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 December 18, 2015 

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 665, 2015 Virginia Acts of Assembly, 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 2017. 

Please contact me if there are any questions. 

Sincerely, 

Sara Redding Wilson 

cc: The Honorable Nancy Rodrigues 

      Secretary of Administration 



State Employee Health Plan Proposed Premium and Benefit 

Structure for Fiscal Year 2017   



Pursuant to Item 82.F of Chapter 665, 2015 Virginia Acts of Assembly, this report details the assumptions included in Governor McAuliffe’s 

introduced 2016 – 2018 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 2016 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—November 4, 2015 

Exhibit A contains the provisional premiums submitted on November 4, 2015, by Aon Hewitt, the health plan’s actuary. These premiums 

contain no changes to the plan design in place during fiscal year 2016, 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 2017 is projected to be between six and nine percent.

 Inflation rate. The projected percentage increase in cost for services year over year. Inflation is an integral element of the trend

estimate.

 Incurred But Not Reported (IBNR). 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. Funding for IBNR was depleted in recent years due to premium subsidies.

Consistent with Item 82.D of Chapter 665, 2015 Virginia Acts of Assembly, there is a plan to rebuild IBNR over a five year period.

The projected IBNR funding amount for fiscal year 2017, the fourth year of the rebuilding period, is $14.1 million, if needed. Due to

the current Health Insurance Fund (HIF) positive balance, the fiscal year 2017 incremental funding level appears covered and is not

included in this premium schedule.

 Rate update excludes subsequent cash transfer to HIF. The fiscal year 2017 rate schedule represents a 9.3% increase vs. the FY

2016 rates and excludes a subsequent cash transfer to the HIF. The fiscal year 2016 rates were adjusted based on the one-time cash

transfer of $12.7 million.  The baseline actuarial rate change projecting plan cost year over year is 8.2% with an additional 1.1% for

fiscal year 2017 to update the rates based on the discontinuation of a further cash transfer to the HIF.

Description of Exhibit B – Aon Hewitt Premium Schedule—December 17, 2015 

Exhibit B contains the proposed premiums submitted by Aon Hewitt on December 17, 2015, which factor in utilization, inflation, and IBNR. 

The proposed premiums do not include any plan design changes and are developed so that all increases to the base option in each plan are 

paid by the state, not the employee. As always, the entire cost of each buy-up shall be charged solely to the employee for each plan’s 

applicable buy-ups. For example, an employee who enrolls in any COVA Care option will experience no increase in the employee share of 



the portion of the premium that covers “Cova Care with Basic Dental.” However, an employee who chooses the “COVA Care plus Expanded 

Dental” option will pay 100% of the portion of the premium allocated to Expanded Dental coverage.  

Description of Exhibit C - Department of Planning and Budget Premium Schedule and General Fund Breakout—December 17, 2015 

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

McAuliffe’s proposed 2016 – 2018 budget. The premium schedule and general fund estimates are consistent with the December 17, 2015 

actuarial estimates developed by Aon Hewitt. Governor McAuliffe does not recommend any plan design changes. However, the Governor 

recommends all increases to the base option in each plan be paid by the state, not the employee, and the entire cost of each buy-up be charged 

solely to the employee for each plan’s applicable buy-ups. For example, an employee who enrolls in any COVA Care option will not see an 

increase in the employee share of the portion of the premium that covers “COVA Care With Basic Dental.” However, an employee who 

chooses the “COVA Care Plus Expanded Dental” option will pay 100% of the portion of the premium allocated to Expanded Dental 

coverage.  



Exhibit A: Aon Hewitt Premium Schedule—November 4, 2015 
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Exhibit B: Aon Hewitt Premium Schedule—December 17, 2015 
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Exhibit C: Department of Planning and Budget Premium 

Schedule and General Fund Breakout—December 17, 2015 
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Governor’s Proposed 2016 - 2018 Budget (HB/SB 30) – Proposed FY 2017 Health Insurance Premium Changes 

 

 
 

 
 

 

 

  

FY 2017 Enrollment FY 2016 Premiums Paid Proposed FY 2017 Premiums Change Over FY 2016

Plan/Coverage
Active 

Employees
Retirees Employer Employee

Total 

Active
Retirees Employer Employee

Total 

Active
Retirees Employer Employee Retirees

COVA Care, Single 29,990 5,143 $543 $59 $602 $602 $601 $59 $660 $660 $58 $0 $58

COVA Care, Family 26,324 227 $1,427 $201 $1,628 $1,628 $1,582 $201 $1,783 $1,783 $155 $0 $155

COVA Care, Dual-Minor 5,750 121 $973 $141 $1,114 $1,114 $1,079 $141 $1,220 $1,220 $106 $0 $106

COVA Care, Dual-Spouse 14,226 1,088 $973 $141 $1,114 $1,114 $1,079 $141 $1,220 $1,220 $106 $0 $106

COVA HealthAware, Single 2,314 85 $543 $6 $549 $549 $595 $4 $599 $599 $52 -$2 $50

COVA HealthAware, Family 1,397 5 $1,427 $56 $1,483 $1,483 $1,563 $53 $1,616 $1,616 $136 -$3 $133

COVA HealthAware, Dual-

Minor

237 3 $973 $44 $1,017 $1,017 $1,066 $42 $1,108 $1,108 $93 -$2 $91

COVA HealthAware, Dual-

Spouse

521 18 $973 $44 $1,017 $1,017 $1,066 $42 $1,108 $1,108 $93 -$2 $91

COVA High Deductible, 

Single

295 114 $465 $0 $465 $465 $511 $0 $511 $511 $46 $0 $46

COVA High Deductible, 

Family

191 4 $1,262 $0 $1,262 $1,262 $1,387 $0 $1,387 $1,387 $125 $0 $125

COVA High Deductible, 

Dual-Minor

39 1 $864 $0 $864 $864 $949 $0 $949 $949 $85 $0 $85

COVA High Deductible, 

Dual-Spouse

102 19 $864 $0 $864 $864 $949 $0 $949 $949 $85 $0 $85

Kaiser Permanente, Single 786 36 $514 $59 $573 $573 $536 $59 $595 $595 $22 $0 $22

Kaiser Permanente, Family 824 5 $1,335 $201 $1,536 $1,536 $1,394 $201 $1,595 $1,595 $59 $0 $59

Kaiser Permanente, Dual-

Minor

165 2 $913 $141 $1,054 $1,054 $954 $141 $1,095 $1,095 $41 $0 $41

Kaiser Permanente, Dual-

Spouse

321 12 $913 $141 $1,054 $1,054 $954 $141 $1,095 $1,095 $41 $0 $41

Waived Coverage 9,382 836 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Total/Average Amounts 92,864 7,719 $858 $111 $969 $649 $949 $111 $1,060 $710 $91 $0 $62

FY 2017 Incremental Cost from Chapter 665, 2015 Acts of Assembly

GF (Employer) NGF (Employer)

Employee 

Share

Early Retiree 

Share TOTAL

FY 2017 $51,460,094 $49,977,994 ($124,020) $5,730,768 $107,044,836
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Governor’s Proposed 2016 - 2018 Budget (HB/SB 30) – Proposed FY 2018 Health Insurance Premium Changes 

 

 
 

 
 

FY 2018 Enrollment Proposed FY 2017 Premiums Proposed FY 2018 Premiums Increase Over FY 2017

Plan/Coverage
Active 

Employees
Retirees Employer Employee

Total 

Active
Retirees Employer Employee

Total 

Active
Retirees Employer Employee Retirees

COVA Care, Single 29,990 5,143 $601 $59 $660 $660 $647 $71 $718 $718 $46 $12 $58

COVA Care, Family 26,324 227 $1,582 $201 $1,783 $1,783 $1,699 $239 $1,938 $1,938 $117 $38 $155

COVA Care, Dual-Minor 5,750 121 $1,079 $141 $1,220 $1,220 $1,159 $167 $1,326 $1,326 $80 $26 $106

COVA Care, Dual-Spouse 14,226 1,088 $1,079 $141 $1,220 $1,220 $1,159 $167 $1,326 $1,326 $80 $26 $106

COVA HealthAware, Single 2,314 85 $595 $4 $599 $599 $647 $4 $651 $651 $52 $0 $52

COVA HealthAware, Family 1,397 5 $1,563 $53 $1,616 $1,616 $1,699 $58 $1,757 $1,757 $136 $5 $141

COVA HealthAware, Dual-

Minor

237 3 $1,066 $42 $1,108 $1,108 $1,159 $46 $1,205 $1,205 $93 $4 $97

COVA HealthAware, Dual-

Spouse

521 18 $1,066 $42 $1,108 $1,108 $1,159 $46 $1,205 $1,205 $93 $4 $97

COVA High Deductible, 

Single

295 114 $511 $0 $511 $511 $555 $0 $555 $555 $44 $0 $44

COVA High Deductible, 

Family

191 4 $1,387 $0 $1,387 $1,387 $1,508 $0 $1,508 $1,508 $121 $0 $121

COVA High Deductible, 

Dual-Minor

39 1 $949 $0 $949 $949 $1,032 $0 $1,032 $1,032 $83 $0 $83

COVA High Deductible, 

Dual-Spouse

102 19 $949 $0 $949 $949 $1,032 $0 $1,032 $1,032 $83 $0 $83

Kaiser Permanente, Single 786 36 $536 $59 $595 $595 $576 $71 $647 $647 $40 $12 $52

Kaiser Permanente, Family 824 5 $1,394 $201 $1,595 $1,595 $1,495 $239 $1,734 $1,734 $101 $38 $139

Kaiser Permanente, Dual-

Minor

165 2 $954 $141 $1,095 $1,095 $1,023 $167 $1,190 $1,190 $69 $26 $95

Kaiser Permanente, Dual-

Spouse

321 12 $954 $141 $1,095 $1,095 $1,023 $167 $1,190 $1,190 $69 $26 $95

Waived Coverage 9,382 836 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Total/Average Amounts 92,864 7,719 $949 $111 $1,060 $710 $1,021 $132 $1,152 $773 $71 $21 $62

FY 2018 Incremental Cost from Chapter 665, 2015 Acts of Assembly

GF (Employer) NGF (Employer)

Employee 

Share

Early Retiree 

Share TOTAL

FY 2018 $91,731,143 $89,318,953 $23,191,560 $11,488,992 $215,730,648

 

  

 

 

 

  

      

      


	RD502A
	RD502B

