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The Retirement Benefits Study Committee (the “Committee”) was established by Governor
Carney in September 2019 and charged with studying options for reducing Delaware’s unfunded
liability for retiree health care benefits, also known as Other Post-Employment Benefits (OPEB).

The attached report is broken into four sections — Summary of Activity, Findings, Principles for
Reform, and Recommendations. The Committee has held nine (9) public meetings. The
Committee determined that pay-as-you-go costs of State retiree health care benefits are expected
to continue to grow dramatically, placing stress on Delaware’s state budget and credit rating.
Delaware’s retiree healthcare benefits and subsidies are higher than average, the State’s OPEB
liability relative to key metrics is materially higher than all other Triple-A rated states, and the
State’s OPEB liability will balloon to more than $36 billion by 2050 if no changes are made.

The Committee agreed on key Principles for Reform. For example, any reforms should provide
retiree health care benefits for career employees that are affordable to the retiree, comparable to
those offered by similar government employers, and can be sustainably maintained within the
means of the State and its taxpayers, without placing pressure on public services or the State’s
financial strength and credit worthiness.

The Committee found that a combination of enhanced funding and benefit reforms provides the
most effective reductions in future unfunded OPEB liability.  The report makes specific
recommendations to increase the OPEB Trust Fund and outlines several benefit reform ideas for
continuing review by the Committee with an eye toward implementation in 2024 or thereafter.

The Committee will continue its work and will advance further detailed recommendations and
implementation guidance in a subsequent report due March 31, 2022. A copy of this report and
all materials reviewed by the Committee are available at:

https://finance.delaware.gov/financial-reports/committee-reports/retirement-benefit-study-
committee/

CARVEL STATE OFFICE BUILDING, 820 N. FRENCH ST., 8™ FLOOR, WILMINGTON, DE 19801
TELEPHONE: (302)577-8979
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RBSC Initial Report

Findings and Recommendations
November 1, 2021

Report Background

The Retirement Benefits Study Committee (RBSC, the Committee) was established and
resumed by the following authority:

Executive Order 34, signed by Governor John Carney on September 13, 2019
Executive Order 51, signed by Governor John Carney on July 21, 2021

This report of findings and recommendations has been prepared for Governor Carney, the
Delaware General Assembly and the Delaware Economic and Financial Advisory Council
(DEFAC) in accordance with Executive Orders Number 34 and 51, which re-established the
RBSC.

The Committee was charged with studying options for reducing the unfunded liability for Other
Post-Employment Benefits (OPEB) and making recommendations to the Governor, General
Assembly and DEFAC. This report fulfills the requirement to provide a report by November
2021. Subsequent reports are due in March 2022 and 2023.

Committee Membership

Rick Geisenberger, Chair and Secretary of Finance
Cerron Cade, Director of the Office of Management and Budget

Ruth Ann Jones, Controller General

Joanna Adams, Director of the State Office of Pensions

Faith Rentz, Director of the Office of Statewide Benefits and Insurance Coverage

Colleen Davis, State Treasurer

Rep. John L. Mitchell, appointed by the Speaker of the House of Representatives

Rep. Ruth Briggs-King, appointed by the Minority Leader of the House of Representatives
Sen. Trey Paradee, appointed by the President Pro Tempore of the Senate

Sen. David Lawson, appointed by the Minority Leader of the Senate

Michael Begatto, Executive Director, AFSCME, Council 81, appointed by the Director of the
Office of Management and Budget

Jeff Taschner, Executive Director, Delaware State Education Association, appointed by the
Director of the Office of Management and Budget

Aaron Klein, Chief Accounting Officer, Marlette Funding, appointed by the Secretary of Finance
in consultation with the Delaware State Chamber of Commerce
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Summary of Committee Activity

The Committee met nine times between September, 2019 and October, 2021 and reviewed
over 300 pages of materials in addition to past reports, appendices, and actuarial and financial
data. Materials were prepared by staff and the State’s consultants including benefits consultant
Willis Towers Watson, plan actuary Cheiron, and financial advisor PFM. The data reviewed has
included:

¢ Plan benefits, statutory and administrative

¢ Plan actuarial information

¢ Plan demographics

e Medical benefit budgetary trends

e Bond rating agency assessments

¢ Comparative OPEB financial benchmarking

e Comparative OPEB benefits benchmarking

¢ Plan options

¢ Actuarial estimates of plan options

¢ lllustrative retiree impacts of potential changes
¢ Implementation considerations for plan options

The materials reviewed by the Committee and meeting minutes are available in full at:
https://finance.delaware.gov/financial-reports/committee-reports/retirement-benefit-study-
committee/

Summary of Committee Findings
Key representative findings from the materials reviewed include:

1. Alarge and growing number of former State employees, and their spouses and
beneficiaries, receive and rely upon OPEB benefits.

2019 2020
Retirees,
Beneficiaries and 31,861 32,352
Spouses with
Coverage

Source: 12/10/2019 and 7/26/21 presentations
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2. The pay-as-you-go cost of retiree medical benefits has increased significantly and is
projected to continue to grow much faster than inflation. The liability for OPEB is also
projected to continue to grow dramatically, placing stress on the State’s net position and

financials.
i " =r
Current Projections

Assets and Liabilities

+ Liability expected to
grow from $8.7 billion
to over $22.1 billion
by 2039

M1 2001 0EF DS 027 ANDS 031 IO 03 AT 208

Aciuarial Lish ility Market Vakie of Asseis Flan Funding

70

+ Benefits expected tofis i
grow to over $670 H
million by 2040 =

- } oy 0 A4, A e Aas 0 T IY I
{:HEIRON 6? Claksic Values, Innovative Advice 15

Source: 11/12/19 presentation
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3. At June 30, 2020, 19 percent of members receiving OPEB benefits were under age 65, but
30 percent of the liability was attributable to the cost of pre-Medicare coverage.

Key Results — State OPEB

Elgible Pamicipants are Mose sclive employees or (eminated wested in the Stete, Judpes, o Stele Police Relirement Plans. Insttive participants
are refifees, deableds, spouses, and sundwing spouses with medical coverage

2020 2020 Pre- 2020

2019 Total Medicare | Medicare

Actives Actuarial Liability (AL) 54 475 $5179 $ 2,055 $3,124
Inactive AL 84 255 $ 4 698 $931 $3. 766
Total AL (in millions) $8,730 %9877 $ 2 987 $ 6,890
Market Value of Assets (MVA) $410 8 464

UAL (Total AL — MVA) (in millions) $ 8,320 $ 9,413

MVA Funded Ratio (MVA/AL) 4.7% 4.7%

Eligible Participant Counts*

Active 38,497 39,308

Terminated Vested 3,907 3,959

Inactive 31,861 32 352

Total 74,265 75,619
il e . G WillisTowers Watson 11" LI 0

T Wb T Wit &)1 rightrr. PYEES ey B Camiate Fo WE i Ty Wi B N T e it o £ Siide comt=nt developed by Chaion

Source: 7/26/21 presentation
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4. Delaware’s debt is rated AAA by the major bond rating agencies, the highest rating
available. The State’s net OPEB liability is significantly larger than other AAA-rated and
regional states relative to key metrics such as state population, personal income, and gross
state product.

AAA-Rated States: OPEB Funding Context

Moody's Adjusted Net OPEE  Moody's Adjusted Net OPEB  Moody's Adjusted Net OPEB

Liability (ANOL) Liability (ANOL) Liability (ANOL)
Per Capita as a % of Personal Income as a % of State GDP
FY2018 FY2018 FY2018

DE §7.450 14.5% 9.6%

T® 52,515 51% 4.1%

Mo | $1.774 2.8% 26%

GA 5747 1.6% 1.3%

va | 5727 1.2% 1.0%
Mo 5634 1.4% 1.2%

sC 5520 1.2% 1.2%

FL $352 0.7% 0.7%

™ $225 0.5% 0.4%

MHN 5109 0.2% 0.2%

IN 370 0.1% 0.1%

1A 358 0.1% 0.1%

ut 531 01% 0.1%

sD S0 ino employer ndad OFEE) - -

Sincis: Mooty's Weshin Saricd, "WRBEs - Adjisted fat pension kssdiics dacling. OPEB liabilks vary wikly,” Septembar 2013

@ PFM &

Source: 11/12/19 presentation
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5. A majority of the AAA-rated states either do not provide any access to coverage for new
hires, or provide access-only with no employer subsidy.

AAA-Rated States:

No OPEB No OPEB

(Al Retiress ) {Hew Hires)

sD ™
clased b naw
haras 7102015

uT

Closad o naw
haras 1/1/2006

Structure and Liability Management

Retirees Pay
100% of Blended
Premium
(implicit Subsidy)

Other Retiree Premium Cost Sharing Structures

GA
FL For individual coveraga, ratireas contribute 100% i <10 yaars of servica (YOSK
decining meramantaly to & mimimum of 25% wih 30 Y035, for depencant, retiraes
IN cantributa a minemum af 45% up to 100%, dapanding on YOS (increased fram
approw. 25% for sl prior o 2012)
1A
sC
MO Ratireas hirad since 2008 o confribute 50% of prammum if 15-24 Y05, no
comribution if 25 or more Y05 (pra-2018 hires elipble after 10 YOS)
MN

™
Futera ratireas with <6 Y05 as of 912014 to contributa 50% of prameum i <15
¥0F at ratirement, 26% i 15-19 YOS, no contribution if 20+ Y035, Retireas pay
100% of dentel. Grandfathared ratireas heve no madical contrbution.

Hotes:

Sauth Dakata had an imphcit subssdy will 2014 adjustmeants shifled &l fetiress nlo & separalely raled plan.

= \Rah coverage for prandfallered employess @ Dased on comversion of Accrised, Uiused sick leave on retirement

«  Inckanas his & defined cantributan benefil hat can be used 1o offset cost of 100% premium. State contribules $500-51,400 o &n emkiyees
secalt anvualy, with te amaunt varying by age, plis a langer ane-lime amaunt on retirement (31,0007Y0S) if minimum YOOS eigilty

TEuiraimeants are meat

» Tenmesses hames priod 1o 2015 refiring from the Stabe with 30 Y05 10 recese $50 subsidy per monlh; 20-29 YOS, 337.50; and 15-18 Y035, §25,
redinad leachers contribute 0% if <20 YOS, 30% if 20-20 YOS, 20% if 30+ YOS

@ PFM

Sourcas: Raview of siatas’ eapecive annual CAFRS The Paw Chariatle Tneis’ 51-Sieta Survey of Refines Haakh Care Liabikiks -
Decembar 2013, Tha Pew Charfiable Trusis' Staie Rairas Heakh Car Liabikiks - May 2016, HAS R4 2013 Etaie OPEB Flan Dasign
Summary. Moady's 81713 Madiars - Sdjusted nai pansion laities decling; DOPEE labikiks vary widey. National Conferanca of
Siata Lagislators 2010 and 2012 Parcian and Retimeni Flan Eracimenis in 2110 Siate Legis iwas.

Source: 11/12/19 presentation
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6. A survey of 27 responding state governments found that a majority do offer access and
employer subsidies for pre-Medicare and Medicare-eligible retirees, similar to Delaware.
However, roughly 30 percent do not subsidize retiree healthcare.

Access and/or subsidization of retiree medical programs
All States (including those not offering retiree medical)

Does your State provide access to coverage and/or financial support through an employer-sponscred plan or an
exchange to pre-Medicare and/or Medicare retirees?

Neither
m al:.cess ior S
'
Pre-Medicare 71% 21% \ 0% 7%

\ . ‘
Medicare 64%’ 18% 4% 14%

Similar to the majority of state respondents, the State of Delaware offers access and subsidy to
both Pre-Medicare and Medicare retirees.

............ WillisTowers Watson BT LI 24

TN Wi b Temvwen Wrbiors. 4| rightzmamrc. Preps ety wrc Com el Foe Wi b Ty Witaes s Wi Tovenn Wistacs dient v ooy

Source: 7/6/21 presentation
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7. Among the state survey respondents that do subsidize retiree medical benefits, the State of
Delaware employer subsidy was higher than the average on a percentage basis for both
pre-Medicare and Medicare coverage.

Pre-Medicare retiree subsidy
Cost share (retiree only coverage, for fully-vested retirees)

NE2 ME3 DE*

Cost Share

52 53 54 55

MWZ  MWI MW MWS W1 W2 VG

HE1

m State Subsidy m State Subsidy (Delaware)
Retiree Contribution Retiree Contribution (Delaware)
"DE pré-Wedicars ralines cos! share based on Sciual plan elachions in March 2021 State key
Motes: ME = Marthagst
- 4 states (NEZ, 51, 54, W1) that provide a warying subsidy amount shared a sample amount for the purpose of the m?ﬁm
sunviny, based on the fully-vested benefit amount, These ane refleched in e above chart W= West

- 5 agodional states may prowide some sulsidy 1o pre-Medicare retirees, but vary this subsidy based on a vanety of factors, inchuding:
years of serdice, cohon, age, ete. (3 from NE, 1fram 2, 1 from W) These stales are nal refleched in e abowe chart

- 52 provides access to coverage only; however, retirees ane pemitted to offset the premium by applying accrued keave toward the cost
of coverage

oo WillisTowers Watson LT LI 25

i i righésmarenrd. Proes ey wrd Ca=burdel. Poe Wil T v Wataos =2 Wil Town Wetses diet na 2=y
10%
5%
G4%
3%
wi wa Wi

Medicare-eligible retiree subsidy
Cost share (retiree only coverage)

Cost Share

HE1 NE2 HE3 HE4 HES DE* 53 54 w1 VG
m State Subsidy = State Subsidy (Delaware)
Retiree Contribution Retiree Contribution (Delaware)
State key
NE = Marthagst
5 = South
MW = Midwest
W= West

Hohas:

- Exclutas states that da nof offar or do not subsidiza refirae coveraga, or provade funding throwugh an HRA or oiher credit

- Far stales with age/servica vestmg provesaans, refas shawn reflact cost shamng for fully vested ratires {masimum subsady)

- Far NE2, subsidy formula s based on panson amawnt racaved; the prammum cost sharing for a $20, (00 pension is inclidad abava

il b, G WillisTowers Watson W'l 26
B TURT Wb Tomu Watror 4 gt Y ety B o b, P W b T s B P T Weice dint e ooy

Source: 7/6/21 presentation

8. A number of benefit reform options would result in cost savings and reduction in liability
including several options with minimal or modest impacts on retirees and members.
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Presented to RBSC on

March 9, 2020

Scenario Label Description Immediate OPEB Liability  Retiree/Member
OFEE Liability Reduction Impact
Reduction Ower 30 Years
HRA (2% Delaware elminates Medicfill coverage and moves 1o
Increase) individual marketplace structure — retiress receive annual
HRA to purchase individual coverage comparable tothe
walue of subsidy received by State of Delaware cumently, 240 $22.0n ®
with 2% snnusl incresss to HRA amount provided in future
years
Active Sp Celaware spousal subskdy by 50% for future 50.90 55.90
retiress; no impact to cument spouses of retirees
Eligibility of State Share eligibility schedule for those hired since
State Share 142007 to 50.50 59.6b
Schedule C 20 years = 50%, 25 years = T5% and 30 years = 100%
Eliminate Effective T/1/2020 future terminated vested participants
Tarm Deferred would not have access to any state health benefits, thoss $0.0b $1.4b ™
Vested Benefits | that are already terminated could siill come back and have
E access to healthcars
Set Minimum Minimumn age to start healthcare would be age 60 for State
Age for Employess and Judges but Public Safety would be age 55 50.Tb 56.8b
healthcare
Combination -55,100 HRA for Medicare retiees with 2% inflabion
starting -\esting schedule C
12021 -Future Retiree Spousses would receive 50% of benefit
-Eliminats Tem Vestsd Banefits B St St e
-Minimum age for healthcare (60 and 55 for public safaty)
il 0.5% funding

Mofa: Heakn Raimbursamant Amrangement (HRA) i a tax-frea accownt that can ba used o pay premivms for Medicare Parts &, B and D, Madicara
Adventage plan and'or supplemental plan, as well as qualified out-of-pocket eepansas (daductilas, copays, s )

PETRR———

B0 Wi b o Winkion. | righiz- e, Freps wisry mrd Cos il o Wi la Town Wabior =4 Wil Towsn Wates dient o coly

® panimal negative mpsact

Source: 7/6

/21 presentation

WillisTowers Watson LT LI 15

Moest negatve impect @ Sgnificant negative imgect

9. The survey findings indicate that benefit provisions would remain within typical ranges if

reform options were implemented as considered in Delaware. Such options would require

legislative action.

Revisiting Options with Updated Benchmarking and Market Data

Prior and New Considerations

[Establish minimum  Frevicusly evaluated (age 60 for State Employees
age for eligibility and Judges but Public Safety would be age 55)
State Share vesting Seweral options previously evaluated to increase
schedule years of service requirements for State Share
schedule
Reduce sp Pre Iy d fior current andfer future
subsidy by 50% retregs
Eliminate Term Fr ly d eliminating fits for this
Deferred Vested group
Benefits
Health Previcusly evaluated with Individual Marketplace,
Reimbursement ‘with and without index; retirees can buy up/down for
Ammangement (HRA)  prefemsd coverage and accurmulate savings for
futurs years
HRA could be offered with employer sponsored
coverage — but given imited plan cholce,
administrative burden may outweigh benefis
Group Medicare Last evaleated as part of 2016 Medical TFA RFP
Advantage and did not yiskd material cost savings ve. current
(Group MA) Medicfill. Since 2016, evolving MA market in

Delaware may yield competitive carmier proposals for
comparabde level of medical coverage; Group MA
proposals were solicited as part of 2021 Medical
TPA RFF as a potential interim solution

Banchmarking Results®

&5% of states have a minimum age
requirement (age 58 most common)

Td4% of states have eligiblity and/or
subsidy provisions that vary by YOS, but
provisions vary widely

Of those states that provide a subsidized
penefit to retiress, half provide the same
level of subsidy to retires and spouses

E0% of states allow deferred term-
vesting, including most states
surmounding Dielawars

4 states offer HRA with Individual
Marketplace connector as only option,
and 1 state offers as a choice

o states offer retiree HRA with
employer sponsored coverage

24% of states offer Group MA options
only, and 31% offer cholce of Group MA
and Medicare Suppdement ophbions

Requires

legislative
change?

Maw opticn for avaluaton

“Based an Z7 stale
byn

i b e

TN Wi b Temvwen Wrbiors. 4| rightzmamrc. Preps ety wrc Com el Foe Wi b Ty Witaes s Wi Tovenn Wistacs dient v ooy

esponGants as of Sapt H0E0 (sea full report for more details)

Source: 7/6/21 presentation

WillisTowers Watson BWI'PLI 17
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10. Increasing the OPEB Trust Fund pre-funding by a recurring contribution equal to roughly 1%
of the State’s operating budget would reduce the growth of the State’s unfunded liability
long-term, but the unfunded liability would continue to grow and remain substantial, absent
benefit reforms.

Increased Funding Alone Improves but does not
Solve the Liability Challenge

ssom  Projected Unfunded Actuarial Liability
s40,000 with and without Enhanced Funding

Baseline - Current

Funding
530,000
ey Baseline - Enhanced
= Funding
£520,000

415,000
510,000
55,000
50

Souroes Predirrsnary estrabes by Chelron

Source: 8/30/21 presentation
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11. Implementation of individual benefit eligibility reform options would also not prevent the total
and unfunded liability from increasing. Combinations of enhanced funding and benefit

reform would provide the most effective reductions in future unfunded liability.

Combinations of Benefit Modifications and Additional
Funding Significantly Reduce OPEB Net Liability

Baseline
Eliminate Future Terminated Vesteds

Minimum Required Age 60/ 55
HRA (2% Increase

Combinaticn

Baseling 5787 52,024 | 533,424 59,917 29.7% 3.0%
Eliminate Future Terminated Vesteds 5743 §1,880 | 531,451 50,917 31.5% 31%
Minimum Required Age B0/ 55 5690 5746 516,831 59,917 58.9% 7.0%
HRA (2% Increase 566 337 11,055 9917 89, 7% 7.0%
Cornbination 5374 5142 55,850 55,670 96.8% 7.0%
Group Medicare Advantage w EGWP for Ax 5712 51,652 528,027 50,917 35.4% 3.3%

Sourre; Freliminary estimates by Chedron

Comhbination of Benefit Modifications and Additional
Funding Significantly Reduce OPEB Net Liability

Projected Unfunded Actuarlal Liability under Modified Benefit and Funding Alternatives

540,000
539,000
Bazeline - Currert Funding
530,000
I dge - Current Funding
L5000
Basaling-Enhaned Funding
-
E
Z 410,000
£ 00
£
£15.000
£10,000

Minimum &ge- Enhaneed Funding
i \hﬁ\_

S0
B S Ll G R R S ol

Sourre; Freliminary estimates by Cheiron

oo - Enh e Furdeg

Source: 8/30/21 presentation
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Committee Principles for Reform

Based on the findings and plan options reviewed and the Committee’s discussions, the following
principles were developed:

VI.

VII.

VIII.

Provide retiree health care benefits for career employees that are affordable to the
retiree, comparable to those offered by similar government employers, and can be
sustainably maintained within the long-term resources made available to the State by its
taxpayers, without placing pressure on public services or the state’s financial strength
and creditworthiness.

Preserve benefit eligibility and comparable level of coverage for career employees that
have already retired or are near retirement.

Provide a benefit that is transparent, understandable, predictable, and accessible.

Provide quality customer service and education to assist retirees with structural changes
or transitions.

Implement steps to reduce the unfunded OPEB liability through a combination of
enhanced recurring funding above pay-go funding, benefit reforms, and increases in the
actuarial discount rate as a result of such changes. The magnitude of benefit savings
generated by reform should be of at least equal magnitude to enhanced funding within
an actionable timeframe, e.g., within five to ten years of adopting reforms.

Transition OPEB funding from pay-go funding to the pension funding model, which uses
current taxpayer resources to pre-fund future liabilities as they are earned by employees,
by enhancing the current budgetary pre-funding of 0.36% of payroll. Possible
mechanisms would include an OPEB Trust Fund Carveout from the Budget Benchmark
Appropriation and Index structure, and/ or a gradual scheduled increase in the
percentage of payroll pre-funding amount, within actuarially determined levels.

Target benefit reforms to be as minimally disruptive to career employees as possible,
and to balance expected savings equitably in proportion to the costs and liabilities
generated by retirees receiving pre-Medicare and Medicare medical benefits.

Through the combination of principles above, demonstrate meaningful improvement by
reaching an actuarial funded ratio of OPEB liabilities of at least 60% by 2050, including
funding 100% of the Actuarially Determined Contribution (ADC), and demonstrate
interim progress toward that objective by reaching an actuarial funded ratio of at least
10% by 2033, and 50% of the ADC.
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Evaluate the current benefit and premium-sharing structure to identify opportunities to
bring cost growth in line with inflation by introducing consumer choice and plan flexibility.
This potentially includes such mechanisms as: providing retirees an indexed employer
contribution to purchase coverage, such as in the individual Medicare marketplace; or,
changing the statutory premium-sharing formula from a structure that defines and limits
retiree contributions to one that limits employer contributions within fixed ranges as a
percent of payroll, and requires changes in benefits and/ or retiree contributions when
the ranges are exceeded.

Benefit reforms that would impact eligibility of active or future employees should be
evaluated within the context of overall employee compensation and consider trends in
salaries and other compensation.

Committee Recommendations

The Committee reviewed and discussed numerous options, many of which merit further study
but require further analysis, documentation and data from the market before they are ripe for
action by the Governor and General Assembly. At this time, in meeting the timeframe required
by Executive Order 51, the Committee is prepared to recommend the following:

Transition OPEB funding from pay-go to pre-funding to reduce the unfunded liability over
time, through the following mechanisms:

a. A substantial increase in recurring funding by adopting an OPEB Trust Fund
Carveout from the Budget Benchmark Appropriation and Index structure. The
structure reviewed by the Committee consisted of a set-aside from available
extraordinary revenues in a fiscal year equal to 1% of the operating budget.

b. Increasing the OPEB Fund payroll rate adopted in the annual Budget Bill from
the current 0.36% to an amount that provides a more material increase in Fund
assets over time. This could be accomplished by maintaining the overall
benefits payroll rate for FY22, 22.80% of payroll (inclusive of the pension
liability, retiree health insurance costs, and OPEB fund), as a floor, such that any
decreases in individual portions of the rate such as the pension rate would result
in a corresponding increase to the OPEB Fund rate. Note that the FY20 gap
between the actuarial expense of OPEB and the pay-go contribution plus the
0.36% pre-funding was equal to 15.34% of payroll, at the pay-go discount rate of
2.21%.

c. Provide additional one-time contributions when circumstances such as one-time
revenues or surpluses permit, similar to Section 16 (Escheat — Special Funds) of
the FY 2022 Bond and Capital Improvement Act (SB 200).
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Continue reviewing the following benefit options for potential implementation effective
January 1, 2024 or thereafter:

a. Transitioning coverage of Medicare-eligible retirees from the Medicare
Supplement to an employer-sponsored Medicare Advantage plan or to an
indexed employer subsidy, funded through a Health Reimbursement Account
(HRA), for purchasing Medicare coverage on the individual marketplace. The
State Employee Benefits Committee is currently reviewing Medicare Advantage
proposals, but review of the HRA/ marketplace option would require an
additional RFP to evaluate the cost structure and implementation steps.

b. Develop and implement a plan to educate active and retired members on the
issues, challenges and opportunities highlighted in the Findings and Principles
for Reform sections of this report and gain feedback on options under
consideration through meetings and a survey.

c. Reduce the State share/ subsidy for spouses of retirees from 100% to 50% for
future retirees after a certain effective date, for those that have not reached
retirement eligibility status.

d. Moadify the eligibility schedule for State share/ subsidy for those hired since
1/2007 to 20 years of service = 50%, 25 years = 75% and 30 years = 100%,
after a certain effective date.

e. Establish a minimum age to enroll on the retiree medical plan of 60 for State
Employees and 55 for employees subject to a mandatory retirement age,
providing a deferred benefit for those that retire prior to the minimum. This would
apply after a certain effective date, for those that have not reached retirement
eligibility status.

f. Eliminate the ability to access retiree medical benefits for vested employees that
terminate their State service without filing with the Pension Office for retirement.
This would apply to employees that terminate after a certain effective date, and
require employees in the future to retire from State service in order to receive
the retiree medical benefit.

Advance further detailed recommendations and implementation guidance in the
additional report required by March 31, 2022, under Executive Order 51. Based on
Principle VII above, it is anticipated that detailed recommendations would include
Recommendations | and Il.a above, along with one or two options from among II.b-f.
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