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Real Healthcare Reform

§ We could solve it on a napkin and a 30
minute conversation
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Real Healthcare Reform

§ Should not be a
political discussion
because at the most
Important level, it is not.

§ Access for the
uninsured, who pays
for the uninsured, how
we provide a safety
net....are political
discussions

§ How we reduce the
cost is not political
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Real Healthcare Reform

Breakdown of Health Insurance Premiums

Administration
15%

Claims
85%
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Breakdown of Healthcare Claims

MMI ANNUAL RATE OF INCREASE IN COSTS BY COMPONENT OF MEDICAL CARE
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The Milliman Medical Index is based on analysis of claims for millions of members in a wide variety of areas of
the country. It takes into account estimated U.S. average provider payment rates and Milliman’s analysis of
historical claim data and understanding of trends in provider contracting. Utilization of medical services for a
particular family varies significantly based on the family’s ages, geographic area, health status, and random
fluctuations due to unpredictable events.
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2008 Milliman Cost Index
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Real Healthcare Reform

§The Problem with Healthcare Is:

YOU
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Real Healthcare Reform

§ The Problem with Healthcare Is:

A

ME
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Real Healthcare Reform

§The Problem with Healthcare Is:

3US

§Our use of
Healthcare

§Our Overall
Health as a
Nation
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Real Healthcare Reform

§ Scenario

- Employer with 100 employees and 300 members

- Office Visits
Number of office visits PMPY increased by 7% / year over 10
years
Unit cost of office visits increased by 5% over 10 years

- RX
Number of prescriptions filled increased by 5% / year over 10
years

Unit cost of prescriptions increased by 10% / year over 10 years
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Real Healthcare Reform

Year 1 Year 10

# of visits Unit # of visits Unit Difference @ 300
PMPY Cost PMPY Cost members
' iai 204,000
Office Visits 5 $60.00 10 $98.00 $
300 members 220%
Year 1 Year 10
# of scripts Unit | #of scripts Unit Difference @ 300
PMPY Cost PMPY Cost members
RX $142.200
300 members S $3O'OO 8 $78'OO 316%

» T
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Real Healthcare Reform

How our Personal Health Risk Factors affect

Healthcare Costs
Excess Medical Costs due to
Excess Risks

H Excess Costs
B Base Cost

$3,460

$3,039
$840 $1,261

Low Risk (0-2 HRA Non- Medium Risk  High Risk (5+
Risks) Participant (3-4 Risks) Risks)

Edington, ATHP. 15(5):341-349, 2001



————————————————————————————————————————————

Real Healthcare Reform

What if | proposed to you the following:

§8 Your company medical plan becomes a high
deductible / catastrophic plan

§8 You establish an underlying savings account for
employees

§ Require all employees to do assessment (HRQ)
to be eligible to participate in medical

§ Base employee contributions on participation in
HRQ and overall health

12
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Real Healthcare Reform

Current

New

In-Network | Non-Network

In-Network

Non-Network

Deductible

$500/ $1,000

$5,000 / $10,000

$7,500 / $15,000

Coinsurance

20% 40%

0%

0%

Out-of-Pocket Maximum

$2,000 / $4,000

$5,000 / $10,000

$7,500 / $15,000

Office Visit

Deductible plus

$20 Copayment Coinsurance

In-network
Deductible applies

Out-of-network
Deductible applies

Preventive

Covered

Covered — De

ductible waived

Emergency Room Visit

Deductible plus
Coinsurance

Deductible plus
Coinsurance

Deductible plus
Coinsurance

Deductible plus
Coinsurance

Hospital Inpatient / Outpatient

Deductible plus
Coinsurance

Deductible plus
Coinsurance

Deductible plus
Coinsurance

Deductible plus
Coinsurance

Prescription Drugs

Covered under the
Prescription Drug Card

In-Network Deductible applies

Prescription Drug Card

$10 Generic

Retail (30-day suppl

( y supply) $25 Brand Name — Preferred NA

$45 Brand Name — Non Preferred

. $20 Generic

(93/?; O;Serl ) $50 Brand Name — Preferred NA

Y Supply. $90 Brand Name — Non-Preferred

.. Not Covered Not Covered
Vision Exam

Lifetime Maximum

$5,000,000

$5,000,000
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Real Healthcare Reform

§ Employee Savings Account
- $2,000 per year, funded by the employer
- Use for Office visits and RX
- Use for new glasses or contacts
- Use for dental expenses

- EE could rollover unused balances from year
to year

- Vesting schedule just like a retirement plan
account

14
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Real Healthcare Reform

§ All Employees must complete the Health Risk
Questionnaire to be eligible for coverage

§ Employee premiums-3 scenarios

- Best Rates -Non-smoker and participating in the
company sponsored wellness program. You have a
health score of 75 or you must improve your health
score each year by 5 points.

- Middle Rates -Smoker that is participating with
same criteria as above or a Non-smoker not
participating

- Worst Rates -Smoker that chooses not to

participate in the company sponsored Wellness
program 15
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Real Healthcare Reform

Employee Contributions

Employee Contribution Employee Contribution
Best Middle
Lives ER EE Lives ER EE Lives ER EE
New Plan $ $ $ $ $ $

FT Employee 25 275.00 25.00 22 260.00 40.00 15 240.00 60.00

FT Family 15 425.00 125.00 11 390.00 160.00 12 315.00 235.00

Month Total 40 13,250.00 2,500.00 33 10,010.00 2,640.00 27 7,380.00 3,720.00

Annual Total 159,000.00 30,000.00 120,120.00 31,680.00 88,560.00 44,640.00

16
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Real Healthcare Reform

§ Would you take that recommendation to
your boss?

§ Why not?

§ And yet we keep taking recommendations
that aren’t working!

17
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Real Healthcare Reform

§ Have you had 3 or more moving
violations in a year?

- What happened to your car insurance rates?
- What did you do about it?

§ Why not health insurance? Why is this
coverage so different?

18
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Real Healthcare Reform

§ If all company medical plans were the
same, you would compete for employees
over:

- Employee Savings accounts
- Premiums they paid for coverage

- Your Interest in their overall health of their
family

- Your other benefits
- Compensation

19
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Real Healthcare Reform

§ What if you could negotiate with your
health insurance carrier:

- Rating on body mass index
- Rating on smoker vs. non-smoker rates
- Rating on health scores

§ What if you had 10 carriers to choose
from vs. 2-3?

20
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Real Healthcare Reform

§

What should a future medical policy look

like:

- Rate you for your overall health lifestyle

- Should not rate for what is out of your control
Genetics (Cystic Fibrosis)
Health conditions (Rheumatoid Arthritis)
Catastrophic non-lifestyle related

- Engage the consumer to use healthcare dollars

wisely

- Help them cash flow their expenses
21
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Real Healthcare Reform

§ What needs fixed

- Premium credits from carriers for bona-fide,
legitimate wellness programs

- Consumer Driven Models (Health Savings Accounts
and Health Reimbursement Accounts) both have
Issues

HSA’'s — Too complex, too many IRS regulations
HRA — Employee ownership

- Consumer ability to shop on-line for healthcare

- Everyone needs to be covered somewhere
Address pre-existing conditions
Penalties for non-enroliment

22
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Real Healthcare Reform

§ What can you do right now:

- Write your congress representative

Compel carriers to offer credits for bona-fide
wellness programs

Eliminate direct to consumer Rx advertising

Pass legislation for simple consumer driven
plans and underlying savings accounts

Eliminate state filing issues for carriers to
Increase competition in our state

Provide a safety net for the less fortunate in our
society 23
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Real Healthcare Reform

§ What can you do right now:

- Start assessing your employee population
now

Require all employees to fill out an HRQ in order
to be covered at a minimum

Conduct on-site screenings if you can gain
Mmanagement support
- Put strong incentives In place to promote
changes in health

24



—
Real Healthcare Reform

LMC Unique Services

§ Health Management Services Department
- Assessment
- Consulting
- Education and programming

§ Employee Advocacy
- Navigation in the healthcare industry
- Coaching employees to be wise consumers
- Coaching employees to improve their overall health

§ Employer Solutions

- Day to day administrative headaches
COBRA and HIPAA administration
Consolidated Billing & New Employee Enrollment
25
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THANK YOU FOR ATTENDING!

LaMair — Mulock — Condon Co.
4200 University Avenue, Suite 200

West Des Moines, IA 50266

Phone: 515-244-0166; 800-677-1529

Fax: 515-237-0190

26



	LMC Insurance
	Real Healthcare Reform
	August 25, 2009
	Presented by Richard P. DeBartolo, CEBS
	Senior Vice President

	Real Healthcare Reform
	We could solve it on a napkin and a 30 minute conversation

	Real Healthcare Reform
	Should not be a political discussion because at the most important level, it is not.

	Real Healthcare Reform

