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About Cheiron

* Independent, objective consultancy of actuaries and
benefits professionals

« Started in 2002

« Approximately 100 employees all in United States
 100% Employee Owned

« Office Locations in 9 cities nationwide

« Function as single firm regardless of office location
(beneficial during COVID)
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Why Cheiron? 3

‘ Experience with Arkansas

‘ Healthcare Market Knowledge
‘ Use of Technology
‘ Unbiased Options

>
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To empower you
to understand and manage
the risks of your health plans
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Accomplishing Our Mission ?
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Highly Qualified Consultants Sophisticated Tools
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Consulting Team

Primary Actuaries

John Colberg, FSA, Principal Consulting Actuary

Gaelle Gravot, FSA, Principal Consulting Actuary

| -

\

Actuarial Support

Rajesh Patel, ASA, Data & Actuarial Analysis
Taylor Stevens, ASA Data & Actuarial Analysis
Matthew Li, ASA, Data Analysis

Subcontractors

Tim Hyde, Arkansas Health Market Knowledge

George Platt, Operational Procedures
Donna Cook, Operational Procedures

>
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Special Resources

Jo Ann Butler, JD,
Legislative & Regulatory Advisor

James Holland, ASA,
Chief Research Actuary

Mike Schionning, FSA
Peer Review &
National Market Knowledge

Karan Lala, Software Engineer
Technical Support

Amul Shah, MD
Clinical Researcher/Actuarial Analyst
Clinical Support



Conflict Free
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Experience with Arkansas Plans

v Actuary for EBD for 11 years
* Through 4 Executive Directors
* Experience with claims & enrollment data

v Project Team includes former EBD Deputy
Executive Director

v Testified before

« Arkansas Legislature
 Legislative Committees
 Life & Health Insurance Task Force

>
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Experience with Plan History
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Experience Plan Funding

Othar
Income

Emp/Ret
Contrib.

Claims
State/ (& expenses)

District Contrib. @
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Experience with Operations

Methodology for Risk
ldentification and
Mitigation Strategy

Identify Current

Deve|0pment Controls and Test () )
for Adequacy _
Including
Compare to other Entity Review of
Controls Board
Governance
Review Status of Past Controls )

Review Previous Audits

Source: Identify Risks (PMBOK 11.2) and Qualitative Risk Analysis (PMBOK 11.3), Project Management
Institute. A Guide to the Project Management Body of Knowledge (PMBOK Guide). 6th ed., Project
Management Institute, 2017.
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. Mitigating Deficiencies with Strong Controls

2002 Performance Audit 2013 Performance Audit 2021 Performance TBD

FINDINGS: FINDINGS:

S "...found no material exceptions...”
"...EBD is adequately monitoring

o Claims thlr_d-party r_1e_a|[th gnd Ehamlacy
claims administration.

o Staff Tumover
o Financial Records
¢ Premium Amounts

e Monitoring Third Party
Administrators

Weak Controls Strong Controls Unknown Controls

Source: PSPE00301

Employee Benefits Division - Department of
Finance and Administration - Performance Audit
2002 Audit Years: 1995-2001, www.
https://www.arklegaudit.gov/our-reports/search-
audits/default.aspx

Source: PSPE00313
Employee Benefits Division - Department of Finance

To be determined by C4 operational controls review

and Administration - Performance Audit, 2013
Audit Years: 2011-20112, www.

https://www.arklegaudit.gov/our-reports/search-
audits/default.aspx
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Example of Controls >

pUIHCH

Managing Enrollments to Ensure 7
Proper Payments/Coverage @

Example 1: Single Source Enrollment Example 2: Enrollment Reconciliation

>
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Classic Values, Innovative Advice.
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*Blue Distinction+ means recognized for quality,
expertise and cost per Blue Cross & Blue Shield
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Making a Transparent Health Care Market P S

Some options ECHELON

 Plan design incentives to drive care to the
highest quality and lowest cost providers

e Live phone concierge support to discuss
options
* Bundled, negotiated services to simplify costs

—Allows for easier consumer comparisons and avoids
surprises

>
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https://jamanetwork.com/journals/jamainternalmedicine/fullarticle/2740802

Plan Design Example @

Scheduled Procedure — 2 Day Inpatient Stay B E%HTES CROUP

‘

v

Hospital B
160 miles from patient home
Bundled Fee*: $78,000

Hospital C
42 miles from patient home
Facility Allowed Charges: $68,000
Implant: $18,600
Facility Total: 586,600

Hospital A

4 miles from patient home
Facility Allowed Charges: $95,000
Implant: $23,000
Facility Total: $118,000 *Total includes facility fee,
surgeon fee, implant, anesthesia,
and PT. Separate Costs:
* Surgeon: $5,800
* Anesthesia: $2,300
* Pre-Post PT: 51,900

Separate Total: $10,000

Separate Costs:

* Surgeon: $5,800
* Anesthesia: $2,300
* PT: $1,900

Member Out-Of-Pocket: WAIVED

Separate Total: 510,000

Member Travel Expenses Paid by
Plan (hotel, food per diem,
mileage reimbursement): $800

Total Procedure Cost: 596,600

Total Procedure Cost: 5128,000

Member Out-Of-Pocket:

Deductible: 52,000
Coinsurance: WAIVED
Total: $2,000

Member Out-Of-Pocket:

Deductible: $2,000
Coinsurance: $6,000
Total: 58,000

Total Plan Costs: 578,800

Total Plan Costs: $120,000 Total Plan Costs: 594,600

>
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Bottom-Up vs. Top-Down Pricing &

Plan Savings:
$10,000

‘--""---._

Top- .
Down Discounts off of

Pricing “Chargemaster”

$40,000

e /)l—n;e;c:r:,m;;s;;;‘:
b———— $20.000

/

/ .
_______ @, .~ Medicare-
P based Pricing
Pricing
$0
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. Sample Plan Comparison

Cost vs Value

95.0% $2,000
© (0] $1,800
90.0% $1,600
$1,400
85.0% $1,200
$1,000
80.0% $800
$600
75.0% $400
$200
70.0% $0

Client Comp1 Comp2 Comp3 Comp4 Comp5 Comp6

= Family Premium (bar) @Actuarial Value (dot)

>
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Use of Technology

Cheliron
consultants are
hands-on with
technology

20



PSE Trend Analysis

NME

ME = Medicare Retirees
NME = Actives and non-Medicare Retirees

Claim Type

Employee (EE). Spouse (SP), Child (CH)

-06% -1.3% -40% 53% 01% 6.5% 0.9%
-98% 7.5% -02% 7.3%

PlanPad -4.3% -8.1%

Medical Per Member Per Month $

@HedPlonPaidPAM @ edMemPaicPhI

$48 $71 m $72
s $217
si0 [l 5 ] 9
o 2012 201 2014 2015 2016

Medical Total $

@FianPaid @FatientFaid

|dentifies drivers
of trends

Starus

“ e

Claim Type

—

CHEIRON &

Average Member Count

73K 75K

Classic Values, Innovative Advice.

75K 73K 75K

Employes (EE). Spouse (57). Chil (CH)

Medical Trend | Meedical Bresiciown

www.cheiron.us

Plan Paid and Number of Patients (Size = plan paid per patient)

Disease Category
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= Y&
Status Employes (EE), Spouse (5P), Child (CH] Plan
WUE M £ Eh Select all Basic Bronze Classic Gold Premium silver
ASE Rx Trends 2 2013-14 2014-15 2015-16  2016-17 2017 6 yr Total
Allowed 0.9% 9.2% 11.6% 2.0% 1.2% Select all brand compound generic specialty
PlanPaid  24%  -152%  125%  4.8% 31%  3.6% 1.5% Pharmacy Total §
@ 51an paic @ ierper 5aia
Pharmacy Per Member Per Month $ oom
@RDar5idPLIPL @RoemdidbMEM 21M j 20M 21M
$300
$250 o
77M [ 81M 78M
$200
om
012 01 2017 2012
$150
Average Member Count
$31 [ $29 | $27
$100 &K
$104 [ S107 8111 64K [ 65K a1k ll 61K
§50
a0¢
o
50 2012 2073 01 2015 2016 2017 2078
2012 2014 2015 2016 2018

«(HEIRON
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Status Employes (EE), Spouse (5P), Child (CH) Plan
# of Scripts Pharmacy Plan Plan §
Drug Type @brang @ compoung @generic speciaty Drug Type @brand @compound @generic @ speciaty
1.25M o
1314 127M 127M 127M  1.26M
om 1.14M
S0
osm 1™
0.17M 0.14M 0.13M 0.12M 30M
0.00M 0.00M 0.00M TOOM N1 .
201 2015 2016 2017 018 202 2013 2018 2015 2016
Percentage Utilization Pharmacy Allowed Unit Cost per Script
Drug Type @brand @someaund @generic @speciary Drug Type @brand @compound @generic @ spesiaiy
oos &
5.0K 52K
LEK 52K
37K 38K
84.63%
88.33% 90.17% 35K
0.5K
1849% W 14925 r'"”_—“&\ 02K 0.3K 0.3K 03K zﬂ]i]»:
- 2013 016 * aon 014 2 0ts 01 018

2013

www.cheiron.us
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Technology: Cheiron Health Bl

ER Visits by Zip . , ER Utilization Monitoring Report (incurred CY 2016)
T .. Abbotsford
i \  Matsqui % isi
Salish Sea (5] Patient Count Vi Range
Select All
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IR \.h7\|ngham | ‘}
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“HEIRON f - " 4 A ato =
= Wellness Incentive Benefits (Ded) Premium Rates Employee Cost
entive PEP $75 Pre Current Risk Adjust Pre 0 No ethod Percent
% Wellne 90% Current Blend Actives & Re! Yes Pre ange 0.0%!
ent Wellne 90% Ba Current erve Co per A $0.00 a ange 0.0%
ost per Ne a $0 PT Eligible No erve Load 0% Ba ange 0.0%!
- a 0 0.0% Baria xclude Othe ome offsets rate No 0 ed
C entive offse e No pouse 0% Migration Scenario C 0 $0.00
Lln Ing approa eS = . = ' = o o = ' - : =
Direct State School 2020
Unadjusted Contrib. & |Reserve Used District Employee |2019 Employee Assumed Prior Year Percent
Actives Total Rate Other I (Added) | Contrib. Cost Cost Change in EE Cost (§/%) | Enrollment Rate Change
[Premium with
[Employee Only $612.64 | $221.92 | $39.07 |$160.69 | $183.46 | $183.46 $0.00 0%| 13,641 $555.98 10%|
D - - Employee & Spouse 1,425.40 | 35832 | 67.69 | 160.69 | 831.20 831.20 0.00 0% 255 1,328.58 %
-HEIRON UK U C . 0 Employee & Child(ren) 1,070.82 | 363.35 68.74 | 160.69 | 470.54 470.54 0.00 0%| 2,275 967.92 11%
Family 1,883.58 | 735.19 | 146.76 | 160.69 | 833.44 833.44 0.00 0% 473 1,555.82 21%)
Est. Monthiy Total (smi) $12.0 $4.3 $0.8 $2.7 $4.3 $4.3 $0.0 0%| 16,644 $10.9 11%}
019 020 0 0 0 R g EWOIEY $12.0 Bene ge No Classic
edical Trend [RERE) 5.5% 55% | 5.5% |5.5% % to ASE [N Reduced Co $66.04 Employee only $322.14 | $95.41 | $12.52 [$160.69 | $46.02 | $46.02 $0.00 0%| 14,783 $313.40 3%
Pharma [ 55% | 55% 55% | 55% | 55% ective Date FITSE].  ASE Pre Pa No empioyee & spouse 711.56 | 162.21 | 26.54 | 160.69 | 354.62 | 354.62 0.00 0%| 1,740 717.00 1%
e Employee & child(ren) 54166 | 183.95| 31.10| 160.69 | 158.42 158.42 0.00 0%| 6,488 520.80 4%
€ 2.%' 22 2% IZ% 20 Family 931.08 | 340.60 | 63.97 | 160.69 | 358.32 358.32 0.00 0%| 3764 900.70 3%
A ate d g 019 020 (0] (0] 0
hly Total (Smil) $13.0 $4.2 $0.7 $4.3 $3.9 $3.9 $0.0 0%| 26,774 $11.9 9%
Rate Increase LD 0% SRR $ 420] $ 420] $ 420] $ 420] $ 420 o < —
Rate Increase [FI37I7) 0% Budgeted Positio | [ [ [ employee ony $179.74 | $6.44 | ($6.15)[5160.69 | $11.26 | $11.26 $0.00 0%| 3,637 $251.64 | -29%
Employee & Spouse 361.60 0.00 | (79.37) 160.69 | 272.78 272.78 0.00 0% 265 535.16 -32%
Annua easein P ding 1 0% DESIRED CO R R $ Employee & Child(ren) 282.26 0.00 (7.79)| 160.69 | 121.86 121.86 0.00 0% 592 384.24 -27%)
D 1% P $58.5 | $58.5 | $58.5 | $58.5 Family 464.12 22.99 (2.68)| 160.69 | 275.62 275.62 0.00 0% 435 603.00 -23%)
Optio Optio A $30.6 | $30.6 | $30.6 | $30.6 Est. Monthiy Total (smil) $1.1 $0.0 ($0.0) | $0.8 $0.3 $0.3 $0.0 0%| 4929 $1.4 -22%
= 3.0% 5.0% Total (Monthly) ($ mil) $26.2 $8.5 $1.4 $7.8 $8.5 $8.5 $0.0 0%| 48,347 $24.2
A 12'.3% 16..Z% Est Annual Total (§ mil) $314.2 | $101.9 $16.8 $93.2 | $102.2 $102.2 $0.0 0% $290.8 8%
[Total Active & Ret (8 mil) [ s360.1 $101.9 | $29.3 $93.2 | $1357 | $1357 | $0.0 | 0%] 65545
Employee Cost assumes wellness participation. Total employee cost reflects 10% assumed not to receive $75 wellness credit.
TOTAL CHANGE IN EMPLOYEE/RETIREE CONTRIBUTION RATES NEEDED
P A .
2020 2021 2022 2023 2020 | 2021 | 2022 | 2023
Medical Trend 5.5% 5.5% 5.5% 5.5% Medical Trend 55% | 55% | 55% | 55% W I
Pharmacy Trend | 5.5% 5.5% 5.5% 5.5% Pharmacy Trend | 55% | 55% | 55% | 5.5%
Rate Increase 0% 23% 19% 16% Rate Increase 16% 23% 19% 14%
New Reserve New Reserve

participants and the State
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Unbiased Options

* We seek to empower you to understand and
manage the risks of your health plans

* We present options with associated risks

* We allow you to stress test those options

— You can stress test with your chosen inputs &
assumptions

>
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Why Cheiron? 3

Experience
Our Mission Conflict Free with
Arkansas

Healthcare

Use of Unbiased

BRI Technology Options

Knowledge
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Any Further Questions?

(HEIRON &%

Classic Values, Innovative Advice.

Cheiron (pronounced ki - ron), the immortal centaur from Greek mythology,
broke away from the pack and was educated by the gods.
Cheiron became a mentor to classical Greek heroes,
then sacrificed his immortality and was awarded in
eternity as the constellation Sagittarius.
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