administration costs.  It was indicated then 
that it was sufficient.  We notice that since then they hired less staff then they were 
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proposing.  Consequently, what we are seeing here is higher administration fees for less 
people.  This may be a topic for further discussion.  We also note that administration fees 
have been a historical concern for the Board and an area we had considerable 
disagreement with BCBS.  

  
10. Other items the Board may want to consider  

 
In this area we will examine eight items (pharmacy, network, discounts, member out of 
pockets, funding of other programs, EOB’s, ACA fees and employer and member 
participation).  These topics, while being examined in this section, also relate to the general 
criterion – Adequacy of Coverages.   
 
Pharmacy 
 
Mike Schwab with the ND Pharmacy Association will update the Board on how things are 
going.  Attachment 2 is a letter from him with his observations.   
 
 
Staff Observations: Improvement.  The Board did discuss the option of a transparent 
PBM relationship and Sanford has developed information on that for your consideration.     
 
Network 
 
Sanford provided the following table relating to contracting activity: 
 

Summary of Provider Contracting Activity 
All Providers Count Percent 
Active Providers in Legacy NDPERS Network 6,285 100% 
Active Providers in SHP NDPERS Network 6,241 99.3% 
Active Providers Not Contracted 44 .7% 
Breakout   
Institutional Providers   
Active Providers in Legacy NDPERS Network 301 100% 
Active Providers in SHP NDPERS Network 298 99.0% 
Active Providers Not Contracted 3 1.0% 
List of Non Contracted   

-          Free Standing Dialysis 1  
-          IHS/Military Hospitals 2  

   
Professional Providers    
Active Providers in Legacy NDPERS Network 5,984 100% 
Active Providers in SHP NDPERS Network  5,943 99.3% 
Active Providers Not Contracted 41 .7% 
List of Non Contracted Active Providers   
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-          Chiropractors 25  
-          Behavioral Health 2  
-          Vision 6  
-          MD/DO/NP/PA 3  
-          Other 5  

   
Active providers are those that had claim activity. 

 
Based upon the above reporting, Sanford has filled out the network in North Dakota.  
However, one area concern is the recent action of Sanford dropping out of the 
Dakota Care Network (Attachment 3).  While the reason seems to be understandable 
the concern is that the decision was based upon not allowing Sanford Health to be a 
part of the Dakota Care Network and not what is best for the Sanford Health Plan 
members.   
 
Concerning the out of state or wrap network we have few complaints from members 
on that.  One issue has arisen about how those claims are identified and 
staff/Sanford is working on that at this time.     
 

Staff Observation:  Satisfactory –While we have had some complaints about the missing 
providers overall the network has been reasonably developed.   
 
 
Discounts 
This seems to be the area that has presented significant challenges to the Sanford Health 
Plan in the past year and resulted in substantial losses to them and losses to the PERS plan 
(as discussed under Funded Position of PERS).  We also note that Sanford has recognized 
this and presented PERS in the renewal with how they plan to approach resolving this in the 
future.   
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The primary savings in the above plan is to get steeper provider discounts.  This was 
identified in the review last year and that time we felt they were behind BCBS by about 7%.  
They have not been able to make this up thus far and consequently the losses to us and 
them.  While the plan appears to address the issue there is no quantitative way that staff or 
Deloitte can validate the plan.  The only way to judge this will be based upon the experience 
of the plan.  Our risk is the loss of another $3 million, any gain we could have gotten with 
more favorable experience and if Sanford Health Plan can continue to operate if losses 
continue (discussed later).   
 
Staff Observation:   Concern –Sanford does have a plan to address these losses, 
however, with no quantitative way to assure its success this remains a significant risk to our 
reserves and Sanford Health Plan.  
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Member Out of Pocket 
 

 
 
 
Staff Observation: Satisfactory It is hard to analyze the variation from Jan-Jun and Jul-
Dec of 2015 since the member deductible and coinsurance reset at the beginning of the 
year.  2015 total active member out of pocket appears to be in line with the prior periods.   
 
Funding For Other Programs   
  
We are currently partnering with the ND pharmacists to offer the About the Patient Diabetes 
Management Program, pursuant to NDCC 54-52.1-16 and 54-52.1-17.  
 

54-52.1-16. Uniform group insurance program - Collaborative drug therapy program - 
Continuing appropriation. 
1. The board may establish a collaborative drug therapy program available to individuals 
in the medical and hospital benefits coverage group. The purpose of the collaborative 
drug therapy program is to improve the health of individuals in identified health 
populations and to manage health care expenditures. 
2. Under the program, the board may involve physicians, pharmacists, and other health 
professionals to coordinate health care for individuals in identified health populations in 
order to improve health outcomes and reduce spending on care for the identified 
health problem. Under the program, pharmacists and other health professionals may 
be reimbursed for providing face-to-face collaborative drug therapy services to 
covered individuals in the identified health population. To encourage enrollment in the 
plan, the board may provide incentives to covered individuals in the identified health 
population which may include waived or reduced copayment for related treatment 
drugs and supplies. 
3. The board may request the assistance of the North Dakota pharmacists association or 
a specified delegate to implement a formalized disease management program with the 
approval of the prescriptive practices committee established in section 43-15-31.4, 
which must serve to standardize chronic disease care and improve patient outcomes. 
This program must facilitate enrollment procedures, provide standards of care, enable 
consistent documentation of clinical and economic outcomes, and structure an 
outcomes reporting system. 
4. The board may seek and accept private contributions, gifts, and grants-in-aid from the 
federal government, private industry, and other sources for a collaborative drug 

NDPERS Active Health Insurance Out-Of-Pocket
Jan-Dec Calendar Year ending:

2009 2010 2011 2012 2013 2014 2015 (1-6) 2015 (7-12) 2015
Active Contracts 19,317 19,728 20,016 20,940 21,203 21,530 21,907 21,433 21,670

Deductibles $9,290,919 $9,816,469 $10,073,095 $10,967,963 $11,328,815 $11,374,638 $7,839,134 $4,082,148 $11,921,282
Coinsurance $11,832,668 $12,712,265 $13,059,708 $13,930,488 $14,614,079 $15,478,868 $9,440,939 $4,952,382 $14,393,321
Sanctions $2,138,358 $2,414,573 $2,471,455 $2,650,929 $3,976,577 $3,461,110 $2,060,789 $0 $2,060,789
Copayments $10,295,041 $11,464,880 $11,696,304 $12,214,972 $12,396,682 $12,336,376 $6,476,564 $8,708,884 $15,185,448
Exclusions $5,604,131 $4,497,621 $5,851,646 $9,056,696 $10,857,602 $20,948,164 $11,878,567 $9,240,469 $21,119,036
TOTAL $39,161,117 $40,905,808 $43,152,208 $48,821,048 $53,173,755 $63,599,156 $37,695,993 $26,983,883 $64,679,876

Per Contract $2,027 $2,073 $2,156 $2,331 $2,508 $2,954 $1,721 $1,259 $2,985

State Classified 
Average Salary $42,382 $44,698 $46,057 $48,554 $50,942 $53,297 $55,231 $55,231 $55,231
Percent 4.8% 4.6% 4.7% 4.8% 4.9% 5.5% 3.1% 2.3% 5.4%
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therapy program for identified health populations. Any funds that may become 
available through contributions, gifts, grants-in-aid, or other sources to the board for a 
collaborative drug therapy program are appropriated to the board on a continuing 
basis. 
 
54-52.1-17. Uniform group insurance program - Collaborative drug therapy program - 
Funding. 
1. The board shall establish a collaborative drug therapy program that is to be available 
to individuals in the medical and hospital benefits coverage group. The purpose of the 
collaborative drug therapy program is to improve the health of individuals with diabetes 
and to manage health care expenditures. 
2. The board shall involve physicians, pharmacists, and certified diabetes educators to 
coordinate health care for covered individuals with diabetes in order to improve health 
outcomes and reduce spending on diabetes care. Under the program, pharmacists 
and certified diabetes educators may be reimbursed for providing face-to-face 
collaborative drug therapy services to covered individuals with diabetes. To encourage 
enrollment in the plan, the board shall provide incentives to covered individuals who 
have diabetes which may include waived or reduced copayment for diabetes treatment 
drugs and supplies. 
3. The North Dakota pharmacists association or a specified delegate shall implement a 
formalized diabetes management program with the approval of the prescriptive 
practices committee established in section 43-15-31.4, which must serve to 
standardize diabetes care and improve patient outcomes. This program must facilitate 
enrollment procedures, provide standards of diabetes care, enable consistent 
documentation of clinical and economic outcomes, and structure an outcomes 
reporting system. 
4. The board shall fund the program from any available funds in the uniform group 
insurance program and if necessary the fund may add up to a two dollar per month 
charge on the policy premium for medical and hospital benefits coverage. A state 
agency shall pay any additional premium from the agency's existing appropriation. 
  

At the July 2016 meeting, the Board heard a presentation from Dr. Wendy Brown on the 
About the Patient Hypertension-control pilot program and at the August 2016 meeting, Jane 
Myers from the ND Department of Health provided the Board with an overview of the 
National Diabetes Prevention Program (NDPP).  As part of the renewal process, the Board 
may want to consider whether to continue the About the Patient Diabetes program and 
whether to include funding for the Hypertension program and/or the NDPP. 
 
Following are the estimated costs for each of these programs for the next biennium: 
 
Program July 2017-June 2019  
About the Patient – Diabetes (See Exhibit IV) $210,000 
About the Patient – Hypertension (See Exhibit IV) $288,500 
National Diabetes Prevention Program (See Exhibit V) 
   *based on 50% enrollment and 70% completion 

 
$607,300* 

 
Currently, the About the Patient Diabetes program is funded through our existing reserves.  
If the Board would like to add these new programs, it would be necessary to retain an 
additional $900,000 - $1,000,000 of the current reserve balance to fund these programs.  
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The other consideration provided by statute is to fund the programs by adding up to a two 
dollar per month charge on the health premium.   
 
Staff Observation Concern.  Declining reserves will mean that funding for existing or 
new programs will need to be added to premium.   
 
Explanation Of Benfits (EOB)   
 
SHP processes EOBs different than BCBS and NDPERS has received comment regarding 
these differences from the membership.  Specifically, the following items have been noted: 
 

• Dependent claims data is sent as an EOB addressed to the policy holder at the policy 
holder address unless the dependent has requested to have an alternative address 
used.  BCBS sent the EOB in the dependent’s name to the policy holder’s address 
unless the dependent requested to have the EOB sent to a different address.  SHP 
has indicated that their process is federally compliant as well as HIPAA and ND law 
compliant.  They have also indicated they are reviewing their EOB business practice 
and looking to modify the current process for a better member experience. 
 

• SHP does not provide a Quarterly Prescription Drug Summary to members.  BCBS 
previously provided this summary.  SHP has estimated the cost to have these 
generated and sent to the membership would be approximately $38,000 per quarter. 
 

• Staff has brought confusing language and timing of EOB’s to Sanford’s attention. 
 

• Members do not rate EOB’s very high.   
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Staff Observation:  Improvement - Staff requested many changes, but we are not aware of 
any being made.  SHP has also acknowledged that based on feedback in the member 
survey, they have targeted this as an area for improvement. 
 
Cost Effect of ACA Fees on Fully Insured Plans   
 
At the August meeting we reviewed the initial settlement with BCBS relating to the ACA fees 
for fully insured plans.  The actual cost of the fees (subject to our audit) is $19,279,366.  Of 
those fees the transitional reinsurance fee goes away by 2017.  That was $5.2 million of the 
$19 million.  Presently Sanford ACA fee is approximately $685,000 a month of what we pay 
in premiums.  With the total premium being approximately $26 million the ACA fee is 2.6%% 
of premium or about $31 per contract.  This is a significant cost for the plan.  
 
Staff Observation:  Concern –-This is a significant cost to the plan.  
  
Employer & Member Participation   
 
Since July 1, 2015, NDPERS has had 19 employers discontinue participation in the 
NDPERS health plan.  Of these employers, 14 have discontinued as they are no longer 
eligible due to ACA compliance requirements.  The remaining 5 have elected to discontinue 
their participation.  These 5 employers had a total of 163 covered employees. 
 
The following provides an overall picture of the number of members enrolled in the health 
plan prior to the transition (as of June 2015) compared to July 2016, with a breakout of 
actives vs. retirees & COBRA participants: 
 
 June 2015 July 2016 
Active employees 21,464 21,540 
Retirees & COBRA 8,039 7,666 
 
Staff Observation:  Satisfactoryry. Enrollment has not changed significantly.  The 
decrease in retiree participation is likely due to the RHIC portability. 
 
 

 
GENERAL AWARD CRITERIA 

 
The Economy to the affected 
 
Staff sees no affect in this area 
 
Staff Observation:  Satisfactory 
 
The ease of administration 
 
In evaluating the ease of administration, NDPERS staff reviewed both the transition to SHP 
from BCBS and the ongoing administration of the plan.  To transition the plan, SHP 
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dedicated key subject matter experts within each area to work with the NDPERS team.  As 
issues arose, SHP was responsive in addressing the concerns and problem solving to meet 
the needs of the NDPERS membership with as little disruption as possible.  NDPERS staff 
found that this dedication of staff and resources has continued beyond implementation and 
applies to on-going operations.  Some of the specific areas to note are: 
 

• Member communications - ID cards, Certificate of Insurance, Summary of 
Benefits & Coverage and other required member communications were 
available and provided prior to the July 1 effective date.  

• Closed formulary – shortly after implementation, it was determined that SHP 
and ESI had inadvertently coded our 3rd tier of prescription benefits as a 
“Closed” formulary.  Upon discussion with NDPERS, this was quickly 
corrected. 

• Health Savings Account (HSA) administration – SHP administers the HSA for 
NDPERS members who enroll in the High Deductible Health Plan; under 
BCBS, this was contracted out to a separate vendor.  Having the health 
savings account administration integrated with the health carrier has allowed 
for a more seamless process for both NDPERS and our members when 
establishing the HSA. 

• Staffing - SHP has experienced turnover in their leadership staff.  However, 
NDPERS staff has not experienced an impact as a result.  In addition, we 
have noted that overall staffing has been increased in order to meet the needs 
of the NDPERS population. 

• Enrollment process - Some enrollment issues occurred for members who 
transferred employment between NDPERS covered employers or changed 
participation between plans.  Upon review, SHP made modifications to their 
data system to resolve the issue within a timely manner.  NDPERS staff has 
found the IT staff and business system used by SHP to be flexible and able to 
be modified to meet the needs of our member records.  SHP has also 
provided a direct contact for our enrollment team to resolve day to day issues. 

• Integrated data system – Because SHP is part of an integrated health system, 
we experienced unique issues with member demographic data.  There were 
some issues with ID cards and correspondence going out to old addresses or 
with wrong names because SHP was using existing data instead of updated 
data from NDPERS.  Upon review, SHP has recently made changes to their 
business process to insure that the correct demographic information is used 
when issuing ID cards and mailings to NDPERS members. 

• Claims data - Claims data files have not been received within the timeframe 
expected by NDPERS staff and have not provided complete and accurate 
information as required.  This continues to be a work in progress. 

• Coordination of Benefits - Issues have been reported by members regarding 
coordination of benefits, specifically when there are 2 SHP coverages and also 
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related to pharmacy.  Sanford has reviewed issues and also developed 
member communications to address concerns of members impacted. 

• Premium reconciliation - SHP is providing timely monthly billing reconciliations 
and has provided a direct contact for our billing team to resolve issues. 

• ACA compliance - SHP conducted the annual ACA minimum contribution 
testing.  This testing proved to be a difficult process and was not conducted 
within the timeframes that NDPERS staff typically experienced with BCBS.  
However, NDPERS has met with SHP to discuss concerns and ensure the 
process runs smoother in the future.  SHP provided covered individuals the 
1094B within the specified timeframe required by the IRS.  In addition, SHP 
provided files to the NDPERS employers regarding covered employees to 
assist them in preparing the required 1095C employer reporting form. 

• Medicare Part D - Medicare Part D was a concern prior to implementation as 
SHP did not have experience in this area.  SHP brought forward ESI as a 
partner to administer the program for NDPERS.  This resulted in a change in 
how NDPERS has handled the Part D product.  Previously the health carrier 
was the liaison between NDPERS and the Part D vendor, acting as the 
communicator between the two parties.  With this change, NDPERS 
contracted directly with ESI and Sanford has remained more of a consultant 
and assistant when NDPERS needs to raise issues to ESI.  ESI has significant 
experience with and knowledge of Part D plans.  ESI has provided direct 
contacts for NDPERS staff to resolve member enrollment and billing issues.  
NDPERS staff note that the change in how we do business related to the Part 
D product has resulted in more understanding, flexibility and compliance to 
CMS requirements.   

• Reporting – SHP is providing all monthly, quarterly and annual reporting as 
requested by NDPERS  

Staff Observation:  Satisfactory – Overall, Sanford Health Plan has performed very well in 
this area considering the magnitude of the transition and has continued to be very 
responsive whenever issues have been raised.  

The financial position of the carrier 
This information will be reviewed at the Board meeting.  
Information as presented at the September 8 special Board meeting:  
 
Attachment 4 is the Quarterly Statement filed with the State Insurance Commissioner as of 
March 31, 2016.  Of note is: 
 

1. For the year ended December 31 the plan shows a net loss of $73,243,122 
2. For the YTD (as of March 31) the plan shows a net loss of $7,418,297 
3. In 2015 the amount of surplus that was added  or “paid in” was $110,512,000 
4. An additional amount is anticipated to be paid in 2016 
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5. Sanford Operations are not providing sufficient revenue to support the cost of plan 
operations or benefit payments.  Sanford Health Plan relies on Sanford Health for 
funding to keep operating but does have a plan to be self sufficient in 2017.   

 
In recognition of this, staff mentioned to Sanford during our discussions on information for 
the renewal that it would be beneficial to have some commitment from Sanford Health that 
they would continue to provide funds to insure its operation for the 2017-19 biennium.  After 
discussion with Jan and Ice Miller, we had suggested some sort of written document that 
could be between PERS and Sanford Health or between Sanford Health Plan and Sanford 
Health that PERS would be a party to.  What was provided in this renewal was a jointly 
signed letter from Mr. Kelly Krabbenhoft, President and CEO of Sanford Health, and Mr. Kirk 
Zimmer, Executive Vice President, Sanford Health Plan. In that letter it states: 
 

Sanford Health is dedicated to the work of health and healing and delivering the 
highest quality care.  Sanford Health Plan shares that commitment and is supported 
by the strength of the $4 billion Sanford Health organization.  
 

This is what was given.  
 
Staff Observation:  Concern –Given the above financial portrait, the Board should 
consider seeking a guarantee that Sanford Health will continue to support Sanford Health 
Plan for the 2017-19 biennium if the plan is renewed.  While what was provided is 
noteworthy, it does not represent a firm financial commitment to continue to cover losses 
that could occur if Sanford’s plan does not work for 2017-2019. 
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The reputation of the carrier and any other information that is available tending to 
show past experience with the carrier in matters of claim settlement, underwriting, and services. 
 
Staff Observation:  Satisfactory 
 

 

 Review Areas Staff Observation 
1 Review Economic/ Policy Environment Concern 
2 Review PERS Funded position and expected funded position Concern 
3 Review of Contract Performance Measures Satisfactory 
4 Review the carrier's payment accuracy, claims processing time, Satisfactory 
5 Review the carrier's member service center metrics Improvement 
6 Review the carrier's wellness participation measures Satisfactory 
7  Review the carrier's special program participation levels  Satisfactory 
8 Review member survey results Improvement 

9 

a) Use the services of a consultant to concurrently and independently prepare renewal 
estimate the board shall consider in determining the reasonableness of the proposed 
premium renewal amount. 

 

 
Concern 

b) Administrative Costs Concern 

10 

Other areas reviewed by the Board  
a) Pharmacy Improvement 
b) Network Satisfactory 
c) Discounts Concern 
d) Member out of pocket Satisfactory 
e) Funding for other programs Concern 
f) EOB Improvement 
g) Cost effect of ACA on fully insured plans Concern 

 h) Employer & member participation Satisfactory 

11 

a) The economy to be affected Satisfactory 
b) The ease of administration. Satisfactory 
c) The adequacy of coverages (see other items the board may want to consider) (See above #10) 
d) The financial position of the carrier, with special emphasis as to its solvency Concern 
e) The reputation of the carrier and any other information that is available tending to 

show past experience with the carrier in matters of claim settlement, underwriting, 
and services. 

 

Satisfactory 

 



SANFORD RENEWAL 
PERS Board Meeting 
September 8, 2016 



PURSUANT TO NDCC 54-52.1-05 (2) WE CAN 
RENEW WITH SANFORD HEALTH PLAN FOR 
THE 2017-19 BIENNIUM  

This is the question for us at this point. 
  



Next Steps 

•Renewal Steps (54-52.1-05(2): 
• Use the services of a consultant to concurrently and 

independently prepare a renewal estimate the board 
shall consider in determining the reasonableness of 
the proposed premium renewal amount. 
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Next Steps 

•Renewal Steps: 
1. Use the services of a consultant to concurrently and independently 

prepare a renewal estimate the board shall consider in determining the 
reasonableness of the proposed premium renewal amount.  

2. Solicit a renewal from the existing vendor.   
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Renewal 

 
• Received by 
the PERS 
Board at its 
August 25th 
Meeting 



Next Steps 

•Renewal Steps: 
1. Use the services of a consultant to concurrently and independently prepare a renewal estimate the 

board shall consider in determining the reasonableness of the proposed premium renewal amount. 
 

2. Solicit a renewal from the existing vendor.   

3. Review the carrier's performance measures, 
including payment accuracy, claim processing 
time, member service center metrics, wellness or 
other special program participation levels, and 
any other measures the board determines 
relevant to making the determination and shall 
consider these measures in determining the 
board's satisfaction with the carrier's 
performance.   
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Next Steps 

•Renewal Steps: 
1. Use the services of a consultant to concurrently and independently prepare a renewal estimate the 

board shall consider in determining the reasonableness of the proposed premium renewal amount. 
2. Solicit a renewal from the existing vendor .  
3. Review the carrier's performance measures, including payment accuracy, claim processing time, 

member service center metrics, wellness or other special program participation levels, and any 
other measures the board determines relevant to making the determination and shall consider 
these measures in determining the board's satisfaction with the carrier's performance.  

4. If the board determines the carrier's performance 
under the existing contract does not meet the 
board's expectations or the proposed premium 
renewal amount exceeds the board's 
expectations and the board determines to solicit 
a bid under section 54-52.1-04, the board shall 
specify its reasons for the determination to 
solicit a bid.   
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Next Steps – Other Matters 
• To look to the general review criteria 54-52.1-04 for 

guidance in responding to 54-52.1-05(2)(b)(3).  Those 
criteria are: 
1. The economy to be affected. 
2. The ease of administration. 
3. The adequacy of the coverages. 
4. The financial position of the carrier, with special emphasis as to its 
solvency. 
5. The reputation of the carrier and any other information that is 
available tending to show past experience with the carrier in matters 
of claim settlement, underwriting, and services.  



Sanford 
Renewal 

1 Review Economic/ Policy Environment 

2 Review PERS Funded position and expected funded position 

3 Review of Contract Performance Measures 

4 Review the carrier's payment accuracy, claims processing time, 

5 Review the carrier's member service center metrics 

6 Review the carrier's wellness participation measures 

7 Review the carrier's special program participation levels  

8 Review member survey results 

9 

a) Use the services of a consultant to concurrently and independently prepare 
renewal estimate the board shall consider in determining the reasonableness 
of the proposed premium renewal amount. 
  
b) Administrative Costs 

10 
  

  
Other areas reviewed by the Board 

a) Pharmacy 

b) Network 
c) Discounts 
d) Member out of pocket 
e) Funding for other programs 
f) EOB 
g) Cost effect of ACA on fully insured plans 
h) Employer & member participation 
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a) The economy to be affected 
b) The ease of administration. 
c) The adequacy of coverages (see other items the board may want to consider) 
d) The financial position of the carrier, with special emphasis as to its solvency 

e) The reputation of the carrier and any other information that is available 
tending to show past experience with the carrier in matters of claim 
settlement, underwriting, and services. 
  

1. Use the services of a 
consultant to concurrently 
and independently 
prepare a renewal 
estimate the board shall 
consider in determining 
the reasonableness of the 
proposed premium 
renewal amount.  #9 

2. Review the carrier's 
performance measures, 
including payment accuracy, 
claim processing time, 
member service center 
metrics, wellness or other 
special program 
participation levels, and any 
other measures the board 
determines relevant to 
making the determination 
and shall consider these 
measures in determining the 
board's satisfaction with the 
carrier's performance.  
#3,4,5,6,7,8,10 

3. 11 ( General 
Criteria) 
 

 

 



Review 
• In reviewing the above areas, we have provided information 

from the previous carrier’s performance and compared it to the 
existing carrier in order to provide you a perspective on how 
the transition is progressing. We have utilized this similar 
approach in the past to provide a perspective on other 
transitions (dental, vision, life, Companion Plan). Please note 
that these should not be viewed as direct comparisons since 
different methodologies and techniques  were used by the 
existing and previous carriers and, therefore while we can get a 
general perspective from the information it is not an equivalent 
comparison. PERS/Deloitte staff will also offer an observation 
by rating each as follows: 

 
• Satisfactory – activities are  moving as expected 
• Improvement   - areas can be improved 
• Concern – there are certain issues or activities that are of concern to 

the future direction of the plan 
 



1. REVIEW ECONOMIC/ 
POLICY ENVIRONMENT 



Economic 
Considerations 

• 4% allotment 
• 2.5% allotment 
• Rainy day fund 
• $100 million BND State 

Fiscal 
Situation 
 
Concern 



Economic 
Considerations 

• Require PERS to Bid every 2 
years 

• 2016 – Renewal 
• 2014 – Full Bid 
• 2012-   Fully Insured Bid only 
• 2010 -  Fully Insured Bid only 
• 2008 -  Renewal 
• 2006 -  Renewal 
• 2004 – Full Bid 

• Eliminate the requirement 
that the state pay the full cost 
of employees’ single and 
family premium 

Policy 
Considerations 
 
 
Concern 



Staff Observation:  Concern 

Economic/ Policy Environment 



2. PERS FUNDED 
POSITION & EXPECTED 
POSITION 



PERS Existing Funded Position 
  
  
Balance as of: 

  
  
Health Insurance  

Early Retiree 
Reinsurance Program 
(ERRP) 

  
  
Life Insurance 

7/1/2007 $1,540,648 $0 $2,155,769 

7/1/2009 $5,581,737 $0 $2,421,873 

7/1/2011 $5,943,183 $1,726,189 $2,468,533 

7/1/2013 $42,651,594 $2,735,616 $2,490,265 

7/1/2015 $42,925,033 $0 $2,491,063 

7/1/2016 (estimate) 
  

$41,253,000 
  

$0 $2,516,000 



PERS EXPECTED FUNDED POSITION 
• The future expected funded position for PERS is going to 

deteriorate going forward.  Specifically: 
•   
• $41,253,000 Estimated balance 
• (3,000,000) Less deposit currently held by BCBS for the 2013-15 

  biennium, at risk until 7/1/2017          
•  (3,000,000) Less deposit currently held by SHP for the 2015-17 

  biennium, at risk until 7/1/2019 
• (3,000,000) Risk deposit for 2017-19 contract period 
•  (2,800,000) Retention for administrative expenses for July 2016 – 

  June 2019 
• $29,453,000 



REASONS FOR DECLINE 
• ACA FEES – Higher than expected 
• No Positive Settlement 

 
 
 
 

• Gain/ Loss Agreement 

Have generally 
had no to minimal 
losses – this time 
we will lose $3 
million 



What if: 
• $3M No loss 
• $1M  Claims gain 
• $15M  ACA fees 



Use of Reserves for fully insured premium 
Reserve Use Option Approximate savings Effect on 

Grandfathered status 

 Plan remains fully insured – use reserves to buy down the premium for 
one biennium (would need 3 million to maintain contract leaving about 
29.5 million in health (after estimated expenses except ACA fees) and 
2.5 million in Life which would require legislation) 

.57% for each 5M in 
buydown None 



Staff Observation:  Concern 

PERS Funded Position & Expected 
Position 



3. REVIEW CONTRACT 
PERFORMANCE MEASURES 



Review Contract Performance Measures 
• Deloitte Consulting reviewed 14 performance guarantees 

 
• Sanford provided documentation & calculation 

methodology for each guarantee 
 

• Deloitte Consulting found that Sanford had sufficiently 
exceeded most performance guarantees due thus far and 
is using acceptable calculation methodology to determine 
their compliance with each guarantee 

Staff Observation: Satisfactory 



4. REVIEW CARRIER 
PAYMENTS 



Deloitte Review 



Staff Observation: Satisfactory 

Review Carrier Payments 



 
 
 
 
5. REVIEW OF CARRIER 
MEMBER SERVICE METRICS 



Review of Carrier Member Service Metrics 



Review of Carrier Member Service Metrics 



Staff Observation:  Improvement 

Review of Carrier Member 
Service Metrics 

We should use caution in directly comparing across different surveys.  
Variations may be due to the survey instrument, sampling, timing, etc.  With 
that in mind, we do notice a difference and as Sanford indicated in their 
survey presentation there is room for improvement.  One thing is that maybe 
we need to consider going back to a dedicated NDPERS call center.  



6.  WELLNESS 
PARTICIPATION & 
PERFORMANCE 



Wellness Participation & Performance 

• Employer Based Wellness Program 
• 1% Premium Discount 
• Benefit Funding Program 
 

• Employee Wellness Incentive/$250 benefit 
• Fitness Center Reimbursement 
• Online Wellness Portal 
 

 



Wellness Participation & Performance 
• Employer Based Wellness Program 

• Staffing to support employer & wellness coordinator education and 
assistance 

• Onsite worksite member education since July 2015 
• 229 meetings conducted with 3,318 attendees 

• Monthly coordinator webinars 
• Monthly coordinator newsletters 
• Monthly member newsletters 
• Monthly flyers/posters 
• Summer coordinator workshops held in June 2016 

• 9 workshops statewide with 102 coordinators in attendance 



Wellness Participation & Performance 
• Employee Wellness Incentive/$250 Benefit 

• Fitness Center Reimbursement 
• Transitioned with little disruption 

• Online Wellness Portal (bWell) 
• Concerns voiced by coordinators & members regarding bWell 

• Sanford disabled bWell as of December 31, 2015 
• Implemented new, more robust portal on April 1, 2016 

• Novu 
 



Wellness Participation & Performance 

Measure Goal As of 12/31/2015 
HRA completions 10% 17.7% 

bWell 
participation 

10% 10.8% 

Fitness Center 
Reimbursement 

1,950 1857 (missed) – final 
reporting pending 

The following are statistics related to the wellness performance measurements under SHP as reported 
on their Q4-2015 Executive Summary: 
 

Measure Goal As of 12/31/2014 
HRA completions 17% 22% 

HRA Score 5% point increase in the 2013 – Goal 55 60 
HealthyBlue –

incentives paid 
10% increase over 2013 incentives paid 

– Goal = $581,798 
$722,906 

Health Club 
Credit 

10% increase over 2013 member 
receiving credit – Goal = 2,177 

1950 (missed) 

The following are statistics related to the wellness performance measurements under BCBS as 
reported on their Q4-2014 Executive Summary: 
 



Wellness Participation & Performance 

2016 Participation Details: 
 
• Since launch of Novu on April 1, 2016: 

• 7,664 members have logged onto Novu site 
• 6,850 members have completed their HRA (health risk 

assessment) 
 

• Fitness Center Reimbursement: 
• 1,690 members have received fitness center reimbursements 

(August 2016) 



Staff Observation:  Satisfactory 

Wellness Participation & 
Performance 



7. REVIEW OF CARRIER 
SPECIAL PROGRAM 
PARTICIPATION LEVELS 
This represents programs that add value by 
promoting wellness initiatives, prevention and 
health care management. 



Participation Levels 
           
        Date           
    Reported*  Carrier   Participants              
  
     Tobacco Cessation Program   June 2015       BCBS         122 
    August 2016    SHP           89 
       
     Accordant Care    March 2015 BCBS          295 
    August 2016    SHP          505  
  
     About the Patient    June 2015  BCBS            207 
    June 2016     SHP             294 
  
     Healthy Pregnancy   March 2014        BCBS          210 
    August 2016         SHP           497 
  
     Life Advocate Program   March 2015  BCBS            15 
    August 2016    SHP                   90 
  
     Medical Home    March 2015  BCBS            90% 
    June 2016     SHP          36.5%
  
     * Participation reported for BCBS is generally based on 24 months of data; the SHP data is based on 12-15 months  
of data. 



Staff Observations 
Based upon the above: 
• Participation in the tobacco cessation program appears to be increasing.  

• Implementation of a debit card by SHP for the purchase of prescriptions. 
 

• Medical Home participation is lower; however, for the first year the 
performance measure was adjusted to 30% which was exceeded and the 
participation in this program will be continue to be reported to the Board on a 
quarterly basis for review and assessment. 

 
• The About the Patient diabetes program appears to be increasing.   

• Implementation point-of-sale processing for diabetic medications and supplies.  
Previously, paid out-of-pocket and member filed for reimbursement of the copays.   

• Now copays are waived at the time of purchase.   
• Convenient and efficient. 
 

Staff Observation:  Satisfactory 

 



Member Rebate Program 
 

 
• Administration of this program was included in the RFP.   
 
• NDPERS Board approved re-establishing the program effective July 1, 2016.  
  
• Currently, program is not in place. 
 
• Staff is continuing conversations with SHP and some concerns have been 

brought forward by Sanford which will be on an upcoming board agenda.  
 

 
Staff Observation: Concern. We are behind schedule. 



8. MEMBER SURVEY 
RESULTS 



Member Survey Results 



Member Survey Results 

NDPERS Survey ADP Flexcomp 2016 Disagree Agree 

7.   I understand the NDPERS Flexcomp progam. 2% 98% 
8.   I am satisfied with the claim submission 
options available from ADP. 16% 84% 

9.   I am satisfied with the online Web Services 
available from ADP. 16% 84% 

14.  I am satisfied with the customer service 
provided by ADP. 21% 79% 

15.  I am satisfied with the Flexcomp service 
provided by the NDPERS office. 8% 92% 

      
NDPERS Survey TIAA Deferred Comp 2016     
2.  Are you satisfied with the availability of plan 
information? 

12% 88% 

7.  I am satisfied with the investment education 
and advice given by TIAA.   19% 81% 

8.  I am satisfied with the web services and 
quarterly statements provided by TIAA.   16% 84% 

9.  I am satisfied with the availability of 
counselors and advisors from TIAA.   22% 78% 

11.  I would recommend TIAA to other 
employees.   17% 83% 

12.  I am satisfied with the service provided by 
the NDPERS office.   16% 84% 

While it is not a direct comparison to our other plans/vendors, we do have survey results for some of 
our other plans.  We know that when issues are addressed survey results can improve.   



Staff Observation:  Improvement 

Member Survey Results 

Improvements can be made in this area.  We need to get members 
satisfaction with the health benefits higher.  



10. OTHER ITEMS FOR 
BOARD 
CONSIDERATION 



Pharmacy 

• Maximum Allowable Cost 
• ND pharmacists would 
appreciate a more equitable 
MAC list 

• Specialty Drugs 
• Have ND pharmacies paid the 
same as ESI mail order 
pharmacy 

• Copayments 
• Require pharmacy be due $5 
copay.   Staff Observation: 

Improvement 



Network 
Staff Observation: 
Satisfactory but keep 
up effort to get those 
that have not signed.   

All Providers Count Percent 
Active Providers in Legacy NDPERS Network 6,285 100% 
Active Providers in SHP NDPERS Network 6,241 99.3% 
Active Providers Not Contracted 44 .7% 
Breakout   
Institutional Providers   
Active Providers in Legacy NDPERS Network 301 100% 
Active Providers in SHP NDPERS Network 298 99.0% 
Active Providers Not Contracted 3 1.0% 
List of Non Contracted   

-          Free Standing Dialysis 1  
-          IHS/Military Hospitals 2  

   
Professional Providers    
Active Providers in Legacy NDPERS Network 5,984 100% 
Active Providers in SHP NDPERS Network  5,943 99.3% 
Active Providers Not Contracted 41 .7% 
List of Non Contracted Active Providers   

-          Chiropractors 25  
-          Behavioral Health 2  
-          Vision 6  
-          MD/DO/NP/PA 3  
-          Other 5  

   
Active providers are those that had claim activity. 

 



Member out of 
pocket 
Staff Observation: 
Satisfactory  It is hard 
to analyze the variation 
from Jan-Jun and Jul-
Dec of 2015 since the 
member deductible and 
coinsurance reset at the 
beginning of the year.  
2015 total active 
member out of pocket 
appears to be in line 
with the prior periods.   
  

NDPERS Active Health Insurance Out-Of-Pocket 
Jan-Dec Calendar Year ending: 

2009 2010 2011 2012 2013 2014 2015 (1-6) 2015 (7-12) 2015 
Active Contracts 19,317 19,728 20,016 20,940 21,203 21,530 21,907 21,433 21,670 

    
Deductibles $9,290,919 $9,816,469 $10,073,095 $10,967,963 $11,328,815 $11,374,638 $7,839,134 $4,082,148 $11,921,282 
Coinsurance $11,832,668 $12,712,265 $13,059,708 $13,930,488 $14,614,079 $15,478,868 $9,440,939 $4,952,382 $14,393,321 
Sanctions $2,138,358 $2,414,573 $2,471,455 $2,650,929 $3,976,577 $3,461,110 $2,060,789 $0 $2,060,789 
Copayments $10,295,041 $11,464,880 $11,696,304 $12,214,972 $12,396,682 $12,336,376 $6,476,564 $8,708,884 $15,185,448 
Exclusions $5,604,131 $4,497,621 $5,851,646 $9,056,696 $10,857,602 $20,948,164 $11,878,567 $9,240,469 $21,119,036 
TOTAL $39,161,117 $40,905,808 $43,152,208 $48,821,048 $53,173,755 $63,599,156 $37,695,993 $26,983,883 $64,679,876 

    
Per Contract $2,027 $2,073 $2,156 $2,331 $2,508 $2,954 $1,721 $1,259 $2,985 

    
State Classified 
Average Salary $42,382 $44,698 $46,057 $48,554 $50,942 $53,297 $55,231 $55,231 $55,231 
Percent 4.8% 4.6% 4.7% 4.8% 4.9% 5.5% 3.1% 2.3% 5.4% 



Funding for 
other programs 

Program July 2017-June 2019  
About the Patient – Diabetes (See Exhibit IV) $210,000 
About the Patient – Hypertension (See Exhibit IV) $288,500 
National Diabetes Prevention Program (See Exhibit 
V) 
   *based on 50% enrollment and 70% completion 

  
$607,300* 

 
Staff Observation 
Concern.  Declining 
reserves will mean that 
funding for existing or 
new programs will need 
to be added to premium.   
  

 



EOB 

Staff Observation:  
Improvement –  
 
 
Sanford has also 
identified this as an 
area for improvement 
in their survey results: 

Differences in processing of EOBs between SHP and previous 
carrier has caused feedback from our membership.  
 
• Dependent claims data is sent as an EOB addressed to the 

policy holder at the policy holder address unless the 
dependent requested an alternative address.  BCBS sent 
the EOB in the dependent’s name to the policy holder 
address unless an alternative address was requested 

 
• SHP does not provide a Quarterly Prescription Drug 

Summary to members 
 

• Confusing language and timing of EOB’s 
 

• Survey results indicate our members do not find the EOB 
as easy to understand 

 



Employer & 
Member 
Participation  

  June 2015 July 2016 

Active employees 21,464 21,540 

Retirees & 
COBRA 

8,039 7,666 

Staff Observation:  
Satisfactory. 
Enrollment has not 
changed significantly.  
The decrease in retiree 
participation is likely due 
to the RHIC portability. 



11. GENERAL AWARD 
CRITERIA 



The Economy 
to be affected 
 

• Staff sees no affect in this 
area with a renewal 
 Staff 

Observation:  
Satisfactory 
 



Ease of 
Administration 

• Member communications 
• Formulary 
• HSA’s 
• Staffing 
• Enrollment 
• Data System 
• Claims data 
• COB 
• Premium Reconciliation 
• ACA compliance 
• Part D 
• Reporting 

Staff 
Observation:  
Satisfactory – 
Performed very 
well 
considering the 
magnitude of 
the transition.  
Continues to 
be responsive 
whenever 
issues are 
raised. 



Financial 
position of the 
carrier 

• For the year ended December 31 the 
plan shows a net loss of 
$(73,243,122) 

• For the YTD (as of March 31) the plan 
shows a net loss of $(7,418,297) 

• In 2015 the amount of surplus that 
was added  or “paid in” was 
$110,512,000 

• An additional amount is anticipated to 
be paid in 2016 

• Sanford operations are not providing 
sufficient revenue to support the cost 
of plan operations or benefit 
payments at this time.  Sanford 
Health Plan relies on Sanford Health 
for funding but has a plan to be self 
sustaining by 2018   
 
 

General 



Financial 
position of the 
carrier 
Operations 
Balance Sheet 
Ratios 



Financial 
position of the 
carrier 

• Given the previous financial 
portrait the consideration to  
seeking  a guarantee that 
Sanford Health will continue 
to support Sanford Health 
Plan for the 2017-19 
Biennium if the plan is 
renewed may be supportive.   

Staff 
Observation:   
Concern  



. 

 
 
 

• Staff Observation:  
Satisfactory 
 

The reputation of 
the carrier and 
any other 
information that 
is available 
tending to 
show past 
experience with 
the carrier in 
matters of claim 
settlement, 
underwriting, and 
services 



9A. PROJECTIONS 

• Projection based on Sanford History 
• Projection based on Sanford History with 

Modifications supplied by Sanford 
• Projection based on PERS History trended 

forward 



Prior claims data is adjusted and projected forward using trend data to the new projection period in order to 
estimate premium rates and rate increases. 

Claims Projection Methodology 

Define Base Experience 
Data 

• Accounts for inflation in cost of services & amount of care/utilization 

• Separate factors should be used for medical and pharmacy 

• Amount of trend depends on the number of months between the midpoints of the base 
period and the experience period 

Apply Trend Factors 

• Add in known fixed fees (administrative fees, ACA fees, premium tax, risk charge, etc) 

• If actual fees are not known, apply an estimated loss ratio (claims as a percent of 
premium) 

• Multiply by current membership to project total costs 

• Compare new estimated premium rates to prior period’s 

Convert Claims to 
Premiums 

• This data is used to project forward to the new period 

• Most recent available data should be used 

• 2 years for small groups, 1 year is sufficient for larger groups 

• Full calendar years are necessary to avoid seasonality distortions 

Adjustments to Base 
Data 

• Apply a factor for incomplete claims (e.g. claims incurred but not yet reported or paid) 

• Adjust for other factors causing differences between base and experience period (contract 
changes, plan design changes,  mandated coverage, population/risk changes, etc) 

• Convert claims to per member per month (PMPM)  



Claims Projection Scenarios 

Scenario #1 
Sanford Unadjusted 

• Scenario #3 uses prior claims from July 1, 2014 to June 30, 2016 paid through July 31, 
2016. 

• The claims are adjusted for IBNR and trended to the projection period (same ’17-’18 trend 
rates as Scenario #1-2, BCBS book of business trend for ‘15-’16) 

• No other adjustments were made to the data.  There were PPO discounts that may have 
been PERS specific and would not apply in the projection period. The impact is noted in 
the footnote of the projection. 

Scenario #3 
Prior Claims 

• Scenario 1 uses Sanford PERS claims from July 1, 2016 to June 30, 2016 paid through 
July 31, 2016.   

• The claims are adjusted for IBNR and trended to the projection period.   

• There are no other adjustments made to the data for known changes (provider contracts, 
operational, etc.) that occurred or will occur between the base period and experience 
period. 

Scenario #2 
Sanford Adjusted 

• Scenario #2 base period data and trend applied are the same as Scenario #1 

• Adjustments have been made to the medical and pharmacy data for contractual changes 
and operational improvements occurring between the base and experience period. 

• These changes include no 2017 cost trend for several providers, new Outpatient services 
contracts (APC-based) and a new contract with Express Scripts (PBM), new pre-auth 
system for high-tech imaging, and others. 



North Dakota PERS
Claims Projection Summary
Scenario 1 - Sanford claims

Medicare 
(Excluding PDP) Non-Medicare Total

Experience Period 7/1/15 - 6/30/16 7/1/15 - 6/30/16 7/1/15 - 6/30/16
Projection Period 7/1/17 - 6/30/19 7/1/17 - 6/30/19 7/1/17 - 6/30/19

Claims 
Paid Medical Claims $12,651,869 $225,684,267 $238,336,136
Incurred But Not Reported (IBNR) Completion Factor 0.83443             0.86574           0.86402           
Completed Medical Claims $15,162,372 $260,682,354 $275,844,727
Medical Claims Cost (PMPM) $146.67 $372.71 $343.60
Other Adjustment Factors1 1.000 1.000 1.000
Annual Trend Factor1 3.20% 6.00% 5.85%
Projected Incurred Medical Claims (PMPM) $158.68 $431.15 $396.07
Paid Prescription Drug Claims $51,049,004 $51,049,004
Incurred But Not Reported (IBNR) Completion Factor 0.95696           0.95696           
Completed Drug Claims $53,344,741 $53,344,741
Rx Claims Cost (PMPM) $76.27 $76.27
Expected Rx Rebates 2 ($6.91) ($6.91)
Other Adjustment Factors 1.000 1.000              
Annual Trend Factor 1 7.20% 7.20%
Projected Incurred Rx Claims (PMPM) $82.52 $82.52
Total Claims (PMPM) $158.68 $513.68 $478.59
Projected Incurred Medical/Rx Claims (PEPM) $213.07 $1,306.46 $1,068.18
Current Subscribers (per Sanford Jun-16) 6,368 22,852 29,220
Projected Total Claims Cost $32,563,802 $716,526,541 $749,090,343

Target Loss Ratio 3 86% 93% 92%
Required Premium $37,864,886 $772,952,040 $810,816,926

Monthly Premium PEPM (June 2016 per Sanford) $242 $1,074 $892.41
Current Premium (June 2016 enrollment) $36,943,165 $588,888,826 $625,831,991

Required Rate Increase 2.5% 31.3% 29.6%



Discounts 
Level of discounts have 
contributed to losses this 
year.  While plan 
appears to address the 
issue, there is no 
quantitative way that 
staff or Deloitte can 
validate the plan.  
 
 
Staff Observation:   
Concern –-Sanford does 
have a plan to address 
these losses; however, 
with no quantitative way 
to assure its success 
this remains a significant 
risk to our reserves and 
Sanford Health Plan.  
 



North Dakota PERS
Claims Projection Summary
Scenario 2 - Sanford claims (adjusted)

Medicare 
(Excluding PDP) Non-Medicare Total

Experience Period 7/1/15 - 6/30/16 7/1/15 - 6/30/16 7/1/15 - 6/30/16
Projection Period 7/1/17 - 6/30/19 7/1/17 - 6/30/19 7/1/17 - 6/30/19

Claims 
Paid Medical Claims $12,651,869 $225,684,267 $238,336,136
Incurred But Not Reported (IBNR) Completion Factor 0.83443             0.86574           0.86402           
Completed Medical Claims $15,162,372 $260,682,354 $275,844,727
Medical Claims Cost (PMPM) $146.67 $372.71 $343.60
Other Adjustment Factors1 1.000 0.915 0.919
Annual Trend Factor1 3.20% 6.00% 5.85%
Projected Incurred Medical Claims (PMPM) $158.68 $394.33 $363.99
Paid Prescription Drug Claims $51,049,004 $51,049,004
Incurred But Not Reported (IBNR) Completion Factor 0.95696           0.95696           
Completed Drug Claims $53,344,741 $53,344,741
Rx Claims Cost (PMPM) $76.27 $76.27
Expected Rx Rebates 2 ($6.91) ($6.91)
Other Adjustment Factors 0.872 0.872              
Annual Trend Factor 1 7.20% 7.20%
Projected Incurred Rx Claims (PMPM) $71.92 $71.92
Total Claims (PMPM) $158.68 $466.25 $435.91
Projected Incurred Medical/Rx Claims (PEPM) $213.07 $1,185.84 $973.84
Current Subscribers (per Sanford Jun-16) 6,368                22,852            29,220
Projected Total Claims Cost $32,563,802 $650,374,156 $682,937,958

Target Loss Ratio 3 86% 93% 92%
Required Premium $37,864,886 $701,590,244 $739,455,130

Monthly Premium PEPM (June 2016 per Sanford) $242 $1,074 $892.41
Current Premium (June 2016 enrollment) $36,943,165 $588,888,826 $625,831,991

Required Rate Increase 2.5% 19.1% 18.2%



North Dakota PERS
Claims Projection Summary
Scenario 3 - [7/1/14 - 6/30/15] experience 

Total

Experience Period 7/1/14 - 6/30/15
Projection Period 7/1/17 - 6/30/19

Claims 
Paid Medical and Pharmacy Claims $257,068,657
Incurred But Not Reported (IBNR) Completion Factor 1.00000                                               
Completed Medical and Pharmacy Claims $257,068,657
Medical Claims Cost (PMPM) $324.45
Other Adjustment Factors 1.000                                                   
Annual Trend Factor1 6.54%
Projected Incurred Medical Claims (PMPM) $405.02

Total Claims (PMPM) $405.02
Projected Incurred Medical/Rx Claims (PEPM) $917.62
Current Subscribers (per Sanford Jun-16) 29,220
Projected Total Claims Cost $643,506,579

Fixed costs (retention) $72,294,973
Required Premium $715,801,552

Monthly Premium PEPM (June 2016 per Sanford) $892
Current Premium (June 2016 enrollment) $625,831,991.35

Required Rate Increase 14.4%
Required Rate Increase (w/loss of NDPERS BCBS discounts) 2 16.0%



Observations 
• Sanford’s renewal amount is less than that projected by 

Deloitte for Sanford with operational changes 
• If Sanford performs going forward based upon its history PERS 

will lose 3 million plus any possible gain. 
• If Sanford performs going forward as projected with the 

Sanford modifications the PERS plan would lose .8% 
(difference between Sanford Renewal and Deloitte). 

• If the PERS historical claims trended forward would be  
achieved in a bid the PERS increase could be 14.4%.  This 
would be lower than the renewal bid by 3.0% points. 

• If PERS was to self fund:  
• Not paying the ACA fees would save about 2.6% off the above 

scenarios.  After consideration for Stop-Loss coverage and extra 
administration it would be about $10 million or 1.6% of premium.   

• No risk charge from the carrier would be 1% savings.   



ACA Fees  

• Presently Sanford ACA fee is 
approximately $685,000 of 
our monthly premium 
payment.  

• With the total premium being 
approximately $26 million the 
ACA fee is 2.6% of premium 
or about $31 per contract. 

• Not a cost if self insured 

Staff 
Observation:   
Concern –This 
is a significant 
cost to the plan.  
  



Observations 
• Likely outcome if PERS is to renew with Sanford is that 

claims would come in between the Sanford bid amount 
(17.4%) and the Deloitte Sanford projections (29.6%) and 
PERS will likely lose the $3 million risk sharing amount. 

• Possible outcome in a rebid is that: 
• Sanford could consider lowering its bid slightly. 
• We could get a lower bid possibly around 14.4% 
• Self insured could be as low as 11.8% 



Staff Observation:  Concern 

Projections 



9B. ADMINISTRATIVE COSTS 
Sanford is currently charging $11.60 per member per 
month for administration.  The renewal proposes an 
increase of 44.5% to $16.76 per member per month.  
The BCBS cost in the prior bid was $16.37 per member 
per month.   
 
 

Staff Observation:  Concern 

- Administration was a topic of discussion with proposal. 
- Fewer employees than originally proposed? 
- Historically an area for concern and focus for the NDPERS Board.   



Observations 
• Sanford has done satisfactory in many areas: 

• Meeting the Performance Criteria 
• Payment accuracy 
• Payment processing time 
• Wellness 
• Special programs 

• Accordant Care, About the Patient, Health Pregnancy, Life Advocate 
• Development of the Network 
• Member out of pocket 
• Economy to be effected 
• Employer and Member Participation 
• Ease of administration 

 
 



Observations 
• Areas of Improvement that have been identified for 

Sanford: 
• Service Metrics 
• Member survey results 
• Pharmacy relations 
• Medical Home 
• EOB (Explanation of benefits) 



Observations 
• Areas of Concern: 

• Discounts  
• Administrative Cost increase 
• Member Rebate Accounts 
• Financial position of carrier 

• Sustainability due to losses 
• While a plan is in place to reverse losses it can will only be proven in 

implementation 
• What if plan is not 100% successful will Sanford Health continue to 

support Sanford Health Plan? 
• Renewal Premium 



Observations 
• Concerns focus on financial performance & renewal amount 

• Numbers indicate 
• In a rebid a fully insured bid could be offered in the 14% to 16% range 
• If we renew it is possible that we would lose another 3 million since we have 

no way to measure the success of the operational savings plan.  If it is not 
fully successful the plan will lose money  

• If we are to renew it would be beneficial to get some additional guarantees 
from Sanford Health and consider changing the risk sharing 

• Likely would be cheaper to self insure by about 2.5% from any of the 
projections 

• This information today is only estimates; the only way to confirm is to 
bid 

• If we elect to bid you may want to consider other options for 
consideration (topics for another meeting) 
 EPO 
 More than one carrier 

 
 



Observations 
• This information today is only estimates; the only way to 

confirm is to bid 
• Our first decision is if we should go to bid or not 

• If not  
• Do we want to consider other options in the bid 

• EPO 
• Multiple fully insured plans 
• ? 

 



1 & 2 above are not related to Sanford 

General Evaluation Criteria 

 Review Areas Staff Observation 
1 Review Economic/ Policy Environment Concern 
2 Review PERS Funded position and expected funded position Concern 
3 Review of Contract Performance Measures Satisfactory 
4 Review the carrier's payment accuracy, claims processing time, Satisfactory 
5 Review the carrier's member service center metrics Improvement 
6 Review the carrier's wellness participation measures Satisfactory 
7  Review the carrier's special program participation levels  Satisfactory 
8 Review member survey results Improvement 

9 

a) Use the services of a consultant to concurrently and independently prepare renewal 
estimate the board shall consider in determining the reasonableness of the proposed 
premium renewal amount. 

 

 
Concern 

b) Administrative Costs 
 

Concern 

10 

Other areas reviewed by the Board  
a) Pharmacy Improvement 
b) Network Satisfactory 
c) Discounts Concern 
d) Member out of pocket Satisfactory 
e) Funding for other programs Concern 
f) Medical Home Improvement 
g) EOB Improvement 
h) Cost effect of ACA on fully insured plans Concern 

 i) Employer & member participation Satisfactory 
 j) Member Rebate Account Concern 

11 

a) The economy to be affected Satisfactory 
b) The ease of administration. Satisfactory 
c) The adequacy of coverages (see other items the board may want to consider) (See above #10) 
d) The financial position of the carrier, with special emphasis as to its solvency Concern 
e) The reputation of the carrier and any other information that is available tending to 

show past experience with the carrier in matters of claim settlement, underwriting, 
and services. 

 

Satisfactory 

 •   
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