2727 Paces Ferry Rd SE, Building One, Suite 1400

"vr S e g a I Atlanta, GA 30339-4503

segalco.com

PURPOSE OF BILL: HB 1295

To create the Healthcare Cost-Sharing Collections Act.

ACTUARIAL STATEMENT

The Fiscal Impact Statement was prepared according to generally accepted actuarial principles and
practices, in compliance with ACT 112. The Statement provides an estimate of the financial and
actuarial effect of the proposed change(s) on the Plans, if possible. The Statement makes no
comment or opinion with regard to the merits of the measure for which the Statement is prepared;
however, any identified technical or mechanical defects have been noted.

We have reviewed the input and results of our analysis for reasonableness and relied upon the data
and information provided by the Plans and their Claims Processing Contractors.
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PROJECTED COSTS

Low Annual Cost High Annual Cost

Plan Plan Design Change Estimate Estimate

Participant cost-sharing
EBD collected after healthcare $10,000,000 $30,000,000
service provided.

PRICING APPROACH AND COMMENTS

House Bill 1295 creates the Healthcare Cost-Sharing Collections Act. This act mandates that a
healthcare insurer will pay a healthcare provider the full amount due for healthcare services under
the terms of a health benefit plan, including any cost sharing and have the sole responsibility for
collecting cost sharing from an enrollee. In addition, the enrollee is able to request to a cost sharing
collection plan with the healthcare insurer, where payments are made over time in increments.

Our understanding is that the healthcare insurer will pass on all financial liability accrued from
uncollected medical and pharmacy copays, coinsurance, and deductibles to the health benefit
plans. We received actual historical member cost share data EBD and applied developed factors
based on how much of the cost share is assumed to be uncollected. The uncollected cost share
factors were developed utilizing publicly available data and actuarial judgement.

In our cost analysis, there is no assumption for potential increase in utilization of healthcare
services due to the removal of participants having to pay their cost share at the time of service.
Having participants pay a cost share at a the time-of-service acts as potential financial
mechanism against participants seeking unnecessary care. Given the unknown potential for an
increase in utilization due to the removal of participant costs shares being paid at the time of
service, we cannot quantify this impact.

There is also no assumption in our provided cost estimates about the increased administrative
costs of having third party administrators and insurers collect cost shares from participants after
services have been rendered. The additional administrative cost is unknown but could be
considerable given the lack of current cost share collection mechanisms and the need for new
teams to be developed to handle the collection of cost shares from participants. If collection
responsibility falls to the employer, additional employees will likely need to be hired.

On the low end, it was assumed that 5% of the participant cost share goes uncollected, and on the
high end, 15% of the participant cost share goes uncollected. Utilizing the assumptions presented
above and data available, we estimate the projected costs to EBD as $10M to $30M or 1.3% - 3.8%
of the Plan’s total projected claims.

Section 23-99-1904 outlines requirements on transparency and reporting for healthcare insurers.
This should have no direct cost on EBD.

Section 23-99-1905 prohibits insurers from increasing premiums, cost sharing, etc. under specified

conditions. These restrictions would apply to fully insured plans and therefore EBD would be largely
unimpacted.

Segal





