APPENDIX G

NDPERS Proposed Legislati

Bill No 102. Health Coverage for Retlrees |

Closes the Pre-Medicare Plan to retirees after December 31, 2013. Legislators would still be able to

Section 1 participate.
Allows the retiree heath credit to be used for additional coverages (Rx, dental, vision and LTC). In
. addition, it allows the credit to be used for any health coverage (presently it can only be used for PERS
Section 2
Health)
Allows the retiree heath credit fo be used for additional coverages (Rx, dental, vision and LTC). In
. addition, it allows the credit to be used for any health coverage (presently it can only be used for PERS
Section 3
Health)
Section 4

Sets the effective date of the bill to be Jan 1, 2014 and contingent on the passage of the ACA
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PERS Pre-Medicare

Main reason is “guarantee issue” that is a PERS
member will also be able to get health insurance

Credit is tied to PERS health insurance to
encourage a broader cross section of retirees to
take plan thereby helping rates

Also an indirect subsidy for rates, shows on states

financials ($95 per month for retiree plan and $5 per month for active
plan)

Implicit Subsidy on state financials of about 52
million and growing — not presently funded
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Health Insurance Coverage Opportunities

Participating small
employers and their
employees

Income Income
below 133% above
133%

Individual Health insurance Small Business Health

Options Program
Exchange

Medicaid/CHIP
Exchange

Income between Income over
133% and 400% 400%

Subsidized Unsubsidized

Develop streamlined, integrated application form, process and systems to support phone, paper, and
online channels

Align business processes, systems, and branding strategy to support desired approach for targeting
subsidized and unsubsidized populations

Integrate processes to enable screening, choice, and coordination between Medicaid/CHIP and the
exchange

Align policy, process, and systems to support common health assessment, health plan selection, and
premium management for exchange and Medicaid/CHIP

Deloitte
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Tax Credits and Cost Sharing

Tax Credits

Income
between 300%
and 400 %

Income
between 133%
and 300 %

income up
to 133%

pay premiums

‘equal 10 9.5%
 ofincome

- U.S. citizens and legal immigrants
purchasing coverage in health insurance
exchanges.

+ Tax Credits — Advance-able or refundable:
Treasury Department will pay the premium
tax assistance credit amount directly to the
insurance plan or eligible individuals can pay
for the insurance out of pocket and then
claim the credit on their tax returns.

Deloitte

Cost Sharing

Income
between 300%
and 400 %

Income
between 200%
and 300 %

Individuals pay
4iZofoutof
pocket

- expense

 individuals

213 of out of.

_ pocket
expense

pay 1137 of out
of pocket
expense.

- U.S. citizens and legal immigrants
purchasing coverage in health insurance
exchanges.

- Sliding Scale Basis: The law establishes
limits on out-of-pocket expenses for services
covered by health plans. These limits are set
initially at $5,950 for an individual and
$11,900 for a family, and grow over time.

individuals pay |
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OPEB Cost

Other postemployment benefits
(OPEB) are postemployment
benefits other than pensions.
OPEB generally takes the form of
health insurance and dental,
vision, prescription, or other
healthcare benefits provided to
eligible retirees, including in some
cases their beneficiaries.

 Implicit and Explicit
—RHIC — funded
(Explicit)
—Pre-Medicare Rates
(Implicit)
* NDCC 54-52.1-02
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Valuation Results — Retiree Health Insurance

Actuarial accrued liability

Credit Fund

$108,384,942 $102,805,439
Actuarial value of assets $53,730,426 $48,723,475
Unfunded actuarial accrued liability $54,654,516 $54,081,964

Recommended Contribution

*Closed amortization ending July 1, 2030

FoY P?y?ctll SR P?y?gll

Normal cost $3,210,049 0.39% $3,181,820 0.40%
Expenses $97,000 0.01% $97,000 0.01%
UAAL payment* $3,956,438 0.48% $3,774,395 0.48%
Actuarial recommended contribution $7,263,487 0.88% $7,053,215 0.89%
Projected payroll $828,978,328 $793,633,973

Statutory contribution rate 1.14% 1.14%
Contribution margin/(deficit) 0.25%

Page 6 of 10



'@PERS Proposed Leg @ation for 2013 Sessic @

Bill No. 102: Health Coverage for Retirees

SECTION 1. AMENDMENT. Section 54-52.1-02 of the North Dakota Century Code is amended and reenacted as follows:

54-52.1-02. Uniform group insurance program created - Formation into subgroups.

In order to promote the economy and efficiency of employment in the state's service, reduce personnel turnover, and offer an
incentive to high-grade individuals to enter and remain in the service of state employment, there is created a uniform group insurance
program. The uniform group must be composed of eligible and retired employees and be formed to provide hospital benefits coverage,
medical benefits coverage, and life insurance benefits coverage in the manner set forth in this chapter. The uniform group may be divided into
the following subgroups at the discretion of the board:

1.

Medical and hospital benefits coverage group consisting of active eligible employees and retired employees not eligible for
medicare, except for employees who first retire and are not yet eligible for medicare after the effective date of this Act. In
determining premiums for coverage under this subsection for retired employees not eligible for medicare, the rate for a
non-medicare retiree single plan is one hundred fity percent of the active member single plan rate, the rate for a
non-medicare retiree family plan of two people is twice the non-medicare retiree single plan rate, and the rate for a
non-medicare retiree family plan of three or more persons is two and one-half times the non-medicare retiree single plan
rate.

In addition to the coverage provided in subsection 1, another coverage option may be provided for retired employees not
eligible for medicare, except for employees who first retire and are not yet eligible for medicare after the effective date of
this Act, provided the option does not increase the implicit subsidy as determined by the governmental accounting
standards board's other postemployment benefit reporting procedure. In offering this additional option, the board may have
an open enrollment but thereafter enrollment for this option must be as specified in section 54-52.1-03.

Retired medicare-eligible employee group medical and hospital benefits coverage.

Active eligible employee life insurance benefits coverage.

Retired employee life insurance benefits coverage.

Terminated employee continuation group medical and hospital benefits coverage.

Terminated employee conversion group medical and hospital benefits coverage.

Dental benefits coverage.

Vision benefits coverage.

Long-term care benefits coverage.

Employee assistance benefits coverage.

Prescription drug coverage.

Closes the Pre-
Medicare Plan to
retirees after December
31, 2013. Legislators
would still be able to
participate.

SECTION 2. AMENDMENT. Section 54-52.1-03.2 of the North Dakota Century Code is amended and reenacted as follows:
54-52.1-03.2. Retiree health benefits fund - Appropriation.

1.

The board shall establish a retiree health benefits fund account with the Bank of North Dakota for the purpose of prefunding
and providing hospital benefits coverage and medical benefits coverage and prescription drug coverage under any health
insurance program and dental, vision, and long-term care benefits coverage under the uniform group insurance program for
retired eligible employees or surviving spouses of retired eligible employees and their dependents as provided in this
chapter. The state shall contribute monthly to the retiree health benefits fund an amount equal to one and fourteen

Allows the retiree heath
credit to be used for
additional coverages
(Rx, dental, vision and
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hundredths percent of the monthly salaries and wages of all part:cnpatlng members of the highway patrolmens retlrement
system under chapter 39-03.1, and one and fourteen hundredths percent of the monthly salaries of all supreme or district
court judges who are participating members of the public employees retirement system under chapter 54-52. Each
governmental unit that contributes to the public employees retirement system fund under section 54-52-06 or the retirement
plan under chapter 54-52.6 shall contribute monthly to the retiree health benefits fund an amount equal to one and fourteen
hundredths percent of the monthly salaries or wages of all participating members of the public employees retirement system
under chapter 54-52 or chapter 54-52.6, except for nonteaching employees of the superintendent of public instruction who
elect to participate in the public employees retirement system pursuant to section 54-52-02.13 and employees of the state
board for career and technical education who elect to participate in the public employees retirement system pursuant to
section 54-52-02.14. For nonteaching employees of the superintendent of public instruction who elect to participate in the
public employees retirement system pursuant to section 54-52-02.13, the superintendent of public instruction shall
contribute monthly to the retiree health benefits fund an amount equal to three and twenty-four hundredths percent of the
monthly salaries or wages of those nonteaching employee members, beginning on the first of the month following the
transfer under section 54-52-02.13 and continuing thereafter for a period of eight years, after which time the superintendent
of public instruction shall contribute one and fourteen hundredths percent of the monthly salary or wages of those
nonteaching employee members. For employees of the state board for career and technical education who elect to
participate in the public employees retirement system pursuant to section 54-52-02.14, the state board for career and
technical education shall contribute monthly to the retiree health benefits fund an amount equal to two and ninety-nine
hundredths percent of the monthly salary or wages of those employee members, beginning on the first of the month
following the transfer under section 54-52-02.14 and continuing thereafter for a period of eight years, after which time the
state board for career and technical education shall contribute one and fourteen hundredths percent of the monthly salary or
wages of those employee members. The employer of a national guard security officer or firefighter shall contribute monthly
to the retiree health benefits fund an amount equal to one and fourteen hundredths percent of the monthly salaries or
wages of all national guard security officers or firefighters participating in the public employees retirement system under
chapter 54-52. Job service North Dakota shall reimburse monthly the retiree health benefits fund for credit received under
section 54-52.1-03.3 by members of the retirement program established by job service North Dakota under section

52-11-01. The board, as trustee of the fund and in exclusive control of its administration, shall:

a. Provide for the investment and disbursement of moneys of the retiree health benefits fund and administrative
expenditures in the same manner as moneys of the public employees retirement system are invested, disbursed,
or expended.

b. Adopt rules necessary for the proper administration of the retiree health benefits fund, including enroliment
procedures.

2. All moneys deposited in the fund established under subsection 1, not otherwise appropriated, are hereby appropriated to
the board for the purpose of making investments for the fund and to make contributions toward hospital and medical
benefits coverage and prescription drug coverage under any health insurance program and dental, vision, and long-term
care benefits coverage under the uniform group insurance program for eligible retired employees or surviving spouses of
eligible retired employees and their dependents underthe-uniform-group-insurance-program as elected.

3. If a member terminates employment because of death, permanent and total disability, or any voluntary or involuntary

reason prior to retirement, the member or the member's designated beneficiary is entitled to the member's account balance

at termination. If a member's account balance is withdrawn, the member relinquishes all rights to benefits under the retiree
health benefits fund.

LTC). In addition, it
allows the credit to be
used for any health
coverage (presently it
can only be used for
PERS Health)
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SECTION 3. AMENDMENT. Section 54-52.1-03.3 of the North Dakota Century Code is amended an reenacted as follows:

54-52.1-03.3. Eligibility for retiree health benefits - Fixed contribution and reduction factors.

1

The following persons are entitied to receive credit for hospital and medical benefits coverage and prescription drug
coverage under any health insurance program and dental, vision, and long-term care benefits coverage under the uniform
group insurance program under subsection 2:

a. A member or surviving spouse of the highway patrolmen's retirement system is eligible for the credit beginning on
the date retirement benefits are effective unless the premium is billed to the employer.

b. A member or surviving spouse of the public employees retirement system is eligible for the credit beginning on the
date retirement benefits are effective unless the premium is billed to the employer.

C. A member or surviving spouse of the retirement program established by job service North Dakota under section

52-11-01 receiving retirement benefits is eligible for the credit beglnmng on the date retirement benefits are
effective unless the premium is billed to the employer.

d. A retired judge or surviving spouse receiving retirement benefits under the retirement program established under
chapter 27-17 is eligible for the credit beginning on the date retirement benefits are effective unless the premium is
billed to the employer.

e. A former participating member of the defined contribution retirement plan receiving retirement benefits, or the
surviving spouse of a former participating member of that retirement plan who was eligible to receive or was
receiving benefits, under section 54-52.6-13, is eligible as determined by the board pursuant to its rules.

The board shall calculate the allowable monthly credit toward hospital and medical benefits coverage and prescription drug

coverage under any health insurance program and dental, vision, and long-term care benefits coverage under the uniform

group insurance program for a person eligible under subsection 1 in an amount equal to five dollars multiplied by the
member's or deceased member's number of years of credited service under the highway patrolmen's retirement system, the
public employees retirement system, the retirement program established by job service North Dakota under section

52-11-01, or the judges' retirement program established under chapter 27-17. For a member of the public employees

retirement system receiving an early retirement benefit or the surviving spouse of that member, or a former participating

member of the defined contribution retirement plan who is receiving a periodic distribution and would not meet the normal
retirement provisions of the public employees retirement system, the allowable monthly credit must be reduced by three
percent if the member terminates employment within one year prior to attaining the age of sixty-five and an additional
reduction factor of six percent shall apply for each year the member terminates employment prior to attaining the age of
sixty-four. For a member of the highway patrolmen's retirement system receiving an early retirement benefit or the surviving
spouse of that member, the allowable monthly credit must be reduced by three percent if the member terminates
employment within one year prior to attaining the age of fifty-five and an additional reduction factor of six percent shall apply
for each year the member terminates employment prior to attaining the age of fifty-four. For a member of the retirement

program established by job service North Dakota under section 52-11-01 receiving an early retirement benefit or a

discontinued service annuity under the plan provisions of that retirement program or the surviving spouse of that member,

the allowable monthly credit must be reduced by three percent if the member terminates employment within one year prior
to attaining the age of sixty-five and an additional reduction factor of six percent applies for each year the member
terminates employment prior to attaining the age of sixty-four.

The board shall apply the credit allowable under subsection 2 as elected by the eligible participant to the payment of

monthly premiums required of each person eligible under subsection 1 for hospital benefits coverage and medical benefits

coverage and prescription drug coverage under any health insurance program and dental, vision, and long-term care
benefits coverage under the uniform group insurance program. The board shall allow spouses who each have credit under
subsecnon 2 to combine their credits and shall apply the combined credit to the required monthly premiums underthe
as elected pursuant to this subsection. However, if the allowable credit under any

circumstance exceeds the monthly premium in effect for selected coverage, that amount of the credit which exceeds the

Allows the retiree heath
credit to be used for
additional coverages
(Rx, dental, vision and
LTC). In addition, it
allows the credit to be
used for any health
coverage (presently it
can only be used for
PERS Health)
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premium is forfeited and may not be used for any other purpose.
4. The board may, as an alternative to the calculation of the allowable monthly credit under subsection 2, provide actuarially
reduced benefit options for the member and the member's surviving spouse including a one hundred percent joint and
survivor option; or a fifty percent joint and survivor option; : .

SECTION 4. CONTINGENT EFFECTIVE DATE. This Act becomes effective on January 1, 2014, the effective date for the
implementation of state health care exchanges as specified under section 1321 of the Patient Protection and Affordable Care Act of 2010 [P.L.
111-148] in effect on March 23, 2010, as modified by the Health Care and Education Reconciliation Act of 2010 [P.L. 111-152] in effect on
March 30, 2010, or no later than the first day of the fourth month after a date subsequently designated by the United States Department of
Health and Human Services for the implementation of state health care exchanges.

Sets the effective date
of the bill to be Jan 1,
2014 and contingent on
the passage of the ACA
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