State Health Benefits Program (SHBP) Rate Increase Information
How much has, Aon, the state's consultant, proposed raising healthcare rates for 2023?
The proposed increase is 20.7% for people in CWA Unity and 18.6% for state workers in other
plans, but over 22% for Local Government workers in NJ Direct 10 or 15.

Are 20% plus increases in health premiums for 2023 typical?
No. Large employers are seeing increases in the 7.0 to 8.0% range.

Why is the proposed health insurance premium increase so high?
Our insurance carrier, Horizon, has failed to meet multiple guarantees of cost savings.
Additionally, the state’s consultant Aon is stating that the increase is due to inflation and “COVID
Bounce Back”. We believe that Aon has again overestimated the need for an increase.

Who has the authority to approve the premium rates?
Formally the SHBP Commission and the SEHBP Commission have the authority to determine,
and approve the premium rates. Unfortunately on the SHBP Commission union members are in
the minority.

Is CWA in negotiation to stop the health premium increase?
CWA and the other state worker unions have contract re-openers that are triggered when
proposed rate increases are this high. Conversation and negotiation have already begun
between the unions and the state to find ways to stop the proposed health care increase.
Agreements reached at the bargaining table are then implemented by the Plan Design
Committee and Commission.

Who else impacts health premium rates?
The State Health Benefits Plan Design Committees, composed of equal numbers of union and
management representatives, can make changes to plan design and implementation that can
save money that end or lower the need for premium increases. The Union members on the
PDC propose changes that lessen payments to providers and insurers without increasing
member costs or decreasing our benefits.
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What could the proposed increase cost me?
If the state doesn’t negotiate to lower premiums, you could pay over 20% more in payroll health
contributions every pay period. The actual amount you could lose depends on the type of
coverage you have (single, family, etc.) and your income. See the next chart for a few
examples for members in CWA Unity/NJ Direct, Omnia or the high deductible plans.

How much more a year will I lose if the 20.7% increase goes through
Single

Member & Spouse

Family

Parent & Child

$35,000

$147

$180

$196

$180

$55,000

$350

$463

$514

$463

$75,000

$557

$875

$1,017

$823

$95,000

$597

$994

$1,332

$926

A typical state worker making $75,000 with family coverage will see a 1.36% pay cut.

What are we doing to fight this increase?
CWA has put together a coalition of state and local government worker unions to increase our
power. We are also at the bargaining table with the state to stop the increase.
What can my co-workers, family and I do?
Call the Governor at 833-479-1993 during the day on your lunch and break time and tell him to
stop the health contribution increase. (see attached flyer)
What else can we do?
Attend the All-Union Rally at the Statehouse on Tuesday September 13 at Noon to stop the
health contribution increase. Plan now to take off the time you need to attend. Contact your
local union for information about transportation and staging locations to the rally. (see attached
flyer)
For more information and management’s view see attached Treasury document “SHBP and
SEHBP Rate Renewal for Plan Year 2023 Frequently Asked Questions (FAQ)”.

CWA

Ver. 1

[8/29/22]

NJ DIVISION OF PENSION & BENEFITS

SHBP and SEHBP Rate Renewal for Plan Year 2023
Frequently Asked Questions (FAQ)

The annual process of calculating and setting the Plan Year 2023 premium rates for the State
health benefits plans is currently underway. Premium rates for State and local employers and
members participating in the State Health Benefits Plan (SHBP) and the School Employees
Health Benefits Plan (SEHBP) likely will increase by 12-22%, depending on the plan.
The following covers frequently asked questions about the process, the likely impact on health
benefits plan members and employers, and related questions. The Plan Year 2023 Rate Setting
Recommendations Analysis presented to the SHBP and SEHBP Commissions can be found on
our website: https://www.nj.gov/treasury/pensions/rate-renewal.shtml

Q. How are the SHBP and SEHBP premium rates determined each year?
A. The Division of Pensions and Benefits (the Division) in the New Jersey Department of the
Treasury engages an actuarial consultant to analyze actual claims information for all SHBP
and SEHBP plan members during the prior plan year. The Division’s consultant is Aon, an
independent, expert actuarial/health care consulting firm. Aon’s analysis includes actual
claims experience of the prior year and the plans’ coverage levels and cost-sharing
arrangements, as well as assumptions about ongoing inflation, likely trends in health services
utilization, input from Division professionals, and the impact, if any, of other measures or
services that may influence members’ health care decisions. Upon completion of that
analysis, Aon presents to the Commissions preliminary premium rates for the following plan
year.

Q. Who has authority to approve the premium rates?
A. Under State statutes (N.J.S.A.52:14-17.28, -17.29, and -17.39 and -17.46.5 and -17.46.6), the
SHBP Commission and the SEHBP Commission have sole authority to determine and

approve the premium rates. The memberships of the commissions are set in statute. The
Treasurer’s designee sits as Chair of the SHBP Commission. Each member of the
Commission, including the Chair, has one vote.
Q. When do the Commissions set the premium rates?
A. Each year, the Commissions receive a presentation from the Division and Aon, usually in
early to mid-July, which sets out the preliminary rate renewal information, including the
changes for every plan in each employer group, and explains the process and the basis for
Aon’s calculations of those rate changes. The Commission members typically send questions
and requests for additional information to the Division, and responses are provided in the
following weeks to the Commission members. Each Commission then has a subsequent
public meeting – often in late July, but occasionally as late as September – to vote on the
actuaries’ final recommended rate calculation.

Q. When will the Commissions meet to approve the rates for Plan Year 2023?
A. As of July 25, 2022, the meeting date for the Commissions’ vote on the rate changes has not
yet been scheduled. The Commission members have submitted extensive information
requests to the Division and Aon, and providing responsive information will require at least
2-3 weeks. The Commissioners will also require time to review the responsive information.
As stated above, each year the rates are typically renewed during the July-August timeframe,
although there have been some years during which the final rate approvals occurred in early
September. It is important to the Division to ensure that rates are approved to allow sufficient
time to prepare for open enrollment periods in October, and to provide local employers as
much notice as possible of the new rates.

Q. Can the Treasurer or the Governor overrule a decision by the Commissions?
A. No. No other State official, including the Treasurer and the Governor, has statutory authority
to override a majority vote of the Commissions.

Q. Has the process changed this year?
A. No. The process explained above has been the same this year as it has been for the
Commissions every year for well over a decade.

Q. I read that the rates would be voted on sometime during the week of July 25. Is that
wrong?

A. While the SHBP Commission is scheduled to meet on July 25, its agenda will not include any
discussion or approval of plan year 2023 rates. The Commission will be hearing member
appeals only during its July 25 meeting. As noted above, the meeting for the Commissions’
vote on rate increases has not yet been scheduled.

Q. Are the Commissions and the Plan Design Committees the same thing?
A. No. The Plan Design Committees (PDCs) were created by L. 2011, c. 78, § 45 and § 461 and
have a different role than the Commissions. The Commissions have statutory contracting
authority2, while the PDCs “set the amounts for maximums, co-pays, deductibles, and other
such participant costs for all plans offered in the [SHBP/SEHBP].”3 The PDCs also “have the
responsibility for and authority over the various plans and components of those plans”
offered by the SHBP and the SEHBP including the “authority to create, modify, or terminate
any plan or component.”4 Thus, the PDCs are responsible for setting and approving changes
to the design of the health benefits plans; the health plan designs are factored into the
calculation of the premium rates. The PDCs consist of equal numbers of labor and public
employer representatives.

Q. Are the Plan Design Committees involved in the rate renewal process?
A. While the design of the health benefits plans certainly is an important driver of the costs of
health benefits, the PDCs do not approve the premium rates. By statute, only the
Commissions approve the premium rates. However, the PDCs have authority to make plan
design changes that could lower the costs of health benefits, such as by narrowing the scope
of services covered, increasing member cost-sharing for more expensive providers or
procedures, or similar changes.
Each year, the SHBP PDC approves several resolutions that put into effect important cost
control measures, such as requiring mandatory generic drugs, lists of covered prescription
drugs, and others. In its calculation of the Plan Year 2023 rate increases, Aon assumed that
the SHBP PDC would renew those cost control resolutions. If the SHBP PDC does not agree
to renew those resolutions, the rate increases will likely be higher.
Typically, the PDCs meet monthly. The next SHBP PDC meeting is tentatively scheduled for
Wednesday, July 27.

1

(N.J.S.A.52:14-17.27(b) and N.J.S.A.52:14-17.46.3(e))
N.J.S.A.52:14-17.28 and N.J.S.A.52:14-17.46.5
3
N.J.S.A. 52:14-17.29(J) and -17.46.7
4
N.J.S.A.52:14-17.27(b) and N.J.S.A.52:14-17.46.3(e).
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Q. Could the PDCs make changes to the plans that would lower the Plan Year 2023 rate
increases?
A. The PDCs have statutory authority to make plan design changes that affect health benefits
costs. It is possible that they could approve plan design changes that would lower the amount
of the Plan Year 2023 increases. However, plan design changes would need to be drastic in
order to impact the rate increases by more than a few percentage points.

Q. Does anyone else have the authority to make changes to the health benefits plans that
would lower the Plan Year 2023 rate increases?
A. Under their respective collectively bargained contracts with the State, the public employee
unions may identify and agree to support plan design changes that may lower the increases.
Those identified changes would then be subject to approval and adoption by the PDCs. The
Legislature also has the authority, by enacting new laws, to alter health benefits plans to
potentially lower rates.

Q. Why are the Plan Year 2023 rates going up so much?
A. As explained by Aon to the Commissions during their respective July 11 public meetings, the
rates for a given plan year are based on the actual members’ claims experience during the
preceding plan year. This is also often referred to as “utilization.” Experience includes the
numbers of visits by members to providers, the types of providers used (primary care,
specialists, urgent care, emergency room, etc.), the number of medical procedures members
had, and the types and costs of those procedures. A similar experience analysis is performed
for prescription drug benefits claims.
The two factors driving almost all of the premium rate increases this year are: 1) increased
utilization by members; and 2) overall health care cost increases.
1. Increased Utilization:
o The combined effects of the COVID-19 pandemic have resulted in far higher
utilization of medical services overall by our plans’ members, both because of illness
due to COVID infections, and perhaps more significantly, because so many members
are having services or procedures previously postponed due to the pandemic.
o The type of providers that plan members are using have also shifted, with more visits
to higher-cost providers, e.g., specialists, the emergency room, and urgent care –
which cost the plan much more than visits to a primary care physician. For example:
- For State active members, outpatient visits increased by 36.2%; specialist
visits by 21.4%; emergency room visits by 13%; and urgent care visits by
44%.

-

For the local government section of the SHBP, outpatient visits increased by
26.5%; specialist visits by 16.4%; emergency room visits by 17%; and urgent
care visits by 38%.
- Utilization trends in the other sections are comparable.
2. Health Care Cost Increases:
o Additionally, due to inflation and other factors affecting the costs of health care, in
New Jersey and nationally, the cost of medical services and procedures in 2021
increased overall by more than 5% and up to 18.1% for pre-65 retirees, with the
costs of certain procedures or provider visits popular with plan members increasing
even more than that.

Q. Why do members’ claims experience matter?
A. Actual experience matters because most members in the SHBP and SEHBP are enrolled in
self-funded plans. A self-funded, or self-insured plan, is one in which the employer assumes
the financial risk for providing health care benefits to its employees and members. The State
plans pay for members’ claims as members incur them on a monthly basis. This is
accomplished by reimbursing claims costs and paying a monthly administrative fee to a third
party vendor, currently Horizon, which in exchange for that fee provides the State the use of
their provider network, and their claims processing, administration, and adjudication
services. It is, in essence, a pay-as-you-go system of providing for health benefits for public
employees. Under this self-funded model, the State, rather than an insurer, assumes the risk
of health care cost and utilization increases.
The premium rates for an upcoming plan year reflect calculations about how much it will
cost the State and local government employers to pay for the health care of their employees,
based on the actual health care costs and utilization of the preceding year.

Q. Can the State negotiate these rates?
A. No. Because it is a self-funded plan, as explained above, with the exception of members
enrolled in Medicare Advantage plans, there is no insurer with which to negotiate. Rates are
based on actual and expected claims experience.

Q. How successful were the cost-saving initiatives, which were designed to influence
member behavior, that were implemented over the past few years?

A. Many savings initiatives, like out-of-network reforms, enrollment of retirees in Medicare
Advantage plans, and prescription drug benefit changes, have led to meaningful savings.
However, it is still relatively early in the life of some newer add-on services, which are

voluntary for members, and at this point members’ behavior has not changed to the degree
required to realize the savings previously estimated for prior years. Those savings, estimated
to be roughly 3 percentage points of the total rate increase, are not relied upon in this year’s
projections.
Q. During Plan Year 2021, there was a premium holiday for SEHBP participants. Why
did the plans allow a premium holiday in February 2022 yet now require a significant
rate increase?
A. The use of the reserves for a premium holiday last year is unrelated to the rate increase this
year. It is customary to review the claims reserve balance annually, regardless if they are
high or low, in order to maintain the recommended reserve level of two months of claims and
provide relief to districts and taxpayers when possible. At the point in time the premium
holiday decision was made, in the summer of 2021 for the February premium payment, the
claims reserve balance was equal to 6.3 months of claims costs. The reserve balance had
grown due to prior positive experience, giving the SEHBP an opportunity to approve a
premium holiday.
Q. How will this impact the State’s recently signed FY2023 budget?
A. The FY2023 budget reflects enough resources to absorb the increased rates. The increased
rates may, however, affect the required appropriation for health care costs in the FY2024
budget.
For those local (county, town, and school board) employers that participate in the SHBP or
SEHBP, how the premium rate increases will impact their budgets will vary widely.

Q. What impact will this have on individual members of the SHBP and SEHBP?
A. At this point (July 25, 2022), it is too early to know what the individual impact will be.

Q. Will there be any impact on local government employers or employees that do not
participate in the SHBP or SEHBP?
A. No, public employees who are not in the State health benefits plans should contact their
employer directly for information about their specific plans.

