
 

  

 

 
  December 20, 2014 

 

 

 

The Honorable S. Chris Jones, Chairman, House Appropriations Committee 

The Honorable Walter A. Stosch, Co-Chairman, Senate Finance Committee 

The Honorable Charles J. Colgan, Co-Chairman, Senate Finance Committee 

 

 

Subject:  Report on the State Employee Health Insurance Program’s Proposed Premiums and  

   Plan Changes 

 

 Pursuant to Item 82 F of Chapter 3, 2014 Acts of Assembly, Special Session 1, the 

attached report details the assumptions included in the Governor’s introduced budget for the state 

employee health insurance program. It includes the proposed premium schedule and the 

proposed changes to the benefit structure for fiscal year 2016. 

 

 Please contact me if there are any questions.  

 

 Sincerely, 

                                                                   
    Sara Redding Wilson 

 

 

 

cc: The Honorable Nancy Rodrigues 

      Secretary of Administration
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State Employee Health Plan Proposed Premium and Benefit Structure for Fiscal Year 2016   

 

 

Pursuant to Item 82 F of Chapter 3, 2014 Acts of Assembly, Special Session 1, this report details the assumptions included in Governor 

McAuliffe’s introduced budget for the state employee health insurance program. The report includes the proposed changes to the benefit 

structure and provisional premium schedules. Consistent with fiscal year 2015 premiums, all premium schedules assume that available 

premium rewards have been earned by the employee (and spouse). Premiums will be finalized at the conclusion of the legislative process. 

 

 

Description of Exhibit A - Aon Hewitt Premium Schedule—October 23, 2014  

 

Exhibit A contains the provisional premiums submitted on October 23, 2014 by Aon Hewitt, the health plan’s actuary. These premiums 

contain no changes to the plan design in place during fiscal year 2015, but the following factors are built in:  

 

 Utilization Rate. This reflects the amount of services projected to be used. Utilization is an integral element of trend, which is the 

expected percentage of increase or decrease in overall claims costs year over year before plan, enrollment, and Incurred But Not 

Reported (IBNR) changes. Trend in fiscal year 2016 is projected to be between six and eight percent. 

 

 Inflation Rate. The projected increase in cost for services year over year. Inflation is also an integral element of trend. 

 

 IBNR Funding Amount. IBNR is the projected dollar amount of claims incurred during the plan year for which bills are not 

submitted by the provider until after the plan year ends. It is also an integral element of trend. Funding for IBNR was depleted in 

recent years due to premium subsidies. Consistent with Item 82 D of Chapter 3, 2014 Acts of Assembly, Special Session 1, there is a 

plan to rebuild IBNR over a five year period. The projected IBNR funding amount for fiscal year 2016, which is the third year of this 

period, is $23.7 million.  
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Description of Exhibit B – Aon Hewitt Premium Schedule—November 18, 2014 

 

Exhibit B contains the proposed premiums submitted by Aon Hewitt on November 18, 2014, which continue to factor in utilization and 

inflation as described above and include the plan design changes listed below. 

  

These premiums also reflect the removal of $23.7 million in incremental IBNR funding, which is the entire amount of funding included in the 

preliminary October 23, 2014 premiums in Exhibit A. Since the 60 percent IBNR funding level required by the third year of the five year 

rebuilding plan has already been achieved, no additional funds are included in these fiscal year 2016 premiums.  

 

COVA Care plan design changes: 

 

 Deductible Increase. The COVA Care plan year deductible will increase from $225 (single)/ $450 (family) to $300 (single)/ $600 

(family) to bring the deductible in line with industry standards. The new deductible levels remain lower than those for many other 

plans.  

 

 Out of Pocket Maximum (OOPM) Increase. The Affordable Care Act (ACA) requires plans to include prescription drug costs in the 

OOPM calculation. Currently, COVA Care’s OOPM accounts for medical and behavioral health costs, but not prescription drug costs. 

As of July 1, 2016, the COVA Care OOPM calculation will include prescription drug, medical and behavioral health costs. The plan’s 

OOPM will increase from $1,500 (single)/ $3,000 (family) to $2,500 (single)/$5,000 (family). This plan design change should have 

minimal impact on most employees.  

 

 Physical Therapy Co-Pay Decrease. The copay for physical therapy will decrease from $25 Primary Care Physician (PCP)/$35 

Specialist to $15, regardless of setting. This reduces financial barriers to relatively low-cost treatment and early intervention, which 

potentially delays or eliminates higher cost treatment. This change supports a recommendation in the June 30, 2014 Musculoskeletal 

Program Report.  

 

 Compound Drugs Prior Authorization Requirement. A prior authorization requirement will be implemented to limit plan expenses 

for compound drugs. With this program, compound drug claims will only be covered when the primary ingredient, by cost, is U.S. 

Food and Drug Administration (FDA) approved and not otherwise excluded by the plan. 

 

 Androgen Prior Authorization Requirement. A prior authorization requirement will be implemented for topical or injectable 

testosterone. With this program, androgens will only be covered for FDA approved or medically accepted indications. 
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 Hearing Examination Frequency Increase. Members with buy-up plans that include hearing benefits will see their coverage 

enhanced so that they may receive a covered hearing exam annually instead of once every four years, which is the current benefit.  

 

 Oncology Provider Education Program.  This program will provide guidance to physicians in choosing clinically appropriate and 

cost effective chemotherapeutic medicines for the treatment of common cancers. There is no direct cost to the plan for implementing 

this program. 

 

 Nurseline Elimination. The Nurseline service will be eliminated due to low utilization. Instead of the Nurseline program, the 

telemedicine program described below will be added.   

 

COVA Care and COVA HealthAware plan design change: 

 

 Telemedicine Program. This telemedicine program will allow members immediate access to doctors to treat appropriate conditions 

through a computer-based interface.     

  

COVA Care, COVA HDHP, and COVA HealthAware potential plan design change:  

 

 Waste Calculator Implementation. This is a tool to identify both high value and low value services, which will allow the health plan 

to consider future plan changes designed to provide wider utilization of high value providers and services. High value services are 

generally expected to yield better results at lower costs. This implementation is contingent upon receipt of grant funding to pay for it.  

 

 

Description of Exhibit C – Aon Hewitt Premium Schedule—November 21, 2014 

 

Exhibit C continues to factor in utilization and inflation. It also contains the plan design changes listed in the description of Exhibit B, as well 

a HIF adjustment of $12,742,840.  

 

 HIF Adjustment. The HIF adjustment of $12,742,840 results from a one-time cash transfer of $1,763,697 from the Department of 

Human Resource Management’s Special Fund and $10,979,143 from the Administration of Health Insurance’s, Health Insurance Fund 

- State Restricted. The adjustment appears in the “HIF Funding Supplement” line item of Exhibit C. The HIF Funding Supplement 

decreases the monthly premium by $7-$18 based on tier compared to Exhibit B.   
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The total rate increase for fiscal year 2016 when compared to fiscal year 2015 is 2.9%, which is 4% less than the 6.9% increase included in 

Chapter 3, Special Session 1, 2014 Acts of Assembly for the general fund share of the employer’s portion of premiums, saving $22,971,312 

in general funds. 

 

 

Description of Exhibit D – Department of Planning and Budget Premium Schedule and General Fund Breakout—December 17, 2014 

 

Exhibit D contains the premium schedule and the general fund breakout developed by the Department of Planning and Budget for Governor 

McAuliffe’s proposed budget. The premium schedule and general fund estimates are consistent with the November 21, 2014 actuarial 

estimates, inclusive of the plan design changes recommended by Governor McAuliffe, developed by Aon Hewitt.   
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Exhibit A: Aon Hewitt Premium Schedule—October 23, 2014 
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Exhibit D: Department of Planning and Budget Premium 

Schedule and General Fund Breakout—December 17, 2014 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  



Governor’s Amended 2014 – 2016 Budget (HB 1400/SB 800) - Proposed FY 2016 Health Insurance Premium Changes 

 

 
 

 
 

 

FY 2016 Enrollment Current FY 2015 Premiums Proposed FY 2016 Premiums Increase Over FY 2015

Plan/Coverage
Active 

Employees
Retirees Employer Employee

Total 

Active
Retirees Employer Employee

Total 

Active
Retirees Employer Employee Retirees

COVA Care, Single 30,802 5,506 $529 $58 $587 $587 $543 $59 $602 $602 $14 $1 $15

COVA Care, Family 26,954 232 $1,390 $196 $1,586 $1,586 $1,427 $201 $1,628 $1,628 $37 $5 $42

COVA Care, Dual-Minor 6,118 121 $948 $137 $1,085 $1,085 $973 $141 $1,114 $1,114 $25 $4 $29

COVA Care, Dual-Spouse 14,309 1,178 $948 $137 $1,085 $1,085 $973 $141 $1,114 $1,114 $25 $4 $29

COVA HealthAware, Single 1,842 82 $529 $9 $538 $538 $543 $6 $549 $549 $14 -$3 $11

COVA HealthAware, Family 1,322 4 $1,390 $62 $1,452 $1,452 $1,427 $56 $1,483 $1,483 $37 -$6 $31

COVA HealthAware, Dual-

Minor

209 3 $948 $47 $995 $995 $973 $44 $1,017 $1,017 $25 -$3 $22

COVA HealthAware, Dual-

Spouse

428 19 $948 $47 $995 $995 $973 $44 $1,017 $1,017 $25 -$3 $22

COVA High Deductible, 

Single

268 124 $456 $0 $456 $456 $465 $0 $465 $465 $9 $0 $9

COVA High Deductible, 

Family

190 0 $1,237 $0 $1,237 $1,237 $1,262 $0 $1,262 $1,262 $25 $0 $25

COVA High Deductible, 

Dual-Minor

37 1 $847 $0 $847 $847 $864 $0 $864 $864 $17 $0 $17

COVA High Deductible, 

Dual-Spouse

91 12 $847 $0 $847 $847 $864 $0 $864 $864 $17 $0 $17

Kaiser Permanente, Single 785 38 $491 $58 $549 $549 $514 $59 $573 $573 $23 $1 $24

Kaiser Permanente, Family 833 5 $1,276 $196 $1,472 $1,472 $1,335 $201 $1,536 $1,536 $59 $5 $64

Kaiser Permanente, Dual-

Minor

172 5 $873 $137 $1,010 $1,010 $913 $141 $1,054 $1,054 $40 $4 $44

Kaiser Permanente, Dual-

Spouse

307 13 $873 $137 $1,010 $1,010 $913 $141 $1,054 $1,054 $40 $4 $44

Waived Coverage 9,376 756 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Total/Average Amounts 94,043 8,099 $839 $109 $948 $641 $861 $112 $973 $658 $23 $3 $17

Annual Cost Summary

GF (Employer) NGF (Employer)

Employee 

Share

Early Retiree 

Share TOTAL

FY 2015 $22,992,502 $23,235,189 $5,857,500 $3,014,224 $55,099,415

FY 2016 $36,289,221 $36,498,530 $9,036,412 $4,726,088 $86,550,251

General Fund FY 2016 Cost Break-Out 

Funding for State Employee Health Insurance:  $36,289,221 

Funding for UVA Health Insurance: $252,199 

Total GF Cost Funded in HB 1400/SB 800: $36,541,420 

51 


