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What is CHROME Compass?

» The ContinuousHealth Reform Optimizer and

sBenefit Specialists

Management Environment (CHROME) Compass is a
proprietary modeling and planning platform providing a
evaluate the impact that Health Care Reform will have on
its group health plans.
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The CHROME Process

| Customize CHROME
with Employer Specific |
Information

Adjust Based Upon

Changing Market Data Model Employer and

and Regulatory Employee Impacts
Guidance |

{

f
| Educate Executive
[Execute Implementation | 4
I Plan for Ongoing Team and Evaluate &
Optimization and | Options Using 1
/ Customized Criteria

Compliance

Current Situation (What the Data Reveals)

. Current Cost
» Arkansas Public Schools has approximately (Not tax adjusted)

80,718 employees, 61,093 working 30+ hours
per week.

» There are currently 57,747 employees that are
participating in the 3 plans offered, 21,702
that are waiving coverage and 1,269 who are
currently ineligible for medical coverage.

Grandfathered? | Self-insured? % Enrolled
No Yes 48%

Gold 27,874

Silver No Yes 5,092 9%

Bronze No Yes 24,781 43%
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Data Completion Methodology

» 73,391 unique demographic records were identified on the census provided

+  Employees with multiple jobs were collapsed into one record that reflected the cumulative salary. The
district at which the employee worked the most hours was retained as the district for the record.

» A combination of State ID and SSN was used to match demographic records, benefit records, and hours
provided by the districts.

» 19,292 records on the benefit census were duplicate employee 1Ds. The most recent record was retained and
the rest were removed from the census.

» 7,837 benefit records with no corresponding demographic record were excluded from the analysis.
»  Ofthose, 3,716 were waived and 4,122 were enrolled in coverage.
556 employees with no gender were assumed to be female.
»  77% of employees with a known gender are female
+ 578 employees with no date of birth were given the average birth date for the group: 9/11/1967
» One employee with a DOB of 10/24/2063 was changed to 10/24/1963
+ 1,269 employee with no zip code were assumed to have the most common zip code: 72762
+ One employee with the zip code 726|7 was changed to 72617
v 2,15;3 employees with no hours reported that were also not on the benefit census were excluded form the
analysis
’ 1I,1320 elrnployees reported with less than 30 hours that were also not on the benefit census were excluded form
the analysis

+ There were 7,313 employees for which we received no hours.

+ 3,356 had annual salary above $20,000 and were assumed to be full-time; the remaining 3,957 were
assumed to be part-time

+ Retiree enrollment data was provided in 8 tiers; however, actual pricing is in 20 tiers.

- il
Census

30+ hours 42,415 17,409 1,269 61,093
<30 hours 4,532 4,293 8,825
5
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Contributions by district

Additional A A % of Enrolled | Participation
e % of Districts
Contribution Employees Rate ol Districls s % ol | rolled Tmployees —— Y% parlicipation
$0

75.71% 63.51% 61.65% 100.00% S0.00%
GO00%: e F8.00%
$1-825 13.56% 14.42% 64.82% 80.00% T0.00%

JO00% /\ FA00%
$26-550 5.05% 5.14% 66.80% 00.00% /’ 11.00%

SO.00% J0.00%
$51-$75 0.32% 0.59% 76.25% /
A000%: J GE.00%
$76-5100 2.52% 2.35% 70.28% HT = S
20.00% 061.00%
$101-$150 1.26% 7.56% 77.70% 1000% - 02.00%
0.00% T [
$151+ 1.58% 0.45% 78.46% ° _;}‘a é;? o !_?(P ";:? 3 $:
& .;\ B .\iﬂ r’\u\
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Funding Distribution

% of LULTTEIREGIE
Total in$

Active Employees 30.26% $96,299,355
Retiree Contributions 10.30% $32,790,562
State 29.19% $92,384,736
District Mandatory $150 26.55% $84,504,600
District Excess of $150 3.70% $11,777,133

© 2014 ContinuousHealth No Reprints
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Current Plan Design - Gold

* Deductible

+ $0.00 Single/$0.00 Family Deductible
* Out of Pocket Maximum

* $2,500.00 Single/$5,000.00 Family OOP
+ Copays/Coinsurance

* 20% coinsurance

+ $35,00 Routine Office Visit

+ $70.00 Specialist Visit

+ $15.00 Tier 1 Prescription

+ $40.00 Tier 2 Prescription

+ $80.00 Tier 3 Prescription

* Kaiser Family Foundation, 2012
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Deductible Benchmarking

PPO Average |
(famity) |

Gold (family)
PPO Average

(single)

Gold (single)

$0 $1,000 $2,000 $3,000 $4,000 $5000
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Current Cost and Contribution Structure ;Gord

* Key Considerations

+ Employees Covered Cost and Contribution Benchmarking
= 17888 (48% of covered employees) |
* Total Cost ‘
« Single= 116.25% of Benchmark PPO Average i |
+ Family= 135.11% of Benchmark (family) |
» Employee Contributions |
* Single= 263.22% of Benchmark : |
* Family= 300.95% of Benchmark Goid (family) '
| I
promess SRR |
(single) | 2 ! | | |
s 1 i 5
| . !
Gold (single) ‘ } i ; |
e - Py 2

2 J

ek / / ~

S0 $4000 $8,000 $12.000 $16,000 $20,000 $24.000

= Employer @ Employee

* Kaiser Family Foundation, 2012
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Current Plan Design - Silver

Cellier

NURANCE PO THE

+ Deductible '
+ $1,000.00 Single/$2,000.00 Family Deductible Deductible Benchmarking
* Out of Pocket Maximum
+ $4,000.00 Single/$8,000.00 Family OOP
+ Copays/Coinsurance

+ 20% coinsurance Ero A‘\f'm
+ $35.00 Routine Office Visit

+ $70.00 Specialist Visit

« $15.00 Tier 1 Prescription

+ $40.00 Tier 2 Prescription Silver (family)
+ $80.00 Tier 3 Prescription

PPO Average
(single)

Silver (single)

e s e 4
$0 $1,000 $2,000 $3,000 $4,000 $5000

* Kaiser Family Foundation, 2012
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Current Cost and Contribution Structure - Silver

+ Key Considerations
+ Employees Covered
* 5035 (9% of covered employees)

Cost and Contribution Benchmarking

* Total Cost
* Single= 87.51% of Benchmark PPO Average
« Family= 100% of Benchmark (family)
+ Employee Contributions
* Single= 166.41% of Benchmark |
* Family= 206.3% of Benchmark Silver (family)
PPO Average
(single)
—"
() 2 GRS S - >
$0 $4,000 $8000 $12,000 $16,000 $20,000
= Employer ® Employee
* Kaiser Family Foundation, 2012
© 2014 ContinuousHealth No Reprints 1
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Current Plan Design - Bronze

+ Deductible
+ $2,000.00 Single/$3,000.00 Family Deductible
* Qut of Pocket Maximum A f
8 e R R
|

Deductible Benchmarking

+ $6,350.00 Single/$9,525.00 Family OOP
+ Copays/Coinsurance

+ 80% cainsurance HOHE: ioarage
o - (Famity)

+ 80% Routine Office Visit |

* 80% Specialist Visit 4

* 80% Tier 1 Prescription

* 80% Tier 2 Prescription Bronze (family)

* 80% Tier 3 Prescription

HDHP Average
(single)

Bronze (single)

PR /, gl ,J

S0 $1.000 $2,000 $3000 $4,000 §5,000

* Kaiser Family Foundation, 2012
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Current Cost and Contribution Structure - Bronze

* Key Considerations

+ Employees Covered Cost and Contribution Benchmarking
* 24024 (43% of covered employees) Py
* Total Cost
« Single = 65.18% of Benchmark HDHP Average |
+ Family= 68.07% of Benchmark (family) |
« Employee Contributions
* Single = 13.32% of Benchmark |
+ Family= 82.65% of Benchmark Bronze {famly)
HDHP Average
(singie)
Bronze (single) | ‘
| i v i N S
$0 $4,000 $8,000 $12,000 $16,000
mEmployer B Employee

* Kaiser Family Foundation, 2012
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Benefit of pre-tax deductions

G Key Considerations:

*  Individual tax rates are progressive, with
the highest income individuals being taxed

Net cost of coverage along FPL

ata higher rate than the lowest. Employee Only Family
- Implications: 584.00 it $2.55000
+  Higher net worth individuals pay less for $82.00 $2.500.00 | g 52 461 52
their coverage on an after-tax basis. $80.00 $2.45000 |
*  Compass Heading: $78.00 $2.400.00
+  At600% FPL the tax benefit is $8.17 greater 57600 - LAt
than at 100% FPL for employee only $74.00 $74.51 i::: 52,286.39
coverage. $7200 - ”m 5
. Atsm;FLtr:im::f?t lsfSZDIS.IZ 7000 © . . pema| o
reater than a for fami #
cverage ! EEREEEEEREREE EREEEERRREREE
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Current Strategies

Current No HCR Maintain

The Bottom Line - 2015

Options

Terminate  Minimize Optimize

ER Total ER Total ER Total ER Total ER Total
$346,899,462 $418,735,139 $520,094,411 $ 187,235,112 $262,256,914
$71,835,677 $101,359,272 \ ($231,500,027) ($156,478,225)

Compared to Maintain

Collier

FOR THE UNIXPECTED

Background

« SenateBill
+ “Patient Protection and Affordable Care Act” P.L. 111-
148 - March 23, 2010
= Reconciliation Bill
* “Health Care and Education Reconciliation Act of 2010"
P.L. 111-152 - March 30, 2010
« Staged Implementation
+ Some Immediate Provisions
= First Majer Employer Milestone First Renewal After Six
Month Anniversary of Law’s Passage
+ Annual Employer Milestones Thereafter
= Full Impact of Health Care Reform
* State Health Insurance Exchanges are in place in 2014
* Individuals must have health care coverage or pay
penalty in 2014
= Applies to all full-time employees working average 30
hours per week
= Employers offer minimum coverage or pay penalty
(penalty delayed to 2015)

© 2014 ContinuousHealth No Reprints
Without issi
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2178 Comem
frseres LEGIELATIVE COUNSRL, o it

COMPILATION OF PATIENT PROTECTION
AND AFFORDABLE CARE ACT

1As Aménded Through May 1, 20101
cuvse
PATIENT PIITECTION ASD AFFORDARLE CAIE ACT
HFALTH-RELATED PORTIONS 0F THE HEALTH CARK ANGD
EpUCATION RRCONCILIATION ACT OF 2010

A B T
Officn of the Tegislative Counsel
PR TIVC 9 0 T
U.S. HOUSE OF REPRESENTATIVES

L4

MAY 0
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“Just in Time” Regulations & Guidance

+ Over 1,000 places calling for additional regulation or guidance. Many implied but not enumerated (i.e. Tax Change for Adult Dependents)
+ Sofar, most of the regulations and guidance have fallen into one of four buckets:
* The final bill was relatively clear on the issue and the issued guidance was a straight-line interpretation of the bill
* The legislated requirement may have been cumbersome and difficult to implement. The guidance has been postponed.
+ The requirement could have been interpreted either friendly or adverse for employers. The issued guidance was employer-friendly.
+ The guidance issued around a requirement was relatively loose and final determination was deferred to the states.

Straight Line Postponed

+  “Fair Access “ hours requirement *  Discrimination testing guidance
+  Capsand out-of-pocket limits on individual *  W-2reporting requirements
and small group plans *  Auto-enrollment guidance
*  Medical Loss Ratio (MLR) Requirements *  Employer reporting and penalties
*  Guidance on the “Affordability” «  Definition of “Essential Benefits”
measurement +  Development and operation of the
+  Guidance on “Seasonal Employees” Exchanges
*  Waiversgranted to certain employers for *  Expand provider and health system capacity
Limited Medical plans = Medicaid eligibility expansion
. Guidance on “Measurement” and “Stability”
periods

*  Dependent defined to exclude spouses

© 2014 ContinuousHealth No Reprints 17
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Employer Size Matters

- PPACA adds different r 0 for employers, d d on =No employer mandate penalties in 2014 k'
employer size. L *Must offer coverage to 70% of FT ees in 2015
* The determination is based on number of full-time employees (> =Must offer coverage to 95%.of FT ees in 2016
30 hrs) and full-time equivalents {FTEs). | *Must auto-enroll benefits {delayed)
* To calculate the number of FTEs: total the number of part- -~
time hours per month divided by 120. «No employer mandate penaltiesin 2014
= Common ?wners.hlp will cause firms to be aggregated for purposes *Must offer coverage to 70% of FT ees in 2015
of determining size. =Must offer coverage to 95% of FT ees in 2016
= For “small employers” : maximum tax credit of 35% of premium
for firms with 10 workers and average wages of $25K. Credit
phases out for up to 25 workers and $50K in average wages.
«No employer mandate penaltiesin 2015
*Must offer coverage to 95% of FT ees in 2016
« Key Considerations: ) K
= Is your Eligibility A System equipped to handle
auto-enrollment and increased employer compliance ™
mandates? =No employer mandate penalties
+ Auto-enrollment will have will have a significant impact on #Can participate InSHOP :
employers who either have current eligibility that's set above *May be eligible for limited tax credits b
30 hours or a large population of waived empl
© 2014 ContinucusHealth No Reprints 18
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New benchmarks and new options

» Historically, employers
had little guidance
when establishing the
parameters of their
benefit plans

» Health Care Reform

All Employees
= 30hrs Week

has established new “Fair”
“benchmarks” for Employee
employer-sponsored Access

health insurance.

» Leading employers are
considering these new
benchmarks and new
options as they
establish long-range

Expanded
Medicaid

Guaranteed
Issue Individual

Public
Exchange

”

“Acceptable
Health
Coverage

Alternative
Sources of
Insurance

“Minimum Value”
(60%) and
Compliant Plan
Design

“Affordable”
Employee
Contriputions

<9.5% of
Household Income

(in 2014, indexes in future years}

4/17/2014

plans for their benefit
programs.
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INSURANCE FOR THE UNEXPECTED

“Fair” Employee Access

* Key Considerations:

+ In 2015, Employers with greater than 50 Full Time
Equivalents must offer Essential C
(MEC) to all employees who work an average of 30 or
more hours per week (HCR Eligible) within a given
month or pay a penalty in the amount of the total
number of full time equivalents x $2,000 per year (in
2014, indexes in future years).

* Implications:

+ HCRrestricts an employer’s ability to offer different
benefits to different without paying
significant penalties

* Compass Heading:

* Itis likely that some percentage of currently waived or
ineligible full time loyees will enrollin ¥
sponsored coverage due to individual mandates and
differences among employers narrowing (starting in
2014) and to auto-enrollment (likely starting in 2015)

= 90% of the waived population is assumed to continue
waiving and 20% of the ineligible population is
assumedto waive future coverage options. With the
expansion of Medicaid, all Medicaid eligible are
assumed to elect Medicaid, unless otherwise indicated.

* The chart to the right excludes retirees.

© 2014 ContinuousHealth No Reprints
Without Permission
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® Participating ®Waived ® Not Eligible

10
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“Fair” Employee Access

30+ Hours <30 Hours

® Participating ®Waived @ Not Eligible W Participating  ® Waived

© 2014 ContinuousHealth No Reprints 21
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Education Industry “Fair” Access Index

"Fair" Access Index

120%

100%

CWaived

B Participating

60%
=== New Benchmark

40%

= Ayerage

20%

0%
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Government Industry “Fair” Access Index
| S
| "Fair" Access Index

,

S Waived

B Participating

=== New Benchmark

- Average

AR Schools
Competitor 1
Competitor 2
Competitor 3
Competitor 4
Competitor 5
Competitor 6
Competitor 7
Competitor 8
Competitor 9

Competitor 10
Competitor 11
Competitor 12
Competitor 13
Competitor 14
Competitor 15
Competitor 16 |
Competitor 17
| Competitor 18
Competitor 19
Competitor 20
Competitor 21
Competitor 22
Competitor 23
Competitor 24
Competitor 27
Competitor 28
Competitor 29
Competitor 30
Competitor 31 §

| Competitor 25
| Competitor 26

© 2014 ContinuousHealth No Reprints 23
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Professional & Business Services Industry “Fair” Access Index

"Fair" Access Index
‘ COWaived
|

NS Participating

w====New Benchmark

o Ayerage
o & N o O LI o
RS e a*” Py EEIE Y 00 Py c"bg ey s‘péﬂf&“%d@ﬁa«“mﬁ
\. L a0 8 & & -{\. <\ i
& -o ¢ <& & 6‘ & & FFEFFF
\S'««@«“‘ d\@"@?"@qc@d@ Q"‘Q‘”Q‘ Q" Q@deQQq'de@
s (96\ Lfo’& LAY
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“Acceptable” Health Coverage

+ Key Considerations:
* HCR will increase mandated coverages and establish Health Coverage Compa rison
limits on cost sharing for employees. Minimum
Essential Coverage (MEC) must be provided to avoid —@—Estimated Actuarial Value
penalties. Standards for Medical Loss Ratio {MLR) will
be established for fully-insured plans, 100%
¢ Inorder to be considered “Acceptable Coverage”, an
employer sponsored plan must pay (on average) 60%
of the costs of benefits provided. This is referred to as
aplan’s actuarial value. &
Employers should consider the value of any plan’s 60% T13%
offered to optimize cost and risk, When evaluating
“pay or play scenarios” employers should consider the
value of the plans offered in the scenario and use this
information to adjust the forecasted costs accordingly.
= Compass Heading 20%
= Average aggregate actuarial value for all employees |
currently enrolled in a plan is 76.88%

@ 2014 ContinuousHealth No Reprints

Without Permission &
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Education Industry "Acceptahle" Coverage Index

"Acceptable" Coverage Index
110,00% —_— ———am S—

100.00%

90.00%

80.00%
I Current
—Average

=== Benchmark

30.00% - T : a - =
| e N A D k5 o A b 9 o A B ST ) P P e B ]
| ‘9& EAELIE I P S A AN \\& &O-CV R ‘ ,\ -.B‘ _‘_o\”_‘_ox"'\ \om\& '\.\""y ,"L%",‘w&o‘m &
| T &Q&é@i@ e‘f"'a @q“q@\é\"‘\q"‘@@e é\@q“”@q"e @Q&
; S A A A o
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Government Industry “Acceptable” Coverage Index

"Acceptable" Coverage Index
110.00%

100.00%

90.00%

80.00%

70.00% S Current

60.00% =—pverage

| 50.00%

=== Benchmark

40.00%

30.00%

AR Schools
Competitor 1
Competitor 2
Competitor 3
Competitor 4
Competitor 5
Competitor 6
Competitor 7
Competitor 8
Competitor 9 |

Competitor 12 ]

| Competitor 10

i Competitor 11
| Competitor 13
| Competitor 14 |
{ Competitor 15
| Competitor 16
| Competitor 17
} Competitor 18
| Competitor 19
Competitor 21
Competitor 23
Competitor 24
Competitor 25
Competitor 28

| Competitor 20

| Competitor 22

| Competitor 26
Competitor 27

i Competitor 30 |

| Competitor 31

| Competitor 29 |
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Professmnal & Business Services Industrv “Acceptable" Coverage Index

—’

"Acceptable" Coverage Index
110.00% —

100.00% —

20.00% e

80.00%

70.00%

S~ L I Current

I = Average

60.00% |

s====Benchmark
50.00% |

ﬁ;@ﬁmﬂ?‘mfﬁ’@ﬁ‘@#@u b?b‘?b‘b«., c;lfc,h
QQ@'&-} & o o Egr g S o g @r &

o & & Q&Q“QQ“Q‘&’Q‘Q“ QQQ"&QQ“
& 6\:,@0@0«0 P a&(},&@&(‘a& AT

o & 0 0
‘Q\Q\S‘\
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Actuarial value plan sampli
SamplePlan | Platinum Plan SamplePlan | Gold Plan SamplePlan | Silver Plan SamplePlan | BronzePlan
#1 (90% AV) #2 (80% AV) #3 (70% AV) Ha (60% AV]

Deductible  $250 Deductible  $500 Deductible ~ $2,000 Deductible ~ $3,000

Coins. 0% Coins. 25% Coins. 30% Coins. 50%

OOP Max $750 OO0P Max $3,000 OO0P Max $5,000 OOP Max $6,350

PCP/ $30/ 60 pPCP/ $25/ %65 PCP/ 540/ $65 PCP/ 50% after

Specialist Specialist Specialist Specialist deductible

Rx $15/$30/$55/ Rx $15/540/560/ Rx $25/$35/560/ Rx 50% after
50% after ded. 50% after ded. 50% after ded. medical ded.
$200 max $200 max $200 max

» Actuarial value is a measure that indicates the percent of covered medical
expenditures that a plan is likely to pay, based on the cost sharing provisions. For
example, an actuarial value of 60% means that a health plan is estimated to pay
60% of covered medical expenses for a standard population.

» Compass Heading:

» The table above shows some sample cost-sharing provisions that would

correspond to each of the proposed AV standards, although many other plan
designs would also be allowed.

29
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Employee Affordability

. Key Considerations:
= Employees will have access to subsidies in the Public Current Plan “Affordability”
Health Insurance Exchange (PHIE) even if their
employer offers MEC if their required contribution for 12% 100% 136% 400%
that plan exceeds 9.5% of their modified adjusted
gross household income (MAGHI).
] Implications: 10% = Y

*  In 2015, if employees enroll in the PHIE (and receive a
subsidy), a “Large” employer will pay a penalty . The
penalty amount of $3,000 per employee penalty
indexes in years after 2014, and is capped at a max of
$2,000 (also indexed) times all employees

* Compass Heading:

*  Thisslide shows where employees are anticipated to
be in relation to the 9.5% affordability scale. 2%

*  Note that “affordability” is measured based on the
current plan with at least a 60% AV with the lowest
employee contribution rate for single coverage, and
coverage tiers are used as a proxy for family size (since
FPLincreases per family size).

*  Currently waived and ineligible employees are placed = Waived @ Enrolled » Ineligible
in coverage tiers according to average national
household composition data.

. Current average employee only contribution is 0.6% of
househeldincome for a single household at 138% FPL

8%

{177 S s LA LN Y

A% s TR

Affordability %

| .y

550%
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Education Industry “Affordable” Contribution Index
"Affordable” Contribution Index
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2000%
|
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Government Industry “Affordable” Contribution Index

“Affordable" Contribution Index
12.00% ——

[ 10.00% R e e e e e T

8.00% |—

E New Affordability
6.00% BT i
| e Average
4.00% f—— — = ~ ===Benchmark
2.00% I S —I-- I s
oo N _HARRNNNEE WO phal all
YU H N MY N D ~® 0O HANMY IO N0 A NMmYT WM ON RN O
O = = & & ok ob b & ok o™ oH ™ H M oH M M oH AN NN N MM N NN Nom m
8 0 9 8 8 6 80 8 8 8 £ £ b b EoE R oE R OB B & R ok ok ok b A ke kb ke 55
£ 2 2 &8 &8 £ & £ &£ £ 0 0 6 6 6§ 0 6 608 66 6686 6 c 6 c o 6 a6 8 86 Computed based
X% 88888 BYRREEEEEEEEEEEEEEE S ELE S8 onasingle
4 aaoadagdaddids s s 8 8 8 8 B9 &8 69 © e O YL L L LB
< E EEEEEEEE@gpgaoooooaooaoaoaoooaaocaaaaaddan household at 138%
8883886888 555688586885 568E855855868655 L
§885§8888888888888888888

@ 2014 ContinuousHealth No Reprints
Without Permission

32

16



4/17/2014

/n\ CHROME
2) C
) Compass
Professional & Business Services Industry “Affordable” Contribution Index
"Affordable"” Contribution Index
16.00%
|
14.00%
12.00% =
10.00%
. New Affordability
8.00%
e=Average
6.00%
b k
4.00%
2.00% 1 I I I
e WAL (RIALITHI R
P ELELE TR DD D DD b S D PSSP
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2014 Federal Poverty Guidelines

] Key Considerations:
*  The Federal Poverty Guidelines are issued in January

each year by the Department of Health and Human Personsin
Services. They are used for administrative purposes, Family
such as determining eligibility for government
assistance programs.

. Implications:

. The Federal Poverty Line (FPL) increases with each

additional household member.

¥ Compass Heading:
Health Care Reform has established 9.5% of MAGHI as
an “affordable” employee contribution.

*  According to the 2012 Employer Health Benefits
Survey published by the Kaiser Family Foundation, the
average employee contribution ranges from $62 to
$93 for single coverage and $310 to $381 for family
coverage.

= Onaverage, current employee contributions toward
single coverage are considered “affordable” even for
expanded Medicaid eligible individuals.
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New Options = Individual Market Reforms

» Current State of Individual Market
- Provided by major carriers with access to same networks as group insurance
- “Medical Underwriting” allowed in all but five states
- Can be denied for pre-existing conditions
- Can be charged a higher rate because of health history
- Older individuals charged six times young individuals
o Some policies are rescinded after issue because of errors on application
o Inefficient distribution through independent brokers or carrier direct web sites
» Overhaul of Individual Market Complete in 2014
o Still private insurance although plan designs and loss ratios regulated
o All Plans “"Guarantee Issue”
- No “Rate-ups” except for tobacco use, regional cost variations and age
- Mandatory distribution through Public Health Insurance Exchanges
» Implication:

o Many of the elements that make individual health insurance undesirable will
be eliminated by 2014.

C.I I iel' oy CIIROME
T— #) Compass

“Individual” Tax Credits

Key Considerations: i
*  Today, the government provides subsidies for health Federal Tax Credits
insurance in the form of pre-tax treatment for T T 2
employer sponsored benefits. pioy ial Health
In 2014, some employees who make less than 400% of [:::‘:I::; | E:;::::
the Federal Poverty Line will be able to access

government subsidies through the Public Health
Insurance Exchange.
Implications:

+  Employers need to consider how employees access
government subsidies as a part of their overall strategy
for offering benefits.

| A
Compass Heading: | ER Exclusion /
Generally, most lower paid employees will be better off
on tax subsidized individual coverage while most higher
paid employees will be better off staying on employer
group coverage.

’ f
| EE Deduction ’ Cost Sharing
(Sec 125) 1 Subsidies

{

| Deduction (Sec | | Premium Credits
105, 106, 162)
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Public Health Insurance Exchanges

- Key Considerations:
*  Inthe exchange, some individuals will be able to access

Tax Credit Guidelines

Premium C‘redits and Out of Pocket Subsidies that will Federal Poverty Max Estimated Plan
reduce their overall cost of healthcare - =
Level Premium as Actuarial Value
*  Employees>100% and <400% of the FPL will have % of AGHI

access to varying levels of subsidies .

*  Employees <138% of the FPL will potentially be eli
for Medicaid, if their state chooses to expand Medicaid
eligibility.

¢  Instates that do not expand eligibility, employees
>100% of the FPL will have access to subsidies and
employees <100% of the FPL may or may not have
access to coverage other than group.

. Implications:

*  Employers need to consider how employees access
government subsidies as a part of their overall strategy
for offering benefits.

. Compass Heading:

+  Many employees will be able to access coverage that is
better than the current group plan if they are eligible
for individual tax credits and cost sharing subsidies.
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Employee Modified Adjusted Gross Household Income Distribution

. Key Considerations:
*  Employees>100% and <400% of the FPLwill AGHI Distribution by FPL
have access to varying levels of subsidies .
+  Employees <138% of the FPL will potentially
be eligible for Medicaid, if their state chooses 30,000
to expand Medicaid eligibility.
*  Instates that do not expand elij ity, 25,000
employees >100% of the FPL will have access
to subsidies and employees <100% of the 20,000
FPL may or may not have access to coverage
other than group.
. Implications:
. In 2015 if an employee receives a subsidy, a 10,000
“Large” employer will pay a penalty of
$3,000 per employee up to a max of $2,000 5,000
timesall employees. %
*  Thereis no penalty for the employer if the X =
employee is eligible for Medicaid. m<=100% ® 100-138% W 138-150% W 150-160% W 160-170%
. Compass Heading: = 170-180% W 180-190% M 190-200% = 200-250% M 250-300%
+  Thisslide shows where employees’ M 300-350% 1 350-400% = >400%
anticipated AGHI currently fall in relation to
the FPL.

15,000
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@ Compass

Education Industry AGHL Distribution by FPL %

AGHI Distribution by FPL %
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Government Industry AGHL Distribution by FPL %

AGHI Distribution by FPL %
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Professional & Business Services Industry AGHL Distribution by FPL %

AGHI Distribution by FPL % 1
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Individual Tax Credit/Cost Sharing Subsidy Eligibility

+ Key Considerations:
+  Individual access to the Exchange will be based Tax Credit Access
upon a combination of factors. (if AGHI <400% FPL)
+  Employed individuals who have access to
affordable coverage that meets minimum ~

requirements will not be able to receive : Neo
subsidies on the Exchange regardless of their e Employed? - E
income level. N
" Implications: w Yes
*  Should an employer offer a plan that meets T
MEC, low employee contributions may ) A mra o= No
preclude employees from accessing subsidies ~ “Acceptable” = i —
on the Exchange. T._Coverage?
+  Compass Heading: =
*  What the employer offers, and how they price ‘_V“
it, has everything to do with whether or not ~
employees will be able to access the tax 5 ‘_M““'“, No
dits and cost sharing subsidies through the R At =
credits and cost sharing subsidies through the ~_Coversge? "
exchange. B
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Cellier

Expanded Medicaid Eligible Employee Example

. Key Considerations:
+  Premium Credits will have the effect of capping an
individual’s expenditure on health insurance.
+  Subsidies will have the effect of decreasing the out-of-

L Implications:
= Employees (if they are eligible for subsidies) will need
to evaluate their coverage options in terms of their
projected use of healthcare.
. Compass Heading:
. In the example to the right, the employee receives 29%
more of their average health expenditures covered
for $2,657.51 less premium per year.

@ 2014 ContinuousHealth No Reprints
Without Permission

pocket expenditures for employees (and their families).

Age

Salary

Current Coverage Level
Projected Coverage Level
Est. AGHI ;
% Est. AGHI to FPL

Employee Gross Net
View Prem Premium

Current $3,227.10
Exchange $9,836.76
Comparison $6,609.66

4. CHROME

) Compass

48

$10,032.12

Employee and Spouse
Employee and Spouse

$15,951.07
71%

59.42%

$2,657.51
50,00 100%
($2,657.51) 29%

Cellier

Subsidy Eligible Employee Example

. Key Considerations:
*  Premium Credits will have the effect of capping an
individual’s expenditure on health insurance.
= Subsidies will have the effect of decreasing the out-of-
pocket expenditures for employees (and their families).
. Implications:
= Employees (if they are eligible for subsidies) will need
to evaluate their coverage options in terms of their
projected use of healthcare.
*  CompassHeading:
. Inthe example to the right, the employee receives 23%
more of their average health expenditures covered
for $1,834 less premium per year,

@ 2014 ContinuousHealth No Reprints
Without Permission

Employeeprofile | |

Age

Salary

Current Coverage Level
Projected Coverage Level
Est, AGHI

% Est. AGHI to FPL

Group $2,875
Exchange 816,011 $1,041 94%
Comparison $12,411 ($1,834) 23%

$33,304
138.96%

Employee Gross Net
View Premium Premium
$3,599

= CHROME
\

@ Compass

49
$12,566
Family
Family

1%

4/17/2014
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INSURANCE FOR THE

Non-Subsidy Eligible Employee Example

. Key Considerations:

+  Employees not eligible for Premium Credits or Subsidies
will be forced to buy relatively expensive Exchange
coverage with after tax dollars.

. Implications:

. Many higher wage earners will be far better off on
employer-sponsored coverage.

=  Compass Heading:

*  Inthe example to the right, the employee receives 6%
less of their average health expenditures covered
for $12,257 more per year.

© 2014 ContinuousHealth No Reprints
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CHROME

) Compass

Age 58
Salary 581,816
Current Coverage Level Employee and Children
Projected Coverage Level Employee and Children
Est. AGHI $81,816
% Est. AGHI to FPL 405.31%
Employee Gross Net st. AV
View Premium Premium
Group $5,197 $3,992 76%
Exchange $16,249 816,249 70%
Comparison $11,052 $12,257 (6%)

Collier

FOm THE U

Medicare Eligible Retiree Example

* Key Considerations:

»  Employees not eligible for Premium Credits or Subsidies
will be forced to buy relatively expensive Exchange
coverage with after tax dollars.

. Implications:

*  Many higher wage earners will be far better off on

employer-sponsored coverage.
*  CompassHeading:

*  Inthe example to the right, the emplayee receives 11%
more of their average health expenditures covered
for $4,800.58 less per year.

© 2014 ContinuousHealth No Reprints
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Employeeprofile | |

Age 73
Salary $28,000.00
Current Coverage Level Employee and Spouse
Projected Coverage Level Employee and Spouse
Est. AGHI $44,520.00
% Est, AGHI to FPL 277.48%
Employee Gross Est. AV
View Premium
Current $9,084.84 $7,200.58 85%
Exchange $2,400.00 $2,400.00 96%
Comparison (56,684.84) ($4,800.58) 11%

4/17/2014
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Non-Medicare Eligible Retiree Example

. Key Considerations:

. Employees not eligible for Premium Credits or Subsidies
will be forced to buy relatively expensive Exchange
coverage with after tax dollars.

* Implications:

+  Many higher wage earners will be far better off on

employer-sponsored coverage.
# Compass Heading:

*  Inthe example to the right, the employee receives 15%
less of their average health expenditures covered
for $10,161.29 less per year.

@ 2014 ContinucusHealth No Reprints
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Employee Gross Net Est. AV
View Premium Premium
Current 85%

$17,789.58 $14,099.89
Exchange $18,049.09 $3,938.60 70%
Comparison $259.51 (510,161.29) (15%)

1. CHROM
Ay H E

@) Compass

Age 64

Salary $28,000.00

Current Coverage Level Employee and Spouse
Projected Coverage Level Employee and Spouse
Est. AGH| $44,520.00

% Est. AGHI to FPL 277.48%

47

The Bottom Line - 2015

Current Strategies Options
Current Cost No HCR Maintain Terminate  Minimize Optimize
T - r 7
ER Total ER Total : ER Total £R Total ER Total
$206,191,452 $255,615,592 || | | $3e6,846,108 | | $1846207 || | $107,770,396
$49,424,140 S|l $111,230,516 ) ($253,769,385) )| ($147,845,156)
3 - i . . e =
EE Total EE Total ; EE Total EE Total 3 EE Total
$140,708,010 $163,119,547 || | || $153,248,302 $185,388,905 $ 154,486,518
L $22,411,537 Pam ($9,871,245) L $22,265,398 |} L (58,633,029}
Employee Perspective

Compared to Maintain

48
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Strategic Action Plans

» The output of CHROME
Compass is a multi-year plan
designed to “optimize” your
position in terms of the points
of the compass.

“Fair”

» Leading employers are making employee
incremental changes to their Access
allocation of compensation
dollars to avoid radical
changes.

“Acceptable”

Health
Coverage

“Affordable”
Employee
Contributions

Alternative
Sources of

Insurance

49

Adjust retiree access

number of hours

dependents

Medical plan eligibility limited by average

Conduct full documentation verification for

Include special provisions concerning coverage
for spouses with other coverage available

Currently offer coverage to retirees on a
voluntary basis at active employee rates

Part-time employees in some districts
currently have access to the medical plan
(with employer contribution)

Dependent counts have been growing
steadily from a ratio of 1.45 in 2011 to
1.54 in 2014

Spousal participation has grown from
9.1%in 2011 to 12.6% in 2014

Action plan - “Fair” employee access

The retiree population claim
experience is 131% of active
employees

The part-time population claim
experience is 116% of active
employees

5-12% of dependents enrolled in
group coverage don’t meet eligibility
criteria

21% of all employers have this type of

provision with projections indicating
46% will by 2016

4/17/2014
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Action plan — “Acceptable” health coverage

Multiple plan choices lead to increased
employee satisfaction, even with cost-shifting

Single plan choice arrangements are easier to
control, but likely reduce employee satisfaction

Many employers are reallocating health plan
funding into HSAs

Currently offer 3 plan choices,
without sufficient spread

57% of current enrolled population
have elected to pay more for richer
coverage

Current plan funding is insufficient to
reallocate dollars to non-claimants

More plan choices require more control
over employee contributions and
increased investment in employee
education

Single plan choice arrangements ease the
risk of varying contribution strategies
across districts

The limits defined by ACA restrict the
plan’s ability to free up enough dollars

Action plan — “Affordable” contributions

Gradually adjust employee contributions
to optimize expanded Medicaid
oppertunity

Many employers are moving to a defined
contributien approach to funding

For a multi-option strategy to succeed,
higher actuarial value plans should be
priced higher

Currently offers coverage to
approximately 18,000 expanded Medicaid
eligible employees at $11 per month

Currently offers different contributions for
different plans and different tiers within
the plans

Local school districts’ ability to contribute
in excess of $150 skews plan pricing

Low employee contributions will
inhibit employees from taking
advantage of their expanded
Medicaid options

Defined contribution simplifies plan
pricing but will result in large
compensation reductions for
employees with families

Reallocate excess centributions to
either compensation or other
benefits that do not adversely affect
the medical plan

52
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The CHROME Process

Customize CHROME
with Employer Specific
Information

{

Adjust Based Upon !

Changing Market Data | Model Employer and

and Regulatory | Employee Impacts
Guidance

i Educate Executive
{Execute Implementation
| PlanforOngoing | Team and Evaluate
Optimization and Options Using
Compliance | % 4 =
Customized Criteria

Evaluate Knowledge
Gaps and Systems |
Capabilities

53

Additional Slides
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Cellier

Cadillac Plan Excise Tax - Gold

+ Key Considerations:

= Starting in 2018, a 40% excise tax will be levied on the total
premium cost of employer-provided health coverage that
exceeds certain thresholds (i.e., $10,200 for single and $27,500
for non-single coverage, subject to a special one-time adjustment
in 2018, non-medical COLA adjustments thereafter, and special
rules for certain employees including those subject to collective
bargaining agreements).

* Total premium cost includes employee and employer
contributions for most types of group health plan coverage, with
exclusions for stand-alone dental and vision coverage, long-term
care, and certain types of excepted benefits (but not employer-
paid hospital indemnity and critical iliness type coverage).

+ Employers should keep in mind that the calculation includes other
group benefits, such as FSA, that will cause them to reach the
thresholds faster.

« Implications:

* Since post-2018 thresholds are not tied to medical inflation,
almost all employers will eventually become subject to the excise
tax which will raise the cost of providing coverage.

+ Employers will need to monitor their plan costs and consider plan
containment strategies to mitigate the impact of future excise
taxes.

+ Compass Heading:

* If current plan design is maintained, it is anticipated that in 2018
single coverage will exceed thresholds by $263 and family
coverage will exceed thresholds by $6,502.

© 2014 ContinucusHealth No Reprints
Without Permission

o CHROME
@) Compass

Cadillac Plan Threshold

mmm Employee Only === Family

—— Single Threshold —— Family Threshold
$ 60,000
$60,000 |
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£ FOR THE UNEXPECTED

Cadillac Plan Excise Tax - Silver

« Key Considerations:

* Starting in 2018, a 40% excise tax will be levied on the total
premium cost of employer-provided health coverage that
exceeds certain thresholds (i.e., $10,200 for single and $27,500
for non-single coverage, subject to a special one-time adjustment
in 2018, non-medical COLA adjustments thereafter, and special
rules for certain employees including those subject to collecti
bargaining agreements).

Total premium cost includes employee and employer
contributions for most types of group health plan coverage, with
exclusions for stand-alone dental and vision coverage, long-term
care, and certain types of excepted benefits (but not employer-
paid hospital indemnity and critical illness type coverage).
Employers should keep in mind that the calculation includes other
group benefits, such as FSA, that will cause them to reach the
thresholds faster.

= Implications:

+ Since post-2018 thresholds are not tied to medical inflation,
almost all employers will eventually become subject to the excise
tax which will raise the cost of providing coverage.

* Employers will need to monitor their plan costs and consider plan
containment strategies to mitigate the impact of future excise
taxes.

* Compass Heading:

« If current plan design is maintained, it is anticipated that in 2018
single coverage will be less than thresholds by $2,322 and family
coverage will be less than thresholds by $2,333.

.
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Cadillac Plan Excise Tax - Bronze

* Key Considerations:

= Starting in 2018, a 40% excise tax will be levied on the total
premium cost of employer-provided health coverage that
exceeds certain thresholds (i.e., $10,200 for single and $27,500
for non-single coverage, subject to a special one-time adjustment
in 2018, non-medical COLA adjustments thereafter, and special
rules for certain employees including those subject to collective
bargaining agreements).
Total premium cost includes employee and employer
contributions for most types of group health plan coverage, with
exclusions for stand-alone dental and vision coverage, long-term
care, and certain types of excepted benefits (but not employer-
paid hospital indemnity and critical iliness type coverage).
Employers should keep in mind that the calculation includes other
group benefits, such as FSA, that will cause them to reach the
thresholds faster.
+ Implications:

* Since post-2018 thresholds are not tied to medical inflation,
almost all employers will eventually become subject to the excise
tax which will raise the cost of providing coverage.

= Employers will need to monitor their plan costs and consider plan
containment strategies to mitigate the impact of future excise
taxes.

» Compass Heading:

» If current plan design is maintained, it is anticipated that in 2018
single coverage will be less than thresholds by $5,258 and family
coverage will be less than thresholds by $12,701.
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