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400.87 86.4%

441.21 95.1%

TPA Costs (Claims Processing 10.34 2.2%
Agency Personnel 7.00 1.5%
Contracted Professional Services 3.06 0.7%
Other Administrative Costs 2.38 0.5%
Total Administrative Costs 22.78  4.9%

Premium S463.99 100.0%
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Administrative Costs

o For 2010, the Plan’s administrative costs per primary member per month
was $21.52.

Source: Administrative cost information was obtained from Staff’s survey of other state plans and from the Plan’s
consulting actuaries.
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Health Plan Census

as of 02/28/13

Total
Billing Units Covered
Primary Spouse Children Lives

HealthChoice

Education 49,964 2,229 8,027 66,707
State 21,820 10,065 9,532 49,631
Local Gov't 7,811 546 714 9,608
Pre-Medicare Retiree 8,153 1,231 484 10,020
87,748 14,071 18,757 135,966
Medicare Retiree 30,067 4,461 52 34,581
Total HealthChoice 117,815 18,532 18,809 170,547
HMO .
Education ' 10,853 524 2,043 15,143
State 12,332 5,360 5,879 28,819
Local Gov't 626 99 148 966
Pre-Medicare Retiree 1,522 179 91 1,820
25,333 6,162 8,161 46,748
Medicare Retiree 2,432 408 3 2,843
Total HMO : 27,765 = 6,570 8,164 49,591
Total
Education 60,817 2,753 10,070 81,850 (
State 34,152 15,425 15,411 78,450
Local Gov't 8,437 645 862 10,574
Pre-Medicare Retiree 9,675 1,410 575 11,840
113,081 20,233 26,918 182,714
Medicare Retiree 32,499 4,869 55 37,424
Total 145,580 25,102 26,973 220,138
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Note: Education includes public schools and career tech employees
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HealthChoice Annual Claims Distribution

% of membership | of claim costs

* Relatively few members account for the vast
majority of the costs.

* Per Aon Hewitt, this is a typical distribution of claims
for all insurance plans.
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inancial Condition of
HealthChoice Plans

As of December 31, 2012

(Unaudited)
(in millions)

Assets S449
Liabilities S131
Required Capital 5164
Retained Earnings S154

Fund Equity - §318
Total Liabilities & Equity S449

HealthChoice maintains Required Capital based on the National
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QI —Will implementation of ACA affect the answers to
“Common Questions on Flexible Benefit Allowance” published
by the Department of Education?

e School’s legal departments should evaluate
contracts to determine if variable
scheduled employees will fall under the pay
or play provisions of ACA.

e Refer to handout — Affordable Care Act —

“Pay or Play” as of March 201 3.
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Q2 — Does the HealthChoice High Option plan mee
the 60% minimum value threshold requirement?

o Yes.

e AON Hewitt, EGID’s actuarial consulting
irm, has tested HealthChoice’s plan
offerings.

e AON Hewitt has determined that all plans
meet or exceed the required threshold.

e The HealthChoice High Option plan design
is generally in line with Gold plan design
coverage, paying in excess of 80% of total
expected costs.
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Q3 —What other guidance do you have as the ACA is
fully implemented in coming months?

e Plan sponsor responsibility versus
employer responsibility.
o Refer to handout — Affordable Care Act —

Resources for Major Provisions Affecting
School Districts as of March 201 3.
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Q9 — Can EGID offer a plan that would meet the
“adequate and affordable” criteria without the district

e Based on 2012 Federal Poverty Level
(FPL) measurements, 9.5% of FPL
translates to less than $90 per month.

e Per AON Hewitt’s analysis, any plan that
could be purchased for $90 per month
would be well below the required 60%
essential coverage threshold.
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Q4 — Can EGID provide ten month premium
payment schedules that are for a full twelve months’
coverage!

e Refer to handout — 10-Month Premium Rate
Schedule.

e Payment schedule versus billing cyc

e.

o Coverage is provided and billed in one month
units.

> Reconciliation issues for mid-year
hires/terminations and coverage changes.
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5 —Why is the current EGID plan year (calendar) better
than having the plan year coincide with school districts fiscal
years!? -

e State
year.

o EGID contracts with CMS as an Employer
Group Waiver Plan for Medicare Part D.

e The current fiscal impact of changing to a
non-calendar year under CMS requirements
would be a reduction of $4.2 million in
payments.

e This would increase HealthChoice’s
Medicare Supplement premiums by
approximately $10 per member per month.

law requires EGID to be on a caiendar
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Q6 — HealthChoice premiums have increased over 70% in ten
years. VWhat has EGID done to control health insurance costs?

e EGID annual premium increase has averaged 6.0% compared to the
national trend per AON Hewitt of 9.5%-10.0% over the last 10
years.

o EGID has been able to use $180 million in plan surplus over the
last 10 years to mitigate cost increases and reduce premiums.

o EGID reviews its provider payment strategies to help control costs.

o Recent examples include changes in pricing methodology for
‘injectable drugs and dialysis services effective 01/01/13 for an
approximate $ 15 million savings.

> Management and consultants are currently reviewing inpatient
hospital payment strategies.
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Q6 — Control Insurance Costs Continued

¢ Negotiated deeper discounts with independent local pharmacies
that resulted in annual plan and member savings of approximately

$35 million.

e Wellness initiatives:
o Lower or no cost for wellness visits;
° HelpCheck $200 incentive payments;

o |ncentives for tobacco cessation.

b
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Q7 — Does the Time Magazine article “Bitter Pill —Why
Medical Bills Are Killing Us” accurately describe the financia
environment within which EGID must operate!?

e Excessive hospital billing practices

GID has contracts with network providers
that agree to accept HealthChoice fee
schedules.

o The fee schedules are evaluated and

compared to industry benchmarks for other
commercial plans and Medicare.

Employees Group
Insurance Division

Office of Management and
Enterprise Services




— “Bitter Pill” continued :

Provider billing examples

"Atcfle Example | ‘ 'vHealt'hC«z)ica
| Medicare | Provider
Description | Billed | Paid Billed
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| Q7 —“Bitter Pill” continued

"o Hospital/provider consolidation

- “Consolidation by providers is increasing their
leverage over insurance companies.”

° As the self-funded health plan representing one of the
largest employer groups in every county in the state,
EGID has significant pricing leverage with providers.

e Trend to move procedures to more profitable
outpatient setting.

o HealthChoice’s data analytics indicate that inpatient
trends have remained relatively flat over the last few
years while outpatient trends have increased.

* Leading cost driver for outpatient trends were injectable
drugs and dialysis which were reduced effective 01/01/13.
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— “Bitter Pill” continued

e Administrative costs

> The article cites a major commercial payer’s
administrative cost “amounts to about 29% o
the claims of the $23.7 billion it pays out in

claims.’

e @

o HealthChoice’s administrative costs
historically average 5% of claim costs.
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Q7 —“Bitter Pill” continued

» Some claims could be subject to the industry
billing practices described in the article.

o 8% of medical claims (certain out-of-network and
outpatient services) are paid based on a diSCOUﬂt
off of billed charges.

o As a self-funded non-profit plan that is
administered “by the members for the members”
decisions to allow out-of-network treatment are
based strictly on the best interests of the patient
and not the “bottom line”

o EGID contracts with third party claim audit firms
to investigate and recover inappropriate or
excessive charges.
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Q8 — HealthChoice Premiums

e HealthChoice (blended) member only
premium - $463.99

Active Only Blended s
Midwestern Region Southeastern Region
State Plan 1 557.18 State Plan 1 675.33
State Plan 2 573.89 State Plan 2 602.88
State Plan 3 585.03 State Plan 3 613.08
State Plan 4 497.24

Southeastern Region
Large Municipality 570.94

Average 556.86 Average 630.43

Source: AON Hewitt

Note: The premium rates above reflect the cost of plan designs comparable to the HealthChoice High

Option plan.
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Q8 — HealthChoice Premiums continued

e Adverse selection is a major cost driver
in the spouse premium rate.

> 4% of education employees cover their
spouse compared to 46% of state employees.

6% of education employees cover dependent
children compared to 44% of state employees.

e The disparity in dependent participation
reflects the difference in the state an:
education benefit allowance.
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Q8 — HealthChoice Premiums continued

Education Member Participation

HealthChoice HMO Plans Non Participants Total
Member Cummulative Member Cummulative Member Cummulative Member Cummulative

1,329 3% 259 259 3%

3788 66,158 96%

25% 26% 17% 24%
74% 83% 76%

® The Non Participants are typically younger than enrolled members.
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EGID Administration

e Primary Point of Contact

o Susie Brown — Administration Liaison
= Email: sbrown@sib.ok.gsov
s Phone: 1-405-717-8754 or 1-800 -543-6044 ext. 8754

o David Rose — Administration Liaison
»  Email: drose@sib.olk.sov
> Phone: |-405-717-8825 or 1-800-543-6044 ext. 8825

e EGID Contact Information

o Frank Wilson — Administrator
* Email: fwilson@sib.ok.gov
*  Phone: 1-405-717-8828

o Bo Reese — Deputy Administrator, Operations
*  Email: breese@sib.ok.gov
*  Phone: 1-405-717-8785

o Diana O’Neal — Deputy Administrator, Finance
> Email: doneal@sib.ok.gov
 Phone: 1-405-717-8749

o Paul King — Director of Compliance and Industry Practice
+ Email: pking@sib.ok.gov

> Phone: 1-405-717-8880
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