2012 RATE OVERVIEW
(GUIDING PRINCIPLES

Assume we will not be able to retain our
Grandfathered status.

Need to balance premium increases with benefit
decreases.

Price products so that the State Share will pay
for Health (at least one plan), Dental and Basic
life for employee only.

Retain options and flexibility where possible.

Provide timely information to employees/retirees
to facilitate planning.



GRANDFATHER STATUS
BENEFIT CHANGES THAT CAN BE IMPLEMENTED

Increase deductible - Cumulative increase limited
to Medical price inflation plus 15 percentage
points

Increase fixed dollar copayments - Greater of
cumulative increase limited to Medical price
inflation plus 15 percentage points or $5

Increase out of pocket maximums - Cumulative
increase limited to Medical price inflation plus 15
percentage points



GRANDFATHER STATUS
BENEFIT CHANGES THAT CAN’T BE IMPLEMENTED

Can’t increase colnsurance percentage
Can’t eliminate benefits

Possible limits to the % of premium paid by
employee



(GRANDFATHER STATUS
CONSEQUENCES OF LOSING GRANDFATHERED
STATUS

Required to cover all essential services,
and limits on overall cost sharing

$0 copayments for wellness services
Revise appeal process

Implement quality reporting

Cover clinical trials

No discrimination based on health status

Annual out of pocket maximums tied to
HDHP limits



(GRANDFATHER STATUS
2011 MAXIMUM CHANGE (2.7% PLUS 15%)

Traditional — Deductible

Individual $600 $706

Family $1,800 $2,118
Traditional — OOP Max

Individual (average) $2,500 $2,942

Family (average) $5,625 $6,620
Managed Care In Network — Deductible

Individual $425 $500

Family $850 $1,000
Managed Care In Network — OOP Max

Individual $2,000 $2,354

Family $4,500 $5,296
Managed Care Out Network — Deductible

Individual $650 $650

Family $1,300 $1,300
Managed Care Out Network — OOP Max

Individual $3,500 $3,500

Family $8,000 $8,000




COST INCREASES IN 2009 AND 2010

Large Employers - West

State of MT - Early retirees $16,467

$14,771

-0.79%
State of MT - Actives $7,285

$7,343

$(2,000)  $- $2,000  $4,000 $6,000 $8,000 $10,000 $12,000 $14,000 $16,000 ‘
B % Increase ®m 2010 ™ 2009




ENROLLMENT COMPARISON

¥ Indemnity = PPO/POS mHMO CDHP

11%

State of Montana Large Employers - West




COST MANAGEMENT STRATEGIES

State of Montana

Wellness Incentives

Value Based Benefits
Non-smoker incentive

Data Warehouse

Collective purchasing

High performance networks
On-site clinics

Centers of excellence

Retail clinic - chronic care
Telemedicine

Medical homes

Yes
URx/QCC
No
Yes
URx/QCC
QCC
No
No
No
Yes

No

Large Employers
43%
25%
28%
61%
25%
24%
37%
19%
19%
5%
3%




MANAGED CARE BENEFIT COMPARISON

State of

Montana

State of

Montana

Large
Employers

Large
Employers

Average EE
premium cost
Deductible In-
network
Deductible Out-
network

OOP In-
network

OOP Out-
network

Office visit PCP
Higher cost
share for
specialist

ER visit

Individual
SO
$425
$650
$2,000

$3,500
515

No
$200

Famil
S74
$850
$1,300
$4,500

$8,000

Individual




RETIREE OFFERING RATES

Medicare Retirees

Pre-Medicare Retirees

0% 20% 40% 60% 80% 100%

" Don't offer plan or subsidy ® Offer subsidy
m Offer plan to closed group © Offer plan to new hires ‘




RETIREE PREMIUM SUBSIDY

Medicare Retirees Pre-Medicare Retirees

Employer
pays all Employer
the pays all
premium the

19% pr‘




RETIREE COST TRENDS

Large Employers - Medicare

Large Employers - Pre-Medicare

State of MT - Active (55-64)

State of MT - Early retirees

State of MT - Medicare retirees

m % Increase ®m2010 ™ 2009

$10,872
$10,348

W $5,378

11.48%

$16,467
$14,771

$4,353
$3,824

$2,000 $4,000 $6,000 $8,000 $10,000 $12,000 $14,000 $16,000

“
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