EXECUTIVE COUNCIL OF IOWA AGENDA

State Capitol - Robert D. Ray Conference Room (G09) 10:00 a.m.

OCTOBER 27, 2014

. Approval of minutes of meeting held October 20, 2014
. Personal Appearance —
A. Michelle Minnehan, Chief Operating Officer and Ed Holland, Bureau Chief, Iowa
Department of Administrative Services, HRE will be present to request approval

of Annual Group Insurance Renewals.
TAB#1

. Emergency Allocations - Page 1

. Payment of Cost Items — Page 1



3.

Emergency Allocations

A.

Towa Communications Network is requesting an emergency allocation in the
amount of $14,597.16. On September 15, 2014, ICN cable was damaged due
to erosion along US Highway 34, near Red Haw and East of Chariton. Request
is to cover repair.
The State Auditor’s Office has reviewed this request and recommends
allocation, subject to audit of actual invoices and supporting documentation
and demonstration that no costs covered by the maintenance contract have
been included.

Payment of Cost Items

A. Frandzel Robins Bloom & Csato, L.C.....coooviiiiiiiniin $662.22
6500 Wilshire Boulevard, 17th Floor
Los Angeles, CA 90048-4920
Wong v. Neutraltus Pharmaceuticals Inc. UOI Pharmaceuticals et, al
Jeffrey Thompson, Solicitor General, has reviewed this invoice and
recommends payment. Payment will be made from the funds of the
University of lowa.

B. Barnes & Thornburg LLP......cooviiiiiiiiiiii $372.00
One North Wacker Drive, Suite 4400
Chicago, 1L 60606
Peregrine Financial Group (PFG) Bankruptey
Jeffrey S. Thompson, Solicitor General, has reviewed invoices and
recommends payment. Payment will be made by UNL

C. Hudson, Mallaney, Shindler & Anderson, P.C............... $2,696.00

5015 Grand Ridge Drive, Suite 100
West Des Moines, 1A 50265
Peregrine Financial Group (PFG) Bankruptey

Jeffrey S. Thompson, Solicitor General, has reviewed invoices and
recommends payment. Payment will be made by UNIL



TAB#1

EXECUTIVE COUNCIL
Governor Terry E. Branstad
lowa Department of Administfative Services 20I40CT 21 PH s y ¢ Lt Govemor Kim Reynolds

Serw’be ] “Efﬁciency + Value Janet Phipps, Director

October 27, 2014

MEMORANDUM

TO! The Honorable Terry E. Branstad, Governor
The Honorable Matt Schultz, Secretary of State
The Honorable Mary Mosiman, Auditor of State
The Honorable Michael L. Fitzgerald, Treasurer of State
The Honorable William H. Northey, Secretary of Agriculture & Land Stewardship

FR: Ed Holland, Bureau Chief
Department of Administrative Services - HRE

RE: Annual Group Insurance Renewal

in preparation for the Executive Counci) meeting on October 27" attached are the materials related to the 2015
renewal for the State employees’ group insurance program that were shared with the Insurance Committee.
Upon approval, the insurance changes will become effective January 1, 2015. The indemnity and Preferred
" provider Organization (PPO) health premiums will be going up approximately 6.5%, while the Managed Care
Organization (MCO) health premiums will be going up approximately 21.5%. These increases reflect a strategy
to properly realign premiums based on the actual claim costs by plan. As noted in the documents, as members
with higher claims experience have migrated to the MCO plans in recent years, the total ciaims experience has

exceeded the premium generated.

We have received several inquiries from insurance committee members regarding the impact of the MCO
premium change to non-contract employees. The increase of 21.5% to the MCO plans transiates to an
approximate $21/month increase for single plans and an approximate $49/month increase for family plans. We
have provided Table 1 at the end of this document to clearly Hllustrate the impact of these changes on the
monthly employee share.

Over the last 5 years, the Indemnity and PPO plans have been averaging a 3.29%/yr increase and the MCO plans
have been averaging an annual 6.3% increase. it should be noted, all plans were impacted by the fees
associated with the Federal health care legislation. The impact is almost 1% on the Indemnity and PPO plans
and approximately 1.5% on the MCO plans. The financial impact is over $5S million. '

The State Peace Officers’ Council (SPOC) health premiums will be increasing by 2.1% and the dental premiums
will be increasing by approximately 2.8%.

All other premium rates will not be changing from 2014, this includes the dental, long term disability (LTD), and
basic term life premiums. The Life and 11D rates will be held constant for the next three years due to an RFP
conducted in the winter of 2014.

On October 20, 2013 the Insurance Committee unanimously agreed to move forward the DAS renewal
recommendations for all insurance rates to the Executive Council for review.

Hoovor State Office Bullding 1305 East Walnut Steet  Des Moines, IA50310  (515) 281-5360 R ——



Annual Group Insurance Renewal
DAS-HRE — October 27, 2014
Page 2

DAS-HRE is asking the Executive Council take the following action:
e Approve the health and dental premium rates.
s Approve that non-contract, executive branch, employees continue to have access 10 Deductible 3
Plus, fowa Select and the MCO options available with a 20% contribution which can be offset by

participation in the Heaithy Opportunities Wellness Program.

o Approve the Life and LTD premium rates.

Health 2015 - DAS Recommendation
Plan E Sh EE Share EF Share %  Difference

Weliness
Deductible 3 Plus $ 67.98 $ 78.12
Non-Contract $279.68 $303.60

lowa Select $ 66.54 $ 76.66
Non-Confract $276.32 $300.16

Blue Access | $ 7.60 $ 28.42
Non-Confract $138.36 $187.28

" Blue Advantage $ 3.88 $ 24.10
Non-Contract $129.68

Note: The “EE Share % column indicates the Employee Share percent o p fference” column indicates the
change in doliars on a monthly basis between what Non-Contract employees will pay in 2015 versus 2014.




Govesnor Teny E. Branstad
lowa Depariment of Administrative Services Lt Govamor Kim Reynolds

Service « Efficiency » Value . Janet Phipps, E}irector.

October 15, 2014

MEMORANDUM

TO: Charlie Smithson, Secretary of State
Warren G. Jenkins, Chief Deputy - State Auditor’s Office
Karen Austin, State Treasurer’s Office
Steve Timmins, Department of Management representing the Governor's Office
Mike Naig, Department of Agriculture & Land Stewardship

FR: Ed Holland, Division Administrator
Department of Administrative Services - HRE

RE: Annual Group Insurance Renewal

£nclosed please find a summary of the 2015 renewal report for the State employees’ group insurance program.
The insurance changes will become effective January 1, 7015. The indemnity and Preferred Provider
Organization (PPO} heaith premiums will be going up approximately 6.5%, while the Managed Care Organization
{MCO) health premiums wili be going up approximately 21.5%. These increases reflect a strategy around
realigning the respective types of plans’ premiums based on the actual claim costs Wellmark is seeing in these
plans. We will be covering in some detail the basis for this significant increase to the MCO plans during our
meeting and a representative from Wellmark will be in attendance to answer guestions. Over the last b years
these plans have been averaging 3.2% and 6.3% increases, respectively, It should be noted, ail plans were
impacted by the fees associated with the Federal health care legisiation. The impact is almost 1% on the
indemnity and PPO plans and approximately 1.5% on the MCO plans. The financial impact is over $5 million.

The State Peace Officers’ Council {SPOC) health premiums will be increasing by 2.1% and the dental premiums
will be increasing by approximately 2.8%.

All other premium rates will not be changing from 2014, this includes the dental, long term disability (LTD), and
basic term life premiums. The Life and LTD rates will be held constant for the next three years due to an RFP
conducted in the winter of 2014.

The renewal document reflects that:

s The UE/IUP state share will continue to be an 85/15% split of the family premium cost of lowa Select.
The state share of lowa Select will be applied to alf other family plans for UE/IUP employees. The State
will continue to pay 100% of single and double spouse contracts.

o The AFSCME, AFSCME Judiciai and PPME state share will also continue to be an 85/15% split of the
_ family premium cost of lowa Select. The state share of lowa Select will be applied to all other family
plans for these employees. The State wiil continue to pay 100% of single and double spouse contracts.

o Vios e viani Sest | Des tomes, AS031 (5152815366 bitpridas iovia.gov
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Annual Group Insurance Renewal
DAS-HRE — October 15, 2014
Page 2

o The SPOC state share will continue to be an 80/20% of the total health insurance premium. However, by
participating in the Healthy Opportunities Weliness Program, SPOC em ployees can reduce the amount
of their health insurance premium contribution.

® Executive branch non-contract employees will also share in the cost of health insurance by paying 20%
of the total health insurance premium. These employees will also be given the opportunity to participate
in the Healthy Opportunities Weliness Program, which wili allow these employees to reduce the
amount of their health insurance premium contribution.

» By participating in the Healthy Opportunities Wellness Program, eligible employees can reduce the
amount of their health insurance premium contribution in 2015 by:
o $90/month for nen-contract employees
o $62/month for SPOC-covered employees

s To participate in the Healthy Opportunities Wellness Program and receive the 2015 premium reduction
incentive, employees must complete the following during the designated timeframes:

o Step 1: Biometric screening

o Step 2: Health assessment

o Step 3: Elect to participate in the wellness program in lowaBenefits during the annual
enroliment and change period. :

o Step 4: Health coaching, if the employee stratifies for telephonic coachmg the employee must
complete all required calls to be eligible for the following year’s incentive.

DAS-HRE is asking the Insurance Committee to do the following:
s Approve the health and dental premium rates for Executive Council review.
»  Approve Executive Council review of non-cohtract, executive branch, employees continue to have
access to Deductible 3 Plus, lowa Select and the MCO options available but with a 20%

contribution which can be offset by participation in the Healthy Opportunities Wellness Program.

o Approve the Life and L.TD premium rates for Executive Council Review.

Note: Deloitte Consuiting, LLP. comments supporting the renewals are included where appropriate.
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2015 Group Insurance Renewal
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Wellmark Premium Rates — Executive Branch Non-Contract
(Wellness Incentive Included)

C 2014 Percent 2016
Wellmark | Contract | Total State | Empioyee | inc/(Dec} | Total State Employee
Type Premium Share Share Premium Share Share
Deductible 3 Single $789.81 $721.93 $67.98 6.4% $840.65 $762.53 $78.12
Plus Family $1,84841 | $1,568.73 $279.68 5.5% $1,068.06 | $1,664.46 $303.60
lowa Single $782.74 $716.20 366.54 6.5% $833.30 $756.64 $76.66
Select Family $1.83163 { $1,555.31 $276.32 6.5% $1,950.82 ; $1,650.86 $300.16
Blue Single $488.00 $480.40 $7.60 21.3% $582.16 $563.73 $28.42
Access Family $1.141.87 | $1,003.51 $138.36 21.4% $1,386.47 | $1,18919 $187.28
Biue Single $468.40 $465.52 $3.88 21.6% $570.57 $546 47 $24.10
Advantage Family $1,098 41 $968.73 %$129.68 21.6% $1,336.08 | $1,158.86 $177.22
Assumes Participation in Wellness Program Requirements
Wellmark Premium Rates — Executive Branch Non-Contract
{Wellness Incentive Not Inciuded)
2014 Percent 2015
Wellmark | Contract | Total State | Employee | Inc/(Dec) | Total State | Employee
Type Premium Share Share Premium Share Share

Deductible 3 Single $789.81 $631.83 $157.98 6.4% $840.65 $672.53 $168.12
Plus Family $1,84841 | $1476.73 $369.68 6.5% $1,068.06 | $1,574.46 $393 .60
lowa Single $782.74 $626.20 $166.54 6.5% $833.3C $666.64 $166.66
Select Family $1,831.63 | $1,465.31 $366.32 6.5% $1,950.82 | $1,560.66 $380.16
Blue Single $488.00 $390.40 $57.60 21.3% $592.15 $473.73 $118.42
Access Family $1,141.87 $913.51 $228.36 21 4% $1,386.47 | $1,102.18 $277.28
Blue " Single $459.40 $375.52 $93.88 § 21.6% $570.57 $456.47 $114.10
Advantage Family $1,098.41 $878.73 $219.68 21.6% $1,336.08 | $1,068.86 $267.22 1

Does Not Assume Participation in Wellness Program Requirements

Welimark Premium Rates — All Contract Covered Groups Except SPOC

2014 Percent 2015
Wellmark | Confract | Total Siate | Employee | Inc/(Dec} | Total State Employee
Type Premium Share Share Premium Share Share

Program 3 Single $773.54 $773.54 $0.00 6.5% $823.84 $823.84 $0.00
Pius Family $1,810.09 | $1 533.67 $276.42 6.6% $1,928.69 | $1,63437 $294.32
Deductible 3 Single $777.68 $777.68 $0.00 B6.5% $828.08 $828.09 $0.00
Plus Family $1,819.80 | $1,533.66 $286.14 6.5% $1,938.68 | $1,634.36 $304.32
lowa Single $771.07 $771.07 $0.00 6.5% $821.31 $821.31 $0.00
Select Family $1,804.31 | $1,533.67 $270.64 8.6% $1,02278 | $1 63436 $288.42
Blue Single $479.81 $479.81 $6.00 21.4% $582.66 $582.66 $0.00
Access Famity $1.122.73 | $1,122.73 %0.00 21.5% $1,364.27 | $1,364.27 $0.00
Blue Single $461.71 $461.71 $0.00 21.7% $561.67 $561.67 $0.00
Advantage Family $1,080.44 $1,080.44 $£0.00 21.7% $1,316.24 | $1,315.24 $0.00




Wellmark Premium Rates — SPOC

(Wellness Incentive Included)

2014 Percent 2015
Wellmark Contract Total State | Employee | Inc/{Dec} 1 Total State | Employee
Type Premium Share Share Premium Share - Share
Single $378.83 $364.91 $13.72 2.13% $386.70 $368.96 $17.74
Alliance EE+Spouse 775.43 B682.35 93.08 2.13% $791.96 $680.62 $101.34
Select EE+Children 716.75 635.41 81.34 | 2.13% $732.02 | $543.06 $88.96
Family $1,162.02 $891.62 $170.40 2.13% $1,186.78 : $1,004.00 $182.78
Assumes Participation in Wellness Program Requirements
Wellmark Premium Rates — SPOC
(Wellness Incentive Not Included)
. 2014 Percent 2015
Wellmark Contract Total State | Empioyee | Incl(Dec) [ Total State | Employee
Type Premium Share Share Premium Share Share
Single $378.63 $302.81 $75.72 2.13% $386.70 $306.586 $79.74
Alliance EE+Spouse 775.43 620.35 155,08 2.13% $791.96 $628.62 $163.24
Select EE+Children 718.75 573.41 143.34 2.13% $732.02 $581.06 $150.96
Family $1,162.02 $829.62 $232.40 2.13% $1,18B.78 $942 00 $244.78

Does Not Assume Participation in Weliness Program Requirements
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Delta Dental Premium Rates

American Federation of State County and Municipal Employees (AFSCME],
Non-Contract, AFSCME Judicial Empioyees &
Public Professional and Maintenance Employees (PPME)

ACTUAL DENTAL INSURANCE RATES

2014 2015
Delta Total Employee Percent Total Employee
Dental Premium : State Share Share inc/(Dec) Premium | State Share Share
{S) $29.13 $29.13 $0.00 0.00% $29.13 $29.13 $0.00
{F) $78.28 $38.15 $39.14 0.00% $78.28 $39.15 $39.14
United Electrical/lowa United Professionals (UE/IUF)
ACTUAL DENTAL INSURANCE RATES
2014 2015
Delta Total Employee Percent Total Employee
Dental Premium | State Share Share Inc/(Dec) Premium | State Share Share
(S) $2913 $29.13 $0.00 0.00% $29.13 $29.13 $0.00
{F} $78.28 $29.13 $49.16 0.00% $78.29 $29.13 $49.16
State Peace Officers Council (SPOC)
ACTUAL DENTAL INSURANCE RATES
2014 e 2018
Delta Total Employee Percent Total Employee
Dental Premium | State Share Share Inc/(Dec) Premium | State Share Share
(8) $30.59 $30.59 %$0.00 2.81% $31.45 $31.45 $0.00
{F) $76.91 $59.99 $16.92 2.83% $79.09 $61.08 $18.00

Note: The only difference between tables is the collectively bargained State and Employee shares.
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October 8, 2014

STATE OF IOWA
2015 Medical and Dental Plan
Renewal Report

Background

Deloitte Consulting LLP (Deloitte Consulting) has been retained by the State of Iowa
Departrhent of Administrative Services (the Department) to review the appropriateness of
the medical renewal prepared by the State’s current provider. S

The State currently contracts with Wellmark Biue Cross and Blue Shield of lowa
(Wellmark) under a minimum premium arrangement offering five medical plans.

We analyzed the proposed medical renewal rates and all supporting information provided
to determine if the proposed fees and underwriting were appropriate. This report outlines
our approach and observations from our review of the renewals.

prior to the release of this report, a detailed medical renewal analysis report was prepared
for the Department to assist in the renewal discussions with Wellmark.

Deloitte Consulting was not asked to review the dental renewal for 2015 as the required
increase is 0%.

Wellmark Minimum Premium Plans

Wellmark was required to complete a comprehensive data filing as part of the 2015
renewal process. In addition, Welimark provided a detailed renewal calculation and other
requested data submissions. Deloitte Consulting reviewed the following areas to evaluate
the reasonableness of the rate renewal: P

. Observed and projected trend assumptions

« Per employee per month (PEPM) claim levels and costs

.. Administraticn, disease management, and retention fees
« Other adjustment factors

. Overall rating methodology

Historical {observed) per employee claims cost trend for the State program htas been
favorable since rates were set for 2014. Claims experience for the period used in the 2015
projections (June 2013-May 2014) showed a per employee increase near market trend
levels (<5%) compared to the prior twelve month period.



Fixed costs included in the 2015 rate projection were also reasonable compared to the
prior year. Retention included in the projected 2015 rates including administrative fees,
network access fees, margin, etc. is projected to decrease approximately 11% primarily
due to a reduction in the cost to administer the disease management programs.

The initial renewal projection delivered to the State on July 1, 2014, projected a 9.28%
increase for 2015 maximum liability rates. In this initial projection, the overall
underwriting trend factors used took into account Welimark's corporate cost and
utilization trend. The resultant projected annual trend factors of 5.5% medical and 7.5%
-drug are within the acceptable range of what we are seeing in the market, however, they
did not incorporate the State’s observed utilization trend which has been below market
norms. Because of this, we requested Wellmark to revise their projection utilizing the
contractual trend factors which resulted in a required increase in the maximum liability
rates of 7.25% for calendar year 2015 versus the 9.28% increase calculated in the initial
renewal projection.

The contractual methodology for calculating projected trend factors is to utilize Wellmark's
corporate cost trend and the two-year average of the State’s actual observed utilization
trend, which as mentioned above, has been below market norms. Utilizing this method,
the projected trend factors are less than 1% for the non-WHPI (Wellmark Health Plan of
JTowa) plans and close to 5% combined medical/drug for the WHPI plans.

Wellmark indicated that there is adverse selection taking place with the migration of
members to the WHPI plans that have lower rates than the non-WHPI options, The
proportion of total enrollment within the WHPI plans has increased by more than 10%
since 2011 and based on our review of the recent renewal calculations and Welimark
presentations, observed and projected trends in the WHPI plans are at least 3%-4%
greater than trends observed in the non-WHPI plans. This migration impact accounts for
the required renewal increase being above the historical or standard market trend levels.

1t is our understanding the State has elected to apply varying rate increases to the WHPI
and non-WHPI plans to close the premium gap between the two options and better align
plan premiums with underlying benefits. The selected approach applies approximately an
11.2% increase to the maximum liability rates for the WHPI plans while hoiding non-WHPI
maximum- liability rates constant with 2014 rates. The overall aggregate maximum
liability rate increase remains at 7.25% which aligns with Wellmark's final renewal
caiculation. Note the final premium increases will vary due to factors such as terminal
liability rate changes, current surplus/deficit funding level adjustments, and administrative
fee changes.

We believe the approach of varying the rate increase by pian design is a reasonable action
to more ciosely align plan premiums with underlying benefits and to mitigate the impact
of adverse selection due to enrollment migration from non-WHPI to WHPI plans in the
future. We recommend continued monitoring of the benefit and premium relationships
between these plan options for future renewal calculations.



Total Premium Impact

Based on our review of the information provided by the 5tate, we believe the total
premium impact (maximum liability + terminal liability) for the 2015 calendar year would
be approximately 16%.

As a result of the adverse selection impact discussed above, claims experience in 2013
and 2014 has been worse than originally anticipated resulting in a current deficit position
in the maximum lability funding levels. Adjustments to the 2015 total premiums are
incorporated to fund the projected year-end 2014 deficit. In addition, the State of Iowa
will be required to pay certain fees reguired by the Patient Protection and Affordable Care
Act (PPACA) during 2015. These fees have not been included in the maximum liability
rates discussed above; however, they have been incorporated in the estimated total
premium impact.

Please note we did not perform an independent calculation of the required premium
change, rather, we reviewed the Wellmark renewal information (as discussed above) and
included adjustments based on conversations and data provided by the State during the
course of our review. This is an approximation only and will vary by plan design and final
rating decisions by the State.

Summary

To conclude, Deloitte Consulting has reviewed the 2015 State of lowa medical renewal in
detail and believe the proposed ratings and methodologies used are reasonable and
appropriate. We recommend accepting the proposed maximum liability rates. We also
recommend the State continue discussions with Wellmark to revisit 2013-2015 terminal
liability rate assumptions as more data hecomes available to gain a better understanding
of how claim runout may impact future premium levels.

We appreciate the opportunity to perform this analysis for you. If you have guestions or
need support implementing the above recommendations or further renewal analysis
please do not hesitate to contact Pat Pechacek at ppechacek@deloitte.com or (612) 397-
4033, Tim Egan at tiegan@deloitte.com or (612) 397-4463, or Josh Johnson at
jkjohnson@deloitte.com or {612) 659-2782.



2015 Health & Dental Recommendations

DAS-HRE is asking the Insurance Committee to do the following:

A. Approve the health and dental premium rates for Executive Council Review.

B. Approve for Executive Council Review, that non-contract, executive branch, employees
continue to have access to Deductible 3 Plus, lowa Select and the MCO options available
bui with a 20% contribution which can be offset by participation in the Healthy
Opportunities Wellness Program.



Actua!l Life & Long-Term Disability Premium Rates

American Federation of State County and Municipal Employees
(AFSCME), United Electrical/lowa United Professionals (UEAUP),
Non-Contract, Judicial AFSCME,

& Public Professional and Maintenance employees (PPME)

Basic Life Monthly Premium Rates

‘ Percent
Plan Year 2014 Plan Year 2015 Incl{Dec)
- . (20,000) {20,000) :
Under 65 - $20,000 $3.34 $3.34 0.0%
65— 69 - $13,200 $2.20 $2.20 0.0%
70—~ 74 - $8,300 $1.39 $1.39 0.0%
75 & Over - $5,700 $0.96 $0.95 0.0%
State Police Officer’s Council (SPOC)
Basic Life Monthly Premium Rates
Percent
Plan Year 2014 Plan Year 2015 inc/{Dec)
(50,000) (50,000)
Under 65 - $50,000 $8.35 $8.35 0.0%
65 - 69 - $33,000 $5.51 $5.51 0.0%
70 — 74 - $20,750 $3.47 $3.47 0.0%
75 & Over - $14,250 $2.38 $2.38 0.0%
Long-Term Disability (LTD} Premium Rates
Percent
Plan Year 2014 Plan Year 2015 ine/{Dec)
$0.343 per $100 covered $0.343 per $100 covered
monthly compensation monthly compensation 0.0%

Formula for monthly L.TD cost =

Biweekly Salary (to annual maximum of $60,000) X 26 X .00343

12
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2015 Life & Long-Term Disability Recommendations

DAS-HRE is asking the Insurance Committee to do the foliowing:

A. Approve the Life and LTD premium rates for Executive Council Review.

15
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Understanding the 2015 State of lowa Renewal

SURPLUS TO DEFICIT

> As of June 2013, State of lowa had a surplus of $12.7 M.

» Claims paid per member per year started to increase
in August 2013,

> When claims costs exceed the State of iowa's
maximum liability payments, the deficit grows.

¥ The deficit began in October 2013, four months after
2014 rates were finalized,
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Deloitte Consulting LLP
50 South 6th Street
Minneapolis, MN 44402
USA

Tel 612-653-2782
Fax: 612-659.2782
www.deloitte com

Date: September 26, 2014
To: Ed Holland, Risk & Benefits Manager, DAS
From: Josh Johnson, Tim Egan and Pat Pechacek, Deloitte Consulting LLP

susiect:  ANALYSIS OF WELLMARK RENEWAL EFFECTIVE JANUARY 1, 2015~
EXECUTIVE SUMMARY

The foliowing is a summary of the review conducted by Deloifte Consulting LLP (Deloitte
Consulting) of the appropriateness of the medical renewal prepared by Wellmark Blue Cross
and Biue Shield of lowa (Welimark) for the 2015 plan year. For additional information, please
refer to our detaiied memorandum (Deloitte Consutiing - State of towa 2015 Renewal
Anaiysis Memorandum.pdf).

Current State of the Program

The program is currently in a deficit position of approximately $19.5 million as of August
2014. The deficit is primarily attributable to the 2013 experience which was approximately

3 8% worse than the 2013 maximum fabiiity rates, resulting in a $13 miflion deficit during the
first year of the contract. Based on the data available and our high-level review of the deficit

- position of the program, we believe two potentiat causes of the current deficit are as follows:

1. Original trend assumptions: The actual 2013 claims experience was worse than
originaily projected by Welimark. It appears the underlying annual claims trend used
in the projection was understated by approximately 1.3%

2 mmmature claims impact: The impact of the immature first year of claims under the
contract may have been over-estimated by Welimark resuiting in calculated maximum
liability rates which were too low to sufficiently cover paid claims, potentially offset by
conservative terminal liability rates

The calendar year 2013 expenses were projected by Wellmark as a component of their
proposal response to the State of lowa Medical RFP in the summer of 2012. Welimark's
proposed 2013 expenses were developed in a similar manner as past and current renewal
calculations and incorporated an annual claims trend assumption of approximately 4.5%.
Based on our analysis, we believe this annual claims trend assumption was understated by
approximately 1.3%. As a result, the maximum liability was insufficient to account for the
actual paid claims, resulting in a deficit. It appears the worse than anticipated claims
experience and resulting higher claims trends was driven by the adverse selection of
membership migration to the Welimark Heaith Plan of lowa (WHPT) HMO plans.



To: Ed Holland

Subject: 2015 Welimark Renewal Analysis - Executive Summary
Date: Sepember 26, 2044

Page 2

During the course of the State’s review of Wellmark’s response, it was noted that the
underlying trend assumptions used in the 2013 calculation were lower than seen in historical
renewal calculations. For example, the 2012 renewal calculation incorporated approximately
an 8.3% medical/drug trend assumption. It is important to note that Wellmark was incented to
be as aggressive as reasonably possible in making its proposal due to competition from
another vendor. Due to the concern of the low trend, the State requested the vendor finalists
to provide a risk share penaity to provide the State a guarantee if trend assumptions were to
increase or decrease significantly from original estimates. Welimark provided a response o
this request in a letter sent to the State on June 22, 2012 stating that they “...are confident in
the accuracy of our trend assumptions in our proposail” citing that over the past seven years
with the State they have predicted trend with over 98% accuracy. Welimark provided a risk
sharing arrangement to share in costs if actual trends were +/- 3.9% of original estimates.
Rased on our high-level analysis, it does not appear the trend differential in 2013 would meet
this risk sharing threshold.

As we typically would not anticipate experience projections to be off by the magnitude seen
in 2013 for a group of this size, we requested that Welimark provide additional explanation as
to the cause for the deficit. Within their response, Welimark highlights that claim trends in
2013 and 2014 have increased by as much as 2%-3% on average versus prior pericds
driven by plan migration to the WHPI products. They also highlight that the membership
migration fo WHP! products has resulted in less collected premium than originally projected.
The combination of worse trends, lower collected premium, and several large claims
payments has resulted in a premium deficiency.

Based on our review of Wellmark’s response, it does not appear an error was made in their
original 2013 premium calculations. Rather, we believe that they used trend assumptions that
were too aggressive in the original 2013 projections. Given the size of the deficiency in 2013
for a group of this size it calls into question if the underlying trend assumptions were
impacted by the competitive bid environment in 2013. However, as Wellmark highlights, the
adverse selection impact of population shifting toward VWHPI plans was rmuch greater than
seen historically and has only become apparent in more recent claims experience not
availabie at the time of Wellmark's RFP response.

Due to the recent experience Wellmark is now taking a closer look at the adverse selection
impact and incorporating adjustments into the 2015 renewal, We recommend discussing
renewal rating options with Wellmark to help close the premium gap between WHP! and non-
WHPI products to mitigate the adverse selection impact of poputation shifts moving forward.

Another component of the 2013 expense calculation outside of claims is to determine the
impact of the first year of the contract being “immature”, and calculating how the expense
liability should be split between the maximum liability and terminal liability components. The
first year of the contract is immature as the maximum Eability is only covering claims incurred
and paid in the first year, therefore, the first few months of claims experience will have
minimal paid ciaims as it takes an additional month or two of runout for claims to begin to be
fully paid. Therefore, paid claims in the first immature year are typically less than other years
under the contract.



To: £d Holtand

Subjact: 2015 Welimark Renewal Analysis — Executive Summary
Date: Seplember 26, 2014

Page 3 :

Adequate data is not yet available to review the 2013 terminal liability assumptions as claims
runout is included until the end of calendar year 2014. However, we believe Welimark’s
adjustment in the maximum liability rate calculation to account for the immature first year of
claims may have been overstated, resuiting in insufficient maximum liability rates. However,
this should be at least partially offset by conservative 2013 terminal liability rates. If claims
were paid faster than originally anticipated, this will result in more claims being covered by
the maximum liability (potentially causing a deficit) and thus less terminal liability is required
which could eventually help offset the deficit once claims runout is completed. Please note
that in Wellmark's response for additional information regarding the current deficit, they did
not highfight the immature claims impact as a potential cause. However, they indicate that
collected premium was lower than originally anticipated due fo greater than expected
migration into the lower premium WHP! plans. As noted above, it appears the primary cause
of the deficit is the adverse seiection impact of population shifting toward the WHP! plans
which resulted in lower than expected premiums and higher than anticipated claims.

Given Weillmark’s experience with the State of lowa and the minimum premium arrangement
contract, we would not expect there to be a significant variance in the immature claims
impact calculation. Rather, we believe the maximum liabifity deficiency in 2013 fo primarily be
attributable to membership movement to the WHPI plans as noted in Wellmark's response.
However, we recommend requesting additional terminal liability analysis once claims runout
has been completed at the end of 2014 to determine if a portion of the 2013 deficit can be
offset by an overstatement of the terminal fiability. If it is determined the terminai liability was
overstated, the State should discuss options with Welimark to recoup a portion of the
overstated terminal liability amount in order to offset the maximum liability deficit position.

Woellmark Renewal Rate Calculation and Trend Evaluation

Historical (cbserved) per employee claims cost trend for the State program has been
favorable since rates were set for 2014. Claims experience for the period used in the 2015
projections (June 2013-May 2014) showed a per employee increase near market trend levels
(<5%) compared to the prior twelve month period.

Fixed costs included in the 2015 rate projection were also reasonable compared to the prior
year. Retention included in the projected 2015 rates including adminisirative fees, network
access fees, margin, etc. is projected to decrease approximately 11% primarily due to a
reduction in the cost to administer the disease management programs.

The initial renewal projection delivered fo the State on July 1, 2014, projected a 9.28%
increase for 2015 maximum liability rates. In this initial projection, the overall underwriting
trend factors used ook into account Wellmark's corporate cost and utilization trend. The
resultant projected annual trend factors of 5.5% medical and 7.5% drug are within the
acceptable range of what we are seeing in the market, however, they did not incorporate the
State's observed uillization frend which has been below market norms. Because of this, we
requested Weilmark to revise their projection utilizing the contractual trend factors which
resulted in a required increase in the maximum liability rates of 7.26% for calendar year 2015
versus the 9.28% increase calculated in the initial renewal projection.
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The contractual methodology for calculating projected trend factors is to utilize Wellmark's
corporate cost trend and the two-year average of the State’s actuat observed utilization trend,
which as mentionad above, has been below market norms. Utilizing this method, the
projected trend factors are less than 1% for the non-WH#PI plans and ciose to 5% combined
medical/drug for the WHP! plans.

Welimark indicated that there is adverse selection taking place with the migration of
members to the WHP! plans which accounts for the required increase being above the
historical or standard market trend levels.

The 2015 rate projections appear to be reasonable compared to 2014; however, the more
pressing guestion at this time is the deficit that was primarily generated during the 2013 plan
year.

Total Premium impact

Based on our review of the information provided by the State, we believe the total premium
impact (maximum liabfiity + terminal liability) for the 2015 calendar year would be
approximately 15.6%. Refer 1o Appendix 1 of our detailed memorandum for a breakdown of
this estimate. Please note we did not perform an independent calculation of the required
premium change, rather, we reviewed the Welimark renewal information (as discussed
above) and included adjustments based on conversations and data provided by the State
during the course of our review. This is an approximation only and will vary by plan design
and final rating decisions by the State.

Recommendations

Based on discussions with the State, it is our understanding Wellmark is treating the
minimum premium arrangement with the State as a self-funded pian. Upon further
discussion, we understand Wellmark has very fimited risk on any current premium
deficiencies as the State is contractually required fo fund the projected deficiency within the
sermina! liability. Therefore, we do not helieve the risk/contingency margin amounts
incorporated into Wellmark's administrative expenses are necessary. We recommend that
the State discuss this assumption with Welimark fo see if this risk/contingency amount can
be used to help offset a portion of the current deficit. Based on Wellmark's renewal
caiculation, the risk/contingency represents approximately $2.1 million of the projected 2015
maximum liability estimate.

To help combat the impact of adverse selection between the WHP! and non-WHPI plans, we
recommend that the State coordinates with Welimark to incorporate additional rating
adjustments to the WHPI plans to more appropriately align the rating relationships with
underlying risk and plan benefits. This will result in larger premium increases to the WHPI
plans and thus this rating action may need to be performed over multiple years to mitigate
the possibility of large premium fiuctuations across plan designs.

The main consideration is whether the State wants to pay down the full deficit amount during
the 2015 plan year or agree to a two year (or more) contract extension and amortize the
additional required rate increase over a longer period, While paying down the full deficit
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amount in 2015 will resuit in larger premium increases, it will also give the State more
fiexibility moving forward if they would like to revisit the current medical contracts with
Wellmark (e.g., risk sharing airangements, etc.} and the funding mechanisms (fully insured,
self-insured, etc.). In either case, the State shouid discuss opfions with Wellmark fo revisit
the 2013 terminat liability assumptions once additional data is availabie {o see if a portion of
the maximum liability deficit can be offset by potential conservatism in the original terminal
liability estimates.

Going forward, we recommend consideration of a standard self-funded arrangement. This
would simplify the financial arrangement with Wellmark {(or another vendor) without having a
significant impact on projected plan costs going forward. If desired, stop loss insurance could
be used to iimit potential variability from month to month and/or limit some of the liability for
unexpectedly high claim levels. Howaver, a plan of this size would not require stop loss. We
would recommend a similar alternative to incorporate modifications to the contract to allow
for additional risk sharing options between the State and Welimark if resulting experience
varies from original estimates.

We appreciate the opportunity to perform this analysis for you. If you have questions or need
support implementing the above recommendations or further renewal analysis please do not
hesitate to contact Pat Pechacek at ppechacek@deloitte.com or (612) 397-4033, Tim Egan
at tiegan@deioitie.com or (612) 397-4463, or Josh Johnson at jkjohnson@deloitte.com or
(612) 659-2782.
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Date: September 26, 2014
To: Ed Holland, Risk & Benefits Manager, DAS
From: Josh Johnson, Tim Egan and Pat Pechacek, Deloitte Consuiting LLP

subject:  ANALYSIS OF WELLMARK RENEWAL EFFECTIVE JANUARY 1, 2015

Deloitte Consulting LLP (Deioitte Consulting) has been retained by the State of iowa {o
review the appropriateness of the medical renewal prepared by the State’s current provider.
The State coniracts with Wellmark Blue Cross and Blue Shieid of lowa (Wellmark) under a
minimum premium arrangement offering five medical plans.

We analyzed the proposed medical renewal rates and all supporting information provided fo
determine if the proposed fees and underwriting were appropriate. In addition, we reviewed

the underwriting trend factors utilized in the renewal projections, reviewed the calculation of
the deficit position and benchmarked the lowa renewal increase to other states in the region.
The following summarizes the results of our review.

Welimark Renewal Rate Calculation and Trend Evaluation

Wellmark was required to complete a comprehensive data filing as part of the 2014 renewal
process. in addition, Wellmark provided a detailed renewal calculation and other reguested
data submissions. Deloitte Consulting reviewed the following areas to evaluate the
reasonableness of the rate renewai

- Observed and projected {rend assumptions

Per employee per month (PEPM) claim levels and costs
Administration, disease management, and retention fees
Other adjustment factors

Overall rating methodology

e a & @

Claims experience for the period used in the 2015 projections showed a per employee
increase near market trend levels (approximately 5%) compared to the prior tweive month
peried.

Retention included in the projected 2015 rates including administrative fees, network access
fees, margin, etc. is projected to decrease approximately 11% primarily due to a reduction in
the cost to administer the disease management programs.

The initial renewal projection delivered to the State on July 1, 2014, projected a 9.28%
increase for 2015 maximum Hability rates. In this initial projection, the overall undernwriting
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trend factors used took into account Wellmark's corporate cost and utilization trend. The
rasultant projected annual trend faciors of 5.5% medical and 7.5% drug are within the
acceptable range of what we are seeing in the market, however, they didn't incorporaie the
State’s observed utilization trend which has been below market norms. Because of this, we
requested Welimark 1o revise their projection utilizing the contraciual trend factors which
resulted in a required increase in the maximum liabliity rates of 7.26% for calendar year 2015
versus the 8.28% increase calculated in the initial renewal projection.

The contractual methodology for calculating projected trend factors is 1o ufilize Wellmark’'s
corporate cost trend and the two-year average of the Staie’s actual observed utilization trend,
which as mentioned above has been beiow market norms. Utilizing this method, the
projected trend factors are less than 1% for the non-WHPI] (Wellmark Health Pian of lowa)
plans and close to 5% combinad medical/drug for the WHP! plans.

Migration to WHPI

in discussions with Wellmark, they indicated that the required maximum liability rate increase
is higher than historical cost increases and projected underwriting frend as a resuilt of
members migrating to the WHPI plans. Per Wellmark's lead underwriter, “The rating
alignment befween Non-WHPI to Non-WHPI plans as well as WHPI to WHPI plans are near
Wellmark's actuarially-based benefit alignment. However, the spread between the Non-WHPI
and WHPI products are not within our alignment. Specifically, the WHP! plans are currently
under what our actuarial based factors wouid predict for utitization”. Therefore, as members
migrate to the WHP! pians it decreases the total premium generated to a level below the
required total. Another way to describe this scenario is adverse selection. In order to offset
this aggregate reduction in the required premium, the overall rate action must be increased
above standard frend levels. We helieve this is the primary reason that the reguired increase
is 7.25% rather than 5%-6% as market and historical trend levels would suggest.

For further review of this assumption, we summarized the enrollment between WHP! and
non-WHP| plans in the table below. As shown, the percentage of confracts in the WHPI plans
has increased from approximately 57% of total contracts as of May 2011 to approximately
68% of the total contracts as of May 2014, In addition, based on our review of recent
Wellmark renewat calculations, observed and projected trends for the WHPI plans are at
least 3-4% greater than trends in observed in the non-WHPI plans,

We believe the combination of the population shift toward the WHPI plans and the underlying
experience of the WHPI plans support Wellmark's explanation of why the requested 2015
rate action is above market and historical trend levels. However, we requested Wellmark to
provide a detailed impact analysis of the adverse selection and how it is incorporated into the
2015 renewal calculation. In Wellmark’s response, a detailed caicuiation on the premium
impact was not included; however, Weilmark did indicate that the population shifts in 2013
were the first obvious sign of migration/adverse selection occurring between the WHPI and
nan-WHPI products. Wellmark also outlined the trend differentials between the two plans and
how the current rate relationships are not properly aligned with pian design benefits, causing
adverse selection premium impact as members migrate to the WHPI plan.
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Enroliment Breakdown: WHPI vs. Non-WHP! Plans
2011 - 20114
May 2011 May 2012 May 2013 ay 2014

Contracts | % of Total| Contracts | % of Total Contracts| % of Total| Contracts | % of Total
Non-WHP! 15,877 43% 12,673 38% 11,661 35% 10,487 32%
WHPI 21,082 57%| 21,112 82%| 21,766 B5%| 22,285 58%
Total 37,029 33,785 33,427 : 32,772

Sources: Welimark renewal calculation files and monthly enroliment exhibits

In our request to Wellmark, we guestioned why the migration has not been raised as a
significant issue in the rating of the plan in previous years. As noted above, Wellmark
indicated that the first obvious signs of the adverse selection was only recently in the 2013
experience. Welimark indicated that both the migration to WHPI plans and the rating
relationships between WHPI and non-WHP! plans has been discussed with the State during
the 2014 and 2015 renewal discussions.

Further analysis should be performed by Wellmark to adjust rating relationships between the
WHP! and non-WHP! plans to reduce the impact of adverse selection in the future. We
recommend the State consider an explicit adjustment to the rates, particularly the WHPI
plans, to close the premium gap between products to mitigate the premium impact of
continued plan migration. Ultimately, this would result in larger rate increases to the WH#PI
plans than the non-WHP! plans. Keeping in mind the scale of the premium increases for
2015, we recommend the State discuss options with Wellmark to introduce these increases
over a multi-year period.

Benchmarking to Other Stafes

Although we car't divulge specific rate actions at this time, we can say that in general we are
seeing approximate 2016 rate increases in the 5%-8% range from other states in the
Midwest. One state in particular, that has a similar premium arrangement to lowa, has
received a preliminary renewal increase in the 9%-10% range on an annual basis. That said,
jowa’s initial Wellmark renewal of 8.28% is on the higher end of what we are seeing and the
revised increase of 7.25% is near the average.

Current and Projected Deficit

The following chart illustrates the deficit accumuiation from the beginning of the current
contract through August 2014. Because the calculation utilizes claims on a paid basis it is
clear to see that the initial two months are “immature’ which means that the majority of
claims incurred in January and February 2013 are not paid until March 2013 and later (the
immature portion of these claims should approximate the terminat liability). As a result, the
immature claims in the first two months resulted in an initial surplus. As claims reached a
mature level, it became clear that the maximum liability rates during 2013 were set lower
than required to fully cover the liabifity. Therefore, the surpius declined monthly until it
became a deficit beginning in October 2013. With the increase in maximum liability rates
effective in January 2014, the monthly balance evened out, however, the deficit had already
reached $16 million by the end of January 2014. As of July 2014 the deficit had decreased
slightly to $13.6 million, but increased fo $19.5 million by August 2014 primarily due to five- '
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pay claim periods in May and August 20?4. It is important to note that Wellmark was incented
{0 be as aggressive as reasonably possible in making its proposal for 2013 due to
competition from another vendor. :

Deficit Accumulation through August 2014

(1) (3) (4) )

Current Month Monthty Monthly Cumulative
Ciaims Paid Maximum Unrecovered Unrecovered
Network Access Liability Deficit / Deficit /
Fees, And Amount (Surplus) {Surpius)
Admin Fees
Jan-13 $8,616,933 $29,415,150, ($20,798,217) ($20,788,217)
Feb-13 $26,128,677 $29,272,844 ($3,144,166) ($23,842,384)
Mar-13 $32,845,488 $29,220,426 $3,625,0607 ($20,317,324)
Apr-13 $29,032,476 $29,177,748 $754,729 {$19,562,595)
May-13 $35,612,899 $26,122,645 $6,480,2564 ($13,072,341)
Jun-13 $20,440,143 $29,076,424 $363,719 ($12,708,622)
Jul-13 $30,155,875 $20,026,115 21,128,761 ($11,578,8681)
Aug-13 $36,398,548 $28,977,733 - §$7,420,816 ($4,158,045)
Sep-13 $31,282,487 $28,805,6%4 $2,376,793 {$1,781,252)
Oct-13 $30,933,609 $28,819,800 $2,113,808 $332,557
Now13 $38,950,698 $28,026,740 $10,023,959 $10,356,516
Dec-13 $31,899,141 $28,851,083 $2,948,058 $13,304,673
Jan-14 $36,266,748 $32,831,181 $3,435,567 $16,740,140
Feb-14 $32,160,218 $32,641,912 ($481,693) $16,258,448
Mar-14 $30,790,546 $32,695,046 {$1,804,500) $14,353,048
Apr-14 $31,722,721 $32,655,085 (5932,364) $13,421,584
May-14 $36,200,114 $32,624,252 $3,5675,862 $16,997,446
Jun-14 $30,504,544 $32,576,809 ($2,072,265) $14,925,182
Jul-14 $31,119,116 $32,430,499 ($1,311,383) $13,613,798
Aug-14 $38,188,989 $32,337,110 $5,851,878 $19,465,677

Source: Wellmark Exhibit 1- TERM OF AGREEMENT MAXIMUM LIABILITY SCHEDULE {Aug. 2014)

If we assume that claims for September, October and December 2014 equal the average of
the low months in 2014 (four-pay claim period) and that November equals that average of the
high months (five-pay claim period) and that the monthly maximum liability amount remains
constant from August, we estimate that the deficit could increase to over $20 million by year-
end 2014,
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Estimate of Deficit Accumulation through December 2014
(N @) (4) &)
Current Month Monthiy Monthly Cumuiative
Claims Paid Maximum Unrecovered Unrecovered
Network Access Liability Deficit / Deficit /
Fees, And Armount {Surplus) (Surplus}
Admin Fees
Sep-14 $31,258,429 $32,337,110 ($1,077,6817) $18,387,996
Oct-14 $31,259,429 $32,337,110 ($1,077,881) $17,310,315
Now14 $36,885,284 $32,337,110 $4,548,173 $21,858,488
Dec-14 $31,250,425 $32,337,110 ($1,077,681} $20,780,807

If claims in calendar year 2015 come in at the level of the initial Wellmark renewal (9.28%
increase) and the State elects to increase maximum liability rates at the same level, the
deficit by the end of calendar ysar 2015 would hypothetically remain constant at the year-end
2014 level. However, if claims run at the 9.28% increase level and maximum Hability is
increased at the revised renewal level utilizing State specific trend (7.25%), the deficit could
continue to increase to $28 million or more by December 2015 as shown in the table below.

Estimate of Deficit Accumulation through December 2015

{1 () 4 (5)
Current Month Monthly . Monthly Cumulative
Claims Paid Maximum Unrecovered Unrecovered
Network Access Lizbility Deficit / Deficit /
Fesas, And Amount (Surplus} (Surplus)
Admin Fees
9.28% Increase  7.25% Increase
Aug-14 $38,188,989 $32,337,110 $5,851,878 $19,465,677
Sep-14 $31,259,429 $32,337,110 ($1,077,681) $18,387,9986
Oct-14 $31,259,429 $32,337,110 {$1,077,881) $17.310,315
Now14 $36,885,284 $32,337,110 $4,548,173 $21,858,488
Dec-14 $31,259,429 $32,337,110 ($1,077,68%) $20,780,807
Jan-15 $35,650,440 $34,990,253 $660,188 $21,440,995
Feb-15 $35,650,440 $34,990,253 $660,188 $22,101,183
Mar-15 $35,650,440 $34,9890,253 $660,188 $22,761,371
Apr-15 $35,650,440 $34,990,253 $660,188 $23,421,559
May-15 $35,650,440 $34,8980,253 $660,188 $24,081,747
Jun-15 $35,650,440 $34,890,253 $660,188 324,741,935
Jul-15 $35,650,440 $34,990,253 $660,188 $25,402,123
Aug-15 $35,650,440 $34,990,253 $660,188 $26,062,311
Sep-15 $35,650,440 $34,990,253 $660,188 $26,722,499
Cct-15 $35,650,440 $34,990,253 $660,188 $27,382,686
Now-15 $35,850,440 $34,990,253 $660,188 $28,042,874
Dec-15 $35,650,440 $34,990,253 $660,188 $28,703,062

Assumplions: 9,28% Increase fo claims/fees (1), 7.25% increase to maximum liability (3}, stable enrollment from August

2014 through December 2015
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Deficit Analysis

We requested that Welimark provide an explanation as fo the cause for the deficit and we
have summarized their response in our commentary below. Based on the data available o
Deloitte Consulting, we believe that the deficit position of the program is primarily attributable
to the 2013 experience which came in approximately 3.8% greater than the maximum labiiity
rates during that year, resulfing in a $13 million deficit alone in the first year of the contract.
With a group this size a reasonable expectation is to be able o project future claims
experience within +/- 2%, therefore, we have analyzed the results to understand why the
premium deficit is this large so early in the new coniract.

Based on our high-ievel review of the deficit position of the program, we believe two potential
causes of the current deficit are outlined below.

1. Original trend assumptions: The actual 2013 claims experience was worse than
originally projected by Wellmark as a result of original trend assumptions being
understated

2. Immature claims impact: The impact of the immature first year of claims under the
contract may have been over-estimated by Welimark resulting in caiculated maximum
liability rates which were too low to sufficiently cover paid claims, potentially offset by
conservative terminal liability rates

Original Trend Assumptions

The calendar year 2013 expenses were projected by Wellmark as a component of their
proposal response to the State of lowa Medical RFP in the summer of 2012. Wellmark’s
proposed 2013 expenses were developed in a similar manner as past and current renewal
calculations, by trending forward actual paid claims experience using State of lowa observed
trends and Wellmark corporate projected trend assumptions and incorporating administrative
cost estimates. The resulting total projected expenses for 2013 were approximately $20
million fess than the projected 2012 expenses driven by lower claims trend assumptions and
decreased administrative expenses.

The calendar year 2013 claims were projected by trending forward February 2011 — January
2012 paid claims, using a blended medical/drug trend assumption of approximately 4.5% (23
months of trend from midpoint of experience period to projection period). The following table
summarizes the projected 2013 expenses (without terminal fiability) from Wellmark's original
RFP response vs. the actual 2013 paid claims experience.
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Calendar Year 2013 Experience

We limark Projected vs. Actual
‘ Actual’ Projected”
Total Annual Paid Expenses’ $362,196,875] $364,479,096
Total Annual Maximum Liability | $348,892,402 $364,479,595

Total Deficit $13,304,573 $0
Avg, Confracts 33,330 34,400
Expense PEPM $908 $883
Maximum Liability PEPM $872 $883
Deficit PEPM $33 30
Deficit % 3.8% 0.0%

1. From monthly Wellmark claims and enroliment exhibits
5 From Exhibit B-1 of Attachment 8.1 of Wellmark RFP response
3. Includes claims, admin, and network access fees, excludes ferminal liability

As shown above, the actual average 2013 expense PEPM of $906 was approximately 2.6%
greater than Wellmark’s original projected PEPM of $883. Based on this data, it appears the
origina! annual trend assumption of 4.5% was underestimated by approximately 1.3%
annually (1.3% = 2.6% ~ [12/23]). In other words, it appears that a majority of the 2013 deficit
ia due to insufficient trend assumptions (off by approximately 1.3% annually) used in
Wellmark’s original 2013 premium calculations. As a result, the projected maximum lability
was insufficient to account for the actual paid claims, resulting in a deficit. As noted below, it
appears the worse than anticipated claims experience and resulting higher claim trends was
“driven by the adverse selection of migration to the WHPI plans.

During the course of the State’s review of Wellmark’s response, it was noted that the
underlying frend assumptions used in the 2013 calcutation were lower than seen in historical
renewal calculations. For example, the 2012 renewal calculation incorporated approximately
an 8.3% medical/drug trend assumption. ftis important to note that Welimark was incented to
be as aggressive as reasonably possible in making its proposal due to competition from
another vendor. Due to this concern of the low frend, the State requested the vendor finalists
to provide a risk share penalty to provide the State a guarantee if trend assumptions were o
increase or decrease significantly from original estimates. Wellmark provided a response to
this request in a letter sent {o the State on June 22, 2012 stating that they *...are confident in
the accuracy of our trend assumptions in our proposal” citing that over the past seven years
with the State they have predicted trend with over 98% accuracy. Wellmark provided a risk
sharing arrangement to share in costs if actual trends were +- 3.9% of original estimates.
Based on our high-level analysis, it does not appear the trend differential in 2013, estimated
to be approximately 2.6% in aggregate, would meet this risk sharing threshold.

We requested that Wellmark provide additional explanation as to the cause for the deficit.
Within their response, Welimark highlights that claim trends in 2013 and 2014 have
increased by as much as 2%-3% on average versus prior periods driven by plan migration to
the WHPI products. They also highfight that the mermbership migration to WHPI products has
resulted in less collected premium than originally projecied. The combination of worse trends,
lower collected premium, and several large claims payments has resulted in a premium
deficiency.
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Based on our review of Welimark's response, it does not appear an error was made in their
original 2013 premium calculations. Rather, we believe that they used trend assumptions that
were too aggressive in the original 2013 projections. Typically we would not anticipate
experience projections fo be off by the magnitude seen in 2013 for a group of this size which
may call into question if the underlying trend assumptions were impacted by the competitive
bid environment in 2013, However, as Wellmark highlights, the adverse selection impact of
population shifting toward WHP! plans was much greater than seen historically and has only
become apparent in more recent claims experience not avaiiable at the time of Welimark's
RFP response.

As noted above, due to the recent experience Wellmark is now taking a closer look at the
adverse selection impact and incorporating adjustments into the 2015 renewal. We
recommend the State discuss renewal rating options with Welimark to heip close the
premium gap betweeri WHP! and non-WHPI products to mitigate the adverse selection '
impact of population shifts moving forward.

Immature Claims Impact

Another component of the 2013 expense calculation outside of claims is to determine the
impact of the first year of the contract being immature, and calcufating how the expense
liability should be split between the maximum fiability and terminal liability components. As
shown in the table above, the actual 2013 maximum liability PEPM of $872 was
approximately 1.2% less than the original projected maximum liability. In other words,
coliected premium was approximately 1.2% less than originally projected. The combination of
the lower collected maximum liability premium and higher claims expenses has caused the
3.8% maximum liability deficit in 2013.

Adequate data is not yet available to review the 2013 terminai liability assumptions as claims
runout is included until the end of calendar year 2014. However, we believe Wellmark's
adjustment in the maximum liability rate calculation to account for the immature first year of
claims may have been overstated, resuiting in insufficient maximum liability rates. However,
this should be at least partiaily offset by conservative 2013 terminal liability rates. Please
note that in Wellmark’s response for additional information regarding the current deficit, they
did not hightight the immature claims impact as a potential cause. However, they indicate that
collected premium was lower than originally anticipated due to greater than expected
migration into the lower premium WHP! plans. As noted above, it appears the primary cause
of the deficit is the adverse selection impact of population shifting toward the WHP! plans
which resulied in fower than expected premiums and higher than anticipated claims.

Given Wellmark’s experience with the State of lowa and the minimum premium arrangement
contract, we would not expect there to be a significant variance in the immature claims
impact caiculation. Rather, we believe the maximum liability deficiency in 2013 to primarily be
attributable to membership movement to the WHPI plans as noted in Wellmark's response.
However, we recommend the State request additional terminal liability analysis once claims
runout has been completed at the end of 2014 to determine if a portion of the 2013 deficit
can be offset by an overstatement of the {erminal liability. If it is determined the terminal
liability was overstated, the State should discuss options with Wellmark to recoup a portion of
the overstated terminal liability amount in order to offset the maximum labfiity deficit position.
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Total Premium impact

Based on our review of the information provided by the State, we believe the total premium
impact (maximum liability + serminal kiability) for the 2015 calendar year would be
approximately 15.6%. Refer to Appendix 1 for a detailed breakdown of ihis estimate. Please
note we did not perform an independent caiculation of the required premium change, rather,
we reviewed the Welimark renewal information (as discussed above) and included
adjustments based on conversations and data provided by the State during the course of our
review. This is an approximation only and will vary by plan design and final rating decisions
by the State.

Recommendations

Based on discussions with the State, it is our understanding Wellmark is treating the
minimum premium arrangement with the State as a self-funded plan. Upon further
discussion, we understand Wellmark has very limited risk on any current premium
deficiencies as the State is contractually required to fund the projected deficiency within the
terminal liability. Therefore, we do not believe the risk/contingency margin amounts
incorporated into Wellmark’s administrative expenses are necessary. We recommend that
the State discuss this assumption with Wellmark to see if this risk/contingency amount can
be used to help offset a portion of the current deficit. Based on Wellmark's renewal
calculation, the risk/contingency represents approximately $2.1 million of the projected 2015
maximum liability estimate.

To help combat the impact of adverse selection between the WHP| and non-WHP1 pians, we
recommend that the State coordinates with Wellmark to incorporate additionai rating
adjustments to the WHPI plans to more appropriately align the rating refationships with
underlying risk and plan benefits. This will result in larger premium increases to the WHPI
plans and thus this rating action may need to be performed over muitiple years to mitigate
the possibility of large premium fluciuations across plan designs.

The main consideration is whether the State wants to pay down the full deficit amount during
the 2015 plan year or agree fo a two year {or more} contract extension and amortize the
additional required rate increase over a longer period. While paying down the full deficit
amount in 2015 will result in larger premium increases, it will also give the State more
flexibility moving forward if they wouid like to revisit the current medical contracts with
Wellmark (e.g., risk sharing arrangements, etc.) and the funding mechanisms (fully insured,
self-insured, etc.). In either case, the State should discuss options with Wellmark o revisit
the 2013 terminal kability assumptions once additional data is available to see if a portion of
the maximum kability deficit can be offset by potential conservatism in the original terminal
liability estimates.

Going forward, we recommend consideration of a standard self-funded arrangement. This
would simplify the financial arrangernent with Wellmark (or another vendor) without having a
significant impact on projected plan costs going forward. If desired, stop loss insurance could
be used to limit potential variability from month to month and/or limit some of the liability for
unexpectedly high claim levels. However, a plan of this size would not require stop loss. We
would recommend a simiiar alternative to incorporate modifications to the contract to allow
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for additional risk sharing options between the State and Wellmark if resuiting experience
varies from original estimates.

We appreciate the opportunity to perform this analysis for you. If you have questions or need
support implementing the above recommendations or further renewal analysis please do not
hesitate fo contact Pat Pechacek at ppechacek@deloitte.com or (612) 387-4033, Tim Egan
at tiegan@deloitte.com or (612) 397-4463, or Josh Johnson at jkjohnson@deloitte.com or
(612) 659-2782. '
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Double % Total
Single Family Spouse  Combined Enroliment

Manaped Care

Blue Access 2,817 11,553 310 14,680 58.3%

Blue Advantage _ 433 2,882 58 3,373 - 13.4%
Total Managed Care’ *© 3,250 © 14,435 368 18,053 C7LT7%
indemnity

Program 3 Plus 2,113 1,054 345 3,512 13.9%

Deductible 3 Plus 224 233 24 481 1.9%
PPO

lowa Select 1,589 1,394 167 3,150 12.5%
Total indemnity & PPO 3,926 2,681 535 7,143 - 28.3%
Total Health 7,176 17,116 04 25,196 100.0%
Total Dental 9,278 15,377 664 25,319

Double % Total
Single Family Spouse Combined Enrollment
Managed Care :
' Biue Access 2,806 11,531 220 14,557 57.5%
Blue Advantage 448 2,975 50 3,473 13.7%
Total Managed Caré 3,254 14,506 270 18,030 71.2%
Indemnity '
Program 3 Plus 2,238 1,083 261 3,592 14.2%
Deductible 3 Plus 240 224 i6 480 1.9%
PPO
lowa Select 1,631 1,419 156 7 3,206 12.7%
Total indemnity & PPO 4,109 2,736 433 7,278 . 28.8%
Total Health 7,363 17,242 703 25,308 100.0%
Total Dental 9,389 15,500 554 25,483

Single

Managed Care

Blue Access 11

Blue Advantage -15
Total Managed Care -4
Indemnity

Program 3 Plus -125

Deductible 3 Plus -16
PPO

lowa Select -42
Total indemnity & PPO -18%
Total Health -187
Total Dental -111

Doukle

SRV

% Gain/Loss

Family Spouse  Combined Per Plan
22 a0 123 0.8%
-93 8 -1¢0 -2.9%
-71 88 23 0.1%
-39 34 -80 -2.2%
9 8 1 0.2%
-25 11 -56 -1.7%
-55 103 ~135% -1.9%
~126 201 ~112 -0.4%
-123 70 -164 -0.6%




Managed Care
Blue Access
Blue Advantage

Total Managed Care

Indemnity
Program 3 Plus
Deductible 3 Plus
PPO
~ lowa Select
Total Indemnity & PPO
Total Health
Total Dental

Managed Care

Blue Access

Blue Advantage
Total Managed Care
indemnity

Program 3 Plus

Deductible 3 Plus
PPO

lowa Select

Total Health
Total Dental

Managed Care

Blue Access

Blue Advantage
Total Managed Care
Indemnity

Program 3 Plus

Deductible 3 Plus
PPO

lowa Select
Total Indemnity & PPO
Total Health
Total Dental

Total iIndemnity & PPO '

Single

1,154
i64

318

1,123

623
1,746
3,064
3,988

Double

Family Spouse Combined
5,885 169 7,208
1245 24 143
7430 0 193 8,641
639 223 1,985
603 100 1,326
1,242 ‘323 3,311
8,372 516 11,952
7,542 412 11,942

5,848
1,266

7,114

664

620
1,284
8,398
7,629

Spouse Combined
g7 7,074
20 1,458
117 8532
i57 2,031
0 0
78 1,341
235 - 3,372 .
352 11,904
261 11,969

% Unit
Enroliment

50.3%
12.0%
72.3%

16.6%
11.1%

27.7%
100.0%

% Unit
Enroliment

58.4%
12.2%
T7L.7%

17.3%

11.3%
28.3%
100.0%

Double
Family  Spouse Combined Per Plan
37 72 134 1.9%
-21 4 -25 -1.7%
16 76 109 1.3%
25 66 -46 -2.3%
G 0 0
-7 22 -15 -1.1%
-42 88 -6l -1.8%
-26 164 48 0.4%
~-87 151 27 -0.2%




Double % Linit
Single Eamily Spouse Combined Enroliment

Managed Care

Biue Access - total 4£06 1,351 25 1,782 61.3%
Biue Access - wellness 329 1,182 20 1,541
Blue Access - non-wellness 77 159 5 241
Blue Advantage - total 61 299 8 368 12.7%
Blue Advantage - wellness 46 262 2 310
Blue Advantage - non-wellness i5 37 6 58
Total Managed Care o0 i AGT L ABS0 T i3 T2 a50 0 v 73.9%
Indemnity
Program 3 Plus
Deductibie 3 Plus - total 124 125 10 259 8.9%
Deductible 3 Plus - wellness 107 167 9 223
Deductible 3 Plus - non-wellness 17 18 1 36
PPQO
lowa Select 184 307 8 489 17.2%
Jowa Select - wellness’ 151 255° 7 413
" Jowa Select - non-wellness 33 - 52 1 86 _
Total Indemnity & PPO ~ S 308 o432 g U7E8 1 26.1%
Total Health 175 2,082 51 2,908 100.0%
Total Health Opt-out 78
Totai Dental 1,042 2,089 83 3,214

Double % Unit
Single Fami Spouse  Combined Enrolment

Managed Care

8iye Access 434 1,441 24 1,89% 62.2%

Blue Advantage 57 323 5 385 12.6%
Total Managed Care 491 1766 29 - 2,284 . 7A8%
Indemnity

Program 3 Plus ,

Deductible 3 Plus 133 113 4 250 8.2%
PPO

lowa Select 193 314 11 5iB 17.0%
Total Indemnity & PPO 326 427 15 768 25.2%
Total Health 817 2,191 a4 3,052 100.0%
Total Dental 1,031 2,093 73 3,197

Single Family Spouse  Combined Per Plan

ianaged Care

Blue Access -28 -90 1 -117 -6.2%

Blue Advantage 4 -24 3 ~17 -4.4%
Total Managed Care -24 -114 4 -134 -5.9%
Indemnity

Program 3 Plus

Deductible 3 Plus -9 12 6 I 3.6%
PPO

lowa Select -9 -7 -3 -19 -3.7%
Total Indemnity & PPO -18 5 3 -10 -1.3%
Total Health -42 -109 7 -144 -4.7%

Total Dental 11 -4 10 17 0.5%




Double % Unit
Single Family Spouse Combined Enroliment

Managed Cate

Biue Access 193 1,097 26 1,316 57.6%

Blue Advantage 43 44l 5 480 21.4%
Total Managed Care EER R RS - R P - N 3. UAB06 T 79.0%
indemnity

Program 3 Plus

Deductible 3 Plus 85 94 12 191 8.4%
PPO

lowa Select 179 91 19 289 12.6%
Total Indemnity & PPO 264 185 31 480 21.0%
Total Health - 500 1,724 62 2,286  100.0%
Total Dental 748 1,484 39 2,271

% Unit
Single family Spouse Combined Enroliment

Managed Care

Blue Access 196 1,079 23 1,298 56.3%

Blue Advantage 44 461 5 510 22.1%
Total Managed Care 240 1,540 28 1,808 78.4%
indemnity

Program 3 Plus 0 0 0 C

Deductibie 3 Plus a5 97 11 203 8.8%
PPO

lowa Select 184 86 24 204 12.8%
Total Indemnity & PPO 279 183 35 497 21.6%
Total Health 519 1,723 63 2,305 100.0%
Total Dental 758 1,491 48 2,297

Managed Care

Blue Access

Blue Advantage
Total Managed Care
Indemnity

Program 3 Plus

Deductible 3 Plus
PPO

lowa Select
Total indemnity & PPO
Total Health
Total Dental

Single Family .

-3 i

-1 -19

-4 -1

0 0

-18 -3

-5 5

~15 2

-19 i

-10 -7

Double

% Gain/Loss

Spouse  Combined Per Plan

3 18 1.4%
0 -20 -3.8%
3 -2 -0.1%
0 0

1 =12 -5.9%
-5 -5 -1.7%
-4 -17 -3.4%
-3 -19 -0.8%
-9 -26 -1.1%




Single

Managed Care ‘

Biue Access 72

Blue Advantage 11
_'_{fﬁ_'é:'aiili\héhagéd Care .~ T3
Indemnity

Program 3 Plus 73

Deductible 3 Plus
PPO

lows Select 62
Total ihdemnity & PPO ;' 135
Total Health 218
Total Dental 278

Double

% Unit

Family Spouse Combined Enroliment

415 13 500 53.6%

sy 9.3%

490 oA U587 N '62.9%

106 g 188 20.2%

96 0 158 16.9%

- 202 e 346 37.1%

692 22 933 100.0%
642 24 945

Double % Unit
Single Family Spouse Combined Enroliment

Managed Care

Blue Access 73 402 11 486 51.5%

Blue Advantage i1 79 1 83 9.7%
Total Managed Care © g4 481 12 577 61.2%
indemnity

Program 3 Pius 79 109 8 196 20.8%

Deductible 3 Pius 0 0 ¥ 0
PPO

lowa Select 69 94 7 i70 18.0%
Total indemnity & PPO 148 203 15 366 38.8%
Total Health 232 684 27 243 100.0%
Total Dental 281 662 23 8966

% Gain/Lass

28 ik £t

Single Family Spouse  Combined Per Plan

Managed Care

Blue Access ~1 i3 2 14 2.9%

Biue Advantage 0 -4 0 -4 -4.4%
Total Managed Care -1 9 2 10 1.7%
Indemnity

Program 3 Plus -6 -3 1 -8 -4.1%

Deductible 3 Plus 0 0 0 o]
PPC

jowa Select -7 2 -7 -12 -7.1%
Total Indemnity & PPO -13 -1 -6 -20 -5.5%
Total Health -14 8 -4 -10 -1.1%
Total Dental -2 -20 i ~21 -2.2%

* Includes the Supreme Court Commission



Managed Care

Blue Access

Blue Advantage
Total Managed Care
indemnity

Program 3 Plus

Deductible 3 Plus
PPO

lowa Select
Total lﬁdemnify & PPO
Total Health
Total Dental

Single

73

gy

64

47
111
192
254

Double % Unit
EFamily Spouse Combined Enrollment
325 6 404 59.9%
68 1 77 11.4%
393 - CH 481 71.3%
35 4 103 15.3%
43 1 91 13.5%
78 5 194 28.7%
471 12 675 . 100.0%
412 G 672 ‘

Managed Care
Blue Access

Biue Advantage
Total Managed Care
Indemnity

Program 3 Plus

Deductible 3 Plus
PPO

jowa Select
Total Indemnity & PPO
Total Health
Total Dental

Double % Unit
Single Family Spouse  Combined Enrollment
70 321 4 385 58.8%
8 6% 1 78 11._6%
78 390 5 473 70.4%
87 36 1 104 15.5%
8] 0 0 0
50 44 1 95 14.1%
117 80 "2 159 29.6%
195 470 7 672 100.0%
250 416 23 689

WVianaged Care

Blue Access

Blue Advaniage
Total Managed Care
indemnity

Program 3 Plus

Deductible 3 Plus
PPO

 lowa Select

Total iIndemnity & PPO
Total Health
Total Dental

% GainfLos

Double
Single Family Spouse  Combined Per Plan
3 4 2 9 2.3%
0 -1 ] -1 -1.3%
3 3 2 8 1.7%
-3 -1 3 -1 -1.0%
5] 0 0 0
-3 -1 0 -4 -4.2%
-b -2 3 -5 -2.5%
-3 1 5 3 0.4%
4 - -17 -17 -2.5%




Bouble

Single Family Spouse Combined

Managed Care

Biue Access 3 40 1 44

Blue Advantage 2 19 22
Total Managed Care g gy 2 66
indemnity

Program 3 Plus 8 3 0 11

Deductibie 3 Plus
PPO

fowa Select 10 5 0 15
Total Indemnity & PPO 18 8 0 26
Total Health 23 67 2 92
Total Dental 39 51 2 92

% Unit
Enroliment

47.8%
23.9%
7L7%

12.0%
16.3%

28.3%
- 100.0%

Double % Unit
Single Family Spouse  Combined Enroliment

Managed Care ‘

Blue Access 5 40 i 46 50.0%

Blue Advantage 2 18 1 21 22.8%
Total Managed Care 7 58 2 67 72.8%
Indemnity

Program 3 Plus 8 3 0 il 12.0%

Deductible 3 Plus 0 0 0 0
PPO

lowa Select 10 4 0 14 15.2%
Total Indemnity & PPO 18 7 0 25 27.2%
Total Health 25 65 2 92 100.0%
Total Dental 39 51 2 92

Double

% Gain/lLoss

Single Family Spouse  Combined Per Plan

Managed Care

Blue Access -2 0 -2 -4.3%

Biue Advantage 0 1 0 1 4£.8%
Total Managed Care -2 0 -1 -1.5%
Indemnity

Program 3 Pius 0 0 0 0 0.0%

Deductible 3 Plus 0 0 G g
PPO

lowa Seject O 1 0 1 7.1%
Total indemnity & PPO G 1 0 1 4.0%
Total Health -2 2 0 o 0.0%
Total Denial 0 0 0 0 0.0%




Double % Unit
Single Family spouse  Combined Enroliment

Mianaged Care

Biue Access 33 137 5 175 57.2%

Biue Advantage 3 14 1 i8 5.9%
Total Managed Care =~~~ 367 . S L REEEIEE ae3 e 63.1%
tndemnity

Program 3 Plus 0.0%

Deductible 3 Plus 15 14 2 31 10.1%
PPO

jowa Select 42 37 3 82 26.8%
Total Indemnity & PPO 57 51 5 113 35.9%
Total Health g3 202 i1 306 “100.0%
Total Dental 120 183 8 311 o

Managed Care

Blue Access

Blue Advantage
Total Managed Care
Indemnity

Program 3 Pius
Deductible 3 Plus
PPO

jowa Select
Total Indemnity & PPO
Total Health

Total Dental

4 Double % Unit
Single Family Spouse  Combined Enrollment
323 128 2 164 56.7%
3 14 1 i8 6.2%
36 143 3 182 63.0%
0 0 0 0 0.0%
12 14 i 27 9.3%
42 37 1 84 29.1%
54 51 2 111 38.4%
90 194 5 289 100.0%
91 141 3 235

Wianaged Care
Biue Access
Blue Advantage
Total Managed Care
indemnity
Program 3 Plus
Deductible 3 Plus
pPPO
towa Select
Total indemnity & PPO
Tota! Health
Total Dental

Single

o O

w

29

Bouble

5

% Gain/Loss

5 ST

spouse  Combined Per Plan
8 3 il 6.7%
0 0 0 0.0%
8 3 11 6.0%
o 0 0.0%
0 4 14.8%
0] 2 2 2.4%
0 E 6 5.4%
8 5] 17 5.9%
42 5 76 32.3%




Managed Care

Blue Access

_ Blue Advantage
Total Managed Care
Indemni‘t\j

Program 3 Plus
Deductible 3 Plus
PPO

lowa Select
Total Indemnity & PPO
Total Health

Total Dental

Double % Unit
Single Family Spouse Combined Enroliment
883 2,303 65 3,251 53.8%
141 720 17 878 14.5%
1,024 3,023 824,429 i 68.3%
845 271 109 1,225 20.3%
447 2_3.2 36 680 _11.4%
1,287 483 145 1,915 31.7%
2,311 3,506 . 227 6,044 100.0%
2,308 2,974 a0 5,872

vianaged Care

Blue Access

~ Blue Advantage

Total Managed Care
indemnity

Program 3 Plus

Deductible 3 Plus
PPO

iowa Select
Total Indemnity & PPO
Totai Health
Total Dental

Double 9 Uinit
Single Family Spouse  Combined Enroliment
866 2,271 58 2,195 52.8%
151 745 16 o912 15.1%
1,017 3,016 74 4,107 67.9%
874 281 95 1,250 20.7%
0 g 0 0 0.0%
440 22_0 34 694 1_1‘5%
1,314 501 - 125 1,944 ©32.1%
2,331 3,517 203 6,051 100.0%
2,860 3,017 161 6,038

Managed Care

Blue Access

Biue Advantage
Total Managed Care
Indemmity

Program 3 Plus

Deductible 3 Plus
PPO

fowa Seiect
Total Indemnity & PPO
Total Health
Total Dental

% Gain/Loss

Double
Family Spouse  Combined Per Plan

32 7 56 1.8%
-25 1 -34 -3.7%
7 8 22 0.5%
-10 14 -25 -2.0%

0 0 0
-8 2 & -0.6%
-18 16 -29 -1.5%
-11 24 -7 -0.1%
-43 -71 -166 -2.7%




Alliance Select - wellness
Alliance Select - non-weliness
Total Health
Total Health Opt-out
Total Dental

E+

EE +

Single Spouse  Children Enrollment

105 43

6 2
111 45
111

% Unit

96.4%
3.6%
100.0%

PPO
Alfiance Select - weliness
‘ Alliance Select - non-weliness
Total Health
Total Dental

EE +

EE +

Single Spouse  Children Enroliment

% Unit

PPO
Alliance Select - wellness
Alliance Select - non-wellness
Total Health
Total Dental

EE + EE +

Single Spouse  Children

% Gain/Loss

Per Plan




State of lowa Healthy Opportunities

Reporting Period: October 2013 — December 2013




introduction

tn 2013, Executive Branch non-contract Staie of jowa employees, as well as those covered by the
State Police Officers’ Council (SPOC) bargaining unit, were offered the opporiunity fo participate in
the Healthy Opporiunities Wellness Program. Wellness-eligible employees wighing to participate in
the program were required to complete a biometric screening and an online health assessment.
Some employees were also required (o participate in telephonic health coaching with a health coach
from WebMD.

The foliowing Executive Summary was prepared by Welimark, the State's weliness services vendor.
The data presented is based on information derived from the aggregate report on the entire
participating population. In the first year of the Healthy Opportunities Wellness Program, the State
of lowa recognized an overall participation rate of 91.5%. Future programming efforts will be
tailored to address the top overall risks for the participating population, These risk areas are:

1. Body Mass Index/Weight
2. Nufrition
3. Blood Pressure

The report that foliows covers these topic areas!

Preparation for Success

Eligible Popuiation

Focus on Engagement

Healthy Opportunities Program Participation

State of lowa Program Cutcomes
Recommendations for Addressing Top Overall Risks
Annual Planning/Next Steps

¢ @ @ e ¢ € o

Questions pertaining to the information contained in this report can be directed 10
healthy.opportunities @iowa.gov.

Wellimark Blue Cross and Blue Shield




2013 Healthy Opportunities Wellness Program
Executive Summary

Preparation for Success

The State of lowa is committed to healthier employees, which can result in improved productivity,
reduced absentesism and reduced health care costs among other things. Over the last year, the
Heaithy Opportunities Wellness Program has made big strides on the pathway to developing a
straiegic weliness program. Key milestones include:

»  Applying for the Weliness Councit of America Well Workplace Award and achieving
silver designation as a Well Workplace

s Hiring of a Weliness Specialist to manage the Healthy Opportunities Program

» Request for Proposal for a wellness vendor to provide services for the Healthy
Opporiunities Weliness Program, with Welimark’s Weliness Center powered by WebMD
being the chosen solution

«  Implementation and taunch of Health Screenings, a Health Assessment, and
Telephonic Health Coaching for executive branch non-contract and SPOC employees.

Eligible Population

it was determined that the eligible population for the first year of the Healthy Opportunities Program
would include the executive branch non-contract employees and State Police Officers Councll
(SPOC), making the eligible population a total of 3,699 employees. The Executive branch non-
contract employees’ demographic breakdown was 50% male and 50% female with a more mature
population (51% over the age of 50). The SPOC officer population is 94% male and 6% female with
only 14% over the age of 50. This gender and age difference will have an impact on results
reporfed,

Focus on Engagement

Communications and financial incentives are key elements of a successful, integrated health and
wellness management program. The 2013 Healthy Opportunities Weliness Program incented
participation through 2014 premium reductions for completion of a health screening and health
assessment. Multiple modes of communication were leveraged including in-person presentations,
webinars, intranet communications, e-mail, targeted Welimark Wellness Center messages, and
postcards. Touch poinis are demonstrated below:

o Hosted numercus seminars about the Healthy Opportunities Weliness Program
»  Presented 4 webcasls
o Distributed 12 e-mail messages about the Healthy Opportunities Weliness Program
e Mailed 3,771 reminder postcards
» A dynamic wellness program webpage was maintained specific to the Healthy Opportunities
Wellness Program '
Healthy Opportunities Program Participation

welimark Blue Cross and Blue Shield




in September 2013, the Healthy Opportunities Wetiness Program kicked off with biometric heaith
screenings, oniine wellness iools and a health assessment, as well as telephonic health coaching.

Biometric Health Screenings

The Healthy Opportunities Wellness Program set out to offer flexibility in biometric health screening
options. Empioyees could choose from onsite testing offered in 30 locations throughout the stafs,
home test kits, or physician provided screenings/fax form. Some SPOC employees were allowed to
utilize iab work from their annual physical fitness testing and have it uploaded directly into the online
Health Assessment. Biometric health screening parﬂcipa’tion was above industry average with 3623
out of the eligible 3698 employees (or 98%) completing one of the biometric screening options.
The breakdown of participants using each screening method is below:

400 448 | 2187

Health Assessment (Welimark Wellness Assessment)

The Wellmark Weliness Assessment is an advanced health profiling/heaith assessment tool that
scores an individual's health status, calculates risk levels, and provides recommendations for health
improvement and hehavior change. individual users receive a summary report highlighting high risk
areas immediately upon completion. Participation in 2013 far exceedad industry averages with

a1 5% of the 3699 eligible users (3,386 employees) taking a Health Assessment. Achieving 80%
participation provides population representative data for effective future program planning.

~ Executive branch non- S o .
otraet employees 3121 2842 1% 2831 91%
SPOC officers 578 585 06% 555 99%
 Overall Participation | . 3699. T BR97 | o 92% Rt o i:io3 R G ‘91.5%

Overall 2013 Program Participation

To successfully complete the 2013 Healthy Lifestyles Program employees were asked to complete
both a biometric health screening and, complete a health assesement, Of the 3689 employees that
were eligible, 3385 (or 91 5%} met this requirement and were rewarded with a premium discount.

Wellmark Blue Cross and Blue Shield




Telephonic Health Coaching

Upon completion of the Health Assessment, participants identified to be high risk, immediately
receive a message alerting them that they are eligible for telephonic heaith coaching. This allows
thern to schedule their health coaching session online and receive their first coaching call as soon
as 48 hours. '

Approximately 26% of those that participated in the program were identified as high risk and eligible
for coaching; this is slightly beiow the WebMD book of business at 30%. The chart below shows the
breakdown of elfigible employees that stratified into high risk telephonic coaching.

Executive branch

honh-contract 804 28% 607 75%
employees

SPGC officers 82 15% 72 88%
S overall o BB U 8% T eTe L 7%

tn addition o the coaching notification received upon completion of the heaith assessment,
employees have also received a targeted message through the Wellness Center and a lstter
delivered to the home notifying them of their participation reguirement.

State of lowa Program Qufcomes

Weliness Assessment responses and heaith screening results {biometrics} are compiled o provide
an overview of the population health of participating users. Upon completion of the wellness
assessment, each employee received a summary report, which outlines risk areas and provides
suggestions for improvement, if applicable., The State also recelves an aggregate report which is
used to determine what programs and resources should be leveraged to address the top risk areas.
in summary, the highlights from the aggregate data are below.

Modifiable Risks

Modifiable risk faciors are things that can be controlled, treated or modified to prevent future health
risks and disease. There are a total of 13 modifiable risks measured through the Weliness
Assessment including: poor diet, poor physical activity, high weight, high stress, poor emationai
health, high biood sugar, high cholesterol, high blood pressure, drug use, alcohol use, tobacco use,
poor safety, poor prevention. Executive branch non-contract users have an average modifiabie
risk count of 3.4, while SPOC officer users have an average modifiable risk count of 3.3.

Top Overall Risks

The top three health risks of all lifestyle behaviors, biometric, and self-reported conditions identified
irt the 2013 Healthy Opportunities Wellness Program, consistent with other lowa employers, were:

1. Body Mass index/Weight
2. Blood Pressure
3. Mutrition
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Top Lifestyle Behavior Risks

The decisions made everyday can impact a person’s health risks. Lifestyle behaviors such as
tobacco use, weight, physical activity, stress and nutrition have been found fo have a significant
impact on overall health disease risk. Below is a summary of lifestyle behaviors that are most
prevalent in the executive branch non-contract and SPOC pariicipants. ‘
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1. Body Mass Index (BMI}/Weight is the leading lifestyle behavior risk in the popuiation with
70% of executive branch non-contract users and 81% of SPOC users having a BMI 2 25.
Elevated BMI leads to increased risk of chronic conditions. BMI can be modified through
increased physicai activity and a reduction in caioric intake.

2 BT% of users and 57% of SPOC users have nutrition risk (do not meet the # of daily
servings for more than 2 of 5 nutrition guidelines). The top nuirition opportunity lies in
increased consumption of fruits and vegetables and reduced consumption of high-fat foods.

3. 48% of executive branch non-contract users and 30% of SPOC users have stress risk (a
iife event score = 50 or a satisfaction score 2 30. Overall the majority of employees are
satisfied with their jobs and their lives in general, however job siress is a risk factor for over
50% of executive branch non-contract & SPOC supervisors. Job stress was & Concern for
36% of SPOC cfficers.

4 33% of executive branch non-contract users and 19% of SPOC users have physical
activity risk (>90 minutes of exercise per week). The American College of Sports Medicine
recommends a minimum of 30 minutes of physical activity most days of the week.

Top Biometric Risks

Biometric risk is identified through health screening tests inciuding: total cholesterot, high density
Jipoprotein (MDL), low density lipoprotein (LDL), TC/HDL ratio, triglycerides, glucose, and blood
pressure. Height, weight, and body mass index (BMI) were self-reporied. Biometric resulis were
obtained by State of lowa sponsored health screenings and uploaded into the Wellness
Assessment for data aggregation. Below is a snapshot of participants’ overall health based on
hiometric health screening tests only (should not pe construed as diagnostic).
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1. The top biometric risk is blood pressure, with 85% of executive branch non-contract
users and 45% of SPOC users with a sysfolic blood pressure 2 120 or & diastolic blood
pressure = 80. Blood pressure can be kept in check by maintaining a healthy weight;
getting physical activity, eating a consistently healthy diet with limited sodium, low fat, and
increased intake of fruits and vegetabies; tobacco cessation; and siress management

5. 29% of executive branch non-contract users and 26% of SPOC users have elevated
cholesterof levels (LDL 2 130 or HDL £ 80 or Tota Cholesterol z 200). Cholesterol jevels
can be improved through reduced intake of saturated fats; reduced consumption of high
cholesterol foods such as egg yolks, meats and cheeses; increased fiber intake {whole
grains and fruit/vegetable) and increased physical activity.

3. 16% of executive branch non-contract users and 7% of SPOC users have elevated blood
sugar (= 100). Improved nutrition is the best way io reduce blood sugar,

Top Self-Reported Condition Risks

The cost associated with chronic disease is one of the largest drivers of annual healthcare
expenditures. By offering inferventions that aim to reduce the precursors to chronic disease, your
organization can heip keep disease rates low in the future. Below are the top self-reported
diagnoses for conditions in your population:

Executive Branch Mon-Coniract
1. Allergies is the leading self-reported condition, impacting 28% of users
2. ienopause impacts 13% of all users
3. Depression impacts 11% of users

SPOC Cfficers
1. Allergies is the leading self-reported condition, impacting 25% of users
2. Chronic back pain/Sciatica impact 5%
3. Acid Reflux {GERD) impacts 5%
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Readiness to Change

It is important to evaluate not only health risks, but readiness to make changes to idgentified health
risks. If the population’s readiness to change targeted risky behaviors is high, promotion of topic
appropriate weliness programs and resources will have the potential o have greatest impact on
behavior change. When looking at the top overall identified risks and the population readiness to
change, you find the following:

s Body Mass Index/Weight
o Within the next month to six months of taking the health assessment 43% of
sxecutive branch non-contract and 28% of SPOC participants were fooking to
manage their weight better .
+ Blood Pressure
o Within the next month to six months of taking the health assessment 23% of
executive branch non-contract and 18% of SPOC participants were locking to
controi their blood pressure
o  Nutrifion
o Within the next month to six months of taking the health assessment 38% of
executive branch non-contract and 31% of SPOC participants were looking to
improve their diet
e Stress
o Within the next month to six months of taking the health assessment 27% of
executive branch non-contract and 18% of SPOC participants were looking to start
a stress reduction program
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Recommendations for Addressing Top Overall Risks
« Focus on Blood Pressure

o Consider creating a map of all existing blood pressure machines and hoiding a
promotional campaign to increase utiization of existing blood pressure machines.

o Consider parinering with county health departments to provide blood pressure
checks across Siate work locations.

o Consider DASH (Dietary Approaches to Siop Hypertension) diet education. The
DASH diet emphasizes fruits, vegetables, whoie grains, low-fat dairy products,
pouliry, fish and nuts.

o Target message through Wellmark Weliness Center {o those with high biood
pressure (and possibly other select conditions) notifying of Betier Choices, Betier
Health classes.

e  Focus on Weight Management

o Re-promote the NEMS-V vending labeling in bul dings where EDF’H has evaluated
the vending and partnered to provide heslthier choices.

o Engage Weliness Champions in doing Walkability Assessments and mapping 1-
mile walking ioops at their respective worksites. Leverage an online mapping site
such as MapMyRun to share mapped walking routes with the Weilness Coordinator
for posting on the Healthy Opportunities website.

o Create or promote an existing healthy eating on the run phone application or
booklet to encourage healthy food choices at the point of need. This will be
pariicularly heipful during the workday for SPOC and DOT folks who work remotely.

o Establish and promote a Maintain Don't Gain challenge around the holidays where
employees weigh-in pre- and post-program with Wellness Champions or Personnel
Assistants,

o <Consider integrating wellness challenges inio the Healthy Opportunities program as
incentivized program oplions. This may include Live Healthy lowa, as an example,
hut with promotion and tracking linked to the Welimark Weliness Center powered by
WebMD. Other opticns might include a hydration or fruit/vegetable challenge.

» Focus on Stress Management as a means of impacting both blood pressure and weight
managament

o Consider resiliency training or other trainings provided through your Employee
Assistance Program to help employees adapt {o and bounce back from chalienges
and adversity.

o identify ways for employees to connect with a personal passion which may include
promotion of volunteer cpportunities for employees to connect within their
communities.

e Further integrate welliness into the cultures at State worksites

o Eguip departiment directors with the Healthy Cpportunities vision and program
outcomes, and request sharing of this information with their employees.

o Continue to grow the Wellness Champion network in order to have representation
in all Siate worksites.

o Consider hoiding Weliness Champions accountable for promoting one wellness
program and implementing one wellness policy in the next calendar year. Provide
options driven through the Wellness Steering Committee and require Wellness
Champions to each submit their goal worksheet and goal evaluation annually.
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¢ Consider use of the Wellness Council of America’s webinars for Wellness
Champion training.

o Review worksite policies around specifically tobacco use and fiexible scheduling to
ask the question, do these policies support empioyees in making healthy choices
and managing their stress.

o Consider surveying key stakeholders to the wellness program for program feedback.
This might include the Department of Management, agency directors, parsonnel
assistants and weliness champions.

Annual Planning/Next Steps

As the first active campaign for the Healthy Opportunitieé Wellness Program concludes, the
following activity is planned fo prepare for a successful future.

®

2013 Program Lessons Learned Session occurred on January 14

o Lessons learned in 2013 program will be used to make improvements fo program
logistics for 2014 and bayond.

2013 Wellness Screening and Wellness Assessment Aggregate Results were reviewed
on January 22 :

o Data from the 2013 program will be considered for both short-term and iong-term
Healthy Opportunities program planning and goal setting.

2014 Planning Meeting will occurred on January 30
Healthy Opportunities Annual Wellness Scorecard Development
Create an annual plan to address risk areas as identified in WebMD aggregate reporis

Continue to offer newsletter articles and webinars to all state employees on relevant
tapics

Continue to promote Live Healthy lowa challenges

Make improvements to 2014 program requirements implementation timeline to enhance
employee experience in the program, such as allowing more time for employees fo visi
their own physician, more time for processing of lab work, and providing additional
information on health coaching and related requirements
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