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Preview For the third year, Aon Hewitt has partnered with the National Business Group on Health (The 
Business Group) and The Futures Company to conduct The Consumer Health Mindset study. This study 
explores perspectives, attitudes and behaviors that employees and dependents hold toward health 
and health care as they interact with their employer-sponsored health plans and wellness programs. 


Our learnings in this report will help you better unpack the hearts and minds of health care 
consumers across the U.S. We look at their unique health attitudes, motivators and daily barriers 
regarding the most common and emerging employer health and wellness strategies. We then 
provide practical actions you can take to unleash the consumer health mindset. 
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Throughout this report, we refer to all survey respondents as “consumers” and distinguish between employees or dependents where 
appropriate. The numbers on the charts may not add up to 100% because of rounding or multiple options available to the consumers.
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Unpack the Experience.


Unleash the Possibilities.
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Make it easier for consumers 
to make more positive choices 


to improve their health and 
reduce their stress.


Strengthen your culture of 
health so your consumers 


experience their progress as 
part of something bigger.


Offer consumers programs 
and incentives that are 


personally relevant  
and meaningful.


Show consumers how to 
translate their health plan  


cost knowledge into  
real-life consumer behaviors.


Use an array of high-tech 
and high-touch 


communication channels.


Consumer Health Mindset Overview
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Unpack the Experience. 
Unleash the Possibilities. 


Every day we each take steps along our personal wellness journey. Those steps impact our personal 
lives, families and work. Sometimes we step forward. Other times, we step backwards or sideways, 
right? The wellness journey also impacts businesses because they are comprised of individuals on 
their unique journeys. Why is it important to take a closer look at the mindset of health consumers? 


■■ Companies foot the bill for unhealthy employees. Health care insurance and claims costs 
continue to rise at unaffordable rates. Meanwhile, organizations have exhausted most, if not all, 
of the foundational strategies designed to minimize cost increases while staying competitive in 
the marketplace for talent.


■■ Health sets the pace for performance. The real price employers pay for health goes well 
beyond direct health care costs. A workforce in better health performs at higher levels because 
employees miss fewer days from work, are more productive when they are there, and enjoy 
stronger levels of engagement. 


■■ How consumers “walk the talk” plays a huge role in better outcomes. Research shows 
that there are eight human behaviors, all of which can be modified, that lead to 15 chronic 
conditions that, in turn, account for 80% of all health care costs.* 


Bottom line: Better behaviors. Better health. Better outcomes. 
 
This report unpacks consumers’ perspectives in five critical areas that you may have responsibility for 
as a business professional working in the area of health. First, we look at consumers’ view of their own 
personal health, since it is the filter through which they make decisions about what you offer them. 
Then we look at the impact of the environment they work in through workplace wellness as well as 
the wellness programs and health plans they are offered. Finally, we get their take on a wide range 
of communication channels. 
 
You’ll learn about what jazzes, sidetracks and concerns consumers in today’s fast and furious health 
care world. You’ll also glean practical ideas to help you unleash your best possibilities for reaching 
and motivating your consumers most effectively. 


*2010 World Economic Forum
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Your Report Road Map


This study also investigates consumers’ unique motivators and 
barriers to health engagement based on The Future Company’s 
LIVING Well® attitudinal segmentation approach. It measures 
behavioral and attitudinal differences using these six unique 
profile groups. 


Demographic 
Differences 


Employer 
Differences 


Leading The Way 
Health-focused  


Holistic 
Proactive


I Need A Plan
Advice-seeking 


Risk-averse 
Coaching-dependent


In It For Fun
Goal-oriented 


Fitness-focused 
Social


Not Right Now
Time-pressed  


Healthy enough  
Family-centric


Value Independence
Skeptical 


Do-it-yourself 
Self-reliant


Get Through The Day
Health-challenged 


Overwhelmed 
Stressed


LIVING Well Insights LIVING Well


Year-Over-Year


This report includes charts that reflect the primary insights from the survey. In addition, we 
highlight areas of notable differences in these areas.


Year
Year


The Futures Company and Aon Hewitt partner with organizations to conduct segmentation analyses 
of their employees and dependents age 18+ to determine their unique segmentation mix. The result? 
Valuable insights that guide plan, program and marketing design fine-tuned to your audience. 







Personal Health
Make it easier for 


consumers to make 
more positive choices to 


improve their health and 
reduce their stress. 


Reinforce Small, Positive Choices 
Give consumers opportunities in their daily work lives to make small, positive health choices and 
increase their self-awareness in ways that don’t take a lot of time or money. For example, start a 
campaign to promote drinking water and show them what the recommended daily intake looks 
like. Create a picture-based “eat this, not that” campaign. Sponsor on-site cooking classes that 
teach healthy cooking in right-sized portions.


Also consider adding visual cues to the physical environment. Color-code cafeteria food by 
whether it’s a good, mediocre or bad health choice. Display employees’ kids’ artwork in the 
stairwells so people take the stairs more often. Put a sticker on vending machines with the fact that 
you need to walk the length of a football field to burn off one (yes, one!) M&M.® 


Admit to Stress and Provide Help 
Ask leaders to acknowledge that stress is real, prevalent, often caused by work, and can have 
negative effects. Knowing the company is aware and cares helps consumers know they’re not 
alone and have the company’s overall support. 


Then, recommend practical steps to reduce and manage stress at work and home. Stress 
management and financial wellness programs and tools may work well with your population. Invite 
family members to participate, too. Anything from yoga classes to flexible work arrangements can 
be effective.


Encourage Consumers to Have a Doctor 
Advice from doctors has the most influence on the health and wellness actions consumers take. 
Promote web tools that help consumers choose a primary doctor and schedule annual preventive 
exams. Show them new ways they can connect with their doctors—often through email and phone 
calls—even without an in-person visit. Consider also creating a regular “practical tips from doctors” 
feature on your health website. 


Unpack the Experience. Unleash the Possibilities.


Consumers’ Advice for Employers 


“Really care about the employees’ 
health instead of just trying to get 


them to participate in a program.”


“Show more personalized respect  
instead of just seeing everyone 
and everything as a number.”
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Poor 1% 


Very good 47% 


Good 32% 


Fair 8% 


Excellent 13% 


Report “excellent” but are
overweight or obese**


Report “healthy”* but are
overweight or obese**


Total reporting as “healthy”*


2012 2013


92% 


53% 


59% 


33% 


37% 


87% 


Personal Health “I’m not always honest with myself about how healthy I am.”


Consumers are confident in their health status with 
92% saying their health is at least good—up slightly 
from 87% last year.


Consumers continue to be overly optimistic about their 
health and do not necessarily consider their weight 
when assessing their overall health. About three-fifths 
(59%) of those reporting being in at least good health 
are actually overweight or obese, up from 53%.


How Accurately I Self-Report My Health Status


How I Rate My Overall Health


60%
Those enrolled in a high deductible health plan 
(HDHP) are more likely to rate their health as 
very good or excellent (65%) versus 60% for 
all consumers. 


 * Rated health as good, very good or excellent
 ** Based on self-reported height and weight
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Having good doctors


Having enough money to pay for
all the care I need to stay healthy


Having good genes


Having a positive attitude


Living and/or working in a
healthy environment


Getting regular preventive care 


Making smart health
choices in my daily life


85% 
83% 


79% 


68% 
58% 


59% 


40% 


40% 
42% 


23% 


43% 


41% 


34% 


38% 
32% 


22% 
21% 


26% 


27% 


18% 
21% 


2011 2012 2013


Personal Health “I know I play a big part in my own health.”


Actions That Lead to Good Health  (rank 1, 2 or 3)


Consumers continue to acknowledge that what they 
do matters most in how healthy they are. Making 
smart choices every day and getting regular 
preventive care are the biggest contributing factors. 
However, the percentage agreeing has declined over 
the last two years. 


About two-fifths continue to believe that living and/or 
working in a healthy environment and having a 
positive attitude lead to good health, with positive 
attitude up significantly from two years ago. 


Having enough money has risen in rank somewhat 
from the past years’ surveys, perhaps in response to 
the greater media attention on health costs due to 
health care reform.
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Personal Health “I have a lot of control over my own health.”


Level of Control I Have Over My Health*


59% 


61% 


63% 


22% 


22% 


20% 


19% 


17% 


17% 


6, 5, 4, 3, 2, 1 or 0


7


10, 9 or 8


2011 2012 2013


Consumers in attitudinal segments that most strongly believe they have control over their health (Leading the Way and In It For Fun) are more likely to view their 
overall happiness as closely tied to how healthy they are: 


Leading the Way 59%          In It For Fun 57%          Value Independence 26%          I Need a Plan 38%          Not Right Now 39%          Get Through The Day 33%            


63% rate their level of control over their health at least 
an 8 out of 10. This number has steadily risen over the 
last two years.


Though overall levels of control have risen, there is a 
sizable group of consumers whose perceived level of 
control is relatively low. This perception may get in 
the way of them taking steps to improve their health.


Employees in strong cultures of health are 
more likely to say they have control over their 
health (75% rating control at least an 8 out 
of 10 versus 63% for all consumers).


LIVING Well


*Based on 0 to 10 scale where 0 = No control over my health and 10 = Complete control over my health
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51% 
63% 


34% 
38% 


40% 
36% 


30% 
35% 


19% 
25% 


24% 
18% 


17% 
23% 


18% 


14% 


15% 
18% 


16% 
12% 


13% 
10% Lack of access to


providers for treatment


Access to doctor


Don’t know enough


Not knowing what
preventative care to get


Too much health information


Lack of cost information


Confusing coverage


Unwillingness to sacrifice


Work environment


A�ordability


Lack of time


2012 2013


Personal Health


Obstacles That Keep Me From Getting and Staying Healthy* (rank 1, 2 or 3)


When it comes to making choices that help them get 
and stay healthy, 85% of consumers say at least one 
obstacle gets in the way. Among those consumers, 
lack of time and affordability are the hurdles they cite 
most often. 


Consumers mention lack of time and unwillingness 
to sacrifice less often as obstacles than last year, but 
they mention nearly all other obstacles more often.


Consumers are justified in being concerned about 
the affordability of health care. Over the last 
decade, employees’ share of health care costs—
including employee payroll contributions and 
out-of-pocket costs—will have increased 125% from 
$2,011 in 2004 to $4,542 in 2013.  
Aon Hewitt Health Value Initiative database representing  
1,200 health plans


Employees in weak cultures of health are more 
likely to cite work environment (53%) and 
affordability (44%) as obstacles.


*Among consumers who report they have obstacles


“Hurdles like lack of time and affordability take me off track.”
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2011 (where available) 2012 2013


46% 
44% 


37% 
34% 


46% 
47% 


37% 
40% 


31% 
32% 


29% 
30% 
34% 


32% 


34% 


23% 
29% 


27% 
27% 


27% 
26% 


18% 


19% 
25% 
26% 


22% 
9% 


21% 
21% 


23% 


Other significant life event


Family changes


Personal health condition


Personal/family commitments


Family member(s)’ health condition


Personal relationships


Influence/control over
how I do my work


Work relationships


Work schedule


Work changes


Financial situation


Personal Health


Sources of My Stress (percentage citing each as significant or moderate source)


Half of consumers continue to report feeling high stress on a regular basis. One-third of consumers (33%) report that 
their stress has increased over the past year—similar to 2012 (34%), but down from nearly half (47%) in 2011.


While finances and work sources have stayed about the 
same, personal/family commitments, personal 
health conditions and family changes have all 
become stressors for more consumers over the last 
couple of years.


Not surprisingly, work has a lot to do with the top 
stressors—from consumers’ financial situation to factors 
directly related to work.


“Many aspects of my life are stressing me out.”
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37% 


54% 


9% 


None


Positive*


Negative*


Personal Work


None


Positive*


Negative*
32% 


31% 


41% 


39% 


27% 


31% 


To cope with stress, most consumers watch TV (29%), listen to music (25%), exercise more (25%), read (21%) or 
sleep more (19%)—most of which are sedentary activities.


Personal Health “Stress may affect me positively or negatively, and I cope with it in 
mostly sedentary ways.”


*Significant or moderate


About one-third of consumers report that their stress 
level positively impacts their personal and/or work 
life, while another one-third say it has a negative 
impact. The significant change from last year is that 
the third on the negative side is about double the 
percentage from last year. 


While most consumers report that their employer does 
not view stress as impacting their work quality, about 
one-third say the employer views it as having a 
negative impact and only 9% as a positive.


Impact of Stress on Activities and/or Relationships Related to…


How I Believe My Employer Sees  Stress 
Impacting My Work Quality


Females are more likely to view stress related 
to work as negative (35%).


Employees in weak cultures of health are more 
likely to say stress has a negative impact on 
work activities versus those in strong health 
cultures (49% versus 25%).
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Research studies conducted by health companies


Health information from government agencies


Health information from the employer


Advice from pharmacist(s)


Health information from local hospitals


Health-related media programming


Health information from my health insurer 


Research studies conducted by doctors or scientists 


General health websites
(e.g., WebMD®, Mayo Clinic®)


Advice from friends or family


My own view of how I feel


Advice from doctor(s)


2012 2013


63% 


14% 


8% 
12% 


8% 
12% 


5% 
12% 


6% 
10% 


65% 


26% 


65% 
57% 


31% 


30% 


13% 
22% 


20% 


19% 
12% 


11% 
16% 


7% 


Personal Health “My health is most influenced by people—including myself.” 


Only 12% of consumers see health information from 
the employer as significantly influencing their actions, 
but this number is up 50% from last year (8%).


The sources most influential on personal health and 
wellness continue to be doctors and consumers’ own 
views, though both are down somewhat from last 
year. Beyond those two primary influences, nearly 
every other source has grown over last year.


Has the Most Influence on Health and Wellness Actions I Might Take  (rank 1, 2 or 3)


Those over age 40 are more likely to cite 
advice from their doctor as influential 
compared to younger consumers (68% versus 
54%). Younger consumers are more likely to 
cite friends and family compared to older 
consumers (39% versus 27%), reinforcing the 
importance of social circle influence for 
younger consumers. 


Females are more likely to cite their own view 
of their health as influential compared to 
males (62% versus 50%).







Workplace Wellness
Strengthen your culture 


of health so your 
consumers experience 


their progress as part of 
something bigger.


Unpack the Experience. Unleash the Possibilities.


Consumers’ Advice for Employers 


“Encourage a positive work environment. 
People who are happy at work are 


much more likely to be healthy.”


“Promote healthy behavior in my 
direct work location—for example, 
provide flexibility in eating options 


and allow me to take care of 
health matters during the day.”


Align Health Culture with Business Goals
Strong cultures of health foster better health behaviors. Strengthen your health culture by making 
health improvement a priority in your business and cascading that priority into your business plans. 
Then think through a day in the life of your employees and identify and remove barriers to good 
health choices and habits. 


At the same time, lead from the top and bottom. Avoid what consumers see as the number one 
characteristic of a weak health culture—leaders who do not actively encourage employee health or 
serve as role models. At the same time, find and celebrate employee role models and put them in 
a position to help others.


Recognize Effort
Getting and staying healthy is hard work. Find ways to acknowledge progress—not just results. 
Celebrate employees who have made significant health strides in a town hall meeting or with a 
personal letter from the CEO. Also encourage employees at all levels to support each other’s 
everyday health victories.


Train Managers
Train managers to support workplace wellness each day. Show them how they can give their 
employees reasonable flexibility to participate in health activities and encourage positive health 
behaviors throughout the workday. 


To respect personal privacy, make sure managers understand privacy guidelines and know to 
suggest specific goals or programs only if the employee asks.
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86% 


77% 


61% 


59% 
Are one of the reasons I stay at my job


(among employees)


Are one of the reasons my spouse/domestic
partner/parent stays at his/her job


(among dependents)


Help me get or stay healthy


Are a good business investment


77% 
Make the company more attractive


to potential employees


75% Make me feel better about the company


Workplace Wellness “There is value for me and the employer in having strong 
workplace wellness.”
Health and Wellness Programs Offered by the Employer… (slightly agree, agree or strongly agree)


Consumers believe workplace wellness programs have 
many advantages—starting with being a good 
business investment for the employer.


Hispanic and African-American respondents 
are more likely to view programs as improving 
the company’s reputation as well as 
improving health.


Union employees are more likely to view 
programs offered as a reason to stay, making 
the company more attractive to potential 
employees and helping to improve health.
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Not even a consideration for my employer My employer does everything it can to 
support a healthy environment


0–3


Scale 0–10


4–7 8–10


19% 47% 34% 


About one-fifth of 
employees say their 
employer does not 
encourage healthy 
behaviors at all.


There’s plenty of room for improving the work environment. 
While about one-third of employees say their employer is 
definitely hitting the mark, about half put their employer 
somewhere in the middle.


Workplace Wellness “My employer encourages healthy behaviors, at least to some extent.”


How Much My Employer Encourages Healthy Behaviors*


*Question consumers answered: “To what degree does your employer encourage health behaviors through programs or overall work environment 
(e.g., wellness activities, available food choices, support from management for health-related activities during work hours)?”


Employees working in health care/social 
assistance companies are more likely to view 
their workplace as supportive (44% rated 8 or 
above) as do employees over age 60 (39%) 
and African-American employees (42%).
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Workplace Wellness “When it comes to a healthy environment, some employers are getting it right.”


Relative to other activities, consumers are slightly more likely to view their employers as actively encouraging healthy 
activities during the workday and considering actions that improve employee health. But consumers are more likely 
to say employers do not recognize health achievements, do not take employee health into account when making 
business decisions, and offer few healthy choices in cafes or vending machines. Measuring across these eight 
dimensions of a health-related culture, one-quarter of employees characterize their workplace as having a strong 
culture of health, while another one-quarter describe their workplace as having a weak culture of health. Most 
employees describe their employer as somewhere in the middle–doing some things well and others not so well.*


18% 21% 30% 31% 


26% 24% 26% 24% 


26% 26% 22% 


33% 22% 25% 20% 


35% 21% 22% 22% 


33% 24% 22% 22% 


26% 


22% 27% 23% 28% 


28% 19% 24% 29% 


Encouragement


Priority


Leadership


Work
Environment


Sharing 


Employer o�ers few healthy choices


Weak culture Strong culture


Health achievements not recognized,
rewarded or celebrated


Employer does not take employee
health into account


Employees not encouraged to share
health-related e�orts with others


Employer makes it di�cult for
me to get or stay healthy


Employer only does what will save money


Leaders do not actively encourage employee 
health or serve as role models for health


Employees discouraged from incorporating 
healthy activities into workday


Business
Decisions


Recognition


Cafeterias
and Vending


Health Culture


Employer o�ers many healthy choices


Health achievements often recognized,
rewarded or celebrated


Employee health is an important input 
for employers


Employees encouraged to share health-related
e�orts with others


Employer makes it easy for me
to get or stay healthy


Employer seriously considers all actions
that improve employee health


Leaders are health advocates and role
models for health


Employees actively encouraged to incorporate 
healthy activities during workday


Weak Strong
Health Culture


24% 51% 25% 


*On scale from 0 to 40 (8 questions across a 6-point scale), 0–12 is considered weak health culture (mostly left-side characteristics), 13–25 is 
moderate health culture, and 26-40 is strong health culture (mostly right-side characteristics).
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Are overweight or obese


Are satisfied with health plan***


Rank “health information from
employer” as influential**


Rate health as very good or excellent


Never participate in wellness activities*


Exercise at least three days a week


Had an annual physical in last year


Activity


Outcome


Total Employees Strong Health Culture Weak Health Culture


72% 


6% 


98% 
76% 


62% 
61% 


67% 


66% 


62% 


64% 


55% 


49% 


6–11% 
12–22% 


61% 


9–15% 


51% 
69% 


90% 


13% 
19% 


Workplace Wellness “In a strong culture of health, I am more likely to do what’s good for me.”


Program Participation and Overall Health


 * Response varies by program
 ** Ranked as one of top three most influential
 *** Completely satisfied, satisfied or slightly satisfied


The investment in a strong culture of health appears to 
pay dividends in healthy behaviors and health-related 
outcomes. Employees in these cultures are more likely 
to do the right things for their health. 


Employees in companies with weak health cultures are 
more likely to be overweight or obese.
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Workplace Wellness “Everything influences my view of a health-related culture, but some 
things matter more than others.”


Characteristic Weak Characteristic


Impact Rank in Driving Overall 
Perception of…


Strong CharacteristicWeak Culture Strong Culture


Priority Employer only does what will save money 4 1 Employer seriously considers all actions that 
improve employee health


Encouragement Employees discouraged from incorporating 
healthy activities into workday


8 2 Employees actively encouraged to incorporate 
healthy activities during workday


Leadership Leaders do not actively encourage employee 
health or serve as role models for health


1 3 Leaders are health advocates and role models 
for health


Recognition Health achievements not recognized, rewarded 
or celebrated


2 4 Health achievements often recognized, 
rewarded or celebrated


Business 
Decisions


Employer does not take employee health  
into account


3 7 Employee health is an important input for 
employers


The characteristic that has the greatest impact on 
perceptions of a weak health culture is leaders not 
actively encouraging employee health or serving 
as role models. Lack of recognition has the second 
highest impact in driving perceptions of a weak culture. 
These are characteristics to minimize as much as possible.


Making health a priority and 
encouraging healthy activities 
during the workday are the top two 
drivers of perceptions of a strong 
culture. These are characteristics to 
amplify and promote.


Of the characteristics of a health culture described on page 15, some have a greater impact on consumers’ 
perception than others. In this chart, “1” indicates the most influential characteristic among those tested and the 
higher numbers indicate characteristics with relatively less influence on consumers’ overall perception.
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Employer Direct Manager or Department Head


Slightly/not supportive


Moderately supportive


Extremely/very supportive


41% 


28% 


26% 


33% 


33% 


39% 


Workplace Wellness “My employer supports my efforts to achieve my health goals, but I’m 
less certain that my manager is supportive.”


Employees are slightly less likely to see their direct 
manager or department head as supportive relative 
to how they see support from their employer overall. 


More than four in 10 employees say the manager is 
only slightly or not supportive.


Younger consumers (under age 40) and  
male consumers are more likely to say the 
employer is extremely/very supportive 
compared to those over age 40 and female 
consumers. 


How Supportive They Are in Getting and Keeping Me Healthy
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Very passive


Somewhat passive


Somewhat active


Very active


28% 


26% 


35% 


12% 


Workplace Wellness “I’m hesitant for my manager to be too involved in my personal health.”


Role I Would Like My Direct Manager to Have in Getting and Keeping Me Healthy


More than one-quarter want practically no 
involvement from their manager, perhaps to maintain 
their privacy.


About half (47%) would like managers to be very or 
somewhat active, but more than half (54%) want their 
managers to be more passive. 


47%


54%


Employees in this segment are more likely to view 
active involvement from their manager as desirable:
In It For Fun 58%   


LIVING Well


Consumers in these groups view more active involvement from their manager as desirable: 
Health care/social assistance 54%          Those in a union 52% 


Employees over age 50 are less likely to desire management involvement 40%







Wellness Programs
Offer consumers 


programs and 
incentives that are 
personally relevant 


and meaningful.


Unpack the Experience. Unleash the Possibilities.


Consumers’ Advice for Employers 


“Offer more tools to help me determine 
my personal goals and how to achieve 


them and track my progress.”


“Provide more programs to encourage 
healthy activities or wellness awareness. 


Allow employees to attend during 
work hours so they won’t feel that 
they’re skipping out on their job.”


Know What Motivates 
Do a segmentation analysis of your population to understand as much about your people as 
possible. Knowing what motivates them increases your chances of moving them. Tailor your 
incentives and program offerings to the groups that will benefit the most. Each year, measure your 
success and refine your offerings to maximize relevancy to your target populations. Also, keep it 
fresh by periodically adding a new, innovative solution to the mix. 


Pay special attention to the group that will soon be the largest generational segment in the U.S. 
workforce: consumers under 35. They may be the best educated and most tech-savvy generation 
ever, but they also may be the most at-risk health generation. Create programs and offerings—like 
vetted, reputable health apps—that engage this critical part of your workforce in ways traditional 
resources may not.


Redefine Program Success
Aim for a reasonable ROI from your programs. But don’t sweat it if every person is not interested in 
every program. Short-term programs that work once or twice can be more effective than programs 
that have been around forever. Your best success will come with programs that consumers believe 
are worth the effort, move them toward better health and are easy to do. Because nutrition and 
healthy eating programs often fit those criteria for consumers, include them in your mix.


Rethink Your Financial Outlay
Consumers have clearly come to expect incentives, often for things that have personal value. Though 
it’s difficult to reduce existing incentive levels, it may not take as much money as you think to incent 
participation. In many cases, consumers will participate for $50 or less. To incent more healthy 
behaviors, also consider requiring consumers to broaden their efforts each year to earn the incentives. 
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*Among those participating and where action is suggested


31% 


65% 


Shared results with a medical professional for advice


Made at least one lifestyle improvement
(e.g., more exercise, better diet)


2012 2013


*When o�ered by employer


47% 
41% 


23% 
27% 


43% 
39% 


40% 
45% 


50% 
54% 


56% 
61% 


None


Nutrition/healthy eating


On-site clinic or pharmacy


Fitness activity


HRQ


Biometrics


Wellness Programs “A health risk questionnaire (HRQ) prompts me to take positive action.”


Nearly three-fifths (59%) of consumers say they 
participated in one or more wellness programs in the 
last 12 months (where at least one is offered). Of those 
consumers, more than half participated in these two 
most popular programs when offered. 


Participation is up in all programs except on-site clinic 
or pharmacy, which declined slightly, and HRQs, 
which remained steady. 


Two-thirds of consumers say they received suggested 
actions for improvement after taking a HRQ. Of those, 
83% say they took at least one positive action—most 
often making a lifestyle improvement (65%). 


Even though it’s the second most common action, less 
than one-third share results with a medical 
professional.


Top Programs by Participation*


Actions Taken After Completing an HRQ*
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93% 


85% 


83% 


77% 


80% 


74% 


73% 


72% Lifestyle management or coach


Advice from nurse


On-site clinic or pharmacy


Employee assistance


Health condition management


Stress management


Fitness activity


Nutrition/healthy eating


The vast majority of consumers participating in a particular health improvement program agree that it helps them 
improve their or their family’s health. When asked how well the program helps, the majority say well or very well and 
more than 90% say at least somewhat well.


Wellness Programs “Wellness programs I participate in help me improve my health.”


Nearly all consumers who participate in nutrition/
healthy eating programs perceive them to improve 
their or their family’s health.


This Program Improves My or My Family’s Health*


*Figures represent somewhat well, well or very well on a 6-point scale among participants of the related program.


In every case with enough participation, those 
in strong health cultures are more likely to say 
the program effectively supports their health 
improvement compared to those in weak 
health cultures. 
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2012 2013


24% 


18% 
22% 


14% 
21% 


15% 


18% 


27% 
35% 


28% 


33% 
46% 


47% 
52% 


50% 
54% 


48% 
56% 


Impose consequences on participants for less-than-
healthy conditions with controllable outcomes


Require higher employee costs for health insurance if
employees do not use health awareness tools


Target certain communications based on
demographic information about participants


Target certain communications based on a
participant’s individual health condition


Provide programs to participants to help
achieve or maintain a healthy lifestyle


Reward participants for achieving specific,
controllable health outcomes


Direct participants to certain hospitals or 
physicians for specific procedures or conditions 


for best care at most appropriate cost


Provide participants a personalized, aggregated 
on-line view of health care usage and other 


personalized health information


O�er free tools to participants to raise awareness of 
personal health status and related health risks


Compared to last year, consumers believe the employer should give them more practical help in virtually every area as 
they strive to reach their health goals—starting with personal health tools. In other words, they are more willing to give 
their employer greater influence—without compromising privacy—but they want the help to be personal and specific.


Wellness Programs “I want more practical help from my employer to help me achieve 
my health goals.”


Without Compromising Privacy, Employers Providing Health Insurance Should… (strongly agree or agree)


Female consumers are more likely to agree that 
employers should offer free tools, rewards for 
outcomes and healthy lifestyle programs. 


African-American consumers are more likely to 
agree that employers should provide healthy 
lifestyle programs.


Non-white consumers are more likely to agree 
that employers should direct participants, 
target by condition or demographic, require 
activities for discounts, or impose 
consequences for unhealthy conditions within 
consumers’ control.


At 13 points, the most significant year-over-
year increase is the number of consumers 
who would like a personalized look at 
their health care usage and other 
personalized health information.   


Year
Year
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My manager/management did not want me to
participate or did not allow me to participate


Was too complicated or took too many
steps to participate or complete


My job/role prevented me from participating


Did not really know enough about it or what I had to do


Was not relevant to me or didn’t apply to my situation 46% 


26% 


13% 


10% 


13% 


8% 


5% 


2% 


No one else I know was participating


Was not worth the amount of time required


Not convenient to participate


Wellness Programs “I’m not participating if the program’s not personally relevant to me 
or not convenient.” 
Reasons I Do Not Participate in an Offered Wellness Program (select all that apply)


By far, the number one reason consumers would not 
participate in a wellness program is that it is not relevant 
to them or does not apply to their situation. 


Fortunately, most consumers do not see their job/role 
or manager/management getting in the way of being 
able to participate in a wellness program.


Hispanic (19%), union (17%) and those in 
weak cultures of health (19%) are more 
likely to say their job/role prevents them 
from participating.  


Consumers under age 30 are more likely to cite 
“no one else I know was participating” 
(11%) as a reason. 


LIVING Well
Compared to all respondents, when it comes to reasons for not participating, relevance is particularly important to consumers in the Leading the Way segment 
(58% vs. 46%). Convenience is more important to Get Through The Day than to all respondents (58% vs. 26%), I Need a Plan (58% vs. 26%) and  
Value Independence (31% vs. 26%).
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65% 


50% 


26% 


16% 


18% 


16% 


12% Group/team activities


Friendly competitions against coworkers


Family involvement


Access to technology to track success


Access to one-on-one/personal guidance


Easy to do or convenient


Financial rewards


Wellness Programs “Financial rewards and convenience make general wellness programs 
most appealing.” 
Most Appealing Features of a General Wellness Program (select up to three most appealing)


Compared to other segments, In It For Fun consumers are more likely to cite friendly competitions as appealing (20%) and less likely to 
cite financial rewards (59%), while Not Right Now consumers are more likely to cite easy to do or convenient as appealing (60%).


Many consumers cite financial rewards as one of the 
top three most appealing features of wellness programs, 
followed by convenience and personal guidance. 


LIVING Well
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Nutrition/Healthy Eating


Fitness Activity


Lifestyle Management/Coach


HRQ


Biometric Screening


Health Condition Management


It was the right or responsible thing to do


To avoid higher health costs


Seemed like a good thing to do


To get a financial reward


It was easy or convenient to do


To help me better achieve my health goals


60% 
56% 


42% 
25% 


31% 
37% 


39% 
47% 


20% 
32% 


40% 
31% 


24% 
26% 


34% 
46% 


38% 
18% 


49% 
47% 


32% 
30% 
34% 


38% 


25% 
23% 


29% 
42% 
44% 
43% 


39% 
31% 


22% 
24% 


30% 
35% 


Wellness Programs “I participate mostly because it supports my goals, is convenient  
and/or I benefit financially.” 
Reasons I Participated in These Programs (select all that apply)


Those employees in strong cultures of health 
are more likely to cite non-monetary reasons 
across all programs.


Money


Goals


Money The top reason for participating in each program is 
highlighted.
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It was the right or responsible thing to do


To avoid higher health costs


Seemed like a good thing to do


To get a financial reward


It was easy or convenient to do


To help me better achieve my health goals


41% 
21% 


33% 
16% 


23% 


29% 
59% 


43% 
32% 


29% 


18% 
9% 
9% 


14% 
12% 


35% 
24% 
26% 


24% 
24% 


28% 
35% 


27% 
25% 
24% 


25% 
20% 


38% 
20% 


27% 


Employee Assistance Program


Claim Help


Advice from a Nurse


On-site Clinic/Pharmacy


Stress


Wellness Programs “I participate mostly because it supports my goals, is convenient  
and/or I benefit financially.” (continued)
Reasons I Participated in These Programs (select all that apply)


Convenience


Goals
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I Would Do Just for 
Benefit of Doing It


I Would Never Do
Regardless of Value


28% 


24% 
14% 


20% 
15% 


13% 


9% 


30% 


32% 
10% 


36% 
11% 


38% 
9% 


Participate in a company competition for weight 
loss, physical activity or other health-related 


outcome or activity


Participate in a healthy eating or weight 
management program


Complete a confidential 15- to 20-minute online 
questionnaire (during work hours) that asks 


about my health and lifestyle


Talk to a health coach (during work hours) to 
create a plan for lifestyle changes to maintain or 


improve my health and have periodic check-in


Participate in fitness program two or three days/week 
or one hour during non-work hours


Participate in a medically sponsored program to help 
me manage a medical condition I have 


Have my blood drawn (during work hours) and 
tested for cholesterol, glucose and other 


important health measures


 Wellness Programs “I’m more inclined to say ‘forget it’ if there’s no financial reward.” 


Incentive It Would Take to Get Me to… 


Employers that provide incentives are setting the expectation that there will be a financial reward for participating in 
certain wellness programs. While 38% of consumers say they would participate in a blood draw just for the benefit of 
doing it (no financial reward), that percentage is significantly down from last year when it was nearly half (49%), 
perhaps indicating consumers are getting used to receiving incentive rewards, similar to retail sale behavior.  


A third or more say they would participate in these 
programs just for the benefit of doing it with no 
financial reward.


Depending on the program, 15% or fewer of 
consumers outright refuse to participate,  
regardless of the reward’s value.
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 Wellness Programs “I’m more inclined to say ‘forget it’ if there’s no financial reward.” 
(continued)


$1–50 $51–150 $151–300 $301+


Participate in a company competition for weight 
loss, physical activity or other health-related 


outcome or activity


Participate in a healthy eating or weight 
management program


Complete a confidential 15- to 20-minute online 
questionnaire (during work hours) that asks 


about my health and lifestyle


Talk to a health coach (during work hours) to 
create a plan for lifestyle changes to maintain or 


improve my health and have periodic check-in


Participate in fitness program two or three days/week 
or one hour during non-work hours


Participate in a medically sponsored program to help 
me manage a medical condition I have 


Have my blood drawn (during work hours) and 
tested for cholesterol, glucose and other 


important health measures


24% 
13% 


9% 
8% 


21% 
13% 


10% 
8% 


20% 
16% 


12% 
10% 


24% 
16% 


9% 
8% 


35% 
14% 


8% 
7% 


21% 
17% 


12% 
11% 


22% 
17% 


14% 
12% 


Incentive It Would Take to Get Me to… 


A little can go a long way. Often a reward value of  
$50 or less will appeal to most consumers (who most 
likely were not offered an incentive in the past).







Health Plans
Show consumers 


how to translate their 
health plan cost 


knowledge into real-life 
consumer behaviors. 


Unpack the Experience. Unleash the Possibilities.


Consumers’ Advice for Employers 


“Provide an easy-to-read and 
understandable flow chart of all 
aspects of my health insurance.”


“Help me with the hardest thing about 
managing my health account, which is 
figuring out how to manage my health 


care and the related costs overall.”


Give Just-in-Time Guidance
Start with what consumers want most: timely, practical guidance in choosing and using their health 
plans. Use channels like mobile, social, email and texting to give them tips for avoiding common 
mistakes and taking control of their health and their costs. 


Show employees and their families how to easily connect with the tools, coaching and advocacy 
services you offer. Helping the right people find the right resources at the right time (like when 
they’re sitting in their doctor’s waiting room) increases their appreciation for the company’s 
investment. 


Show Them the Money
Show consumers how to use simple cost transparency and comparison tools that will help them 
be smarter in-the-moment health shoppers. Understand that shopping for health care is a new 
consumer skill that needs to be taught—but it can pay off in a big way.


Carefully think through your communication approach for any health-related accounts you offer. 
Make them alarmingly simple to set up and use. Include tips from current users at the beginning of 
the plan year (when they tend to forget what they signed up for) and reminders on how to use the 
account wisely during the year.


Nudge Them
Consumers with HDHPs can take control of their costs by becoming more savvy health shoppers. 
But at first they may be passive because they’re not sure what to do. 


Nudge your HDHP members—as well as members of your other health plans—by promoting 
healthy behaviors. Use communication tactics like health games, tip sheets, opt-in text message 
reminders and testimonials of their coworkers’ success.
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How Satisfied I Am With My Health Plan (completely satisfied, satisfied or slightly satisfied)


Likelihood I’ll Re-enroll in My Current Health Plan (definitely or probably)*


90% 


95% 


76% 


90% 


94% 


89% 


90% 


97% 


93% 


95% 


All consumers


High deductible health plan (HDHP)


Preferred provider organization (PPO)


Point of service (POS)


Health maintenance organization (HMO)


Health Plans “Though I have fewer options to choose from, I’m satisfied with my 
health plan.”


Most consumers (76%) continue to have more than one employer-provided health plan option to select from during 
annual enrollment. However, many say they have fewer choices than in the past. Nearly four out of five (78%) say 
they have three or fewer plans from which to choose—compared with 59% last year. However, if an option, most 
consumers (90%+ regardless of plan) will definitely or probably re-enroll in the plan they have now. While they could be 
keeping it because they’re satisfied, sometimes they’re simply allowing inertia to decide for them. 


Consumers in HDHPs are less likely to be satisfied 
relative to those in other plan types. While they 
typically pay less from their paychecks (premiums) for 
these plans, they need to be more involved in 
managing their care.


*Among those expecting a choice


Lowest satisfaction


Highest satisfaction
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2011 2012 2013


28% 
31% 


26% 


30% 


17% 
25% 


30% 
33% 


25% 
21% 
23% 
21% 


23% 


19% 
15% 


21% 
19% 


17% 
12% 


14% 


13% 


6% 
7% 


8% 
Research care quality


Research plan information


Research health costs


Make healthy choices


Postpone care


Seek lower-cost options


Sacrifice care


Get routine preventive care


Health Plans “Being in an HDHP does change my health behaviors—mostly for 
the better.”


Actions I Take More Often Since Enrolling in My HDHP* (select all that apply)


Just under three-quarters (71%) of consumers continue to say they take certain actions more often since enrolling in an 
HDHP—some that likely improve their health, others that may not. By far, figuring out how much to put in a health 
savings account (HSA) is viewed as the hardest part of managing an HSA, with half (51%) reporting that struggle. 


Many consumers say they take positive actions more often 
since enrolling in an HDHP. However, about one-quarter 
say they postpone or sacrifice care, which may or may 
not be appropriate for their long-term health.


Females are more likely than males to say they 
more often sacrifice care (29% versus 18%), 
seek lower-cost options (27% versus 17%) 
or postpone care (27% versus 13%) since 
enrolling in their HDHP. Because these 
behaviors are more often associated with 
obtaining health services (versus researching), 
women may be in these situations more often 
since they are more likely to “own” their 
family’s health care.


*Among consumers enrolled in an HDHP


Some differences across the years are most likely due to 
the fact that more consumers have experience with 
HDHPs and the way these plans work has become the 
“new normal.”


Year
Year
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7% 
11% 
14% 


8% 
12% 


7% 
6% 


35% 


23% 


20% 


9% 


3% 


34% Don’t know
$14,500+


$10,000–$12,499 
$7,500–$9,999 
$5,000–$7,499 
$2,500–$4,999


$1,000–$2,499 
<$1,000 


>$10,000 


$5,001–$10,000


$2,501–$5,000 


$1,001–$2,500 


<$1,000 


Perceived Amount My Employer Contributes Annually to My Health Care


Perceived Amount I Spent on Health Care in the Last Year


11% Don’t know


Average estimate: $6,240 
(24% below actual average, $8,168)


Big improvement! Last year, consumers missed the 
actual by 50%.


Approximately one-third of consumers won’t venture 
an estimate of the employer share of health care costs.


11% refuse to venture an estimate.


Average estimate: $2,570 for out of pocket  
(115% of actual average, $2,239)


Pretty close! Consumers know what they’re paying.


Health Plans “I’m still not sure how much health care costs my employer, but I do 
know what it costs me.”


 * 2013 average projected health care cost per employee based on Aon Hewitt Health Value Initiative database representing 1,200 health plans 
and $61.2 billion in 2013 health care spending 


Employer share $8,168* 
Employee share $4,542* ($2,303* premiums + $2,239* out of pocket)$12,710* 2013 total  


per-employee cost


Actual Health Care Costs







Communication  
Channels


Use an array of high-
tech and high-touch 


communication channels.


Unpack the Experience. Unleash the Possibilities.


Consumers’ Advice for Employers 


“Tailor health information 
to the appropriate people.  


Health care is not one size fits all.”


“Make a visible effort to show that you 
really care about employee health issues.”


Maximize Multiple Channels
Develop a practical health communication strategy each year that uses an array of effective 
channels. Deliver your communication through sources consumers have come to expect—starting 
with your wellness/benefits team, even if it didn’t create the communication.


To drive the actions most critical to your organization, personalize the communication—particularly 
when guiding consumers to choose their health plan, participate in a particular program or make 
smarter daily choices in a certain area.


Prioritize Mobile and Social
What do personal health and a mobile device have in common? People possess them 24/7. 
Continue to find more ways to give your people health tools, guidance and motivational nudges 
through the device that never leaves their side—through mobile-friendly websites, apps and 
targeted texting.


Pilot social channels like blogs geared to people with a certain health condition, location-based 
tools like Foursquare and media-sharing sites like Pinterest. Also consider short-form video sharing 
services like Vine, particularly for younger consumers. These channels can effectively engage 
consumers both physically and emotionally in health campaigns. 


Promote Select Websites and Apps
Vet and promote a select list of external health websites and mobile apps that are credible, simple 
and engaging to support behaviors you want more of in your population. 


Get consumers in the game by soliciting and promoting their favorite websites. Then, change up 
your list regularly to take advantage of the latest and greatest. 
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34% 


28% 


28% 


36% 


35% 


32% 


33% 


33% 


50% 


32% 


Health care reform


Health plans and health care providers


Personal wellness information


General wellness information


External website


Well-designed email


Postal mail to home


External website


Postal mail to home


Well-designed email


External website


Intranet/internal company website


External website


Well-designed email


#1 Channel Choice #2 Channel Choice


Even though it’s the channel they say employers use 
most often, email is not always the channel that 
consumers prefer. Most notably, consumers often prefer 
to receive non-personal health information through 
external websites.


Compared to other information types, more consumers 
prefer to receive personal wellness information through 
email and postal mail, which are typically more secure 
channels.


Communication Channels “I prefer to receive health information through external websites.”


Communication Channel Preference


Those under age 30 are more likely to say 
intranet/internal websites are the second 
choice preference for personal wellness 
information. However, those over age 50 are 
more likely to view postal mail as their 
second choice for health plans and health 
care provider information. 


Consumers earning less than $50,000 
annually cite postal mail to home as their 
second most preferred channel for general 
wellness information.
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Mobile applications (apps) for smartphone or tablet 37% 
50% 32% 


Groupon, Living Social or similar site
30% 


36% 35% 


LinkedIn or similar professional network 23% 
34% 55% 


Twitter or similar posting network 16% 
45% 40% 


Pinterest or other media-sharing network
16% 


54% 34% 


Foursquare or other location-based social network
29% 55% 


5% 


Community/interest blogs or message boards
8% 


57% 19% 


Facebook, My Space or similar social network 60% 
40% 45% 


Regularly Use Overall (select all that apply)


Use at Least Monthly for Health and Wellness* Never Use for Health and Wellness*


Communication Channels “I’m much more likely to be using mobile apps than I was last year.”


*Among regular users of these channels, those who use these channels at least weekly for health and wellness efforts, activities, tracking or 
information


Seventy nine percent of consumers regularly use at least one social media platform or mobile application, up from 71% last 
year. Among regular users, at least 50% use community boards/blogs, Foursquare, Pinterest and mobile apps at least 
monthly for health and wellness activities. About one-quarter of regular users are using media channels as often as weekly 
for health and wellness efforts, activities, tracking or information—including mobile apps, Facebook, Twitter, community 
interest blogs or message boards and Pinterest.


Don’t expect everyone to get on board. A substantial 
number of consumers say they will not use social media 
for health and wellness.


Nearly twice as many consumers are using mobile apps 
(37% versus 19%) and Pinterest (16% versus 9%) as they 
were last year.


Year
Year
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Communication Channels “The employer communicates through a variety of channels— 
most often email.”
Ways Employer Communicates Health-Related Information* (select all that apply)


Consumers say they receive communication from the 
employer through a range of channels. Email, benefits 
enrollment websites and mailings to home are the 
most common.


Very few consumers currently see much interactive and 
social communication—like videos, social network 
sites, games and texts—coming from their employers.


Text messages


Games


Social network sites (externally available)


Videos


Social network sites (internally available)


Contests


Webinars


Publicly available website


In-person meetings


Mailings to work location


Intranet/internal website


Mailings to home 


Benefits enrollment website


Email


21% 


12% 


10% 


10% 


6% 


6% 


4% 


4% 


3% 


3% 


2% 


29% 


35% 


40% 


*Among consumers who report the employer communicates health-related information to them
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Communication Channels “I prefer tools from my employer that help me choose the best health plan.”


Virtually all the consumers surveyed receive some type of health-related information from their employers. Still, only 
three-quarters of consumers (75%) report that they do. The good news is that this is an increase from last year when 
only two-thirds (66%) said they received health-related information. In particular, they are more likely to receive 
information about choosing a health plan. In general, they prefer communication that offers more personalized 
guidance and help.


Consumers say they most often receive information on 
choosing a health plan, general wellness and health 
benefit information, and general health tips or 
reminders from their employer. 


Consumers prefer communications with personal 
guidance. 


45% 


37% 


31% 


16% 


16% 


15% 


14% 


10% 


61% 


56% 


54% 


53% 


46% 


30% Health care reform


Provider choice tools


Personalized wellness information


Cost clarity tools


General wellness information


Health plan decision tools


Cost estimating tools


Personal wellness plan


General cost savings tips


Personal wellness information


Choosing a doctor or hospital


General health tips or reminders


General wellness and health benefit information


Choosing a health plan


Health-related Information I Receive From the Employer (select all that apply)


Tools and Information I Find Most Helpful (ranked 1, 2 or 3)


Consumers over age 60 are more likely to value 
health plan decision tools (66%). Those under 
age 30 are more likely to value general wellness 
information (63%) and cost clarity tools (60%). 
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Communication Channels “I prefer to receive health information from my wellness/benefits 
department.” 


Wellness/
Benefits Department


HR  
Representative


Independent, 
Outside Source


External website 1 3 2


Intranet/internal company website 1 2


Text message* 1 1


Well-designed email 1 2 3


Mobile phone application 1 2 3


Postal mail to home 1 2 3


Postal or interoffice mail to work location 1 2 3


Voice mail* 2 1


Short videos 1 3 2


In-person meeting or health fair 1 2 3


Webinar 1 2 3


Following company-specific Twitter feed* 1 1


Becoming a fan of company-specific Facebook  
page and getting updates 1 2 2


Becoming a fan of internal company social network and 
getting related updates 2 1 3


A blog with key updates 1 2 3


 * Not reflected on chart: #2 preference for text is immediate manager, #3 preference for voice mail is immediate manager, and #3 preference for 
Twitter is trusted coworkers. Preferred channel source for text message and Twitter is tied.


Source From Which I Prefer to Receive This Communication Channel* (in order of preference)
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Study Profile The primary source of data for this study comes from a survey administered online within the 
United States in August and September 2013. A diverse group of 2,732 consumers—including both 
employees and dependents covered by employer health plans—completed it. All respondents are 
covered by employer plans offered by employers with at least 1,000 employees. 
 
Consumer respondents are representative of the U.S. population across demographic categories, 
employer size (with 1,000 employees or more), types of health plans and health conditions.


Gender


55% 


45% 


U.S. Region


21% 24% 


36% 


19% 


Race


White
Hispanic
African-American
Asian70%


8%
6%
2%


14%


Other


Job Status


Full-time


Part-time


Full-time homemaker


Temporarily unemployed


Full-time student


Retired


Disabled


7%


77%


1%


7%


3%


2%
4%


Age


23–29
30–39


50–59
60–65


40–49


13% 


24% 


28% 


23% 


12% 
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Relationship to Health Plan


Employer Size of Covered Employee


Type of Coverage


Household Income


Plan Type


Industry of Employee


Government
Health care/Social assistance 
Pharmaceutical 
Not for profit/NGO 
Consumer products and services 
Business products and services 
Other 


5%
16%
25%


25%


8%
17%


2%


Employee
Spouse/Domestic Partner
of Employee with Coverage
Other Family Member of
Employee with Coverage


74% 


4% 


23% 


Employee-only
Employee and Spouse/
Domestic Partner
Employee and Child(ren)
Employee and Family–
Spouse/Domestic Partner
and Child(ren) 


37% 
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Executive Summary


Five years after the largest transformation to the national health care system since the introduction 


of Medicare and Medicaid in 1965, the employer-sponsored retiree health care market continues to 


rapidly evolve. 


Federal health care reform has created the impetus for change at a time when escalating health care 


costs and benefit liabilities threaten to crowd out other mission-critical investments that plan sponsors 


need to make in the current economic and competitive environment.


Plan sponsors are finding that new strategies can create significant savings opportunities for all 


stakeholders, and allow them to effectively reposition their retiree health care programs for the 


future. Creative solutions to support these new strategy options are quickly forming, with a variety 


of new products and services designed to take full advantage of health care reform.


Specifically, individual market exchange-based strategies to support retiree benefits continue to 


gain prominence in the market. These strategies often include a “defined contribution” subsidy, 


which allows the plan sponsor to gain better control over its ongoing program costs while taking 


advantage of new efficiencies in the market. This movement is well under way for participants 


eligible for Medicare, and is beginning to slowly emerge for pre-Medicare retirees coincident with 


the introduction of the new 2014 public marketplaces.


Additionally, many plan sponsors have taken steps to pursue other strategies, including:


•  Moving from the Retiree Drug Subsidy (RDS) strategy to the Medicare Part D Employer Group


    Waiver Plan (EGWP) to leverage additional sources of Medicare Part D funding brought about 


    by health care reform;


•  Converting their group-based, secondary-paying post-65 retiree medical indemnity plan to a


    Medicare Advantage medical plan to preserve benefits and reduce cost; and


•  Taking steps to mitigate future excise taxes that become effective as early as 2018 but must be


    reflected in plan liabilities today.


    


If plan sponsors have not done so already, the time is now to review current retiree health care 


strategies, and to consider alternatives for the future that better support cost and risk management 


objectives while continuing to support key retiree benefit commitments.
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In November 2014, approximately five years after the passage of federal health care reform,          


Aon Hewitt conducted a survey to understand plan sponsors’ current thinking and future 


expectations with respect to U.S. retiree health care strategies. The survey focused specifically        


on plan sponsors that offer health care benefits to retirees and their families, and on the sponsors’ 


final 2015 and expected ongoing strategies related to the retiree health care aspects of federal 


health care reform. 


The survey collected responses from 349 private and public plan sponsors representing                


3.2 million retirees. Approximately 78% of respondents are private entities and 22% are public 


entities. For a complete summary of survey respondents, see the “Participant Profile” section at     


the end of this report.


Exhibit 1 shows the basic types of retiree health care benefits offered to the various current and 


future retiree populations for the plan sponsors participating in the survey. As expected, the data 


shows the continued trend toward reducing or eliminating retiree health care coverage, which 


generally began with the introduction of retiree welfare accounting standards in the early 1990s    


for private employers.


About the Survey


Exhibit 1—Type of Coverage Provided to Eligible Populations
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What type of retiree medical coverage does your firm currently provide?
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Under the new law, employer-sponsored welfare plans that cover both actives and retirees are 


subject to new group insurance market reforms, such as the extension of dependent coverage to 


age 26 and no lifetime dollar limits on essential health benefits. About half of plan sponsors have 


stand-alone retiree health care plans and can avoid the new group insurance market reforms for 


their retiree populations. Going forward, more plan sponsors may choose to split their legal plans 


in order to exempt retiree-only plans from any new group insurance market requirements that may 


be introduced in the future. 


This report presents findings from this survey in three sections: “Key Survey Findings,” “Medicare-


Eligible Retiree Strategy,” and “Pre-Medicare Retiree Strategy.”
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Key Survey Findings


Federal Health Care Reform Creates the Impetus for Change 


The legislation is driving many plan sponsors to review existing retiree health care strategies and 


consider alternatives to leverage key cost and risk management opportunities. 


Exhibit 2 shows that 62% of respondents either already have made retiree strategy changes as a 


result of reform or expect to do so in the near future. Of these plan sponsors, 35% have already 


completed their strategy analysis and taken action, 23% intend to review their strategy within the 


next one or two years, and the remaining 42% are in the process of evaluating specific changes. 


The rest of the respondents are either still considering whether to evaluate their current strategy 


(19%) or not planning to review their current strategy at this time (19%). 


Over time, and as the market learns more about the changes introduced by health care reform, we 


expect that many more plan sponsors will choose to review their retiree health care strategies and 


make changes to position their programs favorably for the longer term. 


Reform Impacting Retiree Strategy Strategy Considerations


23%


35%


42%


Yes
62%


No
19%


Still
considering


19%


We intend to review our strategy 
within the next 1–2 years
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We are currently in the process of 
evaluating changes


n=349 n=216


Exhibit 2—Impact of Reform on Long-Term Plan Sponsor Strategy


Are the changes under federal health care reform impacting your long-term retiree health care  
benefits strategy?
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Exhibit 3—New “Efficient Frontier” of Retiree Health Care Strategy


Health Care Reform


• RDS and Medicare program changes
• Benefit design requirements and coverage mandates
• Health insurance exchanges
• Excise tax


Universal Sponsor Objectives


• Support overarching business and HR strategies
• Manage cost, risk, and ongoing program 
   management burden
• Simplify administration


Two Fundamental Approaches


Modified group-based
sourcing strategies


Individual market-based
sourcing strategies


Future Outlook: A New Paradigm
The data shows that the market is evolving rapidly toward tax-effective, defined contribution 


individual market-based benefit sourcing—initially for Medicare-eligible retiree groups, and 


then for pre-Medicare retiree groups sometime after 2014, if the changes introduced by health 


care reform are implemented as expected and the public marketplace stabilizes to plan sponsor 


satisfaction. Private administrative platforms, or “exchanges,” will continue to emerge and develop 


to support the expanding individual health care market and provide retirees with a variety of 


customer service options and decision-support tools. 


While a viable and stable individual health care market is not expected to emerge for pre-Medicare 


participants until at least 2016, many plan sponsors are not waiting for that viable individual 


market before they migrate Medicare-eligible populations to what has become a large, expanding, 


competitive, and cost-effective Medicare-eligible individual health care market. 


New “Efficient Frontier” of Retiree Health Care Strategy 


As plan sponsors evaluate the changes introduced by health care reform relative to their basic 


program objectives, they are finding that two fundamental approaches are emerging: 1) modified 


group-based benefit sourcing; and 2) individual market-based benefit sourcing; which 


represent new and more efficient methods of supporting retiree health care benefits in a post-reform 


environment (Exhibit 3).
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In addition to allowing a reduction in subsidy costs driven by the competitiveness and efficiency of 


the individual market, individual market-based strategies allow the plan sponsor to eliminate the self-


insured claims volatility inherent in the current group program. Additionally, and more importantly, 


these strategies can be structured to insulate the plan sponsor from the impact of changes to the 


Medicare program over time, including pure federal cost-shifting strategies.


Plan sponsors will continue to rely on group-based strategies in certain situations, but with health 


care reform-driven modifications, including:


•  Splitting active and retiree legal plan structures to avoid current and new group insurance market


    reform requirements; 


•  Changing from collecting the Retiree Drug Subsidy (RDS) to an alternate Medicare Part D strategy,


    including contracting with a group-based Part D plan; 


•  Leveraging new group-based Medicare Advantage strategies to manage costs and improve retiree


    health; and


•  Managing the projected impact of the excise tax, potentially in conjunction with leveraging 


    high-deductible health plans (HDHPs) and health savings accounts (HSAs).


Plan sponsors are generally finding that a “one-size-fits-all” solution won’t make sense; they will 


ultimately choose to segment their strategies to effectively apply these two broad approaches across 


their retiree populations in support of key objectives. In many cases, plan sponsors will choose to 


apply individual market-based sourcing where possible, and fall back on modified group-based 


sourcing for certain populations (e.g., bargained groups or those subject to more restrictive benefit 


commitments) for at least the near term. 


The plan sponsors’ participant eligibility and subsidy strategies will continue to drive cash and         


accounting costs, but the level of plan sponsor involvement in ongoing benefit delivery will be driven 


by the benefit sourcing strategy, with individual market-based sourcing the long-term alternative of 


choice for many plan sponsors.
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Medicare-Eligible Retiree Strategy 


Health care reform introduced a variety of changes for Medicare-eligible populations—including 


changes to the Medicare Part D and Medicare Advantage programs—that impact both group and 


individual market-based health care strategies.


Medicare Part D Strategy 


One of the more significant changes was the elimination of the tax-favored status of the Retiree  


Drug Subsidy (RDS) beginning in 2013. This change resulted in an accounting change for many   


tax-paying private entities coincident with the passage of the legislation, and created momentum  


for plan sponsors to take action.


At the same time, the legislation introduced improvements to the Medicare Part D program 


including a phase-out of the Medicare Part D coverage gap or “donut hole” by 2020, with a 50% 


pharmaceutical manufacturer discount on brand drugs incurred in the coverage gap immediately 


available beginning in 2011. These improvements are available only to retirees enrolled in the Part D 


program, and are encouraging plan sponsors to develop Medicare Part D-based strategies to reduce 


program cost while preserving retiree prescription drug benefit value. 


Exhibit 4 shows that, due to these changes, almost 60% of plan sponsors surveyed changed or 


expect to change either their Medicare Part D or their broader strategy for Medicare-eligible 


participants. 


Exhibit 5 shows that the movement away from the RDS strategy has begun, with a significant     


drop-off for 2013 and beyond, coincident with the change in RDS tax status.  
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 Exhibit 4—Medicare Participant Strategy Analysis


Exhibit 5—Phase-Out of RDS Strategy   
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Plan Sponsors Altering Post-65 Strategy Expected Timing of Changes
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Since 2010, have you altered, or do you anticipate altering, your Medicare Part D or broader post-65 
retiree benefit strategy?


Have you filed, or do you plan to file, to collect the federal Medicare Part D retiree drug subsidy (RDS) 
for the following plan years?
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Many plan sponsors that have already decided to make changes have generally moved forward 


with a group-based Medicare Part D approach, leveraging the Employer Group Waiver Plan (EGWP) 


process. That said, a significant number of plan sponsors have already decided to move directly to 


the individual market in whole or in part. 


Exhibit 6 shows that 39% of plan sponsors that have already decided on changes have moved forward 


with the group-based Medicare Part D Prescription Drug Plan (PDP)/EGWP, with another 33% 


leveraging the individual Medicare-eligible market under a defined contribution subsidy approach. 


Additionally, another 6% of plan sponsors are leveraging the individual Medicare-eligible market by 


either terminating drug coverage outright (3%) or terminating drug coverage with Part D premium 


support (3%). In totality, these responses indicate that approximately 39% of plan sponsors 


surveyed are leveraging the individual Medicare-eligible market in whole or in part. Clearly, the 


changes introduced by health care reform are making the individual market a viable benefit sourcing 


strategy for many plan sponsors.


Exhibit 6—Medicare Participant Strategy: First Movers  
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What specific post-65 retiree benefit strategy change are you making or have you made since 2010?
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In addition to reviewing their broader, longer-term strategies and implementing changes, plan 


sponsors continue to modify their programs for Medicare-eligibles in a number of ways in an 


attempt to manage cost and address retiree needs. 


Exhibit 7 shows the variety of other more traditional changes plan sponsors have made since 2010. 


Plan sponsors responded multiple times in some cases to effectively describe their approach.


Exhibit 7—Medicare Participant Strategy: Other Strategy Changes 
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What, if any, other post-65 retiree benefit strategy changes are you making/have you made since 2010?


Of plan sponsors contemplating future changes to their Medicare Part D or broader strategy for 


Medicare-eligible participants, Exhibit 8 shows that sponsors are focusing on a variety of approaches. 


Defined contribution individual market-based sourcing is the most popular, followed by contracting 


with a group-based Medicare Part D Prescription Drug Plan (PDP)/EGWP. Group-based Medicare 


Advantage strategies are also on plan sponsors’ minds, and a relatively small minority are expecting 


to eliminate Medicare-eligible participant prescription drug coverage altogether.
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Exhibit 8—Medicare Participant Strategy: Future Outlook     


n=94


Going forward, plan sponsors are likely to continue to adjust their programs for Medicare-eligibles in 


several ways in an attempt to manage costs and address retiree needs.


Exhibit 9 shows the variety of other changes plan sponsors are considering for the future. Plan 


sponsors responded multiple times in some cases to effectively describe their expected approach.
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Of those contemplating future changes to post-65 retiree medical or Medicare Part D strategy, what 
option(s) are you favoring? 
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Exhibit 9—Medicare Participant Strategy: Other Future Strategy Considerations   
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Advantage plans


Medicare Part D Employer Group Waiver Plans (EGWPs)
In general, there are two types of group-based Medicare Part D Prescription Drug Plan (PDP)/EGWP 


strategies for plan sponsors to consider:


1) The “EGWP + Wrap” approach, where the sponsor contracts for a standard Part D plan design


        with a wrap-around benefit that preserves the current plan design and formulary strategy as


        much as possible (minimizes retiree disruption).


2) The “Enhanced/Customized EGWP” or “EGWP Plus” approach, where the sponsor contracts 


        for the Part D plan design that most closely resembles the current plan design and formulary


        strategy, but without a separate wrap-around plan.


Prior to April 2012, the EGWP + Wrap strategy was generally seen as the superior approach because 


it allowed the plan sponsor to maximize the savings from the 50% pharmaceutical manufacturer 


discount. Guidance released by the Centers for Medicare and Medicaid Services (CMS) in April 


2012 was interpreted by many to allow the Enhanced/Customized EGWP to realize the same 50% 


pharmaceutical manufacturer discount opportunity for 2013, putting this strategy on par with the 


EGWP + Wrap from a financial perspective. 


n=349


What, if any, other post-65 retiree benefit strategy changes are you considering for the future?
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CMS provided additional clarifying guidance in April 2013 that confirmed the two strategies can 


adjudicate the 50% pharmaceutical manufacturer discount prior to determining the retiree copay, 


generally leaving only potential retiree plan design, formulary, and covered medication disruption 


as potential differentiators between the two EGWP alternatives. Plan sponsors need to evaluate both 


the qualitative and quantitative aspects of these two options to understand which approach best 


meets their program needs. 


Of plan sponsors leveraging or planning to leverage the Medicare Part D Prescription Drug Plan 


(PDP)/EGWP strategy in future, Exhibit 10 shows that many are focused on the EGWP + Wrap 


approach at this time. However, the market may need more time to evaluate these options, in 


general and in light of the recent CMS guidance.


Which of the following Medicare Part D EGWP strategies are you implementing or favoring?  


 


Many large plan sponsors implementing Medicare Part D Prescription Drug Plan (PDP)/EGWP 


strategies are doing so on a self-insured basis to maximize cash flow. These Part D EGWPs 


provide plan sponsors with three Part D revenue items, with the direct capitation rate and federal 


reinsurance payments funded by the federal government and the 50% pharmaceutical discount 


funded by manufacturers. 


9% 
Enhanced EGWP


91% 
EGWP + Wrap


n=68


Exhibit 10—Medicare Participant Strategy: EGWP Market Prevalence   
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Federal subsidies and pharmaceutical discounts directly reduce the cost of the EGWP, but self-


funded sponsors retain a fair amount of flexibility in terms of use of the revenue. Sponsors need to 


determine through their premium subsidy/contribution strategy whether some or all of the three 


general sources of revenue from the EGWP will be shared with retirees. Fundamentally, the plan 


sponsor needs to determine how it intends to define the “cost of the plan” for retiree contribution 


purposes. The ultimate decision will depend upon the plan sponsor’s cost-sharing philosophy, past 


practices and retiree commitments, accounting objectives, etc., and should include input from legal 


counsel. If a material portion of the savings is retained by the plan sponsor, sponsors with subsidy 


caps in place may be able to reduce or eliminate their liability over time. Note, however, that CMS 


rules prohibit charging retirees more than the true net cost of the EGWP.


Exhibit 11 shows how plan sponsors moving forward with a Medicare Part D Prescription Drug Plan 


(PDP)/EGWP strategy have decided to apply the Part D revenue items when determining retiree 


contributions. In many cases, the Part D revenue is being shared with retirees in the form of a 


reduction in contributions, but in other cases subsidies are being fully retained by plan sponsors to 


offset company costs.


How are each of the following Medicare Part D EGWP revenue items being treated for retiree 
contribution purposes?  


Exhibit 11—Medicare Part D EGWP Revenue Strategy
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Medicare Advantage Strategy 


In the past, many plan sponsors leveraged insured, local, regional, or national “Medicare + Choice” 


or Medicare Advantage plan strategies to provide both medical and prescription drug coverage to 


Medicare-eligible participants. Depending upon the model and carrier chosen, savings were at times 


significant—as many plans managed care more effectively than did traditional Medicare. 


These strategies experienced significant challenges over time and, prior to health care reform, many 


plan sponsors did not consider Medicare Advantage a viable long-term strategy. A major challenge 


was providing a national footprint without contracting with many vendors, because the program 


is very locally focused. Additionally, federal reimbursements to the plans did not keep pace with 


health care inflation, which in many cases led to dramatic increases in plan premiums, reductions in 


benefits, and plans exiting certain markets. 


Exhibit 12 shows that, because of the challenges the program experienced over time, only one-third 


of plan sponsors surveyed currently offer some type of group-based Medicare Advantage program, 


with their strategies generally split between national and local/regional approaches.


Exhibit 12—Medicare Advantage: Group Market Prevalence


Do you currently offer local/regional or national group-based Medicare Advantage plans to any of 
your post-65 retirees?  
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Health care reform made three changes to the Medicare Advantage program in an attempt to 


reduce cost and improve the quality of the care provided to beneficiaries: 


•   Created a mandate for CMS to move to parity in cost between traditional Medicare and


     Medicare Advantage plans (Medicare Parts A and B); 


•   Introduced a Medicare Advantage quality initiative (the STAR program); and


•   Introduced an 85% minimum loss ratio requirement on insured health plans, impacting


     Medicare Advantage plans for 2014. 


Changes in payments to Medicare Advantage plans over time, as CMS achieves parity in funding 


between traditional Medicare and the Medicare Advantage program, will likely result in a 


restructuring of the Medicare Advantage market—including higher premiums, reductions in benefits, 


and in some cases, carriers exiting local markets. Additionally, these changes may lead to a certain 


level of merger and acquisition activity among Medicare Advantage players.


The STAR program, designed to reward high-quality plans with increased funding from CMS, is 


expected to moderate the impact of the payment changes on higher-performing plans and result   


in lower-performing players exiting the market over time. 


The minimum loss ratio requirement is not expected to have a major impact on Medicare Advantage 


plans; the change may result in lower premiums by squeezing carrier margins, only partially 


offsetting the effect of the broader payment changes. 


Plan sponsor feedback indicates that, even after the health care reform changes, the market is still 


very skeptical of Medicare Advantage strategies (Exhibit 13). Clearly, consistent program stability 


and ongoing high performance will be needed to gain plan sponsor confidence over time. 
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In light of the PPACA changes, what are your perspectives on the Medicare Advantage program 
going forward?  


Exhibit 13—Medicare Advantage: Future Outlook
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In spite of the current market skepticism concerning the Medicare Advantage program, many 


carriers are encouraging plan sponsors to leverage the Employer Group Waiver Plan (EGWP) 


process to facilitate a national group-based Medicare Advantage medical solution, with the 


objective of reducing program cost with no change in retiree benefits.


Under this approach, to preserve retiree benefits the plan sponsor would replace the current 


traditional secondary-paying Medicare medical indemnity plan with a Medicare Advantage PPO 


that is actuarially equivalent to the current medical design. This program can be offered nationally 


on a “passive” basis when at least 51% of the group’s members live in counties where the carrier’s 


provider networks are “adequate,” and with no network restrictions or network steerage, similar   


to the current strategy.


Exhibit 14 indicates that there is a fair amount of interest in this strategy if it could be structured   


to benefit both the plan sponsor and retirees in at least the near term. 


n=349
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If you could replace your current group-based Medicare medical supplement strategy with a national 
Medicare Advantage PPO to generate material savings for at least the near term, with no change in 
retiree benefits, would you consider such an approach?  


Exhibit 14—Medicare Advantage “Passive” PPO Strategy to Replace Indemnity Plan 


Individual Market Strategy 


A robust individual health insurance market for Medicare-eligible retirees has been in place since 


the introduction of the Medicare Part D program in 2006, but the market has been significantly 


enhanced due to the Medicare Part D and Medicare Advantage changes outlined above. 


Beneficiaries can choose from a wide variety of Medicare Advantage, Medigap, and individual 


Part D plans offered through a range of health plans across the country, with very few barriers to 


purchasing coverage. With limited exceptions, plans are guaranteed issue and guaranteed renewable 


without medical underwriting. 


Federal subsidies to Medicare Advantage and Part D plans, targeted cost management strategies, 


intense competition between plans, and a growing Medicare-eligible population drive efficiency and 


create cost-effective options for retirees.


As a result, more and more plan sponsors see the individual market as the optimal benefit sourcing 


strategy, potentially in conjunction with a defined contribution subsidy strategy. When subsidies 


are provided, plan sponsors typically use health reimbursement arrangements (HRAs) to deliver 


premium and/or out-of-pocket cost reimbursement to participants on a tax-favored basis.


9% 
No, concerned about 


viability


37% 
Yes, we would consider 
capturing the savings


54% 
Unsure


n=233
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Plan sponsors moving to these strategies typically partner with an administrative coordinator 


or “exchange” platform to facilitate guided access to the individual market, support retiree 


understanding and decision-making, and perform enrollment/administrative functions, at little or no 


cost to the plan sponsor. The main source of revenue for the exchange platform is the commission 


revenue built into the health plan premiums, which allows the plan sponsor to leverage this 


approach with minimal administrative cost. 


Exhibit 15 shows that a significant number of plan sponsors surveyed are already leveraging 


individual market-based benefit sourcing strategies for Medicare-eligibles for all or a portion of their 


groups. A multi-carrier private exchange partnership is the most popular exchange strategy for these 


plan sponsors, not surprising given the broad choice in carriers, plan designs, and premium levels 


these exchanges can provide to retirees.


Exhibit 15—Medicare Participant Individual Market-Based Strategies: Current Prevalence 


Currently Facilitating Individual Market
Strategy in 2015


Exchange Strategy


18%


70%


No
69%


Yes
31%


No exchange partnership


Single carrier exchange


Multi-carrier exchange


n=349 n=109


12%


For those not yet leveraging an individual market strategy, Exhibit 16 indicates that there is 


significant short- and long-term interest in directly leveraging the individual Medicare-eligible health 


care market, with 61% of respondents at least considering this approach for some portion of their 


population in the future. Additionally, while an exchange partner offering multiple carrier options 


is initially appealing to some sponsors, most have not yet determined their preferred approach. 


Sponsors with meaningful numbers of retirees dispersed across the country will likely gravitate 


toward multi-carrier exchanges because of the broad choice and diversification opportunities.


Are you currently facilitating guided access to the individual Medicare retiree plan market through 
an exchange offering a broad selection of designs and premiums for medical, prescription drug, and 
dental coverage for any portion of your post-65 retiree population? 
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Exhibit 16—Medicare Participant Individual Market-Based Strategies: Future Outlook


Of the plan sponsors currently leveraging individual market-based benefit sourcing strategies for 


Medicare-eligibles for all or a portion of their groups, Exhibits 17 through 20 outline the covered 


populations and key design features supporting these strategies.


Do you intend to facilitate guided access to the individual Medicare retiree plan market through an 
exchange offering a broad selection of designs and premiums for medical, prescription drug, and 
dental coverage for any portion of your post-65 retiree population in the future?    


Intend to Facilitate Individual Market
Strategy in the Future


Exchange Strategy


38%


58%


No
39%


Yes
19%


Single carrier exchange


Multi-carrier exchange


Unsure of exchange strategy


n=240 n=45


4%


Will consider 
in future


42%
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Which post-65 retiree populations are you including in your current individual Medicare retiree 
plan market strategy?    


Exhibit 17—Medicare Participant Individual Market-Based Strategies: Current Plan     
Sponsor Strategy–Populations Included


Many plan sponsors that facilitate guided access to the individual Medicare retiree plan market 
through an exchange provide a tax-effective subsidy through a health reimbursement arrangement 
(HRA) to reimburse all or a portion of retiree costs for individual coverage. Do you provide a 
subsidized HRA?    


Exhibit 18—Medicare Participant Individual Market-Based Strategies: Current Plan    
Sponsor Strategy—Prevalence of HRAs 


n=109


n=109


86% 
Both current and 


future retirees


12% 
Current retirees only


2% 
Future retirees only


51% 
Both bargained and 


non-bargained/salaried
retirees


48% 
Non-bargained/salaried


retirees only


1% 
Bargained retirees only


No
25%


Yes
75%
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If you provide a subsidized HRA, which of the following characterize your current strategy?     


0%


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


84%


                                                         Interest Crediting on HRA
                                                                                                  No
                                                                                                 Yes 10%


7%


6%


76%
24%


90%


94%


20%


13%


4%


           Support Contingent, Additional Reimbursements Providing
                Some Level of Stop Loss in the 95% Part D Benefit Phase
                                                                                                               No
                                                                  Yes, through the HRA strategy
                            Yes, through non-HRA after-tax cash reimbursements 4%


68%


68%


28%


28%


                                           Maximum Annual Reimbursement
                                 No, can use full account balance each year
Yes, with annual maximum less than full accumulated account


     Support Contingent, Additional Medicare Part D “Donut Hole”
             Reimbursements, Over and Above Standard HRA Subsidies
                                                                                                               No
                                                                  Yes, through the HRA strategy
                            Yes, through non-HRA after-tax cash reimbursements


                                                                           Savings Feature
                                             Allow carry-over of unusual credits
                                                               Do not allow carry-over


0%


0% 10% 20% 30% 40% 50% 60%


84%


                                                                               HRA Strategy
Closed (reimbursements for exchange-secured coverage only)
     Open (reimbursements for any individual plan enrollment)


12%


7%


29%


70% 80%


57%
43%


4%


84%


15%


56%


56%


20%


13%


65%
35%


13%


                                           Subsidy Access/Payout Frequency
                              Recurring (e.g., annual or “annuity based”)
                                 Lump-sum notional account at retirement
                                                                                             Other


                                                                        Subsidy Strategy
                                                                   Age or service-linked
                                                              Same flat amount for all
                                                                                            Other


                                                                                     Subsidy Indexing
                                                                                               No indexing
                                                                 Indexed at company discretion
                                                                                       Indexed annually


                                                  Additional Subsidy for Spouse
                                                                                                 Yes
                                                                                                  No


            Single HRA Account per Retiree or Separate per Life
                                                            Single account per retiree
                                                            Separate accounts per life


                                                                                     Eligible Expenses
                                               Premiums and all out-of-pocket expenses
                                                                                           Premiums only
                                       Premiums and non-Rx out-of-pocket expenses


13%
87%


20%


60%


59%


20%


28%


90% 100%


Exhibit 19—Medicare Participant Individual Market-Based Strategies: Current Plan     
Sponsor Strategy—HRA Design Features


n=82
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If you provide a subsidized HRA, which of the following best describes the annual single life subsidy 
amount for your largest group of retirees in 2015?      


Annual HRA Amount


Under $500


$500 to $999


$1,000 to $1,499


$1,500 to $1,999


$2,000 to $2,499


$2,500 to $2,999


$3,000 to $3,499


Over $3,500


Total


Count 


0


5


15


11


14


9


6


12


72


Percentage


0%


7%


21%


15%


19%


13%


8%


17%


100%


n=72


Medicare Program Outlook 
Driven by rising health care costs, funding deficits, and demographic changes, there have been a 


number of proposals recently considered at the federal level to address the Medicare program’s 


long-term financial challenges. The economy, federal budget deficits, and the political landscape 


will ultimately determine what types of changes are suggested and implemented, and the plan 


sponsor impact.


Plan sponsors need to understand the Medicare program changes under consideration including 


pure federal cost-shifting strategies, and begin positioning their programs to mitigate any potential 


unfavorable impact. Many plan sponsors will gravitate toward strategies that generally insulate 


them from the impact of changes to the Medicare program, such as individual market-based 


approaches.


Not surprisingly, Exhibit 21 shows that 91% of plan sponsors surveyed feel that tracking 


potential future changes in the Medicare program is at least somewhat important when setting                     


a longer-term retiree health care strategy. 


Exhibit 20—Medicare Participant Individual Market-Based Strategies: Current Plan     
Sponsor Strategy—HRA Subsidy Levels







24 2015 Retiree Health Care Survey


35% 
Somewhat
important


As you determine your longer-term retiree health care strategy, how important is it to understand the 
potential future changes in the Medicare program under consideration?      


Exhibit 21—Tracking Potential Changes in the Medicare Program: Plan Sponsor Feedback


9%
Not important


56%
Very importantn=349
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A robust individual health insurance market for Medicare-eligible retirees has been in place since 


the introduction of the Medicare Part D program in 2006, but the market has been significantly 


enhanced due to the Medicare Part D and Medicare Advantage changes introduced by health 


care reform. Beneficiaries can choose from a wide variety of Medicare Advantage, Medigap, and 


individual Part D plans offered through a variety of health plans across the country, with very 


few enrollment restrictions. With limited exceptions, plans are guaranteed issue and guaranteed 


renewable without medical underwriting. 


The 2014 introduction of state and federal health marketplaces has made the individual market 


more viable for pre-65 retiree populations. Employer interest will continue to grow as the new 


excise tax that goes into effect in 2018 renders some group plans less fiscally manageable for this 


population. Plan sponsors will generally start to migrate their pre-65 groups to individual market-


based exchange-supported strategies in 2016. The individual market strategy is the optimal way     


to minimize or eliminate the cash and accounting excise tax risk for this group.


Plan sponsors interested in leveraging this individual market typically partner with an administrative 


coordinator or “exchange” platform to facilitate guided access to the individual market.


Aon Hewitt currently offers a robust health care exchange—the Aon Retiree Health Exchange™—    


for both pre-Medicare and Medicare-eligible retirees. This exchange supports individual market 


health insurance purchasing and value-added ongoing services. For plan sponsors, the individual 


market-based retiree health care exchange strategy has become a viable alternative to traditional 


group-based health care delivery.


Under this approach, the plan sponsor may offer a tax-effective defined contribution health care 


subsidy toward the purchase of individual coverage, which participants secure through the 


exchange. The exchange provides a variety of decision-support services to help participants 


choose the plan that’s right for them from among hundreds of competing plans offering significant 


value. The exchange serves as a centralized administrative platform designed to assist seniors 


in understanding, evaluating, and enrolling in the individual plan of their choice, and provides 


ongoing customer service and advocacy well after the enrollment process is complete.


The Retiree Health ExchangeTM—  
A Model That Works Today
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Pre-Medicare Retiree Strategy 


Health care reform introduces changes impacting pre-Medicare-eligible populations, including an 


excise tax on high-cost health plans, a variety of individual market reforms, an individual coverage 


mandate, the creation of state-sponsored health insurance exchanges, and federal health care 


subsidies for those who qualify. Additionally, reform introduced a short-term program to help 


support high-cost pre-Medicare retiree health claims before 2014 for those plan sponsors that 


applied and agreed to meet specific federal requirements.


Excise Tax 


Beginning in 2018, a 40% excise tax will apply on the aggregate health plan cost in excess of 


specified federal dollar thresholds. This tax can impact active, pre-Medicare, and Medicare-eligible 


populations but because the cost of pre-Medicare health insurance is so high relative to active 


and Medicare-eligible populations, plan sponsors have been initially focused on the pre-Medicare 


population when attempting to understand the potential impact of the new tax.


Additionally, even though the tax does not take effect until 2018, plan sponsors must begin 


accounting for any material impact of the excise tax immediately under retiree welfare accounting 


standards. Some plan sponsors have already made changes to their retiree strategy simply to offset 


the immediate increase in accounting costs associated with this new tax, and others are expected 


to do so in the near future. 


Exhibit 22 shows that many plan sponsors are currently leveraging high-deductible health plans 


(HDHPs) with health savings accounts (HSAs) to provide retirees with a lower-cost option while 


helping them save for their own health care costs in retirement.


Exhibit 23 shows that the most common approach sponsors anticipate using to mitigate the excise 


tax is to change plan features such as deductibles, copayments, and coinsurance. Moving to a 


defined contribution strategy and sourcing coverage through the state exchanges is also being 


viewed as a key option.
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Exhibit 22—Excise Tax Mitigation Strategies: HDHP/HSA Prevalence


Do you currently offer a health savings account (HSA) in conjunction with a high-deductible health 
plan (HDHP) to help current and/or future retirees save for their own health care costs in retirement?     


Offer Retirees HSA/HDHP Eligible Populations


43%


55%


No
55%


Yes
45%


Current retirees only


Current and future retirees


Future retirees/actives only


n=349 n=156


2%


Exhibit 23—Excise Tax Mitigation Strategies: HDHP/HSA Prevalence


n=260


0% 5% 10% 15% 20% 25% 30% 35%


No changes to be made; we will 
assume the additional cost


Eliminating pre-65 coverage 
in the employer plan altogether


No changes to be made; current strategy
adequately mitigates the excise cost


Changing retiree premium 
cost-sharing requirements


Sourcing coverage through the exchanges
under a defined contribution approach


Changing plan features to reduce plan
 costs (e.g., managing deductibles, copays, 


coinsurance, etc., or utilizing an 
HSA/HDHP strategy)


Other


12% 2%18%


2%


8%


8%


3%


8%


7%


7%


8%


3%


12% 2%18%


2% 3%3%


1%


1%


2%


1%


1%


#1 Ranking #2 Ranking #3 Ranking


Which of the following long-term strategies are you favoring with respect to pre-65 retiree coverage to 
mitigate the excise tax?
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2014 Individual Market Reforms and Coverage Mandate
Reform introduced a variety of individual health insurance market reforms for 2014, including 


guaranteed-issue health care coverage without medical underwriting for federally prescribed benefit 


packages delivered through state-sponsored health care exchanges. 


Pre-Medicare-eligible individuals (and families) can qualify for federal subsidies for state exchange-


based coverage to reduce the cost of coverage. Subsidies are available to those with incomes less 


than four times the Federal Poverty Level, which varies by state and family size. 


All U.S. citizens were required to have qualified coverage by 2014 or face a tax penalty. Pre-Medicare 


participants can satisfy the mandate by having qualified individual or group-based coverage. 


State-Sponsored Health Insurance Exchanges and Federal Subsidies
Health care reform requires states to establish health insurance exchanges by 2014 to allow pre-


Medicare-eligible citizens to access federally standardized individual health care coverage, with the 


following common characteristics:


•   The exchanges must offer four “metallic” benefit levels, with varying overall actuarial benefit


     values—platinum (90%), gold (80%), silver (70%), and bronze (60%). 


•   Premiums are age-banded and the highest premium for a particular plan cannot exceed


     three times the lowest premium for that plan, which generally results in a subsidization of 


     older participants by younger participants.


•   Federal subsidies are available for individuals earning up to four times the Federal Poverty Level.


 


These new programs are designed to create a cost-effective individual market for pre-Medicare 


participants beginning in 2014 with very few, if any, barriers to purchasing coverage. As a result, 


many plan sponsors are likely to consider this new individual health insurance market as a viable pre-


Medicare retiree benefit sourcing strategy in the near future.
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Due to the newness of the public marketplaces, evolving implementation rules, deadlines, 


exemptions, and legal challenges, plan sponsors generally will not start to migrate to individual 


market-based exchange-supported strategies until at least 2016, assuming the market has stabilized. 


Additionally, there is a range of near-term political, operational, legal, and economic uncertainties 


that need to be clarified before many plan sponsors will be comfortable sending retirees to the 


public marketplaces to secure coverage for the long term.


Plan sponsors can leverage the new public marketplaces in two fundamental ways. They can choose 


to eliminate the current group-based program and send retirees to the public marketplace on a full 


replacement basis, or they can make individual coverage on the public marketplace available as a 


formal alternative to the current group program, and facilitate evaluation and enrollment in that 


individual coverage.


Because of the newness of the market, Exhibit 24 shows that very few plan sponsors have chosen to 


directly leverage the new public marketplaces for 2015 to any extent. 
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Exhibit 24—Leveraging the New Public Marketplaces In 2015


Have you already decided to move any portion of your pre-65 retiree population to the state 
exchanges to secure coverage for 2015?     


Move Pre-65 Retirees to State Exchange? Eligible Populations


56%


28%


No
91%


Yes
9%


n=349 n=32


16%


52%


34%


No
94%


Yes
6%


n=349 n=21


14%


Current retirees only


Current and future retirees


Future retirees/actives only


Current retirees only


Current and future retirees


Future retirees/actives only


Full Replacement Strategy


Optional Strategy







 Aon Hewitt 31


Premium tax credit regulations indicate that if an individual enrolls in an employer-sponsored 


group health plan considered to provide Minimum Essential Coverage (MEC), he/she is not eligible 


for the premium tax credit offered through a public marketplace. Employer-sponsored health 


reimbursement arrangements (HRAs) are considered self-insured group health plans and appear to 


fall within the definition of an employer-sponsored MEC. 


Therefore, implementing employer-sponsored HRAs that automatically enroll pre-Medicare retirees 


would preclude retirees from securing a federal subsidy on a state exchange, regardless of income. 


In order to maximize retiree federal subsidy opportunities, plan sponsors will generally make the 


HRA optional for retirees so they can determine whether to enroll in the HRA or opt out and secure 


the federal subsidy, if greater.


Exhibit 25 shows that, for the very few plan sponsors leveraging the public marketplaces in 2015 for 


pre-Medicare retirees, many are subsidizing the retiree to some extent—with an HRA the funding 


strategy of choice.
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Exhibit 25—Subsidizing Retirees on the New Public Marketplaces in 2015


Subsidize State Exchanges? Subsidy Strategy


100%
No


57%
Yes


43%


n=21 n=9


Through an HRA


Full Replacement Strategy


100%No
75%


Yes
25%


n=32 n=8


Through an HRA


Optional Strategy


Have you already decided to provide any of the pre-65 retirees you are sending to the state exchanges 
to secure coverage with a company subsidy to support premiums, out-of-pocket cost reimbursements, 
or both?


With respect to the future, Exhibit 26 shows that many plan sponsors expect to change their 


pre-Medicare retiree strategy to leverage the new state exchanges in the future, but a significant 


number are also expected to continue to offer group coverage with no change in strategy.  


Assuming the market stabilizes, most plan sponsors interested in leveraging state exchanges will 


likely begin to do so in earnest beginning in 2016.
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Exhibit 26—Pre-Medicare Participant Individual Market-Based Strategies: Initial            
Market Feedback


In light of the PPACA changes, which of the following long-term strategies are you favoring with respect 
to pre-65 retiree coverage?     


0% 5% 10% 15% 20% 25% 30% 35%


Eliminate pre-65 retiree 
coverage and subsidies altogether


No anticipated change in strategy


Defined contribution strategy
with individual market/state


exchange-based benefit sourcing


Other


12% 2%


18%


6% 17%


11%17%


5%


13% 4%18%


1%1%


#1 Ranking #2 Ranking #3 Ranking


1%


6%


n=228
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Settlement strategies allow a plan sponsor to fully or partially terminate its retiree medical program 


and eliminate the ongoing program cost and administrative commitment by providing a type of 


retiree benefit “buy-out.” 


Although not common, settlements represent the purest retiree medical “exit strategy” and provide 


retirees with some level of benefit security, but typically less than what the plan sponsor was 


supporting on a going-concern basis.


Where applied, such strategies have been used by companies under significant financial duress 


or in bankruptcy proceedings to remove the retiree medical obligation from the balance sheet 


while still providing retirees with some level of benefit. These approaches may also be appealing in 


merger and acquisition scenarios so the new organization can eliminate the ongoing retiree medical 


program expense.


Settlements can take many forms. Also, there are a number of variables that impact whether a plan 


sponsor will seriously consider a settlement, the option chosen, the process followed, and the 


ultimate financial impact, including: 


•   Overall legacy benefit and bargaining commitments to retirees; 


•   Financial objectives, economic conditions, and interest rates; 


•   Accounting, cash flow, and tax implications; and


•   Political and public relations implications.


Retiree Health Care Settlement Strategies


Exhibit 27 shows the spectrum of general retiree medical settlement options and the key 


characteristics of each. 
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Exhibit 27—Retiree Health Care Settlement Strategies: Strategy Spectrum 


While not expected to be significant in number, a few plan sponsors will likely at least consider 


settlements in the future for a variety of reasons, including mitigating the impact of potential future 


U.S. social welfare program reforms.


Exhibit 28 shows feedback from surveyed plan sponsors concerning retiree medical settlements, and 


indicates that there is some plan sponsor interest in these strategies.


Purchase Life Annuities to Support Ongoing Retiree Benefits
• Purchase annuities from an insurance company on individual retiree lives (pension settlement analogy)
• Identify a bank/trustee to establish a trust to own the group annuity contract and support tax-effective
   retiree premium reimbursements
• Source coverage through the individual market supported by an exchange


Establish and Fund a VEBA Trust to Support Retiree Benefits
• Fund a VEBA with a one-time lump-sum cash/stock payment to support ongoing retiree benefits
• Cede control of the design, funding, investment, and delivery of benefits to a trustee
• Commit to no future payments to VEBA; benefits would be adjusted if assets are not sufficient
• Source coverage through the individual market supported by an exchange


Make Direct Cash Payments to Retirees
• Pay out lump-sum amounts directly to retirees, with or without 
   gross-up for taxes 
• Commit to no future retiree payments
• May provide information about coverage options in the market


Termination with No Benefit
• Complete program shutdown
• May provide information about coverage
   options in the market
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If the market environment could support a retiree medical settlement on a cost-effective basis, would 
you consider a retiree health care settlement strategy for all or a portion of your retiree group?


Exhibit 28—Retiree Health Care Settlement Strategies: Market Interest 


Unsure
49%


No
26%


Yes
25%


n=349
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Plan sponsors are motivated by opportunities to reduce cost, risk, and administrative burden 


through specific strategies made possible under health care reform. 


Though several key provisions in the new law take effect in the future, plan sponsors are generally 


not waiting to evaluate and refine their programs. Many are making changes now—or in the very 


near future—to realize immediate accounting savings while giving themselves and retirees time to 


understand and prepare for additional changes.


While the political environment will continue to focus on health care reform, the retiree health 


care marketplace will continue to evolve to facilitate strategies that benefit both plan sponsors and 


retirees, with a significant focus on individual market-based retiree health care sourcing strategies. 


Additionally, with broader U.S. social welfare program reforms (Medicare, Medicaid, Social Security) 


likely on the horizon due to federal budget deficits and U.S. demographic changes, plan sponsors 


are looking for ways to mitigate any potential negative impact of such macroeconomic changes on 


their programs and ongoing costs. Many plan sponsors will find that health care reform-facilitated 


individual market strategies, which remove the sponsor from the intermediary role between its 


retirees and the Medicare program, will position them favorably for the inevitable broader social 


welfare program changes. 


The anticipated future political and legislative activity and consistent, critical cost and health care 


challenges make this an unprecedented time in health care. The decisions plan sponsors make 


now—to review their retiree health care strategy and set a long-term direction—will have a profound 


impact. For both plan sponsors and retirees, new and emerging retiree health care strategies can 


provide superior benefit value at reduced costs.


Conclusions and Future Outlook 
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Industry 


Aerospace/Defense 


Agriculture 


Associations/Foundations 


Automotive/Transport Manufacturing


Banking 


Beverages 


Business Services 


Charitable Organizations 


Chemicals 


Computer Hardware 


Computer Services 


Conglomerate 


Construction 


Consumer Products Manufacturing


Districts and Authorities 


Diversified Manufacturing 


Diversified Nonmanufacturing 


Education 


Electronics/Electrical 


Energy 


Entertainment/Comm/Publishing 


Exhibit 29—Participants by Industry
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Industry 


Federal Government 


Financial Services 


Food 


Health Care 


Industrial Manufacturing 


Insurance 


Local Government 


Media 


Metals/Mining 


Pharmaceuticals 


Public Higher Education 


Public School System 


Retail 


State Government 


Telecom Services 


Transportation


Transportation Services 


Utilities 


Wholesale and Distribution 


Private Other 


Public Entities Other


Total Number of Survey Participants
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1
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4
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7


3


8


17


3
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243,135


190,342


4,617


13,537


55,113


228


73,516


19,151


999,721


29,805


26,747


4,222


12,898


101,133


60,628


104,288


700


47,151


52,338


27,662


14,780


4,331


596,684


301,951


6,927


22,681


104,557


1,176


53,477


52,635


2,199,412


41,524


32,402


5,142


17,659


185,832


79,971


147,751


1,500


54,968


84,559


41,736


20,538


7,081


839,819


492,293


11,544


36,218


159,670


1,404


126,993


71,786


3,199,133


Number of
Plan


Sponsors


Number 
of Active


Employees


Number 
of Pre-65


Retirees


Number 
of Post-65 


Retirees


Number 
of Total
Retirees







40 2015 Retiree Health Care Survey


Nearly 40% of survey participants have 10,000 or more employees. The median number of U.S. 


employees is 6,525 and the average is 17,604. With regard to U.S. retirees, 56% of participants have 


1,000 or more retirees, the median number is 1,350, and the average is 9,167.


Exhibit 30—Participants by Company Size


Total U.S. Employees


Under 1,000 
14%


1,000–4,999 
30%


5,000–9,999 
19%


10,000–24,999
20% 


25,000 or more 
18%


Total U.S. Retirees


Under 1,000 
44%


1,000–4,999 
29%


5,000–9,999 
11%


10,000–24,999 
8%


25,000 or more 
8%







Contacts
For questions about this survey, contact:
Alesha Henley 
Marketing Manager
Aon Hewitt 
4 Overlook Point 
Lincolnshire, IL 60069 
+1.847.442.1995 
alesha.henley@aonhewitt.com


Aon Hewitt Retiree Health Care Sub-Practice


For questions about the Aon Hewitt Retiree Health Care 
Sub-Practice or how Aon Hewitt can help support your 
retiree strategy needs, contact:
John V. Grosso, FSA, MAAA 
Senior Vice President
Aon Hewitt 
Health & Benefits Consulting Practice
45 Glover Avenue 
Norwalk, CT 06850 
+1.203.523.8416 
john.grosso@aonhewitt.com


For questions about the Aon Retiree Health ExchangeTM, 
contact:
Michelle Futhey 
National Market Leader
Aon Exchange Solutions
8182 Maryland Avenue 
Clayton, MO 63105
+1.314.713.9268
michelle.futhey@aonhewitt.com


Aon Retiree Health ExchangeTM


Retiree health care consulting is a core competency at           


Aon Hewitt, which goes well beyond simply valuing employer 


liabilities and focuses on retiree health care strategy, design, 


compliance, and cost management.


Aon Hewitt’s Retiree Health Care Sub-Practice is a dedicated 


team of health care and retirement actuaries, generalists, and 


specialists—including pharmacists and legal consultants—who 


are focused on retiree health care strategy innovation, market/


vendor tracking, and client solution development.


This national team drives Aon Hewitt’s retiree strategy 


consulting for public and private employers, including the 


implications of health care reform, Medicare Part D, Early 


Retirement Reinsurance Program, Medicare Advantage, 


individual market strategy development, funding, and 


captives.


As the market shifts toward individual market-based benefit 


sourcing, many employers are looking to leverage an 


exchange partner to help their retirees enroll in individual 


coverage. The Aon Retiree Health Exchange™ offers a trusted 


way for employers to transition retirees to the individual 


marketplace by providing expert one-on-one guidance and 


support to help them shop, compare, and enroll in the right 


plan for them.


The Aon Retiree Health Exchange features a broad range of 


insurance products to help retirees find quality coverage for 


every type of need: medical, prescription, vision, and dental. 


Our dedicated, licensed benefit advisors help retirees narrow 


down their choices to find the best option to meet their 


individual needs—providing unparalleled peace of mind and 


confidence to retirees and employers alike. The Aon Retiree 


Health Exchange is recommended by the National Council on 


Aging (NCOA), in part because of the lengths to which we go 


in helping retirees make informed choices and get the most 


out of their coverage.


Support doesn’t end at enrollment. Retirees have access to 


advocates who are engaged and accessible for as long as 


retirees own their coverage.







About Aon 
Aon plc (NYSE:AON) is a leading global provider    
of risk management, insurance brokerage and 
reinsurance brokerage, and human resources 
solutions and outsourcing services. Through its 
more than 69,000 colleagues worldwide, Aon unites 
to empower results for clients in over 120 countries 
via innovative risk and people solutions. For further 
information on our capabilities and to learn how we 
empower results for clients, please visit: 
http://aon.mediaroom.com.  


© Aon plc 2015. All rights reserved.
The information contained herein and the statements expressed are of 
a general nature and are not intended to address the circumstances of 
any particular individual or entity. Although we endeavor to provide 
accurate and timely information and use sources we consider reliable, 
there can be no guarantee that such information is accurate as of the 
date it is received or that it will continue to be accurate in the future. 
No one should act on such information without appropriate profes-
sional advice after a thorough examination of the particular situation. 


Risk. Reinsurance. Human Resources.
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Aon Hewitt annually provides health care trend data based on information provided by leading health care vendors. This information is intended to assist in evaluating health insurance premium renewals and developing self-funded health plan claim projections.

Comparing the most recent trend results to Aon Hewitt’s prior survey (2014), medical trend expectations have decreased reflecting the low emerging medical trends consistent with most industry sources. However, pharmacy costs have increased significantly and carriers expect low double-digit trends. Based on carrier responses, forecasted trends on renewals for 2015 are roughly 1%–1.5% lower than trends in our prior survey for most major plan types.

While overall medical trends are down, they are still well above general inflation and remain critically and unsustainably high for employers and employees. There is significant uncertainty regarding pharmacy trends and a wide variation in projected trends by carriers and PBM.

While health care vendors have overstated trends for the last few years, they still anticipate costs to continue rising at 6.5%–7.5% per year. Carriers continue to see price inflation as the single largest driver of increased medical costs, though increasing patient demand for services, an aging population, increasing medical technology costs, unhealthy lifestyle choices, provider consolidation, and cost shifting from social insurance programs such as Medicaid and Medicare to commercial plans all contribute to the trend increase.

While health care vendors expect trends to increase, many employers remain highly focused on managing year-to-year cost increases. To their advantage, the current market dynamics and opportunities have accelerated innovation. Employers have greater opportunity to adopt advanced approaches and make smarter decisions about networks, payments, and delivery systems for health care providers and pharmacy benefits. To that end, employers are still gravitating toward existing cost control tactics while keeping an eye on the near future to understand what new tools may be applicable to their specific workforces as a means to reduce health care spend.
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Some observations from Aon Hewitt’s 2015 carrier trend forecast survey:

Trends for most active medical plan types range from 7.0% to 7.6% (excluding indemnity), compared to 7.7% to 9.0% in our prior survey.

The active medical trends are higher than those developed from the S&P National Healthcare Claims Medical Total Cost Index. The S&P Healthcare Indices are developed in conjunction with Aon Hewitt and provide an independent estimate of the change in cost of health care in the United States. Per the December 2014 S&P National ASO Healthcare Claims Medical Total Cost Index, health care costs increased 3.9% over the past 12 months, prior to adjusting for employer plan design leveraging. Adjusting the S&P Index values for typical design leveraging would result in trends of roughly 5.0% to 6.0%. The S&P Index represents historical trends whereas our carrier survey represents future expectations which are higher at 7.0% to 7.6%.

For future trends (2015–2017), most carriers expect trend to remain largely stable.

The medical trend rates for Medicare Supplement and Medicare Advantage have continued their decreases in anticipated trend. Trend expectations for Medicare plans are anticipated to decrease roughly 1%.

Specialty pharmacy trends continue to show dramatic increases. General pharmacy trends are at 10.0% (including specialty drugs), but jump up to 22.7% for specialty pharmacy only. In carrier responses, some health plans were not able to carve out trends for specialty pharmacy only. If we look only at PBM responses—where all respondents were able to carve out trends for specialty drugs—the trends are slightly higher with general pharmacy at 11.3% and specialty pharmacy at 25.7%.

Dental trend decreased slightly, but vision trend was unchanged from our prior survey.
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We collected data from over 60 leading medical, dental, pharmacy, and vision vendors related to their forecasted health care trend rates for the 12-month rating periods beginning between January and June of 2015. Below is a summary of average trends based on this data.

		

		Rates



		Plan Type

		With Rx[footnoteRef:1] [1:  Vendor responses for rates combining medical and Rx include only those vendors that reported trends on a combined basis. Some vendors only reported Rx trends or medical trends.] 


		Without Rx



		Medical—Actives & Retirees <65

		

		



		HMO

		7.1%

		6.8%



		PPO

		7.6%

		7.0%



		POS

		7.6%

		6.9%



		Indemnity

		8.8%

		8.3%



		CDH

		7.0%

		6.9%



		Medical—Retirees Age 65+

		

		



		Medicare Supplement

		3.0%

		2.5%



		Medicare Advantage

		2.8%

		2.5%



		Pharmacy

		

		



		General

		10.0%

		



		Specialty

		22.7%

		



		Dental

		

		



		DHMO

		3.9%

		



		PPO

		4.7%

		



		Indemnity

		5.7%

		



		Vision

		2.5%

		










Trend Rate History

The following table and corresponding charts summarize our most recent survey and historical survey results:

		Plan Type

		Spring 2008

		Spring 2009

		Summer 2010

		Summer 2011

		Summer
2012

		Summer
2013

		

Summer
2014

		
Summer
2015



		Medical—Actives & Retirees <65 (with Rx)

		

		

		

		

		

		

		

		



		HMO

		10.6%

		10.4%

		10.5%

		9.8%

		8.8%

		8.2%

		7.9%

		7.1%



		PPO

		10.5%

		10.4%

		10.6%

		10.0%

		9.1%

		8.4%

		8.7%

		7.6%



		POS

		10.7%

		10.7%

		10.7%

		9.9%

		9.2%

		9.0%

		9.0%

		7.6%



		Indemnity

		12.4%

		11.9%

		12.4%

		10.1%

		9.7%

		9.2%

		10.2%

		8.8%



		CDH

		10.5%

		10.5%

		11.0%

		9.7%

		9.0%

		8.6%

		7.7%

		7.0%



		Medical—Actives & Retirees <65 (without Rx)

		

		

		

		

		

		

		

		



		HMO

		10.8%

		10.5%

		10.8%

		10.1%

		9.0%

		8.3%

		8.3%

		6.8%



		PPO

		10.5%

		10.5%

		10.9%

		10.3%

		9.4%

		8.6%

		8.5%

		7.0%



		POS

		10.9%

		11.0%

		10.9%

		10.0%

		9.4%

		9.0%

		9.0%

		6.9%



		Indemnity

		12.6%

		12.4%

		12.8%

		10.5%

		9.8%

		9.3%

		10.1%

		8.3%



		CDH

		10.3%

		10.4%

		11.1%

		9.8%

		9.5%

		8.8%

		8.3%

		6.9%



		Medical—Retirees Age 65+
(with Rx)

		

		

		

		

		

		

		

		



		Medicare Supplement

		7.3%

		6.6%

		7.5%

		6.5%

		5.5%

		4.3%

		4.2%

		3.0%



		Medicare Advantage

		7.7%

		7.3%

		6.7%

		6.1%

		5.9%

		4.5%

		3.0%

		2.8%



		Medical—Retirees Age 65+ (without Rx)

		

		

		

		

		

		

		

		



		Medicare Supplement

		7.3%

		6.6%

		7.8%

		6.4%

		5.9%

		4.3%

		3.8%

		2.5%



		Medicare Advantage

		7.0%

		7.0%

		6.3%

		6.0%

		5.8%

		4.4%

		2.8%

		2.5%



		Pharmacy

		

		

		

		

		

		

		

		



		General

		9.4%

		9.3%

		8.4%

		6.9%

		6.5%

		6.5%

		6.3%

		10.0%



		Specialty

		12.4%

		13.2%

		14.0%

		14.5%

		14.8%

		16.6%

		18.2%

		22.7%



		Dental

		

		

		

		

		

		

		

		



		DHMO

		4.2%

		4.1%

		4.2%

		4.0%

		4.0%

		4.1%

		4.3%

		3.9%



		PPO

		6.3%

		5.9%

		6.0%

		5.4%

		5.0%

		4.5%

		4.9%

		4.7%



		Indemnity

		7.0%

		6.5%

		6.8%

		6.0%

		5.5%

		5.6%

		5.7%

		5.7%



		Vision

		3.1%

		2.9%

		2.9%

		3.6%

		3.7%

		3.5%

		2.5%

		2.5%










Medical Plans With Rx



Medical Plans Without Rx






Dental Plans





Prescription Programs








Medicare Supplement & Medicare Advantage Post-65 Plans
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Trend Rate Overview

The trend rates shown in this report represent national averages and are the predicted increase in claims cost. Trend increases for a specific company may vary significantly from these trend rates due to regional cost variations, company plan design, company demographics, and other factors. In addition, insured rate increases may be higher or lower than these trend rates based on an insurance company’s profitability, the plan’s claims loss ratio, the plan design, insured demographics, and other factors. It is important to note that these trend rates might not be appropriate for other purposes. Consultants should consider their specific client circumstances in selecting the appropriate trend rate. For example, standards such as ASC 715-60 and Actuarial Standards of Practice might dictate the use of alternative trend rate assumptions.

These trend rates include the following components:

Price Inflation—Price inflation is the average increase in the cost of goods and services of health care providers for medical, prescription drug, dental, and vision.

Fixed-Dollar Leveraging—Fixed-dollar leveraging is the cost added to a health plan due to the subtraction of unchanging deductibles, copays, or out-of-pocket maximums from a trended claim amount. To illustrate this with an example, suppose a claim of $5,000 increases by 10% in the next year to $5,500 and a plan has a $500 deductible that remains fixed. The net plan cost in this case increases from $4,500 to $5,000, or by a net trend of 11%. The fixed-dollar leveraging leads to the difference between the 11% and the 10%. Fixed-dollar leveraging has a significantly larger impact on CDH plans than on other plan types.

Utilization—This is the increase in the number of medical procedures performed in response to an aging population, new medical techniques, and more aggressive treatments of conditions.

Technological Advances—This is the change in cost due to new procedures replacing old procedures. Examples of technological advances include organ transplants, artificial organs, diffusion tensor magnetic resonance imaging, therapeutic cloning, and positron-emission tomography (PET) scans.

Cost Shifting—This is an individual provider’s shifting of costs from fixed or discount payers to reasonable and customary payers such as insurance companies or self-funded employers. Discount payers include Medicare, Medicaid, and managed care plans.
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The following companies contributed to the Aon 2015 Health Care Trend Survey:

		Plan Type

		Companies

		



		Medical

		Aetna Health Plans

Anthem BCBS United of Wisconsin

Anthem Blue Cross

Anthem Blue Cross and Blue Shield (Maine)

Anthem Blue Cross and Blue Shield (Virginia)

Anthem Blue Cross Blue Shield (Colorado)

Anthem Blue Cross Blue Shield (Nevada)

Anthem Blue Cross Blue Shield Indiana

Anthem Blue Cross Blue Shield Kentucky

Anthem Blue Cross Blue Shield Missouri

Anthem Blue Cross Blue Shield of Connecticut

Anthem Blue Cross Blue Shield of New Hampshire

Anthem Blue Cross Blue Shield Ohio

Blue Cross and Blue Shield of Central New York

Blue Cross and Blue Shield of Illinois

Blue Cross and Blue Shield of Kansas City

Blue Cross and Blue Shield of Louisiana

Blue Cross and Blue Shield of Minnesota

Blue Cross and Blue Shield of Nebraska

Blue Cross and Blue Shield of New Mexico

Blue Cross and Blue Shield of North Carolina

Blue Cross and Blue Shield of Oklahoma

Blue Cross and Blue Shield of Tennessee

Blue Cross and Blue Shield of the Rochester Area

Blue Cross and Blue Shield of Utica-Watertown

Blue Cross Blue Shield of Alabama

Blue Cross Blue Shield of Arizona

Blue Cross Blue Shield of Georgia

		Blue Cross Blue Shield of Iowa

Blue Cross Blue Shield of Massachusetts

Blue Cross Blue Shield of Michigan

Blue Cross Blue Shield of Texas

Blue Shield of California

Capital Blue Cross

CareFirst Blue Cross Blue Shield (DC/MD)

Cigna HealthCare

Empire Blue Cross Blue Shield New York

Florida Blue

Health Partners

Highmark (BCBS)

Highmark (West Virginia)

Highmark BS

Highmark Delaware

Horizon Blue Cross Blue Shield of New Jersey

Humana Health Plans, Inc.

Independence Blue Cross

Kaiser Permanente

Medica

Premera Blue Cross (Washington)

Premera Blue Cross Blue Shield Alaska

Regence Blue Cross Blue Shield of Oregon

Regence Blue Cross Blue Shield of Utah

Regence Blue Shield

Regence Blue Shield of Idaho

UnitedHealthcare

Blue Cross Blue Shield of South Dakota



		Medicare/
Post-65 Retiree Medical

		Aetna Health Plans

Blue Cross and Blue Shield of Central New York

Blue Cross and Blue Shield of Illinois

Blue Cross and Blue Shield of Kansas City

Blue Cross and Blue Shield of Louisiana

Blue Cross and Blue Shield of Minnesota

Blue Cross and Blue Shield of Nebraska

Blue Cross and Blue Shield of New Mexico

Blue Cross and Blue Shield of North Carolina

Blue Cross and Blue Shield of Oklahoma

Blue Cross and Blue Shield of Tennessee

Blue Cross and Blue Shield of the Rochester Area

Blue Cross and Blue Shield of Utica-Watertown

Blue Cross Blue Shield of Alabama

Blue Cross Blue Shield of Iowa

Blue Cross Blue Shield of Massachusetts

		Blue Cross Blue Shield of Michigan

Blue Cross Blue Shield of Texas

Capital Blue Cross

CareFirst Blue Cross Blue Shield (DC/MD)

Cigna HealthCare

Florida Blue

Health Partners

Highmark (BCBS)

Highmark (West Virginia)

Highmark BS

Highmark Delaware

Horizon Blue Cross Blue Shield of New Jersey

Independence Blue Cross

Premera Blue Cross (Washington)

Premera Blue Cross Blue Shield Alaska

Wellmark Blue Cross Blue Shield of South Dakota



		Dental

		Aetna Health Plans

Anthem BCBS United of Wisconsin

Anthem Blue Cross

Anthem Blue Cross and Blue Shield (Maine)

Anthem Blue Cross and Blue Shield (Virginia)

Anthem Blue Cross Blue Shield (Colorado)

Anthem Blue Cross Blue Shield (Nevada)

Anthem Blue Cross Blue Shield Indiana

Anthem Blue Cross Blue Shield Kentucky

Anthem Blue Cross Blue Shield Missouri

Anthem Blue Cross Blue Shield of Connecticut

Anthem Blue Cross Blue Shield of New Hampshire

Anthem Blue Cross Blue Shield Ohio

Blue Cross and Blue Shield of Central New York

Blue Cross and Blue Shield of Illinois

Blue Cross and Blue Shield of Kansas City

Blue Cross and Blue Shield of Nebraska

Blue Cross and Blue Shield of New Mexico

Blue Cross and Blue Shield of North Carolina

Blue Cross and Blue Shield of Oklahoma

Blue Cross and Blue Shield of Tennessee

Blue Cross and Blue Shield of the Rochester Area

Blue Cross and Blue Shield of Utica-Watertown

Blue Cross Blue Shield of Alabama

Blue Cross Blue Shield of Arizona

Blue Cross Blue Shield of Georgia

Blue Cross Blue Shield of Iowa

		Blue Cross Blue Shield of Massachusetts

Blue Cross Blue Shield of Michigan

Blue Cross Blue Shield of Texas

Blue Shield of California

Capital Blue Cross

CareFirst Blue Cross Blue Shield (DC/MD)

Cigna HealthCare

Dominion

Empire Blue Cross Blue Shield New York

Highmark (BCBS)

Highmark (West Virginia)

Highmark BS

Highmark Delaware

Horizon Blue Cross Blue Shield of New Jersey

Humana Health Plans, Inc.

Independence Blue Cross

Kaiser Permanente

Medica

Premera Blue Cross (Washington)

Premera Blue Cross Blue Shield Alaska

Regence Blue Cross Blue Shield of Oregon

Regence Blue Cross Blue Shield of Utah

Regence Blue Shield

Regence Blue Shield of Idaho

UnitedHealthcare

Wellmark Blue Cross Blue Shield of South Dakota



		Pharmacy

		Aetna Health Plans

Anthem BCBS United of Wisconsin

Anthem Blue Cross

Anthem Blue Cross and Blue Shield (Maine)

Anthem Blue Cross and Blue Shield (Virginia)

Anthem Blue Cross Blue Shield (Colorado)

Anthem Blue Cross Blue Shield (Nevada)

Anthem Blue Cross Blue Shield Indiana

Anthem Blue Cross Blue Shield Kentucky

Anthem Blue Cross Blue Shield Missouri

Anthem Blue Cross Blue Shield of Connecticut

Anthem Blue Cross Blue Shield of New Hampshire

Anthem Blue Cross Blue Shield Ohio

Blue Cross and Blue Shield of Central New York

Blue Cross and Blue Shield of Illinois

Blue Cross and Blue Shield of Kansas City

Blue Cross and Blue Shield of Louisiana

Blue Cross and Blue Shield of Minnesota

Blue Cross and Blue Shield of Nebraska

Blue Cross and Blue Shield of New Mexico

Blue Cross and Blue Shield of Oklahoma

Blue Cross and Blue Shield of Tennessee

Blue Cross and Blue Shield of the Rochester Area

Blue Cross and Blue Shield of Utica-Watertown

		Blue Cross Blue Shield of Michigan

Blue Cross Blue Shield of Texas

Blue Shield of California

Capital Blue Cross

CareFirst Blue Cross Blue Shield (DC/MD)

Cigna HealthCare

CVS Caremark

Empire Blue Cross Blue Shield New York

Express Scripts

Florida Blue

Highmark (BCBS)

Highmark (West Virginia)

Highmark BS

Highmark Delaware

Horizon Blue Cross Blue Shield of New Jersey

Humana Health Plans, Inc.

Independence Blue Cross

Kaiser Permanente

Medica

OptumRx (formerly Prescription Solutions)

Premera Blue Cross (Washington)

Premera Blue Cross Blue Shield Alaska

Prime Therapeutics

Regence Blue Cross Blue Shield of Oregon



		Pharmacy
(Continued)

		Blue Cross Blue Shield of Alabama

Blue Cross Blue Shield of Arizona

Blue Cross Blue Shield of Georgia

Blue Cross Blue Shield of Iowa

Blue Cross Blue Shield of Massachusetts

		Regence Blue Cross Blue Shield of Utah

Regence Blue Shield

Regence Blue Shield of Idaho

UnitedHealthcare

Wellmark Blue Cross Blue Shield of South Dakota



		Vision

		Aetna Health Plans

Anthem BCBS United of Wisconsin

Anthem Blue Cross

Anthem Blue Cross and Blue Shield (Maine)

Anthem Blue Cross and Blue Shield (Virginia)

Anthem Blue Cross Blue Shield (Colorado)

Anthem Blue Cross Blue Shield (Nevada)

Anthem Blue Cross Blue Shield Indiana

Anthem Blue Cross Blue Shield Kentucky

Anthem Blue Cross Blue Shield Missouri

Anthem Blue Cross Blue Shield of Connecticut

Anthem Blue Cross Blue Shield of New Hampshire

Anthem Blue Cross Blue Shield Ohio

Blue Cross and Blue Shield of Central New York

Blue Cross and Blue Shield of North Carolina

Blue Cross and Blue Shield of Tennessee

Blue Cross and Blue Shield of the Rochester Area

Blue Cross and Blue Shield of Utica-Watertown

Blue Cross Blue Shield of Georgia

Blue Cross Blue Shield of Michigan

		Blue Shield of California

Capital Blue Cross

CareFirst Blue Cross Blue Shield (DC/MD)

Cigna HealthCare

Dominion

Empire Blue Cross Blue Shield New York

Highmark (BCBS)

Highmark (West Virginia)

Highmark BS

Highmark Delaware

Horizon Blue Cross Blue Shield of New Jersey

Humana Health Plans, Inc.

Independence Blue Cross

Premera Blue Cross (Washington)

Premera Blue Cross Blue Shield Alaska

Regence Blue Cross Blue Shield of Oregon

Regence Blue Cross Blue Shield of Utah

Regence Blue Shield

Regence Blue Shield of Idaho

UnitedHealthcare
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Copyright 2015 Aon plc



HMO	Spring	
2008	Spring	
2009	Summer 2010	Summer 2011	Summer 2012	Summer 2013	Summer 2014	Summer 2015	0.106	0.104	0.105	9.8000000000000004E-2	8.7999999999999995E-2	8.2000000000000003E-2	7.9000000000000001E-2	7.0999999999999994E-2	PPO	Spring	
2008	Spring	
2009	Summer 2010	Summer 2011	Summer 2012	Summer 2013	Summer 2014	Summer 2015	0.107	0.107	0.107	9.9000000000000005E-2	9.1999999999999998E-2	0.09	0.09	7.5999999999999998E-2	POS	Spring	
2008	Spring	
2009	Summer 2010	Summer 2011	Summer 2012	Summer 2013	Summer 2014	Summer 2015	0.105	0.104	0.106	0.1	9.0999999999999998E-2	8.4000000000000005E-2	8.6999999999999994E-2	7.5999999999999998E-2	Indemnity	Spring	
2008	Spring	
2009	Summer 2010	Summer 2011	Summer 2012	Summer 2013	Summer 2014	Summer 2015	0.124	0.11899999999999999	0.124	0.10100000000000001	9.7000000000000003E-2	9.1999999999999998E-2	0.10199999999999999	8.7999999999999995E-2	CDH	Spring	
2008	Spring	
2009	Summer 2010	Summer 2011	Summer 2012	Summer 2013	Summer 2014	Summer 2015	0.105	0.105	0.11	9.7000000000000003E-2	0.09	8.5999999999999993E-2	7.6999999999999999E-2	7.0000000000000007E-2	







HMO	Spring	
2008	Spring	
2009	Summer 2010	Summer 2011	Summer 2012	Summer 2013	Summer 2014	Summer 2015	0.108	0.105	0.108	0.10100000000000001	0.09	8.3000000000000004E-2	8.3000000000000004E-2	6.8000000000000005E-2	PPO	Spring	
2008	Spring	
2009	Summer 2010	Summer 2011	Summer 2012	Summer 2013	Summer 2014	Summer 2015	0.109	0.11	0.109	0.1	9.4E-2	0.09	0.09	7.0000000000000007E-2	POS	Spring	
2008	Spring	
2009	Summer 2010	Summer 2011	Summer 2012	Summer 2013	Summer 2014	Summer 2015	0.105	0.105	0.109	0.10299999999999999	9.4E-2	8.5999999999999993E-2	8.5000000000000006E-2	6.9000000000000006E-2	Indemnity	Spring	
2008	Spring	
2009	Summer 2010	Summer 2011	Summer 2012	Summer 2013	Summer 2014	Summer 2015	0.126	0.124	0.128	0.105	9.8000000000000004E-2	9.2999999	999999999E-2	0.10100000000000001	8.3000000000000004E-2	CDH	Spring	
2008	Spring	
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Benefit Cost Overview
3rd Quarter 20XX
XYZ Corporation


To protect the confidential and proprietary information included in this material, it may not be 
disclosed or provided to any third parties without the approval of Hewitt Associates LLC.







XYZ Corporation
Total Benefit Cost Overview: Assumptions


■  20XX Medical budget calculations are based on 20XX premium rates.
■  80% of ASO fees, Stop Loss premiums and FI premiums are allocated to Medical and 20% are allocated to Pharmacy.
■  STD disability budget is based on projected claims.
■  Data for STD Union plan was not provided and included.
■  Employee medical contributions are based on the average contribution by plan as of July 20XX and varies by enrollment per quarter.  
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XYZ Corporation
Total Benefit Cost Overview: Executive Summary


Aon Hewitt evaluated claims experience, enrollment, and premiums from January 1, 20XX to September 30, 20XX.


Aggregate
■  Fiscal YTD 20XX Staff experience is running better than budget by $25K mainly driven by better than expected results in medical benefits.
■  Fiscal YTD 20XX Union experience is running better than budget by $109K mainly driven by better than expected results in medical benefits.
■  Welfare benefits are in line with budget as most of these benefits are fully insured.  Variation is driven by changes in enrollment.


Medical Summary
■  Fiscal YTD 20XX  Staff experience is running better than experience for the same time period in 20XX by $4K.No claimants hit the ISL deductible of $75K while, 
in 20XX, they add one claimant that hit the ISL limit in the second quarter.
■  Fiscal YTD 20XX  Union experience is running better than experience for the same time period in 20XX by $74K. Three claimants have exceeded the ISL 
deductible of $75K.


Medical Contribution
■  Fiscal YTD 20XX Staff employer subsidy is better than planned by $4K due to favorable claims experience.
■  Fiscal YTD 20XX Union employer subsidy is better than planned by $7K due to favorable claims experience.


Medical Discount
■  Fiscal YTD 20XX Medical discounts have remained flat relative to the same time period in 20XX.
■  Employee Out-of-Pockets have increased by 3.0% due to plan changes made in 20XX.


Medical Enrollment
■  Medical enrollment is stable, and there has been no significant movement in plan enrollment.


Medical Large Claims
■  For the Staff plan YTD 20XX, no claims exceeded the stop loss pooling point.
■  For the Union plan YTD 20XX, 13.4% of gross claims exceeded the stop loss pooling point.
■  Plan YTD 20XX large claims experience is favorable to the same time period in 20XX. By the third quarter of 20XX, $485K of claims has exceeded the individual 
stop loss deductible. For YTD 20XX, $155K of claims has exceeded the individual stop loss deductible.


Pharmacy Utilization
■  For fiscal YTD 20XX, Generic drug utilization of 55% is worse than benchmark of 57% for total employee population.
■  For fiscal YTD 20XX, 78.5% of paid claims are from retail facilities. This compares to 80% for the same period in 20XX.
■  The top 2 drugs are non-formulary drugs;
    1. Gleevec
    2. Humira Pen
    3. Enbrel Sureclick
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XYZ Corporation
Benefit Cost Overview: Aggregate Self Insured
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XYZ Corporation
Benefit Cost Overview: Aggregate Self Insured
Includes all HealthCare and Welfare benefits
Administrative Staff


7/1/20XX - 9/30/20XX
1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX Cost Budget Variance


HealthCare
Medical $133,200 $130,435 $124,913 $100,760 $87,285 $115,418 $428,376 $111,101 $111,101 $137,534 $26,433
Prescription Drugs $44,384 $34,658 $30,506 $30,850 $28,447 $35,235 $125,039 $34,330 $34,330 $27,305 ($7,025)
Stop Loss $20,902 $21,680 $21,334 $20,729 $22,147 $22,604 $86,815 $22,421 $22,421 $24,563 $2,142
Dental $13,760 $14,199 $11,050 $10,513 $15,652 $11,461 $48,676 $11,998 $11,998 $13,989 $1,991


Total Health Care $212,246 $200,971 $187,803 $162,852 $153,531 $184,718 $688,905 $179,851 $179,851 $203,392 $23,541
Welfare Benefits
Short Term Disability $982 $982 $982 $4,542 $2,242 $1,039 $8,805 $1,067 $1,067 $2,138 $1,071
Long Term Disability $5,207 $5,517 $5,384 $5,276 $5,263 $5,266 $21,188 $5,136 $5,136 $5,221 $84
Basic Life Insurance $5,454 $5,670 $5,580 $6,528 $6,520 $6,565 $25,192 $6,511 $6,511 $6,563 $52
AD&D $512 $572 $493 $834 $822 $828 $2,978 $849 $849 $834 ($16)
Travel Accident $1,072 $1,072 $1,125 $1,125 $1,125 $1,125 $4,501 $1,073 $1,073 $1,112 $39


Total Welfare Benefits $13,228 $13,814 $13,564 $18,305 $15,972 $14,823 $62,665 $14,636 $14,636 $15,867 $1,231
Total Health & Welfare $225,474 $214,785 $201,367 $181,158 $169,504 $199,542 $751,570 $194,487 $194,487 $219,259 $24,772


Union
7/1/20XX - 9/30/20XX


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX Cost Budget Variance
HealthCare
Medical $374,209 $264,701 $298,976 $230,898 $365,662 $294,495 $1,190,031 $229,410 $229,410 $315,284 $85,874
Prescription Drugs $64,091 $70,857 $68,331 $71,100 $70,258 $78,845 $288,534 $55,132 $55,132 $74,833 $19,701
Stop Loss $28,848 $28,676 $28,589 $28,762 $30,200 $30,109 $117,660 $29,468 $29,468 $32,800 $3,332
Dental $30,670 $35,555 $32,688 $32,931 $28,539 $28,535 $122,694 $32,541 $32,541 $32,202 ($340)


Total Health Care $497,818 $399,789 $428,584 $363,692 $494,659 $431,984 $1,718,919 $346,551 $346,551 $455,118 $108,567
Welfare Benefits
Short Term Disability N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Long Term Disability $11,609 $11,596 $11,702 $10,901 $11,127 $11,127 $44,856 $10,965 $10,965 $11,127 $161
Basic Life Insurance $11,689 $11,643 $11,671 $11,219 $11,219 $11,219 $45,329 $11,081 $11,081 $11,116 $34
AD&D $1,682 $1,666 $1,591 $1,584 $1,584 $1,584 $6,343 $1,445 $1,445 $1,443 ($2)
Travel Accident $1,728 $1,756 $1,813 $1,813 $1,813 $1,813 $7,251 $1,909 $1,909 $1,924 $15


Total Welfare Benefits $26,708 $26,661 $26,777 $25,517 $25,743 $25,743 $103,779 $25,401 $25,401 $25,610 $209
Total Health & Welfare $524,526 $426,451 $455,361 $389,209 $520,402 $457,726 $1,822,698 $371,952 $371,952 $480,728 $108,776


YTD Fiscal Year 20XX
1/1/20XX - 6/30/20XX 7/1/20XX - 6/30/20XX


1/1/20XX - 6/30/20XX 7/1/20XX - 6/30/20XX


Fiscal Year 


Fiscal Year YTD Fiscal Year 20XX


Hewitt Associates  10795 EMR Sample-revised.xls/J8-08043 3/14/2011







XYZ Corporation
Benefit Cost Overview: Per Participating Employee Per Month
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XYZ Corporation
Benefit Cost Overview: Per Participating Employee Per Month
Includes all HealthCare and Welfare benefits
Administrative Staff


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX Cost Budget Variance
HealthCare
Medical $428 $410 $399 $326 $295 $381 $350 $368 $368 $455 $88
Prescription Drugs $143 $109 $97 $100 $96 $116 $102 $114 $114 $90 ($23)
Stop Loss $86 $86 $86 $86 $92 $92 $89 $92 $92 $100 $9
Dental $41 $41 $32 $31 $52 $38 $38 $40 $40 $46 $7


Total Health Care $698 $647 $615 $543 $534 $626 $580 $613 $613 $692 $80
Welfare Benefits
Short Term Disability $3 $3 $3 $13 $6 $3 $6 $3 $3 $6 $3
Long Term Disability $17 $18 $17 $16 $16 $16 $17 $16 $16 $16 $0
Basic Life Insurance $18 $18 $18 $20 $20 $20 $20 $20 $20 $20 $0
AD&D $2 $2 $2 $3 $3 $3 $2 $3 $3 $3 ($0)
Travel Accident $3 $3 $3 $3 $3 $3 $3 $4 $4 $4 $0


Total Welfare Benefits $43 $43 $43 $55 $49 $46 $48 $45 $45 $49 $4
Total Health & Welfare $741 $690 $658 $598 $583 $672 $628 $658 $658 $741 $83


Union


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX Cost Budget Variance
HealthCare
Medical $1,091 $776 $879 $675 $1,079 $871 $876 $693 $693 $953 $259
Prescription Drugs $187 $208 $206 $208 $207 $233 $214 $167 $167 $226 $60
Stop Loss $86 $86 $86 $86 $92 $92 $89 $92 $92 $102 $10
Dental $88 $102 $94 $95 $87 $88 $91 $99 $99 $98 ($1)


Total Health Care $1,452 $1,173 $1,267 $1,064 $1,464 $1,284 $1,270 $1,050 $1,050 $1,379 $328
Welfare Benefits
Short Term Disability N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Long Term Disability $35 $35 $35 $33 $33 $33 $34 $33 $33 $34 $0
Basic Life Insurance $35 $35 $35 $34 $34 $34 $34 $34 $34 $34 $0
AD&D $5 $5 $5 $5 $5 $5 $5 $4 $4 $4 ($0)
Travel Accident $5 $5 $6 $6 $6 $6 $6 $6 $6 $6 $0


Total Welfare Benefits $81 $81 $81 $77 $78 $78 $78 $77 $77 $78 $1
Total Health & Welfare $1,533 $1,254 $1,348 $1,141 $1,542 $1,361 $1,348 $1,128 $1,128 $1,457 $329


7/1/20XX - 9/30/20XX


7/1/20XX - 9/30/20XX1/1/20XX - 6/30/20XX 7/1/20XX - 6/30/20XX
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Fiscal Year YTD Fiscal Year 20XX


YTD Fiscal Year 20XX
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Administrative Staff


Union


XYZ Corporation
Benefit Cost Overview: Medical and Prescription Drug Summary


Medical and Rx Loss Ratio


79%


101% 98%


93%


0%


20%


40%


60%


80%


100%


120%


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX


Loss Ratio YTD Average Loss Ratio


$3,106


$4,266


$1,388
$874 $1,096$1,067


$347 $218


$5,938
$6,425


$-


$1,000
$2,000


$3,000
$4,000


$5,000
$6,000


$7,000


Medical Claims Medical ASO +
Stop Loss


Rx Claims Rx ASO + Stop
Loss


Total


YTD Cost Components (PEPY)


Actual Benchmark


Medical and Rx Loss Ratio


107%


84%


123%


105%


0%


20%


40%


60%


80%


100%


120%


140%


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX


Loss Ratio YTD Average Loss Ratio


$10,060


$4,266


$1,388
$874


$2,293
$1,067 $347 $218


$14,088


$6,425


$-


$2,000


$4,000


$6,000


$8,000


$10,000


$12,000


$14,000


$16,000


Medical Claims Medical ASO +
Stop Loss


Rx Claims Rx ASO + Stop
Loss


Total


YTD Cost Components (PEPY)


Actual Benchmark


Hewitt Associates  10795 EMR Sample-revised.xls/J8-08043 3/14/2011







XYZ Corporation
Benefit Cost Overview: Medical and Prescription Drug Summary
Includes Medical Self Insured PPO only
Administrative Staff


7/1/20XX - 9/30/20XX
1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX


Enrollment
Active 81 84 82 80 81 82 81 82
Medical
Paid Claims $87,929 $85,403 $80,334 $55,567 $46,820 $73,513 $256,234 $69,654
ASO Fees + Stop Loss $26,210 $27,185 $26,752 $25,993 $27,998 $28,576 $109,319 $28,345


Total Medical $114,139 $112,588 $107,085 $81,561 $74,818 $102,089 $365,553 $97,999
Prescription Drugs
Paid Claims $33,066 $23,400 $19,361 $19,552 $18,331 $24,759 $82,003 $23,969
ASO Fees + Stop Loss $6,553 $6,796 $6,688 $6,498 $6,999 $7,144 $27,330 $7,086


Total Prescription Drugs $39,618 $30,196 $26,049 $26,050 $25,330 $31,903 $109,333 $31,055
Total Medical and Rx $153,758 $142,784 $133,134 $107,611 $100,148 $133,992 $474,886 $129,054


Union
7/1/20XX - 9/30/20XX


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter XX 2nd Quarter 'XX Total 3rd Quarter 'XX
Enrollment
Active 111 111 110 111 110 110 110 107
Medical
Paid Claims $346,511 $237,082 $271,396 $203,240 $343,140 $272,015 $1,089,791 $207,227
ASO Fees + Stop Loss $36,174 $35,958 $35,849 $36,066 $38,179 $38,063 $148,157 $37,253


Total Medical $382,686 $273,040 $307,245 $239,306 $381,318 $310,078 $1,237,948 $244,480
Prescription Drugs
Paid Claims $57,167 $63,953 $61,436 $64,186 $64,627 $73,225 $263,474 $49,586
ASO Fees + Stop Loss $9,044 $8,989 $8,962 $9,016 $9,545 $9,516 $37,039 $9,313


Total Prescription Drugs $66,210 $72,942 $70,398 $73,202 $74,172 $82,741 $300,513 $58,900
Total Medical and Rx $448,896 $345,982 $377,643 $312,508 $455,490 $392,819 $1,538,461 $303,380


1/1/20XX - 6/30/20XX 7/1/20XX - 6/30/20XX


1/1/20XX - 6/30/20XX 7/1/20XX - 6/30/20XX
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Union


XYZ Corporation
Benefit Cost Overview: Medical Contribution Analysis
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XYZ Corporation
Benefit Cost Overview: Medical Contribution Analysis
Includes Medical Self Insured PPO only
Administrative Staff


7/1/20XX - 9/30/20XX
1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX


Medical
Medical $114,139 $112,588 $107,085 $81,561 $74,818 $102,089 $365,553 $97,999
Prescription Drugs $39,618 $30,196 $26,049 $26,050 $25,330 $31,903 $109,333 $31,055


Total Medical $153,758 $142,784 $133,134 $107,611 $100,148 $133,992 $474,886 $129,054
Employee Contributions $21,649 $22,454 $22,096 $21,470 $20,893 $21,325 $85,784 $21,152
Net Employer Cost $132,109 $120,330 $111,039 $86,142 $79,255 $112,667 $389,102 $107,901
Subsidy Analysis
Realized Subsidy Percentage 85.9% 84.3% 83.4% 80.0% 79.1% 84.1% 81.9% 83.6%
Budgeted Subsidy Percentage 83.1% 83.1% 83.1% 83.1% 86.6% 86.6% 84.9% 86.6%
Subsidy Gain/(Shortfall) ($4,277) ($1,687) ($375) $3,355 $7,499 $3,334 $14,024 $3,856


Union
7/1/20XX - 9/30/20XX


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX


Medical
Medical $382,686 $273,040 $307,245 $239,306 $381,318 $310,078 $1,237,948 $244,480
Prescription Drugs $66,210 $72,942 $70,398 $73,202 $74,172 $82,741 $300,513 $58,900


Total Medical $448,896 $345,982 $377,643 $312,508 $455,490 $392,819 $1,538,461 $303,380
Employee Contributions $27,655 $27,489 $27,406 $30,815 $30,013 $29,922 $118,157 $29,285
Net Employer Cost $421,241 $318,493 $350,237 $281,693 $425,477 $362,897 $1,420,304 $274,094
Subsidy Analysis
Realized Subsidy Percentage 93.8% 92.1% 92.7% 90.1% 93.4% 92.4% 92.3% 90.3%
Budgeted Subsidy Percentage 94.5% 94.5% 94.5% 94.5% 92.5% 92.5% 93.5% 92.5%
Subsidy Gain/(Shortfall) $2,979 $8,178 $6,660 $13,637 ($4,257) $257 $17,916 $6,569


7/1/20XX - 6/30/20XX1/1/20XX - 6/30/20XX


1/1/20XX - 6/30/20XX 7/1/20XX - 6/30/20XX
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XYZ Corporation
Benefit Cost Overview: Medical Discount & Out-of-Pocket Cost Analysis


Union


Administrative Staff


Medical Discount


49%


31%


45% 46%


0%


10%


20%


30%


40%


50%


60%


4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX


Medical Discount


49%


40%


49% 51%


0%


10%


20%


30%


40%


50%


60%


4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX


Medical Out-of-Pocket


12%


20%
18% 17%


0%


5%


10%


15%


20%


25%


4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX


Medical Out-of-Pocket


4%


8%


7% 7%


0%


1%


2%


3%


4%


5%


6%


7%


8%


9%


4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX


Hewitt Associates  10795 EMR Sample-revised.xls/J8-08043 3/14/2011







XYZ Corporation
Benefit Cost Overview: Medical Discount & Out-of-Pocket Cost Analysis
Includes Medical Self Insured PPO only
Administrative Staff


7/1/20XX- 9/30/20XX
1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX


Medical Eligible Billed $202,361 $217,296 $293,694 $143,677 $134,697 $165,176 $737,244 $161,883
Medical Contract Savings $90,757 $102,886 $149,623 $69,797 $41,809 $73,720 $334,949 $73,698
Medical Discount 44.8% 47.3% 50.9% 48.6% 31.0% 44.6% 45.4% 45.5%


Medical Cost Sharing $18,577 $12,424 $15,001 $8,909 $18,135 $16,658 $58,703 $15,350
Out-of-Pocket Costs 16.6% 10.9% 10.4% 12.1% 19.5% 18.2% 14.6% 17.4%


Union
7/1/20XX - 9/30/20XX


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX


Medical Eligible Billed $1,258,222 $547,068 $890,599 $817,960 $679,603 $760,341 $3,148,503 $606,713
Medical Contract Savings $641,367 $257,462 $437,617 $396,910 $269,279 $372,984 $1,476,790 $311,382
Medical Discount 51.0% 47.1% 49.1% 48.5% 39.6% 49.1% 46.9% 51.3%


Medical Cost Sharing $27,537 $20,716 $20,251 $15,981 $32,476 $26,202 $94,910 $19,543
Out-of-Pocket Costs 4.5% 7.2% 4.5% 3.8% 7.9% 6.8% 5.7% 6.6%


1/1/20XX - 6/30/20XX 7/1/20XX - 6/30/20XX


1/1/20XX - 6/30/20XX 7/1/20XX - 6/30/20XX
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XYZ Corporation
Benefit Cost Overview: Medical Enrollment Analysis
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XYZ Corporation
Benefit Cost Overview: Medical Enrollment Analysis
Includes Medical Self Insured PPO and HMO Fully Insured


Administrative Staff
7/1/20XX - 9/30/20XX


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX
Enrollment
Active Participants 104 106 104 103 99 101 102 101
Dependents 70 69 66 68 66 68 67 70


Total Members 174 175 170 171 165 169 169 171


Union
7/1/2008 - 9/30/2008


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX
Enrollment
Active Participants 114 114 113 114 113 113 113 107
Dependents 178 179 177 175 175 174 175 176


Total Members 292 293 290 289 288 287 289 283


1/1/20XX - 6/30/20XX 7/1/20XX - 6/30/20XX


1/1/20XX - 6/30/20XX 7/1/20XX - 6/30/20XX
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XYZ Corporation
Benefit Cost Overview: Medical Trend Analysis
Includes all HealthCare Benefits
Administrative Staff


7/01/XX - 
6/30/XX


7/01/XX - 
9/30/XX


7/01/XX - 
6/30/XX


7/01/XX - 
6/30/XX


7/01/XX - 
6/30/XX


7/01/XX - 
6/30/XX


Participating Medical Employees 102 101 101 101 101 101
Per Active EE Per Month Cost
Medical $350 $368 #NAME? #NAME? #NAME? #NAME?
Prescription Drugs $102 $114 #NAME? #NAME? #NAME? #NAME?
Stop - Loss $89 $92 #NAME? #NAME? #NAME? #NAME?
Dental $38 $40 #NAME? #NAME? #NAME? #NAME?


Total Medical $580 $613 #NAME? #NAME? #NAME? #NAME?
Aggregate Cost
Medical $428,376 $111,101 $461,298 $502,815 $548,069 $597,395
Prescription Drugs $125,039 $34,330 $136,550 $148,839 $162,235 $176,836
Stop - Loss $86,815 $22,421 $100,555 $120,665 $144,798 $173,758
Dental $48,676 $11,998 $50,513 $53,291 $56,222 $59,314


Total Medical $688,905 $179,851 $748,915 $825,611 $911,324 $1,007,303
Trend Assumptions
Medical 9.0% 9.0% 9.0% 9.0% 9.0% 8.5%
Prescription Drugs 9.0% 9.0% 9.0% 9.0% 9.0% 9.0%
Stop - Loss 20.0% 20.0% 20.0% 20.0% 20.0% 20.0%
Dental 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%


Union
7/01/XX - 
6/30/XX


7/01/XX - 
9/30/XX


7/01/XX - 
6/01/XX


7/01/XX - 
6/01/XX


7/01/XX - 
6/01/XX


7/01/XX - 
6/01/XX


Participating Medical Employees 113 107 107 107 107 107
Per Active EE Per Month Cost
Medical $876 $693 #NAME? #NAME? #NAME? #NAME?
Prescription Drugs $214 $167 #NAME? #NAME? #NAME? #NAME?
Stop - Loss $89 $92 #NAME? #NAME? #NAME? #NAME?
Dental $91 $99 #NAME? #NAME? #NAME? #NAME?


Total Medical $1,270 $1,050 #NAME? #NAME? #NAME? #NAME?
Aggregate Cost
Medical $1,190,031 $229,410 $1,202,260 $1,310,463 $1,428,405 $1,564,103
Prescription Drugs $288,534 $55,132 $291,008 $317,199 $345,747 $380,322
Stop - Loss $117,660 $29,468 $135,362 $162,435 $194,922 $233,906
Dental $122,694 $32,541 $129,623 $136,752 $144,274 $152,209


Total Medical $1,718,919 $346,551 $1,758,253 $1,926,849 $2,113,347 $2,330,540
Trend Assumptions
Medical 9.0% 9.0% 9.0% 9.0% 9.5% 9.0%
Prescription Drugs 9.0% 9.0% 9.0% 9.0% 10.0% 10.0%
Stop - Loss 20.0% 20.0% 20.0% 20.0% 20.0% 20.0%
Dental 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%


Projection


ProjectionActual
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XYZ Corporation
Benefit Cost Overview: Plan Year 20XX - Large Claim Analysis
Includes Medical Self Insured PPO only
Stratification of Claims by Dollars Paid Specific Level $75,000


Administrative Staff


Claimants
Plan YTD 


20XX Total
Stop-Loss 


Reimbursement Net Claims**
Less than $25,000 1,945 $256,919 $0 $256,919
$25,000 - $49,999 0 $0 $0 $0
$50,000 - $74,999 0 $0 $0 $0
$75,000 - $99,999 0 $0 $0 $0


$100,000 - $124,999 0 $0 $0 $0
$125,000 - $149,999 0 $0 $0 $0
$150,000 - $174,999 0 $0 $0 $0
$175,000 - $199,999 0 $0 $0 $0


Greater than $200,000 0 $0 $0 $0
Total Claims 1,945 $256,919 $0 $256,919


Union


Claimants
Plan YTD 


20XX Total
Stop-Loss 


Reimbursement Net Claims**
Less than $25,000 5,703 $673,394 $0 $673,394
$25,000 - $49,999 1 $35,604 $0 $35,604
$50,000 - $74,999 1 $65,732 $0 $65,732
$75,000 - $99,999 1 $75,697 $697 $75,000


$100,000 - $124,999 1 $117,530 $42,530 $75,000
$125,000 - $149,999 0 $0 $0 $0
$150,000 - $174,999 0 $0 $0 $0
$175,000 - $199,999 1 $186,534 $111,534 $75,000


Greater than $200,000 0 $0 $0 $0
Total Claims 5,708 $1,154,491 $154,761 $999,730


**Net claims to not include access fees or Rx rebates
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XYZ Corporation
Benefit Cost Overview: Prescription Drug Utilization


Administrative Staff


Union


57%
55%


57% 56% 57%
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XYZ Corporation
Benefit Cost Overview: Prescription Drug Utilization
Includes Medical Self Insured PPO only
Administrative Staff


7/1/20XX - 9/30/20XX
1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX


# of Scripts
Generic 130 164 159 149 157 159 624 170
Formulary Brand 88 121 90 96 68 71 325 70
Non-Formulary Brand 46 57 52 58 52 59 221 60


Total Scripts 264 342 301 303 277 289 1,170 300
Generic Utilization 49.2% 48.0% 52.8% 49.2% 56.7% 55.0% 53.3% 56.7%
Paid Claims - Retail


Generic $1,631 $3,196 $1,688 $1,457 $1,889 $2,561 $7,595 $2,670
Formulary Brand $14,236 $7,607 $5,594 $5,146 $4,476 $7,571 $22,787 $6,884
Non-Formulary Brand $4,569 $6,257 $6,027 $6,501 $6,564 $7,588 $26,680 $8,328


Total Paid - Retail $20,436 $17,060 $13,309 $13,104 $12,929 $17,720 $57,062 $17,882
Paid Claims - Mail


Generic $1,045 $1,147 $1,194 $1,210 $942 $1,172 $4,518 $1,234
Formulary Brand $6,644 $6,618 $5,827 $5,896 $4,869 $5,500 $22,092 $5,763
Non-Formulary Brand $752 $29 $338 $589 $746 $1,687 $3,360 $793


Total Paid - Mail $8,441 $7,794 $7,359 $7,695 $6,557 $8,359 $29,970 $7,790
Total Paid  $28,877 $24,854 $20,668 $20,799 $19,486 $26,079 $87,032 $25,672


Union
7/1/20XX - 9/30/20XX


1st Quarter 'XX 2nd Quarter 'XX 3rd Quarter 'XX 4th Quarter 'XX 1st Quarter 'XX 2nd Quarter 'XX Total 3rd Quarter 'XX
# of Scripts


Generic 331 383 436 354 391 479 1,660 402
Formulary Brand 245 276 295 243 211 240 989 194
Non-Formulary Brand 144 161 182 198 223 182 785 149


Total Scripts 720 820 913 795 825 901 3,434 745
Generic Utilization 46.0% 46.7% 47.8% 44.5% 47.4% 53.2% 48.3% 54.0%
Paid Claims - Retail


Generic $4,337 $4,805 $5,303 $3,894 $4,390 $4,107 $17,694 $5,796
Formulary Brand $44,581 $31,138 $31,980 $28,662 $25,576 $30,762 $116,980 $22,341
Non-Formulary Brand $14,881 $25,478 $18,454 $28,041 $30,977 $33,548 $111,020 $15,852


Total Paid - Retail $63,799 $61,421 $55,737 $60,597 $60,943 $68,417 $245,694 $43,989
Paid Claims - Mail


Generic $863 $963 $1,256 $551 $1,030 $1,420 $4,257 $1,268
Formulary Brand $3,485 $2,936 $4,563 $3,233 $3,927 $4,887 $16,610 $5,373
Non-Formulary Brand $1,848 $2,608 $3,730 $2,948 $2,799 $2,410 $11,887 $2,481


Total Paid - Mail $6,196 $6,507 $9,549 $6,732 $7,756 $8,717 $32,754 $9,122
Total Paid  $69,995 $67,928 $65,286 $67,329 $68,699 $77,134 $278,448 $53,111


7/1/20XX - 6/30/20XX


7/1/20XX - 6/30/20XX1/1/20XX - 6/30/20XX


1/1/20XX - 6/30/20XX
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XYZ Corporation
Benefit Cost Overview: Top 10 Prescription Drug by Cost 
Includes Medical Self Insured PPO only
Total Administrative Staff + Union


Drug/Device Name AHFS Class Description Formulary Scripts Ingredient Costs Scripts Ingredient Costs Scripts Ingredient Costs Scripts Ingredient Costs
GLEEVEC ANTINEOPLASTIC ENZYME INH N 11        $50,189 3          $14,706 4          $19,392 2               $10,413
HUMIRA PEN ANTI-TNF-ALPHA - MONOCLON N 10        $13,813 4          $5,749 2          $2,908 3               $4,363
ENBREL SURECLICK SOLUBLE TUMOR NECROSIS FA Y 8          $11,140 3          $4,337 3          $4,337 3               $4,337
LIPITOR HMG COA REDUCTASE INHIBIT N 161      $21,318 32        $4,815 29        $4,928 22             $3,323
ADVAIR DISKUS SYMPATHOMIMETICS Y 40        $7,982 11        $2,455 16        $2,839 13             $3,240
LEXAPRO SELECTIVE SEROTONIN REUPT Y 119      $11,734 28        $3,425 26        $3,442 25             $3,154
NEXIUM PROTON PUMP INHIBITORS Y 50        $11,466 13        $3,066 13        $3,350 12             $3,111
ATIVAN BENZODIAZEPINES N 27        $5,472 7          $1,635 6          $1,623 7               $1,944
VIAGRA IMPOTENCE AGENTS Y 48        $4,454 11        $1,376 12        $1,196 15             $1,758
PROTONIX PROTON PUMP INHIBITORS Y 46        $6,516 5          $922 6          $1,034 7               $1,675
Total Rx 4,770   $447,545 1,172   $111,379 1,191   $125,542 1,128        $107,388


20XX Q1 20XX Q2 20XX Q3 20XX
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About This Material 
The State of Nevada (Nevada) has requested that Aon Hewitt conduct nondiscrimination testing on 
Nevada’s cafeteria and health and welfare plans for the 2015 plan year. This report outlines the testing 
assumptions and the results of those tests. 


Nondiscrimination testing is performed on a controlled group basis. Nevada’s control group includes 
public employees as well as university employees.  In completing the testing, all plans sponsored by 
members of the controlled group were included as part of the process.  


Summary of Results 
Nevada passed the Cafeteria Plan, Health FSA, and Dependent Care FSA tests for the 2015 plan year. 
The tests were performed at the controlled group level. 


Cafeteria Plan & Health FSA Plan—Nevada passed the Cafeteria Plan and Health FSA tests because 
benefits are generally provided on an equivalent basis to all employees. Under the Cafeteria Plan and 
Health FSA rules, although Nevada has several distinct benefit groups for testing purposes (where every 
employee in the group has the same waiting period, the same benefits available, and the same employer 
subsidy), each group passes the applicable test because there are enough non-highly compensated 
employees in each group to be considered a nondiscriminatory classification of employees.  


Dependent Care FSA—The Dependent Care FSA passed the eligibility test and contributions and 
benefits test because benefits are generally provided on an equivalent basis to all employees. The 
Concentration Test applies to more than 5% owners and Nevada has indicated that there are no 
employees who are more than 5% owners, so this test is also satisfied. The 55% Average Benefit Test 
passed because the average benefit percentage for the non-highly compensated employees was at least 
55% as much as the average benefit for the highly compensated employees.  
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Cafeteria Plan—Section 125 Tests 
Internal Revenue Code Section 125 requires that cafeteria plans satisfy three nondiscrimination tests: 


1. Eligibility Test 


(a) An employee cannot be required to complete more than three years of employment to 
participate in the plan, and the same employment requirement must apply to all employees;  


(b) Employees that satisfy the eligibility requirements must enter the plan no later than the first day 
of the next plan year; and 


(c) The plan must satisfy a Nondiscriminatory Classification Test as set forth in Section 1.410(b)-4 
of the Treasury Regulations. 


2. Contributions and Benefits Test 


3. Key Employee Concentration Test 


Eligibility Test  
For the purposes of first year testing and data limitations, we have considered all Public Employees 
Benefit Program (PEBP) employees to be eligible for equivalent benefits.  The only Nevada System of 
Higher Education (NSHE) employees we have considered ineligible are those with the following codes: 
casual labor, graduate assistant, retiree, student, teaching assistant, temporary hourly, and volunteer are 
all counted as ineligible.  All other NSHE employees have been considered eligible for equivalent benefits 
within their testing group. 


This plan design meets the eligibility conditions under (1)(a) and (1)(b) described above. 


Nondiscriminatory Classification Test 
The plan must benefit a classification of employees that does not discriminate in favor of Highly 
Compensated Individuals (HCIs). The classification must be reasonable and established under objective 
business criteria. A plan may satisfy the Nondiscriminatory Classification Test by meeting either: 


 A Safe Harbor Ratio Percentage Test; or 


 An Unsafe Harbor Ratio Percentage Test and a “Fact and Circumstances” Test. 


The Ratio Percentage Test compares the percentage of HCIs benefiting under the plan to the percentage 
of Non-highly Compensated Individuals (NHCIs) benefiting under the plan. For purposes of Section 125, 
we have considered anyone eligible to participate in the plan as “benefiting.” The Safe Harbor and Unsafe 
Harbor thresholds are determined based on the controlled group’s NHCI concentration percentage (i.e., 
the percentage of the total population that is non-highly compensated). Listed below is a summary of the 
Ratio Percentage Test results. The plan passes because the ratio percentages for all groups exceed the 
Safe Harbor percentage. 
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Cafeteria Plan Nondiscriminatory Classification Test  
 


    PEPB 
NSHE 


(University) 
1) Total Nonexcludable NHCIs 41,384 41,384 
2) Total Nonexcludable HCIs 1,119 1,119 
        
3) Total Nonexcludable Employees (all) 42,503 42,503 
        
4) NHCI Concentration % (1 ÷ 3) 98.00% 97.00% 
5) Safe Harbor Percentage 21.50% 22.25% 
6) Unsafe Harbor Percentage 20.00% 20.00% 
        
7) NHCIs Benefiting 17,195 13,987 
8) HCIs Benefiting 129 989 
9) Total Employees Benefiting 17,324 14,676 
        
10) Percent of NHCIs Benefiting (7 ÷ 1) 41.55% 33.80% 
11) Percentage of HCIs Benefiting (8 ÷ 2) 11.53% 88.38% 
12) Ratio Test Percentage (10 ÷ 11) 360.42% 38.24% 
        
Test Results     
13) Safe Harbor Passed Passed 
14) Unsafe Harbor Passed Passed 
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Contributions and Benefits Test 
A Section 125 plan may not discriminate in favor of HCIs with respect to qualified (i.e., nontaxable) 
benefits or total benefits. It is our understanding that all employees in each benefit group have the same 
opportunity to elect optional coverages, and that employer-paid amounts for various benefits in each 
benefit group are the same for all similarly situated employees choosing the same coverage levels. 
Additionally, utilization does not appear to disproportionately favor HCIs. 


Key Employee Concentration Test 
No more than 25% of the statutory nontaxable benefits under the plan can be provided to key employees.  


For purposes of identifying key employees, no more than 50 employees need to be included as officers. 
In this case, since fewer than 50 employees would qualify as officers of the organization, and there are no 
other key employees, it is clear that the officers do not account for 25% of the nontaxable benefits 
provided through the Cafeteria Plan. Thus this test is passed. 


Employees Included in the Tests 
Census information was provided for all employees active at any time during 2015 using a snapshot date 
of January 15, 2015. In completing the Ratio Percentage Test, we included all employees except for the 
following groups, which are excludable for purposes of Section 125 testing: 


 Union employees; and  


 Non-resident aliens with no U.S. source income. 
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Determination of Highly Compensated Individuals (HCIs) 
Section 125(e)(1) defines a highly compensated individual as a participant meeting one of the following: 


 An officer; 


 A 5% shareholder; 


 Highly compensated; or 


 A spouse or dependent of an individual described above. 


“Highly compensated” means any participant who for the preceding plan year had compensation in 
excess of the compensation amount specified in Section 414(q), which for 2014 was $115,000. In 
performing the test, all officers were counted as HCIs only once. Since we did not have information on 
employees related to each other, we did not identify any spouses or dependents as highly compensated 
unless they had compensation in excess of the threshold.  


Determination of Key Employees  
Section 416(i) defines a “key employee” as an employee that meets one of the following criteria at any 
time during the plan year: 


 An officer with prior year (2014) annual compensation greater than $165,000;  


 A 5% owner; or 


 A 1% owner with prior year (2014) annual compensation greater than $150,000. 


For purposes of identifying key employees, no more than 50 employees need to be included as officers. If 
an employer has more than 50 officers, the highest paid 50 officers should be considered key employees. 
The term “officer” is narrowly defined by the proposed regulations and is limited to individuals that have 
administrative authority on behalf of the organization.  In most cases, this authority is limited to less than 
20 employees, and those individuals are usually appointed by the corporation (in this case, the 
organization), with clearly defined duties.  
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Health FSA – Section 105(h) Tests 
Internal Revenue Code Section 105(h) outlines the nondiscrimination requirements for self-insured 
medical reimbursement plans. A medical flexible spending account plan is treated as a self-insured health 
plan and is therefore subject to Section 105(h). Section 105(h) states that a plan may not discriminate in 
favor of Highly Compensated Individuals (HCIs) with respect to: 


 Eligibility to participate in the plan; and 


 Benefits provided under the plan. 


At the discretion of the client, we have only run testing for the medical flexible spending account and not 
for the medical plans.  


Eligibility Criteria 
For the purposes of first year testing and data limitations, we have considered all Public Employees 
Benefit Program (PEBP) employees to be eligible for equivalent benefits.  The only Nevada System of 
Higher Education (NSHE) employees we have considered ineligible are those with the following codes: 
casual labor, graduate assistant, retiree, student, teaching assistant, temporary hourly, and volunteer are 
all counted as ineligible.  All other NSHE employees have been considered eligible for equivalent benefits 
within their testing group. 


Eligibility to Participate in the Plan 
A plan may satisfy the eligibility requirement of Section 105(h)(3) by meeting one of the following 
alternatives: 


 The plan must benefit 70% or more of all employees;  


 At least 70% of all employees must be eligible to participate in the plan, and the plan must benefit at 
least 80% of those eligible; or 


 The plan must benefit a group of employees under a classification that is not discriminatory in favor of 
HCIs. 


Although Section 105(h)(3) provides three alternatives to pass the eligibility test, Aon Hewitt only performs 
the third alternative, the nondiscriminatory classification test (also known as the ratio percentage test).  
This alternative generally provides the lowest threshold to pass the eligibility test. In rare cases, Aon 
Hewitt also performs the "fair cross section" test when a passing score cannot be obtained through the 
nondiscriminatory classification test.  


As illustrated below, Nevada group health plans comply with the eligibility requirement by passing a 
Nondiscriminatory Classification Test.  


 


Nondiscriminatory Classification Test 
The plan must benefit a classification of employees that does not discriminate in favor of HCIs. The 
classification must be reasonable and established under objective business criteria. A plan may satisfy 
the Nondiscriminatory Classification Test by meeting either: 


 A Safe Harbor Ratio Percentage Test; or 
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 An Unsafe Harbor Ratio Percentage Test and a “Fact and Circumstances” Test. 


The Ratio Percentage Test compares the percentage of HCIs benefiting under the plan to the percentage 
of Non-highly Compensated Individuals (NHCIs) benefiting under the plan. For purposes of Section 
105(h), we have considered employees eligible to participate in the plan (the right to contribute to the 
medical flexible spending account or the right to elect group health plan coverage) as “benefiting.” The 
Safe Harbor and Unsafe Harbor thresholds are determined based on the controlled group’s NHCI 
concentration percentage (i.e., the percentage of the total population that is non-highly compensated). 
Listed below is a summary of the Ratio Percentage Test results.  


The plan passes because the ratio percentages for all groups exceed the Safe Harbor percentage. 
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Health FSA Nondiscriminatory Classification Test 


    Aggregate 
1) Total Employees 42,504 
2a) Employees <3 yrs Service (exclude) 19,444 
2b) Employees <Age 25 (exclude) 7,111 
2c) Part-time/Seasonal Employees (exclude) 15,959 
2d) Nonresident Aliens (exclude) 0 
2e) Union Employees (exclude) 0 
3) Total Nonexcludable Employees 18,688 
      
4) Total Nonexcludable HCIs (25% of 3) 4,672 
5) Total Nonexcludable NHCIs (3 - 4) 14,016 
      
6) NHCI Concentration % (5 ÷ 3) 75.00% 
7) Safe Harbor Percentage 38.75% 
8) Unsafe Harbor Percentage 28.75% 
      
9) NHCIs Benefiting 13,996 
10) HCIs Benefiting 4,671 
11) Total Employees Benefiting 18,667 
      
12) Percent of NHCIs Benefiting (9 ÷ 5) 99.86% 
13) Percentage of HCIs Benefiting (10 ÷ 4) 99.98% 
14) Ratio Test Percentage (12 ÷ 13) 99.88% 
      
Test Results   
15) Safe Harbor Passed 
16) Unsafe Harbor Passed 
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Benefits Provided Under the Plan 
In order to satisfy the requirement that a plan must provide nondiscriminatory benefits, a self-insured 
medical reimbursement plan must meet the following conditions: 


 All benefits available to HCIs must be available to all NHCIs; 


 All benefits available to dependents of HCIs must be available to dependents of NHCIs; 


 Any maximum limits for benefits must be uniform for all participants (and dependents) and cannot 
vary based on a participant’s age, years of employment service, or compensation; and 


 The plan’s operation may not discriminate in favor of HCIs (based on Fact and Circumstances). 


At Nevada, all employees (both highly compensated and non-highly compensated) who meet the 
eligibility requirements of the plan may elect to reduce their salaries for the 2015 plan year for purposes of 
participating in one of the medical plan options or contributing to a Health FSA.  


The employer-paid amounts for various benefits are the same for all similarly situated employees 
choosing the same coverage levels. The maximum election amount under the Health FSA for the 2015 
plan year is $2,500 for all employees. Employer contributions do not vary based on age, years of service, 
or compensation.  


The plan design does not appear to discriminate in favor of HCIs. Based upon the information provided by 
Nevada, it appears the plan’s operation would pass a Fact and Circumstances review.  


Employees Included in the Test 
Census information was provided for all employees active at any time during 2015 using a snapshot date 
of January 15, 2015. In completing the Ratio Percentage Test, we included all employees except for the 
following groups, which are excludable for purposes of Section 105(h) testing: 


 Employees with less than 3 years of service prior to the beginning of the plan year; 


 Employees that are under age 25 prior to the beginning of the plan year; 


 Part-time or seasonal employees; 


 Union employees; and  


 Nonresident aliens with no U.S. source income. 


Determination of Highly Compensated Individuals (HCIs) 
Section 105(h)(5) defines an HCI as an individual meeting one of the following: 


 One of the five highest paid officers; 


 A 10% shareholder; or  


 Among the highest paid 25% of all employees (other than excludable employees described in the 
previous section).  


Proprietary & Confidential  |  Health & Welfare Nondiscrimination Testing Results 10 







 


For purposes of the Section 105(h) tests, HCIs were determined using the highest paid 25% of all non-
excludable employees, based on the prior year (calendar year 2014) compensation provided by Nevada 
and its subsidiaries. 
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Dependent Care Flexible Spending Account—Section 129 
Tests 
Internal Revenue Code Section 129 requires that dependent care flexible spending account plans satisfy 
four nondiscrimination tests: 


1. Eligibility Test 


(a) The plan must benefit a group of employees which satisfies a reasonable classification 


(b) The plan must satisfy a Nondiscriminatory Classification Test 


2. Contributions and Benefits Test 


3. Concentration Test (Applies to More than 5% Owners)  


4. 55% Average Benefit Test 


Eligibility Test 
For the purposes of first year testing and data limitations, we have considered all Public Employees 
Benefit Program (PEBP) employees to be eligible for equivalent benefits.  The only Nevada System of 
Higher Education (NSHE) employees we have considered ineligible are those with the following codes: 
casual labor, graduate assistant, retiree, student, teaching assistant, temporary hourly, and volunteer are 
all counted as ineligible.  All other NSHE employees have been considered eligible for equivalent benefits 
within their testing group. 


Nondiscriminatory Classification Test 
The plan must benefit a classification of employees that does not discriminate in favor of Highly 
Compensated Employees (HCEs). The classification must be reasonable and established under objective 
business criteria. A plan may satisfy the Nondiscriminatory Classification Test by meeting either: 


 A Safe Harbor Ratio Percentage Test; or 


 An Unsafe Harbor Ratio Percentage Test and a “Fact and Circumstances” Test. 


The Ratio Percentage Test compares the percentage of HCEs benefiting under the plan to the percentage 
of Non-highly Compensated Employees (NHCEs) benefiting under the plan. For purposes of Section 129, 
we have considered anyone eligible to participate in the plan as “benefiting.” The Safe Harbor and Unsafe 
Harbor thresholds are determined based on the controlled group’s NHCE concentration percentage (i.e., 
the percentage of the total population that is non-highly compensated). Listed below is a summary of the 
Ratio Percentage Test results.  
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Dependent Care FSA Nondiscriminatory Classification Test 


    PEBP1 
NSHE1 


(University) 
1) Total Nonexcludable NHCEs 17,195 24,190 
2) Total Nonexcludable HCEs 129 990 
        
3) Total Nonexcludable Employees 17,324 25,180 
        
4) NHCE Concentration % (1 ÷ 3) 99.00% 96.00% 
5) Safe Harbor Percentage N/A 23.00% 
6) Unsafe Harbor Percentage N/A 20.00% 
        
7) NHCEs Benefiting 17,195 13,687 
8) HCEs Benefiting 129 989 
9) Total Employees Benefiting 17,324 14,676 
        
10) Percent of NHCEs Benefiting (7 ÷ 1) 100.00% 56.58% 
11) Percentage of HCEs Benefiting (8 ÷ 2) 100.00% 99.90% 
12) Ratio Test Percentage (10 ÷ 11) 100.00% 56.64% 
        
Test Results     
13) Safe Harbor Passed Passed 
14) Unsafe Harbor Passed Passed 


 


 


 


 


 


 


 


 


 


 


 


 


1. Groups have been separated for QSLOB testing.   Please see page 14 for more details. 
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Contributions and Benefits Test 
A Section 129 plan may not discriminate in favor of HCEs with respect to contributions or benefits. It is 
our understanding that all employees at Nevada have the same opportunity to elect coverage under the 
dependent care flexible spending account. The maximum contribution level for all employees is $5,000 
per year.  


Concentration Test (applies to more than 5% owners) 
No more than 25% of the benefits under the plan can be provided to employees who are more than 5% 
owners. Nevada has indicated that there are no employees who are more than 5% owners. Therefore, 
the Concentration Test is satisfied. 


55% Average Benefit Test 
The average benefit elected by the NHCEs in the plan must be at least 55% as much as the average 
benefit elected by the HCEs in the plan. The “average benefit” is defined as the total annual benefits 
received from the dependent care account, divided by the number of non-excludable NHCEs or HCEs 
benefiting, as applicable, in the controlled group. For purposes of the 55% Average Benefit Test, we have 
considered anyone eligible to participate in the plan as “benefiting." Listed below is a summary of the 55% 
Average Benefit Test results.  


We have separated the testing groups in this test pursuant to language found in the preamble of the 
regulations governing qualified separate lines of business (QSLOB).  This section of the code specifically 
recognizes the challenges that governmental employers, such as the State of Nevada, may face in 
complying to all provisions of nondiscrimination testing.  Following these QSLOB guidelines, we have run 
separate tests for the Public Employees Benefit Program and Nevada System of Higher Education.  The 
results of these tests are displayed in the tables below beside one another.   


Definition of Benefits 
Dependent care flexible spending account benefits are defined as total annual reimbursements from the 
account. In running this test, we used the most recent 2015 goal amount (total annual election) as a 
reflection of the benefits provided for active employees and year-to-date contributions were used to 
calculate the benefit for employees who terminated employment during the plan year. A contribution 
amount of $0 was used for employees who did not participate in the plan. 
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Dependent Care FSA 55% Average Benefit Test 


  


 


 


 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


 
 
 
 
 
 
 
 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
1.  Groups have been separated for QSLOB testing.   Please see page 14 for more details.  


     PEBP1 
NSHE1 


(University) 
1a) Total NHCEs 17,185 13,695 
1b) NHCEs <1 yr Service (exclude) 1 1,488 
1c) NHCEs <Age 21 (exclude) 11 117 
1d) NHCEs Earning < $25,000 (excluded) 2,517 5,669 
1f) Total Non-excludable NHCEs 14,666 7,881 
        
2a) Total HCEs 129 989 
2b) HCEs <1 yr Service (exclude) 0 3 
2c) HCEs <Age 21 (exclude) 0 0 
2d) HCEs Earning < $25,000 (excluded) 0 0 
2f) Total Nonexcludable HCEs 129 986 
        
3) Total Nonexcludable Employees 14,805 8,864 
        
4) Total Current Year Benefits NHCEs $115,236.78 $335,041.64 
5) Total Current Year Benefits HCEs $0.00 $74,759.92 
        
6) Average Benefit NHCEs, 4 ÷ 1f $7.85 $42.53 
7) Average Benefit HCEs, 5 ÷ 2f $0.00 $75.82 
        
8) Average Benefit Percentage, 6 ÷ 7 --- 56.09% 
        


9) Pass if Average Benefit Percentage ≥ 
55% Pass Pass 
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Employees Included in the Tests 
Census information was provided for all employees active at any time during 2015 using a snapshot date 
of January 15, 2015. In completing the 55% Average Benefit Test, we included all employees except for 
the following groups, which are excludable: 


 Employees under age 21 as of the end of the plan year; 


 Employees who would have less than 1 year of service as of the end of the plan year; and 


 Employees earning less than $25,000 in the prior tax year. 


Since excludable employees are typically NHCEs, generally this group will pass the 55% test when tested 
separately. 


Determination of Highly Compensated Employees (HCEs) 
Section 129 of the Internal Revenue Code defines a highly compensated employee as any employee who 
had compensation in excess of the compensation amount specified in Section 414(q)(1)(B) for that year. 
As a result, HCEs were identified using 2014 Section 415 compensation and the applicable compensation 
limit threshold for 2014 of $115,000. 
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Contact Information 
David Sanders, J.D., LL.M. 
Health & Benefits Consulting 
+1. 410.547.5989 
dave.sanders.2@aonhewitt.com  
 
Samuel Harris 
Health & Benefits Consulting 
+1.212.441.1126 
samuel.harris@aon.com 
 


 


About Aon 
Aon plc (NYSE:AON) is the leading global provider of risk management, insurance 
and reinsurance brokerage, and human resources solutions and outsourcing 
services. Through its more than 66,000 colleagues worldwide, Aon unites to 
empower results for clients in over 120 countries via innovative and effective risk 
and people solutions and through industry-leading global resources and technical 
expertise. Aon has been named repeatedly as the world’s best broker, best 
insurance intermediary, best reinsurance intermediary, best captives manager, and 
best employee benefits consulting firm by multiple industry sources. Visit aon.com 
for more information on Aon and aon.com/manchesterunited to learn about Aon’s 
global partnership with Manchester United.  


 
 
 
 
 
Copyright 2011 Hewitt Associates LLC. 
This document is intended for general information purposes only and should not be construed as advice or opinions on any specific 
facts or circumstances. The comments in this summary are based upon Hewitt's preliminary analysis of publicly available 
information. The content of this document is made available on an “as is” basis, without warranty of any kind. Hewitt disclaims any 
legal liability to any person or organization for loss or damage caused by or resulting from any reliance placed on that content. 
Hewitt reserves all rights to the content of this document. 
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A-1 


SECTION A: INTRODUCTION 


This compliance review is being undertaken pursuant to Nevada Revised Statute (“NRS”) 287.0425(2)(b), which requires a biennial review of the Public 
Employees’ Benefits Program (“PEBP”) to determine whether the PEBP complies with federal and state laws relating to taxes and employee benefits. 
Accordingly, Aon Hewitt performed a review of certain plan documents provided by PEBP and administration processes to verify that procedures have 
been implemented to enable the PEBP to comply with applicable federal and state laws.  


Our compliance review is based on documents received, statutes, and regulations as existing and in effect during September 2014 unless otherwise noted 
(“Review Period”). We requested from PEBP staff members certain documents and answers to specific questions relevant to the PEBP during the Review 
Period. We did not attempt to verify actual administration of the PEBP through sampling techniques, discussions with third party vendors/administrators, 
or otherwise. In addition, we did not perform any claim audit related to PEBP, or consider issues related to payroll practices, workers’ compensation, 
unemployment compensation, classification of employees, or other non-benefits-related aspects of any federal or state law. 


This Report outlines the results of Aon Hewitt’s review and summarizes our findings and recommendations to address certain document compliance 
issues that we have identified. Any consulting advice we provide is intended to assist PEBP in determining how best to comply with applicable 
requirements relating to the PEBP’s compliance with federal and state laws. Nevertheless, Aon Hewitt does not engage in the practice of law, and the 
consulting advice we provide is not, and is not intended to be, legal advice.  


Although we identified certain issues relating to the PEBP, our Report should not be relied upon to identify all possible weaknesses in internal controls, 
errors, irregularities, or illegal acts, or to identify all possible violations of the NRS, Nevada Administrative Code (“NAC”), the Internal Revenue Code (the 
“Code”), Employee Retirement Income Security Act of 1974 as amended (“ERISA”), Public Health Service Act (“PHSA”), Internal Revenue Service (“IRS”), 
regulations, or other technical pronouncements as we did not perform a transactional operational compliance review of the PEBP. We interpreted 
compliance requirements in a manner we believe to be reasonable; however, we cannot guarantee that government agencies, courts, or participants will 
agree with our interpretation, or that the PEBP would be in compliance with all applicable laws, regulations, rules, or other governmental 
pronouncements if PEBP implemented all of our recommendations.  


We would be pleased to discuss this Report and our recommendations with you in further detail. If you have any questions, please contact Kenneth 
Morgan at 732.302.5986. 
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SECTION B: EXECUTIVE SUMMARY 


Overall, we found that PEBP has done an excellent job in ensuring that its documents and procedures comply with applicable federal and state laws. In 
particular, we found a significant improvement in addressing issues noted in previous reviews. In particular, we note that the 2015 Master Plan Document 
(“MPD”) for the PEBP Self-Funded Consumer Driven High Deductible PPO Plan has addressed the vast majority of suggestions identified in prior reviews. In 
bringing the MPDs into compliance with the Patient Protection and Affordable Care Act of 2010 (“PPACA”), the necessary revisions to the claim and appeal 
procedures have been adopted.  


However, as is typical with reviews of this magnitude, we did note a few areas that could be enhanced to better meet federal and/or state law 
requirements. The following summarizes our significant findings. Please refer to Sections E and F for a detailed description of the findings and 
recommended courses of action. 


Federal Law Issues- Current 


 HIPAA Privacy and Data Security Regulations  
- HIPAA’s Privacy and Security Rules, and the HITECH provisions, have the potential of exposing the PEBP to significant penalties in the event of a 


breach of unsecured protected health information (PHI) by PEBP staff or the personnel of one of its vendors.  
- We have suggested that certain language be added to plan documentation  
- We strongly recommend that PEBP consider the completion of a detailed HIPAA Privacy Compliance Review. In this regard, specific attention 


needs to be directed to:  
o the presence of all required HIPAA privacy and data security language in the related plan documentation, 
o documentation of all HIPAA privacy policies and procedures in a detailed policy and procedures manual, and 
o operational compliance with the HIPAA recordkeeping requirements such as existence and use of training and disclosure logs and various data 


security logs/assessments. 


Federal Law- Future Considerations 


 Patient Protection and Affordable Care Act of 2010 (“PPACA”) 
- PPACA provisions that are already in effect appear to have been adopted. 
- The MPDs should be timely amended for upcoming PPACA requirements as regulatory guidance is available: 
- The PEBP Board should continue monitoring of changes to HHS/ Health Resources and Services Administration (“HRSA”) preventive task force 


guidelines and make respective plan changes from time to time. 
- The PEBP should develop necessary forms and procedures to comply with these PPACA requirements as regulatory guidance becomes available: 
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o Filing employer quality of care reports 
o Employer reporting of health insurance information to government and participants. 


- The PEBP should develop procedures for treatment of medical loss ratio rebates (insured plans only). 
- The PEBP should develop a long-term strategy with respect to the excise tax on high-cost coverage. 


State Law Issues 


 Eligibility and Enrollment 
- Certain changes to the NAC may be advisable to bring into compliance with PPACA and to reflect MPD provisions. 


 Conflict between Statutes 
- There is an apparent conflict between the statutes and the applicability of the provisions of NRS 689B and 695G to the PEBP’s self-insured medical 


plans with respect to several health care coverage requirements, including coverage, claims procedures and appeals, and notice requirements 
with respect to filing a written complaint and obtaining an expedited review. 


- Further clarification is needed regarding confirmation of the appropriate provisions of final adopted regulation R107-99, not yet codified at the 
time of this review. 


 Miscellaneous 
- Certain best practices concerning administrative procedures should be evaluated and implemented to the extent advisable. 


Transactional Testing 


This is the sixth biennial review of the PEBP health and welfare plans to assess compliance with applicable federal and Nevada state statutes and 
applicable regulations that Aon Hewitt has been engaged by the PEBP. These reviews have only focused on document compliance with applicable laws, 
statutes and regulations. We have previously recommended that an operational review, including in depth interviewing of PEBP staff members regarding 
plan operations and processes in conjunction with testing a limited sample of transactions to ensure that the PEBP is operating the health and welfare 
programs in compliance with various federal and Nevada state laws. We continue to recommend that transactional testing be performed to ensure full 
compliance with the requirements of NRS 287.0425, and applicable federal and state laws. 
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SECTION C: FACTS AND ASSUMPTIONS 


The following facts and assumptions were relied upon in performing our review and preparing this Report: 


 All documents and data received (see Schedule D), as well as any information conveyed to us orally, are accurate and were in effect during the Review 
Period 


 Generally, the PEBP sponsored health and welfare benefit plans that are subject to this review are those reflected in the Master Plan Document and 
the FSA SPD: 
- Self-funded Consumer Driven High Deductible PPO Medical Plan 
- Self-funded Prescription Drug Program 
- Self-funded PPO Dental Plan 
- Live Well, Be Well Program (Wellness Program) 
- Medical Flexible Spending Account 
- Dependent Care Flexible Spending Account.  


 To the extent that the Federal and/or State of Nevada laws noted in the bullet points below are applicable, the following PEBP health and welfare 
benefit plans were also included: 
- Health Plan of Nevada HMO Medical Plan 
- Hometown Health HMO Medical Plan 
- Life Insurance Plan 
- Long-term Disability Plan 


 The voluntary elective products/benefits offered under the PEBP (Long-term Care Plan, Short Term Disability Plan, and Supplemental Life Insurance 
Plan) were also outside the scope of our review. 


 There were also documents that were provided during our previous review(s) that were still effective during this Review Period. To the extent that 
applicable statutes had not been subsequently amended, we relied on our prior findings for our current review, assuming they would be still 
applicable. 


 The PEBP health and welfare benefit plans listed above were reviewed for compliance with the following federal laws: 
- Americans with Disability Act of 1990 and the Americans with Disability Act Amendments Act of 2008 (together “ADA”) 
- Age Discrimination in Employment Act of 1967 (“ADEA”) 
- Children’s Health Insurance Program Reconciliation Act of 2009 (“CHIPRA”) 
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- COBRA (as made applicable through Section 300bb of the Public Health Service Act) 
- Executive Order 11246 (re: nondiscrimination on the basis of sex) 
- Family and Medical Leave Act of 1993 (“FMLA”) 
- Genetic Information Nondiscrimination Act of 2008 (“GINA”) 
- Gulf Opportunity Zone Act of 2005 (“GO”) 
- Heroes Earnings Assistance and Relief Tax Act of 2008 (“HEART”) 
- Health Insurance Portability and Accountability Act of 1996 (“HIPAA”) benefit provisions, including wellness program requirements 
- HIPAA privacy and data security provisions , including HITECH (note that our review did not include a review for compliance with HIPAA’s 


Electronic Data Interchange (“EDI”) regulations) 
- HMO Act 
- Medicare Secondary Payer (“MSP”) requirements 
- The Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (“Medicare Part D Requirements”) 
- Mental Health Parity Act (“MHPA”) and Paul Wellstone and Pete Domenici Mental Health Parity and Addiction Equity Act of 2008 (“MHPAEA”) 
- Michelle’s Law of 2008  
- National Defense Authorization Act of 2008 (“NDAA”) 
- Newborns’ and Mothers’ Protection Act of 1996 (“NMHPA”) 
- Patient Protection and Affordable Care Act of 2010 (“PPACA”)  
- Pregnancy Discrimination Act (“PDA”) 
- QMCSOs 
- Rehabilitation Act of 1973 
- Social Security Act Health Insurance (“Medicare”), including Medicare Part D 
- Title VII of the Civil Rights Act of 1964 
- Uniformed Services Employment and Reemployment Rights Act of 1964 (“USERRA”) 
- Women’s Health & Cancer Rights Act of 1998 (“WHCRA”) 
- Code Sections 79, 105(h), 125(h), and 129 
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 The PEBP health and welfare plans listed above were reviewed for document compliance with the certain Nevada state law requirements in the 
following areas. This listing reflects the impact of several new and revised pieces of legislation subsequent to our previous review that may have 
impacted PEBP benefits and administration: 
- Eligibility and Participation  


o NAC 287.0351, 287.0852, 287.0951, 287.1351, 287.1501, 287.310, 287.3105, 287.3111, 287.31223,, 287.31054, 287.3125, 287.313, 287.3145, 
287.317, 287.318, 287.319, 287.3205, 287.355, 287.3572, 287.3592, 287.3612, 287.3632, 287.365, 287.367, 287.368, 287.3692, 287.3712, 
287.3732, 287.375, 287.3762, 287.379, 287.381, 287.3832, 287.3852, 287.3862, 287.387, 287.389, 287.4002,287.500, 287.510, 287.5155, 
287.5202, 287.530 


o NRS 287.0106, 287.020, 287.021, 287.025, 287.0456,287.0467, 287.0475, 287.0477, 287.0479, 689B.0336 


- Retirees 
o NAC 287.530, 287.542, 287.544, 287.5465, 287.5485 
o NRS 287.0205, 287.023, 287.024, 287.043, 287.0467, 287.047, 287.0475 


- Benefit Coverage 
o NAC 287.100 
o NRS 287.0205, 287.027, 287.0272, 287.0274, 287.0276, 287.0433, 287.043358, 287.0485, 689B.2836, 689B.287, 695G.160, 695G.164, 


695G.170, 695G.173 and 295G.405 


- Premium and Funding 
o NAC 287.420-287.4909, 287.760-287.792 
o NRS 287.0158, 287.017, 287.043, 287.0434, 287.0435, 287.0436, 287.04362, 287.04364, 287.04385, 287.0439, 287.044, 287.0445, 287.0467) 


- Subrogation (NRS 287.0465) 


                                                                 
1 Amended by R109-12. 
2 Amended by R002-12. 
3 Amended by R047-13. 
4 Added by R101-13. 
5 Amended by R108-12. 
6 Amended effective 1/1/2014. 
7 Amended effective 7/1/2013. 
8 Amended in 2013. 
9 NAC 287.440 amended by R002-12; NAC 287.485 amended by R108-12. 
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- Orientation Program (NAC 287.3145 and 287.3171) 
- Agency Participation and Administration 


o NAC 287.310, 287.3205, and 287.355-287.389  
o NRS 287.0106, and 287.020 


- Board Authority and Duties 
o NAC 287.170-287.19610 
o NRS 287.0402, 287.04062, 287.0415, 287.0424, 287.0426, NRS 287.043, 287.041, 287.043358, 287.0434, 287.04366, and 287.0487 


- Executive Branch Reporting Requirements (NRS 287.0425) 
- Claims and Appeals Procedures 


o NAC 287.610-287.69511, and 287.750 
o NRS 287.043, 287.043358, 689B.255, 695G.2006, 695G.210, 695G.220, 695G.2306, 695G.241-695G.300, and 695G.310 


- Notice Requirements (NRS 695G.210 and 695G.2306) 
- Family and Medical Leave (NAC 284.52345, 284.581, 284.5811, and 284.5813) 
- Leave of Absence for Military Duty (NAC 281.145 and 284.359) 
- Audit Requirements (NRS 287.0425 (1)(a), (b)) 


                                                                 
10 NAC 287.178 amended by R1010-13. 
11 NAC 287.600, 287.601, 287.602, 287.603, 287.608, 287.660, 287.670, and 287.680 amended by R002-12; NAC 287.695 added by R002-12; and NAC 287.608 amended 
by R108-12. 







PUBLIC EMPLOYEES’ BENEFITS PROGRAM – BIENNIAL COMPLIANCE REVIEW – REVIEW PERIOD: SEPTEMBER 2014 


D-1 


SECTION D: DOCUMENTS RECEIVED 


In performing our review of the PEBP health and welfare plans, we obtained the following documents during this review period: 


 PEBP to Aon Work Order Request FY 2015 
 PEBP Organizational Chart July 2014 
 Plan Documents: 


- PEBP Master Plan Document (“MPD”) for Eligibility and Enrollment: Plan Year 2015 (“PY15”) 
- PEBP MPD for the Consumer Driven Health Plan for Medical, Vision and Prescription Drug benefits and Summary of Benefits for Health Savings 


Account, Health Reimbursement Account: PY15 
- PEBP MPD for the Self-Funded PEBP PPO Dental Plan and Summary of Benefits for Life and Long Term Disability Insurance PY15 


 Plan Summaries 
- PEBP Introduction to Employee Benefits PY15 
- PEBP CDHP SBC (Individual) PY15 
- PEBP CDHP SBC (Family) PY15 
- Health Reimbursement Arrangement for Medicare Exchange Enrollees OneExchange PY15 


 Health Plan of Nevada, Inc. documents: 
- HPN EOC (2014) 
- HPN $7/$35/$55 Outpatient Group Prescription Drug Benefit Summary (10/2007) 
- HPN Vision Benefit Plan Summary Option 6: 12/12/24/10-10-100 (3/2009) 
- HPN HMO SBC PY15 


 Hometown Health Plan, Inc. documents: 
- HHP EOC (2012) 
- HHP Summary of Benefits: HMO 25-500 A D0000 (2014) 
- HHP 2014 HMO Prescription Drug Rider: RX $7-$40-$75/$40% (Update 11/4/2013) 
- HHP VSP Vision Benefits Summary (6/21/2011) 
- HHP SBC PY15 
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 HealthSCOPE documents: 
- HealthSCOPE Flexible Spending Accounts (“FSA”), Health Care (Medical) FSA, Dependent Care FSA, Limited Purpose/Scope FSA Summary Plan 


Description and Employee Enrollment PY15 
- HealthSCOPE FSA Enrollment Form 
- HealthSCOPE Health Care & Dependent Care Reimbursement Request Claim Form  
- Accident Questionnaire Form Acknowledgement  
- Non Specific Accident Questionnaire  
- Benefits Subrogation Letter 


 Standard Insurance Company documents: 
- Certificate Group Life Insurance, Policy Numbers 642682-A (Basic Active Life: Revised 5/2014) 
- Certificate Group Life Insurance, Policy Numbers 642682-B (Voluntary Active Life: Revised 3/14/2011) 
- Certificate Group Life Insurance, Policy Numbers 642682-C (Retiree Life: Revised 5/2014) 
- Certificate Group Long Term Disability Insurance, Policy Number 642682-D (LTD: Revised 5/2009) 
- Certificate Short Term Disability Insurance, Policy Number 642682-E (STD: Revised 2/15/2013) 


 UNUM Documents 
- UNUM Long Term Care Group Master Policy/Certificate – Form Number 584040 
- UNUM Long Term Care Plan Highlights/Schedule of Benefits 


 State of Nevada Employee Handbook (Revised 5/2014) 
 PEBP Administrator Manual (Printed on 7/13/2012): no change. Preliminary observation is that the manual may need to be updated for the PPACA 


changes such as coverage of adult dependent children 
 Enrollment Materials 


- PEBP Open Enrollment Letter (Active) PY15 
- PEBP Open Enrollment Letter (Medicare Retirees) PY15 
- PEBP Open Enrollment Guide (Active Employee and Non-Medicare Retirees) PY15 
- PEBP Open Enrollment Form (Active) PY15 
- PEBP Open Enrollment Guide (Medicare Retirees) PY15 
- PEBP Open Enrollment Form (Medicare Retirees) PY15 
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- PEBP Late Enrollment (Retirees) PY15 
- PEBP and OneExchange Enrollment Guide PY15 
- PEBP and Medicare PY15 
- Certification of Disabled Dependent Child 


 COBRA related documents: 
- Initial COBRA notice (Revised 10/2013) 
- COBRA address notification form (Revised 10/2013) 
- Sample COBRA Election Notice (Dated 10/2014) 
- COBRA Termination Notices 


 Other Notices: 
- Declination of Benefits Notification 
- Worker’s Compensation 
- Qualified Medical Child Support Order Notification 
- Notification of Retiree Turning 65 
- FMLA Notice 
- Confidentiality and Security Statement of Understanding (Revised 8/2008) 
- Military Leave 
- Release of Information Authorization Form (Revised 3/2010) 
- Certificate of Group Health Plan Coverage 
- PEBP Condolence Letter 


 Local Government Entity Application Instructions for Coverage under Public Employees’ Benefits Program (Health Insurance) (Revised 7/2013) 
 PEBP Policies and Procedures 


- Accounting Unit 
o Accounts Payable (5/1/2013) 
o Accounts Receivable (5/1/2013) 
o Budget Management (5/1/2013) 
o Collections and Bad Debt Write-Off (6/1/2013) 
o Credit Card Payments (5/1/2013) 
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o Fixed Assets (5/9/2013) 
o Internal Controls (5/1/2013) 
o Purchasing (5/1/2013) 


- Agency Policy 
o Case Status Monitoring (7/1/2014) 
o Document Production and Distribution (7/1/2014) 
o Scanned Document Retention (7/1/2014) 


- Appeals and Complaints Policies and Procedures 
- Contract Policies and Procedures 
- Privacy Policies and Procedures 


 HIPAA Privacy and Security Related Documents: 
- HIPAA Privacy Notice 
- HIPAA Security Policy 
- Department HIPAA Policy Guideline (Revised 2008) 
- HIPAA Policies and Procedures (Originated 9/17/2003, Last Updated 6/28/2013) 
- HIPAA Privacy Policy and Procedures (Revised 2008) 
- HIPAA Training: Board Presentation  
- HIPAA Training: Staff Presentation 
- PEBP Business Associate Agreement – Template 2013 
- Current Business Associate Agreements with 


o Aon Consulting. Inc. 
o Casey, Neilon and Associates LLC. 
o Catamaran PBM of Maryland, Inc. 
o Extend Health, Inc. 
o Health Claim Auditors, Inc. 
o HealthSCOPE Benefits, Inc. 
o Hometown Health Providers 
o Morneau Shepell 
o U.S. Preventive Medicine, Inc. 
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 PEBP Financial Documents 
- PEBP Audited Financial Statements for the Self Insurance Trust Fund (Years ended 6/30/2013 and 2012) 
- PEBP GASB OPEB Valuation (Year Ended 6/30/2013) 
- PEBP Audited Financial Statements for the Public Employees’ Benefits Fund and the State Retirees’ Health and Welfare Benefit Fund (as of 


6/30/2013 and 2012) 
- PEBP Self-funded CDHP Plan Utilization Report (Year ended 6/30/2013) 


 Eligibility/Compliance Audit Report (Health Claim Auditors, Inc. 9/2014) 
 PY15 Rates – Effective 7/1/2015 
 PEBP Board and Agency Duties, Policies and Procedures (1/2012) – provided in connection with a prior biennial review. 
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SECTION E: SUMMARY OF FINDINGS – FEDERAL LAW REQUIREMENTS 
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Americans with 
Disabilities Act of 
1990 (“ADA”) 
 
Americans with 
Disability 
Amendments Act 
of 2008 (“ADA”) 


• Reviewed Master Plan 
Document (“MPD”) 
and Flexible Spending 
Account Summary Plan 
Description (“FSA 
SPD”). 


• Reviewed Employee’s 
Handbook. 


• No exceptions noted. • None.   


Age 
Discrimination in 
Employment Act 
of 1967 


• Reviewed MPDs and 
FSA SPD. 


• Reviewed Employee’s 
Handbook. 


• Reviewed Group Life 
Insurance Certificates. 


• Reviewed Group Long 
Term Disability 
Insurance Certificates. 


• Reviewed HMO’s 
Evidence of Coverage. 


• No exceptions noted. • None.   


Children’s Health 
Insurance 
Program 
Reconciliation 
Act of 2009 
(“CHIPRA”) 


• Reviewed MPDs and 
FSA SPD. 


• Reviewed Employee’s 
Handbook. 


• No exceptions noted. • None.   
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Consolidated 
Omnibus Budget 
Reconciliation 
Act of 1985 
(“COBRA”) 


• Reviewed MPDs. • No exceptions noted. 
- We note that the MPD 


(Eligibility and 
Enrollment) has been 
amended to include 
appropriate language 
about Marketplace 
coverage options. 


• None.   


• Reviewed FSA SPD. • No exceptions noted. 
- We note that the new FSA 


SPD describes the 
availability of COBRA 
continuation coverage for 
health FSA balances. 


• None.   


 • Reviewed COBRA 
notices received for 
compliance with 
regulations and 
subsequent PPACA 
guidance regarding 
availability of 
Marketplace options. 


• COBRA General (Initial) 
Notice. No exceptions noted.  
- We note that the General 


Notice has been amended 
to include appropriate 
language about 
Marketplace coverage 
options 


• None   


 • Election Notice. No 
exceptions noted.  
- We note that the COBRA 


election notice has been 
amended to reflect the 
availability of COBRA 
coverage to Health FSA 
participants as previously 
recommended. 


• None. •   


  • Notice of Unavailability of 
Continuation Coverage. No 
exceptions noted.  


• None.   
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


COBRA (cont’d)  • Notice of Termination of 
COBRA Coverage. No 
exceptions noted. 


• None.   


  • Notice of COBRA Premiums 
Short by Insignificant 
Amount. Required when a 
COBRA premium payment “is 
not significantly less than the 
amount the plan requires to 
be paid for a period of 
coverage.” Payment of the 
insufficient amount must be 
treated as satisfying the 
COBRA payment 
requirement unless the plan 
notifies the qualified 
beneficiary of the deficiency 
amount and grants 
reasonable time for payment 
of the deficiency to be made. 


• A Notice of COBRA Premium 
Shortfall should be 
developed. 


• PEBP accounting runs an aging 
report on a monthly basis. If any 
participant is found to be past due 
in premium payment regardless of 
the plan a letter is sent to that 
participant with the amount due 
and a due date for payment. We do 
not have a COBRA specific letter, 
but will incorporate COBRA 
language in our standard 
Collections notice as needed. 


• January 1, 2015 


 • Reviewed open 
enrollment materials. 


• No exceptions noted. 
• It appears from the open 


enrollment materials that 
qualified beneficiaries may 
modify their COBRA 
coverage and enroll 
additional dependents. 


• None   
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Executive Order 
11246 


• Reviewed MPDs and 
FSA SPD. 


• Reviewed Group Life 
Insurance Certificates. 


• Reviewed Group Long 
Term Disability 
Insurance Certificates. 


• Reviewed HMO’s 
Evidence of Coverage. 


• No exceptions noted. • None.   


Family and 
Medical Leave Act 
of 1993 (“FMLA”) 


• Reviewed MPDs and 
FSA SPD. 


• Reviewed Employee’s 
Handbook. 


• FMLA Notice. 


• No exception noted. • None.   


Genetic 
Information 
Nondiscriminatio
n Act of 2008 
(“GINA”) 


• Reviewed MPDs. • No exception noted.  • None.   


Gulf Opportunity 
Zone Act of 2005 
(“GO Act”) 


• Reviewed MPDs. 
• Reviewed HMO’s 


Evidence of Coverage. 


• No exception noted • None   


Heroes Earnings 
Assistance and 
Relief Tax Act of 
2008 (“HEART”) 


• Reviewed FSA SPD. 
• Reviewed FSA 


Enrollment 
Agreement. 


• Reviewed Employee’s 
Handbook. 


• No exceptions noted.  • None.   
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


HIPAA Benefit 
Provisions 
(including 
wellness 
program 
requirements) 


• Reviewed MPDs and 
FSA SPD. 


• No exceptions noted. • None.   


HIPAA Privacy 
and Data Security 
Provisions 


• Aon Hewitt conducted 
HIPAA Privacy and 
Data Security Training 
for PEBP staff and the 
Board in May 2014. 


• Training. PEBP staff receives 
annual training and has a 
good understanding of the 
HIPAA rules and regulations 
and are very sensitive to the 
privacy and security of PEBP 
health information. 


• None.   


 • Reviewed HIPAA 
Privacy Notice. 


• HIPAA Privacy Notice: The 
notice was updated in 
accordance with the final 
omnibus HIPAA regulations. 


• None.   


 • Reviewed MPDs and 
FSA SPD. 


• It is unclear whether the 
health plans have been 
formally amended as 
required by HIPAA to permit 
plan sponsors (PEBP Board) 
to have access to PHI. 
- Plan documents should 


include procedures 
necessary to permit 
access, and list titles of 
those inside HIPAA 
firewall authorized to 
receive, use or disclose 
PHI. 


• Adopt plan amendments as 
described. (Sample 
provided)  


• Update MPDs, FSA SPD, and 
possibly the HIPAA Privacy 
Notice. 


• PEBP has amended its MPDs and 
the FSA SPD as recommended. 


• November 1, 2014 
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


HIPAA Privacy 
and Data Security 
Provisions 
(cont’d) 


• Reviewed MPDs and 
FSA SPD (cont’d) 


- Plan sponsor (PEBP 
Board) must certify 
compliance with the 
HIPAA health plan 
amendment 
requirements. 


• MPDs and FSA SPD should 
identify titles of individuals 
inside the HIPAA firewall. 
- We note that the MPDs 


and FSA SPD identify the 
title of the HIPAA privacy 
official and the HIPAA 
Privacy Policies and 
Procedures identify the 
title of both the HIPAA 
privacy and data security 
officials. 
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


HIPAA Privacy 
and Data Security 
Provisions 
(cont’d) 


• Reviewed HIPAA 
Policies and 
Procedures. 


• HIPAA Data Security 
Compliance. PEBP’s Health 
Plan Auditor had completed 
a security review in 2010 and 
again in 2014. Review 
included some areas 
required by the HIPAA data 
security regulations. 


• The Privacy & Security of 
Protected & Personal Health 
Information policy and 
procedure was substantially 
updated in 2013. 
- The new policies and 


procedures describe the 
HIPAA Data Security 
standards and 
specifications at a high 
level. 


- It is recommended that 
more concrete policies 
and procedures be 
adopted.  
 For example, Breach 


Notification requirements 
are described, but actual 
procedures and 
responsibilities for 
determining whether 
there has been a breach 
and for making required 
notifications are not 
described in detail. 


• HIPAA policies and 
procedures do not appear to 
address some areas of 
HIPAA Privacy and Security 
Rule compliance.  
- Consider providing more 


detail in the policies and 
procedures. 


- Sample TOC provided 


• PEBP will update its Privacy and 
Security Policies and Procedures as 
recommended. 


• March 1, 2015 
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


HIPAA Privacy 
and Data Security 
Provisions 
(cont’d) 


• Reviewed Business 
Associate (BA) 
Template. 


• Reviewed Updated 
Business Associate 
Agreements. 


• Business Associate 
Agreements (“BAA”).  
- In accordance with the 


HITECH Act and the final 
omnibus HIPAA 
regulations, all existing 
BAAs were timely 
updated on or before 
9/22/2014. 


- PEBP has asserted that all 
vendors who receive PHI 
have been identified. 


• We are unable to 
independently confirm that 
every business associate of 
PEBP has been identified. 


• Confirm that BAAs are in 
place with all vendors of all 
of PEBP plans, in which PHI 
is exchanged. 
- Other potential Business 


Associates include patient 
safety organizations, 
health information 
(exchange) organizations, 
e-prescribing gateways, 
subcontractors, data 
transmission facilitators, 
vendors of personal 
health records, banking 
and financial institutions, 
photocopier providers, 
on-site contractors, 
facsimile machine 
providers, document 
storage and disposal 
(paper or electronic). 


• See comments on the next 
page concerning an 
independent HIPAA review. 


• Business Associates Agreements 
(BAAs) are in place with all 
contracted PEBP Vendors who 
receive PHI. 


 


• PEBP will confirm that BAAs exist 
with all vendors doing business 
with PEBP who may have access to 
PHI including but not limited to 
banking and financial institutions, 
photocopy providers, facsimile 
machine providers and document 
storage and disposal providers. 


• February 1, 2015 
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


HIPAA Privacy 
and Data Security 
Provisions 
(cont’d) 


 • General Observations  
- The PEBP covered entities 


have made substantial 
progress in documenting 
compliance with HIPAA. 


- We note that, as 
previously recommended, 
the policies and 
procedures, the MPD 
defines the respective 
health plans as “hybrid 
entities” and as “affiliated 
covered entities” and 
declare the respective 
plans as “organized health 
care arrangements.”  


• We continue to urge that 
the PEBP consider an 
independent review of 
compliance with the 
requirements of HIPAA’s 
Privacy Rule, with particular 
focus on the ensuring that: 
- All required plan 


amendments have been 
made and adopted. 


- Required notices reflect 
those amendments. 


 


• PEBP may consider an independent 
review for HIPAA compliance as 
recommended. 


 


Code Sections 79, 
105(h), 125(h), 
and 129 


• Reviewed results of 
prior assessment. 


• PEBP has retained Aon 
Hewitt to conduct 
nondiscrimination testing. It 
is currently anticipated that 
testing will be completed by 
the first quarter of 2015. 


• Complete testing and review 
results. 


• PEBP is working with Aon Hewitt to 
perform the non-discrimination 
testing for Plan Year 2015. It is 
anticipated that the testing will be 
done in early calendar year 2015. 


• June 1, 2015 


Medicare 
Secondary Payer 
Requirements 


• Reviewed MPDs. • No exceptions noted. • None.   


Medicare Part D 
Requirements 


• Reviewed Medicare 
Part D Notice. 


• No exceptions noted. • None.   
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Mental Health 
Parity and 
Addiction Equity 
Act (“MHPAEA”) 


• Reviewed MPDs. 
• Reviewed HMO’s 


Evidence of Coverage. 


• Reviewed in light of the 
MHPAEA final regulations 
were issued in 11/2013 that 
applied to the PEBP for plan 
years beginning on or after 
7/1/2014. 


• No exceptions noted in the 
PY15 documents. 


• None.   


Michelle’s Law 


 


• Reviewed MPDs. • No exceptions noted. • None.   


National Defense 
Authorization Act 
of 2008 (“NDAA”) 


• Reviewed MPDs. 
• Reviewed Employee’s 


Handbook. 
 


• No exceptions noted. • None.   


Newborns’ and 
Mothers’ Health 
Protection Act of 
1996 (“NMHPA”) 


• Reviewed MPDs and 
FSA SPD. 


• Reviewed HMO’s 
Evidence of Coverage. 
 


• No exceptions noted. • None.   
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Patient 
Protection and 
Affordable Care 
Act of 2010 
(“PPACA”) 


• Reviewed MPDs and 
FSA SPD. 


• Reviewed HMO’s 
Evidence of Coverage. 


• The Health FSA and the 
MPDs appear to satisfy the 
PPACA requirements 
currently in effect: 
- Health FSA does not 


reimburse over-the-
counter medicines 
without a prescription, 
except insulin. 


- Health FSA contributions 
are limited to $2,500. 


- Adult children are 
covered to age 26. 


- No lifetime or annual 
dollar limits on essential 
health benefits. 


- No apparent preexisting 
condition exclusions. 


- Claim and appeals 
processes appear to 
satisfy the PPACA 
requirements. 


- Prohibition on rescissions 
satisfies PPACA 


- Definition of full-time 
employee satisfies the 
shared responsibility 
provisions. 


- Limitation on waiting 
periods. 


• None.   
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


PPACA (cont’d)  - Out-of-Pocket cost 
sharing limits 


• Continue to monitor 
increases in permissible 
limits and developments 
with respect to integration 
of the out-of-pocket limits 
between medical and Rx 
vendors. 


• PEBP continuously monitors this 
provision as part of the plan design 
and rate setting process. 


 


  - No cost sharing and 
coverage for certain in-
network preventive 
health services in 
accordance with HHS 
guidelines (including 
women’s preventive 
health requirements. 


• Continue to monitor 
changes to HHS/HRSA 
preventive task force 
guidelines and make 
respective plan changes 
from time to time. 


• PEBP continuously monitors this 
provision as part of the plan design 
and rate setting process. 


 


  - Medical Loss Ratio • Develop policies and 
procedures for the 
treatment of medical loss 
ratio rebates received from 
the insured plans. 


• PEBP will develop Policies and 
Procedures for the treatment of 
medical loss ratio rebates received 
from insured plans (HMOs) 
contracted with PEBP. 


• July 1, 2015 







PUBLIC EMPLOYEES’ BENEFITS PROGRAM – BIENNIAL COMPLIANCE REVIEW – REVIEW PERIOD: SEPTEMBER 2014 


SECTION E: SUMMARY OF FINDINGS – FEDERAL LAW REQUIREMENTS (CONT’D) 


E-14 


FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


PPACA (cont’d)  • Compliance with upcoming 
and delayed requirements. 


• Develop necessary forms 
and procedures and make 
necessary plan changes as 
regulatory guidance 
becomes available: 
- Automatic enrollment. 
- Quality of care reports. 
- Nondiscrimination 


requirements for insured 
plans. 


- Employer reporting of 
health insurance 
information to 
government and 
participants. 


• PEBP will develop forms and 
procedures as soon as federal 
guidance clarifies the 
requirements. 


 


   • Develop a long-term 
strategy with respect to 
excise tax on high-cost 
coverage. 


• The PEBP Board is aware of the 
potential excise tax on high cost 
coverage. The Board will continue 
to monitor the situation and make 
changes as necessary to minimize 
the impact of the excise tax or 
determine the method for 
allocating the excise tax to 
subsidies and participants. 


• October 1, 2015 


Pregnancy 
Discrimination 
Act (“PDA”) 


• Reviewed MPDs. 
• Reviewed HMO’s 


Evidence of Coverage. 


• No exceptions noted. • None.   


QMCSOs • Reviewed MPDs and 
FSA SPD. 


• No exceptions noted. • None.   


Rehabilitation 
Act of 1973  


• Reviewed MPDs and 
FSA SPD. 


• Reviewed Employee’s 
Handbook. 


• No exceptions noted. • None.   
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FEDERAL 
STATUTE 


PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Social Security 
Act Health 
Insurance 
(“Medicare”) 


• Reviewed Medicare 
Part D Notice. 


• No exceptions noted.  • None.   


Title VII of the 
Civil Rights Act of 
1964  


• Reviewed MPDs and 
FSA SPD. 


• Reviewed Employee 
Handbook. 


• No exceptions noted. • None.   


Uniformed 
Services 
Employment and 
Reemployment 
Rights Act of 
1994 (“USERRA”) 


• Reviewed MPDs and 
FSA SPD. 


• Reviewed Employee’s 
Handbook. 


• No exceptions noted. • None.   


Women’s Health 
& Cancer Rights 
Act of 1998 
(“WHCRA”) 


• Reviewed MPDs and 
FSA SPD. 


• Reviewed HMO 
Evidence of Coverage. 


• No exceptions noted. • None.   
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Eligibility and 
Participation: 
Definition of 
“dependent” 
NAC 287.035 
NAC 287.311 
NAC 287.312 
NAC 287.3125 
NAC 287.313 


• Reviewed Master Plan 
Documents (“MPD”) 


• Reviewed enrollment 
materials/forms. 


• NAC 287.311 requires that 
the declaration of enrollment 
must be made under penalty 
of perjury. 


• None.   


 • While NAC 287.312 has been 
recently amended again, it 
does not appear to fully 
reflect certain MPD 
provisions/ PPACA 
requirements such as 
coverage of adult children. 


• Recommendation: 
NAC 287.312 should be 
reviewed and updated as 
necessary to reflect the 
PPACA requirements. 
- Sample language has 


been provided separately 


• PEBP will review the sample 
language provided by Aon and 
consider a revision to NAC 287.312 
in regards to coverage for adult 
children. 


• November 1, 2015 


Eligibility and 
Participation: 
Definition of 
“Domestic 
Partner” 
NAC 287.035 


• Reviewed MPDs. • No exceptions noted. • None.   


Eligibility and 
Participation: 
Definition of 
“participant” 
NAC 287.095 
NAC 287.135 
NAC 287.150 
NAC 287.313 
NAC 287.500 


• Reviewed MPDs. • No exceptions noted. • None.   
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Eligibility and 
Participation: 
Definition of “full-
time 
employment” and 
eligibility waiting 
periods 
NRS 287.045 
NAC 287.150 
NAC 287.313 


• Reviewed MPDs. 
• Reviewed Employee 


and Retiree Open 
Enrollment Guides. 


• No exceptions noted. • None.   


Eligibility and 
Participation: 
Retirees 
NAC 287.440 
NAC 287.530 
NAC 287.540 
NAC 287.542 
NAC 287.544 
NAC 287.546 
NAC 287.548 
NRS 287.0406 
NRS 287.0436 
NRS 287.046 
NRS 287.023 
NRS 287.047 
NRS 287.043 


• Reviewed MPDs. 
• Reviewed previously 


provided PEBP Board 
and Agency Duties, 
Policies and 
Procedures (“Board 
Procedures”). 


• Reviewed Retiree 
Enrollment Guide. 


• No exceptions noted • None.   
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Eligibility and 
Participation: 
Seasonal 
employees and 
employees on a 
biennial plan 
NAC 287.095 
NAC 287.150 
NAC 287.500 
NRS 287.0467 


• Reviewed MPDs. 
• Reviewed Open 


Enrollment Guide. 


• No exceptions noted. • None.   


Eligibility and 
Participation: 
Rehired 
employees 
NAC 287.510 
NAC 287.515 
NRS 287.043 


• Reviewed MPDs. • No exceptions noted. • None.   


Eligibility and 
Participation: 
Individual as both 
employee and 
dependent 
NAC 287.520 
NRS 287.043 


• Reviewed MPDs. • No exceptions noted. • None   


Eligibility and 
Participation: 
Surviving spouse/ 
dependents 
NAC 287.530 
NRS 287.021 
NRS 287.0475 
NRS 287.0477 


• Reviewed MPDs. 
• Reviewed Open 


Enrollment Guide. 


• No exceptions noted. • None.   
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Eligibility and 
Participation: 
Pre-existing 
condition 
limitations for 
retirees 
NRS 287.0475 


• Reviewed MPDs. • No exceptions noted. • None.   


Eligibility and 
Participation: 
Surviving 
spouse/child of a 
police officer, 
firemen or 
volunteer firemen 
killed in the line 
of duty 
NRS 287.0477 


• Reviewed MPDs. 
• Reviewed Employee 


Open Enrollment 
Guide. 


• No exceptions noted.  
- We note that, as 


previously recommended, 
the condolence letter was 
updated to inform a 
surviving spouse/child of 
his or her requirements to 
notify the PEPB within 60 
days following the death 
of the insured policeman/ 
fireman. 


• None.   


Eligibility and 
Participation: 
Coverage of newly 
born and adopted 
children 
NRS 689B.033 
NRS 287.04335 


• Reviewed MPDs. • No exceptions noted.  • None.   
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Eligibility and 
Participation: 
Applications for 
participation in 
PEBP by local 
government 
agencies 
NAC 287.310 
NRS 287.010 
NRS 287.017 
NRS 287.025.1.(a) 
NRS 287.040 


• Reviewed Local 
Government Entity 
Application 
Instructions. 


• Reviewed MPDs. 


• No exceptions noted. 
- We note that, as 


previously recommended, 
the 2013 Application 
Instructions were 
amended to require the 
information required by 
NAC 287.310 (1)(d)(2). 


• None.   


• We had previously 
recommended that Quality 
Control procedures be 
developed to reflect 
responsibilities of Executive 
Officer/ PEBP regarding 
administration of the 
application process and 
responsibilities to the local 
government agencies, 
including the requirements 
of NAC 287.310(3), regarding 
providing a claims history 
report upon request. 


• Please confirm whether the 
recommended procedures 
were developed. 


• PEBP will amend its current 
Policies and Procedures regarding 
contracts to include procedures for 
managing local government 
agency contracts. 


• January 1, 2015 


Eligibility and 
Participation: 
Orientation 
program 
NAC 287.314 
NAC 287.317 


• Reviewed MPDs. • No exceptions noted. • None.   
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Eligibility and 
Participation: 
Terminating 
interlocal 
contract and 
withdrawing from 
program 
NAC 287.320 
NAC 287.350 (repealed) 
NAC 287.355 
NAC 287.357 
NAC 287.359 
NAC 287.361 
NAC 287.363 
NAC 287.367 
NAC 287.369 
NRS 287.0479 


• Reviewed Local 
Government Agency 
Application 
Instructions. 


• Reviewed MPDs. 


• NAC 287.357(8) requires a 
business associate 
agreement or certification 
that each opt-out plan is a 
covered entity under HIPAA’s 
privacy regulations on file for 
each opt-out plan. 


• Best Practice. Opt-out plan 
procedures should be 
developed in advance. 
- Procedures would include 


requiring that the PEBP’s 
BAA template will be used 
and executed. 


• As stated in the previous review 
responses, there are not and have 
never been any opt-out plans. If a 
group does opt-out of PEBP, PEBP 
will comply with these 
requirements through its current 
administration process. A unique 
process should not be required to 
administer these requirements. 


 


Eligibility and 
Participation: 
Opt-out plan 
administration 
NAC 287.371 
NAC 287.373 
NAC 287.375 
NAC 287.377 (repealed) 
NAC 287.379 
NAC 287.381 
NAC 287.383 
NAC 287.385 
NAC 287.387 
NAC 287.389  
NRS 287.010 


• Reviewed MPDs. • Under NAC 287.375, PEBP is 
responsible for administering 
eligibility requirements for 
participants in opt-out plans. 


• NRS 287.010(3)-(6) permit 
employees of legal org. 
contracted with a 
participating local agency can 
be eligible for benefits under 
a participating local agency 
plan, including the PEBP.  


• Best Practice. Opt-out plan 
procedures be developed in 
advance, to include: 
- PEBP responsibility for 


processing child support 
orders, workers’ 
compensation leave, 
military leave, family and 
medical leave and other 
leaves of absence that 
affect coverage. 


- Coverage of legal org. 
employees. 


• As stated in the previous review 
responses, there are not and have 
never been any opt-out plans. If a 
group does opt-out of PEBP, PEBP 
will comply with these 
requirements through its current 
administration process. A unique 
process should not be required to 
administer these requirements. 
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Eligibility and 
Participation: 
Definition of “Open 
Enrollment” 


NAC 287.085 


• Reviewed MPDs. • This definition relates to opt-
out plan administration and 
the ability to switch opt-out 
plans or join an opt-out plan. 


• None.   


Benefits 
Coverage: 
Definition of 
“Plan Year” 
NAC 287.100 


• Reviewed MPDs. • No exceptions noted. • None.   


Benefits Coverage  
NRS 287.0433  
NRS 287.04062 
NRS 695G.160 
NRS 287.0485  


• Reviewed MPDs. 
• Reviewed State of 


Nevada Employee 
Handbook. 


• No exceptions noted.  • None.   


Benefits 
Coverage: 
Restatement of 
coverage by 
retired public 
officer, employee 
or surviving 
spouse 
NRS 287.0205 


• Reviewed MPDs. • This provision relates to self-
insured opt-out plans 
maintained by local 
governmental agencies. 


• None (outside scope of 
review). 
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Benefits 
Coverage: Human 
papillomavirus 
vaccination, 
screening for 
colorectal cancer, 
prostate cancer 
and autism 
NRS 287.0272 
NRS 287.027 
NRS 287.0274 
NRS 287.0276 


• Reviewed MPDs. • Relates to self-insured opt-
out plans maintained by local 
governmental agencies. 


• None (outside scope of 
review). 


  


Benefits: 
Coverage: 
Continued 
medical 
treatment 
NRS 695G.164 
NRS 287.04335  


• Reviewed MPDs. •  No exceptions noted.  • None.   


Benefits 
Coverage: 
Medically 
necessary 
emergency 
services 
NRS 695G.170 
NRS 287.04335  


• Reviewed MPDs. • No exceptions noted. • None.   


 • Under NRS 287.04335, NRS 
695G.170 is made applicable 
to self-insured health plans.  


• Amend the MPD to include a 
reference specifically to NRS 
695G.170. 


• PEBP has amended the MPDs to 
include a reference specifically to 
NRS 695G.170. 


• November 1, 2014 
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Benefits 
Coverage: 
Treatment 
received as part 
of a clinical trial 
or study 
NRS 695G.173 
NRS 689B.0306 
NRS 287.04335 


• Reviewed MPDs. • No exceptions noted.  • None.   


Benefits 
Coverage: 
Conversion health 
plan 
NRS 689B.283 


• Reviewed MPDs. • N/A- the self-insured medical 
plan does not offer a 
conversion plan. 


• None.   


Benefits 
Coverage: Claims 
Involving 
Intoxication 
NRS 689B.287 
NRS 695G.405 


• Reviewed MPDs. • No exceptions noted. • None.   


Funding 
Requirements: 
Non-retiree plans 
NRS 287.0435 
NRS 287.0434 
NRS 287.043 
NRS 287.046 


• Reviewed MPDs. 
• Reviewed Board 


Procedures. 


• No exceptions noted.  
- As previously 


recommended, language 
was added to the MPD 
reflecting that under NRS 
287.0435(3) 
disbursements from the 
PEBP must be only for the 
benefit of PEBP 
participants. 


• None.   
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Funding 
Requirements: 
Retiree Plans 
NAC 287.485 
NAC 287.490 
NRS 287.017 
NRS 287.043 
NRS 287.0434 
NRS 287.0436 
NRS 287.04362 
NRS 287.04364 
NRS 287.046 


• Reviewed Board 
Procedures 


• Reviewed “Nevada 
Public Employees’ 
Benefits Programs 
Retiree Health and Life 
Insurance Plans 
Actuarial Report for 
GASB OPEB Valuation- 
Final” (“GASB Report”). 


• No exceptions noted. • None.   


• NAC 287.485 requires an 
audit from the local 
governmental agency 
employer certifying the hire 
date of the retiree. 


• None.   


• NRS 287.017 requires local 
government agencies to 
establish irrevocable trusts 
for retiree health benefit 
plans. 


• We note that PEBP is not 
responsible for the 
enforcement of NRS 
287.017. That responsibility 
falls on the Committee on 
Local Government Finance. 
We suggest that a best 
practice would be to 
document procedures to 
reflect audit requirements 
and develop procedures for 
monitoring the process. 


• PEBP is not responsible for the 
enforcement of NRS 287.017. That 
responsibility falls on the 
Committee on Local Government 
Finance. 
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Funding 
Requirements: 
Payment of 
Premiums 
Due date of premiums 
billed by PEBP and owed 
by public employers. 
Legislator payment of 
premiums. 
Responsibility for 
dependent coverage. 
 
NAC 287.420 
NRS 287.04385 
NRS 287.043 
NRS 287.044  


• Reviewed MPDs. 
• Reviewed Board 


Procedures. 
• Reviewed Local 


Government Agency 
Application 
Instructions. 


• NAC 287.420 provides 
penalties to be assessed in 
the event of nonpayment by 
the participating public 
agency.  


• In previous reviews, we were 
told that specific procedures 
exist regarding the billing 
and payment of premiums by 
participating employers to 
the PEBP. 
- We did not find any such 


procedures among the 
documents provided for 
review this year. 


• Confirm that procedures 
exist for billing/monitoring 
invoicing of local 
governmental entities. 
- Procedures should 


identify who is 
responsible for payment 
of invoices.  


• PEBP Accounting has a procedure 
regarding collections and bad debt 
write-off that applies to all state 
agencies and local governmental 
entities. State agencies and local 
governmental entities are 
identified in the document as 
“groups” (pay centers). This 
document titled ‘PEBP Collections 
Policies and Procedures’ was 
previously provided to AON. The 
document includes information 
regarding the due date of 
payments for individuals and 
groups (pay centers). The 
document also includes 
information regarding the penalty 
that may be assessed for 
nonpayment.  


• This policy does not identify who is 
responsible for paying invoices. A 
separate contact document is 
maintained by PEBP Accounting to 
allow for updates without 
continually changing the main 
procedure.  
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Funding 
Requirements: 
Direct payment of 
premiums for 
retirees, LOAs 
without pay and 
LOAs due to work 
injury 
NAC 287.430 
NAC 287.440 
NAC 287.450 
NAC 287.460 
NRS 287.043 
NRS 287.046 
NRS 287.0439 
NRS 287.0445 


• Reviewed MPDs.  
• Reviewed Flexible 


Spending Accounts 
Summary Plan 
Description (“FSA 
SPD”). 


• Reviewed State 
Employee Handbook. 


• No exceptions noted • None.   


Funding 
Requirements: 
Procedures 
regarding 
handling over/ 
underpayments 
of premiums 
NAC 287.470 
NRS 287.043 


• Reviewed MPDs and 
FSA SPD. 


• NAC 287.470 generally 
indicates that certain 
over/under payments of 
premiums may be adjusted 
in the premiums for the 
following month.  


• Best Practice. Administrative 
procedures should be 
developed for treatment of 
over/under payments 
including necessary 
approvals. 


• Currently, the process is to review 
the monthly aging report. All over 
or under payments are identified. 
In the case of an under payment a 
collections letter is sent with the 
amount due and a due date. Any 
over payments made by a 
participant is refunded if the 
participant is no longer on the plan 
or applied to the next month’s 
premium and the invoice adjusted 
accordingly. 
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Funding 
Requirements: 
over/ 
underpayments 
of premiums 
(cont’d) 


   • PEBP Accounting will develop a 
policy & procedure to specifically 
address the review of the monthly 
aging report and actions to take 
for over and under payments to 
include appropriate approval levels 
with PEBP staff. 


• March 31, 2015 


Subrogation to 
rights of officer, 
employee or 
dependent 
NRS 287.0465 


• Reviewed MPDs. 
• Reviewed subrogation 


notice. 


• No exceptions noted. • None.   


Claims and 
Appeals 
Procedures 
NAC 287.610 
NAC 287.620 
NAC 287.660 
NAC 287.670 
NAC 287.680 
NAC 287.690 
NRS 287.043 
NRS 287.04335 
NRS 689B.255 


• Reviewed MPDs. 
• Reviewed FSA SPD. 
• Reviewed PEBP Quality 


Control Claims Appeals 
Policies and 
Procedures 


• No exceptions noted. • None.   
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Claims and 
Appeals 
Procedures: 
Complaint 
system; notice 
requirements to 
insured 
NAC 287.750 
NRS 695G.200 
NRS 695G.220 
NRS 695G.230 
NRS 287.04335 


• Reviewed MPDs. • No exceptions noted. • None.   


Claims and 
Appeals 
Procedures: 
Notice to insured; 
expedited review 
process 
NRS 695G.210 
NRS 695G.230 
NRS 287.04335 


• Reviewed MPDs. 
• Reviewed PEBP 


appeals procedures. 


• No exceptions noted. • None.   


Claims and 
Appeals 
Procedures: 
External review 
process 
NRS 695G.241 
NRS 695G.300 
NRS 695G.310 
NRS 287.04335  


• Reviewed MPDs. • No exceptions noted. • None.   
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


Family Medical 
Leave Provisions 
NAC 284.52345 
NAC 284.581 
NAC 284.5811 
NAC 284.5813 


• Reviewed MPDs. 
• Reviewed FMLA 


procedures. 
• Reviewed State 


Employee Handbook. 


• No exceptions noted. • None.   


Leave of Absence 
for Military Duty 
NAC 281.145 


• Reviewed MPDs. 
• Reviewed State 


Employee Handbook. 


• No exceptions noted. • None.   


Audit 
Requirements 
NRS 287.0425(1)(a),(b) 


• Confirmed State of 
Nevada Self-Insurance 
Trust Fund, Public 
Employees’ Benefits 
Program, 6/30/2013 
and 2012 issued 


• Confirmed State 
Retirees” Health & 
Welfare Benefits Fund, 
Public Employees’ 
Benefits Program, 
6/30/2013 and 2012 
issued 


• No exceptions noted. • None.   


Additional 
Reporting 
Requirements 
NRS 287.0425(2)(a) 


• Confirmed biennial 
GASB Report was 
issued (independent 
biennial certified 
actuarial valuation and 
report of the State’s 
health and welfare 
benefits for current 
and future state 
retirees) 


• No exceptions noted. • None.   
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STATE STATUTE PROCEDURES 
PERFORMED 


FINDINGS COURSE OF ACTION 
NEEDED 


PEBP ACTION ACTION TIMELINE 


PEBP Board 
Authority and 
Duties 
NRS 287.04062 
NRS 287.0415 
NRS 287.0424 
NRS 287.0426 
NRS 287.043 
NRS 287.0487 
NRS 287.04335 
NRS 287.0402 
NRS 287.041 
NRS 287.0434 


• Reviewed Board 
Procedures. 


• No exceptions noted. • None.   


Miscellaneous 
NAC 287.005, 
NAC 287.145 


• Reviewed MPDs. • No exceptions noted. • None.   
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August 26, 2015 
 
Mr. Damon Haycock  
Executive Officer 
State of Nevada Public Employees’ Benefits Program (PEBP) 
901 S. Stewart Street, Suite 1001 
Carson City, NV 89701 
 
Subject: Incurred But Not Paid (IBNP) Liability and Catastrophic Reserve as of June 30, 2015 for PEBP’s 


Self-Insured Health and Welfare Plans 


Dear Damon: 


Aon Hewitt has estimated the Incurred But Not Paid (IBNP) liability for the State of Nevada Public 


Employees’ Benefits Program (PEBP) self-insured active & retiree medical, prescription drug, and dental 


plans to be $31,087,000 as of June 30, 2015. This is an increase of $6,414,000 or 26.0%, from the prior 


reserve estimate as of June 30, 2014. The change in medical and dental liabilities from the previous 


reserve estimate is attributable to the following: 


 An overall increase in membership of around 8% (approximately $2M) 


 Claims trend for Medical/Rx/Dental of around 8% (approximately $2M) 


 Plan design changes on July 1, 2014 that enriched both the medical and dental plans caused an 
increase of $1.7M 


 Due to the increased volatility in the claims, the catastrophic load  is now at 30%, up from 25% 
from the prior year (approximately $0.8M) 


 
The components of the reserve including the 95% confidence level are shown below: 
 


 


The IBNP liability development builds upon our “best estimate” by including a margin of 3% to account for 


estimated administrative fees for the payment of the outstanding claims by your medical and dental vendors. 


In the past, PEBP has also elected to include an additional margin to increase the certainty that IBNP 


reserves are sufficient to meet all claim run-out liabilities. The inclusion of a catastrophic reserve margin 


provides further protection against unforeseen conditions, including fluctuations in claims processing 


patterns, increased utilization, large claims, or other extraordinary circumstances. The margin represents 


a 95% probability incurred but unpaid medical and dental claims will not exceed the established reserve. 


FY2014 FY2015


Benefit Plan


Medical $21,809,000 $27,813,000


Prescription Drugs $1,428,000 $1,485,000


Dental $892,000 $1,121,000


Total IBNR $24,129,000 $30,419,000


Expense Margin $544,000 $668,000


Total All Reserves $24,673,000 $31,087,000
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The 95% probability is consistent with the level selected in the past by PEBP’s board for use with the 


IBNP margin. The result is a 30% load on the IBNP reserves to achieve the 95% probability threshold. 


Please note, this IBNP estimate does not reflect any of the following items that may have been incurred but 


not yet received: prescription drug rebates and Retiree Drug Subsidy reimbursements. IBNP is also 


commonly referred to as IBNR. Although used synonymously, IBNR is technically a subset of IBNP which 


also includes claims reported but not processed and processed but not paid. The IBNP amount above 


includes all liability components incurred but not yet paid. 


In addition to the IBNP liability, a non-actuarial liability which can exist is a “float” liability, which is based 


on the difference between the checks issued and the checks cleared. This liability can typically be 


assessed with 100% accuracy a day or two after the close of the period. It is an appropriate GAAP 


liability, but a non-actuarial liability, and as such is not addressed by this actuarial opinion. 


The estimated number of months of claims covered by the IBNP reserve determined as of June 30, 2014 


and 2015 by benefit plan is illustrated in the following table: 


 
 


Shown below is a comparison of historical IBNP estimates. Please note this illustration excludes the 
expense and catastrophic reserve margins, and represents medical, dental, and prescription drugs claims 
IBNP only. 
 


 


Benefit Plan FY2014 FY2015


Medical 2.6 3.0


Prescription Drugs 0.8 0.7


Dental 0.6 0.6


Total IBNR 2.1 2.3


Estimated No. of Months Covered


Group FY2014 FY2015 $ Change % Change


State


Active $12,298,000 $15,464,000 $3,166,000 25.7%


Retiree $4,378,000 $4,801,000 $423,000 9.7%


Total $16,676,000 $20,265,000 $3,589,000 21.5%


Non-State


Active $0 $4,000 $4,000


Retiree $1,485,000 $1,845,000 $360,000 24.2%


Total $1,485,000 $1,849,000 $364,000 24.5%


Prescription Drugs $1,428,000 $1,485,000 $57,000 4.0%


Total $19,589,000 $23,599,000 $4,010,000 20.5%


Medical and Dental Claims Only IBNP
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Actuarial Methods and Assumptions 


Liabilities for medical, dental and prescription drug benefits were estimated based on the Developmental 


Method. The underlying principle of the Developmental Method is that the progression of claim payment 


follows runoff patterns that are assumed to remain stable over time. HealthSCOPE Benefits, Inc. provided 


historical medical, dental, and prescription drug claim data summarized by incurred and paid period from 


July 1, 2011 through July 31, 2015 (though June 30, 2015 for dental and prescription data), with 


emphasis on the last twenty four months. Claims were adjusted as necessary for plan design changes. 


The results, produced by applying the Developmental Method to this data, were then adjusted for months 


where data was deemed non-credible. These adjustments were made using the Projection Method, which 


is based on the change in costs per exposure unit over time. The IBNP was determined using a June 30, 


2015 measurement date and includes July 2015 actual lag for medical, June 2015 actual lag for dental 


and pharmacy. 


The IBNP liability was further adjusted to reflect actuarial assumptions related to a number of 


factors/contingencies which could impact reserve adequacy. Such factors/contingencies include:  


changes in claim payment cycles, plan design, insurance carriers, large dollar shock claims, emerging 


claim trends, enrollment shifts, differences in the number of days in the projection period versus the 


baseline period, and other factors. 


Volatility 


There can be significant volatility in IBNP estimates depending upon the measurement period. As the 


medical, dental, and prescription drug carriers / PBMs have significantly increased their claim processing 


speeds over the last several years; the outstanding IBNP amount at any point in time has become a much 


smaller amount in relation to annual paid claims under the plan. Smaller amounts tend to have greater 


volatility (on a percentage basis). 


Source of Information 


In performing our estimate of IBNP liability, we relied on claims and enrollment data given to us by 


HealthSCOPE Benefits, Inc. We reviewed the data for reasonableness but have not audited it; as such, 


we are not certifying herein as to its accuracy. 


Group Medical Dental


State


Active 30,966 45,197


Retiree 4,293 9,724


Total 35,259 54,921


Non-State


Active 7 11


Retiree 1,256 6,129


Total 1,263 6,140


Total 36,522 61,061


Members as of Jun 2015







  


Consulting  |  Health and Benefits   
Proprietary & Confidential 4 


Catastrophic Reserve 


We have estimated the catastrophic reserve to be $23.9 million as of June 30, 2015. Advanced statistical 
modeling calibrated to PEBP specific claims data was performed in the calculation of this reserve. High 
cost claimant data incurred during plan year 2015 and paid through July 2014 was provided by 
HealthSCOPE Benefits, Inc. and was reviewed in the course of calculating this reserve. 


Actuarial Certification 


We certify that to the best of our knowledge, the methods and assumptions used to develop the estimated 


IBNP liability are reasonable and are calculated in accordance with generally accepted actuarial 


principles as promulgated by Actuarial Standards of Practice Number 5 (pertaining to estimating incurred 


health claim liabilities) and Number 23 (pertaining to data quality). It should be noted that Aon Hewitt’s 


conclusions are based on certain assumptions that appear reasonable at this time. Actual experience can 


vary from projected experience, and this difference may be material. 


This report is intended for the sole use of PEBP. Aon Hewitt acknowledges the IBNP liability may be used 


by PEBP’s auditors in collaboration with PEBP financial statements. Reliance on information contained 


within this report by anyone for other than the intended purposes puts the relying entity at risk of being 


misled because of confusion or failure to understand applicable assumptions, methodologies, or 


limitations of the report’s conclusions. 


The actuary whose signature appears below is a Member of the American Academy of Actuaries and 


meets the qualification Standards of the American Academy of Actuaries to render the actuarial opinion 


contained herein. 


Aon Hewitt’s relationship with the Plan and the Plan Sponsor is strictly professional. There are no aspects 


of the relationship that may impair the objectivity of Aon Hewitt’s work. 


If you have any questions or need additional information, please call me at 303-782-3315 or email me at 


stephanie.messier@aonhewitt.com. 


Sincerely, 


 


Stephanie Messier, ASA, MAAA 


Assistant Vice President, Aon Hewitt 


cc: Celestena Glover, State of Nevada Public Employees’ Benefits Program (PEBP) 
 Tim Nimmer, FSA, MAAA, Aon Hewitt 
 Kirby Bosley, Aon Hewitt 
 Jonathan Bowen, Aon Hewitt 








Public Employees’ Benefits Program - 
PEBP  
Nevada 
Population Overview (Actives) 
Original Delivery Date: 


Source: HIOD – Claims Incurred 4/2012 – 3/2013 vs 4/2013 – 3/2014 vs 4/2014 – 3/2015 – 3 months paid runout 


 


Presented by Dr. Michael Cryer – National Medical Director, Aon 







Demographics – All Active Members 


Total (all enrollees - 2015) 


• 45,231 members – 990 (+2.2%) 


more than 2014 


• Average family size – Stable at 1.9 


• Average Age stable at @ 34.1 


• Percentage Female stable at @  53% 


• Average Length of Service 12.1 years 


down 1.1 years from 2014 


• Prospective Risk Score is 0.97 up from 


0.95 in 2014 


Total (continuously enrolled  18 months - 


2015) 


• 38,858 members – 2,931 (-7%) 


fewer than 2014 


• Average family size – Stable at @ 1.9 


• Average Age up from 35 to 35.7 


• Percentage Female stable at @  53% 


• Average Length of Service stable at 15.3 


years 


• Prospective Risk Score is 1.04 up from  


1.02 in 2014 


 


Employees (all enrollees - 2015) 


• 23,748 members – 488 (+2.1%) 


more than 2014 


• Average Age stable at @ 45.7 down from 


45.9 


• Percentage Female stable at @  53% 


• Average Length of Service 23.5 years down 


from  25.7 years from 2014 


• Prospective Risk Score is 1.24 up 


from 1.21 in 2014 


Employees (continuously enrolled  18 


months - 2015) 


• 20,735 members – 1,411 (-6.4%) 


fewer than 2014 


• Average Age up from 46.9 to 47.6 


• Percentage Female stable at @  53% 


• Average Length of Service stable at 29 


years 


• Prospective Risk Score is 1.33 up 


from  1.30 in 2014 


Spouses (all enrollees - 2015) 


• 5,291 members – 106 (+2.1%) 


more than 2014 


• Average Age stable at @ 47.1 


• Percentage Female stable at @  63% 


• Average Length of Service - NA 


• Prospective Risk Score is 1.44 up 


from 1.42 in 2014 


Spouses (continuously enrolled  18 


months - 2015) 


• 4,266 members – 473 (-10%) fewer 


than 2014 


• Average Age up from 46.1 to 46.9 


• Percentage Female stable at @  64% 


• Average Length of Service - NA 


• Prospective Risk Score is 1.55 up 


from  1.53 in 2014 


Employee and spouse populations have increasing risks above 1 despite stable or lower average age.  The total Employees have an impressive 


Average Length of Service (25.7 years)  and those enrolled for 18+ months are even more impressive at 29 years.  Spousal risk levels suggest that the 


disease load is greater for this group compared to the employees and to the total population 







Total Active Membership Claims Costs 
Employee and spousal paid PMPY has increased double digits for both medical and pharmacy expenses.  Spousal rates have increased over 20% for 


both categories of costs.  Pharmacy costs have increased about 40% for the continuously enrolled employees 
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HomeTown Health Membership Claims Costs 
Spousal PMPY has increased double digits for both medical and pharmacy expenses.  Employee pharmacy costs have increased about 45% and 


spousal pharmacy has increased about 46% since 2014.  Pharmacy costs are about $400 per person more than the active population costs.  


Additionally, the PMPY costs for medical claims is about $1,400 higher than the active population  
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Healthplan Nevada Membership Claims Costs 
Medical PMPY for this group is slightly lower than the total active population and it is almost ½ of the per person cost of the HomeTown group.  


Pharmacy costs are about  $300 higher than the total actives and about $100 lower than those of the HomeTown group.  This group has seen their 


medical claims costs increase by over 40% and their pharmacy claims by over 50% (over 70% for those enrolled for 30+ months).  Costs are 


increasing significantly for this group too 
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Key Metrics – Actives Medical Claims 


•310 claimants (+10% from 
2014) 


•33.8% vs 32.3% of paid 
claims (<40% is good) 


High Cost 
Claimants 
(>$50K) 


•PMPY - $880 (+17%) 


•Admits/1000 – 27 (+9%) 


•ALOS – 4.35 (-4.7%) 


•Cost per Day - $ 5,608 
(+17%) ($3,800 is good) 


Inpatient 


•PMPY $1,739 (+16%) 


•ER visits per 1000 – 179 
(+9.7%) (Good less than 200) 


•Hospital ER paid PMPY 
$146(+41%) 


•Hospital OP PMPY $782 
(+38%) 


Outpatient 


Employees & Spouses  Employees & Spouses  


(Continuous 18+ months) 


All groups have catastrophic claims that represent about 1/3 of their paid claims total.  This suggests that the increases in the inpatient and 


outpatient medical services are not necessarily related to this type of issue.  The unit counts suggest that the number of procedures is also not 


excessive.  The unit cost data does suggest that there  may have been some significant changes in the contracts for hospital based services. 


Total  


•229 claimants (+10% from 
2014) 


•34% vs 32.4% of paid claims 
(<40% is good) 


High Cost 
Claimants 
(>$50K) 


•PMPY - $1,081 (+17%) 


•Admits/1000 – 27 (+9%) 


•ALOS – 4.35 (-4.7%) 


•Cost per Day - $ 5,608 
(+17%) ($3,800 is good) 


Inpatient 


•PMPY $2,280 (+19%) 


•ER visits per 1000 – 179 
(+9.7%) (Good less than 200) 


•Hospital ER paid PMPY 
$136(+29%) 


•Hospital OP PMPY 
$910(+18%) 


Outpatient 


•260 claimants (+5% from 
2014) 


•33.9% vs 33.5% of paid 
claims (<40% is good) 


High Cost 
Claimants 
(>$50K) 


•PMPY - $1,084 (+13%) 


•Admits/1000 – 33 (+5%) 


•ALOS – 4.25 (+1.2%) 


•Cost per Day - $ 5,864 
(+11%) ($3,800 is good) 


Inpatient 


•PMPY $2,200 (+14%) 


•ER visits per 1000 – 182 
(+12%) (Good less than 200) 


•Hospital ER paid PMPY 
$138(+25%) 


•Hospital OP PMPY $885 
(+15%) 


Outpatient 







Key Metrics – Actives Pharmacy Claims 


• Scripts per member has 
risen from 8.5 to 8.6 


• Generic use has risen from 
81% to 82% 


Drug 
Utilization 


•PMPY costs have risen 29% 
($494 to $638) 


•Paid per script – generic has 
risen from $23 to $27 


•Paid per script – brand has 
risen from $209 to $288 


Drug Costs 


•Compliance rates are below 
target compliance for all drugs, 
however, there has been 
significant improvement with 
Hepatitis C drugs and some 
improvement for HIV and 
Alzheimer treatments 


Drugs Used 
and 


Compliance 


Employees & Spouses  Employees  & Spouses  


(Continuous 18+ months) 


The overall prescriptions per members suggest that the total population should be healthier than the current claims cost increases suggest.  Drug 


cost increases are being driven by an increased use of high cost, specialty drugs especially for conditions like arthritis and Hepatitis C.  


Complicating this issue is some evidence that drug compliance is not good, though it has improved a bit since last year 


• Scripts per member has risen 
from 11.5 to 12.1 


• Generic use has risen from 
81% to 82% 


Drug 
Utilization 


•PMPY costs have risen 40% ($693 
to $972) 


•Paid per script – generic has risen 
from $23 to $28 


•Paid per script – brand has risen 
from $219 to $319 


Drug Costs 


•CE EEs -  top 7 rx are specialty to 
treat hereditary angioedema, MS, 
HepC, and MS (Top 4 over $1M ea) 


•CE SPs – top 6 rx treat HepC and MS 
together = more than $1M 


•Compliance rates below expected for 
all drugs except HepC (most 
compliance has decreased since ‘14) 


Drugs Used 
and 


Compliance 


• Scripts per member has risen 
slightly from 11.4 to 11.6 


• Generic use has risen from 
81.1% to 82.3% 


Drug 
Utilization 


•PMPY costs have risen 31% ($676 to 
$889) 


•Paid per script – generic has risen 
from $23 to $27 


•Paid per script – brand has risen from 
$216 to $308 


Drug Costs 


•Total EEs -  top 7 rx are specialty to 
treat hereditary angioedema, MS, 
HepC, MS (Top 5 over $1M ea) 


•Total SPs – top 4 treat HepC and MS, 
5th is insulin.  Total just under $1M 


•Compliance rates below expected for 
all rx except HepC (most compliance 
has decr since ‘14) 


Drugs Used 
and 


Compliance 







Biometrics and HRQ Results - Employees and Spouses 


• Participants 2014 


• Total population – 8,583 (Med/Rx PMPY $3,042) 


• Continuously enrolled – 8,354 (Med/Rx PMPY $3,452) 


• Participants 2015 


• Total population – 3,592 (Med/Rx PMPY $3,823) 


• Continuously enrolled – 3,263 (Med/Rx PMPY $3,899) 


• Non-Participants 2014 


• Total population – 24,077 (Med/Rx PMPY $3,042) 


• Continuously enrolled – 19,496 (Med/Rx PMPY $3,430) 


• Non-Participants 2015 


• Total population – 29,792 (Med/Rx PMPY $3,638) 


• Continuously enrolled – 22,927 (Med/Rx PMPY $4,210) 


• Perception of Health 2014 (Continuously Enrolled) 


• Favorable – 7,569 (Med/Rx PMPY $3,206) 


• Poor – 785 (Med/Rx PMPY $5,821) 


• Perception of Health 2015 (Continuously Enrolled) 


• Favorable – 2,913 (Med/Rx PMPY $3,500) 


• Poor – 350 (Med/Rx PMPY $7,226) 


Participation has significantly decreased as a result of the elimination of the various incentives and programs focused on lifestyle risks and biometric 


screening.  Those members participating seem to be have increased risks compared to previous participating groups.  There has been direct correlation 


of perceived health and claims costs.  Lifestyle risks, abnormal blood sugars and metabolic syndrome are clinical areas that appear to consistently drive 


higher claims costs for the smaller population participating. 







Risk Migration Reports Active Population 2014 vs 2015 


Employees & Spouses  Employees & Spouses (Continuous 18+ months) 


The population’s risk migration since 2014 has been toward higher cost conditions and more of the membership with high cost claims. 


• In 2014 high and extreme high risk 


groups (continuously enrolled 


employees and spouses) 


represented 49% of the total 


med/rx paid claims.  In 2015 this 


rose to 68% 


• Overall migration of risk was to 


higher risk status in 2015 


compared to 2014 


• The total med/rx claims paid for 


high and extreme risks rose from 


about $51 million dollars in 2014 


to about $72 million dollar in 2015 


and the unique members 


increased from 3,460 in 2014 to 


4,110 in 2015.  PMPY for these risk 


groups rose from $14,794 to 


$17,423 


3,957 members 


Positive 
Risk 


Migration 


• Average age 46.6 


• 16%  of total members 


• 9.2% of total paid claims 


• $2,452 Paid PMPY 


15,775 members 
Status Quo 


• Average age 48.3 


• 63.8%  of total members 


• 49.6% of total paid claims 


• $3,309 Paid PMPY 


4,978 members 


Adverse 
Risk 


Migration 


• Average age 48 


• 20.1%  of total members 


• 41.1% of total paid claims 


• $8,686 Paid PMPY 


4,290 members 


Positive 
Risk 


Migration 


• Average age 49.2 


• 15.9%  of total members 


• 8.5% of total paid claims 


• $2,781 Paid PMPY 


16,649 members 
Status Quo 


• Average age 47.8 


• 63.5%  of total members 


• 48.8% of total paid claims 


• $3,212 Paid PMPY 


5,271 members 


Adverse 
Risk 


Migration 


• Average age 47.5 


• 20.1%  of total members 


• 41.8% of total paid claims 


• $8,697 Paid PMPY 







Clinical Condition Drivers 2014 vs 2015 (Active Employees and Spouses Continuously Enrolled>18 months) 


2014 2015 


Of the top three conditions driving claims costs, heart disease offers the most opportunity to address “gaps in care” and to address the condition 


precursors like pre-diabetes, elevated cardiac risk, and diabetes 


• Top drivers of claims costs were 


musculoskeletal, cancer and heart 


disease in 2014 and 2015 


• The total claims spent for these 


conditions rose from about $52 million 


dollars to $55 million dollars 


• Members with these conditions rose 


from 25,713 to 26,142 


• The total paid claims for these 


conditions increased 21% from 2014 to 


2015 (cancer care had the highest 


increase of 14.4%) 


• Musculoskeletal issues have the 


highest incidence of the two but the 


lowest per person costs 


• Heart disease generates the highest per 


person cost and diabetes is a major 


comorbidity for the group and 


significantly increases the cost per 


person 


• Behavioral health treatment seems to 


be available to each risk group 


percentages of members receiving an 


interventions remains low for these 


conditions 


843 members 
Cancer 


•672 employees 


•Average age 56.2 


•$20,774 paid/individual for medical claims, $2,851 for 
pharmacy 


•79 generated $50,000 or more in claims and represented 65% 
of the total claims paid for the group 


•218 (175 employees) received some BH care (26% of group) 


2,851 members 
Musculoskeletal 


•2,093 employees 


•Average age 47.3 


•$8,393 paid/individual for medical claims, $1,894 for 
pharmacy 


•79 generated $50,000 or more in claims and represented 40% 
of the total claims paid for the group 


•1,025 (760 employees) received some BH care (36% of 
group) 


344 members 
Heart 


Disease 


•265 employees 


•Average age 59.1 


•$28,658 paid/individual for medical claims, $2,600 for 
pharmacy 


•36 generated $50,000 or more in claims and represented 66% 
of the total claims paid for the group 


•83 (61 employees) are diabetic and cost $39,141 per case 
and represent 12 of the high cost claimants (24% of group) 


•95 (72 employees) received some BH care (28% of group) 


861 members 
Cancer 


•666 employees 


•Average age 55.5 


•$16,220 paid/individual for medical claims, $2,273 for 
pharmacy 


•75 generated $50,000 or more in claims and represented 64% 
of the total claims paid for the group 


•237 (176 employees) received some BH care (28% of group) 


2,682 members 
Musculoskeletal 


•1,952 employees 


•Average age 46.6 


•$7,900 paid/individual for medical claims, $1,420 for pharmacy 


•89 generated $50,000 or more in claims and represented 39% of 
the total claims paid for the group 


•1,001 (734) received some BH care (37% of group) 


342 members 
Heart Disease 


•258 employees 


•Average age 59.4 


•$22,403 paid/individual for medical claims, $2,392 for 
pharmacy  


•41 generated $50,000 or more in claims and represented 62% 
of the total claims paid for the group 


•69 (53 employees) are diabetic and cost $27,749 per case and 
represent 8 of high cost claimants (20% of group) 


•105(74 employees) received some BH care (31% of group) 







Risk Migration Reports ~ Actives and Retirees - 2014 vs 2015 


Employees & Spouses  Employees & Spouses (Continuous 18+ months) 


The population’s risk migration since 2014 has been toward higher cost conditions and more of the membership with high cost claims. 


• In 2014 high and extreme high risk 


groups (continuously enrolled 


employees and spouses) 


represented 56% of the total paid 


claims.  In 2015 this rose to 73% 


 


• Overall migration of risk was to 


higher risk status in 2015 


compared to 2014 


 


• The total med/rx claims paid for 


high and extreme risks rose from 


about $96 million dollars in 2014 


to about $126 million dollar in 


2015 and the unique members 


increased from 5,573 in 2014 to 


6,447 in 2015.  PMPY for these risk 


groups rose from $17,288 to 


$19,577 


5,054 members 


Positive 
Risk 


Migration 


• Average age 49.6 


• 15.7%  of total members 


• 8.4% of total paid claims 


• $2,847 Paid PMPY 


20,705 members 
Status Quo 


• Average age 51.4 


• 64.1%  of total members 


• 53.6% of total paid claims 


• $4,434 Paid PMPY 


6,530 members 


Adverse 
Risk 


Migration 


• Average age 51.1 


• 20.2%  of total members 


• 38.1% of total paid claims 


• $9,992 Paid PMPY 


5,392 members 


Positive 
Risk 


Migration 


• Average age 49.2 


• 15.9%  of total members 


• 8.5% of total paid claims 


• $2,781 Paid PMPY 


21,598 members 
Status Quo 


• Average age 50.9 


• 63.9%  of total members 


• 52.9% of total paid claims 


• $4,313 Paid PMPY 


6,827 members 


Adverse 
Risk 


Migration 


• Average age 50.6 


• 20.2%  of total members 


• 38.6% of total paid claims 


• $9,940 Paid PMPY 







Clinical Condition Drivers ~ Actives and Retirees - 2014 vs 2015 
(Employees and Spouses Continuously Enrolled>18 months) 


2014 2015 


Of the top three conditions driving claims costs, heart disease offers the most opportunity to address “gaps in care” and to address the condition 


precursors like pre-diabetes, elevated cardiac risk, and diabetes 


• Top drivers of claims costs were 


musculoskeletal, cancer and heart 


disease in 2014 and 2015 


• The total claims spent for these 


conditions rose from about $52 million 


dollars to $55 million dollars 


• Members with these conditions rose 


from 25,713 to 26,142 


• The total paid claims for these 


conditions increased 21% from 2014 to 


2015 (cancer care had the highest 


increase of 14.4%) 


• Musculoskeletal issues have the 


highest incidence of the two but the 


lowest per person costs 


• Heart disease generates the highest per 


person cost and diabetes is a major 


comorbidity for the group and 


significantly increases the cost per 


person 


• Behavioral health treatment seems to 


be available to each risk group 


percentages of members receiving an 


interventions remains low for these 


conditions 


1,431 members 
Cancer 


•1,197 employees/retirees 


•Average age 59.4 


•$20,291 paid/individual for medical claims, $3,556 for pharmacy 


•148 generated $50,000 or more in claims and represented 67% of the 
total claims paid for the group 


•385 (328 employees) received some BH care (27% of group) 


3,678 members 
Musculoskeletal 


•3,025 employees/retirees 


•Average age 53.4 


•$9,850 paid/individual for medical claims, $2,416 for pharmacy 


•148 generated $50,000 or more in claims and represented 45% of the 
total claims paid for the group 


•1,383 (1,123 employees) received some BH care (37% of group) 


661 members 
Heart Disease 


•550 employees/retirees 


•Average age 61.7 


•$27,351 paid/individual for medical claims, $3,663 for pharmacy 


•77 generated $50,000 or more in claims and represented 68% of the 
total claims paid for the group 


•170 (139 employees) are diabetic and cost $40,156 per case and 
represent 27 of the high cost claimants (31% of group) 


•191 (159 employees) received some BH care (29% of group) 


1,464 members 
Cancer 


•1,200 employees/retirees 


•Average age 58.8 


•$18,433 paid/individual for medical claims, $2,819 for pharmacy 


•139 generated $50,000 or more in claims and represented 67% 
of the total claims paid for the group 


•401 (320 employees) received some BH care (27% of group) 


3,421 members 
Musculoskeletal 


•2,806 employees/retirees 


•Average age 52.8 


•$9,605 paid/individual for medical claims, $1,908 for pharmacy 


•142 generated $50,000 or more in claims and represented 43% 
of the total claims paid for the group 


•1,354 (1,108) received some BH care (40% of group) 


629 members 
Heart 


Disease 


•510 employees/retirees 


•Average age 61.7 


•$23,367 paid/individual for medical claims, $2,762 for pharmacy 


•76 generated $50,000 or more in claims and represented 67% of 
the total claims paid for the group 


•143 (117 employees) are diabetic and cost $33,593 per case 
and represent 24 of high cost claimants (28% of group) 


•188(150 employees) received some BH care (30% of group) 







Recommendations 


• Consider a review of medical management strategy to address increasing population risks and pharmacy 


compliance issues 


• Focus on top conditions driving costs and simplify the processes used to engage the members and their medical care 


management team;   Cancer – work with networks to enhance the use of evidence based guidelines and care concierge 


support to improve member drug compliance and to avoid unplanned ER use and hospital admissions; Musculoskeletal – 


work with medical manager to tighten up on precertification and consider evaluating groups like IMC_Back Care and 


BacksPlus to develop special rehabilitation networks and/or direct contracting groups to develop high performance networks ; 


Heart Disease – consider implementing early diagnosis programs (biometrics) to increase the identification and treatment of 


heart disease precursors like pre-diabetes, diabetes, hypertension and abnormal blood lipids 


• Work with the pharmacy vendor to identify and to address opportunities to close pharmacy compliance issues;  Additionally, 


work with the vendor to develop a strategy to optimize the use of the current and future high cost medications 


• Work with HealthScope to further assess the possible unit price increases related to hospital contracting.  


If this is validated, additional strategies related to direct contracting may be in order 


• Consider options to increase employee and possibly spouse participation in biometric screening program 


• Consider strategy to encourage members to complete biometrics screening and to consultation with their physician for any 


abnormal findings 


• Continue communications to help members understand cardiac risks and the metabolic syndrome 


• Consider communication efforts to build member awareness of the risks associated with diabetes and obesity 


 


 


PEBP employees have long tenure and make up the majority of members with the most common high cost conditions.  An 


investment in prevention, early diagnosis and/or improved care yields lower claims costs and the potential for significant 


productivity gains for the employer 








 
State of Nevada 
     Public Employees’ Benefits Program 
 
 


 


Trend Review and Excise Tax Update 
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Timothy N. Nimmer, FSA, MAAA 
Chief Actuary & Chief Broking Officer 


Stephanie Messier, ASA, MAAA 
Assistant Vice President 
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Agenda 
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– Trend Components 
– Historical Trend 
 Historical Plan Design Changes and Trend Impacts – Med/Rx 
 Prior Projections versus Actual Results 
 Total Self Funded 
 Medical 
 Pharmacy 
 Dental 


 PEBP Results vs Published Trends 
 S&P National and Nevada Specific Trend Indices 


– PY2016 Trend Projections 
 


Health Care Reform – Upcoming Excise Tax Considerations 
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Trend Analysis 







Aon Hewitt |  U. S. Health & Benefits  
Proprietary & Confidential 4 


Trend Components 


 Generally, cost per service (or price inflation) is the largest component of overall trend 
 


 Utilization and deductible leverage increases make up the majority of the other 
components of trend 


– Deductible Leveraging example based on 1Q15 PEPY: 


 
 
 


 
 
 
 


 Components comprising trend (listed in order of greatest impact): 
– Price inflation  
– Deductible leveraging 
– Utilization 
– Covered population changes 
– Affordable Care Act (ACA) impacts 


 


Year 1 Year 2 Trend Leveraging
PEPY $4,320 $4,750 10.0%
Ind. Ded A ($800) ($800)
PEBP $3,520 $3,950 12.2% 2.2%


PEPY $4,320 $4,750 10.0%
Ind. Ded B ($1,900) ($1,900)
PEBP $2,420 $2,850 17.8% 7.8%
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Historical Plan Design and Trend Impacts - Medical/Rx 
PY2012 – ACA, New TPA, CDHP Introduced 
• ACA - Elimination of lifetime maximum 
• ACA - Coverage of children to age 26 
• New TPA - HealthScope Benefits, claims are processed at a much faster rate than UMR 
• CDHP - Changed the co-insurance from 80%/20% to 75%/25% 
• CDHP - Increased the deductible from $800 to $1,900 for individual and $1,600 to $3,800 for family 
• CDHP - Dramatic decrease in medical trend post implementation, the “hush” following the medical 


services “rush” seen at the end of PY2011  
• CDHP - Material reduction in Pharmacy trend via the newly combined deductible through the HSA 


eligible plan 
• Medicare retirees went into the Silver State Exchange 


 


PY2014 
 Increased Funding into the HSA/HRA 


 


PY2015 
• Changed the co-insurance from 75%/25% to 80%/20% 
• Decreased the deductible from $1,900 to $1,500 for individual and $3,800 to $3,000 for family 
• Increased Funding into the HSA/HRA 
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Prior Projections versus Actual Results – Med/Rx/Dental Combined 
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Prior Projections versus Actual Results – Medical 
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Prior Projections versus Actual Results – Pharmacy 
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Prior Projections versus Actual Results – Dental 
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PEBP Actual Results vs. Published Net Trends 


• Trend surveys reflect actual data from 2011 – 2013 and estimated costs for 2014 
• PEBP reflects data through PY2014, paid through November 
• State Clients represents an internal survey of 13 accounts 
• Trends over 2012-2014 period range from 2.7%-5.0%, with PEBP at -8.6% 


5.1% 
4.1% 4.4% 4.5% 4.9% 


3.3% 


6.7% 
5.0% 


4.1% 


0.4% 


3.7% 
2.7% 


-20.2% 


-5.2% 


0.8% 


-8.6% 


4.4% 3.6% 3.6% 3.9% 


2011 - 2012 2012 - 2013 2013 - 2014 3 Year CAGR


Towers Watson / NBGH Aon Hewitt S&P Healthcare Index - NV PEBP State Clients
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S&P Medical and Rx Index Trend – National and Nevada Specific 


S&P Healthcare Claims Indices based 60M lives 
Nevada Indices based on 300k lives 


  
  FY2014 Trends 


    S&P National  4.6% 
    S&P Nevada 3.7% 
    PEBP  0.7% 
 


  FY2013 Trends 
    S&P National  3.0% 
    S&P Nevada  0.4% 
    PEBP                     -5.2% 
 


  FY2012 Trends 
    S&P National  4.5% 
    S&P Nevada  4.1% 
    PEBP                   -20.2% 
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PY2016 Trend Projections 


Aon’s client base     Insurance Carrier Surveys 
     Indicates a trend of ~ 7.5%        69 different companies ~ 8.0% 
  
Other Factors under consideration: 
• PY2015 and PY2016 Plan design changes 


 
• PY14/15 emerging trends - 3% was used in Pricing 


PY2016 Trend Projection 
Med/Rx = 3-7% 
Dental = 3-5% 


-20%


-10%


0%


10%


Jul-12 Oct-12 Jan-13 Apr-13 Jul-13 Oct-13 Jan-14 Apr-14 Jul-14


6/6 12/12Medical and Rx 
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Illustrating the Potential Impact of Trend on PY2016 Rates 


PY2015 State PEPM Premiums - Med/Rx
Non-Medicare (Active Employees and Retirees) Monthly


PY2015 Difference
Participant $384.89 $411.83 $26.94
Participant + Spouse $769.79 $823.68 $53.89
Participant + Child(ren) $505.69 $541.09 $35.40
Participant + Family $890.59 $952.93 $62.34


PY2015 Non-State PEPM Premiums - Med/Rx
Non-Medicare (Active Employees and Retirees) Monthly


PY2015 PY2015 Difference
Participant $741.10 $792.98 $51.88
Participant + Spouse $1,482.19 $1,585.94 $103.75
Participant + Child(ren) $1,379.33 $1,475.88 $96.55
Participant + Family $2,120.42 $2,268.85 $148.43


PY2015 State PEPM Premiums - Dental
Non-Medicare (Active Employees and Retirees) Monthly


PY2015 Difference
Participant $32.49 $34.11 $1.62
Participant + Spouse $64.99 $68.24 $3.25
Participant + Child(ren) $56.78 $59.62 $2.84
Participant + Family $89.28 $93.74 $4.46


PY2015 Non-State PEPM Premiums - Dental
Non-Medicare (Active Employees and Retirees) Monthly


PY2015 PY2015 Difference
Participant $31.53 $33.11 $1.58
Participant + Spouse $63.05 $66.20 $3.15
Participant + Child(ren) $51.28 $53.84 $2.56
Participant + Family $82.81 $86.95 $4.14


Trended 5% to 
PY2016


Trended 5% to 
PY2016


Trended 7% to 
PY2016


Trended 7% to 
PY2016


Rates shown are based on the 
high end of the projection range 
for illustrative purposes 
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Health Care Reform – Excise Tax  
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Excise Tax on High Cost Employer Health Care Coverage 


The excess benefit is coverage over  
certain indexed thresholds 


Self-Only Coverage: $10,200  
$11,850 for “qualified retirees” and high risk 
professions 


Other than Self-Only Coverage: $27,500 
$30,950 for “qualified retirees” and high risk 
professions 


Effective in 2018, 40% excise tax is 
imposed on excess employer health  
care benefits  


Coverage includes employer 
contributions and employee pre-tax 
contributions under cafeteria plans  
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Excise Tax Calculation based on FY2015 Rates 


*See the following slide for important assumptions 


Healthcare Reform Excise Tax Estimate Summary


Caveat: This calculation is for illustrative purposes only. The excise tax estimates are subject to change, pending guidance and regulations.


Excise Tax   


Option Name Status Tier Estimated 
Enrollment


Cost Per 
Enrolled 
Member


Aggregate 
Premium


Year 
Crossing 


Threshold


Estimated 
Excise Tax in 


2018


10 Year PV of 
Estimated 


Excise Tax
Single 8,270 $ 10,593 2018
Family 6,224 $ 18,039 2035
Single 4,818 $ 11,584 2018
Family 4,026 $ 20,509 2030
Single 0 $ 17,516 2018
Family 0 $ 37,526 2018
Single 0 $ 11,863 2018
Family 0 $ 22,923 2025
Single 2,209 $ 10,328 2024
Family 865 $ 18,355 2039
Single 839 $ 11,320 2020
Family 276 $ 21,298 2033
Single 429 $ 17,252 2018
Family 61 $ 33,285 2018
Single 318 $ 11,599 2019
Family 106 $ 21,625 2032


2018 Estimated Coverage Cost


$45,300,000


$4,954,000 $106,280,000$407,510,000


State Actives CDHP $1,300,000$200,000,000


TOTAL 28,441


Active


Non-State Actives CDHP Active


State Actives HMO Active $138,000,000 $2,670,000 $43,600,000


Non-State Actives HMO Active $ 0 $ 0 $ 0


$ 0 $ 0 $ 0


State Retirees HMO Pre-65 $15,400,000 $ 0 $2,600,000


State Retirees CDHP Pre-65 $38,700,000 $ 0 $1,930,000


Non-State Ret HMO Pre-65 $5,980,000 $ 0 $1,250,000


Non-State Ret CDHP Pre-65 $9,430,000 $984,000 $11,600,000
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Assumptions Used in Excise Tax Calculation based on FY2015 Rates 


– Includes Medical, Dental and Administrative Fees 
 


– Non-single coverage combined and underwritten as family (“other than self-only coverage”) 
 


– Present value calculation of the excise tax assumes 4.00% discount rate, and reflects the present 
value of the excise tax from 2018-2027 as of 7/1/2014 
 


– Plan costs are estimated by trending FY2015 premium equivalent rates and adding estimated 
HSA/HRA seeding by tier for CDHP participants 
 


– Used a Med/Rx Trend Rate of 7.5% (2015-16), 7.0% (2016-17), 6.5% (2017-18) 
 


– Assumed no plan design, network, or other changes affected expected costs (besides trend) 
between 2014 and 2018 
 


– Enrollment based on FY2015 information; 2018 Non-State enrollment projected using FY14-15 
average migration 
 


– HSA/HRA seeding assumptions: 
• EE Only: $700 
• EE + Sp: $900 
• EE + Ch: $1,100 
• EE + Fam: $1,300 


 


– For this analysis, we did not segregate Police and Fire from the rest of the Actives 





		�State of Nevada�     Public Employees’ Benefits Program

		Agenda

		Slide Number 3

		Trend Components

		Historical Plan Design and Trend Impacts - Medical/Rx

		Prior Projections versus Actual Results – Med/Rx/Dental Combined

		Prior Projections versus Actual Results – Medical

		Prior Projections versus Actual Results – Pharmacy

		Prior Projections versus Actual Results – Dental

		PEBP Actual Results vs. Published Net Trends

		S&P Medical and Rx Index Trend – National and Nevada Specific

		PY2016 Trend Projections

		Illustrating the Potential Impact of Trend on PY2016 Rates

		Slide Number 14

		Excise Tax on High Cost Employer Health Care Coverage

		Excise Tax Calculation based on FY2015 Rates

		Assumptions Used in Excise Tax Calculation based on FY2015 Rates





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.7
  /CompressObjects /All
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType true
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue true
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /JPXEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG2000
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /JPXEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG2000
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /SyntheticBoldness 1.000000
  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU (Aon default PDF creation settings.  Acrobat 8 \(PDF 1.7\) is the most current PDF specification.)
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice






 


 
 


Overview 
Aon’s Business Continuity Management (BCM) program provides a global, systematic, practiced 
response to unplanned incidents or catastrophic events, allowing Aon to continue or quickly 
recover business operations. The program represents the combined disciplines of Business 
Continuity, Disaster Recovery and Situation Response under unified leadership. 


Program Leadership and Structure 
The vice-president of Business Continuity & Disaster Recovery (BCDR) is responsible to oversee 
and coordinate all three sub-programs in close partnership with the vice-president of Corporate 
Security & Safety Programs (CSSP) and the vice-president of the Global Emergency Operations 
Center (GEOC) to deliver incident response and business continuity globally. All programs 
receive executive sponsorship from the Aon Executive Leadership team, and are aligned within 
the converged Security Risk Management (SRM) organization under Aon’s global Chief Security 
Officer. 


 


 


The BCM program is staffed with skilled, certified, dedicated professionals who guide operational 
and strategic program delivery activities and develop a continuity culture at Aon. In addition, Aon 
has an extended network of trained, accountable business colleagues at the local level to ensure 
comprehensive plans are developed, maintained and tested. Our delivery model follows generally 
accepted industry best practices. 
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Global Business Continuity Management Program 
The BCM program provides guidance, oversight and a perpetual focus on Aon’s contingency 
planning efforts to maximize preparedness, minimize impact and continue operations in the 
unlikely event of a major business disruption. Plans are developed, rehearsed and used during 
incidents, and updated regularly to maintain capability and validity. Aon’s program follows a 
standard methodology governed through formal global program policies, standards and 
frameworks. This program ensures the development, maintenance and exercise of strategies 
and plans for our global operations. 


 


Starting with Risk 
All Aon locations are given a risk ranking using standard criteria to determine the required level 
of contingency planning. Business units determine business processes and dependencies that 
have the greatest potential impact in the event of a major disruption. This information forms the 
foundation for strategy and planning. 


Strategy & Planning 
Business Continuity  


The Aon Business Continuity sub-program establishes Aon’s strategies for adequately 
preparing Aon to anticipate and respond to significant business disruptions with protocols that 
protect business operations and the interests of our clients.  


Aon has developed a framework for global business continuity plans supported through 
established governance and a business continuity policy, standard and framework. These tools 
support efficient business operations, preservation of corporate memory and compliance with 
relevant legal and regulatory requirements.  


Program Foundation 
Organization Structure  


Core Operations 
Scope 


Understanding Risk 
Risk Assessment 


Business Impact Analysis 
 


Continuous Improvement 
Training 
Testing 
Plan Maintenance 
Monitoring & Reporting 
  


Strategy & Planning 
Business Continuity  
Disaster Recovery  
Situation Response  
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Aon develops and maintains carefully thought-out and exercised Business Continuity Plans 
(BCPs). All BCPs are directly managed by BC Plan Owners and Coordinators. These BCPs 
help manage the recovery of business processes and operations following a major incident at 
any office. The local office BCPs are based on an all-hazards approach and address worst 
case scenarios and act as catalysts to sustain critical operations. The approach includes: 


 Identifying critical business processes and the impact of disruption 
 Formulating and implementing strategies to minimize the impact and recover critical 


processes 
 Administering a testing and maintenance program to ensure viability of the plans 
 Ensuring compliance with appropriate governance and regulatory obligations, and relevant 


external practices. 


Business Continuity plans detail the steps required to recover business operations. The plans 
adhere to standard program requirements and include:  


 Business: processes, recovery time objectives and prioritization 
 Colleagues: capabilities, roles and responsibilities, and teams 
 Operations: recovery strategies, recovery tasks, and procedures 
 Resources: applications, equipment, software, supplies, telecomm, vital records and 


documents 
 Communications: internal and external contact lists  


 


Work area recovery strategies are identified and documented during the plan development 
cycle and are specific to individual plans. Aon relies primarily on five types of recovery 
strategies during significant business interruptions: 


 Move key colleagues to an unaffected Aon location(s)  
 Relocate key colleagues to a contracted work area recovery center or approved alternate 


location(s) 
 Transfer work activities to an unaffected Aon location(s) 
 Have key colleagues work virtually from home or other non-office locations; and 
 Stop non-essential business operations 
 
Colleagues in alternate offices with similar skill-sets, training or certifications can carry out 
tasks on behalf of impacted colleagues when conditions prevent staff relocation. Additionally, 
Aon has processes in place to perform “just in time” training for key colleagues in non-affected 
locations who will be responsible for supporting client facing services.  
 
Many Aon offices in major metro areas have options for relocating within or outside of the 
metro area in response to the specific disaster situation. Additionally, Corporate Real Estate 
can leverage relationships with existing property owners to quickly expand office space. The 
Situation Response team, in coordination with the Corporate Crisis Management team 
coordinates the logistics with the Business Continuity Plan Owners to relocate colleagues 
and/or work activities. 
 
Aon colleagues who relocate to other Aon office sites or third-party locations for temporary 
operations can access critical systems from anywhere on the Aon network via the secure 
Virtual Private Network (VPN). Aon has a geographically diverse, high availability VPN with 
multiple access points and flexible bandwidth that can be increased. Colleagues who normally 
use a fixed desktop can quickly be issued a laptop when warranted by the situation.  
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Disaster Recovery  


The Aon Disaster Recovery (DR) sub-program establishes Aon’s requirements for adequately 
preparing Aon to anticipate and respond to significant technology disruptions with protocols that 
protect business operations and the interests of our clients. With the increasing importance of 
information technology for the continuation of business critical functions, protecting and 
recovering an organization's data and IT infrastructure in the event of a disruptive situation has 
become a more visible business priority. The DR program is the framework of established 
governance for processes, policies and procedures related to preparing for recovery or 
continuation of critical technology infrastructure after a natural or human-induced disaster.  


A “disaster” is any event or incident that prevents essential application or data center 
operations beyond downtime tolerances at a specific location. A disaster forces the move of an 
individual application or entire data center operations to a different geographic location in order 
to recover critical operations in a more acceptable timeframe.  


Incidents that can be resolved within the tolerated downtimes without moving operations to a 
different geographic location are not considered disasters. These incidents are not covered in 
Aon’s DR plans, and are not in scope in the global DR program. 


Aon’s Disaster Recovery Plans (DRPs) document and manage the process of recovering 
applications and/or datacenter operations to a different geographic location. Disaster Recovery 
planning includes planning for resumption of applications, data, hardware, communications 
(such as networking) and other IT infrastructure. DRPs must be adaptable and routinely 
updated as part of a change management process. 


Aon develops and maintains DRPs for critical applications and key data centers. Typically, 
critical systems and data are identified using the Disaster Recovery Criticality framework and/or 
the Business Impact Analysis (BIA) process, which identify business requirements following a 
disaster or significant incident affecting normal business operations. The DRPs act as catalysts 
to recover critical operations by: 


 Reducing the risk of disruption of business operations or loss of information 
 Identifying and prioritizing the recovery of technology infrastructure, systems, services, and 


data to reduce disruption of these services 
 Formulate and implement strategies to minimize impact and recover technology 


infrastructure, systems, services, and data 
 Administer a testing and maintenance program to ensure viability of the strategies and 


services  
 Ensure disaster recovery is considered part of technology services 
 Ensure compliance with appropriate governance and regulatory obligations, and relevant 


external standards and good business practices. 
 


These plans detail the steps required during an incident to enable recovery of critical 
infrastructure, systems, services and data. DR plans adhere to standard program requirements 
and include:  


 Technology: applications, systems, data and infrastructure (production and recovery)  
 Objectives: recovery time objectives (RTO), recovery point objectives (RPO), 


dependencies and recovery prioritization 
 Colleagues: roles and responsibilities, and teams 
 Operations: recovery strategies and recovery procedures 
 Resources: equipment, software, supplies, vital records and documents 
 Communications: internal and external contact lists  
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Aon’s large data centers are well-equipped and include appropriate precautions, including 
regularly scheduled maintenance and testing commensurate with the services operating within 
these locations. In general, this includes:  


 Security measures with controlled access, monitoring and alarms 
 Fire suppression systems with detection and alarms 
 Air conditioning/mechanicals with leak detection, monitoring and alarms 
 Generator(s) and uninterruptible power supply (UPS) system(s) 
 Appropriate redundancy measures for standard data center equipment and controls 
 
Services (i.e., network, telecomm, storage, etc.) are diverse and vendor arrangements are in 
place to ensure expedited restoration or equipment replacement. Additionally, Aon’s 
enforcement of policies, standards, change management (technology service administration) 
facilitates rapid, secure installation and/or recovery of technology services. 


As part of Aon’s back-up strategy, established storage tiers dictate the type and frequency of 
strategy (i.e., tape, replication, etc.) for applications, systems and data. Detailed media 
inventory tracking and emergency retrieval procedures are maintained. Data stored on systems 
used by Aon colleagues is regularly backed-up and securely stored at locations outside of the 
primary data either at another Aon data center or approved storage solution. 


Globally, applications and systems hosted in Aon’s data centers are recovered using various 
strategies based on the pre-determined recovery time objectives (RTO) and recovery point 
objectives (RPO). Strategies run from fully redundant, mirrored, high availability solutions to 
recovery at third-party sites with traditional tape back-ups.  


Generally, systems and data hosted in local offices that are not co-located with an Aon data 
center may be recovered in a larger Aon office or in a data center supporting Aon. Additionally, 
spare equipment, development or test platforms can be temporarily reallocated to address 
recovery for the impacted site on a priority basis. 


Aon information technology has established and documented escalation processes to manage 
technology outages and/or crisis situations. These procedures are regularly tested, updated 
and integrated with the Global Emergency Operations Center (GEOC) and Business Continuity 
Management programs.  


Aon’s technology service vendors support and participate in relevant aspects of the disaster 
recovery program, including testing. 


Situation Response  


The Aon Situation and Crisis Management Program establishes Aon’s strategies and 
procedures for adequately preparing Aon to anticipate and respond to disasters and/or 
significant business disruptions with protocols that protect colleagues, and provide for 
coordination, communication and decision-making.  


Aon has developed a framework for global situation response plans supported through 
established governance and a situation response policy, standard and framework. These tools 
support efficient business operations, preservation of corporate memory and compliance with 
relevant legal and regulatory requirements.  
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The Business Continuity Management team works in close partnership with the Corporate 
Security and Safety teams to provide end-to-end preparation and response support. As such, 
Aon has established a standard situation response organization, with incident management 
activities coordinated locally and globally by Aon’s Global Emergency Operations Center. 


 


 


 


Aon develops and maintains well-rehearsed Situation Response Plans (SRPs) at each office 
location. All SRPs are directly managed by the appropriate identified SR Plan Owner and 
Coordinator (generally senior leaders at a given location). The SRPs act as catalysts to sustain 
critical operations by: 


 Identifying critical leaders responsible for decision making and leading situation response 
activities 


 Documenting incident notification and escalation procedures 
 Formulating and implementing effective response and communication strategies to 


minimize impact and recover critical and vital processes; and 
 Administering a testing and maintenance program to ensure viability of the plans 


These plans detail the steps required during an incident to enable swift, organized, and 
coordinated responses to business interruptions that may affect critical processes. Situation 
Response plans adhere to standard program requirements and include:  


 Business: activation and prioritization, recovery strategies and locations 
 Colleagues: team members, designated alternates, roles and responsibilities 
 Operations: situation response team strategies and alternate locations 
 Resources: equipment, supplies, and documents 
 Communications: internal and external contact lists, protocols and procedures, media 


guidelines  
  







 


Security Risk Management | Business Continuity 7 


 


The Situation Response teams, using the documented plans, are responsible for managing and 
coordinating the overall response to a situation at a location, until it is under control or 
contained without impact to the business, or until business continuity and/or other supporting 
plans are executed and normal operations have been restored.  


Emergency Response  


Under the direction of the Corporate Security and Safety Program (CSSP) team, Aon offices 
maintain facility-level Emergency Response plans (ERPs) to coordinate life safety actions in 
the event of a disruption. These plans outline steps for evacuation or immediate response 
activities. These plans are normally organized by building floors and zones to ensure all 
colleagues are accounted for and assistance is coordinated for injured colleagues or those with 
special needs. Teams include designated alternates, and many teams include colleagues with 
first aid training. The Security Risk Assessment administered by the CSSP team, is used to 
determine the level of preparedness at each site.  


Global Emergency Operations Center (GEOC) 


As a centralized function for business risk intelligence, incident reporting and incident response 
coordination, the Global Emergency Operations Center (GEOC) provides a set of defined 
services to colleagues at all levels of the organization, following standard global protocol. 
Services fall into two distinct categories: 


 Business risk intelligence 
 Incident management and coordination 
 


 


Activation & Communication 


A continuity incident is generally declared when business operations will be severely impacted 
for a period of 24 hours or more. The decision that a situation is severe enough to warrant 
implementation of all or a portion of the contingency plan(s) will be made through a consensus 
of the appropriate Situation Response team(s), Business Continuity Plan Owner(s) and 
Disaster Recovery leaders, depending on the exact nature of the incident.  
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Throughout the incident, conference calls are used to initiative and facilitate response and 
recovery efforts. Briefing calls and associated situation status communications are coordinated 
by the GEOC with support capabilities available 24x7x365.  


Continuous Improvement 


Testing and Exercises 


Plans are regularly tested in accordance with the program standards. Exercises are developed 
and conducted based on criticality using one of Aon’s acceptable methods. Action plans for 
identified deficiencies are developed. Documented results are either drafted by or submitted to 
the appropriate leader in the BCM program.  


Training 


Aon colleagues involved in BCM activities are trained regularly so they understand the plans, 
their roles and what will be involved in responding to the situation. 


Maintenance and Change Control 


Plans are reviewed regularly (annually at a minimum) to ensure adequacy and currency of the 
plans, teams and solutions. In the event of material operating or technology changes, plans are 
reviewed and updated accordingly. 


Monitoring and Reporting 


Regular reporting is produced to create awareness and drive development, testing and 
maintenance of plans. 


Client Communications 


In the event of a disruption to services the appropriate Aon personnel will contact affected 
clients to advise them of the situation. Regular communications will be established based on 
the type and duration of incident.  


Additionally, clients can contact their Aon relationship managers to discuss or obtain program 
summary documentation. 







 


Security Risk Management | Business Continuity 9 


 


Why Aon 


Our integrated approach to risk management and our state-of-the-art security toolkit are what 
sets us apart. 


We’ve integrated the risk management functions into an industry best practice organization that 
addresses all aspects of security risk management, and we’re at the forefront of technology 
and process innovations that are defining risk solutions for the future. 


In addition, our technical environment is unparalleled. We’re continually refining our delivery 
models for clients and are developing a range of security and risk management offerings from 
which clients can choose, since different clients may require different levels of security. All of 
the models, however, benefit from Aon’s integrated approach and state-of-the-art technology. 


At Aon, our clients expect us to be experts in providing the right combinations of people, 
processes, and technology to safeguard their data. We are leaders in the risk management 
field and take pride in the competitive advantage our protections provide our clients.  


About Aon 
Aon plc (NYSE: AON) is the leading global provider of risk management, insurance and 
reinsurance brokerage, and human resources solutions and outsourcing services. Through its 
more than 61,000 colleagues worldwide, Aon unites to empower results for clients in over 120 
countries via innovative and effective risk and people solutions and through industry-leading 
global resources and technical expertise. Aon has been named repeatedly as the world's best 
broker, best insurance intermediary, reinsurance intermediary, captives manager and best 
employee benefits consulting firm by multiple industry sources. Visit www.aon.com for more 
information on Aon and www.aon.com/manchesterunited to learn about Aon's global partnership 
and shirt sponsorship with Manchester United. 


 


Aon Contact 


Stacy Summers
Vice-President


Global Business Continuity 
Management


+1.312.381.5719
stacy.summers@aon.com


aon.com 
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Phoenix, AZ

Los Angeles, CA

Newport Beach, CA

San Francisco, CA

San Jose, CA

Denver, CO

Norwalk, CT

Stamford, CT

Wethersfield, CT

Washington, DC

Jacksonville, FL

Miami, FL

Tampa, FL

West Palm Beach, FL

Atlanta-Piedmont, GA

Chicago, IL

Lincolnshire, IL

Indianapolis, IN

Louisville, KY

Baltimore, MD

Boston, MA

Grand Rapids, MI

Southfield, MI

Bloomington/Minneapolis, MN

Kansas City, MO

St. Louis, MO

Omaha, NE

Las Vegas, NV

Morristown, NJ

Somerset, NJ

Albuquerque, NM

Jericho, NY

New York, NY

Charlotte, NC

Raleigh, NC

Winston-Salem, NC

Cleveland, OH

Columbus, OH

Independence, OH

Portland, OR

Philadelphia, PA

Pittsburgh, PA

Radnor, PA

Greenville, SC

Franklin, TN

Austin, TX

Dallas, TX

Ft Worth, TX

Houston, TX

The Woodlands, TX

Salt Lake City, UT

Richmond, VA

Seattle, WA

Green Bay, WI

Milwaukee, WI
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CERTIFICATE OF EXISTENCE
WITH STATUS IN GOOD STANDING


I, BARBARA K. CEGAVSKE, the duly elected and qualified Nevada Secretary of State, do 
hereby certify that I am, by the laws of said State, the custodian of the records relating to filings 
by corporations, non-profit corporations, corporation soles, limited-liability companies, limited 
partnerships, limited-liability partnerships and business trusts pursuant to Title 7 of the Nevada 
Revised Statutes which are either presently in a status of good standing or were in good standing 
for a time period subsequent of 1976 and am the proper officer to execute this certificate.


I further certify that the records of the Nevada Secretary of State, at the date of this certificate, 
evidence, AON CONSULTING, INC., as a corporation duly organized under the laws of New
Jersey and existing under and by virtue of the laws of the State of Nevada since March 17, 1992,
and is in good standing in this state.


IN WITNESS WHEREOF, I have hereunto set my 
hand and affixed the Great Seal of State, at my 
office on December 2, 2015.


BARBARA K. CEGAVSKE
Secretary of State


Electronic Certificate
Certificate Number: C20151202-2896
You may verify this electronic certificate
online at http://www.nvsos.gov/
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		Compliance Express ™




Master Consulting Agreement

This Master Consulting Agreement, including the General Terms and Conditions and any Schedules attached hereto or incorporated by reference, (collectively, the “Agreement”), effective the ____ day of _______, 20__ (“Effective Date”), sets forth the terms and conditions related to the provision of consulting services to [Client] and its affiliates (“Client”) by [Aon Consulting, Inc.] and its respective affiliates (collectively, “Aon Hewitt”).

[bookmark: _GoBack]This Agreement will cover all services provided by Aon Hewitt to Client (“Services”), excluding any administrative services covered by a separate agreement signed between the parties.  The General Terms and Conditions of this Agreement may be amended only by a writing signed by the parties.  Terms related to specific Services and the fees associated therewith may be added by Schedules or other communication between the parties.  Each email, engagement letter, attachment to this Agreement or other writing mutually agreed upon between the parties that contains a description of Services constitutes a “Schedule” to this Agreement.  

Any notices which may be required under this Agreement shall be considered as having been given if faxed with follow-up original mailed by U.S. First Class mail, addressed as follows:



If to Client:	

                                                       

                                                       

     	

Attn.: 	

Facsimile: 	 





If to Aon Hewitt:

Aon Hewitt

4 Overlook Point

Lincolnshire, IL 60069-4302

Attn.: Chief Counsel 

Facsimile: 847-554-1462





	



IN WITNESS WHEREOF, authorized representatives of the parties have executed this Master Consulting Agreement:

[Client]		[Aon Consulting, Inc.]



By: 			By: 						



Name: 			Name: 						



Title: 			Title: 				



Date: 			Date: 		

 




General Terms and Conditions





1. Fees and Expenses

(a) Fees for Services shall be charged in accordance with the appropriate Schedules or with another mutually agreeable writing detailing the Services or, if no Schedule or other writing applies, fees will be determined on a time and materials basis in accordance with Aon Hewitt’s standard billing rates and the value of our services based on our time, complexity, and the level of skill and urgency required. 

(b) Fees and expenses are due and payable within thirty (30) days of the invoice date.  Client will promptly notify Aon Hewitt of any questions regarding invoices so that Aon Hewitt can expect timely payment.  Interest at nine percent (9%) per year will accrue after the invoice due date until payment is received.  If Client requests that Aon Hewitt pay outside suppliers on Client’s behalf, a ten percent (10%) administrative service charge will be added to the amount paid by Aon Hewitt.

(c)	Client shall pay all reasonable travel and related living expenses incurred by Aon Hewitt's personnel in performing Services for Client.  A seven percent (7%) charge for miscellaneous expenses not directly allocable to each client (such as copying, postage and internal communication networks and databases) is added to all service fees provided.

(d)	Client shall pay any and all taxes, however designated, that are based on this Agreement or on the charges set forth in any Schedule, except for taxes based on the net income of Aon Hewitt or employment taxes for Aon Hewitt personnel.

2. Additional Services and/or Change in Services

Client may, at any time, request additions and/or changes to the Services.  Such additions and/or changes, including any fees or fee adjustments related to such additions and/or changes, shall be confirmed between the parties and may be documented with a Schedule, an amended Schedule, or other mutually agreeable writing.



3. Term and Termination

(a) This Agreement shall commence on the Effective Date set forth above and shall continue until terminated by either party as provided in Section 3(b) or Section 3(c).  For purposes of this Agreement, “Year” means the twelve (12) month period commencing on the Effective Date set forth above and each anniversary thereafter.  Services under a particular Schedule shall commence as of the date indicated on the Schedule and shall continue for the period stated in such Schedule or until terminated by either party as provided in Section 3(b) or Section 3(c).

(b) Either party may terminate this Agreement, or any Schedule or Service (or any part thereof), for convenience at any time upon sixty (60) days prior written notice to the other party.

(c) Either party may terminate this Agreement, or any Schedule or Service (or any part thereof), for cause upon thirty (30) days prior written notice to the other party, provided that such other party shall have the opportunity to cure any breach within such thirty (30) days.

(d) Upon the effective date of termination, Client will pay Aon Hewitt for all fees and expenses due hereunder in connection with the terminated Services through the effective date of termination including any unpaid Service implementation fees or expenses and any mutually agreed upon transition assistance extending beyond such termination.

(e)	Completion or termination of any Schedule or Service under this Agreement shall not constitute termination of this Agreement, it being the intent of both parties to leave this Agreement in effect until terminated as specified herein.  Each Schedule shall terminate upon the earlier of its termination date or the termination date of this Agreement, provided however, if the term of a Schedule extends beyond the termination date of this Agreement, the applicable terms of this Agreement shall extend automatically for such Schedule until such Schedule’s termination or expiration date.

4. Delays
Neither party will be in breach of this Agreement or any Schedule as a result of, nor will either party be liable to the other party for, liabilities, damages, or other losses arising out of delays in performance caused by acts of God, government authority, strike or labor disputes, fires or other loss of facilities, breaches of contract by suppliers or others, telephone system, or Internet service provider or other utility outages, equipment malfunctions, computer downtime, and similar occurrences outside the control of the party as long as such party is diligently attempting to correct the cause of the delay.  During any such delay in performance, the delayed party will implement reasonable work-around plans, computer system disaster recovery, alternate sources, or other commercially reasonable means to facilitate the performance of its obligations under this Agreement until the delay has ended or failure has been corrected.

5. Ownership and Control of Data and Work Product 

(a) Aon Hewitt has created, acquired or otherwise has rights in, and may, in connection with the performance of Services hereunder, employ, provide, modify, create, acquire or otherwise obtain rights in, various concepts, ideas, methods, methodologies, procedures, processes, know-how, and techniques (including, without limitation, function, process, system and data models); templates; software systems, user interfaces and screen designs; general purpose consulting and software tools; websites; benefit administration systems; and data, documentation, and proprietary information and processes (“Aon Hewitt Information”).   



(b) All right, title and interest in and to any data, information and other materials furnished to Aon Hewitt by Client hereunder (“Client Information”) are and shall remain Client’s sole and exclusive property.  Client grants to Aon Hewitt a license to use such Client Information to provide the Services.  Except as provided below, upon full and final payment to Aon Hewitt hereunder, any Aon Hewitt work product which the parties expressly agree is created solely and exclusively to be owned by Client (the “Deliverables”), if any, shall become the property of Client.  To the extent that any Aon Hewitt Information is contained in any of the Deliverables, subject to the terms of this Agreement, Aon Hewitt hereby grants to Client a paid-up, royalty-free, nonexclusive license to use such Aon Hewitt Information solely for Client’s internal use in connection with the Deliverables.



(c) To the extent that Aon Hewitt utilizes any of its property, including, without limitation, the Aon Hewitt Information, in connection with the performance of Services, such property shall remain the property of Aon Hewitt and, except for the limited license expressly granted in the preceding paragraph, the Client shall acquire no right or interest in such property.  Client will honor Aon Hewitt copyrights, patents, and trademarks relating to Services, Deliverables and Aon Hewitt Information, and will not use Aon Hewitt’s name or other intellectual property without Aon Hewitt’s prior written consent. 



(d) Provided that Client promptly notifies Aon Hewitt of a claim that the Aon Hewitt Information infringes a presently issued U.S. patent or copyright, Aon Hewitt will defend such claim at its expense and will indemnify Client for any costs and damages that may be awarded against Client in connection with such claim.  Aon Hewitt will not indemnify Client, however, if the claim of infringement results from (i) use of other than the most recent version of the Aon Hewitt Information made available to Client by Aon Hewitt; (ii) Client’s alteration of the Aon Hewitt Information; (iii) use of any Aon Hewitt Information in combination with other software not provided by Aon Hewitt; or (iv) improper use of Aon Hewitt Information.



(e) Nothing contained in this Agreement will prohibit Aon Hewitt from using any of its general knowledge or knowledge acquired under this Agreement (excluding Client’s Confidential Information) to perform similar services for others.



6. Confidentiality

(a) For the purposes of this Agreement, "Confidential Information" includes: (i) the terms of this Agreement (including any Schedules); (ii) Client Information; (iii) Aon Hewitt Information; (iv) oral and written information designated by a party as confidential prior to the other party obtaining access thereto; and (v) oral and written information which should reasonably be deemed confidential by the recipient whether or not such information is designated as confidential.  Each party's respective Confidential Information will remain its sole and exclusive property.



(b) Each party will use reasonable efforts to cause its employees to minimize distribution and duplication and prevent unauthorized disclosure of the Confidential Information of the other party.  Each party agrees that only employees who have a need to know the Confidential Information of the other party will receive such Confidential Information.  No party will disclose the other party’s Confidential Information to a third party without the prior written consent of the other party, which consent may be conditioned upon the execution of a confidentiality agreement reasonably acceptable to the owner of the Confidential Information, except that Aon Hewitt may use Client’s Confidential Information in combination with other data, including the disclosure of such information to third parties, provided that no such Client Confidential Information is identifiable by Client or Client employee and that either party may disclose the other party’s Confidential Information to its legal counsel and auditors.  Aon Hewitt may also disclose Client’s Confidential Information to any subcontractor or, as instructed by Client, to any other third party providing services to Client under this Agreement as reasonably necessary for such subcontractor or third party to perform its services, provided that any such subcontractor is subject to a confidentiality agreement.  Aon Hewitt may retain a copy of all Client Confidential Information for archival purposes.



(c) Confidential Information does not include information if and to the extent such information: (i) is or becomes generally available or known to the public through no fault of the receiving party; (ii) was already known by or available to the receiving party prior to the disclosure by the disclosing party; (iii) is subsequently disclosed to the receiving party by a third party who is not under any obligation of confidentiality to the party who disclosed the information;  or (iv) has already been or is hereafter independently acquired or developed by the receiving party without violating any confidentiality agreement with or other obligation to the party who disclosed the information.



(d) The receiving party may disclose Confidential Information of the disclosing party if required to as part of a judicial process, government investigation, legal proceeding, or other similar process, provided that the receiving party has given prior written notice of such requirement to the disclosing party.  Reasonable efforts will be made to provide this notice in sufficient time to allow the disclosing party to seek an appropriate confidentiality agreement, protective order, or modification of any disclosure, and the receiving party will reasonably cooperate in such efforts.  



7. Representations and Responsibilities

(a) Aon Hewitt represents that it: (i) shall, at all times during the term of this Agreement, remain in material compliance with all laws and regulations applicable to it as a service provider, including any required licenses, permits, or registrations, necessary for Aon Hewitt to be able to perform the Services; and (ii) has no outstanding commitment or agreement to which it is a party or legal impediment of any kind known to it which is likely to limit, restrict, or impair the rights granted to Client hereunder.  If a potential conflict should arise, Aon Hewitt will discuss the situation with Client.



(b) Client will submit to Aon Hewitt all Client Information in Client’s control necessary for Aon Hewitt to perform the Services covered by this Agreement.  The Services are not of a legal nature, and Aon Hewitt will in no event give, or be required to give, any legal opinion or provide legal representation to Client.  Client will maintain in compliance with applicable law any and all benefit plan legal documents related to the Services.  Client is responsible for the accuracy and completeness of any and all Client Information that is submitted to Aon Hewitt.  Client agrees to notify Aon Hewitt as soon as possible of any problems or errors in Client Information submitted.  Services performed by Aon Hewitt in correcting such problems or errors are additional services for which additional fees will be payable.



(c) Aon Hewitt is not a fiduciary within the meaning of the Employee Retirement Income Security Act (ERISA) or other legislation.  Aon has no discretion with respect to the management or administration of Client’s employee benefit plans, and/or control or authority over any assets of Client’s employee benefit plans, including the investment of those assets. All such discretion and control remain with Client and other fiduciaries to Client’s employee benefit plans.





8. Liability/Indemnification

(a) Aon Hewitt will correct its work product without additional charge if any errors or omissions occur in its work.  Aon Hewitt shall indemnify and hold Client harmless from and against any and all damages, losses, liabilities, and expenses (including reasonable attorneys’ fees and expenses) (collectively, a “Loss” or “Losses”) arising from Aon Hewitt’s failure to comply with the applicable terms and conditions of this Agreement (regardless of whether such Loss is based on breach of contract, tort, strict liability, breach of warranty, failure of essential purpose or otherwise): 



(i) for all Losses arising from Services performed in a particular Year, in an amount not to exceed the amount of the fees paid to Aon Hewitt under this Agreement during such Year, and, 



(ii) without regard to the limitations of Section 8(a)(i), for Losses arising from (aa) Aon Hewitt’s willful, fraudulent or criminal misconduct, (bb) bodily injury, including death, or damage to personal or real property, (cc) infringement by Aon Hewitt Information pursuant to Section 5(d) hereof, and (dd) Aon Hewitt’s breach of its confidentiality obligations set forth in Section 6 hereof.  Any claim under this Section 8(a) must be asserted before the date that is three (3) years following the act or omission giving rise to the claim.



(b)	Subject to Aon Hewitt’s indemnity obligations in Sections 5(d) and 8(a), Client shall indemnify, defend, and hold Aon Hewitt harmless from and against any and all Losses arising from (i) claims made by third parties, including, without limitation, Client’s employees, affiliates, and plans with respect to the Services provided hereunder, or (ii) Client’s failure to comply with the applicable terms and conditions of this Agreement, including without limitation, any infringement of Aon Hewitt Information by Client in violation of Section 5 or any breach by Client of the confidentiality provisions of Section 6.



(c)	In no event will either party be liable to the other party for incidental, consequential, special, or punitive damages (including loss of profits, data, business or goodwill, or government fines, penalties, taxes, or filing fees), regardless of whether such liability is based on breach of contract, tort, strict liability, breach of warranty, failure of essential purpose or otherwise, and even if advised of the likelihood of such damages.



(d)	Notwithstanding the foregoing, as applicable to the Client and the Services, Aon Hewitt will not be liable to Client for any amounts for which Client or any of its employee benefits plans would have been responsible to pay irrespective of any act, error or omission by Aon Hewitt, including interest adjustments.  Each of Aon Hewitt and Client agrees to use reasonable efforts to mitigate its own, as well as the other party’s, liability, damages, and other losses suffered in connection with this Agreement.  



9. Dispute Resolution

Except as provided in Section 12(h), the following procedures shall be used in the event of any dispute or controversy arising out of or relating to this Agreement.  All negotiations between the parties conducted pursuant to the dispute resolution process described herein (and any of the parties’ submissions in contemplation hereof) shall be kept confidential by the parties and shall be treated by the parties and their respective representatives as compromise and settlement negotiations for purposes of the applicable court rules of evidence.



(a)  The parties shall attempt in good faith to resolve any dispute arising out of or relating to this Agreement promptly by negotiation between executives who have authority to settle the controversy and who are at a higher level of management than the persons with direct responsibility for administration of this Agreement.  Either party may give the other party written notice of any dispute not resolved in the ordinary course of business.  Within fifteen (15) days after delivery of the notice, the party receiving the notice shall submit to the other a written response.



(b)  Within thirty (30) days after delivery of the notice, the designated executives shall meet at a mutually acceptable time and place, and thereafter as often as they reasonably deem necessary, to attempt to resolve the dispute.  All reasonable requests for information made by one party to the other shall be honored in a timely fashion.



(c)  If the matter in dispute has not been resolved within sixty (60) days after delivery of the notice, or if the parties fail to meet within thirty (30) days, the dispute shall be referred to more senior executives who have authority to settle the dispute and who shall likewise meet in an attempt to resolve the matter in dispute.  If the matter has not been resolved within thirty (30) days after it has been referred to the more senior executives, or if no meeting of such senior executives has taken place within fifteen (15) days after such referral, either party may seek alternative legal remedies as it deems appropriate.



10. Insurance/Indemnity

(a) Coverage. Aon Hewitt shall maintain, at all times during the term of this Agreement, the following minimum insurance coverages and limits:



(i) Workers’ Compensation and related insurance as prescribed by the law of the state in which the Services are to be performed; 



(ii) General Liability in the amount of $1,000,000 per occurrence and $2,000,000 in the aggregate; and



(iii) Professional Liability in the amount of $1,000,000 per occurrence and in the aggregate.



(b) Best Rating.  Aon Hewitt will place such insurance with carriers possessing a B+VII or better rating, as rated in the A.M. Best Key Rating Guide for Property and Casualty Insurance Companies.



11.	Successors and Assigns

This Agreement shall inure to the benefit of and be binding upon the successors and permitted assigns of Aon Hewitt and Client.  Neither party may assign its rights or obligations hereunder without the prior written consent of the other party, which consent shall not be unreasonably withheld or delayed, except a party may assign its rights and obligations to an affiliate entity controlled by, controlling, or in common control with the assigning party.



12.	Miscellaneous

(a) The headings used herein are for convenience only and will not affect the interpretation of this Agreement.



(b) This Agreement has been entered into for the sole benefit of Client and Aon Hewitt, and in no event will any third-party benefits or obligations be created thereby.



(c) This Agreement and any Schedule hereunder may be executed in two or more counterparts, each of which will be deemed an original for purposes of this Agreement or the Schedule.



(d) The relationship between the parties is that of independent contractors.  Nothing in this Agreement will be deemed or construed to create a joint venture, agency, or partnership between the parties for any purpose or between the partners, officers, members, or employees of the parties by virtue of either this Agreement or actions taken pursuant to this Agreement.  Aon Hewitt personnel will remain Aon Hewitt’s employees for all purposes, including, but not limited to, determining responsibility for all payroll-related obligations.



(e) Aon Hewitt may enter into subcontracts to perform a portion of the Services under this Agreement provided that Aon Hewitt shall remain responsible for the acts or omissions of such subcontractors as if such subcontracted activities had been performed by Aon Hewitt.



(f) Aon Hewitt may include Client and its trademarks and logos on Aon Hewitt’s customer lists, proposals and other communications not intended for general distribution.



(g) It is expressly understood and agreed that the obligations of Sections 5, 6, 8, 9, 11, and 12 herein, as well as all payment obligations arising on or before the date of termination or expiration of the term of this Agreement, will survive the termination or expiration of this Agreement.



(h) Both parties agree that injunctive relief is appropriate in enforcing the confidentiality provisions of this Agreement.  In the event of any action to construe or enforce this Agreement or any portion thereof, the prevailing party will be entitled to recover, in addition to any charges fixed by the court, its costs and expenses of suit, including reasonable attorneys’ fees and expenses.



(i) If any provision of this Agreement or portion thereof is declared invalid, the remaining provisions will nevertheless remain in full force and effect.



(j) In the event any terms of any Schedule conflict with the terms contained in these General Terms and Conditions, the terms of such Schedule will prevail.



(k) This Agreement is subject to OFAC compliance (i.e., the laws and regulations enforced by the United States Office of Foreign Assets Control and each party's compliance policies relating thereto). Since Aon Hewitt can be held accountable under such laws and regulations in connection with its provision of the Services, Client confirms that it will screen against OFAC's list of Specially Designated Nationals and Blocked Persons those parties with whom Aon Hewitt will interact at Client's direction in providing the Services (e.g., Client's employees, participants, other vendors, etc.).  If a possible match is identified as a result of a screen, Client shall notify Aon Hewitt, and the parties will cooperate with each other in resolving the matter (which may include adjustments to the Services or regulatory notifications).



(l) This Agreement will be construed and enforced in accordance with the internal laws and judicial decisions of the State of Illinois, excluding its conflict of laws rules that would refer to and apply the substantive laws of another jurisdiction.  To facilitate judicial resolution and save time and expense, the parties irrevocably and unconditionally agree not to demand a trial by jury in any action, proceeding or counterclaim arising out of or relating to the Services or this Agreement.



(m) This Agreement, including any Schedules and the materials incorporated herein from time to time, constitutes the entire agreement of the parties and supersedes all previous oral or written negotiations and agreements relating to the subject matter hereof (including the subject matter of such Schedules).  For the avoidance of doubt, this Agreement also supersedes the terms and conditions in any purchase order, engagement letter or general consulting services agreement between Aon Hewitt and Client.  For the avoidance of doubt, the effective date of each Schedule shall be set forth therein. There have been no representations or statements, oral or written, that have been relied on by any party hereto except those expressly set forth herein.

[End of Document]
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VENDOR INFORMATION SHEET FOR RFP 3211 
 
Vendor Must: 
 


A) Provide all requested information in the space provided next to each numbered question.  The information provided 
in Sections V1 through V6 will be used for development of the contract; 


 
B) Type or print responses; and 


 
C) Include this Vendor Information Sheet in Tab III of the Technical Proposal. 


V1 Company Name Deloitte Consulting LLP 
 


V2 Street Address 120 South Sixth Street
 


V3 City, State, ZIP Minneapolis, MN 55402-1844
 


V4 Telephone Number 
Area Code:   Number:  612 397 4033 Extension:   


 


V5 Facsimile Number 
Area Code:   Number:  612-397-4450 Extension:   


 


V6 Toll Free Number 
Area Code:   Number:   Extension:   


 


V7 


Contact Person for Questions / Contract Negotiations, 
including address if different than above 


Name:  Patrick Pechacek 
Title:  Director 
Address:  120 South Sixth Street, Minneapolis, MN 55402-1844 
Email Address: ppechacek@deloitte.com 


 


V8 Telephone Number for Contact Person 
Area Code:   Number:  612-397-4033 Extension:   


 


V9 Facsimile Number for Contact Person 
Area Code:   Number:  612-397-4450 Extension:   


 


V10 
Name of Individual Authorized to Bind the Organization 


Name:  Patrick Pechacek Title:  Director 
 


V11 
Signature (Individual must be legally authorized to bind the vendor per NRS 333.337) 


Signature:  Date: 12/15/2015 
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Deloitte Consulting LLP 
400 One Financial Plaza 


120 South Sixth Street 
Minneapolis, MN 55402-1844 


United States 
 


Tel: 612 397 4033 
Fax: 612 397 4450 


 
www.deloitte.com 


 
December 18, 2015 
 
Ms. Gail Burchett 
State of Nevada, Purchasing Division 
515 E. Musser Street, Suite 300 
Carson City, NV  89701 


Subject:  Proposal to Provide Actuarial and Consulting Services to the State of Nevada Public Employees 
Benefits Program RFP #3211 


Deloitte Consulting LLP (Deloitte Consulting) is pleased to have this opportunity to submit a proposal to provide 
actuarial and consulting services to the State of Nevada Public Employees Benefits Program (PEBP). 
We have developed a response to your RFP that is tailored to meet your specific needs. To deliver a high level of 
service, quality and consistency, we will provide a team of highly qualified professionals, which have a proven 
track record of working together as one team with large public sector organizations similar to the State of Nevada. 


Why Deloitte Consulting? 
Deloitte Consulting, through our substantial public sector practice, is uniquely qualified to assist the State of 
Nevada in achieving its goals.  While our qualifications are detailed throughout the proposal, our team brings 
deep technical expertise and unparalleled public sector experience.  Specifically, we believe the following 
compelling reasons distinguish us from our competitors and make us the right choice. 


• Proven track record serving the Public Sector — Deloitte Consulting has unmatched experience in the 
public sector.  From the largest multi-tiered State agencies to the smallest counties in rural America, we serve 
a broad range of state and local government clients.  Members of the core client service team proposed to 
serve PEBP have been the ongoing consultant assisting many of our largest public sector clients over many 
years, spanning several consultant bidding processes.  Key to our retention has been a record of strong client 
service and consultative services.  We have delivered innovation and strategic solutions that have provided 
our clients and their employees and participants with significant savings over time.  To illustrate this point we 
have provided similar benefit consultative services to the State of Minnesota for 21 years, the State of Iowa 
for seven years, and the University of California for 26 years.  Our public sector client list illustrates our 
knowledge and understanding of industry-specific processes, challenges, and solutions. 


• Proven consulting firm serving Nevada — from our offices in Carson City to Las Vegas, we are and have 
been committed to helping the state with its most challenging programs, including the complex transition from 
the state’s health exchange to a Supported State-Based Marketplace, as well as our project in review of 
specific state Charter Schools. Additionally, we are making investments for the state’s workforce and 
autonomous vehicle programs.  And you have a locally dedicated team, including leaders in Carson City - 
your Lead Client Service Partner Philip Brozenick and Lead Consulting Partner Rakesh Duttagupta. 


• Quality Product — The quality and timeliness of work products and commitment of the client service team 
are your most important considerations.  With Deloitte Consulting, you will receive high quality work from 
committed professionals while meeting your deadlines.  You will receive a consistently high level of service 
throughout the contract period from an organization that is committed to quality.  This commitment to service 
excellence has been a key driver behind our strong client growth and our ongoing relationships with our 
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clients.  This growth has allowed us to invest in research, development, education and training, and to recruit 
some of the best and brightest professionals in the industry to meet your needs. 


• A Cohesive Public Sector Client Service Team — Pat Pechacek, Lead Client Service Director; John 
Kessler, Advisory Director; Dan Coyle, Project Manager; Josh Johnson, Lead Health and Welfare Manager; 
Michael de Leon; Lead Retirement Actuary, and Dan Plante, Lead Health and Welfare Actuary, will lead our 
client service team.  With their direction, you can be assured that your needs will not only be met but also 
anticipated. Your client service team currently provides similar services to those requested in the RFP for the 
states of Minnesota, Illinois, and Iowa, as well as the University of California. Key members of the client 
service team spend most, if not all, of their time serving public sector clients.  Although not all located in the 
same geographic offices, the team has worked together successfully serving public sector clients in the West 
and Midwest. 


• High Value — Deloitte Consulting is committed to offering you high value in actuarial and consulting services.  
We look forward to bringing innovative solutions to you as you seek to provide cost effective and quality 
services to your constituents.  Each of those items mentioned above, especially our public sector experience, 
means that by selecting Deloitte Consulting, you will get high value actuarial and consulting services for the 
fees paid.  Our pricing reflects professional fees that recognize the economic realities of public sector 
consulting. 


• Vast Resources — Deloitte Consulting and our affiliated firms are comprised of several complementary 
practices that include Human Capital, Employee Benefits, Tax, and Management Consulting.  Over the 
course of our relationship, issues may arise which are outside the confines of the health actuarial or benefits 
disciplines.  We are able to assist you in addressing these topics through a broad network of local and 
national client service professionals.  On its own merit, Deloitte Consulting is the second largest actuarial and 
human resource consultancy in the world. 


We would truly appreciate the opportunity to develop a long-standing relationship with you.  We look forward to 
assisting you with your actuarial and consulting needs and welcome the opportunity to deliver high-quality 
services.  If you have any questions regarding this proposal, please contact me at (612) 397-4033 
ppechacek@deloitte.com. 


Sincerely, 
 


 
Patrick L. Pechacek, CEBS 
Director 
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State of Nevada  


 
 


Brian Sandoval 
Department of Administration Governor 
Purchasing Division  
515 E. Musser Street, Suite 300 Jeffrey Haag 
Carson City, NV  89701 Administrator 


SUBJECT: Amendment 1 to Request for Proposal 3211 


RFP TITLE: Actuary and Consulting Services 
DATE OF 
AMENDMENT: December 10, 2015 


DATE OF RFP 
RELEASE: November 17, 2015 


OPENING DATE: December 18, 2015 


OPENING TIME: 2:00 PM 


CONTACT: Gail Burchett, Procurement Staff Member 
 
 
The following shall be a part of RFP 3211.  If a vendor has already returned a proposal and 
any of the information provided below changes that proposal, please submit the changes 
along with this amendment.  You need not re-submit an entire proposal prior to the opening 
date and time. 
 
 
1. Why is the State of Nevada Purchasing Division, Public Employees’ Benefits 
Program (PEBP)  putting this work out to bid via an RFP process? 
 
 PEBP Response: The current contract terminates on June 30, 2016. 
 
2. How long has the current consultant been providing this service? 
 


PEBP Response:  The current vendor has been providing this service under the 
current contract since July 1, 2008. 


 
3. Does the current consultant provide the same scope of services that are included 
in this RFP? If  not, what was added/changed? 
 


PEBP Response:  The current vendor provides services that are consistent with 
the scope of work in the RFP.   


 
4. Has the PEBP had any performance issues with the current carriers/vendors? 
 


PEBP Response:  As with any long term contractual relationship there have been 
some issues with the current vendor.   


 
5. Are the current services provided via a fixed fee arrangement, on a time-and-
expense basis, or a  commission schedule? 
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 a. If a fixed fee arrangement, what is the most recent fee arrangement? 
 
 b. If on a time-and-expense basis, what are the current hourly rates?  What 
were the total   fees charged in 2014? 
 
 c. If on a commission schedule, what is the schedule? How much was paid to 
the    consultant in 2014? 
 


PEBP Response:  All fees charged by the current vendor are in the table below.  
There are no commissions paid to the vendor, only fees as provided below: 
 


Staff category Hourly rate 


Average 
Annual 
Hours 
(2013) 


Average 
Annual 
Hours 
(2014) 


Average 
Annual 
Hours 
(2015) 


Actuary $434 617 680 632 
Consultant $347 149 300 395 
Clerical  $104 0 0 0 
Specialist/ Analyst  $260 342 679 1123 


Attorney $376 23 1 157 
     


 
 
6. What were the fees paid for the “in scope” and “out of scope” items for 2012, 
2013 and 2014? 
 


PEBP Response:  All services are ordered via work order and are within the scope 
of the contract.  Any work requested of the current vendor that is outside of the 
scope would require an amendment to the contract.  


 
7. Can the PEBP provide a copy of the deliverables produced in the last fiscal year 
for actuarial  and consulting services? 
 


PEBP Response:  All reports and presentation materials provided by the existing 
vendor are included in the packets provided to the PEBP Board.  All board 
packets are posted on the PEBP website under PEBP Board<Board Meeting 
Materials.  All vendors are encouraged to review the packets for previous board 
meetings.   


 
8. Approximately how many meetings per year has the attendance of the consultant 
been  requested? 
 


PEBP Response:  The current vendor has been present at all PEBP Board 
meetings.  The calendar of meetings is available on the PEBP website under 
Board Meetings.  Attendance at additional meetings such as; during the Nevada 
Legislative session and at interim legislative committee meetings.  The vendor 
will be notified when this required, but on average there are 6 to 8 Board meetings 
annually and 2 legislative meetings in the odd numbered years and 2 interim 
committee meetings in the even numbered years. 
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9. Traditionally, has the attendance of the consultant been requested during the open 
enrollment  period? 
1.  


2. PEBP Response:  The services of an actuary consultant are not required at open 
enrollment meetings provided to participants of the plan.   


 
10. Are there any particular service related reasons you are going out to bid or is the 
issuance of an  RFP to meet a timing requirement to solicit proposals? 
 


PEBP Response:  The current contract terminates on June 30, 2016.   
 
11. Will the incumbent firm providing Actuary and Consulting Services be invited to 
bid? How  long has the current actuary been providing these services? 
 


PEBP Response:  The current vendor has been providing this service under the 
current contract since July 1, 2008.  Any vendorwho can meet or exceed the scope 
of work and is interested in being a partner with the state of Nevada are 
encouraged to submit a proposal.   


 
12. Please provide all scoring documents related to the last RFP for these services. 
 


PEBP Response:  The scoring materials from the last RFP are not available. 
 
13. Please indicate the make-up of the evaluation committee— not necessarily by 
names, but by  positions in which departments. 
 


PEBP Response:  The evaluation committee is made up of PEBP staff, at least 
one PEBP Board member and subject matter experts.   


 
14. There is no finalist presentation listed under Section 8, RFP Timeline. Was this 
omission of a  presentation intentional? Will vendors have a chance to present their 
proposal to the evaluation  committee? 


 
PEBP Response:  Currently, there is not plan to have vendors provide presentations 
of their proposals.  However, the evaluation committee or the PEBP Board may 
request presentations be made by the vendors identified as finalist after the initial 
evaluation is complete.  If it becomes necessary to have a second review of 
proposals vendors will be notified of the time and date for presentations. 


 
15. Question 3.5.3.14 asks about our ability to provide transactional testing on PEBP 
operations in  accordance with NRS.0425. Please provide a copy of the report and/or 
findings for the most  recent testing or review. What is the current consultant’s role in 
completing this requirement. 
 
 PEBP Response:  PEBP has not asked this testing to be completed by the current 


vendor recently.  This is an option PEBP would like to explore with any future 
vendors. 


 
16 If we do not provide these services with in-house staff, is it necessary for us to 
secure a partner  to provide these services under this contract? 
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PEBP Response:  PEBP expects the awarded vendor to be able to provide all the 
services in the RFP.  If a subcontractor is used they must be approved according 
to the terms of the contract and performance standards and guarantees.  


 
17. Please confirm that Questions 3.5.7.2 and 3.5.7.3 refer to our plan at the 
termination or  expiration of the contract anticipated to be award July 1, 2016. If that is 
not the case, please  clarify how we should respond. 
 


PEBP Response:  Question 3.5.7.1 should be answered as if your organization is 
the incoming vendor.  Question 3.5.7.2 should be answered as if your 
organization is an outgoing vendor, for example if your contract expires or 
terminates. 


 
18. Section 3.4 includes a table with the current contractor’s hourly rates (page 10). 
Please provide  the hours invoiced for each staff category separately for 2013, 
2014 and 2015 (to date).  
 


PEBP Response:  See the table below.  
 


Staff category Hourly rate 


Average 
Annual 
Hours 
(2013) 


Average 
Annual 
Hours 
(2014) 


Average 
Annual 
Hours 
(2015) 


Actuary $434 617 680 632 
Consultant $347 149 300 395 
Clerical  $104 0 0 0 
Specialist/ Analyst  $260 342 679 1123 


Attorney $376 23 1 157 
     


 
 
19. What current projects or items in the scope of work are provided on a fixed fee 
basis, and what  are the associated fixed fees? 
 


PEBP Response:  All fees paid to the current vendor are in the table below.   
 


Staff category Hourly rate 


Average 
Annual 
Hours 
(2013) 


Average 
Annual 
Hours 
(2014) 


Average 
Annual 
Hours 
(2015) 


Actuary $434 617 680 632 
Consultant $347 149 300 395 
Clerical  $104 0 0 0 
Specialist/ Analyst  $260 342 679 1123 


Attorney $376 23 1 157 
     


 
 
20. Are the Performance Standards and Guarantees (provided as Attachment N) 
consistent with  those in the current vendor’s contract? Please describe any 
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instances where a Performance  Standard or Guarantee has been applied under the 
current vendor’s contract. 
 


PEBP Response:  The Performance Standards and Guarantees provided in the 
RFP closely match those in place with the existing vendor.   


 
21. 11.3.1.1 (page 40) requires the contractor to cooperate fully with other PEBP 
contractors.  Please describe any significant cooperative efforts involving the current 
actuary. 
 


PEBP Response:  PEBP’s current actuary consultant works closely with PEBP’s 
third party administrator and pharmacy benefit manager.  PEBP expects the 
selected vendor to cooperate and work with existing vendors to provide the 
services listed and in the best interest of the state and participants of the plan.  


 
22. The RFP requires electronic copies to be provided on a CD. Would a flashdrive 
(that connects  to a USB port) be an acceptable alternative? 
 
 PEBP Response: A CD is required. 
 
23. Please provide the anticipated timeline for the deliverables associated with the 
Scope of Work  listed in Section 3 (p 8) of the RFP. 
 


PEBP Response:  Timelines for certain projects can vary based on staff and PEBP 
Board requests.  PEBP currently utilizes a work order process which includes 
details of the deliverable as well as a timeline for the requested service.   


 
24. On page 9, it says we will ‘Assist with annual rate setting for all health benefit 
plans." Please  confirm which plans are self-funded. 
 


PEBP Response:  PEBP offers its participants the option of enrolling in a self-
funded consumer driven health plan (CDHP) or two fully insured HMO plans.   


 
25. Page 9 – How often do you require an analysis of claim reserves? 
 
 PEBP Response:  A minimum of annually. 
 
26. Is contribution setting in-scope? 
 
 PEBP Response:  The vendor is expected complete rate setting as outlined in the 


RFP.  This is considered within the scope of the RFP.  Rate setting will be 
documented with a work order that will provide necessary details and timelines.  


 
 
27. Do you have hours spent by the current consultant? We note the table with rates 
has spaces for  hours, but is blank. 
 


PEBP Response:  See Below. 
 


Staff category Hourly rate Average 
Annual 


Average 
Annual 


Average 
Annual 
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Hours 
(2013) 


Hours 
(2014) 


Hours 
(2015) 


Actuary $434 617 680 632 
Consultant $347 149 300 395 
Clerical  $104 0 0 0 
Specialist/ Analyst  $260 342 679 1123 


Attorney $376 23 1 157 
     


 
 
28. Is the transition schedule requested in 3.5.7.2 different from the transition plan 
requested in  3.5.7.1? 
 


PEBP Response:  Question 3.5.7.1 should be answered as if your organization is 
the incoming vendor.  Question 3.5.7.2 should be answered as if your 
organization is an outgoing vendor, for example if your contract expires or 
terminates.  


 
29. Attachment L appears to contain Aon’s cost management recommendations, not 
their HIPAA  Training Presentation. Is their HIPAA training presentation available? 
 


PEBP Response:  See Below. 
 
 
 
 


ALL ELSE REMAINS THE SAME FOR RFP 3211. 
 
 


Vendor must sign and return this amendment with proposal submitted. 
 


Vendor Name: Deloitte Consulting LLP 


Authorized 
Signature: 


 


Title: Director Date: December 15, 2015 
 
 
 
 


This document must be submitted in the “State Documents” 
section/tab of vendors’ technical proposal. 
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ATTACHMENT A – CONFIDENTIALITY AND CERTIFICATION OF INDEMNIFICATION 
 
Submitted proposals, which are marked “confidential” in their entirety, or those in which a significant portion of the 
submitted proposal is marked “confidential” will not be accepted by the State of Nevada.  Pursuant to NRS 333.333, only 
specific parts of the proposal may be labeled a “trade secret” as defined in NRS 600A.030(5).  All proposals are confidential 
until the contract is awarded; at which time, both successful and unsuccessful vendors’ technical and cost proposals 
become public information.   
 
In accordance with the Submittal Instructions of this RFP, vendors are requested to submit confidential information in 
separate binders marked “Part I B Confidential Technical” and “Part III Confidential Financial”. 
 
The State will not be responsible for any information contained within the proposal.  Should vendors not comply with the 
labeling and packing requirements, proposals will be released as submitted.  In the event a governing board acts as the 
final authority, there may be public discussion regarding the submitted proposals that will be in an open meeting format, 
the proposals will remain confidential.  
 
By signing below, I understand it is my responsibility as the vendor to act in protection of the labeled information and 
agree to defend and indemnify the State of Nevada for honoring such designation.  I duly realize failure to so act will 
constitute a complete waiver and all submitted information will become public information; additionally, failure to label 
any information that is released by the State shall constitute a complete waiver of any and all claims for damages caused 
by the release of the information. 
 
This proposal contains Confidential Information, Trade Secrets and/or Proprietary information as defined in Section 2 
“ACRONYMS/DEFINITIONS.”  
 
Please initial the appropriate response in the boxes below and provide the justification for confidential status. 
 


Part I B – Confidential Technical Information 
YES X NO  


Justification for Confidential Status 
Our technical proposal contains certain information about our technical capabilities and approaches 
that are proprietary and have commercial value.


 


A Public Records CD has been included for the Technical and Cost Proposal 


YES X NO (See note 
below)  


Note:  By marking “NO” for Public Record CD included, you are authorizing the State to use the “Master CD” for 
Public Records requests. 


 


Part III – Confidential Financial Information 
YES X NO  


Justification for Confidential Status 
Our cost proposal contains information that can be used by our competitors in future bids. 


 
Deloitte Consulting LLP  
Company Name  
    


Signature    
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Patrick Pechacek   December 15, 2015


Print Name   Date 
  


This document must be submitted in Tab IV of vendor’s technical proposal 
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ATTACHMENT C – VENDOR CERTIFICATIONS 
 
Vendor agrees and will comply with the following: 
 
(1) Any and all prices that may be charged under the terms of the contract do not and will not violate any existing federal, 


State or municipal laws or regulations concerning discrimination and/or price fixing.  The vendor agrees to indemnify, 
exonerate and hold the State harmless from liability for any such violation now and throughout the term of the contract. 


 
(2) All proposed capabilities can be demonstrated by the vendor. 
 
(3) The price(s) and amount of this proposal have been arrived at independently and without consultation, communication, 


agreement or disclosure with or to any other contractor, vendor or potential vendor. 
 
(4) All proposal terms, including prices, will remain in effect for a minimum of 180 days after the proposal due date.  In the 


case of the awarded vendor, all proposal terms, including prices, will remain in effect throughout the contract negotiation 
process. 


 
(5) No attempt has been made at any time to induce any firm or person to refrain from proposing or to submit a proposal 


higher than this proposal, or to submit any intentionally high or noncompetitive proposal.  All proposals must be made 
in good faith and without collusion. 


 
(6) All conditions and provisions of this RFP are deemed to be accepted by the vendor and incorporated by reference in the 


proposal, except such conditions and provisions that the vendor expressly excludes in the proposal.  Any exclusion must 
be in writing and included in the proposal at the time of submission. 


 
(7) Each vendor must disclose any existing or potential conflict of interest relative to the performance of the contractual 


services resulting from this RFP.  Any such relationship that might be perceived or represented as a conflict should be 
disclosed.  By submitting a proposal in response to this RFP, vendors affirm that they have not given, nor intend to give 
at any time hereafter, any economic opportunity, future employment, gift, loan, gratuity, special discount, trip, favor, or 
service to a public servant or any employee or representative of same, in connection with this procurement.  Any attempt 
to intentionally or unintentionally conceal or obfuscate a conflict of interest will automatically result in the 
disqualification of a vendor’s proposal.  An award will not be made where a conflict of interest exists.  The State will 
determine whether a conflict of interest exists and whether it may reflect negatively on the State’s selection of a vendor.  
The State reserves the right to disqualify any vendor on the grounds of actual or apparent conflict of interest. 


 
(8) All employees assigned to the project are authorized to work in this country. 
 
(9) The company has a written equal opportunity policy that does not discriminate in employment practices with regard to 


race, color, national origin, physical condition, creed, religion, age, sex, marital status, sexual orientation, 
developmental disability or handicap.   


 
(10) The company has a written policy regarding compliance for maintaining a drug-free workplace. 
 
(11) Vendor understands and acknowledges that the representations within their proposal are material and important, and 


will be relied on by the State in evaluation of the proposal.  Any vendor misrepresentations shall be treated as fraudulent 
concealment from the State of the true facts relating to the proposal. 


 
(12) Vendor must certify that any and all subcontractors comply with Sections 7, 8, 9, and 10, above. 
 
(13) The proposal must be signed by the individual(s) legally authorized to bind the vendor per NRS 333.337. 
 


Deloitte Consulting LLP  
Vendor Company Name  
    


Vendor Signature    
Patrick Pechacek   December 15, 2015 


Print Name   Date 
  


This document must be submitted in Tab IV of vendor’s technical proposal 
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ATTACHMENT B – TECHNICAL PROPOSAL CERTIFICATION OF COMPLIANCE 
WITH TERMS AND CONDITIONS OF RFP 


 
I have read, understand and agree to comply with all the terms and conditions specified in this Request for Proposal.   
 


YES  I agree to comply with the terms and conditions specified in this RFP. 


 


NO X I do not agree to comply with the terms and conditions specified in this RFP. 


 
If the exception and/or assumption require a change in the terms in any section of the RFP, the contract, or any 
incorporated documents, vendors must provide the specific language that is being proposed in the tables below.  If vendors 
do not specify in detail any exceptions and/or assumptions at time of proposal submission, the State will not consider any 
additional exceptions and/or assumptions during negotiations.   
 


Deloitte Consulting LLP  


Company Name  
    


Signature    
    
Patrick Pechacek   December 15, 2015 
Print Name   Date 


 
 


Vendors MUST use the following format.  Attach additional sheets if necessary. 


Deloitte has read the RFP, and accepts in principle the contract terms and conditions as set 
forth in the RFP as drafts of certain provisions of a contract, the final terms of which will be 
negotiated by the State and Deloitte if we are chosen as the successful contractor.  We 
recognize that, as with all complex engagements, there will be certain clarifications to the 
requirements in the RFP that the parties may wish to negotiate prior to initiation of the 
project, based on the requirements of the engagement as finally awarded. 


We have set forth in the Exception Summary Form below certain terms and conditions of the 
RFP that we propose to modify along with an approach to these issues that we believe will 
equitably serve the interests of both parties.   


We look forward to discussing and negotiating these terms and conditions and this important 
engagement with the State in the near future.  
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EXCEPTION SUMMARY FORM 


EXCEPTION 
NO. 


RFP SECTION 
NUMBER 


RFP PAGE 
NUMBER 


EXCEPTION 
(PROVIDE A DETAILED EXPLANATION) 


1 3.5.10 


11.3.4 


11.3.5 


Attach D – 23 


Attach O 


17 


41 


41 


47 


58 


Deloitte would like to further discuss the terms relative to the 
protection of confidential information during contract 
negotiations, specifically to include the protection of each 
party’s confidential information. The applicability of HIPAA 
terms, including BAA provisions if a BAA is necessary based 
on data to be received, shall also be discussed. 


2 3.5.11 


Attach N 


18 


57 


Relative to performance guarantees, Deloitte looks forward to 
further discussions and the development of a deliverable 
acceptance process with the State during contract negotiations 
with the understanding that all work product and services shall 
be deemed acceptable if they meet the “material” requirements 
of the resultant contract. 


3 3.5.12 18 Deloitte would like to further discuss and clarify certain of the 
requirements for this section during contract negotiations. 


4 3.5.12 


Attach D - 20 


18 


47 


In some circumstances Deloitte may need to assign and/or 
subcontract certain obligations and rights to its affiliates, so we 
would propose that these and all paragraphs that reference 
assignment and/or subcontracting be modified to allow for 
such activity. 


5 4.1.8 


11.2.2 


Attach D - 16 


Attach E 


21 


39 


47 


48 


Although we agree in principle to provide coverage as required 
by the RFP, Deloitte may need to make certain technical 
changes to the insurance requirements in order to make these 
requirements consistent with the insurance that we (as well as 
other large professional services firms) maintain. 


6 6 


Attach C - 8 


25 


47 


While Deloitte agrees in principle, invoicing and payment terms 
will require further clarification during contract negotiations, to 
include Deloitte having the right to halt or terminate the 
Services entirely if payment is not received in a mutually agreed 
upon timeframe. 


7 11.2.5 


Attach D - 5 


39 


47 


Deloitte would propose that a higher order document should 
supersede a lower order document to the extent necessary to 
resolve any conflict or inconsistency arising under the various 
provisions thereof; provided however, that in the event an issue 
is addressed in a lower order document but is not addressed in 
the resultant contract, no conflict or inconsistency shall be 
deemed to occur by reason thereof.  Therefore, these sections 
should be revised reflecting that Deloitte’s proposal would have 
precedence over the RFP. 
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8 11.2.6 40 Deloitte would like to further discuss and clarify certain of the 
requirements for this section during contract negotiations. 


9 11.3.3 41 Deloitte would like to further discuss and clarify certain of the 
requirements for this section during contract negotiations. 


10 Attach D - 4 


Attach D - 10 


47 Relative to these Sections and all sections that speak to 
termination, both parties’ rights with regard to termination 
should be discussed during negotiations.  At a minimum, we 
believe termination for cause should be based on a material 
breach of the contract and require 30 days written notice with 
the breaching party being given an opportunity to cure such 
breach. 


11 Attach D - 9 47 Deloitte recognizes the State’s need under certain 
circumstances to have the right to access certain books and 
records of its contractors; however, we would propose to 
establish reasonable limits on the audit rights contained in this 
Section and all other sections which make reference to such 
rights, and to clearly define the appropriate types of records 
that the Contractor is required to keep in light of the 
circumstances of the engagement. 


 
 


ASSUMPTION SUMMARY FORM 
 


Assumption 
No. 


RFP SECTION 
NUMBER 


RFP PAGE 
NUMBER 


EXCEPTION 
(PROVIDE A DETAILED EXPLANATION) 


1 Attach D - 11 


Attach D - 17 


47 Terms relative to remedies and the State’s right to set off 
shall require further discussion and clarification during 
contract negotiations. 


2 Attach D - 12 47 The proposed liability limitation (particularly with respect to 
tort damages) is higher and broader than what is customary 
in the industry and what we believe is necessary to provide 
adequate protection to the State.  We would propose that the 
liability limitation be modified to place reasonable, 
commercially standard parameters on Contractor’s liability 
obligations. 
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3 9.6.6 


Attach A 


Attach C(1) 


Attach D - 14, 
15, 22 


Attach E 


34 


44 


46 


47 


48 


Relative to these Sections and all sections that make 
reference to indemnification requirements, Deloitte agrees 
in principle and would agree to indemnify the State for 
certain damages to third parties.  We would propose that 
Contractor’s indemnification obligations under the Contract 
place reasonable, commercially standard parameters on 
Contractor’s indemnification obligations.  We would 
propose procedural terms to ensure Contractor is given 
prompt notice of and the ability to effectively defend or 
settle, as appropriate, any indemnification claims.  In 
addition, the resultant contract shall address all required 
indemnifications and shall supersede all indemnification 
requirements noted in the RFP. 


4 Attach D – 21 47 While Deloitte would agree to assign ownership of work 
product specifically designed for and delivered to the State 
in connection with the engagement, we would propose to 
further discuss this Section during contract negotiation.  In 
particular, we would propose to discuss the parties’ rights 
with respect to intellectual property other than 
copyrightable material developed under the Contract.  We 
would also propose language to protect Deloitte’s rights in 
intellectual property developed prior to or outside its work 
for the State including modifications to such intellectual 
property. 


5 Attach D – 26 47 Deloitte would like to clarify this section with the following 
Limitation on Warranties language:  This is a Services 
engagement.  Deloitte warrants that it shall perform the 
Services in good faith and in a professional manner.  
Deloitte disclaims all other warranties, either express or 
implied, including, without limitation, warranties of 
merchantability and fitness for a particular purpose.  The 
State’s exclusive remedy for any breach of this warranty 
shall be for Deloitte, upon receipt of written notice, to use 
diligent efforts to cure such breach, or, failing any such cure 
in a reasonable period of time, the return of professional 
fees paid to Deloitte hereunder with respect to the Services 
giving rise to such breach. 


6 N/A N/A Changes to the Contract.  Deloitte would like to include 
language that all changes to the scope of work, as agreed 
upon by the parties in the resultant contract, shall be subject 
to the written approval of both parties.  Deloitte looks 
forward to developing a mutually acceptable Change Order 
Process with the State (see below for more detail on this 
requested additional language and some additional sample 
language we are proposing). 
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7 Pricing N/A With regard to pricing, this proposal: 


• Includes analysis of data obtained in vendor RFPs, but 
does not include the development and management of 
the RFP itself. We are glad to discuss RFP services 
with the PEBP if/when the bid schedule is known. 


• Assumes billing deficits in each year can be made up 
with surpluses in other years and that deficits in 
Annual Rate Development, GASB, General Consulting, 
or Special Projects can be made up with surpluses in 
any of the other projects. In other words, our quote is 
intended to be all-inclusive, not separate quotes for 
each project. 


• Excludes services for vendors or coverages that the 
City adds after the contract effective date. 


• Excludes services in support of ACA employer 
reporting requirements (e.g., Forms 1094/1095). 


• Excludes communications services. We provide these 
services and are glad to discuss the scope of work 
with PEBP if desired. 


• Limits member issue research and resolution to 100 
hours per year. 


• Limits rate setting scenario modeling to six scenarios 
per year. 


• Excludes claim reviews and audits. 


• Excludes transactional testing discussed in question 
3.5.3.14. We are capable of performing these services, 
and we are glad to discuss the specific scope of work 
desired. 


• Assumes no commissions are paid. We are 
compensated on an hourly basis for services 
performed. 


 


General Business Terms/ Additional Provisions 


Pursuant to Section 9.2.3.5 of the RFP, Deloitte includes a copy of our General Business Terms and 
standard language for the approval of deliverables and the change order process upon which our 
proposal has been based.  Additional clauses that we propose for incorporation into a resultant contract 
for services include, but are not limited to, Client Responsibilities and Limitation on Damages and 
Indemnification, sample language for which is contained in our standard General Business Terms 
included here.  Deloitte anticipates discussing and negotiating with the State in good faith to resolve 
any differences between our General Business Terms and the standard terms and conditions provided 
in the RFP, as well as to agree upon mutually acceptable deliverable approval and change order 
language to include in a resulting contract.   
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GENERAL BUSINESS TERMS  
 


1. Services.  It is understood and agreed that Deloitte Consulting’s services (the 
“Services”)  under the engagement letter to which these terms are attached (the “Engagement 
Letter”) may include advice and recommendations, but all decisions in connection with the 
implementation of such advice and recommendations shall be the responsibility of, and made 
by, the Client.   


2. Payment of Invoices.  Deloitte Consulting’s invoices are due upon presentation.  
Invoices upon which payment is not received within thirty (30) days of the invoice date shall 
accrue a late charge of the lesser of (i) 1½% per month or (ii) the highest rate allowable by 
law, in each case compounded monthly to the extent allowable by law.  Without limiting its 
rights or remedies, Deloitte Consulting shall have the right to halt or terminate the Services 
entirely if payment is not received within thirty (30) days of the invoice date. The Client shall 
be responsible for all taxes imposed on the Services or on the transaction, other than income 
taxes imposed on a net basis or by withholding, and other than taxes imposed on Deloitte 
Consulting's property. 


3. Term.  Unless terminated sooner in accordance with its terms, this engagement shall 
terminate on the completion of the Services.  This engagement may be terminated by either 
party at any time, with or without cause, by giving written notice to the other party not less 
than thirty (30) days before the effective date of termination; provided that, in the event of a 
termination for cause, the breaching party shall have the right to cure the breach within the 
notice period.  Upon termination of the engagement, the Client will compensate Deloitte 
Consulting under the terms of the Engagement Letter for the Services performed and 
expenses incurred through the effective date of termination.   


4.      Deliverables.   
a) For purposes of these terms (i) “Technology” means works of authorship, materials, 
information and other intellectual property; (ii) “Deloitte Consulting Technology” means all 
Technology created prior to or independently of the performance of the Services, or created 
by Deloitte Consulting or its subcontractors as a tool for their use in performing the Services, 
plus any modifications or enhancements thereto and derivative works based thereon; and (iii) 
“Deliverables” means all Technology that Deloitte Consulting or its subcontractors create for 
delivery to the Client as a result of the Services.   
b)   Upon full and final payment to Deloitte Consulting hereunder, and subject to all other 
terms and conditions herein, Deloitte Consulting hereby (i) assigns to the Client all rights in 
and to the Deliverables, except to the extent they include any Deloitte Consulting Technology; 
and (ii) grants to the Client the right to use, for Client’s internal business purposes, any Deloitte 
Consulting Technology included in the Deliverables in connection with its use of the 
Deliverables.  Except for the foregoing license grant, Deloitte Consulting or its licensors retain 
all rights in and to all Deloitte Consulting Technology.  
c) To the extent any Deloitte Consulting Technology provided to the Client hereunder is 
a product (to the extent it constitutes merchandise within the meaning of section 471 of the 
Internal Revenue Code), such Deloitte Consulting Technology is licensed to the Client by 
Deloitte Consulting as agent for Deloitte Consulting Product Services LLC on the terms and 
conditions herein.  The assignment and license grant in Paragraph 4(b) do not apply to any 
Technology (including any modifications or enhancements thereto or derivative works based 
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thereon) that is subject to a separate license agreement between the Client and a third party, 
including, without limitation, Deloitte Consulting Product Services LLC. 


5. Limitation on Warranties.  THIS IS A SERVICES ENGAGEMENT.  DELOITTE 
CONSULTING WARRANTS THAT IT SHALL PERFORM THE SERVICES IN GOOD FAITH 
AND IN A PROFESSIONAL MANNER.  DELOITTE CONSULTING DISCLAIMS ALL OTHER 
WARRANTIES, EITHER EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, 
WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE.  
THE CLIENT’S EXCLUSIVE REMEDY FOR ANY BREACH OF THIS WARRANTY SHALL 
BE FOR DELOITTE CONSULTING, UPON RECEIPT OF WRITTEN NOTICE, TO USE 
DILIGENT EFFORTS TO CURE SUCH BREACH, OR, FAILING ANY SUCH CURE IN A 
REASONABLE PERIOD OF TIME, THE RETURN OF PROFESSIONAL FEES PAID TO 
DELOITTE CONSULTING HEREUNDER WITH RESPECT TO THE SERVICES GIVING 
RISE TO SUCH BREACH. 


6. Limitation on Damages and Indemnification. 
a) The Client agrees that Deloitte Consulting, its subcontractors and their respective 
personnel shall not be liable to the Client for any claims, liabilities, or expenses relating to this 
engagement (“Claims”) for an aggregate amount in excess of the fees paid by the Client to 
Deloitte Consulting pursuant to this engagement, except to the extent finally judicially 
determined to have resulted primarily from the recklessness, bad faith or intentional 
misconduct of Deloitte Consulting or its subcontractors.  In no event shall Deloitte Consulting, 
its subcontractors or their respective personnel be liable for any loss of use, data, goodwill, 
revenues or profits (whether or not deemed to constitute a direct Claim), or any consequential, 
special, indirect, incidental, punitive or exemplary loss, damage, or expense, relating to this 
engagement. In circumstances where all or any portion of the provisions of this Paragraph 6 
are finally judicially determined to be unavailable, the aggregate liability of Deloitte Consulting, 
its subcontractors and their respective personnel for any Claim shall not exceed an amount 
which is proportional to the relative fault that their conduct bears to all other conduct giving 
rise to such Claim.   
b) Deloitte Consulting shall indemnify, defend and hold harmless the Client and its 
personnel from and against any and all Claims attributable to claims of third parties solely for 
bodily injury, death or damage to real or tangible personal property, to the extent directly and 
proximately caused by the negligence or intentional misconduct of Deloitte Consulting while 
engaged in the performance of the Services. 
7. Client Responsibilities.  The Client shall cooperate with Deloitte Consulting 
hereunder, including, without limitation, providing Deloitte Consulting with reasonable facilities 
and timely access to data, information and personnel of the Client.  The Client shall be 
responsible for the performance of its personnel and agents and for the accuracy and 
completeness of data and information provided to Deloitte Consulting for purposes of the 
performance of the Services.  The Client acknowledges and agrees that Deloitte Consulting’s 
performance is dependent upon the timely and effective satisfaction of the Client’s 
responsibilities hereunder and timely decisions and approvals of the Client in connection with 
the Services.  Deloitte Consulting shall be entitled to rely on all decisions and approvals of the 
Client.  The Client shall be solely responsible for, among other things: (i) making all 
management decisions and performing all management functions; (ii) designating a 
competent management member to oversee the Services; (iii) evaluating the adequacy and 
results of the Services; (iv) accepting responsibility for the results of the Services; and (v) 
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establishing and maintaining internal controls, including, without limitation, monitoring ongoing 
activities. 


8. Force Majeure.  Except for the payment of money, neither party shall be liable for any 
delays or non-performance resulting from circumstances or causes beyond its reasonable 
control, including, without limitation, acts or omissions or the failure to cooperate by the other 
party (including, without limitation, entities or individuals under the other party’s control, or any 
of their respective officers, directors, employees, other personnel and agents), acts or 
omissions or the failure to cooperate by any third party, fire, epidemic or other casualty, act of 
God, strike or labor dispute, war or other violence, or any law, order or requirement of any 
governmental agency or authority. 


9. Limitation on Actions.  No action, regardless of form, relating to this engagement, 
may be brought by either party more than one year after the cause of action has accrued, 
except that an action for non-payment may be brought not later than one year following the 
date of the last payment due to the party bringing such action. 


10. Independent Contractor.  It is understood and agreed that each party is an 
independent contractor and that neither party is, nor shall be considered to be, the other’s 
agent, distributor, partner, fiduciary, joint venturer, co-owner or representative.  Neither party 
shall act or represent itself, directly or by implication, in any such capacity or in any manner 
assume or create any obligation on behalf of, or in the name of, each other. 


11. Confidentiality and Internal Use. 
a) To the extent that, in connection with this engagement, either party (each, the 
“receiving party”) comes into possession of any trade secrets or other proprietary or 
confidential information of the other (the “disclosing party”), it will not disclose such information 
to any third party without the disclosing party’s consent. The disclosing party hereby consents 
to the receiving party disclosing such information (i) to subcontractors, whether located within 
or outside of the United States, that are providing services in connection with this engagement 
and that have agreed to be bound by confidentiality obligations similar to those in this 
Paragraph 11(a), (ii) as may be required by law, regulation, judicial or administrative process, 
or in accordance with applicable professional standards or rules, or in connection with litigation 
pertaining hereto, or (iii) to the extent such information (A) shall have otherwise become 
publicly available (including, without limitation, any information filed with any governmental 
agency and available to the public) other than as the result of a disclosure in breach hereof, 
(B)  becomes available to the receiving party on a nonconfidential basis from a source other 
than the disclosing party which the receiving party believes is not prohibited from disclosing 
such information  by obligation to the disclosing party, (C) is known by the receiving party prior 
to its receipt from the disclosing party without any obligation of confidentiality with respect 
thereto, or (D) is developed by the receiving party independently of any disclosures made by 
the disclosing party to the receiving party of such information.  In satisfying its obligations 
under this Paragraph 11(a), each party shall maintain the other’s trade secrets and proprietary 
or confidential information in confidence using at least the same degree of care as it employs 
in maintaining in confidence its own trade secrets and proprietary or confidential information, 
but in no event less than a reasonable degree of care.  In addition, if Client is an attest client 
of any affiliate or related entity of Deloitte Consulting, the Client acknowledges and agrees 
that any such information that comes to the attention of Deloitte Consulting in the course of 
performing the Services may be disclosed to such affiliate or related entity of Deloitte 
Consulting in the context of its professional obligations as the independent accountants for 
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the Client.  Nothing in this Paragraph 11(a) shall alter the Client’s obligations under Paragraph 
11(b).  Notwithstanding anything to the contrary herein, the Client acknowledges that Deloitte 
Consulting, in connection with performing the Services, may develop or acquire experience, 
skills, knowledge and ideas that are retained in the unaided memory of its personnel.  The 
Client acknowledges and agrees that Deloitte Consulting may use and disclose such 
experience, skills, knowledge and ideas.  
b) The Client agrees that all Services and Deliverables shall be solely for the Client’s 
informational purposes and internal use, and are not intended to be, and should not be, used 
by any person or entity other than the Client.  Except as otherwise specifically provided in the 
Engagement Letter or as required by applicable law, the Client further agrees that such 
Services and Deliverables shall not be circulated, quoted, disclosed, or distributed to, nor shall 
reference to such Services or Deliverables be made to, any person or entity other than the 
Client. Notwithstanding the foregoing, the Client may make the reports issued by Deloitte 
Consulting hereunder with respect to the Client’s health benefits plans available to its 
independent accountants solely in connection with their audit of the Client’s financial 
statements or the financial statements of such plan, provided that the Client shall ensure that 
(i) such access does not create privity between Deloitte Consulting and such independent 
accountants and (ii) such independent accountants shall not further circulate, quote, disclose, 
distribute, or refer to, such report. 


12. Survival and Interpretation.  All Paragraphs herein relating to payment of invoices, 
deliverables, limitation on warranties, limitation on damages and indemnification, limitation on 
actions, confidentiality and internal use, survival and interpretation, assignment and 
subcontracting, non-exclusivity, non-solicitation, waiver of jury trial, and governing law shall 
survive the expiration or termination of this engagement.  In the event of any conflict, 
ambiguity, or inconsistency between these terms and the Engagement Letter, these terms 
shall govern and control. For purposes of Paragraph 6 of these terms only, “Deloitte 
Consulting” shall mean Deloitte Consulting LLP and Deloitte Consulting Product Services 
LLC, one of its subsidiaries.  The provisions of Paragraphs 6, 9, 12, 16 and 18 hereof shall 
apply to the fullest extent of the law, whether in contract, statute, tort (such as 
negligence), or otherwise, notwithstanding the failure of the essential purpose of any 
remedy.   


13. Assignment and Subcontracting.  Except as provided below, neither party may 
assign, transfer or delegate any of its rights or obligations hereunder (including, without 
limitation, interests or Claims) without the prior written consent of the other party.  Client 
hereby consents to Deloitte Consulting assigning or subcontracting any of Deloitte 
Consulting’s rights or obligations hereunder to (i) any affiliate or related entity or (ii) any entity 
that acquires all or a substantial part of the assets or business of Deloitte Consulting.  Services 
performed hereunder by Deloitte Consulting’s subcontractors shall be invoiced as 
professional fees on the same basis as Services performed by Deloitte Consulting’s 
personnel, unless otherwise agreed. 


14. Non-exclusivity.  The parties acknowledge that Deloitte Consulting shall have the 
right to (i) provide consulting or other services of any kind or nature whatsoever to any person 
or entity as Deloitte Consulting in its sole discretion deems appropriate, or (ii) use any works 
of authorship or other intellectual property that may be included in the Deliverables, to develop 
for itself, or for others, materials or processes that may be similar to those produced as a 
result of the Services.  
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15. Non-solicitation.   During the term of this engagement and for a period of one (1) year 
thereafter, each party agrees that its personnel (in their capacity as such) who had direct and 
substantive contact in the course of this engagement with personnel of the other party shall 
not, without the other party’s consent, directly or indirectly employ, solicit, engage or retain 
the services of such personnel of the other party.  In the event a party breaches this provision, 
the breaching party shall be liable to the aggrieved party for an amount equal to thirty percent 
(30%) of the annual base compensation of the relevant personnel in his/her new position. 
Although such payment shall be the aggrieved party’s exclusive means of monetary recovery 
from the breaching party for breach of this provision, the aggrieved party shall be entitled to 
seek injunctive or other equitable relief.  This provision shall not restrict the right of either party 
to solicit or recruit generally in the media.   


16. Waiver of Jury Trial.  THE PARTIES HEREBY IRREVOCABLY WAIVE, TO THE 
FULLEST EXTENT PERMITTED BY LAW, ALL RIGHTS TO TRIAL BY JURY IN ANY 
ACTION, PROCEEDING OR COUNTERCLAIM RELATING TO THIS ENGAGEMENT. 


17. Entire Agreement, Amendment and Notices.  These terms, and the Engagement 
Letter, including exhibits, constitute the entire agreement between the parties with respect to 
this engagement, supersede all other oral and written representations, understandings or 
agreements relating to this engagement, and may not be amended except by written 
agreement signed by the parties.  All notices hereunder shall be (i) in writing, (ii) delivered to 
the representatives of the parties at the addresses set forth in the Engagement Letter, unless 
changed by either party by notice to the other party, and (iii) effective upon receipt. 


18. Governing Law and Severability.  These terms, the Engagement Letter, including 
exhibits, and all matters relating to this engagement, shall be governed by, and construed in 
accordance with, the laws of the State of New York (without giving effect to the choice of law 
principles thereof).  If any provision of these terms or the Engagement Letter is found by a 
court of competent jurisdiction to be unenforceable, such provision shall not affect the other 
provisions, but such unenforceable provision shall be deemed modified to the extent 
necessary to render it enforceable, preserving to the fullest extent permissible the intent of 
the parties set forth herein. 


 
DELIVERABLE ACCEPTANCE SAMPLE LANGUAGE 
APPROVAL OF DELIVERABLES 
 


All Deliverables prepared by Deloitte Consulting will be subject to the review and approval of your 
Project Manager or his or her designee.  This review and approval will be for the purpose of 
determining compliance with requirements for the Project, but not for format or style of the Deliverable 
or for the incorporation at that time of additional ideas and functionality.  We expect that approval will 
be granted if the Deliverable conforms in all material respects to the requirements for the Project as 
defined in this RFP or our agreement and that your approval will not be unreasonably withheld. 


Our project plans and associated fees are predicated on your Project Manager (or his or her 
designee) completing his or her review of a Deliverable in not more than ____ working days after 
delivery of it to you and providing us with either approval of the Deliverable and authorization to 
proceed with the remainder of the project or a written statement identifying in detail, with reference to 
the specific requirements for the Project, all deficiencies in the Deliverable and the corrective actions 
or changes to be made by Deloitte Consulting in order to make the Deliverable conform in all material 
respects to the requirements for the Project.  Our project plans and associated fees do not 
contemplate multiple review and correction cycles so it is important that all deficiencies (if any) be 







 


 


Copyright © 2015 Deloitte Development LLC. All rights reserved. 21 
 


identified at the time of the initial review.  (So that the project may continue expeditiously, 
Deliverables requiring only minor corrections and for which corrections have been promised by 
Deloitte Consulting within specified times will be deemed approved.) 


We will then have ___ working days after receipt of your statement of deficiencies (if any) to complete 
all requested modifications to the Deliverable;  your Project Manager (or his or her designee) will then 
have ___ working days after delivery of the modified Deliverable to complete a review of the 
modifications made in response to the statement of deficiencies and notify us in writing of acceptance 
or rejection of the Deliverable. Our project plans and associated fees do not contemplate a complete 
re–review of the Deliverable, only a review to the extent necessary to validate that identified 
deficiencies have been corrected. 


We may mutually agree to extend the period of time allotted for any review or modification of a 
Deliverable and any such extension of time would extend the schedule for future Deliverables by a 
corresponding amount. 


Our project plans and associated fees are predicated on approval of a Deliverable being deemed 
given if you have not provided us with approval or a notice of deficiencies in writing for a Deliverable 
within five (5) working days of the expiration of any review period described above. 


In order that we may carry on our following phases and tasks, we must be able to rely upon the fact 
that, to the extent that any Deliverables are or have been approved by you at any stage of our work, 
those Deliverables are considered approved by you, and we may rely on that approval, for purposes 
of all subsequent stages of our work.  Upon your approval of each Deliverable, we understand that 
you agree that, in the event of a contradiction between the RFP and the approved Deliverable, the 
contradiction shall be resolved by the approved Deliverable controlling. 


CHANGE ORDER SAMPLE LANGUAGE 
If during the course of the project, you direct us (a) to add to or change features and functions of the 
Project different from those specified in the RFP, as they are described and interpreted by us in this 
Proposal, or (b) to change the approach, plans, phases and/or tasks for the project as they are 
described in this Proposal, then we expect that we will be provided equitable compensation at our 
standard rates for the increased effort (if any) and/or reimbursement of out-of-pocket expenses (if 
any) required by your changes to the extent that it is substantive, either for a particular change 
individually or in the aggregate. 


The above, and other, issues regularly arise in the course of a project which require decision by one 
or both parties and, except for minor project adjustments mutually agreed as not impacting our cost 
estimates or delivery schedule, are generally of the following types: 


• A proposed change to the requirements as specified in the RFP (as they are described and 
interpreted by us in this Proposal) or in an approved Deliverable 


• A new requirement which was not been included in the RFP. 


• A proposed change to the approach, plans, phases and/or tasks (ours or yours) for the project 
as they are described in this Proposal, including their nature and the level of effort required. 


We expect that we will mutually adopt the following procedures for tracking these types of issues 
which potentially impact the cost or schedule of the project and which therefore require resolution and 
for tracking other project issues requiring decision by either you or us. 


When such issues, hereinafter referred to as "Change Issues", are identified by either party, they will 
be recorded and tracked on an "Issues Log" which will serve as the tracking mechanism for a Change 
Issue through completion of all required decisions, approvals and actions. 


It is important that we both understand and agree that failure to promptly act on and resolve Change 
Issues may have consequences on the Project, including increases to cost and schedule.  Change 
Issue resolution is the responsibility of your Project Director or of our Project Director, or their written 
designees, as appropriate to the specific Change Issue. 
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Generally, when Change Issues are identified in advance of any impact, our mutual consideration of 
the Issue shall result in one of the following dispositions: 


• A decision to proceed to implement the change and to change the scope of work in our 
agreement accordingly; or 


• A decision to defer implementation of the change; or 


• A decision not to proceed to implement the change. 


The disposition of the Change Issue will be documented in the Change Log maintained by Deloitte 
Consulting. 


If any approved Project change results in an increase or decrease in the our level of effort or elapsed 
time required for the performance of any part of the work, an adjustment will be made in our fees and 
expenses or the project schedule, or both, and our agreement will be modified in writing accordingly: 


• For any change which does not affect our level of effort, period of performance, payments, or any term 
or condition in our agreement, the Change Issue resolution will be documented in a project 
memorandum signed by your Project Director or designee and our Project Director or designee. 


• For any change which affects our level of effort, period of performance, payments, or any term and 
condition included in our agreement, a negotiated amendment of the agreement will be prepared for 
approval and execution by you and Deloitte Consulting. 


 
  


This document must be submitted in Tab V of vendor’s technical proposal 
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Section 3: Scope of Work 
3.5 Vendor Questions & Requirements 
3.5.1 Company Experience 


3.5.1.1 Is your firm affiliated with any claims administrator, insurance carrier or agent/broker firm?  
If so, please explain in detail. 


Deloitte Consulting LLP (Deloitte Consulting) is not affiliated with any claims 
administration, insurance carrier or agent/broker firm. Deloitte & Touche LLP does 
perform financial attestation services (independent audit) to the following 
companies: 


Firm Parent Company 


HealthSCOPE Benefits, Inc. ABRY Partners VII L.P. 


Towers Watson Towers Watson 


Diversified Dental Services Principal Financial Group, Inc. 


Aon Hewitt Aon Plc 


Health Plan of Nevada UnitedHealth Group, Inc. 


 
The above companies are clients of Deloitte & Touche LLP but not Deloitte 
Consulting.  Deloitte Consulting is not involved in the services provided by Deloitte 
& Touche LLP.  


3.5.1.2 To your knowledge, have any written complaints been filed with the Commissioner of 
Insurance of any state in the proceeding five years regarding your firm’s consulting and/or 
actuarial services?  If so, please explain. 


To our knowledge, our benefits and actuarial businesses have not been involved in 
any litigation naming Deloitte Consulting as a defendant, nor are we aware of any 
written complaints to any Commissioner of Insurance.   


Deloitte & Touche LLP, like all other major accounting firms, has been named as a 
defendant in a number of civil lawsuits, most of which are premised on allegations 
that financial statements issued by clients and reported on by us were incorrect.  
Based on our historical experience with these cases and our investigations of the 
factual circumstances that have given rise to litigation against Deloitte & Touche 
LLP, we believe that these lawsuits can fairly be characterized as incidental to the 
practice of the accounting profession. We believe that such litigation will not have a 
significant effect on our firm and that it will not affect our ability to serve the State in 
connection with this proposed engagement.  
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3.5.1.3 Define your organization’s role and the process of monitoring and advising similar plans on 
federal and state mandates and legislation which would impact the benefit plan. 


Deloitte Consulting is well qualified to monitor and advise the PEBP on state and 
federal legislation across a wide number of topics.  Since our firm advises clients on 
tax and accounting issues in addition to benefits and actuarial matters, the State can 
expect that we will be actively aware of Federal legislation which impacts group 
programs.  In addition, as we support multiple states, we are well positioned to 
identify and quantify the impact of proposed changes and respond to legislative 
initiatives.  


We provide a range of actuarial and consultative assistance to State governments; 
from developing State government healthcare strategies to assessing the impact of 
legislative bills and preparing responses.  Our consultants also work with health 
insurance carriers, both through direct consulting, and on behalf of our clients.  Our 
knowledge and experience allows us to understand the potential impact of 
legislative changes across the spectrum of constituencies, with the special 
emphasis on the ultimate impact to the PEBP programs.   


Beyond our ability to understand the impact of legislative changes, we have the 
ability to assess the financial impact and communicate the assumptions and results 
in an effective, timely and credible manner. Deloitte Consulting actuaries have the 
ability to effectively communicate detailed and summarized cost projection results to 
a variety of audiences. Many of our actuaries are nationally recognized experts in 
their fields and speak regularly at Society of Actuary meetings and other 
professional functions.  Our actuaries also have experience in providing expert 
testimony at legal proceedings, as well. 


In service to our public sector and state government clients, members of the team 
have testified to Legislative Task Force Committees, State Senate Subcommittees, 
and as subject matter experts in various legal and arbitration hearings.  The team we 
have proposed currently provides fiscal notes and legislative advice to various 
clients, including the State of Minnesota and the University of California. 


As the State of Minnesota’s current consultant and actuary, we regularly make 
detailed presentations to Joint Labor Management Committees and supply 
information to them in support of fiscal notes and other responses to legislative 
initiatives.   


For the University of California, we provide monthly health care reform updates, 
including the passage of new legislation, the issuance of proposed and final 
regulations, and FAQs and other updates from the Department of Labor, the 
Department of Health and Human Services, and the IRS. As part of our update, we 
facilitate a monthly meeting with key personnel from six different departments. 


We also provide a biweekly California legislation update while the legislature is in 
session. All of our updates include our analysis of the implications for the University 
and its plans. 


Finally, it is our practice to update clients about current developments in accounting, 
reporting, actuarial science, and tax matters through the distribution of firm-
prepared information releases covering industry-specific topics. 


As one of the largest professional services firms in the world, we recognize our 
responsibility to provide up-to-date information and leading edge solutions to our 
clients. Our knowledge of emerging trends, including legislation, is one of our core 
services.  Deloitte Consulting approaches conducting research from two distinct 
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perspectives: future insight and current/historical. Key research capabilities are 
described below:   


Research Capabilities and Service Specialists 
Beyond the skills and knowledge of the client service team, our research capabilities 
and legal skills may be used to meet the PEBP’s legal and compliance needs. These 
capabilities include: 


Deloitte Research 
We recognize the dynamic changes taking place in the marketplace and developed 
Deloitte Research to help our clients resolve their most complicated issues. This 
group was established as a cutting edge thought leadership group that provides 
ongoing research and insight into industry-specific issues facing organizations 
today. Our research identifies and analyzes market forces and major strategic, 
organizational and technical issues that are changing the dynamics of business, 
providing insight into new and evolving changes. 


Deloitte Research is comprised of consulting practitioners and dedicated research 
professionals, industry experience and academic rigor. Deloitte Research focuses 
on several industries, including health care and public sector, which would be of 
interest to the State. The information from Deloitte Research will be beneficial to the 
State’s long-term strategy and future initiatives. 


Washington Service Center 
Our Washington Rewards Policy Center of Excellence (the Center) is staffed by a 
group of Deloitte LLP specialists and monitors legal and regulatory developments. 
The Center disseminates its findings to the professionals of Deloitte LLP and, 
ultimately, to our clients via Washington Bulletin, an indispensable source of 
regulatory information that is distributed weekly by email. 


The Center is in constant contact with officials at the IRS, DOL, PBGC, and 
congressional legislative committee staffs for direct access to the most qualified and 
authoritative opinions available regarding our clients’ questions. Members of the 
Washington Rewards Policy Center of Excellence have provided written and oral 
testimony to Treasury with respect to proposed regulations and to Congress with 
respect to proposed legislation. 


Deloitte Consulting is also a member of both the American Benefits Council (ABC) 
and the ERISA Industry Committee (ERIC). These two prominent associations 
represent the benefits and compensation concerns of employers before both the 
Congress and the agencies. Members of Washington Rewards Policy Center of 
Excellence are active and influential in both ABC and ERIC, participating on 
committees and task forces, and they also monitor significant litigation that could 
affect our clients. From an accounting and reporting perspective, actuaries from our 
Deloitte Consulting practice frequently attend FASB public meetings, and they are 
active with the American Academy of Actuaries’ Pension Accounting Committee, 
which provides input to both FASB and IASB. Further, as part of a Big Four 
accounting organization, our actuaries are routinely involved in discussions with 
Deloitte & Touche audit teams to assess the latest accounting and reporting issues 
and emerging FASB and SEC guidance. 


Local offices also monitor state and regional developments, in order to alert our 
clients on issues that we suspect may specifically affect their programs and 
practices.  
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Robert Davis, JD, has been assigned as a subject matter specialist for the State.  
Robert is located in our Washington D.C. Service Center, and has a staff of several 
other attorneys specializing in employer-sponsored health and pension plans.  
Robert and his staff will be responsible for providing relevant legal and regulatory 
updates to your team, as well as providing deep experience on legal and compliance 
related issues.  Robert tracks and analyzes federal and state legislation relating to 
employee benefits, such as the Affordable Care Act (ACA). Robert prepares the 
Washington Bulletin. 


Dan Coyle is a designated compliance specialist within the Employer Health practice 
and regularly conducts original research into federal and state laws, regulation, and 
guidance to determine how it may impact our clients. 


In addition to Robert, Dan, and the Center, Deloitte Consulting and our clients have 
access to employee benefits tax professionals.  


3.5.1.4 Please describe your organization’s experience in utilization management, quality 
assessment and clinical evaluation of provider performance. 


Deloitte Consulting has extensive experience evaluating the utilization and quality of 
health care service delivery at the provider and plan level.  Our service capabilities 
fall into two major categories: 


• Analysis Capabilities 


• Performance Assessment 


Analysis Capabilities 
On behalf of numerous employers, Deloitte Consulting’s analytics team has analyzed 
claims data to understand the underlying trends that are driving health care costs by 
developing population health profiles and assessments of provider performance to 
identify opportunities to improve care management and cost-efficiency.   


In performing these analyses, we utilize extensive analytical tools and capabilities 
which include the MarketScan commercial database, risk adjustment software 
(DxCG), and our own proprietary analytical algorithms to evaluate utilization 
patterns, identify population segments with care issues and assess provider 
performance by specialty using customized claims-based measurement algorithms. 


State of Minnesota 
An example of our capabilities used for a State client includes the design, 
development, and implementation of the Minnesota Advantage Health Plan care 
purchasing model. In teaming on this groundbreaking approach, we worked closely 
with the State of Minnesota to:  


• Design a consumer-driven health care plan that uses benefit differentials rather 
than premiums to direct participants to utilize the most cost-effective provider 
groups 


• Provider groups were assigned to the appropriate benefit level based upon their 
risk-adjusted health care costs 


• The plan initially used three benefit levels and then moved to four benefit levels 
two years later to further encourage movement to cost effective providers 


• Develop an innovative care system or provider group approach to accessing 
health care. This was a strategic departure from the existing approach or any 
similar strategies and was specifically designed to meet the needs of a statewide 
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workforce. For example, provider groups were “split off” or separated from their 
larger affiliated care system in order to provide necessary access to care 
without assigning the entire provider group to a more favorable benefit level 


• Work closely with three health plan administrators to effectively implement this 
new model and plan design. In addition, we worked to see these administrators 
were operating consistently with respect to all aspects of administration 


• Specific disease management programs were implemented where a return on 
investment (ROI) could be guaranteed. Deloitte Consulting assisted in 
negotiations of ROI provisions where the plan administrators put a portion of 
their fees at risk if certain ROI guarantees were not met 


• Deloitte Consulting set the self-funded premiums for the Minnesota Advantage 
Plan 


Public State University System 
With most of the client’s employees enrolled in HMOs, the rate of cost escalation 
accelerated due in part to provider consolidation in key geographical regions, 
leaving some health care providers with significant leverage in their rate setting 
negotiations with the HMOs. A wide variance in provider cost created an invisible 
subsidy by those employees choosing low-cost providers to those choosing high-
cost providers.  The client sought a way to improve its costs and rate of increase 
without reducing the level of benefits or financial protection afforded its employees. 


• Deloitte engaged the client and its HMO to pursue a customized narrow provider 
network plan. 


• To maximize financial value and employee choice, Deloitte advised the 
continuation of the full network HMO alongside the narrow network plan, and 
developed the financial reconciliation model that allowed the client to avoid 
potential overpayments based on unknown enrollment patterns (i.e., adverse 
selection). 


• Deloitte collaborated with the client to establish the position of its academic 
medical centers within the narrow network plan offering in a way that recognized 
the multiple distinct value propositions for the institution. 


Result 
• The narrow network HMO attracted the highest enrollment and enabled a large 


share of members to lower their costs while keeping their existing plan and 
physician relationships. 


• The client reset its first-year costs more than $50 million below the status quo 
scenario. 


• Targeted provider groups provided rate concessions specifically for the client in 
order to obtain preferred provider status in the narrow network plan. 


• The client and HMO co-presented this innovative solution at the 2012 National 
Business Group on Health conference. 


An additional example of provider performance analyses we have performed: 


• Deloitte Consulting developed a detailed, claims-based criteria set for a 
northeastern health plan to support the development of its provider profiling and 
pay-for-performance initiative.  Over 200 specific criteria sets were developed 
covering 34 specialty categories including primary care specialties and clinical 
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specialties such as, cardiology, obstetrics/gynecology, orthopedics, surgery, 
allergy/immunology and endocrinology.  In developing these criteria, our 
clinicians developed the specific measures as well as researched available 
supporting resources from specialty societies and other clinical references. 


Performance Assessment 
Deloitte Consulting routinely evaluates the performance of care management and 
medical management programs.  For medical management program reviews, we 
evaluate the health plan’s utilization and case management processes to assess 
both the efficiency and effectiveness as well as their alignment with the plan 
sponsor’s requirements and needs.  Our approach includes evaluating pre-
authorization, concurrent review, case management, and demand management.  


We leverage or understanding of the unique demographic and clinical profiles of the 
employer to determine whether the health plan’s utilization management program is 
focused on the areas with greatest potential impact on both quality and cost. 


The plan’s practices and procedures in these programs also are compared to 
common industry practices.  A sample of records is reviewed to determine whether 
policies and procedures are followed in practice. Because we work with health plans 
and specialty vendors in the design, development and implementation of these 
programs, we are uniquely qualified to evaluate existing utilization management 
programs on behalf of employers. 


Our quality review examines the following functional areas of a health plan: 
preventive health, disease management, case management, provider credentialing, 
formal quality assurance programs, member services, and appeals.   


In addition, Deloitte Consulting has conducted assessments of care management 
vendor program performance to benchmark participation rates in disease 
management programs by patient intensity (low, medium, high), validate return-on-
investment calculations and assess care manager performance. 


3.5.1.5 Please describe your organization’s experience with developing multiple option, point-of-
service, network and non-network plans.  Explain your ability to model and project the cost 
impact of multiple proposed plan design changes.  


Deloitte Consulting has extensive experience in the development of multiple option, 
point-of-service, network and non-network plans.  Most of our clients offer more than 
one plan option to their employees and most offer point of service plan or a PPO or 
both.   


Deloitte Consulting’s actuarial pricing model, our proprietary health care normative 
database, and the experience and judgment applied by our actuarial practitioners in 
its use allows us to model and project the cost impact of proposed plan design 
changes. 


• Our proprietary pricing model provides the basis for assessing the financial and 
other impacts of changes in levels of managed care (e.g., PPO, POS, HMO), 
variances in plan coverage provisions and changes in network design and 
incentives. Other impacts may include enrollment shifts among plans, changes 
in network use and demographic changes.   


• The pricing model is structured to capture the interaction among utilization 
rates, cost per unit of service, cost-sharing provisions and other factors for a 
customized list of service types.  
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• The level of detail can be customized according to the data available and the 
scope of the effort.  The pricing model’s flexibility allows us to customize a 
baseline pricing model for each situation, using benchmark data where needed 
and actual data where available. 


Two examples of our experience in analyzing and pricing benefit changes are 
provided below. 


State of Minnesota 
The following describes our experience in the development of a tiered network 
program which incorporates plan design differentials by cost level or tier in addition 
to many other innovative approaches. 


Deloitte has supported numerous clients using innovative concepts, shaping new 
ideas and implementing a different way to do business in the health care market. 
One particular example that has gained national recognition is our work with the 
State of Minnesota Management & Budget and the Advantage Plan. It was awarded 
the 2004 Minnesota Innovation award and continues to be a successful model today. 


Custom Tiered Network Approach 


Our proposed client service team has extensive experience designing, implementing 
and assisting in the administration of custom tiered networks. The following is a 
high level description of the Advantage Health Plan that Deloitte has been 
instrumental in the development and administration of for the State of Minnesota. 


The State of Minnesota recognized the need for a new health care delivery model. 
With the assistance of Deloitte, the Advantage plan was designed, developed, and 
implemented for the 2002 plan year and has undergone several transformations over 
the years. The Advantage plan involves the use of risk-adjustment and cost-sharing 
provisions to steer employees into more cost-efficient providers. This unique 
approach required the development of complex modeling and data analysis tools 
and has received significant attention from the health care community at large. 
Subsequent to implementation, the Advantage plan has proven to be a major 
success for the State in many respects: 


• Transitioned multiple funding arrangements to one consistent, self-funded 
arrangement 


• Led education and communication efforts to labor/management committees and 
providers 


• Introduced new cost-sharing provisions 


• Aligned administrator and provider goals regarding cost efficiency 


• Produced significant fee schedule reductions from several large providers 


• Reduced overall annual cost increases 


• Lowered administrative fee increases 


The Scope and Deliverables of this ongoing work include: 


• Benefits Expense and Rating Projections for self-insured medical and dental 
plans 


• Network Analysis and Reporting including risk adjustment of provider groups 


• Data Warehousing aggregating data from multiple administrators and pharmacy 
benefits manager (PBM) 
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Innovative Aspects of the Advantage Health Plan: 


• Innovative care system or provider group approach to accessing health care — a 
strategic departure from existing or similar strategies in order to meet the needs 
of a statewide workforce  


• Incorporates a program design that uses benefit differentials rather than 
premiums to provide steerage and direct participants to use the most cost-
effective provider groups 


• The program is designed to assign providers to cost levels based on risk-
adjusted cost results to encourage and reward efficient care delivery and 
member choice 


• To increase access and reduce costs to the State, MMB allows providers to 
negotiate fee schedule discounts to achieve more advantageous cost level 
placement 


• The State, with the support of the unions, has control (working with plan 
administrators) over tier level and network composition 


• ACOs and other risk sharing arrangements with providers have been 
incorporated into the Advantage Plan in recent years 


Public State University System 
We have prepared estimates of overall plan cost savings for a variety of plan 
provision changes for several plan types and populations.  In addition to numerous 
other underwriting/actuarial analyses, we frequently request health plans to estimate 
the financial/rate effect of specific plan design changes.  In our experience with the 
University, this included a variety of plan types, including HMO, CDHP, point-of-
service and PPO plans.  In preparation for final renewal negotiations, Deloitte 
Consulting regularly reviews the estimates and the underlying cost development 
provided by the health plans; we often develop independent estimates using our 
actuarial pricing model and informed by our analysis of the University’s claims and 
encounter data to facilitate detailed discussions with the health plans to support the 
negotiations. 


3.5.1.6 Who is the entity that your organization refers to for advice about the tax-related issues of 
benefit plans? 


Deloitte Consulting’s Washington, D.C. Service Center is comprised of consultants 
specializing in emerging federal legislation and technical subjects.  The Center is 
responsible for the dissemination of information to consulting practitioners.  Your 
consulting team will be responsible for sharing updates such as our weekly 
newsletter, The Washington Bulletin.  In addition, employee benefits tax 
professionals are available from Deloitte Tax LLP to assist our clients in developing 
methods to manage employment tax liability exposure and create employment tax 
compliance efficiencies. By collaborating with tax, our Human Capital team can align 
these solutions with your health care strategy, both to avoid conflicts and to help 
take advantage of opportunities within those areas. We are here to help with the 
biggest and most complex planning, analysis, systems implementation, and audit 
issues. 


Our Employment Tax services include, but are not limited to: 


• Merger, acquisition, restructuring and consolidation services 


• Interest- and penalty-free adjustments 


• Tax reporting and compliance 
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As needed, the State of Nevada may work directly with the D.C. Service Center to 
obtain an assessment of the benefit and administrative impact of new health benefit 
offerings, and resulting tax implications.  In addition, our D.C. Service along with our 
client service team will be available to assist the State in addressing its compliance 
issues and needs although it should be understood that Deloitte Consulting is not a 
legal firm and cannot provide legal advice. 


3.5.2 Actuarial Services 
3.5.2.1 Detail your organization’s process for reviewing claim history and setting rates.  This should 


include, but not be limited to: 


A. Determination of plan specific assumptions to be used; 
B. Review process with client and timing of such review(s); 
C. Internal quality control processes; and 
D. Turn-around times. 


Because of Deloitte Consulting’s experience and resources, we are highly qualified 
to perform the review of claims history and rate setting for the self -funded plans.  
Deloitte Consulting is able to draw upon a variety of actuarial experts, underwriting 
experts, and analysis tools to develop appropriate rate projections for their employer 
clients.   


Deloitte Consulting develops rates for self-funded employers, insurers, and HMOs. 
Rate development is done for various products, including group individual, 
community, Medicare and Medicaid.  In developing these rates, we draw upon our 
experience in working with health care claims, calculating IBNR, dealing with 
regulatory agencies, and projecting expected claims costs. 


A. The first step is to review the overall process with the State so that we develop 
rates for all self-insured plans consistent with your goals, timing, objectives, and 
policies.  Consistent with this framework, we anticipate developing several rate 
scenarios to demonstrate the sensitivity of results based the variability of key 
assumptions.  For example, there could be a rate scenario with a “high” and 
“low” trend rate. The rates developed will be for total costs of the plan as 
opposed to costs net of employee contributions, subsidies, etc. 


Working with the State, we will develop “best estimate” full-cost accrual rates 
for the upcoming plan year.  This will begin with confirming all sources of costs 
to be covered by the rates, whether claim costs, external administration costs or 
any internal costs.  Once approved, these rates will represent the expected cost 
for the upcoming plan year.  
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Additional rates may need to be 
developed in support of these best 
estimate rates. For example, if the State 
wishes to draw down an existing 
surplus, rates net of this drawdown of 
surplus would be calculated. Deloitte 
Consulting will make all necessary 
adjustments at the direction of the State. 


B. Review by the client is incorporated into 
the initial steps of the rate setting 
process. We envision beginning the 
discussion with PEBP so that our 
assumptions are consistent with your 
goals and objectives. 
 


C. The Deloitte Consulting team’s quality control processes remain the same 
throughout the life of the project to guarantee that our process, turn-around 
times, and quality met the needs of the PEBP. Regardless of project phase, the 
core principles of the methodology are constant. 


We believe our quality and peer review process is market leading. To enable us 
to provide very high quality services, we have established a rigorous quality 
assurance program, with four key components: 


• Professional standards review — We abide by all professional actuarial 
standards established by the U.S. and global actuarial associations. All work 
products and deliverables receive a professional standards review that 
complies with Deloitte Consulting’s strict quality standards. Our actuarial 
services include three levels of review in which each stage of actuarial 
results development goes through an initial check, a final review, and then a 
comprehensive peer review before results are released to the State.  


• Commitment to training and specialization — The most critical aspect of 
quality control is professionals who possess a high level of technical 
competency and who fully understand their professional responsibilities. 
Our practitioners benefit from an outstanding professional education 
program which includes annual continuing education opportunities for all 
principals, directors and staff. Our practitioners also are expected to 
successfully complete certification programs such as Certified Employee 
Benefit Specialist (CEBS) and Fellow of the Society of Actuaries (FSA), as 
well as required actuarial continuing education requirements. 


• Practice reviews — On a triennial basis, our Office of Chief Actuary (OCA) 
conducts rigorous reviews of every Deloitte Consulting office to confirm 
each client team maintains compliance with internal quality control 
procedures. Our performance reviews heavily reflect the results of these 
reviews. 


• Client service standards — Service standards are used to monitor and 
evaluate the service quality provided to each client. These standards 
embody our belief in setting measurable client service objectives, and then 
asking our clients how well these objectives are achieved and exceeded. 
Each professional’s annual evaluation is based on client service quality. 


Deloitte Consulting will 
implement a Quality 
Management Plan improving 
deliverable quality throughout 
the Project 


• Proven deliverables review 
processes 


• Quality Assurance and 
Control throughout Quality 
reviews by Deloitte and 
client QA resources 
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Quality Assurance Plan 
Our team develops a quality assurance plan with a detailed project work plan that 
provides an inventory of logically sequenced tasks for each QA activity and 
checkpoint. In addition, interdependencies, resource requirements, and target 
completion dates are identified for each task. Our quality assurance plan includes 
identification of and compliance with deadlines and milestones. The methodologies 
employed for issue/problem tracking and resolution and risk mitigation are vital 
components of the quality assurance plan. 


 


Together, these tools provide the means to monitor, evaluate, provide 
recommendations, and report on project status, progress, problems and exceptions. 


Deliverables Review 
We use a practice of iterative reviews where reviewers participate in walkthroughs of 
deliverables prior to formal submission which uncovers issues early in the process 
and expedites the review. During the review process, deliverables are reviewed 
based on pre-determined acceptance criteria. This enables us to quickly determine 
defects, risks and provide feedback for changes. It also acts as a basis for being 
able to track their resolution.  


D. Turnaround times. Our rate setting process is built around your timeline. We 
envision that the PEBP will be involved in the rate setting process from the 
initial strategy meeting through the final rate document. Turnaround time for 
PEBP requests depends on the complexity of the request. Simple questions will 
be answered by the next business day. Questions requiring research or changes 
to analyses or projections may require more time, but we will keep you informed 
about when we expect to get back to you. 


Step 1


Establish deliverable format, 
timing, and acceptance criteria


Step 1


Establish deliverable format, 
timing, and acceptance criteria


Step 2


Participate in reviews of drafts


Step 2


Participate in reviews of drafts


Step 3


Participate in formal walkthrough 
of submitted deliverable


Step 3


Participate in formal walkthrough 
of submitted deliverable


Step 4


Review deliverable based on 
acceptance  criteria


Step 4


Review deliverable based on 
acceptance  criteria


Step 5


Provide feedback on defects, 
changes, risks


Step 5


Provide feedback on defects, 
changes, risks


Step 6


Track resolution of defects, 
changes, risks


Step 6


Track resolution of defects, 
changes, risks


Best practice — jointly establish and 
document acceptance criteria early
Best practice — jointly establish and 
document acceptance criteria early


Best practice — Reviewing drafts 
reduces surprises and potential 
issues during the final review


Best practice — Reviewing drafts 
reduces surprises and potential 
issues during the final review


Best practice — Provide a 
walkthrough of the deliverable 
acceptance criteria with all reviewers 
prior to commencing the review


Best practice — Provide a 
walkthrough of the deliverable 
acceptance criteria with all reviewers 
prior to commencing the review


• Defects are errors that must be 
corrected by the contractor


• Changes are new requirements 
that are identified as a result of the 
review


• Risks are potential errors that are 
mitigated using the project’s risk 
mitigation process


• Defects are errors that must be 
corrected by the contractor


• Changes are new requirements 
that are identified as a result of the 
review


• Risks are potential errors that are 
mitigated using the project’s risk 
mitigation process
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3.5.2.2 The ability to monitor the health plan is crucial.  Explain the operational and financial data 
utilized to perform this function and your organization’s monitoring procedures and 
capabilities.  Provide your predicted trends vs. actual trends for at least three specific, but 
unidentified clients for the last five (5) years. 


The delivery of an effective health care program by plan sponsors relies upon 
continuous monitoring of plan vendor performance.  Our approach to plan 
performance monitoring is typically customized to the client’s needs and complexity 
and draws upon the expertise of the client service to provide industry insight into 
performance.  


Deloitte Consulting has extensive experience working with summarized plan vendor 
data, collecting and analyzing detailed claims data from plans or extracting it from 
data warehouses such as Truven, Verisk, or carrier on-line tools.  In our experience, 
most clients have a mixture of these sources.  Our first priority in developing a 
monitoring plan with the State will be to review historical reports, identify areas for 
additional reporting based on strategic needs or gaps identified by our review and 
then developing a reporting framework that defines the specific content, timing and 
method for delivery of information to the State.  Below, we summarize a typical 
model for the types of information we have helped clients incorporate into their 
health care performance monitoring program. 
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Content Area Representative Measures Reporting Frequency 


Financial • Aggregate cost and PEPMs/PMPMs by 
population segment (Actives-State, Actives-
Non-State, etc.) 


• Aggregate and PEPM/PMPM Cost by service 
category – medical, pharmacy, dental 


• Large claimant report 
• Claims triangles to support IBNR calculations 
• Gross Cost to Net Paid analysis (includes 


discount performance, coordination of 
benefit and other savings categories) 


Typical frequency is monthly 
to quarterly depending upon 
data availability 


Demographic • Subscriber counts by population segment 
• Coverage tier analysis 
• Membership by age/sex cohort 
• Population segmentation view (no/low 


utilizers, acute episodic, chronics, 
catastrophic) 


Typical frequency is monthly 
to quarterly for basic 
demographic measures; 
population segmentation view 
is typically performed 
annually 


Utilization/Service 
Cost 


• Admissions per 1,000, Days per 1,000, 
Average Length of Stay (ALOS) by population 
group and category (medical, surgical, 
maternity, etc.) 


• Cost per admit, cost per day by category 
• Ambulatory surgeries per 1,000, high cost 


diagnostic scans per 1,000, emergency room 
visits per 1,000 


• Office visits per member by specialty 
category 


• Prescription utilization by formulary tier 
(generic, preferred brand, non-preferred 
brand) and category (retail, mail order), 
specialty pharmacy 


• Network utilization by provider category 


Typical frequency is quarterly, 
semi-annually or annually 
(with more detailed analyses) 


Clinical • Top procedures by setting 
• Top diagnoses by setting 
• Chronic disease prevalence (cost and 


membership view) 
• Selected clinical quality measures (HEDIS) 
• Disease management participation rates 
• Health risk analysis (retrospective and 


prospective utilizing available reporting from 
data warehousing or plan vendor) 


Typically performed annually 
although some of top 
procedure/diagnosis reporting 
can be done more frequently 


Administrative • Claims Processing Quality measures such as 
financial accuracy, payment accuracy, coding 
accuracy 


• Claims processing timeliness measures 
• Customer service performance (average 


speed to answer, abandon rate, first call 
resolution rate) 


• Satisfaction measures (member satisfaction, 
provider satisfaction) 


 


Monthly administrative 
performance data are typically 
provided although sometimes 
reviewed quarterly and 
performance penalties 
assessed annually; 
satisfaction data are typically 
captured and reported 
annually 


 


Provide your predicted trends vs. actual trends for at least three specific, but 
unidentified clients for the last five years. 


Trend analysis takes historical information and uses it appropriately to estimate 
future costs. It is composed of client-specific utilization and unit cost experience, 
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national trend experience, and expected future conditions. Typically judgment 
determines what elements are used and the priority of each. Trend analysis is a 
component of many of our projects from estimating the most recent months incurred 
claims estimates for IBNR calculations to setting premium rates and projecting 
future performance. 


Deloitte Consulting assists many health plans and employers in reviewing and 
setting trends.  We also have the industry knowledge to compare your health plan 
trends to regional and national norms. 


Deloitte Consulting will evaluate historical trend factors through incurred claim data 
analysis and other available information from PEBP’s carriers. This process requires 
us to classify claims information using an actuarial cost model and estimates of 
unpaid claims liabilities. Based on credible experience, we review the three-month, 
six-month, and twelve-month moving average claims cost amounts to observe 
recent claim trends through our actuarial cost model; we analyze medical service 
utilization rates and service unit costs on a service category basis over two or more 
experience periods to recognize the different trends that may emerge under various 
service categories. Of course, the level of detail by service category is dependent on 
the quality and completeness of the data.  


We evaluate trend based upon two components: the change in the use of medical 
services (utilization trend) and the change in the unit cost of medical services (unit 
cost trend).  


Similarly, we develop future trend assumptions on a service category basis. We use 
the information compiled in our historical trend assumption evaluation above, as 
well as Deloitte Consulting’s industry knowledge to estimate utilization trend. We 
also evaluate future changes in provider reimbursement, as known by PEBP’s claims 
payer, as well as changes in the intensity of medical services delivered, to develop 
unit cost trend assumptions on a service category basis. 


In addition, we find it valuable to take into account recommended trends in use by 
the health plan administrator. This is important where the vendor is responsible for 
provider negotiations and contracting. It is particularly critical to take into account 
the impact or projected changes in reimbursements and practice patterns when 
setting trend. Following are three examples of predicted and actual trends over the 
last five years: 


Client 1: A large state government with self-insured medical and 
prescription drug coverage. 
For this client, we base our premium projection on trends supplied by the plan 
administrators and reviewed by Deloitte Consulting.  Although we review the plan 
supplied trends for consistency with the historical program results and negotiate 
trend adjustments where appropriate, the trends used for the premium projections 
are not developed explicitly by Deloitte Consulting:   


Year Premium Trend Actual Claims Trend 
2010 0% 5.6% 
2011 0% 2.7% 
2012 0% 3.9% 
2013 12.5% 0.2% 
2014 4.6% 3.7% 


Aggregate Change 3.3% 3.2% 
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Client 2: A large state government with fully insured HMO product. 
Our participation in the negotiation process has helped to keep final increases low 
compared to the initial proposal. 


Year Premium Trend Actual Claims Trend 
2010  9.2% 7.7%  
2011  9.2%  6.2% 
2012  9.2%  3.5% 
2013  7.8%  5.1% 
2014  7.6%  3.5% 


Aggregate Change 8.6% 5.2% 
 


Client 3: A large public university system with a self-funded Medicare 
plan. 
For this client, we develop trends based on information supplied by the plan 
administrator and our industry knowledge.   


Year Premium Trend Actual Claims Trend 
2009 12.7% 5.6% 
2010 12.3% 4.0% 
2011 8.7% 3.9% 
2012 8.3% -0.3% 
2013 1.8% -0.6% 


Aggregate Change 8.7% 2.5% 


3.5.2.3 Detail your organization’s process for developing GASB 43/45 valuations.  This should 
include, but not be limited to: 


A. Determination of plan specific assumptions to be used; 
B. Review process with client and timing of such review(s); 
C. Internal quality control processes; 
D. Turn-around times; and 
E. Explain any differences between developing full certified valuations vs. 


updated valuations and the criteria used to determine which effort is required. 


Deloitte Consulting has provided GASB 43/45 valuations for five states and dozens 
of other large public sector entities.  We have found that the approach outlined 
below to be very successful in delivering these services.  In addition, we are piloting 
GASB 74/75 valuations for one large entity that is considering early implementation. 
We will be able to leverage these experiences to serve the PEBP when the State is 
required to implement the new accounting standards. 


Planning Meeting 
Our initial step will be to conduct a planning meeting with the PEBP to discuss the 
post-employment benefit programs.  The goal of the meeting will be to confirm 
project scope, clarify objectives, and develop a specific timeline.  As a result of that 
discussion a detailed work plan will be developed to use throughout the key dates of 
the project. We will also identify key stakeholders who may have influence over the 
project. 


Data collection 
We will send a request detailing the three types of date that we need to collect: 
census data, experience data, and plan data. 
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The census data consists of age, service, sex, status, and medical coverage data for 
each employee/retiree that is receiving or could receive Other Post-Employment 
Benefits (OPEB).  We check the data for internal consistency, and ask questions 
surrounding any inconsistencies that might arise.  This data will need to be 
submitted electronically. 


The experience data consists of HRA balances, premium rates, paid claims, 
enrollment, claim runout, and other data related to the cost of retiree health and 
welfare plans.  This data would be requested for three to five years of historical 
information, if available. 


The plan data consists of the plan documents, enrollment materials, retiree 
contributions, eligibility for retirement, and other plan data. 


Data collection is often the most time consuming portion of the entire valuation 
process.  As we receive census data information, we will begin the reconciliation 
process and discuss issues as they arise.  Based on our past history with entities of 
your size, we expect the data collection process to take between four and eight 
weeks to complete.  The length of time to complete the process is generally 
dependent on the soundness of the data and the availability of the PEBP to research 
issues. 


Selection of Actuarial Methods and Assumptions 
A. There are many assumptions that are necessary for valuing OPEB liability.  The 


process below outlines the steps we take when developing assumptions and 
methods for an initial actuarial valuation or to test the methods and assumptions 
currently in place, as is the case for PEBP. 


The demographic assumptions such as rate of retirement, disability, and 
mortality can generally be matched to the appropriate retirement system (LRS, 
PERS, etc.) associated with the participants.  These retirement systems have 
accumulated many years of experience on demographic changes for Nevada 
public employees and generally complete periodic experience studies to set 
assumptions. 


Economic assumptions such as salary scale, payroll growth, and inflation can 
also be matched to the retirement systems; however, the discount rate will be 
based on plan specific factors.  We will work with the PEBP to understand the 
investment policy for the assets that are expected to be used to pay plan 
benefits.  We will then apply a “building block” approach to determine a range of 
reasonable rates that we would expect the assets to return over the long-term.  
This range would be used to select the appropriate discount rate.  Since the plan 
is currently only nominally funded, we will use appropriate bond indices to 
determine the discount rate once GASB 74/75 is implemented.  We will also 
discuss the effects that funding the benefits could have on the discount rate 
selection under either standard. 


The final set of assumptions is associated with the OPEB benefits.  We will work 
with the PEBP to review claims costs and premiums to determine the 
appropriate expectation of age-graded claims.  We will also recommend 
appropriate medical trend assumptions based on the plan design and external 
factors.  


There are also two key actuarial methods that have to be determined.  The 
actuarial funding method and the amortization method.  While these methods 
can be selected by the PEBP under GASB 43/45, specific methods are mandated 
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under GASB 74/75.  We will assist the PEBP with the transition from the current 
actuarial funding method of Projected Unit Credit to the mandated method of 
Entry Age Normal – Level Percent of Pay. 


The initial recommendation of all actuarial assumptions will be selected with the 
assistance of the PEBP staff.  We will then present the recommendations to key 
stakeholders from the PEBP to make the final selection of methods and 
assumptions to be used in the valuation.  During this meeting, we will also 
discuss the effect that each of the assumptions has on the liability and annual 
costs to help the PEBP make an informed decision. 


As we receive the necessary data, we will work on determining the appropriate 
assumptions and methods for the plan.  While some of this work can be done 
concurrently with the data reconciliation, all of the data is generally necessary to 
finalize our recommendations.  We expect the assumption setting process to 
take two weeks to complete once the data has been finalized. 


Actuarial Valuations 
Once all data has been received and assumptions have been set, we will value the 
liabilities and produce the requested reports.  The results will include, but not be 
limited to, the following: 


• Actuarial Present Value of Projected Benefits, Actuarial Accrued Liability, 
Normal Cost, Annual Required Contribution, Annual OPEB Cost, Net OPEB 
Obligation, and Plan Participation Statistics 


• Split of actuarial accrued liability and normal costs between the explicit OPEB 
liability and implicit rate subsidy, where applicable 


• Other computations required by GASB 43/45 


• Projected benefit payments 


• A summary of plan provisions valued 


• A listing of material assumptions 


The programming of the plan provisions, which is necessary to complete the 
actuarial valuation, will be performed simultaneously with the data collection and 
assumption setting.  Once those items are finalized, the draft valuation report will be 
available within four to eight weeks depending on the complexity of the reporting 
breakout necessary. 


The reporting will change once GASB 74/75 is implemented; the subsequent reports 
will include the necessary information for disclosure under those standards.  In the 
first year of the new standard, we will also include also provide transition 
information to reconcile the change in accounting requirements.   


B. Review Process with Client 
After the initial draft valuation has been completed, we will provide the results to 
the PEBP for discussion.  We will conduct a meeting to discuss the results of 
the valuation in detail with key stakeholders.  If appropriate, we will also prepare 
the calculation of results under various assumptions, methods, or funding 
scenarios.  Changes to the report will be made subsequent to the meeting and a 
final valuation will be prepared.  We expect this final step in the process to take 
less than two weeks. 
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C. Internal Quality Review Process 
Deloitte Consulting is committed to quality, a shared value fundamental to 
achieving our mission: To help our clients and people excel. To that end, we 
have established client service standards and quality control policies and 
procedures designed and implemented to ensure that we meet or exceed our 
own performance standards and those of our profession. In addition to the 
reviews provided by each member of the engagement team, a separate 
qualified actuary will be assigned the peer review role and will have the 
responsibility of quality assurance of the actuarial valuation.  


Peer review, during a client project and before any report, letter, or document 
containing recommendations or financial data is delivered, is a professional 
mandate and an integral part of our approach to consulting. Every third year, as 
part of our self-regulatory program, we engage another firm to evaluate our 
quality control system for accounting and auditing services and to assess our 
overall adherence to that system and to the quality control standards of the 
profession and the firm. 


D. Turnaround Times 
The time required for us to respond to PEBP’s questions and changes depends 
on the complexity of the question or change. Simple questions will be 
answered by the next business day. Questions requiring research or changes 
to analyses or projections may require more time, but we will keep you 
informed of our progress and work with you establish a reasonable turnaround 
time. 


E. Full Certified Valuations vs. Updated Valuations 
GASB 43 and 45 require that actuarial valuations be completed at least 
biannually for plans of your size.  We expect that we will only need to complete 
the full certified actuarial valuation every other year and that an interim valuation 
can be completed in the off years without updating data.  The interim valuation 
will basically consist of updating the required GASB disclosures based on 
actual claims paid, medical benefit design changes, actual medical trend, 
premium increases, and the performance of the assets, if applicable. 


Once GASB 74/75 is implemented, two changes will need to occur.  First, the 
results of the full valuation will have to be rolled forward to year end using 
benefits paid and using a discount rate based on the bond index at fiscal year-
end.  Second, the interim valuation will need to provide a separate roll-forward 
based on the additional year of benefit payments and the updated bond index 
rate at the subsequent fiscal year-end.   


If there are any major changes in an interim year such as an OPEB plan design 
change, major demographic change, or a decision to fund benefits differently 
than past practice, a full certified actuarial valuation may need to be completed 
in that year.  The decision to perform a full certified actuarial valuation will be 
jointly made between Deloitte Consulting and the key stakeholders of the PEBP 
after a discussion of the significance of any changes that occurred during the 
year. 


3.5.2.4 NRS 287.043 and NRS 287.025 provide for non-state entities to apply for participation in 
the PEBP program.  This requires an actuarial analysis of the entity’s claims history in 
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comparison to standard rates assessed by PEBP to non-state participants.  Detail your 
organization’s process for completing this work as assigned. 


Deloitte Consulting has supported the underwriting and financial management of the 
Minnesota non-state programs for many years, and has been pleased to report that 
the program is in good financial standing with adequate reserves.  


For the State of Minnesota Public Employee Insurance Program (PEIP), the level of 
activities required to support PEIP in the area of rate need analysis fall into five 
categories: 


• Participating group renewal underwriting 


• New business group underwriting 


• School Pool underwriting 


• Development and maintenance of the small group rating program 


• Financial review and monitoring of plan results 


Participating group renewal underwriting  
Using a streamlined modeling process, we perform group underwriting monthly for 
participating groups renewing under the PEIP program. The process begins with the 
PEIP specific data warehouse that includes detailed claims and enrollment 
information for plans in the program and each of the plan designs. Each month, this 
information is retrieved and analyzed for enrollment and claim trends as well as high 
case claimants for each renewal group. With PEIP, we have developed an 
underwriting methodology and model that takes into account the past two to three 
years of the group’s experience. The renewal model allows us to efficiently develop 
separate renewal rates for each group, while also reviewing and monitoring the 
status of the program at an aggregate level. Using this process, we develop a 
renewal rate recommendation to be reviewed with PEIP management and Innovo. 
The underwriting process takes into consideration past experience, pool trends, new 
business rates if the group were treated as a new group receiving a quote, expenses 
and vendor competition. In most cases, small group renewals are a function of both 
the group and pool experience. As the program has grown and two large pool 
groups were formed, we are shifting towards PEIP-wide rate analysis to mitigate the 
need for large rate increases at the group level. 


For groups with greater than 50 participants, our renewal underwriting places more 
emphasis on the group’s own experience using a renewal model very similar to our 
new business quote model. Deloitte will continue to use the renewal process 
described above, with past experience and total PEIP plan experience driving the 
recommended rates.  


Once the renewal rates are finalized for the month, we communicate the final renewal 
numbers to PEIP management for approval, and then deliver the supporting 
documentation and rate files to Innovo.  


New business group underwriting  
For prospective new business group underwriting, we have developed steps to 
gather the appropriate historical claims data in cooperation with Innovo. If a 
prospective group has less than 50 eligible employees, Innovo collects medical 
underwriting forms on every eligible person and Deloitte reviews those forms to 
determine a medical debit score. We have developed a specialized pricing model for 
PEIP based upon the MMB population and current PEIP administrative costs and 
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trends. The base rate in the model is based on historical PEIP experience and is then 
adjusted using the group’s medical debit score and other demographic assumptions 
to determine a final rating for the new business proposal prepared by Innovo. 


For large groups (greater than 50 employees), we analyze the experience data 
provided through a Request for Proposal and any data collected by Innovo to 
determine the underwriting premium needed. We have a standardized data request 
form which Innovo and our team utilize to review whether the data collected will 
meet minimum standards to develop a quote. Once appropriate data is captured, we 
use the group specific experience and develop rates for the quote experience period 
with adjustments. The rates incorporate adjustments that are based on PEIP data 
and the healthcare market. Some of the adjustments include: 


• IBNR adjustment to account for various claim experience and payout periods 


• Claim trend based on market trends and PEIP specific trends 


• Utilization adjustment to account for utilization difference by plan designs 


• Benefit plan adjustments to convert groups experience from their current plan 
design to the three Advantage plans offered by PEIP 


• High claims adjustment to remove claim amounts exceeding the PEIP stop loss 
level 


The new business underwriting is performed in our updated pricing and 
underwriting tools which allow us to quickly analyze the premium needs on an 
annual basis. These models allow us to apply various credibility weightings to the 
provided claims and enrollment data to analyze various scenarios in determining the 
final premium. These modeling tools have allowed us to streamline our underwriting 
process and produce new business quotes under short turnaround times. Our 
premium recommendation is reviewed with PEIP management for final approval. 
Lastly, we communicate pertinent information to Innovo using a standardized new 
business quote summary template for final proposal preparation. 


School Pool Underwriting 
Deloitte has recently developed two new renewal and new business pool rating 
models. These models were developed to accommodate the two large “school 
pools” which have recently joined PEIP. The new business models allow us to 
quickly produce new business quotes and develop banded rates for over 100 school 
districts. We have leveraged this model in two different new business quoting 
scenarios in which we have produced competitive rates to allow approximately 40 
new schools to enter PEIP since July 2009. Once in PEIP, we have leveraged the pool 
renewal underwriting model to incorporate the enrollment and claims experience 
from our data warehouse and projected administrative costs to develop renewal 
rates for each school pool. We have developed this tool to allow us to model various 
renewal rating strategies with PEIP management and Innovo such as applying rate 
increases by rate tier, estimating the impact of removing a rate tier, and shifting 
groups to other tiers.  


Development and Maintenance of the Automated Small Group Rating 
Program 
Deloitte has developed an automated small group rating program for PEIP that takes 
actual group demographics and risk profiles to set appropriate rates. We review 
annually the entire PEIP pool to assess and modify the rating factors to be used in 
the small group rating program. We leverage our PEIP data warehouse to update the 
underlying factors of the rating program. These factors include per member per 
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month (PMPM) costs, demographic adjustments, trend adjustments, benefit plan 
design, and vendor network analysis. This information is used to update the Deloitte 
automated rating program for preparation of new business proposals. We also 
review any necessary programming changes needed to keep the calculation current 
on an annual basis. 


Financial Review and Monitoring of Plan Results 
For the financial review process, we utilize a predictive underwriting model that 
examines the entire PEIP program experience on a group-by-group basis in order to 
forecast future plan results. This forecast is typically developed each year based on 
the most up-to-date fiscal years. In addition, we leverage financial reports produced 
by Innovo to develop monthly financial snapshots to monitor the performance of 
PEIP. This report includes a graphical view of the claims and enrollment changes 
over the past 12 months, high claims over $100,000, and is summarized in aggregate 
as well as for each of the school pools within PEIP. 


The financial review and monthly monitoring reports have allowed us actively review 
PEIP plan strategy, identify adverse trends or groups with declining experience, and 
reasonableness of the current PEIP underwriting administrative and cost 
assumptions. 


We suggest that the plan modeling continue to be performed on a regular basis to 
utilize the known results of the past fiscal years and help with pricing strategy and 
underwriting decisions for upcoming quotes and renewals. This information is 
critical to closely monitor the financial stability of the program as it continues to 
grow in size. Also, in conjunction with this review, we have continuous discussions 
with PEIP management to discuss monthly renewals, new group quotes, and the 
financial status of the program. These discussions help us determine if the resulting 
plan experience is tracking with our goals, or if further corrective action is 
necessary. Corrective actions could include trend adjustments, expense allocation 
or further stop-loss insurance investigation.  


3.5.2.5 Is your organization’s actuarial model capable of manipulating large data management files 
to assist in performing detailed analysis for a variety of analytical purposes?  Provide a 
detailed list of the types of studies that can be performed with your actuarial model. 


Deloitte Consulting has extensive experience in handling membership and claims 
data and turning it into useable information.  We have the data analysis experts, self-
constructed tools, and appropriate hardware and software to allow us to request, 
receive, process, and analyze many types of data from multiple sources.  More 
importantly, we are aware of both the appropriate uses and limitations of claims 
data, and are able to determine the best way, if any, to derive appropriate information 
from that data. 


An example of our ability to manipulate large files and perform analyses would be for 
the State of Minnesota, we are using the Minnesota Management and Budget (MMB) 
data warehouse to analyze claims and membership data in support of the Risk 
Management initiative.  The data warehouse was constructed by gathering claims 
data from the three health plan administrators, cleansing the data, and collapsing 
and reconfiguring the data into final action claims.  The data warehouse includes 
additional data fields that allow us to better understand utilization and the health-
status indicators of the State membership.  We are also able to efficiently assess the 
quality of the data submissions, and quickly report back to the plan administrators 
any errors that we discover. We have also worked alongside MMB to identify 
additional information needed from the plan administrators to allow us to perform 
more extensive reviews of current programs and new initiatives in the Risk 
Management arena. We will continue to use the data warehouse and make 
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appropriate modifications to its structure to meet the needs of the Risk Management 
initiative. 


Our experience in analyzing and handling data will allow us to efficiently integrate 
and add data from other sources into the information we are currently producing.  


In dealing with health care data, there are confidentiality concerns that must be 
properly addressed.  Our past experience has given us a strong background in 
issues related to data confidentiality and shaped the way we are currently handling 
the claims data and the information that we report to MMB.  Furthermore, our HIPAA 
compliance specialists are available to assist MMB in determining and assessing 
any concerns related to the implementation of the privacy requirements.   


In the past, we have produced several reports showing the results of the various 
Health Solutions related analyses.  These reports were designed jointly in order to 
meet the specific needs of the Health Solutions team of MMB.  Additionally, the 
reports were designed to be easily replicated under different member and time 
criteria, allowing for both efficient updating of information and apples-to-apples 
comparisons of different segments of the population.     


Our knowledge of and experience in analyzing health care data will allow us to meet 
your future analysis and reporting needs.  Whether this involves the development of 
statistical tools (i.e., regression-based predictive models) or different types of 
research (i.e., benchmark comparisons), Deloitte Consulting is able to draw upon a 
variety of resources and specialists to perform any type of analysis necessary.  More 
importantly, we are also able to help you assess the usefulness and appropriateness 
of proposed analyses.  Deloitte Consulting is extremely flexible in our reporting 
capabilities. Our industry leading data analytics team is limited only by the data 
supplied by administrators. 


3.5.2.6 Provide a detailed description of your claim lag reporting 
process to include your recommendations. 


For claim lag reporting we use Deloitte Consulting’s 
proprietary Incurred-but-not-reported (IBNR) model for 
calculating the liability of employers and health carriers 
including commercial, Medicaid, and Medicare providers. 
This is used for both traditional claims and managed care 
encounters. Our model uses the completion factor development method of 
calculating these liabilities, and allows the results to be varied for trends as well as 
manually adjusted for irregular payment or utilization patterns. These estimates are 
used for completing data sets so that accurate cost projections can be obtained. We 
also calculate the amounts outstanding for GAAP and statutory reporting. In 
addition, we help plans revise their reserve setting process and methodology. 
Because of our relationship with an accounting firm, we provide audit support and 
reserve estimates for hundreds of health plans and employers every year. 


We typically request claim lag data from the third party administrator (TPA) on a 
monthly or quarterly basis.  Typically, this can be delivered within 20 to 30 days after 
the end of a month.  We first check to see if there is any abnormal patterns in the 
claim lag and discuss any observations with the TPA.  Using the claim lag data and 
membership provided by PEBP, we use our model to estimate the unpaid claims 
liability for the most recent month as well as recast reserves for the prior months.  
We also use the claim lag data to develop projected claims experience and compare 
this to budgeted accruals for the current plan year. 


Deloitte Consulting 
provides audit support 
and certifies reserve 
levels for over 90 
health plans and 
employers. 
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Based on the above analysis, we will provide PEBP with a monthly or quarterly 
report showing the emerging unpaid claim liability as well as the emerging incurred 
claim rate and incurred loss ratio.  This information will be used to show the impact 
of experience on the plans net assets.  Included with this financial analysis will be 
any recommendations we believe PEPB needs to consider in order to maintain the 
financial soundness and viability of the plan.  


3.5.2.7 Please explain how you calculate recommended reserve levels for “rate stabilization” and 
incurred but not reported losses. 


It is generally accepted and sound financial practice for most employers with self-
insured benefit programs to establish reserves to provide additional protection 
against potential or unforeseen claims and or expenses that may exceed the amount 
of revenue collected to cover overall plan costs. The actual fund reserve levels 
should also depend on the State’s overall tolerance for risk and the continued 
benefit plan experience and performance. 


For most employers, reserves for self-insured medical, prescription drug, and/or 
dental programs fall into the following three categories: 


• Reserve for Unpaid Claims 


• Reserve for Unpaid Retention Costs 


• Contingency Reserve for Claims Fluctuation 


An efficient and thorough analysis of contingency reserves requires the appropriate 
actuarial professionals. We have several actuaries that have specific experience in 
reviewing health plan and employer reserves. Our team will attempt to identify 
significant issues and trends. We will monitor the results of the reserves and provide 
communication as requested by the State. As part of this process, we will present 
the State with comments relating to reserve adequacy, comparative statistics and 
industry benchmarks, and observations regarding emerging trends that may affect 
the program. We will allow for timely discussion of complex issues and careful 
consideration of alternative resolutions. The reserve review will determine whether 
the organization’s recorded reserves fall within a range of reasonable estimates.  


Deloitte has developed recommended reserve policies specifically for public sector 
employer clients. These policies have been very effective in permitting public 
entities to protect the contingency reserves from being raided by legislatures, 
boards, and union actions.  Reserves that accrue above the recommended and 
adopted contingency reserve levels are available to be used as "premium 
stabilization" reserves.  


3.5.2.8 Please provide a brief summary of confidence interval and how group size and primary 
versus secondary payer status affects recommended reserve levels and the relationship to 
confidence intervals. 


A confidence interval provides an estimated range of values which is likely to 
include an unknown population parameter. The estimated range is calculated from a 
given set of data. If independent samples are taken repeatedly from the same 
population, and a confidence interval calculated for each sample, then a certain 
percentage of the intervals will include the unknown population parameter. 
Confidence intervals are usually calculated so that this percentage is 95 percent, but 
any percentage can be used. The width of the confidence interval provides some 
indication of the level of uncertainty about the estimate of the unknown parameter. A 
very wide interval may indicate that more data should be collected before definitive 
statements about the parameter can be made. 
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When coordinating benefits, the health plan that pays benefits first on a claim for 
medical care is known as the primary payer.  Likewise, when coordinating benefits, 
the health plan that pays benefits only after the primary payer has paid its full 
benefits is known as the secondary payer.  When involved in a primary payer 
relationship, the recommended reserve levels should be significantly higher due to 
the potential for full benefits needing to be paid.    


The size of the group will also have an effect on recommended reserve levels.  With 
a large group, there are more members for the risk to be spread over and thus, the 
effect of one catastrophic claim will be small on the overall claim liabilities and 
hence a narrow confidence interval is reasonable and justifiable.  Conversely, in a 
small group, one catastrophic claim can have a large impact on the claim liabilities 
(as there are fewer members to spread the risk over) and thus, the recommended 
reserve levels should be more conservative and this supports a wider confidence 
interval due to the possibly of adverse deviation. 


The type of liability being reviewed also impacts the reasonableness of the width of 
the confidence interval.  Low frequency and high dollar amount claims (medical) 
typically have a wider confidence interval while high frequency and low dollar 
amount claims (such as dental and prescription drug) typically have a narrower 
confidence interval. 


3.5.2.9 Can your organization provide PEBP with reporting and direction regarding the Cadillac 
Tax, scheduled to become effective in 2018? 


One of our core competencies is deep expertise in health care reform, which include 
provisions related to the upcoming High-Value Plan Tax (also known as the Cadillac 
Tax).  As noted above, we have teams of professionals who are responsible for 
keeping up to date with legislative changes.  We publish a weekly newsletter 
(Washington Bulletin, described in Question 3.5.1.3) that is an indispensable source 
of regulatory information.  As potential changes in health care reform and 
specifically, the High-Value Plan Tax are known, we will be able to keep the PEBP 
apprised of such changes in a timely manner.  


In addition, our actuaries have experience in helping clients understand and prepare 
for when the High-Value Plan Tax becomes effective in 2018 (assuming the 
government does not change the effective date).  For example, with the University of 
California, we provided analysis to project when the tax would be effective based on 
their current plan offerings and costs.  This analysis helps the University in its long-
term planning. 


We note that just in the past few weeks, the Senate has just approved by a 90-10 
margin an amendment to the budget reconciliation bill that would repeal the High-
Value Plan Tax. If the House approves the Senate bill it will go to the President, who 
is expected to veto it. There does not appear to be enough votes in the House or 
Senate to override the President’s veto. It is possible, however, that an agreement 
may be reached that delays the effective date of the tax. 


3.5.3 Consultative Services 
3.5.3.1 Does your organization structure provide for a specialized group of consultants familiar with 


governmental plans such as PEBP? If so, why? If not, why not? 


Deloitte recognizes the value of having expertise and experience serving clients in 
specific industries and sectors. Our firm has a group of benefit professionals that 
specialize in public sector employer clients.  The members of the proposal client 
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service team for PEBP are all part of a public sector 
team that have worked together on multiple clients. 


Although as a practice, one of our core 
competencies is providing consulting services to 
state governments on all aspects of their health and 
welfare benefit programs.  We serve all industry 
segments, including large public and private sector employers, hospitals, 
physicians, regulatory agencies, managed care organizations, and insurance 
companies.  Our familiarity with all facets of health care delivery provides our clients 
with unique insight into the pressures and challenges facing payers and providers.  
Because we consult to payers and providers, we understand health plan and 
insurance operations as well as the underlying cost drivers and utilization — a 
distinct advantage for our clients purchasing health and welfare benefits consulting 
services.  Our firm industry programs include public sector which is primarily 
focused on serving federal and state clients.  In addition to practicing as Employer 
Health practitioners focused on assisting clients with delivering high quality benefit 
programs, many of these practitioners serve as industry majors or minors focused 
on the public sector space. 


We provide actuarial and health plan consulting services to many large public sector 
and state government entities. Patrick Pechacek currently leads the team supporting 
the State of Minnesota. We provide the services sought by the State of Nevada on a 
daily basis to prestigious government and state clients.  A representative listing of 
clients served by the team proposed to support the State of Nevada: 


• State of North Dakota  2010 to present  25,000 Employees 


• State of Iowa   2001 to present  35,000 Employees 


• State of Minnesota    1981 to present  50,000 Employees 


• University of California  1989 to present  120,000 Employees
  


3.5.3.2 How do you coordinate the work of actuaries vs. consultants that would be assigned to 
PEBP? 


It is the role of the lead client service director and/or the client service manager to 
ensure all team staff are coordinated in their service to each client but it should be 
understood that our consultants and actuaries routinely work together on many of 
our public sector and health care clients and they are all part of the same practice 
area.  For example, our benefit consultants and health actuaries have served the 
State of Minnesota, University of California, State of Iowa, and several other public 
and private sector clients. Deloitte Consulting has extensive experience in providing 
actuarial support for health benefits programs.  Our approach is to bring the best 
team, with benefit consultants, actuarial consultants, and other professionals as 
necessary to ensure that all relevant issues are considered and addressed when 
developing actuarial and financial projections and interpreting operational results.  
Actuarial support is provided in analysis of rate proposals, rate development, health, 
dental and pharmacy benefit manager plan negotiations, risk sharing assessments, 
and modeling the potential impact of implementing new health care strategies or 
employer contribution approaches.   


PEBP would have a 
specialized group of 
consultants that work 
on governmental plans 
such as PEBP 
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3.5.3.3 Define your organization’s expertise in the development, production, and distribution of 
participant communications.  Please provide samples of previously prepared 
communications. 


While our Employer Health practice includes individual who specialize in the design, 
writing, editing, and production of such materials, we understand that such services 
are not specifically being requested by the State and they are therefore not included 
within the scope of services and pricing associated with this proposal. 


If requested by the PEBP or PEBP staff to develop such communication pieces, our 
Communications team will partner with PEBP and its staff to develop and design 
communication processes and programs that are strategic, creative and technically 
solid.  Our communications practitioners have deep expertise on health benefits 
such as plan design and medical management program operations.  Additionally, 
they have developed a wide variety of employee communication materials, from 
benefit booklets to custom member surveys to mission statements.   


There are many “nuts & bolts” communications that are regularly produced, and for 
which simple speed and accuracy are the major expectations.  Others require 
rethinking and updating of the purpose, message, medium and content.  The internet 
has created many new opportunities for benefit communications.  We can 
professionally manage all types of communications in a way that meets your needs. 
This includes all of the services identified in our request for proposal: 


• Design and produce the annual enrollment communications material 


• Design and produce the ongoing enrollment materials 


• Work with the PEBP’s TPA in the design of employee personal enrollment 
worksheets and employee confirmation statements 


• Work with the PEBP’s TPA in the design of the PEBP website 


• Assist PEBP staff in special projects (benefits summary, family status change 
posters, information cards, etc.) throughout the year 


• Participate in open enrollment planning and debrief meetings 


• Provide assistance, technically and creatively, in the on-going development and 
preparation of various employee communication materials 


• Develop and/or assist in developing and evaluating employee needs and 
satisfaction surveys 


• Review and comment on internal communications 


The State of Nevada may wish to break from established communication vehicles, 
messages and media from time to time.  The following outline describes a typical 
Deloitte Consulting approach to managing a strategic communications initiative for 
an employer client. 


Step One: Strategic Planning 
Communications, just like other aspects of benefit management, most effectively 
begins with strategy.  We typically recommend a half-day strategic planning meeting 
with your team.  During this meeting, we will gather more information about the 
PEBP in general, specific programs, changes that might be taking place, and other 
relevant issues that may affect the project. At this time, we will identify 
communications objectives.  
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Step Two: Develop Creative Identity, Communications Strategy and 
Workplan 
Develop Creative Identity 
We will identify ideas and themes that will ultimately evolve into the PEBP’s overall 
benefits identity, which will be woven throughout subsequent communications. The 
identity may consist of a logo, slogan or an overall look to benefits pieces. This 
benefits identity will help retirees recognize specific information relating to their 
benefit programs.  


Craft Communications Strategy 
Based on what we learn during our meetings with the PEBP, we will decide what 
communications tools should be developed, and determine the time frame for 
distribution.  It is important to consider the various audiences we wish to address in 
this stage, as different audiences need to receive different messages and thus may 
need different communication materials. 


Develop Communications Workplan 
In developing the strategy, we will also create a workplan that will outline the steps 
needed to develop, produce and deliver the materials.  It will also include a text 
outline of each communication tool and a step-by-step project timeline for all 
deliverables.  After we create the workplan, we can begin implementing the proposed 
approach. 


Step Three: Implement Approach 
Throughout the implementation of our approach, we will work with you to develop 
the best possible solution to deliver quality materials and services that meet your 
timelines, budgets and resources. 


With the benefits materials, we will launch the new graphic and thematic identity to 
all participants and their families. These materials may include, but not necessarily 
be limited to a benefits guide and supporting materials, such as enrollment 
worksheets, cost sheets, enrollment forms, and other tools. 


Upon receiving the benefits guide and supporting materials, your members will have 
all the necessary information about their benefit choices and costs in order to make 
sound, educated decisions about their benefits. 


The guide will provide comprehensive details about all the benefit plans offered, how 
the benefits program works, changes in benefit plans from the past year and an at-a-
glance comparison chart of options for easy reference. 


In addition, the benefits guide will position key messages as determined by our 
initial planning meetings with your team. For example, if you want to emphasize the 
value of your benefits, the benefits guide and related materials can serve not only as 
educational tools but also as ways to “sell” the value of the benefit programs to 
members.  


Samples 
We would be pleased to share with you some samples of our award-winning benefits 
communication work in the oral presentation phase of the proposal bidding process.  
As you can understand, the communications that we have developed for clients are 
proprietary to those organizations, so we are unable to distribute them to third 
parties. 
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3.5.3.4 Employee benefit plans require continual monitoring.  Provide your organization’s “plan of 
action” and a detailed list of services you would provide and would categorize as routine. 


Our core services to be provided focuses upon the financial aspects of monitoring 
your plans.  As claims cost rise, the rate development for the local government 
employees plans needs to be accurate and reflect the best thinking regarding the 
risk adjustment and underwriting practices for group health plans.  Deloitte 
Consulting works closely with many large public and private sector employers to 
tackle these challenges.  Our process includes eight (8) steps after collection of the 
necessary claims and enrollment data.   


Step 1: Strategic Planning 
Strategic solutions have to work at both a conceptual and a detail level.  For 
engagements such as that requested by the State, our work pivots around an annual 
strategic planning process.  This process brings together current plan performance 
data, evaluation of industry and market trends, risks and opportunities, employer 
goals, and employee commitment and concerns.  For clients of the PEBP’s size, we 
highly recommend securing and utilizing custom claim and utilization data from your 
health plans, which we would then use to create detailed analyses that better surface 
your key care management issues and cost management challenges.  In 
collaboration with the PEBP, we would identify the issues and opportunities 
presented by the analysis of the data in the Truven data warehouse and how they 
channel into the ongoing processes of renewal management, vendor selection and 
oversight, pricing and contributions, and special initiatives such as consumer-driven 
care and population health management.  Tools such as Truven can also provide 
insight in how the overall risk mix of the population is changing using their 
retrospective and prospective risk adjustment reporting capabilities.  Such 
information can be incorporated into the planning cycle to better anticipate potential 
challenges before adverse experience materializes.   


Step 2: Retention/Reserves Analysis 
At least annually, Deloitte Consulting will estimate retention/reserve levels for the 
State of Nevada’s self-insured PPO, dental, and pharmacy plans.  Our actuaries have 
many firm resources available to assist in their analysis, including our Deloitte 
Consulting Actuarial Cost Model and proprietary system for estimating Incurred But 
Not Reported (IBNR) claims.  These estimates of unpaid claim liabilities are used for 
calculating incurred claims. 


Step 3: Trend Analysis 
We routinely evaluate historical trend analyses using incurred claim data.  To do 
this, we use our cost model and estimates of unpaid claims liabilities.  We evaluate 
trend based on both utilization trend and unit cost trend.  Based on credible 
experience, we review the three-month, six month, and twelve month moving 
average claims cost amounts to observe recent claim trends.  In addition, we take 
into account recommended trends in use by the health plan administrator.  This is 
important where the vendor is involved in negotiations and provider contracting for 
the coming year.  This phase of rate development is a routine part of our services to 
our public sector clients including the State of Minnesota and the University of 
California. 


Step 4: Claims Cost Projections 
Deloitte Consulting has extensive experience in the development and review of 
claims projections.  Our actuaries and underwriters develop cost projections for 
both public and private sector employees.  We have provided claims cost 
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projections for active employees, retirees, care systems, providers, as well as 
insurance companies. 


As we have a large amount of experience and data on the public sector, in addition 
to experience based claims cost projections, we can use demographic or risk 
adjusted data to benchmark like organizations.  This allows your organization to 
understand potential areas for savings and have great comfort in your claims 
projections. 


Step 5: Premium Development 
Deloitte Consulting routinely establishes annual premium rates for all types of self-
insured health plans using a combination of plan-specific historical experience, 
applicable industry-wide benchmarks and appropriate assumptions.  Premium rates 
are usually determined based on the credibility of the group’s experience.  Under 
this methodology, the group’s expected experience is calculated as a weighted 
average of its actual and expected experience.   


An important step in this process is establishing and understanding the purpose of 
the rates and the objectives of the sponsor.  Specifically, in a multiple-option 
environment, where adverse selection will naturally operate, rates are set to 
anticipate the adverse selection based on knowledge of all plans offered and any 
election shift that occurs because of plan design or contribution changes. 


Development of the premium rate also usually requires a margin for risk and 
accumulation of premium fluctuation reserves.  These margins are intended to help 
fund the cost of any group that terminates while in a deficit position and to smooth 
out minor random deviations in the plan’s experience.    


In addition to direct rate setting, some clients ask us to support their renewal 
negotiations by facilitating and reviewing the development of premiums by the 
health plans.  This includes structuring the request so that the projections can be 
reviewed easily and to ensure reliable and understandable results.  In addition, we 
frequently develop independent estimates of future rates to support our discussion 
with the health plan. 


Premium development also includes an annual review of premium rate-tier 
multipliers.  We have assisted employers and health plans with setting rate factors to 
meet the need for actuarial equivalence.  Varying the rate factors can have a direct 
effect on an individual employee’s plan selection.   


Step 6: Contribution Setting/Risk Adjustment 
As part of the annual underwriting and rating process, we will assist the State of 
Nevada in contribution modeling utilizing parameters given to us by PEBP.  We have 
assisted many employers with the development of their contribution strategy, 
ranging from defined contribution to risk adjustment. One purpose of risk 
adjustment is to mitigate the adverse selection that naturally operates in a multiple-
choice environment. Deloitte Consulting has recently implemented a risk adjustment 
approach that incorporates a chronic disease component. We have implemented a 
blended approach using both chronic disease and demographics for several large 
clients.  Several risk adjustment mechanisms that are typically considered during 
the initial phase of such projects include age/sex, Ambulatory Cost Groups (ACGs), 
Diagnostic Cost Groups (DCGs), Principal Inpatient Diagnostic Cost Group 
(PIPDCG), and all these methods with/without the pooling of large claims.  The 
pooling of large claims is an important risk adjustment strategy that helps stabilize 
the rate adjustments for smaller groups.   
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Step 7: Impact of Benefit Changes (as appropriate) 
Since Deloitte Consulting consults with purchasers, providers and health plans, our 
actuarial staff has extensive experience in evaluating proposed benefit changes in a 
variety of health care environments.  At the heart of any plan design evaluation is the 
Deloitte Consulting actuarial pricing model. 


Our proprietary pricing model provides the basis for assessing the financial and 
other impacts of changes in levels of managed care (e.g., PPO, POS, HMO), 
variances in plan coverage provisions and changes in network design and 
incentives.  Other impacts may include enrollment shifts among plans, changes in 
network use and demographic changes. 


The pricing model is structured to capture the interaction among utilization rates, 
cost per unit of service, cost-sharing provisions and other factors for a customized 
list of service types.  The level of detail can be customized according to the data 
available and the scope of the effort.  The pricing model’s flexibility allows us to 
customize a baseline pricing model for each situation, using benchmark data where 
needed and actual data where available. 


Included within this process, is the modeling of any pricing impact of any pending or 
passed legislation that will affect the State of Nevada benefit plans.   


Step 8: Report 
After all pertinent information has been collected and evaluated; Deloitte Consulting 
will prepare a report of our findings in a format agreed to by the State of Nevada.  We 
understand that at this point PEBP and other stakeholders will review our report and 
will formulate their decisions.   


The report will include a description of our methodology, a rate proposal for each 
rating group identified and all the relevant work papers used in our analysis.  The 
report will also incorporate the comments from PEBP’s team of reviewers.  Deloitte 
Consulting is available to discuss our findings, methodology and process to the 
Department and all pertinent stakeholders. 


In addition to the underwriting and rating services described above, our proposal 
specifically includes the following as routine support services:  


• Development of unpaid claim liabilities, incurred claims, and loss ratios on a 
monthly basis  


• Periodic (monthly or quarterly) updates on actual to expected (or budgeted) 
experience.  This information will allow the PEBP to identify broad categories of 
variances (e.g., changes in covered lives, trend, utilization)  


• Updates on emerging legislation and impacts of new legislation  


• Review of summary plan descriptions   


• Review and analysis of up to nine (9) applications per year (or other mutually 
agreeable limit) for coverage by non-State entities as described  


• Assistance with vendor selections 


• Attendance at PEBP meetings 


• Represent PEBP at legislative sessions, board meetings, focus groups, and 
public forums per year as requested by PEBP   
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3.5.3.5 Describe what you would consider your consultative role in assisting PEBP with plan 
design change options. 


To develop an effective Employer Health strategy for your employees, and make 
meaningful plan design changes, we must first understand the current Employer 
Health philosophy, historical benefits strategy and the State of Nevada’s goals for 
the future.   An exhaustive review of your Health Care strategy will analyze health 
care cost experience for members and employers.  Before making suggestions we 
will: 


• Review current environment – what is the current plan design, cost, employee 
satisfaction rates, and the competitive landscape 


• Establish a high level financial baseline for all relevant programs using existing 
summary data 


• Develop independent cost estimates using Deloitte's actuarial pricing model 


• Confirm and support the State of Nevada’s business strategy and guiding 
principles 


• Consider options beyond benefits changes (e.g. consumer driven health care 
initiatives, utilization metrics, disease management and wellness).   


Design changes will need to consider available wellness, prevention and disease 
management initiatives including the levels of participation and/or use of these 
programs by plan participants.  Our experience has been that plan sponsors have 
made significant investments in such programs but they remain significantly under-
utilized which impacts their ability to improve quality, promote good health practices 
and mitigate cost trends. 


3.5.3.6 Define the benefit challenges you would address with PEBP in long range planning. 


The State and the PEBP face many of the same challenges our other State clients 
face. 


Deloitte Consulting will draw on our top resources — specialists in the public sector 
industry and across our firm — to deliver timely solutions and bring unmatched 
insight and creativity to the challenges you face.  Our goal is to continue in our role 
as a trusted business advisor, capable of helping you solve your most pressing 
organizational issues.  In his role as the Lead Client Service Director, Pat Pechacek 
is responsible for understanding PEBP’s culture, strategy, and objectives in order to 
bring the best and most relevant ideas and resources from the multi-disciplined 
Deloitte Consulting organization — in the manner desired by PEBP.  We are 
committed to: 


• Bringing PEBP the best thought leaders of the Deloitte member firms 


• Identifying and sharing best practices 


• Directly involving senior practitioners and specialists 


• Aligning our service with your strategic direction, goals, and objectives 


• Enhancing knowledge transfer and building PEBP’s capabilities 


• Delivering seamless service with distinction 


Members on this client service team work together on a day-to-day basis and have 
worked collaboratively with state clients for several years.  This knowledge of each 
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other and the public sector, combined with shared technology and processes, will 
bring you consistent service, foster ongoing identification of value-driven ideas and 
program strategies, and facilitate knowledge sharing and transfer. 


In our opinion, some benefit challenges requiring long range planning include: 


• Managing population dynamics 


• Controlling rising health care costs, including medical and pharmacy spend 


• Staying up-to-date on Health Care reform provisions (e.g., High-Value plan tax, 
definition of full-time employee) 


• Convergence of minimum and maximum plan costs 


• Availability of alternate delivery systems (e.g., public and private exchanges) 


• Funding for post-retirement medical benefits adds to the complexity by bringing 
future financial obligations onto today’s financial statements. 


• Understanding changes in accounting standards and the implication on the 
State’s financials 


Rising health care costs and required changes to comply with Health Care reform 
have forced many organizations to consider methods for cost-shifting onto 
employees and retirees and, if current trends continue, the ability to continue to 
pass along these increases diminishes significantly, bringing greater focus to other 
cost containment methods, particularly those that can offer short-term and long-term 
cost benefits like care management initiatives, on-site health care delivery or 
delivery system changes (such as narrow or tiered networks).   


The availability of alternative delivery systems have also changed possible ways in 
which employers can manage costs.  As one of the few large consulting firms 
without an exchange, we are able to provide an unbiased analysis of whether an 
exchange would be beneficial to the State. 


We have assembled a multi-disciplinary team experienced in assisting clients with 
all aspects of benefit program performance to serve the State of Nevada. 


3.5.3.7 Provide a summary analysis of the trends that relate to the State of Nevada health benefit 
plan for the next three years.  Define their cause and impact on funding and benefits.  
Please include a list of your sources.  


Nevada employers face significant challenges in providing health benefits.  This 
situation is likely to become more difficult in the future driven by factors issues 
highlighted below.  In addition, Deloitte Consulting is monitoring the health care 
crisis on a national level and providing many thought leadership pieces and 
publications that are outlined in questions 3.5.3.8 and 3.5.3.12. 


The following analysis was developed using your account team’s perspectives on 
the Nevada market. 
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Issue Causes Impact to the  
State of Nevada 


The Nevada health plan 
market is heavily 
consolidated, with 
UnitedHealthcare of 
Nevada dominating. 
 


United Healthcare’s 2008 purchase 
of Sierra Health Services. 


Higher than normal 
premium increase over the 
next few years. 


Nevada has seen a fair 
amount of managed 
care innovation. 


The vertical integration 
of UnitedHealth Group subsidiary 
Health Plan of Nevada with 
Southwest Medical Associates has 
allowed it to incorporate cutting-
edge technology and urgent-care 
facilities. Health systems including 
The Valley Health System and St. 
Rose Dominican Health System 
have launched integrated care 
organizations that partner with local 
physicians and could easily tie into 
health plan initiatives. 


Potentially more cost 
effective care provided to 
plan members in the long 
run, which should help 
temper medical cost trend. 


UnitedHealth Group 
merger with Catamaran 


In July 2015, UnitedHealth Group 
subsidiary OptumRx completed its 
merger with the State’s PBM, 
Catamaran. The combined entity, 
OptumRx, created the third-largest 
pharmacy benefit manager in the 
United States. 


Potential administrative 
and/or transition issues if 
Optum Rx requires the State 
to change administration 
platforms. Financially, the 
State may benefit from 
OptumRx’s increased 
purchasing power, but that 
benefit may be offset by 
reduced competition in the 
PMB market. 


Increased telemedicine 
usage by members 


Telemedicine Parity Act (AB 292) 
signed by the governor in May 2015 
requires insurers to reimburse for 
telemedicine visits the same as in-
office visits for some procedures. 


Increased telemedicine 
costs, but potentially more 
appropriate utilization of ER 
and urgent care centers. 


The physician shortage 
in Clark County could 
get some relief. 


Nevada Gov. Brian Sandoval 
included funding for a future 
medical school at the University of 
Nevada, Las Vegas in his 2015 
biennial budget. While the funding is 
less than what advocates sought, it 
marks a concrete move toward 
training physicians and keeping 
them in Clark County. The University 
of Nevada, Reno has also been 
active in courting new residency 
partners, announcing an initiative 
with HCA’s MountainView Hospital 
in Las Vegas that could ramp up to 
150 residents. That could ease the 
region’s severe provider shortage 
and provide 
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3.5.3.8 Can your organization provide PEBP with reporting and direction with issues regarding the 
Affordable Care Act (ACA) and how it impacts the plan?  Provide examples of some ACA 
issues your organization is currently reporting on with other clients. 


Advising our clients on ACA compliance is a core service we offer.  Deloitte 
Consulting is well qualified to monitor and advise the PEBP on issues related to the 
Affordable Care Act. 


With the passage of the ACA and the ongoing regulatory guidance, every employer 
has the opportunity to re-evaluate its benefit strategy, and they may be compelled to 
do so because of the implications of ACA.  It is expected that ACA will at least, in the 
short term, increase most employers’ costs due to its compliance requirements.  
Understanding how the market for coverage is changing and evolving and the new 
options available should inform the State’s strategic planning for health care 
benefits for the next several years. 


Deloitte Consulting’s Health Reform Initiative is working with payers, providers and 
employers to help them understand the implications of reform and the impacts 
across the various constituencies.  By sharing that insight with you, you will be 
better prepared by evaluate where you stand, what has to be changed or the 
implications of not changing, and how actions by others will impact your program.  
These are critical first steps in the evaluation of your program, and the determination 
of whether or not it will continue to meet your needs and how it fits into your overall 
strategy. 


Deloitte publishes and distributes to clients a wide range of materials to keep them 
up-to-date regarding Health Care Reform compliance requirements. Below is a 
representative sample. 
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r several of our clients, we facilitate ACA client updates that highlight recent 
developments and their implications.  The updates are tailored to specific client 
needs related to their program characteristics and include discussion of implications 
of emerging regulations and a time to address questions.  The meeting includes 
several key stakeholders, including the General Counsel, Policy, Benefits program, 
Vendor Relations, Payroll and Tax, Risk, and Accounting. 


3.5.3.9 Does your organization provide non-discrimination testing in accordance with IRS Code 
Sections 105(h), 125(h) and 129?  How would your organization provide this testing on the 
PEBP plan and describe how reporting on the results would be handled.  


We can offer these services through Deloitte Tax.  


Discrimination testing for the State’s self-funded plans (Section 105), cafeteria plan 
(Section 125), and Dependent Care FSA (Section 129) begins with a request for data, 
some of which we may already have through the course of our other work for the 
State. We will request census data with plan elections, contributions, union status, 
and compensation information as well as plan documents containing eligibility 
provisions. 


We will conduct the analyses necessary for each type of non-discrimination test and 
provide the State with a report summarizing the results and the pass/fail status of 
each plan. If a plan fails its non-discrimination tests, our report will also include 
recommendations for plan changes necessary to allow the plan to pass the test.  For 
example, the State may need to limit the FSA contributions of Highly Compensated 
Individuals. 
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We recommend the test be conducted first in the middle of the plan year to 
determine if changes need to be made before the end of the plan year. Then we will 
conduct the test again as of the last day of the plan year. 


3.5.3.10  What frequency would your organization recommend PEBP conduct non-discrimination 
testing? 


We recommend the test be conducted in the middle of the plan year to determine if 
changes need to be made before the end of the plan year. Then we will conduct the 
test again as of the last day of the plan year. 


3.5.3.11 Describe your procedures for monitoring work activities associated with PEBP and how you 
confirm that you are working in a consistent manner with PEBP’s expectations. 


Our work goes through multiple levels of quality review to ensure that our work is 
accurate and unbiased. Financial reports requiring certification are reviewed by two 
qualified actuaries and signed by an authorized and credentialed actuary.  For less 
formal communications with the State, the team will communicate the scope of the 
report, and may have one review with the PEBP before transmittal. Renewal and 
bidding reports are reviewed by the project manager and the Engagement Director 
before issuance.  Essentially every deliverable provided to PEBP will be reviewed by 
at least two team members who were not part of creating the document.  This way, 
we believe we get accurate results the first time.  


3.5.3.12 Does your organization publish a nationally recognized survey regarding employer’s health 
benefits?  If yes, please provide a copy of the most recent publication as an attachment to 
your proposal. 


The following publications illustrate our attention to the issues facing the industry. 
They represent publications from Deloitte Research and the Deloitte Center for 
Health Solutions, industry specific thought leadership publications and articles by 
our professionals.  They provide a brief overview of the range of services that we 
offer in particular to health care clients. Please refer to Tab IX for a copy of the 
publications listed below. 


Private health insurance exchanges: “Outlook is good” - Insights from the 
Deloitte Center for Health Solutions 2015 Survey of US Employers  
What future moves might employers make around their health benefit strategies in 
the face of coverage changes, rising costs, and pressure to recruit and retain talent? 
One popular option is private insurance exchanges (PIX), online marketplaces that 
allow employers to shift to a defined contribution for health care. Some employers 
have already implemented private exchanges and others are considering them. 


Health Policy Brief: Medicare accountable care organizations: Balancing risk and 
opportunity  


As the US health care system’s payment models shift from a focus on volume to 
value, the US Centers for Medicare & Medicaid Services (CMS) is testing ways to pay 
for Medicare services through its flagship accountable care organization (ACO) 
programs, the Medicare Shared Savings Program (MSSP), and the Pioneer ACO 
Model, as well as its new Next Generation Model. 


Accelerating the adoption of connected health: Patient-provider connectivity 
“anytime and anywhere”  
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Prompted by an increased demand for value and connectivity, health care 
organizations are making services more accessible and potentially less expensive 
while enabling “anytime and anywhere” patient-provider connectivity through 
Connected Health (cHealth). cHealth is transforming the patient-provider relationship 
with technology-enabled, integrated care delivery that facilitates remote 
communication, diagnosis, treatment, and monitoring. Are health care providers 
ready for this transformation? Will patients adhere to using connected health to 
monitor their conditions? 


Health Policy Brief: Are employers prepared for the Cadillac tax? 


Although much of the Affordable Care Act has been implemented, some major 
provisions are not yet in effect, including the “Cadillac” tax-an excise tax on high-
cost, employer-sponsored health coverage. How might implementation in 2018 
impact employers and the health care industry? What steps have organizations 
taken in anticipation of the Cadillac taking effect? 


Health care consumer engagement: No “one-size-fits-all” approach - Findings from 
the Deloitte Center for Health Solutions 2015 Survey of US Health Care Consumers 
Imagine a future in which more consumers engage with the health care system—a 
future that holds the promise of more effective, efficient, and satisfying care 
experiences and better health outcomes for those individuals and the accountable 
care populations to which they belong. Findings from Deloitte’s 2015 Survey of US 
Health Care Consumers suggest we are moving closer to that future as consumer 
engagement increases in three important areas. 


Talent Edge 2020: Redrafting talent strategies for the uneven recovery - Despite a 
new wave of uncertainty, many leading companies are pressing forward and 
reshaping their talent strategies. Many executives foresee leadership shortages in 
the year ahead and are looking at programs to accelerate leadership development 
within their companies. The January 2012 edition of Deloitte’s Talent Edge 2020 
survey series, “Talent Edge 2020: Redrafting talent strategies for the uneven 
recovery,” identifies important trends driving corporate talent strategies and how 
companies are responding to shifting economic realities. 


Rising consumerism: Winning the hearts and minds of health care consumers - The 
intersection between rising consumerism and a growing retail orientation in the 
health care sector presents challenges, some unprecedented, for existing players. 
We explore three shifts that health industry players should respond to, and that can 
set the scene for greater consumer involvement. 


3.5.3.13 Describe the services, reporting and follow up offered by your organization when 
conducting compliance reviews.  Please see PEBP’s 2014 Compliance Review and 
Associated Work Order, Attachment K. 


Deloitte is not a law firm and does not provide legal opinions. While we do provide 
compliance assistance, we recommend our clients seek legal counsel on legal 
issues. 


As mentioned, we have assigned two subject matter specialists to your account: 


• Robert Davis, JD, an attorney in our Washington D.C. Service Center 


• Dan Coyle, a national compliance resource for our Employer Health practice 


Robert and Dan confer often on compliance issues. As your project manager and 
health & welfare lead, Dan would be the one to prepare responses to address your 
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specific circumstances. For issues that require further research, Robert is available 
for conference calls and, if necessary, in person meetings. 


As part of the scope of services, we have included general compliance review and 
reporting.  We will work with the State’s personnel to address any issues. We will 
arrange the agenda and provide materials as needed. Typically, our clients find it 
valuable to convene management and staff from HR, Benefits, Payroll, Legal, 
Finance, and Tax. We also take the opportunity to listen to your concerns with new 
legal developments, and assist you in researching and addressing them. 


3.5.3.14 Is your organization capable of conducting transactional testing on PEBP operations in 
accordance with NRS 287.0425? 


As part of a top-tier, nationally recognized accounting and audit firm, Deloitte & 
Touche LLP has the tools and resources to conduct the transactional testing on 
PEBP operations. This service is considered out of scope and is not included in our 
fees. We would like to discuss the specifics of the transactional testing you need, 
and then we will be glad to provide you with an estimate of the cost and timing. 


3.5.4 HIPAA Training 
3.5.4.1 PEBP requires that its Actuary Consultant provide annual HIPAA training to both its staff 


and the PEBP Board. Does your organization provide HIPAA training to existing clients? 


Yes, Deloitte provides these services for other clients.  


3.5.4.2 Does your organization have experience providing HIPAA training to Boards or 
Commissions?  The HIPAA training presentation and the associated work order for the 
2015 training are provided as HIPAA Training Presentation and Work Order, 
Attachment L. 


Yes. 


3.5.4.3 Who is your organization proposing would provide HIPAA training to PEBP staff and the 
PEBP Board?  What are their qualifications? 


HIPAA training will be provided by Reem Janho. Reem is a Senior Manager in our 
Human Capital Practice with 15 years of HR experience. She leverages her regulatory 
and large business transformations expertise to solve clients Governance, Risk and 
Compliance (GRC) challenges. Reem has focused on helping clients identify, 
evaluate, prioritize and mitigate GRC challenges and has extensive experience 
managing complex, multi-functional projects.  She has worked with Legal, 
Compliance, Finance, Technology, and Human Resources and understands the 
needs and requirements of each group as it relates to the end product.  Reem holds 
both a Juris Doctorate and a Masters Business Administration in HR. 


3.5.5 Customer Services 
3.5.5.1 Provide a detailed description of the routine support services you provide. 


The services we perform are varied because unique situations continually arise.  
Clients routinely look to us to assist in resolution of these issues where knowledge 
and experience are required.  Some examples of historical issues are as follows:   
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• We have assisted clients in resolving claims where unique denials have 
occurred. 


• As your advocate, if a carrier is not providing services as contracted, we will 
follow-up with that carrier to try understand where the gaps in service are occur 
and identify performance improvement plans. 


• When new legislation passes, we have proactively reached out to our legal 
advisory team for interpretations and drafted communications for distribution. 


• Be available to answer questions in support and preparation for vendor 
negotiations, legislative bills, and other issues as they arise.  


Our approach to client service will follow appropriate project management 
disciplines such as:  


• Deloitte Consulting will maintain a detailed work plan outlining overall client 
activities and high level milestones.  This plan will be routinely reviewed PEBP. 


• Open issues will be tracked using a status log to follow issues outside the 
normal course of renewal and rating activities and summarize resolutions. 


• Documents are maintained and shared on an electronic SharePoint hosted on 
Deloitte Consulting's secure website or on the state's document repository. 


3.5.5.2 What is your organization’s customer service philosophy and how would you rank it in order 
of priority when compared to the other aspects of your responsibilities as an actuary and as 
a consultant? 


We are committed to consistently exceed the expectations of our clients. Our 
primary objective is to understand your goals and expectations, respond to those 
needs quickly, effectively and adding value each time.  Therefore, we will make 
ourselves accessible to the PEBP’s staff and to the development and use systems 
that enhance communication and documentation of our work. Our commitment to 
client service is represented by the fact that all of our practitioners have access to 
cell phone and PDAs to provide continuous access. We will review vacation 
calendars with you and identify appropriate back-up contacts to ensure your team is 
always accessible. 


Since our primary objective is to understand your goals and expectations, we 
believe that customer service is equally important as providing accurate projection 
in rating and reserving. 


Finally, the Lead Client Service Partner for all services conducted to the State of 
Nevada will conduct a former Client Service Assessment (CSA).  The CSA will be 
conducted annually with the PEBP to assess its satisfaction with services provided. 


3.5.5.3 Provide an organizational chart of your consulting management team.  Identify staff that 
would be responsible for managing the PEBP account:  


A. Identify staff that would be responsible for managing the PEBP account; 
B. List names, title, and business address; 
C. List credentials and describe their experience related to this type of service; 
D. Indicate where each team member’s office is located; 
E. Indicate the number of other accounts which each team member is 


responsible; 
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F. How is PEBP notified of changes in the account team staffing and what is 
your organization’s approach to gaining PEBP’s acceptance of such 
changes? 


G. Please describe your organization’s business days and hours.  Please include 
any holidays that your organization recognizes. 


 


 


Staff Assigned to the PEBP Account (Parts A-E) 
The following table summarizes the client service team who will be responsible for 
overseeing and performing the scope of services for the State of Nevada.  In addition 
to these team members, work activities may be supported by other practitioners as 
required. 


Name, Title, Location, Business 
Address Role, Credentials, Experience, and No. of Accounts 


Patrick Pechacek 
Director 
Minneapolis 
 
400 One Financial Plaza 
120 South Sixth Street 
Minneapolis, MN  
55402 


Role 
Lead Client Service Director and primary point of contact 
 
Credentials 
Certified Employee Benefits Specialist (CEBS) 
 
Experience 
Over 35 years of experience and Lead Client Service Director 
for several state and large public sector clients 
 
No. of Accounts 
Eleven. 
 


John Kessler 
Director 
San Francisco 
 
555 Mission Street 
San Francisco, CA  
94105 
 


Role 
Advisory Director providing strategic guidance and public 
sector industry experience 
 
Credentials 
MBA, Life & Health Insurance License  
 
Experience 
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Name, Title, Location, Business 
Address Role, Credentials, Experience, and No. of Accounts 


He has over 25 years of experience focused on advising 
large employers on their health benefits and total rewards 
programs. 
 
No. of Accounts 
One. 
 


Dan Coyle 
Specialist Leader 
Los Angeles 
 
555 W 5th St 
Los Angeles, CA  
90013 


Role 
Project manager and lead on plan renewals and performance 
management activities 
 
Credentials 
CEBS; Life & Health Insurance License 
 
Experience 
23 years of employee benefit consulting experience for 
public and private entities, including the State of Nevada in 
the late-‘90s 
 
No. of Accounts 
Three. 
 


Michael de Leon,  
Specialist Leader 
400 One Financial Plaza 
120 South Sixth Street 
Minneapolis, MN  
55402 


Role 
Lead Retirement Actuary overseeing all aspects of GASB 
43/45 
 
Credentials 
FCA, ASA, EA, MAAA 
 
Experience 
Over 17 years of experience performing GASB valuations for 
multiple states. 
 
No. of Accounts 
Twelve. 
 


Josh Johnson 
Manager 
400 One Financial Plaza 
120 South Sixth Street 
Minneapolis, MN  
55402 


Role 
Health & Welfare Lead consultant providing technical and 
project management guidance to staff 
 
Credentials 
MBA, Life & Health Insurance License 
 
Experience 
Over 17 years of experience performing GASB valuations for 
multiple states. 
 
No. of Accounts 
Five. 
 


Dan Plante 
111 S Wacker Drive  
Chicago, IL  
60606 
 


Role 
Health & Welfare Actuarial Lead in charge of self-funded 
plan projections, plan change pricing, rate setting, and IBNR 
estimates 
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Name, Title, Location, Business 
Address Role, Credentials, Experience, and No. of Accounts 


 
Credentials 
MBA, Life & Health Insurance License 
 
Experience 
Over 17 years of experience performing GASB valuations for 
multiple states. 
 
No. of Accounts 
Three. 
 


Robert Davis 
555 12th St. NW 
 Suite 400 
 Washington, DC 
 20004 


Role 
Legal and Compliance Advisor  
 
Credentials 
JD, Certificate in Employee Benefits Law, Georgetown 
University Law Center 
 
Experience 
Over 25 years of experience as a health care actuary with 
expertise in the areas of health and welfare benefit plan 
design, financial analysis, pricing, healthcare consumerism 
and strategy, reserve development, and valuation analysis. 
 
No. of Accounts 
Zero. 
 


How PEBP is notified of account team changes (F.) 
We understand your desire to be involved in the selection of the people who will 
ultimately serve you.  As part of our commitment to developing a long-standing 
relationship with the State of Nevada, we agree to allow the PEBP to have final 
approval of any replacements to the primary account representative or core 
consulting team. The importance of retaining our most talented professionals cannot 
be stressed more strongly, especially as it ensures engagement continuity and 
provides the best possible service to clients.  Because of the significant number of 
professionals in the practice, we have a depth of resources for staffing.  This allows 
us flexibility in maintaining engagement continuity from year to year, as resources 
do not need to be redeployed when significant new clients are brought into the firm.  
Additionally, we have invested in several firm-wide initiatives to retain the best and 
the brightest, including various industry, diversity and work/life balance human 
resources initiatives. 


Business Days, Hours, and Holidays (G.) 
Deloitte Consulting’s normal business hours are Monday through Friday, 8am to 
6pm.  For CY 2016, Deloitte Consulting has declared the following holidays:  


• New Year’s Day 


• Martin Luther King, Jr. Day 


• Memorial Day 


• Independence Day and the business day before Independence Day 


• Labor Day 
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• Thanksgiving and the day after Thanksgiving 


• Christmas Day 


Regardless of our normal business hours, our team for the State of Nevada will work 
to meet your needs, deadlines, and deliverables.  Our team members are committed 
to being available, not only for scheduled meetings, but upon request, as well.  For 
example, during the holiday season at the end of the year, we have worked with our 
clients in advance to ensure that team members are always available to respond to 
requests, even during this traditionally slow period.  We will make sure that State 
staff has direct access to anyone on the team in addition to the single point of 
access process we have established for all the work we do with the State.  We can 
provide cell phone numbers for key members of our team so that PEBP staff can 
reach Deloitte Consulting team members whenever necessary. 


3.5.6 Reporting 
3.5.6.1 Provide a detailed description of the census, eligibility and other reports you would require 


from PEBP or PEBP vendors.  Explain the purpose of each report and how it relates to the 
end product that will be presented to PEBP. 


Deloitte Consulting will work with PEBP and PEBP vendors to catalog available data 
and provide a formal data request. Typically the following data is requested: 


Census and Eligibility 
We may request PEBP to provide an electronic census at the member level.  The 
format of the file would be mutually agreed upon between our team and the State but 
we expect the contents of the file should include these fields: 


• Subscriber Identifier  


• State Agency/Entity 


• Employee or Dependent Indicator 


• Dependent Relationship (Spouse, Child, Other) 


• Employee Status (e.g., Active, Retiree, COBRA, Disabled) 


• Medicare Status 


• Employee Classification (e.g. Salary, Hourly) 


• Date of Birth 


• Gender 


• Full Address 


• Zip code 


• Date of Hire 


• Date of Separation 


• Medical Election (Plan Name or Waived Coverage) 


• Medical Contract Type (Employee only, Employee + Spouse, Employee+ 
Child(ren), Employee + Family) 


• Annual Salary 


• Union Affiliation 
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The census and eligibility data will be utilized for the following: 


• Contribution Modeling 


• Risk Adjustment 


• Cost projections/Premium setting 


• Enrollment shifts 


• Geo Access Reports (which would be performed by plan vendors for competitive 
bidding of the programs or analyses of changes in the provider network) 


Other Reports 
We would also request premium, banking, and billing statements to reconcile 
enrollment and paid claims against vendor reports and to monitor the reserve levels. 
Additional reports would also be required of the PEBP’s Third Party Administrator as 
described below. 


The following table summarizes the key information that we will require from PEBP’s 
third party administrator and pharmacy benefit manager (PBM) for all self-funded 
plans.  For other vendors (e.g., life and disability) similar reports will be required, but 
on a less frequent basis. 
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Information/ 
Reports Frequency Purpose 


Claim Lag Reports Monthly Claim lag reports will be used in 
providing PEBP with reserve estimates 
and projected plan performance on a 
monthly basis.  These reports will also 
be used in setting accrual rates for 
future plan years. 


Enrollment and Paid Claims 
Report 


Monthly These reports will be used to monitor 
enrollment shifts and paid claims 
experience and will be reconciled 
against the eligibility and banking 
statements provided by PEBP. 


Large Claims Report Monthly Large claims will be used to monitor any 
current and projected large fluctuations 
in claims experience.   


Utilization Reports Quarterly We will analyze available data from your 
plan vendors or data warehouse to 
understand the cost changes for certain 
categories (inpatient facility, outpatient 
facility, professional services and 
prescription drugs) and identify their 
underlying causes (increases in 
utilization or increases in reimbursement 
levels).  In addition, we will review 
available reports on health management 
program activity (e.g., disease 
management participation) although the 
frequency of these reports may vary 
from the availability of utilization and 
cost reports. 


Administration Reports Quarterly Deloitte Consulting will present 
summary findings on the TPA’s claims 
administration and customer service 
functions.  The report will concentrate on 
these key metrics – procedural accuracy, 
payment accuracy, financial accuracy, 
claims turnaround and telephone service 
(average speed of answer and 
abandonment rate). 


 


3.5.6.2 Describe and list all standard reports and provide examples of each.  Copies of your 
reports should be provided as an attachment to your proposal.  


Deloitte Consulting is extremely flexible in our reporting capabilities.  After agreeing 
upon an overall reporting strategy and objectives, Deloitte Consulting will work with 
the State of Nevada and its contracted health plan vendors to establish the 
frequency and content of a standard reporting package.  We find this approach is 
valuable for our clients in understanding all reporting needs and reconciling them to 
available sources, minimizing duplicate effort and highlighting best practices.  When 
claims data and membership data are provided directly to us, our industry leading 
data analytics team is limited only by the data supplied by administrators.  Below is 
a list of some of our reporting capabilities which can be incorporated into a standard 
package for the State working in conjunction with your plans and data warehousing 
vendor.   
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Information/ 
Reports Frequency Purpose 


Claim Lag Reports Monthly Claim lag reports will be used in 
providing PEBP with reserve estimates 
and projected plan performance on a 
monthly basis.  These reports will also 
be used in setting accrual rates for 
future plan years. 


Enrollment and Paid Claims 
Report 


Monthly These reports will be used to monitor 
enrollment shifts and paid claims 
experience and will be reconciled 
against the eligibility and banking 
statements provided by PEBP. 


Large Claims Report Monthly Large claims will be used to monitor any 
current and projected large fluctuations 
in claims experience.   


Utilization Reports Quarterly We will analyze available data from your 
plan vendors or data warehouse to 
understand the cost changes for certain 
categories (inpatient facility, outpatient 
facility, professional services and 
prescription drugs) and identify their 
underlying causes (increases in 
utilization or increases in reimbursement 
levels).  In addition, we will review 
available reports on health management 
program activity (e.g., disease 
management participation) although the 
frequency of these reports may vary 
from the availability of utilization and 
cost reports. 


Administration Reports Quarterly Deloitte Consulting will present 
summary findings on the TPA’s claims 
administration and customer service 
functions.  The report will concentrate 
on these key metrics – procedural 
accuracy, payment accuracy, financial 
accuracy, claims turnaround and 
telephone service (average speed of 
answer and abandonment rate). 


 


The following non-standard reports are available upon request: 
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Report Purpose 


Cost & Utilization 
Report: 


This report package examines the underlying utilization and 
cost drivers. We focus on reviewing year-to-year 
performance with comparisons to industry and health plan 
book of business benchmarks. 


The key areas examined include analysis of per member per 
month costs, cost and utilization trends by service category 
(e.g., inpatient, physician, and prescription drugs), analysis 
of top providers, top prescription drugs and a clinical profile 
of the membership to understand the disease burden. This 
report is used not only to assess plan performance, but also 
to identify opportunities for more effective cost and plan 
management. We recommend potential plan design and 
program changes, areas for improvement by health plan 
vendors, or other design alternatives. The type of data 
obtained for our clients and the proprietary approach 
developed to determine disease burden and costs 
associated with all of the client's health plans puts Deloitte 
Consulting at the leading edge of health care clinical data 
analysis. Deloitte Consulting has been successful in 
obtaining detailed information from the health plans, 
including HMOs. 


Deloitte Consulting is able to create this report using very 
detailed claims data or administrator reported data. 


Aggregate Cost: Reports total and average cost by employee classification, 
age bands, coverage category, and type of service. 


Aggregate 
Utilization: 


Reports events and costs by service categories (inpatient, 
outpatient, and pharmacy). 


High Cost 
Claimants: 


Reports age band distribution and costs for top 1%, 2%, 5%, 
and 10% of population. 


Top Conditions, 
Procedures, and 
Therapies: 


Reports top conditions, diagnosis groups, DRG’s 
procedures, and prescriptions by employee classification. 


Clinical Profiles: Reports key conditions compared to national benchmarks. 


Clinical Quality: Reports the clinical risk and disease burden of plans, a 
comparison of clinical quality measures, and a cost 
comparison by plan adjusted for risk profile. 


 


Tab IX – Other Information Material includes sample reports we have prepared for 
similar clients, some of which can be considered for standard reporting by the State. 
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3.5.6.3 Are your organization’s reports available to PEBP staff on-line and/or via web access? 


Reports are available on a SharePoint site that Deloitte Consulting will create and 
host. A SharePoint is a centralized and secure virtual workspace—a web-based tool 
for sharing reports and other files. It is available 24 hours a day and serves as a 
document management tool.  


Deloitte Consulting is also able to provide any report or reporting package via the 
state's document repository, secure FTP, or, if the report does not contain 
confidential information, via email. 


3.5.6.4 Please describe the process for requesting custom and/or ad hoc reports.  List the 
turnaround time for each.  


Deloitte Consulting is on the leading edge of health care data analysis and has 
extensive experience performing customized analyses for clients using third party 
data warehouses or detailed claims data provided by plan vendors.  We recognize 
that many client needs are urgent and will proactively work with the State to develop 
reasonable timeframes to meet your information needs.  The process for requesting 
custom and ad hoc reports is detailed below: 


• Deloitte Consulting recommends that we secure a Data Exchange Agreement 
with all administrators up front (upon finalizing our agreement to move forward).  
This will allow a much faster turnaround time for reports requiring additional 
data from vendors. 


• The custom report specifications are provided to Deloitte Consulting.  We make 
recommendations to comprehensively identify report parameters, format, and 
necessary data sources. 


• We agree upon a reasonable timeframe.  If the data is already available, our 
turnaround time will generally be shorter averages from as little as 1 to 2 days to 
longer, depending upon the nature of the request and availability of the data.  If 
additional data must be requested from vendors, turnaround varies with vendor 
capabilities and responsiveness (typically 1 to 2 weeks following receipt of the 
data). 


• New source data are tested for quality assurance by validating control totals and 
summarizing key analytical fields to be used in the analysis. 


• Data are standardized to provide a common analytical framework for all vendors 
and to compare results against industry benchmarks which provides another 
reasonableness check as well as a frame of reference for analyzing experience. 


• Custom report is created and delivered. 


Deloitte Consulting helps client interpret the meaning of report.  We not only help 
clients assess plan performance, but can also identify opportunities for more 
effective cost and plan management.  We can recommend potential plan design and 
program changes, areas for improvement by health plan vendors, or other design 
alternatives.   


3.5.6.5 What software product(s) are used to produce standard and ad hoc reports?  


Deloitte Consulting and your proposed PEBP project team have extensive 
experience in developing and conducting the following complex processes as they 
relate to warehouse/claims analysis systems: 


• Gathering claims data from various health plan administrators 
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• Cleansing data 


• Collapsing and reconfiguring data into final action claims 


• Data storage 


• Reporting and analysis 


Our expertise in analyzing and handling data will allow us to efficiently integrate and 
add data from other sources into the information we are currently producing.  
Should it be necessary and desirable to integrate PEBP’s data into our data 
warehouse for optimal client service, Deloitte Consulting is able to effectively 
request, receive, and integrate the data from the appropriate source.  Our data 
processing platform utilizes Microsoft SQL stored on client-dedicated, secure 
servers.  Our storage capabilities are robust and we routinely store millions of 
records of medical and pharmacy claims data on behalf of our clients.  Analyses we 
perform utilize proprietary programs, queries and scripts to generate credible data 
for our clients.  Final results are typically summarized using Microsoft Excel or 
Access data and presented in written deliverables using software such as Microsoft 
Word or PowerPoint. In addition, because of our technological resources and 
experience, Deloitte Consulting can analyze large amounts detailed claims data “in 
house” where necessary. 


Confidential Information Management Plan (CIMP) 
In dealing with health care data, there are confidentiality concerns that must be 
properly addressed. If we are the successful bidder, we will establish a Confidential 
Information Management Plan (CIMP) for PEBP. 


A CIMP is an internal written document that is unique to each client and their data 
requirements. It creates policies and procedures that govern the handling of that 
client’s data. Specifically, it addresses the following: 


• The definition of confidential information as it pertains to the client. 


• Acceptable and prohibited methods for sending and receiving confidential 
information. 


• Acceptable and prohibited ways to store and access confidential information. 
Data containing PII or PHI are stored on secure servers that are accessible only 
by a controlled list of team members who have been properly trained. The 
secure server records when and by whom the data are accessed. 


• Procedures for destroying data when it is no longer needed. 


• Training for new team members and debriefing (i.e., access cancellation) for 
team members who roll off or leave the firm. 


3.5.6.6 Do you subcontract any reporting activities? 


We do not anticipate the use of subcontractors.  If a project should require the use of 
subcontractors in the future, we will inform the State before any work is performed. 


3.5.6.7 PEBP’s current actuary consultant provides additional reporting based on a tool called 
HIOD (Health Information on Demand).  PEBP’s actuary consulting firm receives data from 
the third party administrator (TPA), eligibility and enrollment data, the pharmacy benefit 
manager (PBM) and HMO providers.  A copy of the report provided to the PEBP Board 
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introducing HIOD is provided as The Report to PEBP Introducing HIOD, Attachment M.  
Does your organization provide a reporting tool that would provide PEBP with similar data? 


While we have the capabilities to establish and actively manage a data warehouse 
that would allow us to create similar reporting, we would like to work with the State 
to better understand the reporting needs in order to determine the most appropriate 
use of resources.   


3.5.6.8 Provide as an attachment to your organization’s response a copy of reporting that would be 
comparable to PEBP’s current HIOD reporting. 


Tab IX – Other Information Material includes sample reports we have prepared for 
similar clients, some of which can be considered for standard reporting by the State. 


3.5.7 Vendor Transition Requirements 
3.5.7.1 Should you be selected the new vendor and are not the incumbent, please provide a 


detailed transition plan of all activities required to begin work on the PEBP account. 


Deloitte Consulting realizes the challenges and concerns that may arise when a new 
consulting firm replaces an incumbent.  We believe that the broad range of skills and 
experiences Deloitte Consulting offers will help ease the transition period and 
maintain confidence in the PEBP’s operations.  We do not take these challenges 
lightly, and strive to create a congenial, collaborative and highly productive 
relationship with our clients.  We hope the work plan and task descriptions 
throughout this proposal reflect this attitude, as well.   


We recognize that the actuary/consultant must be ready to be “jump in with both 
feet” on July 1, 2016.  Consequently, we anticipate executing our transition plan 
prior to July 1, 2016.  We will work collaboratively with the PEBP to ensure that the 
services delivered retain the necessary level of consistency with the incumbent’s, 
while integrating methodological and service delivery enhancements.  Within each 
objective impacted significantly by transition issues, we will discuss our anticipated 
approach with PEBP for the initial year of the contract, and how the approach will 
likely change in the remaining years.  We believe we will be able to provide timely 
continuation of all services that have been outlined in the RFP, and we do not have 
any exceptions. 


Deloitte Consulting Transition Plan For PEPB 
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Phase Objectives Key Activities 
1. Kickoff 
Meeting 


• Understand what will be the 
key activities and expectations 


• Introduce team members and 
roles 


• Identify key dates and 
deadlines over the next three 
years (e.g., Board meetings, 
legislative sessions, budgeting 
deadlines, open enrollment 
periods) 


• Identify monthly and annual 
tasks that will be the 
responsibility of the actuary / 
consultant (e.g., open 
enrollment activities, 
budgeting, rate development, 
vendor selection or 
negotiation, preparation and 
delivery of management 
reports) 


Deloitte Consulting 
• Develop agenda 
• Submit initial data 


request to PEBP Staff  
 
PEBP Staff 
• Provide list of PEBP Staff 


contacts 
• Provide list of Vendor 


contacts  
• Participation in Kickoff 


meeting  
• Discuss purpose and 


review content of 
existing management 
reports with Deloitte 
Consulting 


2. 
Information 
Gathering 


• Understand the outcomes from 
the most recent accrual rating 
process 


• Understand the outcomes from 
the most recent renewal 
negotiations with insurers and 
HMOs 


• Identify existing reports used 
by PEBP and its staff to 
manage the plan 


• Become familiar with the 
claims, utilization, and 
demographic experience of the 
plan 


• Gather information to complete 
upcoming rate developments 
and applicable renewals 


 


Deloitte Consulting 
• Finalize data request and 


submit to PEBP vendors 
• Work with PEBP staff to 


obtain data from State of 
Nevada and its vendors 


• Work with Vendors to set 
up Data Exchange 
Agreements and 
protocols and implement 
data exchange 


• Populate Deloitte 
Consulting actuarial 
tools and databases with 
appropriate PEBP data 


• Hold meetings or 
conference calls with key 
PEBP vendors 


• Review insurance 
contracts and Summary 
Plan Descriptions 


• Review upcoming open 
enrollment schedule 


 
PEBP Staff 
• As needed, assist 


Deloitte Consulting with 
data collection efforts 


• Answer questions 
relating to information 
gathered by Deloitte 
Consulting 
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Phase Objectives Key Activities 
3. 
Preliminary 
Financial 
Evaluation 


Deloitte Consulting 
• Identification of existing and, if 


applicable, proposed rates 
with PEBP vendors  


• Preliminary estimate of next 
year’s costs and reserve level, 
and corresponding impact on 
employee contributions 


Deloitte Consulting 
• Contact existing vendors 


to verify existing and 
proposed costs 


• Develop initial accrual 
rates based on data 
gathered in step 2 using 
Deloitte Consulting 
rating tools.  These 
preliminary estimates 
will assume no design 
changes 


• Develop initial employee 
contributions based on 
initial costs and 
budgeted State 
contribution 


4. Transition 
Wrap-up 


• Assure mutual understanding 
of objectives, key activities, 
and responsibilities over the 
next three years, and how 
these expectations will be 
monitored and updated 


• Validate ability to develop 
future accrual rates coincident 
with July 1 contract effective 
date 


Deloitte Consulting will 
provide the following 
deliverables: 


• Planning Calendar 
identifying key activities 
and events for the 
coming year. For each 
activity or task, the 
person or entity with lead 
responsibility will be 
identified.  This calendar 
will be a “living” 
document and will be 
updated monthly over the 
course of our contract 
with PEBP.  This 
document should assist 
PEBP in preparing its 
monthly agenda 


• Final data exchange 
agreements 


• Schedule of management 
reports that will be 
produced by PEBP staff, 
vendors, and Deloitte 
Consulting 


 


3.5.7.2 Please describe your organization’s transition plan in detail, should the contract expire or 
terminate.  Please include a transition schedule, examples of written communications, and 
a flow chart summarizing the process. 


We agree that should our contract be terminated, that we would act in the best 
interests of the State and collaborate with the new vendor as appropriate.  Prior to 
the end of our contract, we will work with PEBP to ensure that they have all 
deliverables and key work products outlined in our contract. As necessary we may 
be able to make ourselves available for conference calls with the new vendor. 
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3.5.7.3 Is your organization willing to work in partnership with PEBP to ensure a smooth and 
effective transition from one vendor to another should the contract expire and/or terminate?  
What guarantees, are you willing to provide to ensure this?  


Deloitte Consulting agrees to work collaboratively with the PEBP.  The interaction 
will be dependent upon many factors, however additional fees may apply. We are 
willing to discuss financial guarantees related to any additional costs incurred by the 
State associated with our transition activities. Similar to the performance guarantee 
levels provided in response to question 3.5.11, we would be willing to place at risk 
up to 10% of fees associated with any transition work performed and billed by 
Deloitte Consulting. 


3.5.7.4 Please describe any issues and/or problems your organization has encountered in the past 
related to this kind of transition, and explain how they were managed.  


In most cases, the former actuary/consultant is willing to work with us during 
transition to ensure continuity on your behalf.  Occasionally, we encounter 
situations where the receipt of data from the former actuary/consultant is delayed or 
incomplete which can impact our deliverables, and therefore, we may have to ask for 
the PEBP’s assistance to encourage delivery.   


3.5.7.5 What does your organization view as the most important issue during this type of 
transition?  


Proper planning which is coordinated by a single point of contact among all parties 
involved in the transition is a critical component for a successful transition.  
Planning supported by regularly scheduled calls and meetings where the client is 
involved is also productive to maintain progress during the transition period.  Other 
critical factors include: 


• Access to all recent work product including detailed methodology descriptions 
and assumptions used 


• Timely and accurate delivery of all requested data in the proper format 


• Built-in check points to validate our understanding of the data, methodologies 
and assumptions 


3.5.8 Disaster Recovery Plan 
3.5.8.1 Your organization is required to submit with the proposal a disaster recovery plan in the 


event of a major disaster that disables most or all of your processing capabilities for the 
PEBP.  A major disaster includes, but is not limited to: 


A. A hardware system failure/collapse; 
B. A software system failure/collapse; 
C. Any natural disaster; and  
D. Total loss of electrical/backup power. 


While the goal of our overall security program is to reduce the likelihood of a 
disruption, Deloitte has developed and implemented a Disaster Recovery / Business 
Continuity Program that enables the recovery of the IT infrastructure so that the end-
to-end business process can continue should a disruption occur. Deloitte’s program 
includes the following basic activities: 


• Prioritizing the activities to be recovered by conducting a Business Impact 
Analysis 
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• Performing a risk assessment for each of the IT services to identify the assets, 
threats, vulnerabilities and countermeasures for each IT service 


• Evaluating the options for recovery; producing a contingency plan; and testing, 
reviewing, and revising that contingency plan on a regular basis. 


These activities are documented and referred to by Deloitte as Business Continuity 
Plans (BCPs). The BCPs contains emergency response procedures that go into 
effect within a reasonable period of time following the occurrence of a disaster or 
other unplanned interruption, including assessing the well-being of personnel, 
providing for the continuity of essential business functions, and utilizing recovery 
procedures for critical business processes. 


A BCP is provided for IT services, which includes technical and business contact 
call lists as well as notification and escalation procedures. Data flow diagrams and 
third party information may also be included. Recovery Time Objectives are 
identified and documented in each BCP. BCPs are subject to a review every 12 
months and are tested within every 24 months. Test scenarios may include the 
unavailability of technology, critical staff or both. Test results are reviewed and 
recorded. In the event of a pandemic, there are plans that address the unavailability 
of critical staffing levels for IT staff as well as Deloitte’s vendor relationships. 


One objective of the BCPs is to have business technology resources (such as WAN, 
LAN, e-mail and servers) available at non-affected sites so that normal business 
functions can continue when an unplanned interruption does occur and that these 
same resources can be restored within a reasonable period of time at the site of the 
interruption. Because certain application data may reside on servers located at 
remote Deloitte offices (“local servers”), most local servers are backed up on a daily 
basis to a primary data center. A copy of the backup data is kept on-line, on-site in 
the secure data center. For offices that still have local backups, the local backup 
copy is kept on-line in that office in a secure location. In both cases, a copy of the 
backup data is encrypted and copied to media that is moved off site to a storage 
facility owned and operated by a vendor whose primary business is providing off-
site storage and retrieval for backup media. 


If a remote office server was unavailable due to an unplanned interruption, the 
backup data would be restored from the local media to a server providing users 
access to the application data. Restoration to an alternate local server generally 
would be within 24 to 48 hours. For offices that store backup data in the primary data 
center, the data is restored at the primary data center and then shipped to the remote 
office while a local server with a local backup might be restored to a local server. 


In some cases application data may also reside on end users’ laptop computers, 
which are also used to access data stored on the local servers. When connected to a 
local server, all laptops are backed up on a regular basis to an off-site storage 
facility. Restoration of application data on a laptop generally would be within 24 
hours or less. 


In summary, Deloitte has a comprehensive Disaster Recovery / Business Continuity 
Program that provides emergency response procedures for the continuity of 
essential business functions, and recovery procedures for critical business 
processes within a reasonable period of time following the occurrence of a disaster 
or other unplanned interruptions. 
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3.5.8.2 Please explain the anticipated time frames to restore normal operations once the disaster 
situation has been resolved. 


The estimated time for resumption of services is based on, among other things, 
criticality to the Client business, and varies by application or service. 


3.5.8.3 How often is your disaster recovery plan reviewed and/or updated? 


Certain aspects of our business continuity plans are reviewed, tested and updated 
on a two-year cycle  


3.5.8.4 Describe in detail how the plan will be customized to meet the needs of PEBP. 


Our role in support of the State is not expected to involve time critical access on a 
daily basis.  However, we do recognize the importance of responding timely to the 
needs of our clients and are prepared to discuss any specific requirements the State 
feels may be required as they relate to the services described in this proposal. 


3.5.8.5 Please provide with your proposal, your plan for regularly scheduled backups for PEBP 
data for the day-to-day computer-related processing operations and where the backups will 
be stored.   


We have implemented processes to periodically back-up data that is maintained on 
user computers and systems.  The frequency of data back-ups varies by the 
business and security requirements applicable to the data.  Back-up media requiring 
long term storage is stored in an environmentally protected and physically secured 
site which is a reasonable distance away from the originating facility. 


3.5.9 Privacy and Security 
3.5.9.1 Confirm that your organization certifies that it is in full compliance with Health Insurance 


Portability Accountability Act (HIPAA) regulations protecting the privacy and security of 
individually identifiable health information. 


Deloitte Consulting complies with regulations required by 42 U.S.C. §§ 1320d 
through 1320d-8 and the regulations issued thereunder including “HIPAA”. 


3.5.9.2 Confirm that your organization certifies that it is in full compliance with HIPAA's 
administrative simplification and security standards relating to electronic data interchange 
(EDI). 


It should be understood that in our role as a consultant to clients providing health 
benefits, we are not typically involved in EDI transfers of information.  However, all 
data provided to us by clients and subject to HIPAA standards will be appropriately 
safeguarded as spelled out under Business Associate or Non-Disclosure 
Agreements that will be executed.  Please see our exception comments regarding 
this section in Attachment B. 


3.5.9.3 Please provide a copy of your organization’s HIPAA privacy procedures and any 
certification you have with respect to HIPAA compliance. 


Please refer to Tab IX – Other Information Material for a copy of our Information 
Security Statement. 


3.5.9.4 Confirm that your organization certifies that it reports to the national Healthcare Integrity 
and Protection Databank (HIPDB) as required and, as may be necessary, submits inquiries 
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to the HIPDB to determine whether any final adverse legal actions have been taken against 
its member providers. 


The HIPDB is not applicable to the consultative role and services we will be 
performing and therefore not applicable. 


3.5.10 Data Processing, Storage, Management and Security 
3.5.10.1 All data and records associated with the PEBP account is the property of the State of 


Nevada.  Vendor agrees that all PEBP data will be stored, processed and maintained solely 
on the designated servers and storage devices approved by PEBP.  In addition no PEBP 
data at any time will be processed or transferred to any portable device or portable storage 
medium, unless that medium or system is part of the designated processing system or 
backup/recovery process. PEBP data shall not be distributed, used for other purposes, or 
shared across other applications, networks, environments, or business units other than 
those currently designated under the current contract, unless expressly authorized by 
PEBP. Further, no PEBP data shall be transmitted exchanged or otherwise transferred to 
any subcontractors, partners, other vendors, or any entity other than those currently 
designated, without the express authorization of PEBP.  Please confirm your organization’s 
ability to comply with this requirement. 


Please see our exception comments regarding this section on Attachment B.  We 
take our responsibility to protect confidential client and protected health information 
seriously.  We will not release PEBP data to any third parties or entities without prior 
consent from PEBP.  Deloitte Consulting is prepared to work with PEBP to address 
any data storage, management or security concerns.   


3.5.10.2 All exchange of PEBP electronic formatted data and data exchange between PEBP and 
vendors shall be approved in advance by PEBP’s Information Technology Officer.  Please 
confirm your ability to comply with this requirement. 


We will comply with this requirement. 


3.5.10.3 The file format for eligibility data exchange is fixed field, flat file.  Exact file specifications 
will be determined between the selected vendor and PEBP.  All EDI will require file level 
encryption.  All files exchanged between PEBP and vendor is accomplished via PEBP’s 
FTP.  Please confirm your ability to comply with this requirement. 


We will comply with this requirement. 


3.5.11 Performance Guarantees 
3.5.11.1 Please confirm that your organization will agree to the performance standards, 


performance guarantees, performance measures, and financial penalties described in 
Performance Standards and Guarantees, Attachment N.  Any exceptions to this document 
may be considered during the contract negotiation phase with the winning vendor and will 
be incorporated into the final contract.  The vendor may propose alternate guarantees, 
measures, and penalties in its submission, and should be clearly identified in the response. 


Please see our response to 3.5.11.3.  We are prepared to negotiate in good faith with 
the State to achieve reasonable performance guarantees that address your service 
concerns. 


3.5.11.2 Please confirm that your organization will agree to adhere to the performance standards 
and guarantees determined when the contract is finalized.  PEBP will establish reporting or 
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auditing mechanisms by which to evaluate the contracted vendor’s actual performance 
against the negotiated terms, and will apply financial penalties pursuant to the contract. 


We agree to adhere to the performance standards and guarantees determined when 
the contract is finalized.   


3.5.11.3 Please identify and provide a list of performance standards and guarantees that your 
organization uses to measure the performance of currently operational systems for other 
clients. Are these performance standards system-specific or industry standards?    


We are prepared to negotiate in good faith with the State to achieve reasonable 
performance guarantees that address your service concerns.  The guarantees 
offered below are proposed and subject to negotiation upon award of business. 


Type of 
Performance 
Guarantee 


Performance Measurement Type of 
Penalty 


Penalty 
Amount/Calculation 


Account 
Management  


Deloitte Consulting will work 
collaboratively with the State of 
Nevada’s team and will: 


• Proactively communicate on 
deliverable status   


• Respond to all e-mails or 
voicemails within 24 hours 


 
Overall client satisfaction will be 
rated 4 or 5 on a 5-point scale 
(using our client satisfaction 
survey tool). 
 


Core Engagement Team  


Deloitte Consulting will not make 
any changes to the Core Team 
without the State’s approval 


Financial 
Penalty 


3% of Annual 
Consulting Fees 
 
 
 
 
 
 
 
 
 
 
1% of Annual 
Consulting Fees 
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Type of 
Performance 
Guarantee 


Performance Measurement Type of 
Penalty 


Penalty 
Amount/Calculation 


Quality  Effective Project Management


For each project, a project plan will 
be prepared to include: 
• Define roles & responsibilities 
• Confirm scope, format, content, 


style and objectives 
• Identify key milestones & 


deliverables 
• Define timing for regular 


communication re: project 
status for each project (e.g., 
weekly, bi-weekly, etc.) 


3 Deliverables 
All deliverables will be: 
• Technically correct and any 


technical defects will be 
corrected in a timely fashion, 
subject to agreement  


• Deliverables will be provided 
on time unless due to 
extenuating circumstances 
outside the control of Deloitte 
Consulting  


 


Financial 
Penalty 


3% of Project-Specific 
Consulting Fees 
 
Technically incorrect 
deliverables will be 
corrected at no cost 
the State  


Total Fees at Risk 
No more than 10% of 
Annual Consulting 
Fees  


 


Our ability to apply the above proposed guarantees will be subject to the appropriate 
cooperation from the State, its plan or other program vendors upon which our 
service and work product may rely.  We have presented sample deliverable 
acceptance and change order language in our response for Attachment B, 
Certification and Compliance with Terms and Conditions of RFP Primary Vendor. 


3.5.12 Notification of Subcontractors 
3.5.12.1 Disclosure of the names of all vendor subcontractors, as well as the physical locations 


where PEBP data is maintained and/or stored, must be communicated to PEBP at least 60 
days prior to contract implementation. 


Confirmed. 


3.5.12.2 Use of subcontractors to manage PEBP participant-related data will not be permitted until 
PEBP has provided written authorization to the primary vendor. 


Confirmed. 


3.5.12.3 Failure of the vendor to notify PEBP of a change to (or addition of) an authorized 
subcontractor within the agreed time frame will result in a penalty. 


Confirmed. 
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A. See Performance Standards and Guarantees, Attachment N for the penalty 
assessed.  


Confirmed. 


B. Failure to disclose a subcontractor or other entity at least 60 days prior to the 
subcontractor or other entity having access to PEBP data will result in a 
penalty of 5% of the vendor’s previous year’s billed administrative charges per 
occurrence.  Should subsequent billed charges not be sufficient to cover the 
penalty in full, the balance will be billed by PEBP and considered due upon 
receipt.  Vendors must indicate their organization’s acknowledgement of this 
requirement. 
 


Confirmed. 
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Section 4: Company Background and 
References 
4.1 Vendor Information 


4.1.1 Vendors must provide a company profile in the table format below. 


Question Response 


Company name: Deloitte Consulting LLP 


Ownership (sole proprietor, partnership, 
etc.): Partnership 


State of incorporation: New York 


Date of incorporation: Deloitte LLP: 1895 
Deloitte Consulting LLP: 1978 


# of years in business: Deloitte LLP: 220 
Deloitte Consulting LLP: 37 


List of top officers: Janet Foutty, CEO 
Mike Fucci, Chairman 


Location of company headquarters: New York 


Location(s) of the company offices: 100 offices across the nation 


Location(s) of the office that will provide 
the services described in this RFP: Minneapolis 


Number of employees locally with the 
expertise to support the requirements 
identified in this RFP: 


We are proposing a national team of the 
consultants with the appropriate skills and 
experience to support the requirements of 
this RFP 


Number of employees nationally with 
the expertise to support the 
requirements in this RFP: 


The number of employees nationally who 
provide services on employer health and 
employee benefit projects is more than 100 


Location(s) from which employees will 
be assigned for this project: 


Minneapolis, Los Angeles, and San 
Francisco 


 


4.1.2 Please be advised, pursuant to NRS §80.010, incorporated companies must 
register with the State of Nevada, Secretary of State’s Office as a foreign 
corporation before a contract can be executed between the State of Nevada 
and the awarded vendor, unless specifically exempted by NRS §80.015. 


Confirmed. Deloitte Consulting is duly qualified to do business in the State of 
Nevada. 


4.1.3 The selected vendor, prior to doing business in the State of Nevada, must be 
appropriately licensed by the State of Nevada, Secretary of State’s Office 
pursuant to NRS76.  Information regarding the Nevada Business License can 
be located at http://nvsos.gov. 


Question Response 
Nevada Business License Number NV20081436471 
Legal Entity Name Deloitte Consulting, LLP 
 


 Is “Legal Entity Name” the same name as vendor is doing business as? 
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Yes. 


If “No”, provide explanation. 


4.1.4 Vendors are cautioned that some services may contain licensing 
requirement(s).  Vendors shall be proactive in verification of these 
requirements prior to proposal submittal.  Proposals that do not contain the 
requisite licensure may be deemed non-responsive. 


Confirmed. Patrick Pechacek is licensed as a life and health agent in the State of 
Nevada. 


4.1.5 Has the vendor ever been engaged under contract by any State of Nevada 
agency?   


Yes X No  


 


If “Yes”, complete the following table for each State agency for whom the work 
was performed.  Table can be duplicated for each contract being identified. 


Question Response 


Name of State Agency 


Division of Welfare and Supportive 
Services  
Project: Health Care Reform Eligibility 
Engine 


State Agency Contact Name Steve Fisher, Deputy Administrator of 
DWSS 


Dates when services were performed July 1, 2012 to September 30th, 2016 


Type of duties performed 
Requirements, Design, 
Implementation, Maintenance & 
Operations 


Total dollar value of the contract $28M 
 


Question Response 


Name of State Agency 


Division of Welfare and Supportive 
Services (DWSS) 
Project: Supported State Based 
Marketplace(SSBM) Transition 


State Agency Contact Name Steve Fisher, Deputy Administrator of 
DWSS 


Dates when services were performed June 2014 to December 2015 


Type of duties performed 


Project Management, Project Planning, 
Status Reporting, Requirements 
Specification, Business Rule  Design 
and Development, Logical Data Model 
Design, Reporting Requirements, 
Security Requirements, System 
Design and Development, Integration 
interface Design and Development, 
Physical Data Model Design, Source-
to-Target Data Mappings, Reporting 
Design Specifications, Testing, 
Implementation, End User Training, 
Post Implementation Support, 
Maintenance and Operations, 
Knowledge Transfer 


Total dollar value of the contract $15,798,000 
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Question Response 


Name of State Agency 
Division of Welfare and Supportive 
Services 
Project: ACCESS NV 


State Agency Contact Name Steve Fisher, Deputy Administrator of 
DWSS 


Dates when services were performed May 2011 – November 2011 


Type of duties performed Systems Analysis, Design, Integration, 
Implementation, Operations 


Total dollar value of the contract $1.2M 
 


Question Response 


Name of State Agency 
Division of Welfare and Supportive 
Services (DWSS) 
Project: AMPS 


State Agency Contact Name Steve Fisher, Deputy Administrator of 
DWSS 


Dates when services were performed February 2010 – December 2012 


Type of duties performed Systems Analysis, Design, Integration, 
Implementation, Operations 


Total dollar value of the contract $3.8M 
 


Question Response 


Name of State Agency 
Nevada Department of Motor Vehicles 
(DMV) 
Project: GENESIS 


State Agency Contact Name Ginny Lewis, Former Project Manager 
Nevada DMV (GENESIS Project) 


Dates when services were performed April 1998 – November 1999 


Type of duties performed Design, build, and implement a new, 
integrated DMV application 


Total dollar value of the contract $12.5M 


4.1.6 Are you now or have you been within the last two (2) years an employee of 
the State of Nevada, or any of its agencies, departments, or divisions? 


Yes  No X 


 


If “Yes”, please explain when the employee is planning to render services, 
while on annual leave, compensatory time, or on their own time? 


If you employ (a) any person who is a current employee of an agency of the 
State of Nevada, or (b) any person who has been an employee of an agency 
of the State of Nevada within the past two (2) years, and if such person will be 
performing or producing the services which you will be contracted to provide 
under this contract, you must disclose the identity of each such person in your 
response to this RFP, and specify the services that each person will be 
expected to perform. 


4.1.7 Disclosure of any significant prior or ongoing contract failures, contract 
breaches, civil or criminal litigation in which the vendor has been alleged to be 
liable or held liable in a matter involving a contract with the State of Nevada or 
any other governmental entity.  Any pending claim or litigation occurring within 
the past six (6) years which may adversely affect the vendor’s ability to 
perform or fulfill its obligations if a contract is awarded as a result of this RFP 
must also be disclosed. 


Does any of the above apply to your company? 
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Yes  No X 


If “Yes”, please provide the following information.  Table can be duplicated for 
each issue being identified. 


Question Response 


Date of alleged contract 
failure or breach: 


 


Parties involved:  


Description of the contract 
failure, contract breach, or 
litigation, including the 
products or services 
involved: 


 


Amount in controversy:  


Resolution or current status 
of the dispute: 


 


If the matter has resulted in a 
court case: 


Court Case Number 


  


Status of the litigation:   


4.1.8 Vendors must review the insurance requirements specified in Attachment E, 
Insurance Schedule for RFP 3211.  Does your organization currently have 
or will your organization be able to provide the insurance requirements as 
specified in Attachment E. 


Yes  No X 


 


Although we agree in principle to provide coverage as required by the RFP, 
Deloitte may need to make certain technical changes to the insurance 
requirements in order to make these requirements consistent with the insurance 
that we (as well as other large professional services firms) maintain. 


Any exceptions and/or assumptions to the insurance requirements must be 
identified on Attachment B, Technical Proposal Certification of 
Compliance with Terms and Conditions of RFP.  Exceptions and/or 
assumptions will be taken into consideration as part of the evaluation process; 
however, vendors must be specific.  If vendors do not specify any exceptions 
and/or assumptions at time of proposal submission, the State will not consider 
any additional exceptions and/or assumptions during negotiations.  
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Upon contract award, the successful vendor must provide the Certificate of 
Insurance identifying the coverages as specified in Attachment E, Insurance 
Schedule for RFP 3211. 


Confirmed. 


4.1.9 Company background/history and why vendor is qualified to provide the 
services described in this RFP.  Limit response to no more than five (5) 
pages. 


Public Sector Experience 
Deloitte Consulting has a demonstrated and successful track record of serving 
public sector clients. Deloitte has more than 1,000 public sector professionals 
dedicated exclusively to government programs and initiatives. We have a 
dedicated Public Sector practice which represents over 15 percent of our total 
book of business, making it one of our largest industry practices. We serve as a 
trusted advisor to several of the largest state government agencies in the United 
States. 


Deloitte U.S. Firms’ Public Sector practice has worked with each level of 
government worldwide. These clients include, but not are limited to, nearly all 50 
U.S. states, Canadian provinces, the U.S. and Canadian federal governments, as 
well as many of the major cities, counties, school districts, and universities in 
North America. 


Our key assets include a knowledgeable staff, thought leadership and 
demonstrated methodologies which, when combined with our many years of 
project experience, form a deep and strong resource pool..  


Public Sector Practice by Segment 


Health & Human Services Finance and Administration 


• Health Reform 
• Health Insurance Exchange Solutions 
• Health information technology & 


analytics 
• Medicaid eligibility solutions 
• Medicaid management information 


system & IT architecture 
• Actuarial services 
•  Integrated Eligibility and Case 


Management Systems 
• SACWIS Systems 
• Child Support Enforcement Systems 
• Labor and Workforce Solutions 
• Child Care and Early Learning Systems 
• Integrated HHS Analytics 
• Integrated HHS Program Improvement 


Solutions 


• Finance, budget, and HR Solutions
• Organizational Transformation 
• CIO Management Framework and 


Services 
• Shared Services 
• Retirement Systems 
• Data Analytics 
• State Tax and Revenue Solutions 
 


Transportation Higher Education 


• REAL ID Solutions 
• Motor Vehicle Licensing Solutions 
• Construction Advisory Services 
• Fuel Excise Tax Services 
• Congestion Charging 
• Public Private Partnership Financial 


Services 


• Finance, HR and Student 
Information System 
Implementation 


• Technology Modernization & 
Cloud-based Strategy 


• Business Model Transformation 
• Application Management Services 
• Enterprise Cost Reduction 
• Shared Services 
• Data Analytics 
• Digital Campus 
• Talent 
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The result of Deloitte Consulting’s dedication to the Public Sector is a cadre of 
professionals who can apply best practices in financial analysis, strategy, 
operations improvement, systems integration, human capital, and outsourcing 
to government agencies and generate positive results for government and the 
public. Today, the truest measure of a government’s success is the value it 
creates for the citizens, communities, and businesses that rely on its services. 
That means providing more services, 
through more delivery channels, to a 
broader citizen base – all the while facing 
cuts in budgets and reductions in 
resources. By integrating the full 
complement of disciplines offered by our 
firm with the deep programmatic knowledge of a dedicated pool of Public Sector 
practitioners, Deloitte Consulting offers what no other firm can – an all in one 
service source for government agencies.  


One of the differentiating factors that Deloitte Consulting offers is the ability to 
bring lessons learned and eminence from numerous successfully delivered 
projects throughout the nation. These projects underscore our understanding of 
the operating and political environment of state agencies, and the diverse 
implementation and administrative issues these agencies face.  


To meet the needs of the PEBP we will combine our depth and breadth of Public 
Sector experience and knowledge, with our extensive private sector health care 
experience and industry-leading actuarial practice. Deloitte Consulting, the 
second largest actuarial consultancy in the world, has approximately 300 life, 
health, property and casualty, and pension actuaries nationally and over 600 
actuaries in our global practice. 


Of the ”Big Five” Consulting Organizations, Deloitte Consulting is the most 
active in Government Health Consulting.  Deloitte Consulting can offer a 360-
degree view on healthcare initiatives unlike any other firm. We represent a 
complete cross-section of stakeholders in healthcare and insurance coverage 
including public entities, payers, providers, disease management companies, 
pharmaceuticals, and employers.  


Industry Leading Health Care Practice 
Deloitte Consulting’s Health Care practice consists of a talented group of multi-
functional industry specialists dedicated to helping clients evaluate complex 
issues, develop fresh approaches to problems and implement practical 
solutions. The practice draws upon a combination of the disciplines of Audit, 
Tax, Financial Advisory and Consulting services, allowing us to see more clearly 
– creating greater value for our clients. Known as the Deloitte Difference, this 360-
degree strategy gives you a team with broad perspective on the internal and 
external dynamics of an issue. By collaborating with our team of specialists in 
risk management, regulatory affairs, technology integration and human capital, 
you will receive innovative and thorough solutions. 


Deloitte Consulting’s Health Care practice works with Providers, Health Plans, 
and Life Sciences segments. Provider clients include Hospitals and Integrated 
Delivery Systems, Academic Medical Centers, Home Health, Long Term Care, 
Ambulatory Surgical Centers and Wholesalers. Health Plan clients consist of 
Health Insurance Companies, MCOs/HMOs/PPOs, and Blues Plans. 
Pharmaceuticals, Biotechnology, and Medical & Scientific Equipment companies 
make up the Life Sciences practice. We have also worked with State Health Care 
programs in a number of states including California, Minnesota, Iowa, 
Wisconsin, Texas, Ohio, Maine, and Pennsylvania. 


Our Health Care practice is highly regarded by our clients and boasts deep 
industry experience. Our participation in virtually every business and financial 
issue facing health care institutions today means that we are familiar with the 


Deloitte Consulting is the second 
largest actuarial consultancy in 
the world. 
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unique issues and challenges the industry faces and the implications of those 
challenges for private companies and governments.  


Deloitte Consulting’s actuarial, analytic and financial management experience 
spans the current public health and welfare system in the United States. We 
have worked with the Centers for Medicare & Medicaid Services (CMS) and many 
state governments to improve programs, develop and certify rates, and confirm 
accurate claims. We have further assisted CMS in reviewing Medicare Advantage 
and Part D bid submissions. We have extensive experience with designing and 
pricing public healthcare programs. We are committed to providing high quality 
actuarial, analytic, and financial management experience to our clients and 
helping states develop 
innovative solutions that meet 
their unique needs. 


Research and Thought 
Leadership 
Our understanding of the 
unique issues government 
agencies face today is reflected 
not only by the amount of 
positive sustained change 
achieved together with our 
clients, but also in the 
recognition and eminence our clients have experienced. Our work on these 
projects, as well as the strategic investments made in our practice’s people, 
tools, research centers, and thought leadership are captured in our publications. 
Our published works highlight some of the biggest challenges facing public 
administrators and government leaders today, including:  


• Financing aged public transportation systems in light of increasing debt 
burdens, increasing demand, coordination of growth plans across the New 
England region, and capital maintenance and development needs 


• Escalating health care costs in light of an aging workforce, increasing health 
care costs, and escalating pension package costs 


• Maintaining affordable housing and community development while 
responding to unforeseen fluctuations in the regional and national economy 


• Finding new disciplined ways to contain costs across all state government 
services – both controllable (administrative costs, supply procurement) and 
uncontrollable (technology, fuel, health care and insurance) 


• Educating our next generation in light of budget deficits, global competition, 
and a shrinking property tax base as funding 


• Evaluating the health care system’s current flaws and suggesting catalysts 
for reform, encompassing employers, consumers, health plans, providers, 
life sciences companies and governments to create a stronger, healthier 
health care financing system with the potential to increase access to health 
care 


• Evaluating the transparency of health care costs and quality, developed with 
The National Governors Association (NGA), and concluding with 
perspectives on how states can use their considerable leverage to direct 
these efforts more effectively 


An additional resource to support the State is the Deloitte Center for Health 
Solutions, located in Washington, D.C. The Center is part of Deloitte Consulting 
and was formed to deliver research and solution development for our nation’s 
most pressing health care and public health related challenges.  


The Center recognizes that the health system's major issues surround quality, 
access and cost of care.  


The Deloitte Research Center is the 
global thought leadership arm of Deloitte 
Consulting. Our team of research 
professionals delivers innovative, 
practical insights that governments at 
every level can use. Deloitte Research 
specialists identify and analyze the 
critical issues of today and provide an 
early look at emerging trends such as 
those listed above that will define the 
nature of government in the years and 
decades to come. 
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The Center focuses its efforts on five key areas of reform that form the basis of 
most of its research and solution development: 


• Improve Quality: Apply the evidence to care to remove inappropriate 
variation out of the system 


• Reduce Demand: Focus on prevention and better coordination of chronic 
care to reduce avoidable admissions and problems. 


• Leverage Information Technology: Use technology to reduce error, improve 
clinical outcomes and improve coordination of care 


• Change Incentives: Shift from use/volume driven care to outcome driven, 
value-based purchasing. 


• Engage Consumers: Enable consumers to navigate the system and to 
understand the costs.  


We believe this innovation secures our collective success in managing health 
care cost, utilization, and spending. We have aligned our resources and made 
substantial investments to identify health care delivery, care management, and 
consumer challenges. 


As a firm, we consider it our responsibility to keep you up-to-date on industry 
trends, best practices, legislation, and regulatory and accounting changes. We 
consistently publish and email relevant thought leadership on topics that are 
important to you. We also research and analyze trends in the public sector.  


4.1.10 Length of time vendor has been providing services described in this RFP to 
the public and/or private sector.  Please provide a brief description. 


Since 1978, our Human Capital practice has helped align the many dimensions 
of human capital with corporate business objectives.  We assist in all aspects of 
retaining, motivating, developing, compensating, and benefiting people, 
including consulting to businesses and those industries that provide and insure 
these benefits.  We work with employers of all types who seek assistance with a 
complete spectrum of strategic human resources and employee benefits issues, 
while insurance providers, managed care organizations, and health care 
providers look to us for specialized actuarial, product design, operational and 
consulting services. 


From enterprise-wide events such as mergers and acquisitions, to narrowly 
focused initiatives and programs, we work seamlessly together across 
disciplines and geographic borders to meet the full range of clients’ human 
capital needs.  We provide the services requested by the State of Nevada to 
other large public entities and have done so for over 37 years. 


4.1.11 Financial information and documentation to be included in Part III, Confidential 
Financial Information of vendor’s response in accordance with Section 9.5, 
Part III – Confidential Financial Information.  


4.1.11.1 Dun and Bradstreet Number  


The Deloitte LLP Dun & Bradstreet number is 00 256 3455. 


4.1.11.2 Federal Tax Identification Number 


  06-1454513 


4.1.11.3 The last two (2) years and current year interim: 


A.  Profit and Loss Statement  


B.  Balance Statement 
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As a privately owned partnership, Deloitte Consulting is not 
required to prepare financial reports for external release. However, 
our organization’s strong financial condition is reflected in more 
than 170 years of continuous and successful operations serving 
our clients. Our combined global professional services 
organization, Deloitte Touche Tohmatsu, has had more than a 
decade of consecutive annual growth, with combined worldwide 
revenues from our member firms totaling US$35 billion in Fiscal 
Year 2015.   


Information on our financial strength is provided in our Deloitte 
Touche Tohmatsu Member Firms’ Reviews for Fiscal Year 2015. 
Please use this link to see our FY15 Review, evidencing our 
financial stability and viability: 


http://www2.deloitte.com/global/en/pages/about-
deloitte/articles/global-report-2015.html  


We would be glad to discuss our financial profile should more 
information be required. 


4.2 Subcontractor Information 
4.2.1 Does this proposal include the use of subcontractors? 


Yes  No X 


If “Yes”, vendor must: 


4.2.1.1 Identify specific subcontractors and the specific requirements of this 
RFP for which each proposed subcontractor will perform services. 


Not applicable 


4.2.1.2 If any tasks are to be completed by subcontractor(s), vendors must: 


A. Describe the relevant contractual arrangements; 


Not applicable. 


B. Describe how the work of any subcontractor(s) will be 
supervised, channels of communication will be maintained 
and compliance with contract terms assured; and 


Not applicable. 


C. Describe your previous experience with subcontractor(s). 


Not applicable. 


4.2.1.3 Vendors must describe the methodology, processes and tools utilized 
for: 


A. Selecting and qualifying appropriate subcontractors for the 
project/contract; 


Not applicable. 


B. Ensuring subcontractor compliance with the overall 
performance objectives for the project;  
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Not applicable. 


C. Ensuring that subcontractor deliverables meet the quality 
objectives of the project/contract; and 


Not applicable  


D. Providing proof of payment to any subcontractor(s) used for 
this project/contract, if requested by the State.  Proposal 
should include a plan by which, at the State’s request, the 
State will be notified of such payments. 


Not applicable. 


4.2.1.4 Provide the same information for any proposed subcontractors as 
requested in Section 4.1, Vendor Information. 


Not applicable. 


4.2.1.5 Business references as specified in Section 4.3, Business 
References must be provided for any proposed subcontractors. 


Not applicable. 


4.2.1.6 Vendor shall not allow any subcontractor to commence work until all 
insurance required of the subcontractor is provided to the vendor. 


Not applicable. 


4.2.1.7 Vendor must notify the using agency of the intended use of any 
subcontractors not identified within their original proposal and provide 
the information originally requested in the RFP in Section 4.2, 
Subcontractor Information.  The vendor must receive agency 
approval prior to subcontractor commencing work. 


Confirmed. 


4.3 Business References 
4.3.1 Vendors should provide a minimum of three (3) business references from 


similar projects performed for private, state and/or large local government 
clients within the last three (3) years. 


University of California, State of Minnesota, and the State of North Dakota 


4.3.2 Vendors must provide the following information for every business reference 
provided by the vendor and/or subcontractor: 


The “Company Name” must be the name of the proposing vendor or the 
vendor’s proposed subcontractor.   


Reference #: 1 


Company Name: Deloitte Consulting LLP 


Identify role company will have for this RFP project  
(Check appropriate role below): 


VENDOR Deloitte Consulting 
LLP SUBCONTRACTOR None 


Project Name: University of California 







 


Copyright © 2015 Deloitte Development LLC. All rights reserved. 92 
 


Primary Contact Information 
Name: Mark Esteban 
Street Address: 300 Lakeside Drive, 6th Floor  
City, State, Zip: Oakland, CA 94612 
Phone, including area code: (510) 987-0171 
Facsimile, including area code: Not Available 
Email address: Mark.Esteban@ucop.edu 


Alternate Contact Information 
Name:  
Street Address:  
City, State, Zip:  
Phone, including area code:  
Facsimile, including area code:  
Email address:  


Project Information 


Brief description of the 
project/contract and description 
of services performed, including 
technical environment (i.e., 
software applications, data 
communications, etc.) if 
applicable: 


For the University of California, we 
provide monthly health care reform 
updates, including the passage of new 
legislation, the issuance of proposed 
and final regulations, and FAQs and 
other updates from the Department of 
Labor, the Department of Health and 
Human Services, and the IRS. As part 
of our update, we facilitate a monthly 
meeting with key personnel from six 
different departments. 
We also provide a biweekly California 
legislation update while the legislature 
is in session. All of our updates 
include our analysis of the 
implications for the University and its 
plans. 


Original Project/Contract Start 
Date: 2000 


Original Project/Contract End 
Date: 


We continue to provide services to the 
University. 


Original Project/Contract Value: $20M+ 
Final Project/Contract Date: Ongoing 
Was project/contract completed 
in time originally allotted, and if 
not, why not? 


We continue to provide services to the 
University. 


Was project/contract completed 
within or under the original 
budget/ cost proposal, and if not, 
why not? 


We continue to provide services to the 
University. 


 


Reference #: 2 


Company Name: Deloitte Consulting LLP 


Identify role company will have for this RFP project  
(Check appropriate role below): 


VENDOR Deloitte Consulting 
LLP SUBCONTRACTOR None 


Project Name: State of Minnesota 
Primary Contact Information 


Name: Shari Horsman 
Street Address: 658 Cedar Street 
City, State, Zip: Saint Paul, MN, 55155 
Phone, including area code: (651) 259-3712 
Facsimile, including area code: Not Available 
Email address: shari.horsman@state.mn.us 
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Alternate Contact Information 
Name:  
Street Address:  
City, State, Zip:  
Phone, including area code:  
Facsimile, including area code:  
Email address:  


Project Information 


Brief description of the 
project/contract and description 
of services performed, including 
technical environment (i.e., 
software applications, data 
communications, etc.) if 
applicable: 


For the State of Minnesota, we support 
the Employee Insurance Division for 
the State Employee Group Insurance 
Programs (SEGIP) including health, 
dental, life, and disability programs for 
state employees, retirees, and 
dependents. These projects include 
but not limited to design, development, 
pricing and implementation of the 
Minnesota Advantage Health Plan. 


Original Project/Contract Start 
Date: 1981 


Original Project/Contract End 
Date: 


We continue to provide services to the 
State. 


Original Project/Contract Value: $20M+ 


Final Project/Contract Date: We continue to provide services to the 
State. 


Was project/contract completed 
in time originally allotted, and if 
not, why not? 


We continue to provide services to the 
State. 


Was project/contract completed 
within or under the original 
budget/ cost proposal, and if not, 
why not? 


We continue to provide services to the 
State. 


 


Reference #: 3 


Company Name: Deloitte Consulting LLP 


Identify role company will have for this RFP project  
(Check appropriate role below): 


VENDOR Deloitte Consulting 
LLP SUBCONTRACTOR None 


Project Name: State of North Dakota 
Primary Contact Information 


Name: Sparb Collins 
Street Address: 400 E Broadway Ave Suite 505 
City, State, Zip: Bismarck, ND, 58502 
Phone, including area code: (701) 328-3901 
Facsimile, including area code: Not available 
Email address: scollins@nd.gov 


Alternate Contact Information 
Name:  
Street Address:  
City, State, Zip:  
Phone, including area code:  
Facsimile, including area code:  
Email address:  


Project Information 
Brief description of the 
project/contract and description 
of services performed, including 
technical environment (i.e., 
software applications, data 


For the State of North Dakota, we 
provide ongoing health care 
consulting for PERS health plan 
offered to more than 30,000 state and 
local employees and retirees. Led 
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communications, etc.) if 
applicable: 


project to redesign the health care 
program to encourage other health 
carriers/administrators to enter the 
North Dakota marketplace to provide 
competition for the health plans. 
Provided fiscal notes for proposed 
legislation and testified to legislative 
committee. Assisted with maintaining 
grandfather status of health plans and 
provide advice on health reform 
compliance. Assisted with request for 
proposal process for health plan 
procurement. 


Original Project/Contract Start 
Date: 2009 


Original Project/Contract End 
Date: 


We continue to provide services to the 
State. 


Original Project/Contract Value: $1M+ 


Final Project/Contract Date: We continue to provide services to the 
State. 


Was project/contract completed 
in time originally allotted, and if 
not, why not? 


We continue to provide services to the 
State. 


Was project/contract completed 
within or under the original 
budget/ cost proposal, and if not, 
why not? 


We continue to provide services to the 
State. 


 


4.3.3 Vendors must also submit Attachment F, Reference Questionnaire to the 
business references that are identified in Section 4.3.2.   


Confirmed. 


4.3.4 The company identified as the business references must submit the 
Reference Questionnaire directly to the Purchasing Division.  


Confirmed. 


4.3.5 It is the vendor’s responsibility to ensure that completed forms are received by 
the Purchasing Division on or before the deadline as specified in Section 8, 
RFP Timeline for inclusion in the evaluation process.  Reference 
Questionnaires not received, or not complete, may adversely affect the 
vendor’s score in the evaluation process.   


Confirmed. 


4.3.6 The State reserves the right to contact and verify any and all references listed 
regarding the quality and degree of satisfaction for such performance. 


Confirmed. 


6 Financial 
6.1 Payment 
6.1.1 Upon review and acceptance by the State, payments for invoices are normally 


made within 45 – 60 days of receipt, providing all required information, 
documents and/or attachments have been received. 
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Confirmed. 


6.1.2 Pursuant to NRS 227.185 and NRS 333.450, the State shall pay claims for 
supplies, materials, equipment and services purchased under the provisions 
of this RFP electronically, unless determined by the State Controller that the 
electronic payment would cause the payee to suffer undue hardship or 
extreme inconvenience. 


Confirmed. 


6.2 Billing 
6.2.1 The State does not issue payment prior to receipt of goods or services. 


Confirmed. 


6.2.3 The vendor must bill the State as outlined in the approved contract and/or 
payment schedule. 


Confirmed. 


6.3.3 Vendors may propose an alternative payment option.  Alternative payment 
options must be listed on Attachment I, Cost Proposal Certification of 
Compliance with Terms and Conditions of the RFP.  Alternative payment 
options will be considered if deemed in the best interest of the State, project 
or service solicited herein. 


Deloitte Consulting is not proposing an alternative payment option. 
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4.4 Vendor Staff Resumes 
A resume must be completed for each proposed key personnel responsible 
for performance under any contract resulting from this RFP per Attachment 
G, Proposed Staff Resume. 


Staff resumes are shown in the following pages.   
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 PROPOSED STAFF RESUME FOR RFP 3211 


A resume must be completed for all proposed prime contractor staff and proposed 
subcontractor staff. 


 


Company Name Submitting Proposal: Deloitte Consulting LLP 


 
Check the appropriate box as to whether the proposed individual is 


 prime contractor staff or subcontractor staff. 
Contractor: X Subcontractor:  


 
The following information requested pertains to the individual being proposed for this 


project. 


Name: Patrick L. Pechacek 
Key 


Personnel: 
(Yes/No) 


Yes 


Individual’s Title: Director 
# of Years in Classification: 17 # of Years with Firm: 29 


 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


 
Mr. Patrick L. Pechacek is a Director within the Human Capital Advisory Services Division of 
Deloitte Consulting LLP.  He has more than thirty-five years of experience as a consultant and 
insurance broker to public and private sector employers.  He is the Lead Client Service Director 
for several state employer clients as well as several county and school district clients. 
 


RELEVANT EXPERIENCE 
Information required should include:  timeframe, company name, company location, position title held 


during the term of the contract/project and details of contract/project. 
 
Client name: State of Minnesota Management and Budget (MMB) 
Project name: Actuarial and Benefits Consulting 
Role on Project: Lead Client Service Director  
Duration on Project: 29 years 
Description: Client Service Director supporting the Employee Insurance Division for the 
State Employee Group Insurance Programs (SEGIP) including health, dental, life, and 
disability programs for state employees, retirees, and dependents. Our assistance has 
helped MMB to develop leading-edge health care strategies and support their operation. 
These projects include but not limited to design, development, pricing and 
implementation of the Minnesota Advantage Health Plan. In collaborating on this 
groundbreaking approach, we were able to accomplish the following: 
A consumer-driven health care plan was designed that uses benefit differentials rather 
than premiums to direct participants to utilize the most cost-effective provider groups. 
Provider groups were assigned to the appropriate benefit level based upon their risk-
adjusted health care costs and plan design differentials are used to encourage members 
to use cost effective providers. 


• Developed the required analytic tools (including a data warehouse) to assess 
provider efficiency, project member movement, price potential benefit plan designs 
and integrate the results into a financial forecast and rating model. 


• An innovative care system or provider group approach to accessing health care 
was developed. This was a strategic departure from the existing or any similar 
strategies and was specifically designed to meet the needs of a statewide 
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workforce. For example, provider groups were “split off” or separated from their 
larger affiliated care system in order to provide necessary access to care without 
assigning the entire provider group to a more favorable benefit level. 


• Deloitte worked closely with three health plan administrators to effectively 
implement this new model and plan design. In addition, we assured that these 
administrators were operating consistently with respect to administration. 
 


MMB relies upon Deloitte to set the self-funded premiums for the Advantage plan. In 
bargaining years, Deloitte has worked extensively with MMB in the labor-management 
process and actively supported the client in the final negotiation sessions that led to 
settlements, thereby avoiding potential strikes by unions. Each legislative session, we 
assist MMB in responding to potential bills in both the write-up and fiscal note as 
requested. 
 
Finally we provide support for Minnesota Public Employees Insurance Program (PEIP) 
which provides health insurance to political subdivisions including school districts, cities, 
counties and other jurisdictions. We provide underwriting and premium rate setting 
support. 
  
Client name: State of Iowa Department of Administrative Services (DAS) 
Project name: Employee Benefits Consulting  
Role on Project: Lead Client Service Director  
Duration on Project: 15 years 
Description: Client service director leading team in providing consulting assistance to 
DAS in managing the benefits provided to more than 30,000 state employees and retirees. 
Our assistance includes consulting for the various health insurance plans, managed care 
plans, dental, life, disability, and workers compensation. Recent projects include 
procurement assistance for the medical and managed care plans as well as a carve-out 
prescription drug program. 
  
Client name: Illinois Department of Central Management Services (CMS) 
Project name: Benefits Consulting 
Role on Project: Lead Client Service Director  
Duration on Project: 2 years 
Description: Health consultant and project manager supporting HMO rate negotiations, 
self-funded medical plan rate setting, self-funded carve-out prescription drug benefits rate 
setting, dental, life, and disability plans for state and local employees, retirees, and 
dependents. Recent special projects have included assistance in preparation and 
evaluation of proposals for vision program vendor procurement. 
 
Client name: North Dakota Public Employees Retirement System (PERS) 
Project name: Health Care Strategy and Procurement 
Role on Project: Lead Client Service Director  
Duration on Project: 5 years 
Description: Provide ongoing health care consulting for PERS health plan offered to more 
than 30,000 state and local employees and retirees. Led project to redesign the health 
care program to encourage other health carriers/administrators to enter the North Dakota 
marketplace to provide competition for the health plans. Provided fiscal notes for 
proposed legislation and testified to legislative committee. Assisted with maintaining 
grandfather status of health plans and provide advice on health reform compliance. 
Assisted with request for proposal process for health plan procurement. 
  
Client name: State of Wisconsin Employee Trust Fund (ETF) 
Project name: Actuarial and Benefits Consulting 
Role on Project: Lead Client Service Director  
Duration on Project: 18 years 
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Description: Lead health consultant supporting HMO rate negotiations, self-funded 
medical plan rate setting, self-funded carve-out prescription drug benefits rate setting, 
dental, life, and disability plans for state and local employees, retirees, and dependents 
(70,000+ contracts). Develop risk adjusted tiering and negotiation process for more than 
15 HMO plans resulting in single digit renewal increases for the past several years. 
Recent special projects have included assistance with request for proposals for 
pharmacy benefit manager (transparent model) and plan design cost reductions as 
mandated by legislature.   
 


EDUCATION 
Information required should include: institution name, city, state,  


degree and/or Achievement and date completed/received. 
 
University of Minnesota 
Minneapolis, Minnesota 
Bachelor of Ar4ts 
1979   
 


CERTIFICATIONS 
Information required should include: type of certification and date completed/received. 


 
Certified Employee Benefit Specialist (CEBS) through the International Society of 
Certified Benefit Specialists (1991) 
Licensed resident accident, health and life agent in the state of Minnesota, since 
1979 
 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax 


number and email address.   
 
Shari Horsman 
Manager, Contract & Networks 
Minnesota Management and Budget 
Phone: (651) 259-3712 
Fax: Not available 
shari.horsman@state.mn.us 
 
Sparb Collins 
Executive Director 
North Dakota Public Employee Retirement System 
Phone: (701) 328-3901 
Fax: Not available 
scollins@nd.gov 
 
Pam Kogler 
Deputy Director, Bureau of Benefits 
Illinois Department of Central Management Services 
(217) 785-8675 
Fax: Not available 
Pam.Kogler@Illinois.gov 
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PROPOSED STAFF RESUME FOR RFP 3211 
A resume must be completed for all proposed prime contractor staff and proposed 


subcontractor staff. 
 


Company Name Submitting Proposal: Deloitte Consulting LLP 


 
Check the appropriate box as to whether the proposed individual is 


 prime contractor staff or subcontractor staff. 
Contractor: X Subcontractor:  


 
The following information requested pertains to the individual being proposed for this 


project. 


Name: John Kessler 
Key 


Personnel: 
(Yes/No) 


Yes 


Individual’s Title: Director  
# of Years in Classification: 12 # of Years with Firm: 15 


 
BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 


Information should include a brief summary of the proposed individual’s professional experience. 
 
Mr. John Kessler is a Director within the Human Capital practice.  He has over 25 
years of experience focused on advising large employers on their health benefits 
and total rewards programs.  John is a leader in Deloitte Consulting’s Employer 
Health Practice.  In this capacity he has advised clients on strategy development, 
program design, vendor selection, implementation, and ongoing 
assessment/management related to their health benefits programs.   
 


RELEVANT EXPERIENCE 
Information required should include:  timeframe, company name, company location, position title held 


during the term of the contract/project and details of contract/project. 
 
Client name: The University of California 
Project name: Health and Welfare  
Role on Project: Lead Engagement Director 
Duration on Project:  15 years 
Description: Comprehensive health benefits program redesign including strategy 
development, bid management, and implementation. Conducted annual contract renewal 
negotiations with health plans using a technical team of actuaries and underwriters   
 


EDUCATION 
Information required should include: institution name, city, state,  


degree and/or Achievement and date completed/received. 
 
University of California, Los Angeles 
Los Angeles, California  
Master of Business Administration 
June 2002 
 
 
University of California, Los Angeles, 6/1989 
Los Angeles, California 
Master of Science in Public Health 
June 1989 
 
Macalester College 
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Saint Paul, Minnesota 
Bachelor of Arts  
May 1987 
 


CERTIFICATIONS 
Information required should include: type of certification and date completed/received. 


 
Licensed resident life, accident and health agent in the state of California since 2006 
 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax 


number and email address.   
 
Mark Esteban 
Director - Health & Welfare Planning and Financials 
University of California Office of the President - Human Resources 
(510) 987-0171 
Fax: Not available 
Mark.Esteban@ucop.edu 
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PROPOSED STAFF RESUME FOR RFP 3211 
A resume must be completed for all proposed prime contractor staff and proposed 


subcontractor staff. 
 


Company Name Submitting Proposal: Deloitte Consulting LLP 


 
Check the appropriate box as to whether the proposed individual is 


 prime contractor staff or subcontractor staff. 
Contractor: X Subcontractor:  


 
The following information requested pertains to the individual being proposed for this 


project. 


Name: Dan Coyle 
Key 


Personnel: 
(Yes/No) 


Yes 


Individual’s Title: Manager 
# of Years in Classification: 1 # of Years with Firm: 7 


 
BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 


Information should include a brief summary of the proposed individual’s professional experience. 
 
Dan Coyle is a Specialist Leader in the Human Capital practice specializing in employer health 
care and group benefits with more than 23 years of experience in the analysis, design, pricing 
and funding of health and welfare benefit plans for both public and private organizations. 
Before joining Deloitte in 2008, he worked with two other benefits consulting firms in Los 
Angeles for seven years each. In addition to his consulting experience, he has seven years of 
property & casualty insurance industry experience. He has significant experience in managing 
projects and client relationships with specific expertise in strategy, compliance, renewal 
management, bid management, and the employer implications of the Affordable Care Act. 
 


RELEVANT EXPERIENCE 
Information required should include:  timeframe, company name, company location, position title held 


during the term of the contract/project and details of contract/project. 
 
Client name: University of California 
Project name: Dental/Vision 
Role on Project: Project Manager 
Duration on Project: 4 years 
Description: Responsible for managing the team that negotiates the University's self-
funded dental and insured renewals each year. Involves vendor negotiations, supervising 
the actuarial team that projects the University's future claim experience, analyzing the 
year-end report, and finalizing the renewal results. 
  
Client name: University of California 
Project name: Health Care Reform 
Role on Project: Project Manager and Subject Matter Specialist  
Duration on Project: 3 years 
Description: Facilitate a monthly cross-department meeting to discuss the implications of 
the Affordable Care Act. Involves detailed original research into the law itself, proposed 
regulations, final regulations, FAQs, and guidance from the Department of Labor, the 
Department of Health & Human Services, and the Internal Revenue Service. 
    
  
Client name: California Society of CPAs 
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Project name: Employee Benefits Consulting 
Role on Project: Client Service Manager 
Duration on Project: 5 years 
Description: Client service manager and day-to-day contact for the Group Insurance Trust 
of the California Society of CPAs, a benefits trust for accountants and accounting firms in 
California. Involves managing and negotiating renewals, updating the Trust on compliance 
issues, managing the team of actuaries that projects the Trust's utilization, and attending 
board meetings to present results. 
    
Client name: Allergan 
Project name: Employee Benefit Consulting 
Role on Project: Project Manager  
Duration on Project: 7 years 
Description: Vendor management, renewal management, and managing the team that 
provides actuarial projections for Allergan's three self-funded medical plans, plus the 
dental, vision, and life/disability plans. 
    


EDUCATION 
Information required should include: institution name, city, state,  


degree and/or Achievement and date completed/received. 
 
Loyola Marymount University 
Los Angeles, CA 
Master of Business Administration 
June 1993 
 
University of California 
Berkeley, CA 
Bachelor of Arts, Social Sciences 
June 1988 
 


CERTIFICATIONS 
Information required should include: type of certification and date completed/received. 


 
California Life and Health Insurance License since 1997 
Certified Employee Benefits Specialist since 1998 
 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax 


number and email address.   
 
Mark Esteban 
Director - Health & Welfare Planning and Financials 
University of California Office of the President - Human Resources 
(510) 987-0171 
Fax: Not available 
Mark.Esteban@ucop.edu 
 
Ron Lang 
CEO  
Group Insurance Trust of the California Society of CPAs 
(650) 522-3250 
Fax: (650) 522 - 3260 
ron.lang@calcpa.org 
 
Bryan Kavanaugh  
Director - North America Benefits 
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Allergan, Inc.  
(714) 246 - 6989 
Fax: Not available  
kavanaugh_bryan@allergan.com 
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PROPOSED STAFF RESUME FOR RFP 3211 
A resume must be completed for all proposed prime contractor staff and proposed 


subcontractor staff. 
 


Company Name Submitting Proposal: Deloitte Consulting LLP 


 
Check the appropriate box as to whether the proposed individual is 


 prime contractor staff or subcontractor staff. 


Contractor: X Subcontractor:  
 


The following information requested pertains to the individual being proposed for this 
project. 


Name: Josh Johnson 
Key 


Personnel: 
(Yes/No) 


Yes 


Individual’s 
Title: Manager 


# of Years in Classification: 3 # of Years with Firm: 3 
 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


 
Josh Johnson is a Manager in the Human Capital practice specializing in employer health 
care and group benefits with more than eighteen years of experience in the analysis, 
design, pricing and funding of health and welfare benefit plans for both public and private 
organizations. Before joining Deloitte in 2012, he worked with another benefits consulting 
firm in Minneapolis for twelve years and as a group underwriter for three years. He has 
significant experience in managing projects and client relationships with specific expertise 
in data analysis, underwriting and benefits pricing, plan design modeling, and benefit 
comparison and analysis. Josh also has significant experience in vendor selection, vendor 
management, renewal negotiations, data management and union negotiation strategies. In 
addition, he has significant experience leading and facilitating strategic planning 
discussions relating to group and health care benefits, including development of 
consumer-oriented plan designs. 
 


RELEVANT EXPERIENCE 
Information required should include:  timeframe, company name, company location, position title held 


during the term of the contract/project and details of contract/project. 
 
Client name: North Dakota Public Employees Retirement System (NDPERS) 
Project name: Group Medical and Pharmacy RFP 
Role on Project: Project management, vendor management, proposal summarization and 
evaluation  
Duration on Project: 3 years 
Description: Reviewed vendor proposals for completeness and summarized results for 
client review. Submitted requests to participating vendors for clarifications and updated 
financial bids. Requested responses and summarized results of network provider 
disruption analysis. Participated in and summarized findings from vendor finalist 
interviews. Prepared summary documentation for board presentations. 
Client name: Minnesota Management & Budget 
Project name: Actuarial & Benefits Consulting 
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Role on Project: Client service manager/ Consultant –Tiered Network Analysis, Bargaining 
Support, Vendor management and negotiations  
Duration on Project: 3 years 
Description: Client Service Manager supporting the Employee Insurance Division for the 
State Employee Group Insurance Programs (SEGIP) including health, dental, life, and 
disability programs for state employees, retirees, and dependents. These projects include 
but not limited to design, development, pricing and implementation of the Minnesota 
Advantage Health Plan.  
    
Client name: State of Wisconsin Employee Trust Fund (ETF) 
Project name: Actuarial and Benefits Consulting 
Role on Project: Client Service Manager  
Duration on Project: 2 years 
Description: Health consultant and project manager supporting HMO rate negotiations, 
self-funded medical plan rate setting, self-funded carve-out prescription drug benefits rate 
setting, dental, life, and disability plans for state and local employees, retirees, and 
dependents. Recent special projects have included assistance in designing a HSA eligible 
high deductible health plan as mandated by legislature. 
    
Client name: State of Iowa Department of Administrative Services (DAS) 
Project name: Employee Benefits Consulting  
Role on Project: Client Service Manager  
Duration on Project: 3 years 
Description: Client service manager providing consulting assistance to DAS in managing 
the benefits provided to more than 30,000 state employees and retirees. Manage projects 
consulting around the various health insurance plans, managed care plans, dental, life, 
disability, and workers compensation. Recent projects include medical plan renewal 
analysis and life/disability vendor procurement. 
    
Client name: Illinois Department of Central Management Services (CMS) 
Project name: Benefits Consulting 
Role on Project: Client Service Manager  
Duration on Project: 2 years 
Description: Health consultant and project manager supporting HMO rate negotiations, self-
funded medical plan rate setting, self-funded carve-out prescription drug benefits rate 
setting, dental, life, and disability plans for state and local employees, retirees, and 
dependents. Recent special projects have included assistance in preparation and 
evaluation of proposals for vision program vendor procurement. 
    
Client name: Commonwealth of Pennsylvania - Office of Administration 
Project name: Employee and Retiree Benefits Consulting 
Role on Project: Client service manager  
Duration on Project: 2 years 
Description: Project management and consulting for the Office of Administration assisting 
in financial projections for the Retired Employee Health Plan, RDS subsidy review, 
collective bargaining support, medical plan rate setting and other projects in support of the 
management of retiree and employee benefit programs. 
 
Client name: Dakota County 
Project name: Employee Benefits Consulting 
Role on Project: Client Service Manager  
Duration on Project: 3 years 
Description: Client service manager and day-to-day contact for the County’s 
benefits team.  Manage and conduct plan design strategy, rate setting, collective 
bargaining support and other projects in support of the County’s benefit 
programs.  Managed vendor procurements for medical, Rx, life, disability and 
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dental plans. Summarized vendor responses for client review. Managed vendor 
responses to follow up questions and final financial requests. Prepared materials 
and presented recommendations to the Board of Commissioners. Assisted during 
implementation process for newly selected vendors. 
    
Client name: Metropolitan Council 
Project name: Facilitation of benefit strategy negotiation with labor management 
Role on Project: Lead consultant, directed plan design and financial analyses, 
facilitated JLMC meetings  
Duration on Project: 3 years 
Description: Facilitated Labor Management Committee meetings. Modeled plan 
design alternatives and negotiated renewals. Provided support during union 
negotiations. Served as day-to-day health plan and group benefits 
contact/resource. 
 


EDUCATION 
Information required should include: institution name, city, state,  


degree and/or Achievement and date completed/received. 
 
University of St. Thomas 
Minneapolis, MN 
Master of Business Administration 
May 2007 
 
Illinois Wesleyan University 
Bloomington, IL 
Bachelor of Arts — Risk Management, Economics 
May 1997 
 


CERTIFICATIONS 
Information required should include: type of certification and date completed/received. 


 
Licensed Life and Health Insurance Producer since 2002 
 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax 


number and email address.   
 
Shari Horsman 
Manager, Contract & Networks 
Minnesota Management and Budget 
Phone: (651) 259-3712 
Fax: Not available 
shari.horsman@state.mn.us 
 
Sparb Collins 
Executive Director 
North Dakota Public Employee Retirement System 
Phone: (701) 328-3901 
Fax: Not available 
scollins@nd.gov 
 
Terri Bopp 
Manager, Human Resources – Benefits 
Metropolitan Council 
Phone: (651) 602-1370 
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Fax: (651) 602-1507 
terri.bopp@metc.state.mn.us 
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PROPOSED STAFF RESUME FOR RFP 3211 
A resume must be completed for all proposed prime contractor staff and proposed 


subcontractor staff. 
 


Company Name Submitting Proposal: Deloitte Consulting LLP 


 
Check the appropriate box as to whether the proposed individual is 


 prime contractor staff or subcontractor staff. 
Contractor: X Subcontractor:  


 
The following information requested pertains to the individual being proposed for this 


project. 


Name: Daniel Plante 
Key 


Personnel: 
(Yes/No) 


Yes 


Individual’s Title: Specialist Leader 
# of Years in Classification: 15 # of Years with Firm: 4 


 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


 
Daniel Plante is a Specialist Leader in the Chicago office of Deloitte Consulting LLP’s 
Healthcare Actuarial group within the Human Capital Practice.  Mr. Plante has over 30 years 
of experience as a health care actuary with expertise in the areas of health and welfare 
benefit plan design, financial analysis, pricing, healthcare consumerism and strategy, 
reserve development, and valuation analysis. 
  


RELEVANT EXPERIENCE 
Information required should include:  timeframe, company name, company location, position title held 


during the term of the contract/project and details of contract/project. 
 
Client name: State of Wisconsin Department of Employee Trust Funds 
Project name: Health Care Actuarial Plan Design and Financial Analyses 
Role on Project: Health Care Actuarial Engagement Manager  
Duration on Project: 4 months 
Description: Provide health care actuarial consulting services in developing employee 
health plan premium rates (self-insured plans), vendor renewal management (fully-insured 
plans), and plan design strategic analyses. 
    
Client name: Commonwealth of Kentucky Department of Employee Insurance 
Project name: Kentucky Employee Health Plan Actuarial and Consulting Services 
Role on Project: Lead Health Care Actuary  
Duration on Project: 6 years 
Description: Provide consulting and actuarial services on employee health care plan 
strategy, financial analyses, legislative coordination, and financial reporting. 
 
Client name: State of Illinois - Central Management Services 
Project name: Actuarial and Benefits Consulting 
Role on Project: Secondary Actuary  
Duration on Project: 1 year 
Description: Dan has served the state of Illinois – Central Management Services for 1 year 
providing the following actuarial support:  
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• Financial and actuarial analysis of  group health initiatives; research and  analysis 
for development of methodologies for group health rates 


• Development of group health contribution, premium, and reimbursement rates for 
group health insurance 


• Data management and financial analysis of information provided for purposes of 
financial reporting  


• Research, analysis, and recommendations of healthcare purchasing best practices 
and industry standards; research and analysis of public and private benefits 
management practices 


• Analysis of claims data against industry standards and recommendations for 
effective strategies to control costs and increase efficiency; analysis of changes in 
benefit plan design, program design, and eligibility requirements 


• Development, implementation, and management of program budgets and finances; 
analysis of cost containment initiatives 


 
EDUCATION 


Information required should include: institution name, city, state,  
degree and/or Achievement and date completed/received. 


 
University of Michigan 
Ann Arbor, Michigan   
MA Actuarial Science  
May 1983 
 
University of Michigan 
Ann Arbor, Michigan   
BS Actuarial Science  
December 1981 
 


CERTIFICATIONS 
Information required should include: type of certification and date completed/received. 


 
Society of Actuaries:  Associate (1985) 
American Academy of Actuaries:  Member (1991) 
 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax 


number and email address.   
 
Mark Esteban 
Director - Health & Welfare Planning and Financials 
University of California Office of the President - Human Resources 
(510) 987-0171 
Fax: Not available 
Mark.Esteban@ucop.edu 
 
Pam Kogler 
Deputy Director of Benefits 
Bureau of Benefits, State of Illinois 
(217) 785-8675 
Fax: Not available 
Pam.Kogler@Illinois.gov 
 
Lisa Ellinger 
Administrator  
Division of Insurance Services  
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Department of Employee Trust Funds, State of Wisconsin 
(608) 264-6627 
Fax: Not available 
lisa.ellinger@etf.wi.gov 
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PROPOSED STAFF RESUME FOR RFP 3211 
A resume must be completed for all proposed prime contractor staff and proposed 


subcontractor staff. 
 


Company Name Submitting Proposal: Deloitte Consulting LLP 


 
Check the appropriate box as to whether the proposed individual is 


 prime contractor staff or subcontractor staff. 
Contractor: X Subcontractor:  


 
The following information requested pertains to the individual being proposed for this 


project. 


Name: Michael de Leon 
Key 


Personnel: 
(Yes/No) 


Yes 


Individual’s Title: Specialist Leader 
# of Years in Classification: 9 # of Years with Firm: 18 


 
BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 


Information should include a brief summary of the proposed individual’s professional experience. 
 
Michael leads Deloitte’s State and Local retirement actuarial practice.  He has 
focused his career on providing actuarial consulting to public sector pension and 
post-retirement healthcare plans.  Michael’s experience includes cost-reduction 
strategies, funding policy, plan design, GASB actuarial valuations, experience 
studies, actuarial audits, bargaining support, legislative testimony, and expert 
witness testimony. 
 


RELEVANT EXPERIENCE 
Information required should include:  timeframe, company name, company location, position title held 


during the term of the contract/project and details of contract/project. 
 
Client Name: University of California  
Project Name: Health & Welfare Consulting 
Role on Project: Lead Retirement Actuary 
Duration on Project: 11 years 
Description: GASB 43/45 valuations, retiree health consulting, plan design, 
funding strategies, cost allocation, experience studies. 
 
Client Name: State of Minnesota  
Project Name: Actuarial & Benefits Consulting 
Role on Project: Lead Retirement Actuary 
Duration on Project: 8 years 
Description: GASB 43/45 valuations 
 
Client Name: State of Iowa 
Project Name: Employee Benefits Consulting 
Role on Project: Lead Retirement Actuary  
Duration on Project: 8 years  
Description: GASB 43/45 valuations 
 
Client Name: Commonwealth of Pennsylvania  
Project Name: Employee and Retiree Benefits Consulting 
Role on Project: Retirement Actuary  
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Duration on Project: 1 year 
Description: GASB 43/45 valuations, retiree health consulting, plan design, 
funding strategies, cost allocation, experience studies 
 


EDUCATION 
Information required should include: institution name, city, state,  


degree and/or Achievement and date completed/received. 
 
Georgia State University 
Atlanta, GA,  
Bachelors of Business Administration in Actuarial Science 
June 1997 
 


CERTIFICATIONS 
Information required should include: type of certification and date completed/received. 


 
Enrolled Actuary – 2001 
Member of the American Academy of Actuaries – 2001 
Fellow of the Conference of Consulting Actuaries – 2006 
Associate of the Society of Actuaries – 2012 
 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax 
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Accelerating the adoption  
of connected health
Executive summary
The demand for value and an increasingly competitive 
environment are prompting many health care organizations 
to find new and more effective ways to improve care 
delivery. This includes making services more accessible 
and potentially less expensive by enabling patient-provider 
connectivity “anytime and anywhere.” Specifically, these 
health care organizations are exploring ways to: 


1. Facilitate communication between providers  
and consumers, 


2. Engage consumers, and 


3. Support prevention and management of chronic  
care outside traditional settings. 


Connected health (cHealth) is technology-enabled integrated 
care delivery that allows for remote communication, 
diagnosis, treatment, and monitoring. An important goal 
of an effective, patient-centered cHealth approach is to 
improve digital connectivity between providers and patients 
to allow individuals to access the care they need, anytime 
and anywhere.


cHealth solutions span applications (apps), smart devices 
(wearable and non-wearable), aggregation platforms, and 
analytics, creating business models across the “information 
value loop” (Figure 1). 


Are health care providers and consumers ready for this 
transformation? Findings from the Deloitte Center for 
Health Solutions’ annual surveys of physicians and health 
care consumers show that consumers’ interest in health 
technologies still exceeds their use, but the gap is slowly 
closing. And while most physicians are interested in 
cHealth and believe it has clinical value, many are not  
yet convinced about its ability to monitor patients’ 
conditions and adherence.


 
Deloitte analysis shows that a well-planned cHealth 
strategy that uses remote monitoring and telehealth for a 
targeted, high-cost patient population has the potential to 
increase health care cost-effectiveness under value-based 
payment models such as accountable care organizations 
(ACOs) or global capitation. This paper features cHealth 
scenarios applied to patients with congestive heart failure 
(CHF), a common and costly chronic condition in the US. 
Deloitte analysis suggests that using cHealth strategies such 
as remote patient monitoring or telehealth for a patient 
with CHF might save between $1,054 and $1,956 per 
patient per year. 


As used in this document, “Deloitte” means Deloitte LLP and its subsidiaries. Please see www.deloitte.com/us/about for a detailed description of the legal 
structure of Deloitte LLP and its subsidiaries. Certain services may not be available to attest clients under the rules and regulations of public accounting.


Figure 1: cHealth solutions create business models across the “information 
value loop” that can help improve the patient journey


Scale
Scope


Frequency
Timeliness
Security


Analyze


Act


Create


CommunicateAggregate


Standards


Network


Augmented 
behavior Sensors


Augmented 
intelligence


Source: Deloitte analysis







2


Across the spectrum of care, cHealth strategies may help 
to reduce costs and improve health outcomes, patient 
satisfaction, and long-term consumer engagement. Yet, 
data integration challenges, privacy and security concerns, 
and provider resistance to adopt new business models 
have slowed cHealth adoption. Consumer demand and 
expectations, and the public and private sectors’ rapid 
uptake of value-based care (VBC) initiatives are changing the 
landscape for cHealth. In response, technology developers 
and health care organizations should consider the potential 
of cHealth savings, the investment costs for new cHealth 
technology, and targeted strategies for the patients who 
may benefit most.


 


In the world of connected health, the combination of sensors, networks, standards, 
augmented intelligence, and consumer behavior are creating opportunities to impact 
and improve the patient journey. Key objectives of cHealth include:


• Improve digital connectivity among consumers, providers, health plans, and life 
sciences companies.


• Facilitate self-managed care, with the help of technology-enabled solutions, in a 
secure environment that protects consumer privacy.


• Deliver care outside the traditional clinical setting, potentially providing better  
access to care at a lower cost.


• Assist chronic care management and improve population health outcomes.
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Introduction 
Joe is retired and lives alone. Prone to falls, his family 
is relieved that he has a wearable device that can track 
his movement, sense a fall, and call an ambulance or 
emergency call center while sending all related data 
immediately to the hospital and his physician. Joe also 
has multiple chronic conditions that can be complicated 
to manage. His daughter helps him — she can access his 
lab results using her mobile phone and view the report. 
She also can read the consultation notes from his last 
appointment and schedule his next visit using the same app.


Scenarios like Joe’s provide a glimpse into the future of 
cHealth. Already, digestible, embedded, and wearable 
sensors that work like a thin e-skin are being developed; 
some have even hit the market. These sensors are starting 
to measure important health parameters and vital signs 
— temperature, blood markers, and even neurological 
symptoms — 24 hours a day. They can automatically 
transmit health data to the cloud and send real-time  
alerts to all stakeholders. 


The promise of cHealth is exciting but remains far from 
being fully realized; mostly because the marketplace lacks 
strong incentives for providers, payers, and consumers to 
fully embrace cHealth technologies. The health care system 
is straddling two canoes as the shift from volume to value 
takes place. Providers and life sciences companies are under 
increasing pressure to demonstrate value and contain costs, 
while the federal government and private sector payers pursue 
ambitious goals for transitioning to value-based reimbursement 
models. Many providers still operate in a fee-for-service (FFS) 
world,1 and while widespread adoption of electronic health 
records (EHRs) is occurring,2 the transition to a value-based, 
connected health care system is in its early stages. 


Other hurdles to cHealth adoption will need to be overcome. 
Consumers want to know how their data is being used and 
assurance that the data is private and secure.3 Physicians 
want to see that the data produced by cHealth aids clinical 
decision support in meaningful, actionable ways; they also 
will need to incorporate cHealth technologies like email and 
telemedicine into their workflow. 


An aging population, increased incidence of chronic 
diseases, shifts in care delivery, and market and technology 
disruptions by non-traditional players are prompting 
many health care industry leaders to explore new ways of 
doing business and engaging informed and empowered 
consumers. Various cHealth solutions may help providers 
improve care and curb costs but, for now, providers are 
proceeding cautiously and uptake has been slow. According  


 
to findings from Deloitte’s 2015 Survey of US Health Care 
Consumers, use of digital tools to help consumers adhere to 
their treatment plan is low but appears to be rising. Among 
surveyed consumers who take prescription medications, 13 
percent report receiving electronic alerts or reminders; this 
ranges from five percent of Seniors, up to 29 percent of 
Millennials. Over half of current medication users express 
interest in using technology to prompt them to take their 
medication; 42 percent say they haven’t yet tried this kind of 
support.4 


Traditionally, much of the US health care system has been 
organized around acute care and providers are paid for 
acute care procedures. Recent activity in both public and 
private insurance markets indicates that the system is 
moving towards more accountable care, where providers 
are responsible for a population and payment is based on 
outcomes.5 In this evolving system, value and payment 
are based, in part, on avoiding hospital readmissions and 
reducing complications through early detection of risks. 
Although there is potential for cHealth to play a large role 
in VBC, stakeholders in the cHealth ecosystem are seeking 
clarity around regulatory guidance and standards, as well  
as observing how the reimbursement landscape continues 
to reshape itself. 


 


Payment models 
Value-based payment models aim to reduce spending while improving health care 
quality and outcomes. Organizations are implementing value-based payment as an 
alternative to traditional FFS approaches. Models include:


• Shared-savings: Generally, an organization is paid using the FFS approach, but at 
the end of the year, total spending is compared with a target. If the organization’s 
spending is below the target, it can share some of the difference as a bonus.


• Bundles: Instead of paying separately for the physician, hospital, and other services, 
a payer bundles payment for services linked to a particular condition, reason for 
hospital stay, and period of time. An organization can keep the money it saves via 
reduced spending on some care components in the bundle.


• Shared-risk: In addition to sharing savings, if an organization spends more than the 
target, it must repay some of the difference as a penalty.


• Global capitation: An organization receives a per-person/per-month (PP/PM) 
payment intended to pay for all of the individual’s care, regardless of the services 
they use.
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Case Study 
Beyond the buzzwords: Moving toward VBC
 
Blackford Middleton is Chairman of the Board of Directors of the American Medical 
Informatics Association. He previously directed health IT initiatives at Vanderbilt and 
Partners Healthcare. According to Dr. Middleton, the US Department of Health and 
Human Services’ (HHS) recent initiatives to speed the transition from volume- to 
value-based care are changing the landscape around cHealth. In 2014, Medicare paid 
providers and physicians $362 billion under the traditional, non-Medicare Advantage 
program. In early 2015, HHS announced that, by 2018, it aims to have 90 percent of 
all payments in the traditional program tied to quality and value, and 50 percent of 
Medicare payments overall tied to quality or value through alternative payment models 
such as ACOs and bundled payment arrangements.6 HHS has adopted a payment 
taxonomy framework to guide its efforts and measure the outcome. The more 
advanced categories build alternative payment models into FFS arrangements or  
can encompass population-based payments.


Dr. Middleton says, “Those goals have put a flag in the sand that we are without a 
doubt moving quickly towards a value-based care model. And provider organizations 
are gradually waking up and figuring out how they can provide care that will meet these 
expectations.” Dr. Middleton notes the significance of this VBC-initiative as a tipping 
point for change. Of all the interesting and transformative activities happening in health 
care, he is most excited about the HHS initiatives to accelerate the adoption of VBC. 
Alternative payment models such as bundled payments or ACOs enable providers  
to own some degree of risk, and this may prompt them to mitigate exposure to 
unexpected costs. 


Dr. Middleton concludes, “The idea of the engaged patient is powerful;” but that the 
health care system has to be thoughtful about what kind of remote monitoring is truly 
valuable. The focus on all the ‘buzzwords’ in health care is starting to come to fruition, 
as providers move towards making care more patient-centered, with an increasing  
focus on prevention and wellness. 
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What is the incentive for health care organizations  
to invest in cHealth? 
An aging US population and rising rates of chronic disease 
mean increasing costs for associated hospital and emergency 
room (ER) visits. According to a Deloitte physician panel,i 
adopting cHealth strategies has the potential to reduce the 
costs of chronic care treatment by encouraging self-care, 
keeping patients out of the hospital and ER, increasing drug 
adherence, and reducing adverse drug interactions. Such 
cost savings might encourage health organizations to further 
invest in cHealth opportunities, if they are paid under VBC 
models that allow them to share savings.


We used data from the Medical Expenditure Panel Survey 
(MEPS), a comprehensive, national snapshot of specific 
health services, to examine typical care patterns and costs 
for common chronic conditions. MEPS includes data on 
frequency of services use, cost of services, payment method, 
and the cost, scope, and breadth of health insurance held by 
and available to US workers. Figure 2 provides a snapshot of 
cardiac conditions, diabetes, asthma, and Chronic Obstructive 
Pulmonary Disease (COPD), chronic illnesses that are 
associated with a high cost of health care services, including 
ER use, hospital stays, and prescription medications.


According to the Centers for Disease Control and Prevention 
(CDC), cardiovascular disease is the leading cause of death 
in the US for both men and women — about 610,000 
people die of cardiovascular disease every year. We looked 
at the potential for cHealth strategies to change treatment 
costs for CHF, a common type of cardiovascular disease. 
About 5.1 million people in the US have CHF, resulting in 
an estimated $25 billion per year in direct health care costs. 
This total is estimated to increase to $30 billion by 2020 
and $47 billion by 2030.7 We focused on how adoption 
of remote patient monitoring (RPM) and telehealth might 
affect spending for CHF and provide financial incentives for 
providers to make the related investments, given different 
VBC payment models.


Figure 2: Cost of health care services across cardiac conditions, diabetes,  
asthma, and COPD


Conditions
Hospital 
visits


Emergency 
visits


Prescribed 
drugs


Cardiac 
conditions


Cost ($)/ 
1,000 users


$826K $196K $431K


No. of visits/ 
1,000 users


2,979 140 —


Diabetes


Cost ($)/ 
1,000 users


$313K $25K $1,364K


No. of visits/ 
1,000 users


2,935 32 —


COPD/ 
Asthma


Cost ($)/ 
1,000 users


$566K $61K $555K


No. of visits/ 
1,000 users


1,805 75 —


Source: MEPS* data, 2012; N ~ 39,000
* MEPS is a set of large-scale surveys of families and individuals, their medical providers (doctors, hospitals, 
pharmacies, etc.), and employers across the US.


i We interviewed a group of physicians from Deloitte with expertise in cHealth strategies and experience working with providers and health systems in 
cHealth integration. We presented them with data from the MEPS on typical care patterns and costs for common chronic conditions, including heart 
disease and diabetes, and asked them how certain cHealth strategies, including RPM and telehealth, may influence these care patterns and costs.
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Remote patient monitoring
RPM technologies enable patient monitoring outside of 
conventional clinical settings. RPM uses digital technologies 
to collect health data from an individual in one location and 
digitally transmit that information securely to a health system in 
a different location. RPM has the potential to improve patients’ 
satisfaction with care; reinforce adherence to complex medical 
regimens for patients on multiple prescriptions; and help 
patients track and monitor their health, including signs and 
symptoms that may trigger the need for medical care.


For example, one program using RPM for cardiac care 
allows a health system to provide home-based care for 
patients with heart failure. These devices frequently collect 
and transmit back health data such as vital signs, weight, 
heart rate, pulse, and blood pressure. This process might 
enable health systems through centralized monitoring 
centers to more effectively assess patient status and  
provide real-time care and patient education. With more 
frequent monitoring and outreach, patients also may 
become more engaged in their care. A critical component  
of RPM is to ensure that the technology is user-friendly and 
well-integrated into the patient’s routine and workflow.


Research literature has produced a number of estimates  
for potential RPM-generated savings:


• According to one estimate, RPM might save nearly  
$200 billion across all conditions over the next 25 years, 
mainly by managing chronic care in the US.8 


• Another estimate states that RPM can reduce costs  
for elder care in rural areas by 25 percent.9  


Turning to the example of CHF, Deloitte’s panel of physician 
experts and research literature evidence agreed that RPM 
technologies could reduce some types of spending for patients 
with CHF. Some of the pilot studies estimated that RPM has the 
potential to reduce CHF-associated hospital visits by as much as 
65 percent and ER visits by as much as 77 percent. The panel 
observed that those projections may be too optimistic and 
provided a more moderate projection of around 35 percent 
reduction in hospital visits and around 50 percent in ER visits 
over the next five years due to RPM adoption. 
 
According to Deloitte analysis of the CHF patient data 
(Figure 3), a health system with 150 CHF patients for whom 
providers are paid under an ACO program with shared 
savings might save between $79,000 and $146,000 per year 
with a successful RPM initiative, assuming a shared savings 
rate of 50 percent and not factoring in the investment costs. 
For a health system managing a CHF population under 
a global capitation model, an RPM initiative might yield 
savings of $158,000 to $292,000 per year. Assuming  
100 percent adoption, we found that RPM might save 
$5.38-$9.94 billion for US patients with CHF per year.


Figure 3: Business case for RPM adoption for CHF patients under different VBC payment models


Share of total 
spending (%)


Spending per 
capita ($)


Optimistic 
estimate for 
savings (%)


Saving 
amount ($)


Less optimistic 
estimate for 
savings (%)


Saving 
amount ($)


Number of people with CHF 5.1 million — — — — — —


Total spending $25 billion — $4,902 — — — —


Hospital visits $15 billion 60% $2,941 65% $1,912 35% $1,029


ER visits $250 million 1% $49 77% $38 50% $25


Potential annual savings per capita due to RPM adoption in the US $1,950 $1,054


Scenario 1: A health system has 150 CHF patients under an ACO program which has a 50 percent savings formula.


Savings for hospital under ACO program, per year $975 * 150 ~ $146K $527 * 150 ~ $79K


 


Scenario 2: A health system operates under a global capitation model and is managing a population of 150 CHF patients. The hospital receives  
per-person payment regardless of the services they use so the total savings would be the savings generated for the entire managed population. 


Savings for hospital under global capitation, per year $1,950 * 150 ~ $292K $1,054 * 150 ~ $158K


Source: American heart association, 2010; Center for disease control and prevention, 2010; Deloitte analysis


The sensors and devices 
used in RPM are often 
associated with the 
suite of technologies 
described as the Internet 
of Things (IoT). By 
making measurement 
and analysis automatic, 
IoT applications promise 
to help improve and 
personalize care — and 
create new value for 
industry players. 


To see how health care 
organizations can put 
this particular aspect 
of cHealth to work, 
overcome the hurdles 
to implementation, 
and realize the benefits 
outlined above, please 
see No appointment 
necessary: How the IoT 
and patient-generated 
data can unlock health 
care value. 



http://dupress.com/articles/internet-of-things-iot-in-health-care-industry/?coll=11711

http://dupress.com/articles/internet-of-things-iot-in-health-care-industry/?coll=11711

http://dupress.com/articles/internet-of-things-iot-in-health-care-industry/?coll=11711

http://dupress.com/articles/internet-of-things-iot-in-health-care-industry/?coll=11711

http://dupress.com/articles/internet-of-things-iot-in-health-care-industry/?coll=11711
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Telehealth
Telehealth is the use of electronic information and 
telecommunications technologies to support long-distance 
clinical health care and patient and professional health-
related education. Telehealth lets health care providers 
connect with patients and consulting practitioners across 
vast distances. A typical telehealth program for cardiac care 
would provide patients with multiple phone or video sessions 
in which health care professionals guide their treatment, 
provide psychological support, and monitor their progress.10 


The US Department of Veterans Affairs (VA) provides care 
through different telehealth applications to more than 
717,000 patients with 2,100,000 telehealth consultations. 
The VA attributes a 54 percent reduction in hospital days, 
32 percent reduction in hospital admissions, and savings 
of $2,000 per year per patient to its telehealth strategy.11 
Recent studies also show that telehealth visits are associated 
with lower costs than traditional in-office visits and could 
result in Medicare savings.12 


Deloitte’s physician panel and the research literature evidence 
support the adoption of telehealth to improve outcomes 
for patients with CHF over the next five years. Some of the 
pilot studies estimated that telehealth has the potential to 
reduce CHF-related hospital visits by as much as 65 percent 
and ER visits by as much as 90 percent. Our panel observed 
that those projections may be too optimistic, and provided a 
more moderate projection of around 35 percent reduction in 
hospital visits and around 70 percent in ER visits over the next 
five years due to adoption of telehealth.


 
According to Deloitte analysis of the CHF patient data 
(Figure 4), a health system with 150 CHF patients who 
are cared for under an ACO program might save between 
$80,000 and $147,000 per year with a successful telehealth 
initiative, assuming a shared savings rate of 50 percent and 
not factoring in the investment costs. For a health system 
managing a population under a global capitation model, 
adopting a telehealth-based cHealth initiative could result in 
savings of $160,000 to $293,000 per year for this specific 
population. Assuming 100 percent adoption, we found that 
telehealth might save $5.43-$9.98 billion per year for US 
patients with CHF.


We do not provide an estimate of potential savings 
resulting from reduced readmissions but acknowledge  
that some of the CHF-associated hospitalizations in our 
data may be readmissions.


For health systems operating under a bundled payment 
model, the RPM and telehealth initiatives may not generate 
any savings. This is because, under this model, payment 
is linked to a particular condition and episode, and not to 
preventing hospitalizations or reducing care following a 
hospitalization.


Figure 4: Business case for telehealth adoption for CHF patients under different VBC payment models


Share of total 
spending (%)


Spending per 
capita ($)


Optimistic 
estimate for 
savings (%)


Saving 
amount ($)


Less optimistic 
estimate for 
savings (%)


Saving 
amount ($)


Number of people with CHF 5.1 million — — — — — —


Total spending $25 billion — $4,902 — — — —


Hospital visits $15 billion 60% $2,941 65% $1,912 35% $1,029


ER visits $250 million 1% $49 90% $44 70% $34


Annual savings per capita due to telehealth adoption in the US $1,956 $1,064


Scenario 1: A health system has 150 CHF patients under an ACO program which has a 50 percent shared savings formula.


Savings for hospital under ACO program, per year $978 * 150 ~ $147K $532 * 150 ~ $80K


 


Scenario 2: A health system operates under a global capitation model and is managing a population of 150 CHF patients. The hospital receives  
per-person payment regardless of the services they use, so the total savings would be the savings generated for the entire managed population.  


Savings for hospital under global capitation, per year $1,956 * 150 ~ $293K $1,064 * 150 ~ $160K


Source: American heart association, 2010; Center for disease control and prevention, 2010; Deloitte analysis


Recent Deloitte analysis shows that a connected health strategy that includes physician 
extender visits, e-visits, and retail clinics could enable the physician to become 15-25 percent 
more efficient and productive, as they can delegate tasks and take care of more patients.13 
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Case Study
Connected health strategies to enhance the patient experience


Neil Evans, MD, is the Co-Director, Connected Health (Clinical Director) for the Office 
of Information and Analytics (OIA) at the Veterans Health Administration (VHA) and 
the Associate Chief of Staff for Informatics, Washington, D.C., VA Medical Center. 
Dr. Evans and his team are leading the effort to improve services to veterans, their 
families, and caregivers by increasing access, fostering continuity, and promoting patient 
empowerment through electronic health technologies. Dr. Evans describes a basic 
cHealth framework under which the team works that involves increasing access to care 
and improving care delivery at the right time. 


A critical component of any cHealth strategy is not losing sight of the importance of the 
patient and provider relationship, Dr. Evans explains. The technology needs to be usable 
and easily integrated into the patient’s and provider’s lives, but beyond that, patients on 
their health journey value personal relationships. Technology and data collection are only 
one part of a cHealth strategy — the human element and the trust must be there for the 
value proposition to be clear to the patient. Transparency, connectedness, and the ability 
for patients to feel like they are better at understanding and being able to manage 
their own health is the way that cHealth strategies extend the reach of the health care 
system. For some, this could be making health care system transactions easier. Many 
consumers want to manage tasks such as booking appointments and filling prescriptions 
on their own. These types of cHealth services can enhance the patient experience and 
may improve system efficiency. 


Beyond transactions, some consumers want the ability to communicate with their care 
team over the phone, through secure emails, text, and video chat. Having access to real-
time, synchronous expert care through telehealth can help improve access to care, the 
patient experience, care delivery and, ultimately, health outcomes.


The VA has published some results of its home telehealth programs for non- 
institutionalized care patients with chronic conditions, and the studies show that the 
programs have resulted in sizable declines in several health care cost drivers (e.g., ER 
visits and admissions).14 In addition, individuals who would have long-term or frequent 
hospital admissions are able to live independently in their homes. While the VA is an 
integrated health system, Dr. Evans notes that there are elements of its successful 
cHealth programs that are scalable to other organizations. As the shift towards VBC 
models continues and more consumers enroll in ACOs and other quality-based payment 
models, cHealth can be an important part of the value equation. 


One critical success factor is scale and segmentation: certain cHealth strategies, such 
as remote monitoring and telehealth, may not make sense for all patients. The cHealth 
strategy should be scaled across targeted populations based on certain risk factors and 
other characteristics. The right clinical teams need to be in place, as well.
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Mobile health
Mobile health (mhealth) is the utilization of mobile 
technologies to provide health related solutions across  
the patient journey. Deloitte’s 2015 Survey of US Health 
Care Consumers finds that 13 percent used video, 
computer programs, or mobile apps to learn about 
treatment options and 17 percent are very interested in 
doing so in the future. The same survey also notes that  
23 percent of those with major chronic conditions use 
mobile apps to refill prescriptions.15 


mHealth strategies have the potential to improve quality 
and consumer satisfaction as well as reduce costs. Some 
organizations are investing in mHealth for many reasons — 
with smartphone use on the rise consumers are interested in 
using mobile technology to better manage their health care. 
Health plans are developing or investing in applications that 
enable consumers to track health and fitness goals, refill 
prescriptions, set medication reminders, find health care 
information, make health care pricing more transparent, 
locate nearby providers and urgent care facilities, and  
make secure payments for services.


 


Mobile health strategies can have a positive impact on 
patient activation and engagement and play a role in 
achieving better clinical outcomes. However, regardless of 
the end user — patient or physician — mHealth technology 
needs to be easy to operate, and patients and providers 
need to understand how the information is being used.


Figure 5: The patient journey experience will continue to evolve as cHealth solutions are adopted by more patients and providers


Source: Deloitte analysis
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Interest in cHealth is strong, but uptake  
challenges remain
Among surveyed US physicians, interest in mHealth is  
strong, with access to clinical information as the most- 
cited benefit. The 2014 Deloitte Survey of US Physicians 
examined physicians’ current use and overall views of 
mHealth technologies (defined in the survey as use of 
mobile devices), meaningful use, and electronic health 
records (EHRs). The survey shows that:


• Nine out of 10 physicians are interested in mHealth 
technology and believe it has clinical value.


• Twenty-four percent of physicians report using  
mHealth; of these, 49 percent use mHealth daily.


• Thirty-eight percent of physicians are not convinced  
that monitoring patients’ conditions/adherence is  
a benefit of mHealth, despite a high interest in 
monitoring from consumers (60 percent).


 
 
Deloitte consumer survey data shows that, increasingly, 
consumers are using personal health devices, websites, and 
mobile apps to track changes in their health, receive alerts, 
transmit health data, and pay their medical bills. Deloitte’s 
recent paper, Health care consumer engagement: no 
“one-size-fits-all approach,” provides findings on trends in 
consumers’ use of online resources and health technologies 
from the Deloitte Center for Health Solutions’ 2008–2015 
surveys of US health care consumers. The 2015 survey 
shows that 74 percent of consumers with major chronic 
conditions are very interested or somewhat interested in 
monitoring technologies for health issues. That said, only 
47 percent of those who are interested have actually used 
technology to monitor their health issue, which shows that 
a gap exists between interest and use.


Many stakeholders across the health care system are leveraging cHealth solutions to engage consumers  
in new and different ways.


Provider organizations have traditionally supplied patient care, but many are now growing their  
telehealth and disease management capabilities.


Telecom companies such as Qualcomm and Verizon are interested in real-time monitoring of  
chronic health conditions.


Research organizations such as Mayo Clinic are becoming active in real-time monitoring of  
chronic conditions, as well as wellness apps.


Pharmacies/pharmacy benefit managers (PBMs) are using apps to increase medication  
adherence capabilities.


Health plans are developing apps to help members make online payments, find physicians,  
access general health information, review patient records, and track fitness activities.
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Regulatory landscape
Regulators have begun to change laws and regulations 
to encourage adoption of cHealth, but key issues remain 
around privacy and data security, payment, and interstate 
medical practice. 


Privacy concerns and data security: The permeability 
of digital technologies has permitted widely publicized 
unauthorized access, undermining patient and provider 
confidence. Among mitigating efforts is California Assembly 
Bill 658, signed into law in 2013, which extends consumer 
medical information privacy protection to mobile apps.16 


Payment to providers for cHealth applications: Medicare 
currently pays for telehealth services when the patient being 
treated is in a Health Professional Shortage Area (HPSA) or 
in a county that is outside of any Metropolitan Statistical 
Area (MSA), as defined by the Health Resources and Services 
Agency (HRSA) and the US Census Bureau, respectively. The 
telehealth site must be a medical facility, such as a physician’s 
office, hospital, or rural health clinic, and not the patient’s 
home. Medicare will only pay for “face-to-face” interactive 
video consultation services in which the patient is present, 
and does not cover store-and-forward applications as they 
do not typically involve direct interactions with patients. 
(Medicare does cover store-and-forward applications,  
such as tele-dermatology, in Alaska and Hawaii.)


Private payers vary in their coverage policies. Some will pay 
for a wide variety of telehealth services and others have 
not yet developed a policy, so payment may require prior 
approval.17 UnitedHealth Group offers telemedicine visits for 
three different provider networks that connect clinicians and 
patients via mobile device, tablet, or computer. The program 
may cover as many as 20 million of UnitedHealth’s members 
by next year. In 2014, Cigna partnered with MDLive to 
provide access to PCPs. More than 80 percent of Cigna’s 
clients have access to its “virtual house call” program. Aetna 
has had a relationship with a national telehealth vendor 
since 2011 and plans to expand telehealth to behavioral 
health care providers in the near future.18 


State-licensure issues: According to a recent report,19 10 
state medical boards issue special licenses or certificates 
related to telehealth. The licenses could allow a provider in 
one state to render services via telemedicine to a patient 
in another state, or allow a clinician to provide services via 
telemedicine in a state if certain conditions are met (such 
as agreeing to not open an office in that state). Currently, 
24 states and the District of Columbia have active laws that 
govern private payer telehealth reimbursement policies. Not 
all of these laws mandate reimbursement and some (not all) 
private payer laws require that the reimbursement amount 


for a telehealth-delivered service be equal to the amount 
that would have been reimbursed had the same service 
been delivered in person.


Mobile health regulations cut across many agencies: 
The Office of the National Coordinator (ONC) coordinates 
nationwide efforts to implement and use the most advanced 
health information technology and the electronic exchange 
of health information. The Food and Drug Administration 
(FDA),20 Federal Trade Commission (FTC),21 and Federal 
Communications Commission (FCC)22 are monitoring 
the connected health landscape and have worked with 
stakeholders to issue (and continually update) guidance. 


This spring, the Texas Medical Board voted to greatly restrict the practice of telemedicine 
in the state. The Texas Medical Association and other groups representing doctors in  
the state strongly supported the new restrictions because of patient safety concerns, 
even as telehealth advocates promote its benefits as a safe, affordable, and convenient  
health care option.


While many states are easing restrictions on telemedicine, and requiring insurers to pay 
for it due to primary care physician (PCP) shortages and pressure to increase convenient 
access to medical care, this example shows that the debate around telehealth is not over. 


Regulators have begun to change laws  
and regulations to encourage adoption  
of cHealth, but key issues remain around 
privacy and data security, payment, and 
interstate medical practice. 
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Case study 
Investing in the future of cHealth


Jeroen Tas is CEO of the Philips Healthcare Informatics Solutions and Services Business 
Group. Tas and his team have evolved IT to become a fundamental enabler of growth 
for Philips as a real-time, connected company. Philips differentiates itself from others in 
the connected health space by having a range of health care professional and consumer 
offerings that can combine clinical and personal health data across the continuum to 
encourage prevention and healthy living, to speed diagnosis and treatment, and to 
enable better recovery and home care. 


According to Tas, because so much of our overall health care spend is on chronic 
disease and is influenced by behavior related to nutrition, exercise, sleep, and alcohol 
intake, people can benefit from “behavioral nudges” to keep them on the right track: 
“We know what is right for us, and the digital world offers tools that can help prompt 
people to take their medication on time, monitor and measure themselves, and pick up 
warning signs.” He notes that the advertising industry spends billions of dollars on ads, a 
kind of behavioral nudging, which is, in part, why Philips is working with Salesforce.com 
to use their software in the company’s health care solutions. 


One goal of Philips’ investment in connected health is to support older individuals in their 
remaining years and help them lead a dignified life under increasing constraints. Products 
include a wearable pendant with built-in sensors that detect falls and subsequently 
trigger a built-in cellular transceiver to place an outbound call to a response center. Other 
products alert individuals to take their medication at the prescribed time of day. When 
they’ve forgotten to do so, the products can send alerts to caregivers such as home 
nurses. They are also able to track medication compliance over a longer period of time. 
The products can provide comfort and reassurance, and can help people avoid ER visits, 
the most expensive part of a hospital stay.


Tas remarks that a major focus for the life sciences industry is finding ways to improve 
its understanding of individual patients, such as their genetic dispositions and symptoms 
and how they react to medications. Life sciences companies want the ability to go 
beyond clinical trials and compare data from large groups of patients using real-world 
evidence. Tas says, “This capability will allow companies to be much more precise in 
how we design medications. It is a very different model than the blockbuster drug 
model. It takes into account very specific conditions and patient profiles. Making this 
kind of change will be a long road, but most of the companies are pursuing these 
kinds of directions. They are looking to connect devices people are using — such as 
insulin pumps and ventilators — with blue tooth capabilities.” He notes that patients 
must opt-in to these programs but evidence shows they are willing to do so if there are 
privacy and security safeguards, and they see the benefits of sharing their data. “We will 
get a much richer picture of patients for these kinds of efforts,” he concludes.


Tas is optimistic about the future of connected health: “Change is occurring, but it 
won’t happen overnight. The set-up and organization of care, and the way providers 
are being paid, all have to change. Change is never easy, and not everyone wants it, but 
everywhere around the world, it is happening.”
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Conclusion
This analysis shows that a well-thought-out cHealth strategy 
using RPM and telehealth for a population of patients with 
CHF can be cost-effective when integrated with value-based 
payment models such as ACOs and global capitation. Further, 
these scenarios illustrate how a provider might think through 
investing in individual cHealth strategies for a particular 
population of high-cost patients. Combined with the case 
studies featuring leaders in cHealth, these scenarios show it is 
possible to imagine a future in which health care stakeholders 
see the value in implementing the full spectrum of cHealth 
strategies across targeted chronic care populations and at 
different points throughout the patient journey.
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Anita develops an emerging health 
concern and searches online to learn more 
about possible diagnoses, treatments, and 
area doctors. She selects a provider after 
comparing several on measures of quality 
and price; schedules an appointment online; 
and comes prepared to talk with the doctor 
about treatment options. Later, she avoids a 
trip back to the doctor’s office by accessing 
her medical records online from home, 
sending a question to her doctor via email, 
and ordering a prescription refill online. 
Sticking to the care plan for her newly 
diagnosed chronic condition is easy with 
support from a self-monitoring device that 
gives her personalized alerts and reminders. 


Imagine a future in which more consumers engage with the 
health care system like Tom and Anita do — a future that 
holds the promise of more effective, efficient, and satisfying 
care experiences and better health outcomes for those 
individuals and the accountable care populations to which 
they belong. 


Executive summary
The health care industry continues to invest in the 
development of online information resources, mobile 
applications, and personal health devices. These tools 
are designed to increase “consumer engagement” — to 
help individuals take action to improve their health, make 
informed decisions, and engage effectively and efficiently 
with the health care system. 


New findings from the Deloitte Center for Health Solutions 
2015 Survey of US Health Care Consumers provide evidence 
that consumer engagement is trending upward in three 
important areas — partnering with providers, tapping online 
resources, and relying on technology. Although the overall 
pace of change is gradual, some consumers are making 
the transition from “passive patients and purchasers” to 
“active health care consumers” more quickly. Gaps between 
what individuals are interested in doing and what they 
have experienced suggest many people want to become 
empowered consumers, but have not yet made the move.


Consumer engagement can take many forms as a person 
navigates through episodes of health and sickness.  
Consider “Tom” and “Anita”:


Tom currently doesn’t have a health issue, 
but he wants to be prepared for when 
that time comes. He researches his health 
insurance options and enrolls in a health 
plan that offers good coverage at a price 
he can afford. Using resources he finds on 
his plan’s website, Tom takes a health risk 
assessment, selects a primary care provider, 
and enrolls in a program that gives him a 
discount at a local gym. Prior to his next 
wellness visit, Tom uploads data from a 
fitness device he’s been wearing to share 
with his doctor. A quick check on a mobile 
app shows that he’s making good progress 
toward reaching his health goals.


Health care consumer engagement 
No “one-size-fits-all” approach 
Trends in consumers’ use of online resources and health technologies from the 
Deloitte Center for Health Solutions 2015 Survey of US Health Care Consumers


As used in this document, “Deloitte” means Deloitte LLP and its subsidiaries. Please see www.deloitte.com/us/about for a detailed description of the legal 
structure of Deloitte LLP and its subsidiaries. Certain services may not be available to attest clients under the rules and regulations of public accounting.


Gaps between what individuals are 
interested in doing and what they  
have experienced suggest many  
people want to become empowered 
consumers, but have not yet made  
the move.
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Findings from Deloitte’s 2015 Survey of US Health Care 
Consumers suggest we are moving closer to that future. 
Consumer engagement is increasing in three important areas:


1. Partnering with providers. More consumers today 
prefer to partner with doctors instead of relying 
passively on them to make treatment decisions. Thirty-
four percent of survey respondents strongly believe that 
doctors should encourage patients to research and ask 
questions about their treatment, and 58 percent feel 
that doctors should explain treatment costs to them 
before decisions are made.


2. Tapping online resources. Consumers’ trust in the 
reliability of information sources is rising. Fifty-two 
percent report searching online for health- or care-
related information; additionally, use of social media, 
patient portals, and performance scorecards is growing. 
One-quarter of consumers say they have looked at a 
scorecard or report card to compare the performance  
of doctors, hospitals, or health plans compared to  
19 percent two years ago. Among Millennialsi who  
have needed medical care, scorecard use has grown 
from 31 percent to 49 percent.


3. Relying on technology. From 2013 to 2015, consumers’ 
use of technology to measure fitness and health 
improvement goals has grown from 17 percent to 28 
percent. Use is highest among Millennials, at 45 percent 
of that group. Among consumers with major chronic 
conditions, tech-based monitoring has jumped from  
22 percent to 39 percent in the last two years. More  
than 60 percent of technology users say that utilizing 
health technologies has had a significant impact on  
their behavior. 


Some groups are transforming into engaged consumers 
faster than others:


• Poor health status. Consumers with major health issues 
generally show the highest levels of engagement and the 
biggest increases in the three areas mentioned above, a 
promising trend indicating that those who may have the 
greatest need to be more engaged are, in fact, moving in 
that direction. 


• Younger. Younger consumers are on a fast upward 
trajectory, starting at a higher level of engagement and 
showing greater gains on several measures than the 
other generations. 


• Higher income. Although engagement appears to be 
rising across all income levels, higher-income groups 
are more engaged than lower-income groups. This may 
reflect differences in access, awareness, and education.


Deloitte Center for Health Solutions Survey of US Health Care Consumers
Since 2008, the Deloitte Center for Health Solutions has annually polled a nationally representative sample of US 
adults about their views of the health care system and their experiences and attitudes related to their health, health 
insurance, and health care. The general aims of the online survey are to track changes in consumer engagement over 
time and investigate key questions of interest to the health plan, provider, life sciences, and government sectors. Each 
sample includes 3,000 to 4,000 adults (18 years and older) and is representative of the US Census with respect to age, 
gender, race/ethnicity, income, geography, insurance status, and insurance source. This year’s survey was conducted 
between January 16, 2015 and February 8, 2015. Not all survey questions were repeated each year. Wherever 
comparable data are available, year-to-year trends are shown. 


i In this report, Millennials include respondents who were born between 1982-1997 (18-33 years old); Gen X includes respondents who were born 
between 1965-1981 (34-50 years old); Boomers include respondents who were born between 1946-1964 (51-69 years old); and Seniors include 
respondents who were born in 1945 or earlier (70 years or older).    
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Looking beyond demographic characteristics at consumers’ 
behaviors and attitudes, Deloitte identified six distinct 
consumer segments that differ systematically in their 
approach to health and health care. Some of these 
segments are more engaged than others:


• Four segments, comprising 44 percent of the market, 
include consumers who are actively engaged in different 
ways (Online and Onboard, Sick and Savvy, Out and 
About, and Shop and Save). 


• Two segments, making up a larger share of the market 
(56 percent), are more passive and less engaged either 
because they have a less pressing need to be (Casual and 
Cautious) or they are comfortable with the choices they 
have made (Content and Compliant).


Not all surveyed consumers engage with the system in 
the same way and a large segment remains disengaged, 
suggesting that health care organizations should not use 
a “one-size-fits-all” approach in their digital and consumer 
engagement strategies. Sophisticated users will likely want 
applications and tools that meet usability standards similar 
to those in retail industries; other users may have lower 
expectations, awareness levels, and technology skills.


Although an increase in consumer engagement is evident, 
the change is taking place slowly. The pace could pick up 
if health plans, providers, life sciences companies, and 
other stakeholders take advantage of opportunities to 
increase engagement by accelerating development of online 
resources that provide the trusted, accurate, and easy-to-
understand information consumers want and the types of 
health technologies consumers find most useful. “Layering 
and tailoring” information and assistance to consumers’ 
varying levels of interest, need, and technical proficiency 
may be key to sustainable engagement initiatives. 
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Introduction 
What is “consumer engagement” in health care? It is 
defined generally as the actions individuals take to become 
better informed and more directly and proactively involved 
in decisions and behaviors that affect their health, insurance 
coverage, and health care. These actions may include:


• Taking deliberate steps to monitor and improve  
their health 


• Looking for information to learn more about health 
concerns and compare treatment options


• Taking cost and quality into consideration when 
choosing treatments, providers, and plans


• Partnering with doctors to make treatment decisions  
as well as communicating and sharing information  
with doctors 


• Adhering to recommended treatment plans.


Actions such as these potentially can lead to healthier 
behaviors; more effective, efficient, and satisfying care 
experiences; better health outcomes; and lower overall 
spending. Research has linked higher levels of consumer 
engagement to:


• Greater use of preventive care1 


• Less smoking and obesity1


• Less delay in seeking care2


• More positive ratings of relationships with providers3,4 


• Greater awareness of treatment guidelines5


• Better clinical indicators (e.g., cholesterol levels, 
triglycerides, depression)1,6


• Lower use of hospital and emergency care1 and lower 
hospital readmission rates7


• Lower overall predicted health care costs.1,8


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


 
Health plans, providers, and life sciences companies may 
be able to accelerate consumer engagement by focusing 
on developing online information resources, mobile 
applications, and personal health devices that can help 
individuals in their patient populations and customer bases 
become more engaged. Designing these tools in ways 
that account for variations in consumers’ preconceptions 
and preferences is no easy task but the payoff could be 
considerable. The format of a provider scorecard, for 
instance, can influence the choices consumers make; 
placing quality data next to cost data in certain ways can 
increase the likelihood that consumers will choose high-
value providers.9


Solely offering technology tools may not be enough 
to move the needle. Marketing, customer service, and 
technical support will likely be critical for raising consumers’ 
levels of awareness, comfort, and trust. For example, 
consumers may express interest in using new tools but they 
could require assurance about information security and 
privacy, and assistance to gain the necessary knowledge, 
skills, and confidence to use these resources effectively.10


Organizations that understand how consumers would like 
to use online resources and health technologies may be 
well-positioned to develop effective consumer engagement 
strategies and, in turn, improve effectiveness, efficiency, and 
value in health care service and product delivery; excel on 
quality measures that reflect the consumer experience; and 
outperform their competition by attracting and retaining 
actively engaged customers.


So, what is the state of consumer engagement today? 
Findings from the Deloitte Center for Health Solutions 
Survey of US Health Care Consumers from 2008-2015 
suggest that measures related to partnering with doctors, 
tapping online resources, and relying on technologies for 
various health-related purposes are gradually on the rise 
for some consumers more than others. Understanding 
these trends may help providers, health plans, and life 
sciences companies develop and optimize their consumer 
engagement strategies. 
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Partnering with providers
More consumers today prefer to partner with doctors rather 
than have their doctors make decisions for them. Nearly 
half (48 percent) of consumers prefer to partner with their 
doctor, up from 40 percent in 2008 (Figure 1). Fewer people 
want to make the decision by themselves. 


Currently, one in three consumers strongly believes that 
doctors should encourage patients to research and ask 
questions about their treatment (Figure 2). Another 47 percent 
show some degree of support for this, with fewer than one 
in five feeling that doctors should not encourage patients to 
question their recommendations. Younger consumers show 
greater support than older consumers.


Despite general support for the idea of patients questioning 
doctors about treatment options, the share of people who 
report actually doing this is low: 


• Only 16 percent of consumers who received care for 
an injury, illness, or health condition report asking their 
doctor to consider treatment options other than the one 
he or she initially recommended. 


• Questioning was highest among individuals with a 
hospital stay (23 percent) or major chronic condition  
(22 percent) and similar to the average among 
prescription medication users (16 percent). 


• In each of the past three years, around 12 percent of 
prescription medication users have asked their doctor  
to prescribe a particular drug by name or brand and  
17 percent have asked a pharmacist for his or her 
opinion about a medication prescribed by a doctor.


When it comes to cost, 58 percent of consumers feel that 
doctors should provide cost information and 38 percent say 
they would be comfortable directly addressing questions of 
cost with providers (Figure 2). However, only 19 percent of 
individuals who received care for an injury, illness, or health 
condition say they asked about pricing before agreeing to 
treatment. This rate has remained steady in recent years 
within the total sample, but increased among individuals 
with major chronic conditions from 18 percent in 2012 to 
24 percent in 2015. The middle generations (Gen X and 
Boomers) express more comfort talking with their doctor 
about treatment costs than either the youngest (Millennials) 
or oldest generations (Seniors). 


Figure 1. More consumers report wanting to partner with doctors


Figure 2. Consumers show strong support for doctors explaining the costs of 
treatment; many also support talking about treatment costs and asking questions 
about treatment


Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2008, 2012, 2015


Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2015
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Tapping online resources
Consumers’ trust in the reliability of information sources is 
rising. Consistent with other studies, Deloitte’s surveys find 
that consumers’ greatest trust is in information provided 
by physicians (Figure 3).11 Even though trust in information 
from health plans and life sciences companies is among the 
lowest for the sources presented, consumer trust in these 
sources has doubled since hitting a low in 2010. 


Although trust is rising, consumers’ use of online  
resources to learn more about health concerns and 
treatment options has remained fairly steady in recent  
years. Over half of all consumers surveyed, and between  
60 and 70 percent of those who experienced a health  
issue, say they have looked online for information about 
treatment options or more generally to learn about health 
concerns or care providers (Figure 4). Online research is 
lowest among those without a primary care provider, 
seniors, and the uninsured. 


Figure 4. Use of online information resources is highest for people who have had acute illness


Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2015


Figure 3. Consumers trust providers the most for reliable information about 
effectiveness and safety of treatment options; trust in health plans and life sciences 
companies is growing


Chart shows percentage who gave a rating of 8, 9, or 10 on a 10-point scale, where 1 is “no trust” and  
10 is “complete trust”. 
Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2009 — 2015
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Consumers rely on health plan websites more than doctors’ 
office websites, but their overall use of patient portals is 
growing (Figure 5). One in five reports using a doctor’s 
website or portal to review personal health or payment 
information, send information or questions to a doctor or 
nurse, or request a prescription refill, up from 14 percent 
in 2013. 


Twenty-two percent of consumers overall, and 33 percent of 
people who have experienced serious health issues, report 
using technology to access, store, or transmit personal 
health data or medical records (Figure 6). Use is rising within 
all age groups, especially among younger patients, where 
the rate has doubled from 17 percent in 2013 to 36 percent 
in 2015. Each income group shows an increase between 
2013 and 2015, but the rates vary from 24 percent of the 
low-income group to 35 percent of the high-income group 
in 2015. Seven in 10 consumers express some interest 
in accessing electronic medical records in the future (20 
percent have already done so; 49 percent have not). 


Figure 6. More consumers are using technologies that enable access to health data


Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2013 and 2015


Figure 5. Use of doctors’ office websites and portals has grown but health plan 
portals are in greater use 


Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2012 and 2015
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Consumers’ use of social media for health purposes has 
risen from 18 percent to 21 percent in the past two years. 
Not surprisingly, use among Millennials is highest and has 
increased the most among all of the generational cohorts 
(Figure 7). Social media use has remained relatively flat  
within the other generations. When sharing fitness data with 
friends is added to the mix, the rates increase to 23 percent 
of all surveyed consumers and 40 percent of Millennials. 
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37%
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Use of social media for health-related purposes 


Figure 7. Use of social media for health purposes varies 
by age cohort; use is highest among Millennials* 


 


 


 
 


* Purposes include learning more about and/or sharing personal experience 
with a specific illness, injury, or health problem; specific prescription 
medications or medical devices; specific doctors or hospitals; the health care 
system in general; health technologies that can help you diagnose, treat, 
monitor, or improve your health; or other health- or care-related purposes. 


Source: Deloitte Center for Health Solutions Survey of US Health Care 
Consumers, 2013 and 2015 
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Use of performance scorecards is trending upward, as well. 
One-quarter of all surveyed consumers say they have looked 
at a scorecard or report card to compare the performance 
of doctors, hospitals, and/or health plans compared to 19 
percent two years ago. Between 2013 and 2015, consumers’ 
use of provider scorecards has risen more quickly (12 to 18 
percent for doctors and nine to 12 percent for hospitals) 
than their use of health plan scorecards (eight to 10 percent). 
Among people who received care from a doctor or hospital, 
the increase in scorecard use is most prominent among 
younger consumers (Figure 8). Income groups show a 
similar increase over the two years, but the rates range from 
27 percent of low-income patients to 36 percent of high-
income patients in 2015. Overall, nearly half (46 percent) 
of consumers say they are very likely to use websites that 
offer quality comparison tools in the future (16 percent have 
already used them; 30 percent have not) (Figure 9).


Source: Deloitte Center for Health Solutions Survey of US Health Care 
Consumers, 2013 and 2015


Note: The survey question was worded as follows: “Information comparing the performance of doctors, 
hospitals, and health plans is sometimes available in the form of a ‘scorecard’ or ‘report card.’ In the last  
12 months, have you looked at a scorecard or report card for any of the following?”
Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2015
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Figure 9. Overall, one in four consumers has used a scorecard; 63 percent have 
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Most surveyed consumers have not looked online for  
cost information, but are at least somewhat interested in 
using a pricing tool. Between 2013 and 2015, rates  
of searching for cost information have climbed from  
11 percent to 16 percent of those who report receiving  
care from a doctor or hospital (from 10 to 14 percent 
overall). Use of cost information has risen fastest among 
young consumers needing care (from 17 to 27 percent). 
Income groups show a similar increase over the two  
years, and rates are higher among high-income patients  
(18 percent) than low-income patients (14 percent).  
As with quality information, use of cost information  
remains considerably lower than expressed interest  
(Figure 11). Two in five respondents (43 percent) say  
they are very likely to use websites that offer price 
comparison tools in the future (nine percent have  
already used them; 34 percent have not).


Figure 10. Searching for cost information is increasing, especially in the  
youngest cohort 


Figure 11. Overall, 14 percent of consumers have searched for cost information; 
71 percent have not but say they are at least somewhat likely to use pricing tools 
in the future


Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2013 and 2015


Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2015


5%
8%


20%


16%


27%


5%


9%


2013 2015


13%
11%


17%


Millennials (18-33 years)


Gen X (34-50 years)


Boomers (51-69 years)


Seniors (70+ years)


Total who got care from doctor or hospital


Use of online cost information (respondents who received care from a doctor or hospital)Use of online cost information among respondents who received care


Have looked
online 
(14%)


Have not 
looked 
online
(86%)


9%


34%


37%


15%


4%


1%


Very likely to use pricing tool (rating of 8-10)


Somewhat likely to use pricing tool (rating of 4-7)


Not likely to use pricing tool (rating of 1-3)


Interest in using pricing tools


71%


Interest in using pricing tools


Use of cost information 
has risen fastest among 
young consumers  
needing care (from  
17 to 27 percent). 







Health care consumer engagement No “one-size-fits-all” approach 11


Relying on technology
Use of technologies to monitor health and manage 
treatment is on the rise, especially among younger 
consumers and individuals with major chronic conditions. 
Increasingly, consumers are using personal health devices, 
websites, and mobile apps to track changes in their health, 
receive alerts, transmit health data, and pay their medical 
bills. Consumers’ interest in health technologies still exceeds 
their use, but the gap is slowly closing.


From 2013 to 2015, use of technology to measure  
fitness and health improvement goals has grown from  
17 percent to 28 percent (Figure 12). Use is highest among 
Millennials, reaching 45 percent of that group. Interest in 
using technology for wellness-related goals is high; seven  
in 10 consumers report some level of interest (26 percent 
have already used these technologies; 44 percent have not).


 


 


Figure 12. All age groups are stepping up their use of technologies to measure fitness 


Charts show percentage of respondents who reported using technologies including websites, smartphone/tablet 
applications, personal medical devices, or fitness monitors for the stated purpose in the last 12 months and who 
have interest in doing so in the future.  
Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2013 and 2015
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Use of technology to monitor health issues has also  
risen between 2013 and 2015, nearly doubling among 
individuals with chronic conditions that have a major  
impact on their daily life (Figure 13). Among consumers  
with major chronic conditions, use of monitoring 
technologies varies by age (51 percent of Millennials,  
36 percent of Gen X, 33 percent of Boomers, and  
42 percent of Seniors). Over 70 percent of consumers 
express interest in health monitoring. Half of all  
surveyed consumers are interested but have not yet  
used monitoring technologies, likely because they do  
not have health issues or may not have access to the  
kinds of technologies that could help them track  
their health. 


 


Figure 13. Engagement with technologies to monitor health issues is rising, especially 
among those with more serious conditions


Charts show percentage of respondents who reported using technologies including websites, smartphone/tablet 
applications, personal medical devices, or fitness monitors for the stated purpose in the last 12 months and who 
have interest in doing so in the future.  
Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2013 and 2015
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Six in 10 technology users (seven in 10 of those with major 
chronic conditions) say their use of fitness or monitoring 
technologies has led to a significant change in their  
behavior (Figure 14). Impact ranges widely by age,  
with 37 percent of Seniors and 77 percent of Millennials 
reporting their health behavior has changed “a great 
deal” or “a moderate amount” with their use of health 
technologies. Among consumers with major chronic 
conditions, impact varies even more widely by age,  
ranging from 36 percent of Seniors to 85 percent of 
Millennials. Especially among young consumers, there 
appears to be great potential to influence health habits 
through technological support. 


Forty percent of technology users (62 percent of users 
with major chronic conditions) have shared their fitness or 
monitoring information with their doctor. Among those 
who haven’t, 26 percent think their doctor wouldn’t be 
interested, 17 percent would rather keep this information 
private, and 11 percent say the information is not easy to 
download, print, or transfer. 


Six in 10 technology users (seven in 10 
of those with major chronic conditions) 
say their use of fitness or monitoring 
technologies has led to a significant 
change in their behavior.


Figure 14. Most technology users report some improvement in health behavior due to 
fitness or monitoring technologies


Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2015
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Use of digital tools designed to help consumers stick to 
their treatment plan is low but appears to be rising. Among 
consumers who take prescription medications, 13 percent 
report receiving electronic alerts or reminders; this ranges 
from five percent of Seniors up to 29 percent of Millennials 
(Figure 15). Over half of current medication users express 
interest in using technology to prompt them to take their 
medication; 42 percent haven’t yet tried this kind of support. 


Fifteen percent of prescription medication users report 
using technology to measure, record, or transmit treatment 
data; 51 percent express interest but have not yet used 
technology for this purpose. 


Figure 15. More people taking prescription medications are using technology to support adherence 


Charts show percentage of respondents who reported using technologies including websites, smartphone/tablet applications, personal 
medical devices, or fitness monitors for the stated purpose in the last 12 months and who have interest in doing so in the future. 
Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2013 and 2015
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Consumers are interested in communicating electronically 
with providers, and one in five consumers using medical 
care has done so (Figure 16). Rates of conferring with 
doctors via email, texting, or video have doubled in the 
last two years, suggesting digital communication between 
consumers and providers may continue trending upward. 


Email and texting might at times help consumers avoid a 
trip to the doctor. Interest in communicating with providers 
electronically is lowest among Seniors and the lowest-
income group. Interest ranges from 55 percent of Seniors 
up to 71 percent of Millennials, and from 65 percent of 
lower-income consumers (less than $50,000) up to 75 
percent of higher-income consumers ($100,000 or more). 


One in three medical care users has paid a medical bill 
online, and more than twice that number of all surveyed 
consumers are interested to some degree in doing so in the 
future (Figure 17). Fewer have used digital tools to complete 
paperwork or schedule appointments, but interest in carrying 
out these types of transactions online is high, as well. 


Figure 16. Interest in communicating electronically with doctors is high, but only 
one in five who received care has done so


Figure 17. One-third of consumers who received care have paid a medical bill 
online; other online administrative activities are less common


Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2015
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Differences in health care behaviors and attitudes 
Not all surveyed consumers want to partner with doctors 
and use online resources and digital tools. Deloitte has 
identified six unique consumer segments that differ 
systematically in how they approach their health and health 
care (Figure 18). Four segments, comprising 44 percent of 
the market, include consumers who are actively engaged in 
different ways. “Shop and Save” and “Online and Onboard” 
consumers are the highest users of online information  


 
sources and digital tools. “Out and About” and “Sick and  
Savvy” consumers also rely on these resources, but to a  
lesser extent. The larger, more passive share of the market 
(56 percent) includes two segments that are less engaged 
either because they have no pressing need to be (Casual  
and Cautious) or are satisfied with the choices they have 
made (Content and Compliant). 


Figure 18. Deloitte’s behavioral-attitudinal segmentation reveals six distinct approaches to consumer engagement


Note: The descriptions above highlight some of the behavioral and attitudinal differences 
among the segments. The segmentation model included 24 behaviors and attitudes in all 
(demographics were excluded). 
Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2015
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Figure 19 contrasts the six segments with respect to their 
use of the health care system and their level of engagement. 
The “Casual and Cautious” segment appears at the low end 
of both scales. “Content and Compliant” individuals use 
the system somewhat more, but are also passive. The four 
more active segments are higher on the engagement scale, 
varying in how much they currently use health care services 
and prescription medications. 


The six segments are based on differences in behaviors  
and attitudes, not demographic characteristics. Groups 
based on health status, age, income, or insurance source 
have unique segment distributions which means, for 
example, that not all young consumers are “Online and 
Onboard” and not all older consumers are “Content and 
Compliant” (Figure 20). The six segments appear to varying 
degrees within each demographic cohort. 


 


 


Figure 20. Each age cohort has a unique segment profile


Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2015


Deloitte’s health care consumer segmentation analysis
To offer a unique view of the health care consumer market, Deloitte’s segmentation 
model is based on behaviors and attitudes, not demographics. Standard latent class 
segmentation analysis was used to identify the segment solution that provides the 
optimal combination of homogeneity within segments and heterogeneity across 
segments. After testing various models, a 24-variable model emerged as the most 
informative with respect to 12 key dimensions of interest. Examples of key differences 
are shown in Figure 18.


Figure 19. Consumers’ use of the health care system 
and level of engagement by segment


Source: Deloitte Center for Health Solutions Survey of US Health Care 
Consumers, 2015
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How to accelerate consumer engagement? 
While overall increases in specific behaviors and attitudes 
associated with consumer engagement are small, the good 
news is that transformation is happening faster among 
those who may benefit most — individuals with major 
chronic conditions and serious, acute health issues. The 
increased involvement of these consumers in decisions 
about care, communication with providers, self-monitoring, 
and treatment adherence holds great promise for improving 
health outcomes and getting better value from care.


Further development of online resources and health 
technologies may help to accelerate engagement, as should 
programs and incentives that encourage it. These resources 
are important to a substantial share of survey respondents: 


• One in two consumers says the availability of online 
capabilities to access medical records, schedule 
appointments, and order prescription refills would be 
important for them to feel satisfied with their overall health 
care experience with a network of hospitals and doctors.


• Two in five say health management programs and online 
tools factor into their choice of a health plan.


• One in three wants health plans to prioritize the 
enhancement of programs, tools, and incentives that 
support health improvement.


When asked which types of resources would most help 
them change their habits and take steps to improve their 
health, respondents put financial incentives and information 
resources at the top of the list (Figure 21). Special programs 
involving education, self-monitoring tools, and reminders 
are rated highly by one-third of consumers (one-half of 
consumers who have major chronic conditions). Two in  
five consumers give high ratings to secure websites  
offering various kinds of digital supports; one in four  
rates mobile apps highly.
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Figure 21. Percentage of consumers who say incentives, programs, and tools would help them change their habits and behaviors and improve 
their health varies widely by segment


Total 
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Premium discount for participating in health  
improvement/wellness/fitness programs


46% 47% 62% 62% 54% 53% 49% 27%


Incentives (financial, rewards points, discounts)  
for participating in wellness or disease  
management programs


42% 44% 59% 52% 48% 47% 44% 25%


Discounts on costs of getting care/attending 
programs (e.g., transport, parking, child care)


38% 47% 52% 46% 48% 45% 39% 23%


Information about quality when choosing  
doctors and hospitals


42% 50% 58% 56% 45% 49% 46% 23%


Information about costs when choosing providers  
or treatments


42% 48% 59% 55% 51% 55% 41% 25%


Care plans and programs to assist with chronic  
conditions by providing information, reminders,  
and self-monitoring tools


35% 50% 50% 46% 45% 41% 38% 19%


Prevention/wellness programs that provide  
information, reminders, and self-monitoring tools


34% 44% 49% 45% 46% 39% 36% 19%


Premium discount for wearing a health monitoring 
device that sends personal data to an individual’s 
doctor or health plan 


34% 40% 48% 46% 41% 39% 35% 21%


Rewards points for uploading personal health data 
from devices worn on the body


31% 32% 45% 36% 43% 35% 29% 19%


Secure websites to access records, schedule  
appointments, order Rx refills


40% 50% 61% 50% 47% 44% 41% 23%


Service (texting, mobile, online) giving customized 
health alerts or information


25% 36% 38% 27% 42% 26% 24% 14%


Mobile phone apps to access records, schedule 
appointments, order Rx refills


24% 32% 36% 23% 42% 27% 21% 15%


Chart shows percentage of respondents who gave each program or tool a rating of 8, 9, or 10 on a 10-point scale, where 1 is “no impact” and 10 is “high impact” in “helping you to change 
your habits or behaviors and improve your health.” 
Source: Deloitte Center for Health Solutions Survey of US Health Care Consumers, 2015
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Implications for the health care industry
Health plans, providers, and life sciences companies face a 
challenging opportunity. The large gaps that exist between 
what consumers report they have done and what they 
say they may do suggest there is an expanse of unfilled 
consumer demand. Organizations that figure out how to 
address their customers’ needs for better informational and 
digital support may strengthen satisfaction and retention 
through increased engagement, while also enhancing the 
value of the services and products they deliver. 


The trick, however, may be coming up with a set of 
strategies that will work across the consumer segments that 
are present in the market — one strategy will not fit all. 


Some consumers are not yet aware of resources that 
already exist, while others are ready for tools that have not 
been developed yet. Some may be interested, but find the 
quality and usefulness of available resources lacking. Some 
may only trust resources and tools that are suggested by 
their doctor, while others may be comfortable with direct 
marketing and access. Some may be interested in all forms 
of support, while others find only certain technologies 
appealing. Also, consumers’ level of engagement will likely 
wax and wane as their health circumstances change. 


Going beyond traditional views of an organization’s 
customer base to recognize the unique approaches and 
preferences of different consumer segments may be 
essential for accelerating consumer engagement. “Layering 
and tailoring” information and assistance to consumers’ 
varying levels of interest and need may be a key component 
for sustainable engagement initiatives. To respond 
nimbly to evolving consumer expectations, health care 
organizations may need to equip their customer operations 
teams with specialized data analytics capabilities that can 
identify meaningful differences and patterns of change in 
consumers’ behaviors and preferences. 


 


 
The pace of consumer engagement could pick up if 
health plans, providers, life sciences companies, and other 
stakeholders accelerate the development of online resources 
that provide the trusted, accurate, and easy-to-understand 
information consumers want and the types of health 
technologies consumers find most useful. Adapting retail-
oriented strategies from other industries and improving 
customer interfaces like websites and call centers may also 
be helpful. 


As the industry shifts toward value-based care models, 
and relationships among providers and payers become 
more integrated and collaborative, new opportunities 
may arise to develop innovative consumer engagement 
strategies that support a more seamless, streamlined, and 
personalized customer experience. Delivering a superior 
customer experience cost-effectively may be key to remaining 
competitive in an industry that is sharpening its focus on value. 


 







Health care consumer engagement No “one-size-fits-all” approach 21


Survey methodology and sample
Since 2008, the Deloitte Center for Health Solutions has 
annually polled a nationally representative sample of US 
adults about their experiences and attitudes related to their 
health, health insurance, and health care, and their views 
about the health care system. The general aim of the survey 
is to track changes in consumer engagement over time 
and investigate key questions of interest to the health plan, 
provider, life sciences, and government sectors. The 2015 
survey, conducted between January 16 and February 8, 
included 3,616 adults (18 years and older). As in prior years, 
the national sample is representative of the US Census with 
respect to age, gender, race/ethnicity, income, geography, 
insurance status, and insurance source. 


Characteristics of the national sample 2015


Sample size 3,616


Midwest 22%


Northeast 19%


South 36%


West 23%


18 to 34 years 29%


35 to 54 years 36%


55 years or older 35%


Hispanic 13%


Non-Hispanic White 68%


Non-Hispanic Black 12%


Non-Hispanic Asian 5%


Non-Hispanic Other 2%


Less than $25,000 24%


$25,000 to $49,999 26%


$50,000 to $74,999 18%


$75,000 to $99,999 12%


$100,000 or more 16%


Prefer not to say 3%


Uninsured 13%


Employer 45%


Medicare 19%


Medicaid 11%


Direct purchase 5%


Public health insurance exchange 4%


Other 3%
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Are employers prepared  
for the “Cadillac” tax?
Produced by the Deloitte Center for Health Solutions  
and the Deloitte Center for Regulatory Strategies


Executive summary


Although much of the Affordable Care Act (ACA) has 
been implemented, some major provisions are not yet in 
effect. Among these is the “Cadillac” tax, an excise tax on 
high-cost, employer-sponsored health coverage. Beginning 
in 2018, the Internal Revenue Service (IRS) will assess a 40 
percent tax on the value of certain health benefits above the 
threshold amounts of $10,200 for individual coverage and 
$27,500 for family coverage. Health insurance issuers and 
self-funded group health plan sponsors must pay the tax 
on any dollar amount beyond the caps that is considered 
“excess” health spending. After 2018, the IRS will adjust the 
premium thresholds based on the consumer price index1.


As the Administration moves forward with the regulatory 
process, employers across all industries should consider 
whether and how the tax will affect their health benefit 
offerings; their ability to attract, retain, and motivate 
employees; and their regulatory compliance. Health insurance 
plans and other health care industry players should analyze 
the potential implications and options for product offerings 
and other impacted aspects of their business. Deloitte’s 2015 
Survey of US Employers finds that most employers expect 
the Cadillac tax to influence their benefits strategy. Despite 
this finding, 63 percent of surveyed employers have not 
calculated their exposure to the tax or modeled what year 
the tax will apply, and most employers (68 percent) have not 
begun reducing the generosity of health benefits to move 
away from higher-cost packages. 


This Health Policy Brief presents findings from Deloitte’s 2015 
Survey of US Employers to highlight steps organizations have 
taken in anticipation of the Cadillac tax taking effect. 


What is the Cadillac tax?


The excise tax on high-cost, employer-sponsored 
coverage – popularly called the “Cadillac” tax – was 
included in the ACA in lieu of changes to longstanding 
tax preferences for employer-sponsored health benefits 
for employees. The Cadillac tax is intended to help 
fund the ACA’s health coverage expansion and control 
the growth of health care costs in the private health 
insurance market by creating a disincentive for employers 
to offer more robust health benefits.


The Cadillac tax applies to all employer-sponsored 
coverage, whether self-funded or fully insured, including 
retiree coverage and employer-sponsored group health 
plans purchased under the Small Business Health Options 
Program (SHOP Exchanges) and on private exchanges.


It is important to understand that the excise tax applies 
to both employer and employee premium contributions 
for certain health benefits. The tax also generally 
applies to tax-preferred contributions to certain health 
savings vehicles (e.g., health care flexible spending 
arrangements, health savings accounts). Because the 
excise tax is calculated based on employer and employee 
contributions to health benefits, companies will not be 
able to reduce potential excise tax liabilities simply by 
increasing employees’ contributions to premiums.


As used in this document, “Deloitte” means Deloitte LLP and its subsidiaries. Please see www.deloitte.com/us/
about for a detailed description of the legal structure of Deloitte LLP and its subsidiaries. Certain services may not 
be available to attest clients under the rules and regulations of public accounting.
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Employers are responsible for calculating the total value 
of health benefits subject to the Cadillac tax for each 
employee on a month-by-month basis and determining 
whether that value exceeds set thresholds, which in 2018 
are $10,200 for self-only coverage and $27,500 for all 
other types of coverage. The value of benefits exceeding 
the thresholds is subject to a 40 percent non-deductible 
excise tax. Employers are responsible for apportioning 
the Cadillac tax among applicable coverage providers 
(e.g., health insurers and other entities responsible for 
administering health care benefits subject to the tax)2. 


The Cadillac tax takes effect for tax years after December 
31, 2017. The Congressional Budget Office (CBO) projects 
that the tax will increase federal revenue by $91 billion from 
2018 through 20253. CBO expects most of the increase 
in revenue to result from employers shifting employee 
compensation away from more generous health benefits 
to other forms of compensation that are subject to federal 
income and payroll taxes.


Where are we in the regulatory process?


The Department of the Treasury and the IRS has issued 
two notices seeking comments on the Cadillac tax. The 
first (Notice 2015-16) primarily focused on the definition of 
applicable coverage (e.g., health benefits subject to the excise 
tax), providing information that will help organizations begin 
to assess their health benefits packages and model when 
they might incur the tax for the first time. The second notice 
(Notice 2015-52) primarily focused on the administration of 
the excise tax and highlighted the complexity of calculating 
the value of applicable coverage for each employee on a 
monthly basis and apportioning any tax liability among the 
various entities that administer the health benefits.


Treasury and the IRS plan to address comments received 
in response to the two notices in proposed regulations. 
The notices state that the proposed regulations “will 
provide further opportunity for comment, including 
an opportunity to comment on the issues raised in the 
preceding notices.4” The Administration is expected to 
issue final regulations on the Cadillac tax before President 
Obama leaves office in January 2017. 


Although debate about the excise tax has increased, 
making changes to the tax will face steep odds during 
this current Administration. The next Administration and 
future Congresses could seek to repeal or change the 
Cadillac tax, but organizations would be well-advised to 
move ahead with their compliance activities to mitigate 
the possibility of unanticipated tax liabilities. In addition, 
organizations in the health care sector should consider 
evaluating how the tax might influence the overall 
demand for health care services and products, and 
potentially impact their overall business strategies.


Are employers prepared for the Cadillac tax?


Deloitte’s 2015 Survey of US Employers finds that most 
employers expect the Cadillac tax to influence their 
benefits strategy. Despite this expectation, about 63 
percent of employers have not calculated their exposure 
to the tax or modeled to determine the first year that the 
tax will apply. Even more employers (68 percent) have 
not started to reduce the generosity of health benefits to 
move away from higher-cost packages. Finally, only about 
one in four surveyed employers have developed a strategy 
to offer several benefit coverage levels (e.g., through a 
private health insurance exchange) to remove options 
that exceed the 2018 Cadillac tax thresholds.


The Cadillac excise tax applies to health care 
coverage sponsored by:


• Private businesses


•	 Non-profit	organizations


• State and local governments


• Labor unions


• The federal government, via the Federal  
Employee	Health	Benefits	Program	(FEHBP)
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Figure 1. Employer responses to the level of influence of the Cadillac tax – by firm size 


Percentage of employers who expect the Cadillac tax to influence* their company in the following ways


Please rate how much influence you anticipate the Cadillac tax to have on your company’s ability to do the following:
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Source: Deloitte Center for Health Solutions 2015 Survey of US Employers
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*Chart shows percentage of employers who answered (8,9,10) on a scale of 1 to 10 where 1 is “no influence” and 10 is “major influence”


Most expect the new tax to affect the benefits 
they offer


According to the survey, most employers anticipate that 
the Cadillac tax will influence or somewhat influence their 
ability to:
• Continue offering valuable health benefits to their 


employees (91 percent)
• Rely on health benefits to recruit and retain talent  


(92 percent)


Moreover, a large majority (92 percent) of employers report 
that the tax will have an adverse financial impact on their 
company and employees. 


As depicted in Figure 1, executives at larger companies 
are the most likely to report concerns about the tax’s 
influence on their ability to rely on health benefits as a 
talent recruitment and retention strategy: 70 percent of 
firms with 2,500 or more employees report this concern, 
compared with 50 percent of firms with fewer employees. 
Very large firms also are the most likely to report other 
concerns about the tax, but talent recruitment and 
retention is the one most widely shared.


 


Concern about the tax’s effect is most widespread 
among firms in the finance industry. Sixty-six percent of 
respondents from this industry report that they expect the 
tax to influence their company’s ability to continue offering 
valuable health benefits to their employees. Companies 
in the Eastern US are less likely to report concerns – for 
example, 42 percent expect the tax to affect their ability to 
continue offering valuable health benefits for employees, 
compared with 60 percent expressing this concern in the 
Western part of the country.
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Most firms are not prepared to implement the 
Cadillac tax


The survey asked employers about steps they have taken to 
prepare for the tax. These include:
• Calculating exposure to the tax across benefit offerings 


or trying to determine liability
• Modeling what year the tax will apply
• Beginning to reduce the generosity of health benefits 


to move away from higher-cost/higher-value benefit 
packages


• Developing a strategy to offer several benefit coverage 
levels (e.g., through a private exchange) to remove 
options that exceed the threshold.


 


Employers are about evenly split in their responses that 
they have not taken these steps, are considering doing so, 
or have taken one or more steps (Figure 2). Calculating 
their exposure and modeling the first year that the tax will 
apply are the actions that companies most often report 
having taken.


Figure 2. Employer preparedness for the Cadillac tax 


Which of the following has your company done to prepare itself for the Cadillac tax?


Source: Deloitte Center for Health Solutions 2015 Survey of US Employers
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Figure 3. Percentage of employers who have not begun preparing for the Cadillac tax – by industry
 
Which of the following has your company done to prepare itself for the Cadillac tax?*


Source: Deloitte Center for Health Solutions 2015 Survey of US Employers


Health care Retail Finance Manufacturing Service


Calculated exposure to the tax across
 benefits offerings/tried to determine liability


Modeled what year the tax will apply Developed a strategy to offer several 
benefit coverage levels (i.e., private exchange) 
to remove options that exceed the threshold
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*Chart shows percentage of employers who answered "not done"


Responses to these questions vary by company size, 
industry, and where the companies are located, and tend 
to be consistent in direction (if not magnitude) across 
the questions. The largest companies are the least likely 
to report being unprepared, although even among the 
largest companies a significant share of respondents report 
that they have only considered or haven’t yet taken each 
step. For example, 19 percent of large companies report 
they have not calculated exposure to the tax or tried to 
determine their liability. 


Looking at the responses by industry (Figure 3), there is 
consistency in the pattern of responses across the questions. 
Companies in the finance and services industries are the 
most likely to report they have not yet calculated exposure to 


the Cadillac tax across benefits offerings, tried to determine 
their potential liability, or modeled what year they will 
incur the Cadillac tax. By comparison, the results show that 
manufacturers are most likely to have calculated exposure to 
the Cadillac tax across benefits offerings or tried to determine 
their potential liability, and retailers are most likely to have 
modeled what year they will incur the Cadillac tax. 


Finally, responses to these questions vary by region of 
the country; however, the differences are not large and 
the pattern of responses across the four questions is not 
always distinct. 
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Implications


Employers should consider acting now. The Cadillac 
tax is scheduled to take effect in 2018 and is likely to 
have a considerable impact on employers. Companies 
that offer health benefits to their employees should 
assess how the tax might affect their benefit offerings. 
In addition, they should determine whether they are 
prepared to calculate the value of their employee health 
benefits and to apportion any tax liability among the 
various benefit providers. Companies have limited time to 
make changes to avoid any unexpected tax liabilities and 
put in place the processes needed to comply with these 
significant new administrative requirements. Importantly, 
it could take several years to realize the impact of 
initiatives that have the potential to reduce longer-term 
health care costs. Employers should consider starting now 
to be positioned to potentially achieve a reduction in 
health care costs before the tax takes effect.


Hospitals, health plans, and life sciences companies 
should take heed. In addition to the impact the Cadillac 
tax will have on health care organizations as employers, the 
tax could affect them in areas beyond their employee benefit 
offerings. For example, demand for some products and 
health care provider services could be lowered if employers 
reduce the generosity of health care benefits offered to 
employees. Also, any shift in the employer-sponsored 
market towards less-generous plans with lower premiums 
may drive health plans to significantly adjust or limit their 
insurance product offerings, which could translate to even 
greater revenue and competitive pressures for health plans. 
In addition, if the tax further accelerates the move towards 
consumer-driven health care and drives greater utilization of 
public and private exchanges to purchase health benefits, 
plans may need to evaluate their strategy to compete 
effectively in this arena.


Hospitals, health plans, and life sciences companies should 
consider incorporating the tax’s potential impact on service 
utilization and revenue generation into their future business 
plans and strategies, as companies make changes to hold 
the overall premium for employee health benefits below the 
thresholds for the tax and seek to control the administrative 
complexity of compliance.


Companies have limited time  
to make changes to avoid any 
unexpected tax liabilities and  
put in place the processes needed 
to comply with these significant 
new administrative requirements.
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Methodology


Deloitte’s survey, fielded in late February and early 
March 2015, included 700 respondents from a variety 
of employers. Firms ranged in size from small (50-100 
employees) to very large (more than 2,500 employees) 
and come from health care, retail, finance, manufacturing, 
service, and other industries. Respondents included owners 
and CEOs as well as executives responsible for health 
benefits programs. The survey, which covered a range of 
topics related to health care benefits, was administered 
online (Figure 4).


N %


Firm size (# of employees)


50-100 195 28%


101-999 309 44%


1,000-2,499 58 8%


2,500+ 138 20%


Industry


Health care 78 11%


Retail 73 10%


Finance 70 10%


Manufacturing 94 13%


Service 195 28%


All other 190 27%


Role in company with  
regard to health benefits


Decision-maker re: health benefits 516 74%


Has influence in the decision- 
making process but not  
decision-maker


175 25%


Other 9 1%


N %


Firm region


East 142 20%


Midwest 141 20%


South 231 33%


West 158 23%


Role/title of respondent


Owner 119 17%


CEO or president 112 16%


CFO 60 9%


COO 47 7%


CHRO 92 13%


Executive responsible for  
health benefits programs


103 15%


Office Manager or Benefits 
Administrator


167 24%


Offers part-time  
or retiree benefits


Retiree 400 57%


Part-time 388 55%


Figure 4: (Note: Totals may not sum to 100 percent due to rounding.)


1. Internal Revenue Code Section 4980I. 


2. Internal Revenue Code Section 4980I.


3. Joint Committee on Taxation, 9/28/2015, JCX 130-15.


4. IRS Notice 2015-16, IRS Notice 2015-52.


Endnotes
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Executive summary


As the US health care system’s payment models shift from 
a focus on volume to value, the US Centers for Medicare 
& Medicaid Services (CMS) is testing ways to pay for 
Medicare services through its flagship accountable care 
organization (ACO) programs, the Medicare Shared 
Savings Program (MSSP) and the Pioneer ACO Model, 
as well as its new Next Generation Model. Between the 
MSSP and Next Generation programs, health systems 
can select one of four ACO models to test value-based 
care (VBC) in their Medicare service offerings. A critical 
question for health care organizations to consider is, 
“Which ACO model will best balance risk and opportunity 
and meet our goals for participating in VBC?”


The ACO programs are testing incentives for providers 
to coordinate patient care across settings and the care 
continuum, while reducing spending and improving 
quality. Some organizations may feel prepared for and 
confident about taking on higher levels of risk, while 
others may just be starting on their journey to VBC. CMS’s 
Medicare ACO programs offer many risk arrangements, 
and it is up to provider organizations to select which 
arrangement best fits their needs and priorities.


Health care organizations that wish to establish or 
continue a Medicare ACO should consider several key 
factors before moving ahead. Among these these are 
how CMS tracks patients and aligns ACO performance to 
them; how ACOs are paid and what opportunities exist 
for participating organizations to share in savings; and 
how performance will be measured. This paper provides 
details about these program requirements.


Each ACO model offers benefits (e.g., lower risk or higher 
savings) and risks (e.g., higher shared losses and lower 
flexibility); the appropriate approach depends on a health 
system’s tolerance for risk along with other program 
requirements. While organizations with more advanced 
capabilities in care management and analytics may be 
better-equipped to handle the higher risk-sharing models, 
they may not always be the best choice. CMS has strict 
rules around patient engagement, performance feedback, 
provider types, and other factors which health care 
organizations should consider before selecting a model. 


As used in this document, “Deloitte” means Deloitte LLP and its subsidiaries. Please see www.deloitte.com/us/
about for a detailed description of the legal structure of Deloitte LLP and its subsidiaries. Certain services may not 
be available to attest clients under the rules and regulations of public accounting.
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Are ACOs just a new type of health plan? Not really.


Medicare has three main payment approaches for health care services: FFS, Medicare Advantage, and ACOs. 
Under Medicare Advantage, CMS contracts with health plans, which receive a monthly fee to cover services to 
beneficiaries. With ACOs, CMS contracts with health care providers, which manage performance risk (i.e., cost 
and quality) for a specific patient population. (See Table 1 for key differences between the programs.)


Table 1: Key differences between Medicare Advantage and Medicare ACOs


Medicare Advantage ACOs


Participating 
organizations 


Health plans Health care providers 


Organization  
risk level


Full risk for all Medicare services,  
including drugs


Basic payment is FFS, but all ACOs can earn 
bonuses; MSSP Track 2 and 3 and Next 
Generation ACOs are at risk for penalties as 
well; Part D drugs are not included


Payment 
methodology


Health plans receive a monthly capitated 
payment for each beneficiary 


MSSP ACOs continue to receive FFS 
payments throughout the year and shared 
savings or losses (if applicable) are applied 
later; Next Generation ACOs can select one 
of four payment mechanisms


Beneficiary 
assignment


Beneficiaries are locked into the network 
for the plan they select during open 
enrollment


Beneficiaries can seek care at any provider, 
regardless of whether or not it is the ACO 
to which they are attributed 


Data provided by 
CMS on enrollees’ 
service use


Some information on members is available 
for plans to access


CMS sends claims data to provider 
organizations


Quality Star ratings program rates health plan 
performance on up to 44 quality measures 
(depending on the contract); CMS uses 
ratings to calculate bonus payments for 
health plans


CMS rates ACO performance on 33 quality 
measures; these are used to calculate the 
final bonuses or penalties
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Context: Medicare Shared Savings Program and 
Next Generation ACOs


Medicare spending accounts for 14 percent of the federal 
budget and 20 percent of all US health care expenditures.1 
As Medicare spending grows, the US Department of Health 
and Human Services (HHS) and CMS have been clear about 
the need to move the Medicare program toward care based 
on outcomes and value. Earlier this year, HHS set a goal to 
tie 50 percent of traditional fee-for-service (FFS) Medicare 
payments to alternative payment models, such as ACOs, by 
2018.2 ACOs are designed to reduce health care costs and 
improve quality by coordinating care, reducing unnecessary 
and duplicative services, transitioning services to lower-cost 
settings when appropriate, aligning clinicians to consistent 
care models, and engaging beneficiaries in their own care.


The Affordable Care Act (ACA) created the MSSP and 
Pioneer ACO models, and health care organizations began 
signing on in 2012. Eligible providers may participate in the 
MSSP by creating or participating in an ACO. Organizations 
must agree to participate in the program for three 
performance years.3 As of April 2015, there are 404 MSSP 
organizations and 19 Pioneer ACOs. Combined, these ACOs 
serve nearly eight million Medicare beneficiaries.4 


The Next Generation ACO program will begin in 2016 and is 
anticipated to essentially replace the Pioneer program. CMS 
accepted applications for the first round of Next Generation 
ACOs until June 1, 2015, and is expecting approximately 15 
to 20 organizations to participate in the first performance 
period.5 The remainder of this Issue Brief will examine the 
core similarities and differences of the MSSP and Next 
Generation ACO models. 


Selecting an ACO model: Three considerations


With more than 400 organizations already participating in 
Medicare ACO programs, there is no shortage of interest 
in the different ACO models from current and potential 
participants. When considering the pros and cons of each, a 
priority for an accountable care program should be to shift 
the cost curve downward. (See Figure 1.) In addition, health 
care organizations should consider the following questions:


Which program is better for our organization – 
MSSP or Next Generation? 


The Next Generation Model requires organizations to take 
on the greatest amount of financial risk. For example, 
the Next Generation benchmark methodology may make 
it more difficult to achieve savings, as the baseline is 
automatically discounted by at least 0.5 percent (regardless 
of whether or not it will be adjusted for previous years’ 
savings). Additionally, a guaranteed shared loss rate of 80 
percent or 100 percent for Next Generation organizations 
may make the model unattractive compared to the different 
MSSP tracks. However, organizations with more advanced 
care management models and analytics capabilities may find 
Next Generation to be an attractive program. 


If our organization decides that the Next 
Generation program is too risky, which MSSP  
track should we choose? 


As shown in Figure 1, factors in addition to financial savings 
and losses are important when selecting an ACO model. For 
example, an organization that believes it can spend below 
its set level may find Track 3 most attractive because it offers 
the greatest potential for shared savings and population 
management. However, if an organization does not think 
it can adopt strong care management strategies that bend 
the cost curve, or if the idea of potential shared losses may 
undermine provider relations, Track 1 may be the most 
conservative choice. For organizations that want to take on 
some risk but also limit the downside potential as much as 
possible, Track 2 may offer an attractive “middle ground.”


If we move to greater risk sharing, does our 
organization have the necessary analytics, care 
management, and tracking capabilities to manage 
this risk?


This is an important question for organizations considering 
the Medicare ACO programs, as advanced capabilities will be 
critical for success under these new payment models. Many 
of the organizations already participating in the Medicare 
ACO programs have learned which capabilities are needed 
to begin taking on more risk. (See case studies on page 5.) 
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Below are more detailed considerations for health care organizations as they contemplate which ACO program and/or 
track fits best when mapped to their competencies and positioning. 


Figure 1: Each ACO option offers health care organizations different benefits and risks


MSSP Track 1 MSSP Track 2 MSSP Track 3 Next Generation


Risk arrangement: 
What potential for 
upside and downside 
risk exists? How strong 
is the financial incentive 
to change?


• No downside risk
• With no downside 


risk, the financial 
incentive to change 
care management 
approaches may be 
small


• Potential for downside 
risk


• Existence of risk 
could incent more 
proactive population 
management


• More potential 
downside risk


• Existence of risk 
could incent more 
proactive population 
management


• Most potential 
downside risk


• Highest potential to 
manage population 
and steer in-network 
(see items below)


ACO’s shared %: Is 
the sharing percentage 
high enough for it to be 
worth the effort and/
or risk? 


• Smallest of all sharing 
percentages (up to 
50%)


• If historical quality 
results are high, 
there could be more 
opportunity to 
maximize gain-share 
with little additional 
effort


• Higher sharing 
potential than Track 1 
(up to 60%)


• ACO’s share of losses 
is limited at 60%, and 
could be as low as 
40%


• Highest sharing 
potential for MSSP (up 
to 75%)


• Largest loss-sharing 
potential for MSSP (up 
to 75%, but could be 
40%)


• Highest gain-share 
potential of all options 
(80% or 100%)


• Loss-share percentage 
is not dependent on 
quality performance 
(≠ 1 – gain-share 
percentage)


Benchmark 
methodology:1 
Does the benchmark 
methodology make it 
possible to continue 
achieving savings year 
over year?


• Will be increased to include historical shared savings payments, which could  
lead to better opportunity for savings


• One-year benchmark 
is always discounted 
(0.5% - 4.5%), making 
it harder to achieve 
additional savings


Benefit design 
enhancements: 
What opportunities 
for unique population 
management strategies 
are available? 


• None (no waivers to allow for true population 
management)


• Phased-in waivers 
(skilled nursing 
facility (SNF), possibly 
telehealth, etc.) to 
allow for better 
management potential


• Member bonuses; 
annual selection of 
optional waivers 
(three-day SNF rule, 
telehealth, post-
discharge home visits)


Beneficiary 
assignment: How 
does the assignment 
methodology operate, 
and what strategies 
would be required to 
manage given that 
methodology?


• Retrospectively assigned 
• Could lose current beneficiaries to Track 3 or  


Next Generation ACOs


• Prospectively assigned2


• Gives organization 
better foresight


• Could go elsewhere 
for care but still 
assigned to ACO


• Prospectively assigned2


• Voluntary alignment 
supersedes claims-
based assignment


Other  
considerations


• Previous successes as 
a Track 1 MSSP could 
lead to buy-in from 
physicians and overall 
organization (i.e., 
highest comfort level)


• Flexibility to choose 
Minimum Savings/Loss 
Rates (MSR/MLR)


• Annual loss limit is 
lower than Track 3 and 
Next Gen


• Flexibility to choose 
MSR/MLR


• Payment limit is higher 
than Track 2 and Next 
Gen


• Beneficiaries offered 
Coordinated Care 
Reward to incent  
in-network utilization


• No MLR means any 
losses shared at 80% 
(or 100%)


1 Some items for the benchmarks under all programs for this year and future years are under consideration.
2 Beneficiaries that are prospectively assigned to a Track 3 or Next Generation ACO cannot be reassigned to another  


ACO (even if more care received elsewhere).
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Two MSSP organizations learned what 
capabilities are critical to operating under  
a risk-based arrangement


Case study #1: One large, major metropolitan health 
system has been particularly successful in the MSSP 
program. One of the program’s more significant savings 
earners, it added to CMS’s more than $280 million total 
MSSP savings in the first year.6 Participating as a Track 1 
MSSP ACO was just one part of this organization’s overall 
strategy to take on more risk arrangements. Among key 
success factors has been an enterprise-level focus on VBC 
strategies; technology investments; strong leadership; the 
willingness to take on greater risk for potential greater 
shared savings; and high levels of physician alignment 
and integration into leadership roles. 


The health system’s MSSP program involvement has 
also allowed it to identify hurdles early. For example, 
clinical integration and disconnected data sources 
were a key priority coming out of the first performance 
period. Going forward, a focus on integrating 
technology systems, aligning care management 
strategies across the continuum, identifying areas of 
patient loss, and better communication across the 
enterprise may help to advance the health system’s 
participation in risk-based arrangements. 


Case study #2: Another health system in the South that 
started as a Track 1 MSSP ACO saved much less during its 
first year. That said, the system earned enough and had 
high-enough quality ratings that it was able to share in 
those savings. Moreover, lessons learned from that year 
allowed this organization to more than double savings 
by the next year. As was true for the other health system, 
participating in the Medicare ACO program was just 
one part of a larger strategy to adopt more risk-based 
arrangements. 


Early preparation and ongoing monitoring was essential 
to success for this health care provider. The organization 
and its leadership faced numerous questions, such as 
which community-based physician groups to partner 
with; what infrastructure and operational investments 
would be required; whether its provider network had 
gaps; how to structure the governance and operating 
model; and whether the organization had the technology 
necessary to support care management and reporting 
needs. Early on, it identified hurdles that it needed to 
overcome to be successful in the program; among them, 
physician relationships. As a result, the organization 
worked to enhance current relationships and develop 
new affiliations. It also identified data collection, 
reporting, and analytics as essential capabilities. 


This health system’s learnings and subsequent success 
have served as a foundation for its participation in more 
population health arrangements with commercial health 
plans and large employers.
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Selecting which model works best for an 
organization


How would our organization be paid throughout 
the year? How much risk is involved?


A key difference between the MSSP and Next Generation 
models is that the latter offers the potential for capitation 
payment. However, both programs have options that 
provide FFS payment streams. Under any of the three MSSP 
tracks, participants receive payments under normal Medicare 
FFS arrangements throughout a given year. By contrast, the 
Next Generation Model offers ACOs four payment options:


• Normal FFS: Organizations are paid through the usual 
FFS process


• Normal FFS plus an additional per-member-per-
month (PMPM) payment: Organizations are paid 
FFS and receive an additional PMPM payment (up to 
$6 PMPM)


• Population-based payments: Organizations receive 
reduced FFS payments and a PMPM payment equal to 
the FFS reduction percentage 


• Capitation: Starting in performance year two, 
organizations can be paid through capitation; CMS 
estimates total annual expenditures for the ACO’s 
members and that amount is paid on a PMPM basis  
to the ACO7


Organizations participating in MSSP can select from among 
three risk models, and participants in the Next Generation 
program can choose between two. (See Appendix 1.) Each 
model would change an organization’s payment structure 
and most build in the potential to earn bonuses or penalties. 
The models present a continuum of risk and reward – the 
lowest-risk model has the potential for a bonus and no risk 
of a penalty, but the bonus is small in comparison to the 
other tracks. Meanwhile, the highest-risk model offers the 
greatest potential bonus but also has the highest potential 
penalty if an organization fails to meet its targets. 


Finding the patients 


Another key difference between the two Medicare ACO 
programs that can affect health care organizations’ analytics 
and care management strategies is how enrollees are 
assigned to the ACO. In the MSSP program, it is a two-
stage process, while the Next Generation program offers 
prospective assignment. Unlike Medicare Advantage, where 
beneficiaries actively enroll in a health plan and generally 
stay within that plan’s provider network, beneficiaries in 
the Medicare ACO programs can see whichever providers 
they choose, whether or not the providers are in the ACO 
network. To determine how well an ACO performs on 
quality and cost measures, CMS needed to develop a way 
to match patients to ACOs. This attribution process, based 
on which providers the beneficiary chooses, is known as 
beneficiary assignment.


How do we know who our beneficiaries are?


Beneficiaries must meet certain criteria to be assigned to 
an ACO. (See sidebar.) If a beneficiary meets these criteria, 
CMS assigns him/her to an ACO based on primary care 
practitioner use:


• A beneficiary is assigned to an ACO if he/she received at 
least one primary care service provided by a primary care 
physician (PCP) inside that ACO.


• A beneficiary that did not receive any services from a 
PCP either inside or outside an ACO is assigned to an 
ACO if he/she received primary care services from other 
medical professionals (e.g., nurse practitioners, physician 
assistants) at that ACO.8


Medicare beneficiaries must meet certain 
criteria to be assigned to an ACO: 


CMS must have enrollment information on  
the beneficiary


Beneficiaries must have participated in Medicare 
Parts A and B for at least one month but have 
not enrolled in Medicare Advantage or another 
demonstration program


They must be permanent US residents


Beneficiaries must have received most of  
their primary care services from a PCP at  
a participating ACO


Eligible beneficiaries may only participate in  
one Medicare ACO
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In MSSP Tracks 1 and 2, CMS uses a two-stage process to 
determine which beneficiaries go with which ACOs. At the 
beginning of each year, CMS assigns beneficiaries based 
on their utilization patterns from previous years. At the 
end of the year – based on which beneficiaries used which 
providers in the ACO – CMS does a final or “retrospective” 
assignment.9 In Track 3, CMS prospectively assigns 
beneficiaries to an ACO and removes ineligible individuals 
at the end of the year.10 In the Next Generation Model, 
CMS aligns beneficiaries on a prospective basis. Starting 
in performance year two, beneficiaries have the option of 
being voluntarily assigned to an ACO. 


Caution: Free-roaming beneficiaries can create 
measurement problems


Unlike Medicare Advantage plans where beneficiaries are 
locked into a provider network, CMS rules for the traditional 
Medicare program prohibit beneficiaries from being required 
to seek care at one provider organization. Many ACOs have 
objected to this rule; they claim it can prevent organizations 
from effectively coordinating patient care.11 Ultimately, savings 
and losses are assessed based on the health outcomes of an 
ACO’s assigned beneficiary population. Many organizations 
claim that payments may not be entirely accurate or fair if the 
ACOs cannot track the care their “free-roaming” beneficiaries 
receive. To address this potential information gap, CMS 
allows ACOs to request claims information about a particular 
patient. However, before CMS releases this information, an 
organization must notify the patient that it wishes to access 
his/her personal information. Beneficiaries may decline to have 
their claims information shared.12 


Caution: Retrospective assignment can make it 
difficult to target services


Some ACOs have found it challenging to target services to 
the beneficiaries whose care they will be graded on when 
they are retrospectively assigned. Proponents of the policy 
argue that because ACOs must provide care to a masked 
population, it is more likely that all patients will receive a 
high level of coordinated care as opposed to a select few.13 
Conversely, many provider organizations argue that if they 
know their patient population in advance with prospective 
assignment, it will allow for more targeted services.14 


ACO financial model components 


How does CMS set an organization’s goals  
and targets? 


Benchmarking is the first step that CMS takes to 
determine a health care organization’s shared savings 
or losses. At the end of each year, CMS compares the 
organization’s costs to the benchmark to determine 
whether or not it has saved money and, as a result, will 
receive bonuses or penalties, as appropriate. CMS uses 
different approaches to set the benchmarks for the 
two ACO programs. It has not yet indicated its specific 
approach for Next Generation, but the benchmark likely 
will be lower. 


CMS establishes MSSP benchmarks before the start of 
each agreement period using data from three historical 
years. Benchmarks are adjusted for four categories 
of beneficiaries to account for the significant cost 
differences among groups. To avoid skewing expenditures 
by keeping the most costly patients in the calculation, 
CMS excludes the top one percent of claims when it 
establishes benchmarks.15 Claims are risk-adjusted at the 
end of each performance year.16 
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In its 2015 final rule, CMS changed the benchmark 
methodology to give equal weight to previous years. 
Whereas CMS previously weighted benchmark year one 
at 10 percent, year two at 30 percent, and year three at 
60 percent, it now weighs all three years equally. For the 
second agreement period, CMS will include any savings 
an organization generated during its prior agreement 
period in the new benchmark.17 (See Figure 2.) 


CMS will use one historical baseline year to calculate the 
benchmark for Next Generation ACOs; however, CMS has 
yet to indicate what year it will use for that calculation. 
The Next Generation ACO benchmark will likely be 
lower than the MSSP benchmark because it includes a 
discount that rewards quality and efficiency. This could 
make it more difficult to achieve savings under the Next 
Generation Model. It is unclear what benchmarking 
methodology CMS will use for performance years four 
and five of the model.18 


Do goals and targets change over time?


CMS updates benchmarks to account for changes in 
spending and beneficiary characteristics, and it plans to 
update the benchmarks differently in the two programs. 
In the MSSP, CMS trends the first two benchmark years’ 
per-capita expenditures ahead to the third benchmark year 
by using the national growth rate for spending on Medicare 
Part A and B services. CMS also makes separate adjustments 
based on four categories of beneficiary characteristics.19 


Because the MSSP methodology uses growth in average per-
capita expenditures to update benchmarks, it overestimates 
ACO costs in low-cost and low-growth areas of the country 
and underestimates costs in high-cost and high-growth areas. 
ACOs in both areas may receive higher or lower savings 
depending on the estimates. Subsequently, organizations in 
the underestimated areas may be less inclined to form ACOs.20


CMS will adjust the benchmark for Next Generation ACOs 
differently. It will trend the baseline ahead using a trend 
similar to what is being used in Medicare Advantage. 
Regional prices will be used to apply the regional trend.


Figure 2. Differences in benchmark methodology, MSSP and Next Generation ACOs


Benchmark calculation for the Medicare Shared Savings Programs


2013 2014 2015 2016 2017


BY1 
$9,500


BY2 
$10,000


BY3 
$10,500


PY1 PY2


Equally weighted benchmark (trended) = $10,000


Benchmark calculation for the Next Generation Model 


2013 2014 2015 2016 2017


BY* 
$10,000


PY1 PY2


Baseline (trended) = $10,000


Source: Deloitte analysis of the MSSP and Next Generation programs 


*Based on current guidelines, it is unclear which year will be used as the baseline for Next Generation ACO program


BY = Benchmark year


Equally weighted benchmark (trended) = $10,000


Baseline (trended) = $10,000
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How does CMS calculate our savings or losses? What 
does that mean for our final bonus or penalty?


MSSP ACOs must hit a minimum savings or loss amount to 
share savings or losses with CMS, whereas Next Generation 
ACOs will share any amount they save or lose. To calculate 
shared savings or losses, CMS compares an organization’s 
performance – per-capita, risk-adjusted expenditures – 
with the benchmark that was set at the beginning of the 
performance period.21 


This is where an MSSP ACO will see different payment based 
on its chosen track. In Track 1, ACOs can share in savings, 
but do not share in losses. Track 2 ACOs can share in (or will 
be required to pay back) savings (or losses) in excess of their 
benchmark. The new track, Track 3, sets the savings and 
losses bar even higher.22 


Next Generation ACOs will have a choice between two 
risk arrangements that offer shared savings and losses 
of 80 percent or 100 percent. Organizations will neither 
have to meet a minimum savings rate to share in savings 
below the benchmark nor meet a minimum loss rate to be 
accountable for payments back to CMS for spending above 
the benchmark. (See Appendix 2.)


Calculating quality 


How does quality factor into each model?


Before an ACO can share in any savings it has generated, it 
must demonstrate that it met quality performance standards 
for that year.23 MSSP and Next Generation ACOs will be 
measured on quality in different ways: MSSP ACOs are held 
to 33 quality measures that span four equally weighted 
domains: patient/caregiver experience, care coordination/
patient safety, preventive health, and at-risk population.24 
Next Generation ACOs will be measured against the same 
quality standards, except that CMS has removed the 
electronic health record (EHR) measure because all of the 
Next Generation ACOs will be required to demonstrate EHR 
capabilities in their program applications. 


CMS uses multiple sources to measure ACO quality: patient 
surveys, claims data, the EHR incentive program, and the 
CMS Group Practice Reporting Option (GPRO).25 An MSSP 
ACO’s sharing rate depends on how well it performed on 
quality; the higher the performance, the greater the savings. 


CMS scores ACOs on quality using a sliding scale. For each 
measure, the performance rate is converted to quality 
points. CMS sums the quality points for each domain and 
divides that figure into the total available points for each 
domain to come up with an overall domain score. The four 
domains are then averaged together to produce an overall 
quality score. CMS uses the overall quality score to calculate 
the final sharing rate that an MSSP ACO receives.26 In the 
Next Generation program, CMS will use the quality score to 
calculate the quality component of the benchmark discount. 


CMS has already revised some of the quality measures in 
minor ways, but most of the benchmarks have remained 
relatively consistent. In the 2014 Physician Fee Schedule, 
CMS did not move forward with its initial proposal to 
increase the number of quality measures from 33 to 37. 
However, CMS said it would leverage claims data more to 
measure ACO quality.27 


Conclusion


The two health care organizations profiled in this paper’s 
case studies gained significant savings and learnings from 
their MSSP participation. However, many other organizations 
were unable to reach their performance goals and, as a 
result, did not share in savings after the first period. 


Before an organization moves to a Medicare ACO risk-
sharing payment model, it should balance the risk and 
opportunity and consider whether it has the necessary 
analytics, care management, and tracking capabilities to 
manage risk and realize savings. 
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Appendix 1: Key differences between MSSP Tracks 1, 2, and 3 and Next Generation ACOs


MSSP Track 1 MSSP Track 2 MSSP Track 3 Next Generation


Shared savings Yes Yes Yes Yes


Shared losses No Yes Yes Yes


Number of 
participating 
organizations


404 TBD TBD


Summary of 
risk model


This track is 
designed for 
less-experienced 
organizations. 
Participants share 
in savings but not 
losses.


More experienced 
organizations may 
bypass Track 1 and 
begin in Track 2. 
ACOs that begin in 
Track 1 can move 
to Track 2 after 
three years. Track 2 
participants share 
in both savings 
and losses.


This track will 
begin in 2016 
and has a higher 
sharing rate than 
Tracks 1 and 2. 
Organizations can 
share in savings 
up to 75 percent. 
They are also at 
risk for greater 
losses than 
organizations in 
Track 2.28


Increased shared 
risk: For periods 
one through three, 
organizations 
would share 
savings or losses 
up to 80 percent; 
for period four, the 
rate would increase 
to 85 percent. 


Full performance 
risk: Organizations 
would share 
100 percent of 
the savings and 
losses.29


Source: Centers for Medicare & Medicaid Services, Fast Facts: All Medicare Shared Savings Program (Shared Savings Program) ACOS and 
Pioneer ACOs, April 2015, p. 1-2, https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/sharedsavingsprogram/Downloads/
PioneersMSSPCombinedFastFacts.pdf, accessed August 14, 2015
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Appendix 2. Shared savings and losses in MSSP Track 1, 2, and 3 and the Next Generation Model 


Track 1  
(one-sided)


Track 2  
(two-sided)


Track 3  
(two-sided)


Next  
Generation


Shared  
savings rate


Up to 50 percent Up to 60 percent Up to 75 percent


80 percent or 100 
percent depending 


on arrangement 
choice


Shared  
loss rate


N/A
May not be less 


than 40 percent or 
exceed 60 percent


May not be less 
than 40 percent or 
exceed 75 percent


80 percent or 100 
percent depending 


on arrangement 
choice


Quality  
scoring


Final sharing rate conditional  
on quality performance


Final sharing rate 
not affected  


by quality rating


Minimum 
savings rate/
Minimum 
loss rate


Varies from 2.0-3.9 
percent depending 
on population size; 
MLR not applicable 
to Track 1 ACOs 


ACOs have the choice of symmetrical MSR 
and MLRs; organizations may choose 
among three different structures*


Applies a discount 
to benchmark 
instead of having 
an MSR. First dollar 
shared savings and 
losses for spending 
below or above 
the benchmark, 
respectively. 


Maximum 
sharing cap


Payment capped at 
10 percent of ACO’s 
benchmark


Payment capped 
at 15 percent of 
ACO’s benchmark


Payment capped 
at 20 percent of 
ACO’s benchmark


Payment capped 
at 15 percent of 
ACO’s benchmark


Source: http://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2015-Fact-sheets-items/2015-06-04.html;  
*Note: The June 9, 2015, CMS Final rule on the MSSP made changes to the MSR and MLR options for Track 2 organizations. Previously, MSR and MLR 
were fixed at two percent for these organizations. 
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Private insurance exchanges 
“Outlook is good”
Insights from the Deloitte Center for Health Solutions  
2015 Survey of US Employers


Executive summary


What future moves might employers make around their 
health benefit strategies in the face of coverage changes, 
rising costs, and pressure to recruit and retain talent? 
One popular option is private insurance exchanges (PIX), 
online marketplaces that allow employers to shift to a 
defined contribution for health care. Some employers 
have already implemented private exchanges and others 
are considering them.
 
Findings from the Deloitte Center for Health 
Solutions 2015 Survey of US Employers* suggest 
that employers are positive about private exchanges 
and their potential for decreasing costs, simplifying 
the employer’s role in benefit administration, and 
providing employees with comparable, higher-quality 
coverage at a lower cost. Employers who have already 
implemented private exchanges (adopters) are even 
more positive than those who have not moved to 
private exchanges (non-adopters). 


Of the adopters (11 percent of respondents), only eight 
percent say they are not satisfied with their current 
private exchange and only one in five says it has not 
reduced costs. 


It appears that the trend of employers embracing the 
shift to private exchanges may be growing. Thirty percent 
of non-adopters say they are interested in moving to 
private exchanges, and the majority of those interested 
(62 percent) say they are likely to move in the next one-
to-two years. 


Since there is an expressed willingness to move, 
understanding employers’ preferences and concerns will 
likely be crucial for health plans and other stakeholders in 
the private exchange business. 


*The Deloitte Center for Health Solutions (DCHS) 
conducted an online survey of 700 employers 
between February and March 2015. Respondents 
were randomly selected from an online panel of 
US employers, and chosen to complete the survey 
if they met the inclusion criteria: Responsible for 
making health benefits program decisions for their 
company and work for a US company with 50 or 
more employees. Deloitte also conducted a survey 
of US employers in 2012 and 2013. 


As used in this document, “Deloitte” means Deloitte LLP and its  
subsidiaries. Please see www.deloitte.com/us/about for a detailed description  
of the legal structure of Deloitte LLP and its subsidiaries. Certain services may not 
be available to attest clients under the rules and regulations of public accounting.
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Background 


In 2014, about 2.5 million individuals at companies of all 
sizes enrolled in health insurance plans through private 
exchanges.1 That number is anticipated to increase over 
the coming years because private insurance exchanges 
(PIX) are an attractive option for employers looking to 
manage their current/future health care costs while also 
preparing for the Cadillac tax.** Private exchanges are 
created by private sector companies, including health 
insurance companies and brokerage or consulting firms. 
They are a vehicle for employers to move away from 
a defined benefit model, where employers provide a 
fixed set of health benefits to workers, to a defined 
contribution model, where employers offer employees 
a fixed amount of money to purchase health plans. 
Employers using a private exchange give employees their 
allotted money and direct them to an exchange where 
they can shop for a health plan and other benefits, like 
dental insurance, based on options that the employer 
has preselected. The exchange can offer a variety of 
plans with different premiums, co-pays, deductibles, and 
coverage options. PIX platforms tend to have consumer-
support tools, such as physician finders, user-friendly 
questionnaires to help identify appropriate plans, cost 
calculators, and access to ancillary offerings like health 
savings accounts (HSAs).


**The Affordable Care Act’s “Cadillac tax” begins 
in 2018 and is a non-deductible excise tax on 
high-cost, employer-sponsored plans (starting 
at $10,200 for individual coverage, $27,500 for 
group coverage). Employers will be responsible for 
calculating the tax per employee and apportioning 
it among their insurers and plan administrators.


Highlights from the Deloitte Center for  
Health Solutions 2015 Survey of US Employers


Employers believe that private exchanges provide value  
along several key dimensions


~45% of employers surveyed agree that PIX 
simplify their company’s role in benefit administration 
and help them comply with the ACA


Employers who have not adopted a private exchange yet  
have some concerns


~55% of employers surveyed who have 
not adopted a PIX are concerned about fee 
levels and perceived value


Employers are open to exploring multiple models for their 
private exchanges


40% of employers surveyed who have not adopted 
a PIX would prefer a carrier-sponsored exchange if they 
were to implement an exchange in the future


Employers believe that private exchanges can control their  
health care costs


38% of employers surveyed agree that  
they can control their health care costs with PIX
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Figure 1. Employer views on private exchanges containing employer health care costs  
(adopters vs. non-adopters)


On a scale of 1 to 10, where 1 is “totally disagree” and 10 is “totally agree,” to what extent do you agree  
or disagree that private exchanges contain employer health care costs?


Total sample


Source: Deloitte Center for Health Solutions 2015 Survey of US Employers


Agree (8, 9, 10) Do not agree (1, 2, 3)Somewhat agree (4, 5, 6, 7)


Employers that have 
adopted a private 


exchange


53%


46%


1%


54%


36%


9%


Employers that have 
not adopted a private 


exchange


38% 54% 8%


Employers are generally positive about the potential for private insurance exchanges to contain employer 
health care costs, simplify the employer’s benefit administration role, and offer employees more value. 


Almost all of the employers who participated in the Deloitte survey agree to some extent that private exchanges 
control employer health care costs. Employers with private exchanges (adopters) are more likely than those without 
private exchanges (non-adopters) to say that they contain employer costs (Figure 1). More than half (53 percent) of 
adopters agree that private exchanges control employer health care costs compared with 36 percent of non-adopters.
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Surveyed employers believe that private exchanges provide value along several key dimensions: They are a vehicle to 
help improve employee satisfaction; they help employers comply with requirements of the Affordable Care Act (ACA); 
and they simplify the employer’s role in benefit administration (Figure 2). About 45 percent of employers agree that 
private exchanges: 
• Give employers the ability to comply with the ACA
• Simplify their company’s role in benefit administration, and
• Create an easier way to offer a defined premium approach. 


Private exchange adopters are generally more positive about their impact than non-adopters. The greatest contrasts 
between the two groups are their belief that private exchanges:
• Simplify the role of employers (60 percent vs. 42 percent) 
• Make it easier to offer a defined premium approach (62 percent vs. 35 percent), and
• Improve access to broader physician/hospital networks (57 percent vs. 41 percent).


Additionally, adopters are more positive that private exchanges help them offer the best value, local market solution, 
and plans with improved cost and quality (at same coverage level). There is less difference between adopters and 
non-adopters about the impact of private exchanges on improving employee satisfaction. Private exchanges can give 
employees increased control in how they spend their employer health insurance contributions. 


Figure 2. Employer (total sample) views on private exchanges and impact on company and employees 


On a scale of 1 to 10, where 1 is “totally disagree” and 10 is “totally agree,” to what extent do you agree or disagree 
with the following statements about the impact of private insurance exchanges on health care costs? 


38% 


39% 


39% 


40% 


40% 


43% 


43% 


44% 


44% 


44% 


45% 


45% 


Make it easier to offer a defined premium approach to employees


Be a vehicle by which consumers use decision support
tools to make better choices in use of health care


Give the ability to prioritize where employers
spend their employee benefit contributions


Enable employers to offer the best value local market
solution (i.e., geographically differentiate efficiently)


Improve employee satisfaction due to an easier
shopping experience for health insurance


Improve access to a broader network of physicians/hospitals


Offer similar coverage of current plans but with improved cost/quality


Allow my company to maintain benefits rather than drop coverage


Allow employees more choice – (i.e., wider
breadth of products and increased coverage options)


Simplify my company’s role in benefit administration


Improve employee satisfaction due to an increased control in
how they spend their employer contributions on health insurance


Make it easier for employers to remain compliant with the ACA


Percent of employers who answered 8, 9, or 10 


Source: Deloitte Center for Health Solutions 2015 Survey of US Employers
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Employers who have adopted a private exchange see value, are satisfied, and became “converts.”


Eleven percent of respondents say they are currently using private exchanges. Of those 11 percent, only eight percent 
say they are not satisfied with their current private exchange (Figure 3). And only one in five says that their private 
exchange has not reduced health care costs. 


Figure 3. Employer (adopters) views on their current private exchanges 


Source: Deloitte Center for Health Solutions 2015 Survey of US Employers


Satisfied (8, 9, 10)


Not satisfied (1, 2, 3)


Somewhat satisfied (4, 5, 6, 7)


Yes, reduced total health care costs


Yes, reduced employer portion of health care costs


No


Too soon to tell


How satisfied is your  
company with its current 


private insurance  
exchange?


Has your company’s private 
insurance exchange reduced 


health care costs?


23%


16%


42%


19%52%


40%


8%
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Among current non-adopters, there is interest in moving to private exchanges – most likely in the next 
one-to-two years. 


Thirty percent of employers say they are interested and half say they are somewhat interested in using private 
exchanges to manage costs. Interest varies by industry and company size, with retail expressing the most interest 
(Figure 4). 


Figure 4. Employer (non-adopters) likelihood of adopting a private exchange 


On a scale of 1 to 10, where 1 is “not at all interested” and 10 is “very interested,” how interested 
is your company in using [a private insurance exchange] to manage total health care costs? 


Interested (8, 9, 10) Somewhat interested (4, 5, 6, 7) Not interested (1, 2, 3)


23% 50% 27% Health care


43% 52% 5% Retail


30% 43% 27% Finance


29% 46% 25% Manufacturing


26% 57% 17% Service


29% 51% 20% Total


Source: Deloitte Center for Health Solutions 2015 Survey of US Employers
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Employers anticipate moving to a private exchange sooner rather than later. Sixty-two percent of respondents 
anticipate moving their active full-time employees to a private exchange in one-to-two years (data not shown). About 
one in five respondents say that moving in three-to-five years is more likely. The anticipated timeframe for moving 
varies by employer size (Figure 5). Interest in moving active employees to private exchanges in the next couple of years 
is greatest for mid-market (<2,500) employers. 


Figure 5. Employer (non-adopters) anticipated timeframe for adopting a private exchange, by firm size


What is your company’s anticipated timeframe for adopting a private insurance exchange  
for the provision of your health benefits program?


<1 year 1-2 years 3-5 years Don't know


PIX for active part-time employees PIX for active full-time employees 


9%


62%


18%


11%


1 to 2,499
employees


10%


57%


22%


11%


6%


37%


44%


13%


7%


27%


62%


4%


2,500+
employees


Source: Deloitte Center for Health Solutions 2015 Survey of US Employers
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Network type preferences by firm size


Employers are open to exploring different product and sponsor models. 


One-third of employers express a preference for multi-carrier competition in a private exchange (Figure 6). Nearly two-
thirds of employers see a role for narrow networks or may be open to such a role. One in five mid-market employers 
(<2,500 employees) has no preference. Almost three in four employers prefer or may be open to an insurance carrier-
sponsored exchange. 


Offer the best available (one) 
carrier to employees in each region51%


Figure 6. Employer (non-adopters) preferences for type of private exchange 


 If your company were to implement a private insurance exchange for any of your employees,  
which of the following would be preferred? 


Carrier type preferences Sponsor type preferences


Source: Deloitte Center for Health Solutions 2015 Survey of US Employers


Total sample 
without private 


exchanges


1-2,499 
employees


2,500+ 
employees


Offer multiple carriers to 
employees in each region31% Don't know/ 


No preference34%


Consultant- 
sponsored8%


Don't know/ 
No preference18% Independent18%


Insurance  
carrier-sponsored40%


20%


36%


22%


35%


44%


22%


11%


23%


31%
12%13%


31%


Broad networks Don’t know/No preferenceBothNarrow/high performance networks
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Employer concerns that may prove to be barriers to adoption include fee levels and perceived value 
to consumers.


Employers rank fee levels and perceived value as high concerns (Figure 7) when they consider adopting an  
exchange. Fewer employers say they are concerned about lack of flexibility and control. 


Figure 7. Employer (non-adopters) concerns regarding adopting a private exchange 


You mentioned previously that currently your company does not have a private insurance exchange. With regard to private 
insurance exchanges, how concerned are you about the following factors? 


Level of fees that are being charged


The perceived value of private insurance exchange
 offerings for current and prospective talent


Effort and cost to migrate to a private exchange


Ease of use for my employees


The maturity level of current private insurance exchange


Lack of control over health care spending


Lack of flexibility to move to private insurance exchange
in my industry (from eligible employees, from unions)


Percent of employers who answered 8, 9, or 10 on a scale of 1 to 10 where 1 is “not at all concerned” and 10 is “highly concerned.”


45% 


47% 


51% 


52% 


52% 


53% 


55% 


Source: Deloitte Center for Health Solutions 2015 Survey of US Employers
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Conclusion


Private exchanges appear to be increasingly popular as 
a platform for employers to deliver health care benefits 
to their employees. Findings from the Deloitte Center for 
Health Solutions 2015 Survey of US Employers reveal that 
many employers are interested in using private exchanges 
and believe that they provide value along several key 
dimensions, including controlling costs and improving 
employee satisfaction. Employers are open to exploring 
various exchange models, including sponsor types and 
network types (including narrow networks). Survey results 
suggest that many employers considering moving to 
private exchanges are likely to do so in two years or less. 
However, there also are a number of employers who 
appear hesitant to move forward, citing barriers such 
as administrative fees and the question of consumer 
value. Health plans and others offering private exchanges 
should consider understanding and addressing these 
barriers to increase employer adoption. It’s too soon to 
tell if private exchanges will fulfill their potential, but if 
they do, they may significantly impact health plans’ role 
and value in employer-sponsored health care.


Survey methodology and sample


Potential survey respondents were randomly 
selected from an online panel of individuals 
responsible for making health benefits program 
decisions and who work for a US company with 
50 or more employees. The interviews, conducted 
from February 23 to March 6, 2015, took an 
average of 15 minutes to complete. Seven hundred 
respondents completed the survey. Eligibility 
requirements included the following: 
• At least 18 years old
• Currently employed
• Does not work for the government, and
• Holds one of the following positions: 


 - Owner
 - Chief Executive Officer or President
 - Chief Financial Officer
 - Chief Operating Officer
 - Chief Human Resources Officer
 - Executive responsible for health benefits 
program or director/manager of employee 
benefits


 - Office manager or benefits administrator.
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Background
 This report contains the most recent claims, utilization, and membership 


information for the ABC’s medical PPO and HSA plans.


 The claims and utilization numbers presented in this report are on an incurred 
claims basis with claims paid through December 31, 2014.
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Medical Plan Cost and Utilization
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Plan Experience
 The following chart and table show incurred medical and pharmacy claims for 


2014 through 2014 by major service category.
– Claims experience was relatively flat from 2014 through 2014; however, inpatient claims spiked 


significantly in 2013, which was the primary driver of the 20.0% increase in total cost for that year. 
– 2014 experience is expected to increase because it is not fully completed. 


Inpatient Outpatient Professional Medical 
Total


Stop-Loss 
Credits


Stop-Loss 
Premium Pharmacy Grand 


Total
2006 7,277 78.17$        57.44$        89.67$         225.28$      (6.60)$        4.57$         $54.76 278.01$      --
2007 7,188 63.44$        64.46$        94.16$         222.05$      (4.15)$        5.13$         $58.93 281.97$      1.4%
2008 7,478 58.30$        62.30$        92.10$         212.70$      (1.12)$        5.39$         $61.09 278.06$      -1.4%
2009 7,968 123.63$      68.99$        98.95$         291.57$      (29.58)$      5.37$         $64.58 331.94$      19.4%
2010 9,536 72.93$        62.67$        94.64$         230.24$      (3.15)$        6.39$         $60.56 294.03$      -11.4%


* Based on claims paid through December 31, 2010


%
Total Cost 


Change


Avg. 
Monthly 


Members


Incurred 
Year


Plan Cost (PMPM)*
Cost Summary
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Inpatient Cost and Discount Information
 The tables below show inpatient claims experience over the past four years.


– Inpatient cost more than doubled in 2014 versus 2013, primarily driven by increased high cost 
claims in 2014.


– Although the 2014 inpatient cost is incomplete, it has moderated from 2013 levels.
– Administrative savings (as a percentage of billed charges) decreased significantly in 2013 compared 


to the prior two years (i.e., from around 70.0% in 20010-11 to 61.9% in 2012).  Results for 2014 
show an increase in this percentage (i.e., 64.7%).


%


In-Network Out-of-Network Total Out-of-Network


2006 7,277 77.69$               0.48$                78.17$               -- 0.6%
2007 7,188 62.59$               0.84$                63.44$               -18.8% 1.3%
2008 7,478 57.70$               0.61$                58.30$               -8.1% 1.0%
2009 7,968 121.21$             2.42$                123.63$             112.0% 2.0%


2010* 9,536 72.23$               0.70$                72.93$               n/a n/a


Billed Admin Savings Cost Sharing Plan Cost Billed Admin Savings Cost Sharing Plan Cost
2006 22,444,921$       15,193,924$       467,145$           6,783,852$         100.0% 67.7% 2.1% 30.2%
2007 19,591,366$       13,701,351$       491,263$           5,398,752$         100.0% 69.9% 2.5% 27.6%
2008 19,131,245$       13,347,476$       606,689$           5,177,080$         100.0% 69.8% 3.2% 27.1%
2009 31,917,024$       19,762,494$       564,636$           11,589,894$       100.0% 61.9% 1.8% 36.3%


2010* 25,357,959$       16,406,526$       686,056$           8,265,377$         100.0% 64.7% 2.7% 32.6%


* Incurred and paid through December 31, 2010, which is largely incomplete


Inpatient - Plan Cost Summary


Avg. Monthly 
Members


Plan Cost (PMPM)
% Plan Cost 


ChangeIncurred Year


Incurred Year In-Network Amounts In-Network Percentages
Inpatient - In-Network Cost Breakout
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Inpatient Cost and Utilization by Major Diagnostic Category
 Though 2014 claims are not yet mature, hospital admits and days per 1,000 


members show improvement compared to 2013.


MDC** MDC Description 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010


1 Nervous System 3.6 3.1 2.4 2.5 2.1 42.0 20.0 6.0 14.0 15.0
2 Eye Disorders -- -- -- 0.1 0.2 -- -- -- 0.0 1.0
3 Ear/Nose/Throat Disorders 0.8 1.5 0.4 0.6 0.5 2.0 4.0 0.0 1.0 1.0
4 Respiratory System 2.4 3.3 2.5 2.8 2.5 9.0 16.0 14.0 14.0 12.0
5 Circulatory System 7.6 4.0 5.3 5.3 4.7 25.0 16.0 12.0 22.0 12.0
6 Digestive System 8.4 7.0 5.9 6.3 5.7 54.0 31.0 47.0 33.0 23.0
7 Hepatobiliary 2.1 1.8 2.0 1.4 1.0 11.0 22.0 6.0 17.0 3.0
8 Muscle/Tissue Disorders 7.6 6.1 5.2 4.9 4.6 25.0 20.0 14.0 16.0 14.0
9 Skin Disorders 1.3 1.1 0.8 1.6 0.9 11.0 3.0 3.0 7.0 3.0
10 Endocrine Disorders 1.0 1.9 1.6 1.4 1.2 3.0 4.0 3.0 3.0 3.0
11 Kidney Disorders 1.1 1.4 2.0 1.3 1.0 2.0 2.0 11.0 4.0 4.0
12 Male Reproductive 0.3 0.6 0.7 0.6 0.2 0.0 1.0 1.0 1.0 0.0
13 Female Reproductive 3.1 2.4 2.8 3.5 1.9 8.0 5.0 6.0 8.0 5.0
14 Pregnancy 8.4 9.5 8.8 9.9 11.1 22.0 25.0 22.0 25.0 27.0
15 Newborns 1.1 1.1 1.6 2.1 1.5 5.0 6.0 16.0 34.0 12.0
16 Blood Disorders 0.1 0.7 0.4 0.5 0.3 0.0 4.0 3.0 3.0 1.0
17 Myelo Disorders 1.4 1.1 0.7 0.6 0.6 9.0 5.0 3.0 17.0 3.0
18 Parasitic Disorders 1.0 0.7 1.6 1.0 1.0 12.0 2.0 14.0 6.0 5.0
19 Mental Health 2.2 2.6 3.2 2.1 3.0 16.0 18.0 46.0 15.0 19.0
20 Chem/Substance Abuse 0.8 1.0 1.1 0.3 0.4 12.0 10.0 9.0 1.0 2.0
21 Injuries/Poisonings 0.4 0.3 1.1 1.1 0.8 2.0 1.0 3.0 2.0 3.0
22 Burns -- -- -- -- -- -- -- -- -- --
23 Health Status 0.6 0.7 0.5 0.6 0.4 5.0 10.0 5.0 21.0 1.0
24 Multiple Significant Trauma 0.3 0.1 -- -- 0.3 2.0 1.0 -- -- 3.0
25 HIV Infection -- -- -- -- -- -- -- -- -- --


Total: 55.6 52.0 50.6 50.5 45.9 278.0 227.0 244.0 264.0 172.0
* Based on claims paid through December 31, 2010
** MDC numbers do not indicate rank but are reference numbers used by Anthem for year-to-year consistency


Admits Per 1,000 Members Days Per 1,000 Members


Cost and Utilization Statistics*
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Inpatient Cost and Utilization by Major Diagnostic Category
 The average hospital claims paid per day through 2014 is lower than the 2013 


level, but higher than 2014-2012 levels, across majority of the MDCs.


MDC** MDC Description 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010


1 Nervous System 11.5 6.5 2.6 5.6 7.3  $      2,873  $      2,781  $      4,569  $      8,086  $      6,253 
2 Eye Disorders -- -- -- 1.0 3.5  --  --  --  $      3,410  $      3,427 
3 Ear/Nose/Throat Disorders 1.8 2.7 1.0 2.0 2.0  $      2,551  $      5,413  $      2,148  $      3,498  $      3,112 
4 Respiratory System 3.7 4.8 5.4 5.0 4.6  $      2,998  $      4,021  $      1,491  $      6,591  $      7,098 
5 Circulatory System 3.3 4.0 2.3 4.2 2.5  $      6,463  $      5,160  $      6,404  $      6,711  $      7,577 
6 Digestive System 6.4 4.5 8.0 5.3 4.1  $      3,548  $      2,491  $      3,706  $      7,114  $      5,124 
7 Hepatobiliary 5.1 11.9 3.0 12.3 2.7  $      7,021  $      5,057  $      5,544  $      9,764  $      5,141 
8 Muscle/Tissue Disorders 3.4 3.3 2.7 3.3 3.1  $      3,918  $      5,100  $      6,112  $      6,122  $      7,692 
9 Skin Disorders 8.8 3.0 3.2 4.0 2.7  $      3,383  $      2,573  $      3,134  $      3,468  $      4,256 
10 Endocrine Disorders 2.6 2.0 1.9 2.0 2.3  $      2,947  $      3,553  $      3,381  $      3,611  $      5,844 
11 Kidney Disorders 1.6 1.6 5.5 3.5 3.4  $      2,625  $      4,406  $      1,220  $      3,495  $      4,012 
12 Male Reproductive 1.0 2.0 1.6 1.2 1.0  $      2,684  $      2,097  $      3,038  $      8,888  $      7,647 
13 Female Reproductive 2.7 2.3 2.0 2.3 2.9  $      2,705  $      2,008  $      3,313  $      4,165  $      3,231 
14 Pregnancy 2.7 2.7 2.5 2.5 2.4  $      1,994  $      1,983  $      2,261  $      4,368  $      3,102 
15 Newborns 4.9 5.3 10.2 15.7 8.1  $      1,400  $      1,672  $      2,612  $      6,683  $      4,024 
16 Blood Disorders 1.0 6.2 6.3 5.8 2.3  $      2,264  $      8,633  $      4,189  $      8,149  $      2,959 
17 Myelo Disorders 6.7 4.8 4.2 26.4 5.5  $      4,279  $      6,923  $    10,246  $      9,146  $      5,962 
18 Parasitic Disorders 12.4 2.8 8.5 5.5 5.0  $      3,640  $      1,518  $      1,923  $      2,905  $      1,967 
19 Mental Health 7.1 6.7 14.5 7.2 6.3  $      1,414  $      1,033  $        563  $        932  $      1,540 
20 Chem/Substance Abuse 14.8 10.1 8.8 5.5 5.0  $        325  $        454  $        573  $        453  $        543 
21 Injuries/Poisonings 3.7 2.0 3.1 2.0 3.6  $      1,513  $      5,286  $      3,533  $      2,535  $      3,882 
22 Burns -- -- -- -- -- -- -- -- -- --
23 Health Status 9.5 14.2 9.3 33.4 3.5  $      3,880  $      1,293  $      3,440  $      3,780  $      2,167 
24 Multiple Significant Trauma 8.5 9.0 -- -- 8.7  $      2,171  $      9,246  --  --  $    15,320 
25 HIV Infection -- -- -- -- -- -- -- -- -- --


Total: 5.0 4.4 4.8 5.2 3.7  $    3,385  $    3,290  $    2,840  $    5,956  $    4,815 
* Based on claims paid through December 31, 2010
** MDC numbers do not indicate rank but are reference numbers used by Anthem for year-to-year consistency


Average Hospital Paid Per DayAverage Length of Stay


Cost and Utilization Statistics*
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Top Hospitals by Dollars Paid (2014) 
 The chart below provides utilization/cost measures for those hospitals with the 


highest paid claims in 2014.  (2013 measures are provided if the hospital was also a high cost 
hospital in 2012.)


# of Admits Avg LOS Total Paid
2010 2010 2009 2010 2010 2009 2010


LOS ROBLES REGIONAL MEDICAL CENTER 12 107 67 9 $       4,860 $       4,401 $             519,997 
LUCILE SALTER PACKARD CHILDRENS HOSPITAL O 3 31 n/a 10  $     15,063  n/a  $             466,951 
UCSF MEDICAL CENTER 8 61 41 8 $       6,532 $       4,763 $             398,470 
JOHN MUIR MEDICAL CENTER - WALNUT CREEK CA 9 47 181 5 $       8,178 $     11,341 $             384,371 
JOHN MUIR MEDICAL CENTER - CONCORD CAMPUS 6 42 n/a 7 $       8,562 n/a $             359,608 
STANFORD UNIVERSITY HOSPITAL 7 41 157 6 $       8,614 $     12,669 $             353,190 
HOAG MEMORIAL HOSPITAL PRESBYTERIAN 13 64 n/a 5 $       5,035 n/a $             322,254 
CEDARS SINAI MEDICAL CENTER 18 60 59 3 $       4,845 $       5,057 $             290,682 
SANTA BARBARA COTTAGE HOSPITAL 3 12 n/a 4 $     18,590 n/a $             223,084 
GOOD SAMARITAN HOSPITAL 9 26 19 3  $       7,457  $       9,204  $             193,874 
WASHINGTON HOSPITAL 4 30 16 8 $       6,245 $     10,808 $             187,362 
CALIFORNIA PACIFIC MEDICAL CENTER-CALIFORN 6 30 n/a 5 $       6,081 n/a $             182,418 
JOHNS HOPKINS HOSPITAL 2 28 n/a 14 $       6,362 n/a $             178,131 
SCRIPPS GREEN HOSPITAL 4 8 n/a 2 $     21,944 n/a $             175,555 
COMMUNITY HOSPITAL OF THE MONTEREY PENINSU 2 25 n/a 13 $       6,722 n/a $             168,046 
SCRIPPS MEMORIAL HOSPITAL - LA JOLLA 3 8 n/a 3 $     20,163 n/a $             161,300 
HUNTINGTON MEMORIAL HOSPITAL 14 52 n/a 4 $       2,969 n/a $             154,365 
PROVIDENCE TARZANA MEDICAL CENTER 16 35 22 2  $       4,140  $       7,384  $             144,914 
ST MARY MEDICAL CENTER 4 30 n/a 8 $       3,825 n/a $             114,736 
MARINA DEL REY HOSPITAL 6 33 n/a 6 $       3,342 n/a $             110,296 
WEST HILLS HOSPITAL & MEDICAL CENTER 8 24 n/a 3 $       4,235 n/a $             101,638 
PENINSULA HOSPITAL & MEDICAL CENTER 7 21 n/a 3 $       4,597 n/a $               96,536 
PROVIDENCE SAINT JOSEPH MEDICAL CENTER 10 29 n/a 3 $       3,327 n/a $               96,485 
SAINT JOHNS HEALTH CENTER 12 36 47 3 $       2,676 $       4,320 $               96,339 
NATIVIDAD MEDICAL CENTER 2 6 n/a 3 $     13,977 n/a $               83,864 


Total Top Providers  $        5,564,466 
Total All Others  $        2,323,473 
Total All Providers  $        7,887,939 


* Based on claims paid through December 31, 2010


Inpatient Providers by Highest Amount Paid  for Paid and Incurred in 2010*
Provider Name Total Days Paid per Day
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Outpatient Cost and Discount Information
 The tables below show outpatient claims experience over the past four years.


– The 2013 outpatient cost was 10.8% higher than that in 2012, and 2014 shows improvement over 
2013 based on immature claim experience.


– The administrative savings as a percentage of billed charges has remained relatively stable from 
2014 through 20114.


%


In-Network Out-of-Network Total Out-of-Network


2006 7,277 55.11$               2.33$                57.44$               -- 4.1%
2007 7,188 62.91$               1.54$                64.46$               12.2% 2.4%
2008 7,478 61.14$               1.16$                62.30$               -3.4% 1.9%
2009 7,968 66.97$               2.02$                68.99$               10.8% 2.9%


2010* 9,536 60.21$               2.46$                62.67$               n/a n/a


Billed Admin Savings Cost Sharing Plan Cost Billed Admin Savings Cost Sharing Plan Cost
2006 15,960,968$       9,586,067$         1,562,494$         4,812,407$         100.0% 60.1% 9.8% 30.2%
2007 17,660,581$       10,518,666$       1,715,697$         5,426,218$         100.0% 59.6% 9.7% 30.7%
2008 19,128,542$       11,793,110$       1,849,682$         5,485,750$         100.0% 61.7% 9.7% 28.7%
2009 21,544,358$       13,021,816$       2,118,427$         6,404,115$         100.0% 60.4% 9.8% 29.7%


2010* 24,683,402$       15,261,587$       2,531,887$         6,889,928$         100.0% 61.8% 10.3% 27.9%


* Incurred and paid through December 31, 2010, which is largely incomplete


Outpatient - Plan Cost Summary


Avg. Monthly 
Members


Outpatient - In-Network Cost Breakout
Incurred Year In-Network Amounts In-Network Percentages


Incurred Year
Plan Cost (PMPM)


% Plan Cost 
Change
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Professional Cost and Discount Information
 The tables below show professional claims experience over the past four years.


– The 2013 outpatient cost was 7.4% higher than that in 2012, and 2014 shows improvement over 
2013 based on immature claim experience.


– The decrease in the 2013 cost sharing percentage is due in part to the introduction of the enhanced 
plans (i.e., the first 6 office visits are not subject to the deductible).


– The administrative savings as a percentage of billed charges has slightly decreased in 2014 
compared to previous years.


%


In-Network Out-of-Network Total Out-of-Network


2006 7,277 78.40$               11.27$               89.67$               -- 12.6%
2007 7,188 82.83$               11.33$               94.16$               5.0% 12.0%
2008 7,478 81.11$               11.00$               92.10$               -2.2% 11.9%
2009 7,968 87.50$               11.44$               98.95$               7.4% 11.6%


2010* 9,536 84.47$               10.17$               94.64$               n/a n/a


Billed Admin Savings Cost Sharing Plan Cost Billed Admin Savings Cost Sharing Plan Cost
2006 20,402,753$       10,000,455$       3,556,237$         6,846,061$         100.0% 49.0% 17.4% 33.6%
2007 21,249,486$       10,447,605$       3,658,163$         7,143,718$         100.0% 49.2% 17.2% 33.6%
2008 21,360,041$       10,477,696$       3,604,487$         7,277,858$         100.0% 49.1% 16.9% 34.1%
2009 24,530,597$       12,369,532$       3,793,944$         8,367,121$         100.0% 50.4% 15.5% 34.1%


2010* 26,898,255$       13,036,762$       4,194,646$         9,666,847$         100.0% 48.5% 15.6% 35.9%


* Incurred and paid through December 31, 2010, which is largely incomplete


Professional - Plan Cost Summary


Incurred Year Avg. Monthly 
Members


Plan Cost (PMPM)
% Plan Cost 


Change


Professional - In-Network Cost Breakout
Incurred Year In-Network Amounts In-Network Percentages
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Pharmacy Cost and Utilization
 These charts present the ABC’s 


average monthly prescriptions 
per member and the average 
amount paid by the plan per 
type of prescription.
– On a PMPM basis the number of 


prescriptions decreased from 2014 to 
2013, then increased again in 2014.


– The average amount paid per generic 
prescription has risen each year from 
2011 through 2014.


– While the average paid per generic 
prescription increased 2.8% from 2012 
to 2014, the corresponding average 
amount paid per brand prescription 
increased by 8.2%.


– Despite the increase in average paid 
per script for both generic and brand 
prescriptions, the combined average 
decreased by 1.3% from 2011 to 
2014, due to an increase in generic 
dispensing rate.
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Pharmacy Cost and Utilization
 These charts display the 


ABC’s historical generic 
dispensing rates
– The top chart depicts the generic 


dispensing rates for the ABC’s top 4 
therapeutic classes (as defined by 
total plan paid in 2014).  These four 
therapeutic classes represented 
about 28.5% of total prescription 
drug spend.
• The generic dispensing rate for 


antiasthmatic drugs has declined 
significantly since 2011 


– The bottom chart compares the 
ABC’s generic dispensing rates to 
the average rates for Medco’s 
customers.  ABC is consistently 
lower than Medco.
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Active vs. COBRA Member Analysis 
 COBRA membership has 


stabilized, averaging 2.8% of the 
total plan in 2014.
– The ratio of medical costs for COBRA 


versus Actives increased sharply in the 
first and third quarters of 2014 compared 
to 2011 – 2013.  COBRA membership is 
small so experience could be erratic.


– The pharmacy cost ratio for COBRA 
versus Active remains relatively stable 
from 2011 to 2013, fluctuating around 
1.40 but in 2014 through September, the 
ratio dropped to 1.30.


– A detailed COBRA summary is shown on 
the following page.
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Active vs. COBRA Member Analysis 


Active COBRA Total COBRA % Active COBRA
COBRA / Active 


Cost Ratio Active COBRA
COBRA / Active 


Cost Ratio
2008 January 7,224 162 7,386 2.2% 152.11$               59.62$                 0.39 39.38$                 77.91$                 1.98


February 7,174 156 7,330 2.1% 151.33$               320.70$               2.12 53.55$                 55.43$                 1.04
March 7,208 152 7,360 2.1% 181.79$               64.76$                 0.36 56.85$                 65.09$                 1.14
April 7,241 141 7,382 1.9% 179.14$               94.09$                 0.53 57.31$                 78.45$                 1.37
May 7,222 141 7,363 1.9% 221.10$               75.43$                 0.34 58.72$                 82.78$                 1.41
June 7,171 154 7,325 2.1% 246.46$               73.01$                 0.30 62.40$                 83.40$                 1.34
July 7,328 162 7,490 2.2% 230.09$               760.31$               3.30 65.07$                 82.96$                 1.27
August 7,459 151 7,610 2.0% 272.66$               492.83$               1.81 59.66$                 92.34$                 1.55
September 7,486 145 7,631 1.9% 218.60$               326.25$               1.49 64.86$                 88.66$                 1.37
October 7,497 146 7,643 1.9% 238.36$               303.84$               1.27 68.32$                 80.00$                 1.17
November 7,446 164 7,610 2.2% 189.48$               253.02$               1.34 60.79$                 100.81$               1.66
December 7,441 159 7,600 2.1% 251.02$               454.48$               1.81 79.66$                 104.29$               1.31


2009 January 7,558 141 7,699 1.8% 151.75$               90.53$                 0.60 37.75$                 56.59$                 1.50
February 7,614 147 7,761 1.9% 141.65$               163.96$               1.16 53.24$                 54.28$                 1.02
March 7,619 149 7,768 1.9% 169.38$               204.56$               1.21 61.85$                 91.73$                 1.48
April 7,621 138 7,759 1.8% 290.32$               640.83$               2.21 63.23$                 107.28$               1.70
May 7,577 168 7,745 2.2% 304.60$               513.80$               1.69 61.61$                 81.26$                 1.32
June 7,649 196 7,845 2.5% 293.91$               187.51$               0.64 68.73$                 74.93$                 1.09
July 7,655 215 7,870 2.7% 346.55$               716.40$               2.07 64.90$                 96.40$                 1.49
August 7,770 227 7,997 2.8% 352.46$               210.18$               0.60 65.39$                 92.96$                 1.42
September 7,768 232 8,000 2.9% 549.46$               375.16$               0.68 71.40$                 104.87$               1.47
October 8,018 236 8,254 2.9% 322.98$               214.07$               0.66 71.06$                 88.83$                 1.25
November 7,971 244 8,215 3.0% 282.67$               244.52$               0.87 69.52$                 95.43$                 1.37
December 8,431 277 8,708 3.2% 278.81$               234.19$               0.84 76.49$                 99.85$                 1.31


2010 January 8,774 250 9,024 2.8% 166.91$               275.44$               1.65 39.75$                 71.66$                 1.80
February 8,916 257 9,173 2.8% 224.69$               541.67$               2.41 47.91$                 71.07$                 1.48
March 9,083 255 9,338 2.7% 240.31$               1,081.38$            4.50 61.19$                 85.81$                 1.40
April 9,100 251 9,351 2.7% 271.17$               456.59$               1.68 62.19$                 101.46$               1.63
May 9,136 256 9,392 2.7% 223.56$               203.78$               0.91 64.84$                 76.77$                 1.18
June 9,204 282 9,486 3.0% 241.24$               415.59$               1.72 64.88$                 79.46$                 1.22
July 9,222 285 9,507 3.0% 241.86$               384.95$               1.59 61.48$                 67.62$                 1.10
August 9,263 278 9,541 2.9% 220.56$               635.83$               2.88 66.54$                 88.32$                 1.33
September 9,395 289 9,684 3.0% 225.40$               996.22$               4.42 63.08$                 60.98$                 0.97


87,897 1,833 89,730 2.0% 211.36$             276.97$             1.31 60.64$                82.80$                1.37
93,251 2,370 95,621 2.5% 291.02$             313.37$             1.08 63.96$                88.96$                1.39
82,093 2,403 84,496 2.8% 228.67$             558.54$             2.44 59.24$                77.83$                1.31


* Based on claims paid through December 31, 2010


YTD 2010


COBRA Summary


CY 2008
CY 2009


Medical Cost* Pharmacy Cost*Membership
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Medical Plan Enrollment and Demographics
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Subscriber Breakdown
 The following is a census snapshot by ABC Rating Area and Age Band as of 


December 31, 2014
– COBRA members are not included in the counts below
– The most populous regions are Area 3 (SF Bay Area) and Area 5 (Los Angeles)


Age Band 1 2 3 4 5 6 7 8 9 OOA Total by Age Band
< 30 16                43                199              59                183              39                108              52                69                15                783                        
30-39 13                69                262              71                230              44                86                63                79                38                955                        
40-49 35                112              269              65                290              81                75                73                94                43                1,137                     
50-54 16                73                199              72                206              66                50                59                51                14                806                        
55-59 27                77                190              71                221              74                57                68                43                15                843                        
60-64 16                77                166              64                185              64                44                44                57                9                 726                        
65+ 5                 27                40                12                48                7                 13                11                13                2                 178                        


Total by Rating Area 128             478             1,325          414             1,363          375             433             370             406             136             5,428                     


Subscriber by Age and Geography
Rating Area
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Subscriber Breakdown
 Brokers provide 28% of the total active PPO/HSA membership in the ABC


– The average subscriber age is about  three years younger for broker versus direct business


Plan Broker Direct Total by Plan
HSA1500 144              187              331                        
HSA2500 288              405              693                        
HSA2850 133              349              482                        
Protect10 36                242              278                        
Protect15 215              252              467                        
Protect25 358              1,460           1,818                     
Protect35 178              894              1,072                     
Protect45 51                236              287                        


Total by Broker/Direct 1,403          4,025          5,428                     


Subscriber by Plan and Broker/Direct
Broker Direct


Average Family Size 1.97 1.84


Average Age
Subscriber 43.8 47.2
Dependent - Spouse 47.7 51.4
Dependent - Children 12.8 14.3


Demographic Statistics
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Medical Plan High Cost Claimants
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Total Claimant Breakdown
 The chart below shows medical claims experience by year for incurred claims 


(stratified)
– There have been significantly more high cost claims in 2013 than prior years
– Four claimants have exceeded the stop loss threshold in 2014, paid as of December 31, 2014


Claims Level 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010
$0 to $5,000 n/a n/a n/a n/a n/a 4,431,280$    4,680,513$    4,712,047$    5,167,554$    6,136,727$    


$5,000 to $10,000 306 296 348 328 366 2,148,311$    2,049,582$    2,389,402$    2,293,225$    2,556,627$    
$10,000 to $25,000 181 202 192 224 266 2,768,697$    2,985,210$    3,005,321$    3,496,186$    4,049,064$    
$25,000 to $50,000 44 64 66 73 78 1,472,299$    2,324,582$    2,268,458$    2,460,447$    2,764,134$    
$50,000 to $100,000 32 31 29 46 46 2,352,147$    2,183,691$    1,992,152$    3,134,340$    3,139,523$    


$100,000 to $200,000 12 9 12 18 18 1,597,644$    1,397,587$    1,504,621$    2,678,574$    2,562,956$    
$200,000 to $300,000 3 0 4 5 8 757,892$      -$             923,438$      1,104,720$    1,986,215$    
$300,000 to $400,000 2 2 2 3 1 671,236$      682,381$      681,408$      1,115,369$    330,110$      
$400,000 to $500,000 3 1 1 1 1 1,396,919$    405,975$      410,882$      457,659$      461,349$      
Greater than $500,000 3 4 2 6 4 2,076,074$    2,476,605$    1,198,104$    5,972,261$    2,360,648$    


Total Before Stop-Loss Credits 586 609 656 704 788 19,672,499$  19,186,126$  19,085,833$  27,880,335$  26,347,353$  
Avg. Monthly Members / PMPM 7,277 7,188 7,478 7,968 9,536 225.28$        222.45$        212.70$        291.57$        230.24$        


Estimated Stop-Loss Credits* n/a n/a n/a n/a n/a (576,074)$     (357,772)$     (100,536)$     (2,828,925)$  (360,648)$     
PMPM n/a n/a n/a n/a n/a (6.60)$          (4.15)$          (1.12)$          (29.58)$        (3.15)$          


Total After Stop-Loss Credits 586 609 656 704 788 19,096,425$  18,828,354$  18,985,297$  25,051,410$  25,986,705$  
Avg. Monthly Members / PMPM 7,277 7,188 7,478 7,968 9,536 218.68$        218.30$        211.58$        261.99$        227.09$        


* The individual stop-loss threshold is $500,000


# of Claimants
Claim Experience by Level


Accumulated Paid Claims by Incurred Year
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Performance Guarantee Results
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2014 Medical Performance Guarantee Results
 The table below shows 2014 performance guarantee results through December 


2014


Cycle Time GOAL Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Annual 
Avg.


Claims Turnaround
% Processed within 14 days
Penalty: 2% of Annual ASO fee


85% 97.91% 98.17% 97.14% 98.23% 98.63% 98.50% 97.47% 98.67% 98.10% 97.92% 97.38% 98.14% 98.02%


% Processed within 30 days
Penalty: 1% of Annual ASO fee


98% 99.78% 99.80% 99.69% 99.93% 99.83% 99.91% 99.89% 99.91% 99.83% 99.86% 99.79% 99.85% 99.84%


BlueCard % Processed within 30 days
Penalty: 1% of Annual ASO fee


95% 98.33% 98.11% 100.00% 98.36% 99.01% 99.00% 99.09% 98.13% 100.00% 97.92% 98.74% 99.72% 98.89%


Claims Accuracy
PPO Financial Accuracy
Penalty: 1% of Annual ASO fee


96% 99.44% 99.88% 100.00% 99.90% 99.97% 91.25% 98.90% 77.89% 99.56% 100.00% 98.67% 100.00% 95.37%


PPO Item Accuracy
Penalty: 1% of Annual ASO fee


94% 99.91% 99.68% 100.00% 99.66% 99.91% 92.28% 99.38% 99.56% 99.65% 100.00% 99.91% 100.00% 99.18%


HMO Financial Accuracy
Penalty: 1% of Annual ASO fee


96% 96.45% 99.61% 99.98% 100.00% 100.00% 99.19% 100.00% 100.00% 100.00% 100.00% 99.56% 100.00% 99.63%


HMO Item Accuracy
Penalty: 1% of Annual ASO fee


94% 99.74% 99.45% 99.47% 100.00% 100.00% 92.69% 100.00% 100.00% 93.74% 100.00% 93.88% 100.00% 98.25%


Customer Service
Average Speed of Answer (in seconds)  
Penalty: 2% of Annual ASO fee


45 27.91 13.18 22.96 12.05 13.19 23.16 46.23 97.40 45.60 23.30 40.44 25.70 36.21


% of Lost Calls
Penalty: 2% of Annual ASO fee


5% 1.47% 0.75% 1.37% 0.69% 0.96% 1.55% 3.18% 10.03% 10.47% 2.23% 2.43% 1.70% 2.59%


Other Categories
Account Management Satisfaction         
Penalty: 2% of Annual Retention


Meets Meets Meets Meets


Maximim Penalty:                                 
10% of Annual Retention)


2010 Anthem Blue Cross Performance Guarantees
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Top Hospitals by Dollars Paid (CY 2013)


# of Admits Avg LOS Total Paid
2009 2009 2006-2008 2009 2009 2006-2008 2009


JOHN MUIR MEDICAL CENTER - WALNUT CREEK CA 14 181 n/a 13  $     11,341  n/a  $           2,052,807 
STANFORD UNIVERSITY HOSPITAL 13 157 179 12  $     12,669  $       7,835  $           1,988,997 
CITY OF HOPE NATIONAL MEDICAL CENTER 4 105 n/a 26  $     10,512  n/a  $           1,103,778 
CHILDRENS HOSPITAL CENTRAL CALIFORNIA 2 89 n/a 45  $       5,479  n/a  $             487,620 
RONALD REAGAN UCLA MEDICAL CENTER 8 58 137 7  $       6,573  $       5,304  $             381,225 
SUTTER GENERAL HOSPITAL 1 49 57 49  $       6,863  $       3,855  $             336,309 
EDEN HOSPITAL MEDICAL CENTER 1 8 n/a 8  $     41,539  n/a  $             332,308 
CEDARS SINAI MEDICAL CENTER 24 59 170 2  $       5,057  $       3,627  $             298,354 
LOS ROBLES REGIONAL MEDICAL CENTER 8 67 109 8  $       4,401  $       3,483  $             294,854 
MISSION HOSPITAL REGIONAL MEDICAL CENTER 7 33 n/a 5  $       8,809  n/a  $             290,702 
CALIFORNIA PACIFIC MEDICAL CENTER-PACIFIC 9 40 n/a 4  $       6,480  n/a  $             259,206 
SUTTER MEMORIAL HOSPITAL 2 22 n/a 11  $       9,532  n/a  $             209,701 
SAINT JOHNS HEALTH CENTER 10 47 n/a 5  $       4,320  n/a  $             203,026 
UCSF MEDICAL CENTER 11 41 n/a 4  $       4,763  n/a  $             195,276 
SIERRA VISTA REGIONAL MEDICAL CENTER 4 27 n/a 7  $       7,204  n/a  $             194,514 
PROVIDENCE LITTLE COMPANY OF MARY MEDICAL 5 43 n/a 9  $       4,104  n/a  $             176,482 
GOOD SAMARITAN HOSPITAL 6 19 n/a 3  $       9,204  n/a  $             174,867 
WASHINGTON HOSPITAL 5 16 n/a 3  $     10,808  n/a  $             172,921 
ST JOHNS REGIONAL MEDICAL CENTER 3 24 n/a 8  $       6,779  n/a  $             162,688 
PROVIDENCE TARZANA MEDICAL CENTER 7 22 n/a 3  $       7,384  n/a  $             162,442 
KINDRED HOSPITAL OF LA MIRADA 1 82 n/a 82  $       1,700  n/a  $             139,362 
SANTA CLARA VALLEY HEALTH & HOSPITAL SYSTE 2 37 n/a 19  $       3,569  n/a  $             132,036 
CALIFORNIA PACIFIC MEDICAL CENTER - DAVIES 1 15 n/a 15  $       7,963  n/a  $             119,441 
ALTA BATES SUMMIT MC-ALTA BATES/HERRICK CA 2 28 n/a 14  $       3,734  n/a  $             104,543 
ST JOSEPH HOSPITAL - ORANGE 6 22 n/a 4  $       4,136  n/a  $               90,989 


Total Top Providers  $      10,064,448 
Total All Others  $        2,466,235 
Total All Providers  $      12,530,683 


Paid per DayTotal Days
Inpatient Providers by Highest Amount Paid  for Paid and Incurred in CY2009


Provider Name
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Top Hospitals by Dollars Paid (2006 through 2012)


# of Admits Total Days Avg LOS Paid Per Day Total Paid


STANFORD UNIVERSITY HOSPITAL 33 179 5  $       7,835  $           1,402,426 
COMMUNITY MEMORIAL HOSPITAL SAN BUENAVENTURA 17 98 6  $       7,760  $             760,456 
GROSSMONT DISTRICT HOSPITAL 18 165 9  $       4,413  $             728,126 
RONALD REAGAN UCLA MEDICAL CENTER 34 137 4  $       5,304  $             726,662 
SCRIPPS GREEN HOSPITAL 10 125 13  $       5,707  $             713,432 
MARIN GENERAL HOSPITAL 16 71 4  $       9,319  $             661,649 
CEDARS SINAI MEDICAL CENTER 56 170 3  $       3,627  $             616,519 
HOAG MEMORIAL HOSPITAL PRESBYTERIAN 19 106 6  $       3,930  $             416,613 
JOHN MUIR MEDICAL CENTER - WALNUT CREEK CAMPUS 23 65 3  $       6,302  $             409,628 
ENCINO TARZANA REG MED CTR-TARZANA CAMPUS 35 185 5  $       2,193  $             405,768 
COMMUNITY HOSPITAL OF MONTEREY PENINSULA 15 39 3  $     10,353  $             403,778 
CALIFORNIA PACIFIC MEDICAL CENTER-PACIFIC CAMPUS 22 81 4  $       4,894  $             396,432 
LOS ROBLES REGIONAL MEDICAL CENTER 25 109 4  $       3,483  $             379,596 
SHARP MEMORIAL HOSPITAL 5 41 8  $       7,731  $             316,987 
SEQUOIA HEALTH SERVICES 12 42 4  $       6,494  $             272,765 
ENLOE MEDICAL CENTER INC 28 74 3  $       3,421  $             253,137 
SANTA BARBARA COTTAGE HOSPITAL 15 50 3  $       4,975  $             248,773 
SETON MEDICAL CENTER 7 129 18  $       1,889  $             243,736 
SUTTER ROSEVILLE MEDICAL CENTER 4 18 5  $     13,322  $             239,799 
CENTURY CITY DOCTORS HOSPITAL 12 46 4  $       5,131  $             236,021 
QUEEN OF THE VALLEY MEDICAL CENTER 9 62 7  $       3,799  $             235,547 
COMMUNITY MEDICAL CENTER - FRESNO 9 214 24  $       1,046  $             223,808 
SUTTER GENERAL HOSPITAL 15 57 4  $       3,855  $             219,713 
ST JOHNS HOSPITAL AND HEALTH CENTER 37 105 3  $       2,048  $             215,074 
HUNTINGTON MEMORIAL HOSPITAL 19 80 4  $       2,550  $             203,969 


Total Top Providers  $      10,930,414 
Total All Others  $        6,201,430 
Total All Providers  $      17,131,845 


Inpatient Providers by Highest Amount Paid  for Paid and Incurred in CY2006-CY2008
Provider Name
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Background
 This report contains the most recent claims, utilization, and membership 


information for the ABC’s medical PPO and HSA plans.


 The claims and utilization numbers presented in this report are on an incurred 
claims basis with claims paid through December 31, 2014.



http://www.cpaprotectplus.com/main/index.php

http://www.cpaprotectplus.com/main/index.php
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Medical Plan Cost and Utilization



http://www.cpaprotectplus.com/main/index.php

http://www.cpaprotectplus.com/main/index.php
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Plan Experience
 The following chart and table show incurred medical and pharmacy claims for 


2014 through 2014 by major service category.
– Claims experience was relatively flat from 2014 through 2014; however, inpatient claims spiked 


significantly in 2013, which was the primary driver of the 20.0% increase in total cost for that year. 
– 2014 experience is expected to increase because it is not fully completed. 


Inpatient Outpatient Professional
Medical 


Total
Stop-Loss 


Credits
Stop-Loss 
Premium Pharmacy


Grand 
Total


2006 7,277 78.17$        57.44$        89.67$         225.28$      (6.60)$        4.57$         $54.76 278.01$      --
2007 7,188 63.44$        64.46$        94.16$         222.05$      (4.15)$        5.13$         $58.93 281.97$      1.4%
2008 7,478 58.30$        62.30$        92.10$         212.70$      (1.12)$        5.39$         $61.09 278.06$      -1.4%
2009 7,968 123.63$      68.99$        98.95$         291.57$      (29.58)$      5.37$         $64.58 331.94$      19.4%
2010 9,536 72.93$        62.67$        94.64$         230.24$      (3.15)$        6.39$         $60.56 294.03$      -11.4%


* Based on claims paid through December 31, 2010


%
Total Cost 


Change


Avg. 
Monthly 


Members


Incurred 
Year


Plan Cost (PMPM)*
Cost Summary
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Inpatient Outpatient Professional Pharmacy
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Inpatient Cost and Discount Information
 The tables below show inpatient claims experience over the past four years.


– Inpatient cost more than doubled in 2014 versus 2013, primarily driven by increased high cost 
claims in 2014.


– Although the 2014 inpatient cost is incomplete, it has moderated from 2013 levels.
– Administrative savings (as a percentage of billed charges) decreased significantly in 2013 compared 


to the prior two years (i.e., from around 70.0% in 20010-11 to 61.9% in 2012).  Results for 2014 
show an increase in this percentage (i.e., 64.7%).


%


In-Network Out-of-Network Total Out-of-Network


2006 7,277 77.69$               0.48$                78.17$               -- 0.6%
2007 7,188 62.59$               0.84$                63.44$               -18.8% 1.3%
2008 7,478 57.70$               0.61$                58.30$               -8.1% 1.0%
2009 7,968 121.21$             2.42$                123.63$             112.0% 2.0%


2010* 9,536 72.23$               0.70$                72.93$               n/a n/a


Billed Admin Savings Cost Sharing Plan Cost Billed Admin Savings Cost Sharing Plan Cost
2006 22,444,921$       15,193,924$       467,145$           6,783,852$         100.0% 67.7% 2.1% 30.2%
2007 19,591,366$       13,701,351$       491,263$           5,398,752$         100.0% 69.9% 2.5% 27.6%
2008 19,131,245$       13,347,476$       606,689$           5,177,080$         100.0% 69.8% 3.2% 27.1%
2009 31,917,024$       19,762,494$       564,636$           11,589,894$       100.0% 61.9% 1.8% 36.3%


2010* 25,357,959$       16,406,526$       686,056$           8,265,377$         100.0% 64.7% 2.7% 32.6%


* Incurred and paid through December 31, 2010, which is largely incomplete


Inpatient - Plan Cost Summary


Avg. Monthly 
Members


Plan Cost (PMPM)
% Plan Cost 


ChangeIncurred Year


Incurred Year
In-Network Amounts In-Network Percentages


Inpatient - In-Network Cost Breakout
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Inpatient Cost and Utilization by Major Diagnostic Category
 Though 2014 claims are not yet mature, hospital admits and days per 1,000 


members show improvement compared to 2013.


MDC** MDC Description 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010


1 Nervous System 3.6 3.1 2.4 2.5 2.1 42.0 20.0 6.0 14.0 15.0
2 Eye Disorders -- -- -- 0.1 0.2 -- -- -- 0.0 1.0
3 Ear/Nose/Throat Disorders 0.8 1.5 0.4 0.6 0.5 2.0 4.0 0.0 1.0 1.0
4 Respiratory System 2.4 3.3 2.5 2.8 2.5 9.0 16.0 14.0 14.0 12.0
5 Circulatory System 7.6 4.0 5.3 5.3 4.7 25.0 16.0 12.0 22.0 12.0
6 Digestive System 8.4 7.0 5.9 6.3 5.7 54.0 31.0 47.0 33.0 23.0
7 Hepatobiliary 2.1 1.8 2.0 1.4 1.0 11.0 22.0 6.0 17.0 3.0
8 Muscle/Tissue Disorders 7.6 6.1 5.2 4.9 4.6 25.0 20.0 14.0 16.0 14.0
9 Skin Disorders 1.3 1.1 0.8 1.6 0.9 11.0 3.0 3.0 7.0 3.0
10 Endocrine Disorders 1.0 1.9 1.6 1.4 1.2 3.0 4.0 3.0 3.0 3.0
11 Kidney Disorders 1.1 1.4 2.0 1.3 1.0 2.0 2.0 11.0 4.0 4.0
12 Male Reproductive 0.3 0.6 0.7 0.6 0.2 0.0 1.0 1.0 1.0 0.0
13 Female Reproductive 3.1 2.4 2.8 3.5 1.9 8.0 5.0 6.0 8.0 5.0
14 Pregnancy 8.4 9.5 8.8 9.9 11.1 22.0 25.0 22.0 25.0 27.0
15 Newborns 1.1 1.1 1.6 2.1 1.5 5.0 6.0 16.0 34.0 12.0
16 Blood Disorders 0.1 0.7 0.4 0.5 0.3 0.0 4.0 3.0 3.0 1.0
17 Myelo Disorders 1.4 1.1 0.7 0.6 0.6 9.0 5.0 3.0 17.0 3.0
18 Parasitic Disorders 1.0 0.7 1.6 1.0 1.0 12.0 2.0 14.0 6.0 5.0
19 Mental Health 2.2 2.6 3.2 2.1 3.0 16.0 18.0 46.0 15.0 19.0
20 Chem/Substance Abuse 0.8 1.0 1.1 0.3 0.4 12.0 10.0 9.0 1.0 2.0
21 Injuries/Poisonings 0.4 0.3 1.1 1.1 0.8 2.0 1.0 3.0 2.0 3.0
22 Burns -- -- -- -- -- -- -- -- -- --
23 Health Status 0.6 0.7 0.5 0.6 0.4 5.0 10.0 5.0 21.0 1.0
24 Multiple Significant Trauma 0.3 0.1 -- -- 0.3 2.0 1.0 -- -- 3.0
25 HIV Infection -- -- -- -- -- -- -- -- -- --


Total: 55.6 52.0 50.6 50.5 45.9 278.0 227.0 244.0 264.0 172.0
* Based on claims paid through December 31, 2010
** MDC numbers do not indicate rank but are reference numbers used by Anthem for year-to-year consistency


Admits Per 1,000 Members Days Per 1,000 Members


Cost and Utilization Statistics*
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Inpatient Cost and Utilization by Major Diagnostic Category
 The average hospital claims paid per day through 2014 is lower than the 2013 


level, but higher than 2014-2012 levels, across majority of the MDCs.


MDC** MDC Description 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010


1 Nervous System 11.5 6.5 2.6 5.6 7.3  $      2,873  $      2,781  $      4,569  $      8,086  $      6,253 
2 Eye Disorders -- -- -- 1.0 3.5  --  --  --  $      3,410  $      3,427 
3 Ear/Nose/Throat Disorders 1.8 2.7 1.0 2.0 2.0  $      2,551  $      5,413  $      2,148  $      3,498  $      3,112 
4 Respiratory System 3.7 4.8 5.4 5.0 4.6  $      2,998  $      4,021  $      1,491  $      6,591  $      7,098 
5 Circulatory System 3.3 4.0 2.3 4.2 2.5  $      6,463  $      5,160  $      6,404  $      6,711  $      7,577 
6 Digestive System 6.4 4.5 8.0 5.3 4.1  $      3,548  $      2,491  $      3,706  $      7,114  $      5,124 
7 Hepatobiliary 5.1 11.9 3.0 12.3 2.7  $      7,021  $      5,057  $      5,544  $      9,764  $      5,141 
8 Muscle/Tissue Disorders 3.4 3.3 2.7 3.3 3.1  $      3,918  $      5,100  $      6,112  $      6,122  $      7,692 
9 Skin Disorders 8.8 3.0 3.2 4.0 2.7  $      3,383  $      2,573  $      3,134  $      3,468  $      4,256 
10 Endocrine Disorders 2.6 2.0 1.9 2.0 2.3  $      2,947  $      3,553  $      3,381  $      3,611  $      5,844 
11 Kidney Disorders 1.6 1.6 5.5 3.5 3.4  $      2,625  $      4,406  $      1,220  $      3,495  $      4,012 
12 Male Reproductive 1.0 2.0 1.6 1.2 1.0  $      2,684  $      2,097  $      3,038  $      8,888  $      7,647 
13 Female Reproductive 2.7 2.3 2.0 2.3 2.9  $      2,705  $      2,008  $      3,313  $      4,165  $      3,231 
14 Pregnancy 2.7 2.7 2.5 2.5 2.4  $      1,994  $      1,983  $      2,261  $      4,368  $      3,102 
15 Newborns 4.9 5.3 10.2 15.7 8.1  $      1,400  $      1,672  $      2,612  $      6,683  $      4,024 
16 Blood Disorders 1.0 6.2 6.3 5.8 2.3  $      2,264  $      8,633  $      4,189  $      8,149  $      2,959 
17 Myelo Disorders 6.7 4.8 4.2 26.4 5.5  $      4,279  $      6,923  $    10,246  $      9,146  $      5,962 
18 Parasitic Disorders 12.4 2.8 8.5 5.5 5.0  $      3,640  $      1,518  $      1,923  $      2,905  $      1,967 
19 Mental Health 7.1 6.7 14.5 7.2 6.3  $      1,414  $      1,033  $        563  $        932  $      1,540 
20 Chem/Substance Abuse 14.8 10.1 8.8 5.5 5.0  $        325  $        454  $        573  $        453  $        543 
21 Injuries/Poisonings 3.7 2.0 3.1 2.0 3.6  $      1,513  $      5,286  $      3,533  $      2,535  $      3,882 
22 Burns -- -- -- -- -- -- -- -- -- --
23 Health Status 9.5 14.2 9.3 33.4 3.5  $      3,880  $      1,293  $      3,440  $      3,780  $      2,167 
24 Multiple Significant Trauma 8.5 9.0 -- -- 8.7  $      2,171  $      9,246  --  --  $    15,320 
25 HIV Infection -- -- -- -- -- -- -- -- -- --


Total: 5.0 4.4 4.8 5.2 3.7  $    3,385  $    3,290  $    2,840  $    5,956  $    4,815 
* Based on claims paid through December 31, 2010
** MDC numbers do not indicate rank but are reference numbers used by Anthem for year-to-year consistency


Average Hospital Paid Per DayAverage Length of Stay


Cost and Utilization Statistics*
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Top Hospitals by Dollars Paid (2014) 
 The chart below provides utilization/cost measures for those hospitals with the 


highest paid claims in 2014.  (2013 measures are provided if the hospital was also a high cost 
hospital in 2012.)


# of Admits Avg LOS Total Paid
2010 2010 2009 2010 2010 2009 2010


LOS ROBLES REGIONAL MEDICAL CENTER 12 107 67 9  $       4,860  $       4,401  $             519,997 
LUCILE SALTER PACKARD CHILDRENS HOSPITAL O 3 31 n/a 10  $     15,063  n/a  $             466,951 
UCSF MEDICAL CENTER 8 61 41 8  $       6,532  $       4,763  $             398,470 
JOHN MUIR MEDICAL CENTER - WALNUT CREEK CA 9 47 181 5  $       8,178  $     11,341  $             384,371 
JOHN MUIR MEDICAL CENTER - CONCORD CAMPUS 6 42 n/a 7  $       8,562  n/a  $             359,608 
STANFORD UNIVERSITY HOSPITAL 7 41 157 6  $       8,614  $     12,669  $             353,190 
HOAG MEMORIAL HOSPITAL PRESBYTERIAN 13 64 n/a 5  $       5,035  n/a  $             322,254 
CEDARS SINAI MEDICAL CENTER 18 60 59 3  $       4,845  $       5,057  $             290,682 
SANTA BARBARA COTTAGE HOSPITAL 3 12 n/a 4  $     18,590  n/a  $             223,084 
GOOD SAMARITAN HOSPITAL 9 26 19 3  $       7,457  $       9,204  $             193,874 
WASHINGTON HOSPITAL 4 30 16 8  $       6,245  $     10,808  $             187,362 
CALIFORNIA PACIFIC MEDICAL CENTER-CALIFORN 6 30 n/a 5  $       6,081  n/a  $             182,418 
JOHNS HOPKINS HOSPITAL 2 28 n/a 14  $       6,362  n/a  $             178,131 
SCRIPPS GREEN HOSPITAL 4 8 n/a 2  $     21,944  n/a  $             175,555 
COMMUNITY HOSPITAL OF THE MONTEREY PENINSU 2 25 n/a 13  $       6,722  n/a  $             168,046 
SCRIPPS MEMORIAL HOSPITAL - LA JOLLA 3 8 n/a 3  $     20,163  n/a  $             161,300 
HUNTINGTON MEMORIAL HOSPITAL 14 52 n/a 4  $       2,969  n/a  $             154,365 
PROVIDENCE TARZANA MEDICAL CENTER 16 35 22 2  $       4,140  $       7,384  $             144,914 
ST MARY MEDICAL CENTER 4 30 n/a 8  $       3,825  n/a  $             114,736 
MARINA DEL REY HOSPITAL 6 33 n/a 6  $       3,342  n/a  $             110,296 
WEST HILLS HOSPITAL & MEDICAL CENTER 8 24 n/a 3  $       4,235  n/a  $             101,638 
PENINSULA HOSPITAL & MEDICAL CENTER 7 21 n/a 3  $       4,597  n/a  $               96,536 
PROVIDENCE SAINT JOSEPH MEDICAL CENTER 10 29 n/a 3  $       3,327  n/a  $               96,485 
SAINT JOHNS HEALTH CENTER 12 36 47 3  $       2,676  $       4,320  $               96,339 
NATIVIDAD MEDICAL CENTER 2 6 n/a 3  $     13,977  n/a  $               83,864 


Total Top Providers  $        5,564,466 
Total All Others  $        2,323,473 
Total All Providers  $        7,887,939 


* Based on claims paid through December 31, 2010


Inpatient Providers by Highest Amount Paid  for Paid and Incurred in 2010*
Provider Name Total Days Paid per Day
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Outpatient Cost and Discount Information
 The tables below show outpatient claims experience over the past four years.


– The 2013 outpatient cost was 10.8% higher than that in 2012, and 2014 shows improvement over 
2013 based on immature claim experience.


– The administrative savings as a percentage of billed charges has remained relatively stable from 
2014 through 20114.


%


In-Network Out-of-Network Total Out-of-Network


2006 7,277 55.11$               2.33$                57.44$               -- 4.1%
2007 7,188 62.91$               1.54$                64.46$               12.2% 2.4%
2008 7,478 61.14$               1.16$                62.30$               -3.4% 1.9%
2009 7,968 66.97$               2.02$                68.99$               10.8% 2.9%


2010* 9,536 60.21$               2.46$                62.67$               n/a n/a


Billed Admin Savings Cost Sharing Plan Cost Billed Admin Savings Cost Sharing Plan Cost
2006 15,960,968$       9,586,067$         1,562,494$         4,812,407$         100.0% 60.1% 9.8% 30.2%
2007 17,660,581$       10,518,666$       1,715,697$         5,426,218$         100.0% 59.6% 9.7% 30.7%
2008 19,128,542$       11,793,110$       1,849,682$         5,485,750$         100.0% 61.7% 9.7% 28.7%
2009 21,544,358$       13,021,816$       2,118,427$         6,404,115$         100.0% 60.4% 9.8% 29.7%


2010* 24,683,402$       15,261,587$       2,531,887$         6,889,928$         100.0% 61.8% 10.3% 27.9%


* Incurred and paid through December 31, 2010, which is largely incomplete


Outpatient - Plan Cost Summary


Avg. Monthly 
Members


Outpatient - In-Network Cost Breakout


Incurred Year
In-Network Amounts In-Network Percentages


Incurred Year
Plan Cost (PMPM)


% Plan Cost 
Change



http://www.cpaprotectplus.com/main/index.php

http://www.cpaprotectplus.com/main/index.php





- 10 - C
SC


PA
_Q


4'
10


 R
ep


or
t_


11
01


31
.p


pt
x


Professional Cost and Discount Information
 The tables below show professional claims experience over the past four years.


– The 2013 outpatient cost was 7.4% higher than that in 2012, and 2014 shows improvement over 
2013 based on immature claim experience.


– The decrease in the 2013 cost sharing percentage is due in part to the introduction of the enhanced 
plans (i.e., the first 6 office visits are not subject to the deductible).


– The administrative savings as a percentage of billed charges has slightly decreased in 2014 
compared to previous years.


%


In-Network Out-of-Network Total Out-of-Network


2006 7,277 78.40$               11.27$               89.67$               -- 12.6%
2007 7,188 82.83$               11.33$               94.16$               5.0% 12.0%
2008 7,478 81.11$               11.00$               92.10$               -2.2% 11.9%
2009 7,968 87.50$               11.44$               98.95$               7.4% 11.6%


2010* 9,536 84.47$               10.17$               94.64$               n/a n/a


Billed Admin Savings Cost Sharing Plan Cost Billed Admin Savings Cost Sharing Plan Cost
2006 20,402,753$       10,000,455$       3,556,237$         6,846,061$         100.0% 49.0% 17.4% 33.6%
2007 21,249,486$       10,447,605$       3,658,163$         7,143,718$         100.0% 49.2% 17.2% 33.6%
2008 21,360,041$       10,477,696$       3,604,487$         7,277,858$         100.0% 49.1% 16.9% 34.1%
2009 24,530,597$       12,369,532$       3,793,944$         8,367,121$         100.0% 50.4% 15.5% 34.1%


2010* 26,898,255$       13,036,762$       4,194,646$         9,666,847$         100.0% 48.5% 15.6% 35.9%


* Incurred and paid through December 31, 2010, which is largely incomplete


Professional - Plan Cost Summary


Incurred Year
Avg. Monthly 


Members


Plan Cost (PMPM)
% Plan Cost 


Change


Professional - In-Network Cost Breakout


Incurred Year
In-Network Amounts In-Network Percentages
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Pharmacy Cost and Utilization
 These charts present the ABC’s 


average monthly prescriptions 
per member and the average 
amount paid by the plan per 
type of prescription.
– On a PMPM basis the number of 


prescriptions decreased from 2014 to 
2013, then increased again in 2014.


– The average amount paid per generic 
prescription has risen each year from 
2011 through 2014.


– While the average paid per generic 
prescription increased 2.8% from 2012 
to 2014, the corresponding average 
amount paid per brand prescription 
increased by 8.2%.


– Despite the increase in average paid 
per script for both generic and brand 
prescriptions, the combined average 
decreased by 1.3% from 2011 to 
2014, due to an increase in generic 
dispensing rate.
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Pharmacy Cost and Utilization
 These charts display the 


ABC’s historical generic 
dispensing rates
– The top chart depicts the generic 


dispensing rates for the ABC’s top 4 
therapeutic classes (as defined by 
total plan paid in 2014).  These four 
therapeutic classes represented 
about 28.5% of total prescription 
drug spend.
• The generic dispensing rate for 


antiasthmatic drugs has declined 
significantly since 2011 


– The bottom chart compares the 
ABC’s generic dispensing rates to 
the average rates for Medco’s 
customers.  ABC is consistently 
lower than Medco.
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Active vs. COBRA Member Analysis 
 COBRA membership has 


stabilized, averaging 2.8% of the 
total plan in 2014.
– The ratio of medical costs for COBRA 


versus Actives increased sharply in the 
first and third quarters of 2014 compared 
to 2011 – 2013.  COBRA membership is 
small so experience could be erratic.


– The pharmacy cost ratio for COBRA 
versus Active remains relatively stable 
from 2011 to 2013, fluctuating around 
1.40 but in 2014 through September, the 
ratio dropped to 1.30.


– A detailed COBRA summary is shown on 
the following page.
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Active vs. COBRA Member Analysis 


Active COBRA Total COBRA % Active COBRA
COBRA / Active 


Cost Ratio Active COBRA
COBRA / Active 


Cost Ratio


2008 January 7,224 162 7,386 2.2% 152.11$               59.62$                 0.39 39.38$                 77.91$                 1.98
February 7,174 156 7,330 2.1% 151.33$               320.70$               2.12 53.55$                 55.43$                 1.04
March 7,208 152 7,360 2.1% 181.79$               64.76$                 0.36 56.85$                 65.09$                 1.14
April 7,241 141 7,382 1.9% 179.14$               94.09$                 0.53 57.31$                 78.45$                 1.37
May 7,222 141 7,363 1.9% 221.10$               75.43$                 0.34 58.72$                 82.78$                 1.41
June 7,171 154 7,325 2.1% 246.46$               73.01$                 0.30 62.40$                 83.40$                 1.34
July 7,328 162 7,490 2.2% 230.09$               760.31$               3.30 65.07$                 82.96$                 1.27
August 7,459 151 7,610 2.0% 272.66$               492.83$               1.81 59.66$                 92.34$                 1.55
September 7,486 145 7,631 1.9% 218.60$               326.25$               1.49 64.86$                 88.66$                 1.37
October 7,497 146 7,643 1.9% 238.36$               303.84$               1.27 68.32$                 80.00$                 1.17
November 7,446 164 7,610 2.2% 189.48$               253.02$               1.34 60.79$                 100.81$               1.66
December 7,441 159 7,600 2.1% 251.02$               454.48$               1.81 79.66$                 104.29$               1.31


2009 January 7,558 141 7,699 1.8% 151.75$               90.53$                 0.60 37.75$                 56.59$                 1.50
February 7,614 147 7,761 1.9% 141.65$               163.96$               1.16 53.24$                 54.28$                 1.02
March 7,619 149 7,768 1.9% 169.38$               204.56$               1.21 61.85$                 91.73$                 1.48
April 7,621 138 7,759 1.8% 290.32$               640.83$               2.21 63.23$                 107.28$               1.70
May 7,577 168 7,745 2.2% 304.60$               513.80$               1.69 61.61$                 81.26$                 1.32
June 7,649 196 7,845 2.5% 293.91$               187.51$               0.64 68.73$                 74.93$                 1.09
July 7,655 215 7,870 2.7% 346.55$               716.40$               2.07 64.90$                 96.40$                 1.49
August 7,770 227 7,997 2.8% 352.46$               210.18$               0.60 65.39$                 92.96$                 1.42
September 7,768 232 8,000 2.9% 549.46$               375.16$               0.68 71.40$                 104.87$               1.47
October 8,018 236 8,254 2.9% 322.98$               214.07$               0.66 71.06$                 88.83$                 1.25
November 7,971 244 8,215 3.0% 282.67$               244.52$               0.87 69.52$                 95.43$                 1.37
December 8,431 277 8,708 3.2% 278.81$               234.19$               0.84 76.49$                 99.85$                 1.31


2010 January 8,774 250 9,024 2.8% 166.91$               275.44$               1.65 39.75$                 71.66$                 1.80
February 8,916 257 9,173 2.8% 224.69$               541.67$               2.41 47.91$                 71.07$                 1.48
March 9,083 255 9,338 2.7% 240.31$               1,081.38$            4.50 61.19$                 85.81$                 1.40
April 9,100 251 9,351 2.7% 271.17$               456.59$               1.68 62.19$                 101.46$               1.63
May 9,136 256 9,392 2.7% 223.56$               203.78$               0.91 64.84$                 76.77$                 1.18
June 9,204 282 9,486 3.0% 241.24$               415.59$               1.72 64.88$                 79.46$                 1.22
July 9,222 285 9,507 3.0% 241.86$               384.95$               1.59 61.48$                 67.62$                 1.10
August 9,263 278 9,541 2.9% 220.56$               635.83$               2.88 66.54$                 88.32$                 1.33
September 9,395 289 9,684 3.0% 225.40$               996.22$               4.42 63.08$                 60.98$                 0.97


87,897 1,833 89,730 2.0% 211.36$             276.97$             1.31 60.64$                82.80$                1.37
93,251 2,370 95,621 2.5% 291.02$             313.37$             1.08 63.96$                88.96$                1.39
82,093 2,403 84,496 2.8% 228.67$             558.54$             2.44 59.24$                77.83$                1.31


* Based on claims paid through December 31, 2010


YTD 2010


COBRA Summary


CY 2008
CY 2009


Medical Cost* Pharmacy Cost*Membership
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Medical Plan Enrollment and Demographics
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Subscriber Breakdown
 The following is a census snapshot by ABC Rating Area and Age Band as of 


December 31, 2014
– COBRA members are not included in the counts below
– The most populous regions are Area 3 (SF Bay Area) and Area 5 (Los Angeles)


Age Band 1 2 3 4 5 6 7 8 9 OOA Total by Age Band
< 30 16                43                199              59                183              39                108              52                69                15                783                        
30-39 13                69                262              71                230              44                86                63                79                38                955                        
40-49 35                112              269              65                290              81                75                73                94                43                1,137                     
50-54 16                73                199              72                206              66                50                59                51                14                806                        
55-59 27                77                190              71                221              74                57                68                43                15                843                        
60-64 16                77                166              64                185              64                44                44                57                9                 726                        
65+ 5                 27                40                12                48                7                 13                11                13                2                 178                        


Total by Rating Area 128             478             1,325          414             1,363          375             433             370             406             136             5,428                     


Subscriber by Age and Geography
Rating Area
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Subscriber Breakdown
 Brokers provide 28% of the total active PPO/HSA membership in the ABC


– The average subscriber age is about  three years younger for broker versus direct business


Plan Broker Direct Total by Plan
HSA1500 144              187              331                        
HSA2500 288              405              693                        
HSA2850 133              349              482                        
Protect10 36                242              278                        
Protect15 215              252              467                        
Protect25 358              1,460           1,818                     
Protect35 178              894              1,072                     
Protect45 51                236              287                        


Total by Broker/Direct 1,403          4,025          5,428                     


Subscriber by Plan and Broker/Direct
Broker Direct


Average Family Size 1.97 1.84


Average Age
Subscriber 43.8 47.2
Dependent - Spouse 47.7 51.4
Dependent - Children 12.8 14.3


Demographic Statistics
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Medical Plan High Cost Claimants
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Total Claimant Breakdown
 The chart below shows medical claims experience by year for incurred claims 


(stratified)
– There have been significantly more high cost claims in 2013 than prior years
– Four claimants have exceeded the stop loss threshold in 2014, paid as of December 31, 2014


Claims Level 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010
$0 to $5,000 n/a n/a n/a n/a n/a 4,431,280$    4,680,513$    4,712,047$    5,167,554$    6,136,727$    


$5,000 to $10,000 306 296 348 328 366 2,148,311$    2,049,582$    2,389,402$    2,293,225$    2,556,627$    
$10,000 to $25,000 181 202 192 224 266 2,768,697$    2,985,210$    3,005,321$    3,496,186$    4,049,064$    
$25,000 to $50,000 44 64 66 73 78 1,472,299$    2,324,582$    2,268,458$    2,460,447$    2,764,134$    
$50,000 to $100,000 32 31 29 46 46 2,352,147$    2,183,691$    1,992,152$    3,134,340$    3,139,523$    


$100,000 to $200,000 12 9 12 18 18 1,597,644$    1,397,587$    1,504,621$    2,678,574$    2,562,956$    
$200,000 to $300,000 3 0 4 5 8 757,892$      -$             923,438$      1,104,720$    1,986,215$    
$300,000 to $400,000 2 2 2 3 1 671,236$      682,381$      681,408$      1,115,369$    330,110$      
$400,000 to $500,000 3 1 1 1 1 1,396,919$    405,975$      410,882$      457,659$      461,349$      
Greater than $500,000 3 4 2 6 4 2,076,074$    2,476,605$    1,198,104$    5,972,261$    2,360,648$    


Total Before Stop-Loss Credits 586 609 656 704 788 19,672,499$  19,186,126$  19,085,833$  27,880,335$  26,347,353$  
Avg. Monthly Members / PMPM 7,277 7,188 7,478 7,968 9,536 225.28$        222.45$        212.70$        291.57$        230.24$        


Estimated Stop-Loss Credits* n/a n/a n/a n/a n/a (576,074)$     (357,772)$     (100,536)$     (2,828,925)$  (360,648)$     
PMPM n/a n/a n/a n/a n/a (6.60)$          (4.15)$          (1.12)$          (29.58)$        (3.15)$          


Total After Stop-Loss Credits 586 609 656 704 788 19,096,425$  18,828,354$  18,985,297$  25,051,410$  25,986,705$  
Avg. Monthly Members / PMPM 7,277 7,188 7,478 7,968 9,536 218.68$        218.30$        211.58$        261.99$        227.09$        


* The individual stop-loss threshold is $500,000


# of Claimants


Claim Experience by Level
Accumulated Paid Claims by Incurred Year
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Performance Guarantee Results
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2014 Medical Performance Guarantee Results
 The table below shows 2014 performance guarantee results through December 


2014


Cycle Time GOAL Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Annual 


Avg.
Claims Turnaround
% Processed within 14 days
Penalty: 2% of Annual ASO fee


85% 97.91% 98.17% 97.14% 98.23% 98.63% 98.50% 97.47% 98.67% 98.10% 97.92% 97.38% 98.14% 98.02%


% Processed within 30 days
Penalty: 1% of Annual ASO fee


98% 99.78% 99.80% 99.69% 99.93% 99.83% 99.91% 99.89% 99.91% 99.83% 99.86% 99.79% 99.85% 99.84%


BlueCard % Processed within 30 days
Penalty: 1% of Annual ASO fee


95% 98.33% 98.11% 100.00% 98.36% 99.01% 99.00% 99.09% 98.13% 100.00% 97.92% 98.74% 99.72% 98.89%


Claims Accuracy
PPO Financial Accuracy
Penalty: 1% of Annual ASO fee


96% 99.44% 99.88% 100.00% 99.90% 99.97% 91.25% 98.90% 77.89% 99.56% 100.00% 98.67% 100.00% 95.37%


PPO Item Accuracy
Penalty: 1% of Annual ASO fee


94% 99.91% 99.68% 100.00% 99.66% 99.91% 92.28% 99.38% 99.56% 99.65% 100.00% 99.91% 100.00% 99.18%


HMO Financial Accuracy
Penalty: 1% of Annual ASO fee


96% 96.45% 99.61% 99.98% 100.00% 100.00% 99.19% 100.00% 100.00% 100.00% 100.00% 99.56% 100.00% 99.63%


HMO Item Accuracy
Penalty: 1% of Annual ASO fee


94% 99.74% 99.45% 99.47% 100.00% 100.00% 92.69% 100.00% 100.00% 93.74% 100.00% 93.88% 100.00% 98.25%


Customer Service
Average Speed of Answer (in seconds)                                                                                                                                                                
Penalty: 2% of Annual ASO fee


45 27.91 13.18 22.96 12.05 13.19 23.16 46.23 97.40 45.60 23.30 40.44 25.70 36.21


% of Lost Calls
Penalty: 2% of Annual ASO fee


5% 1.47% 0.75% 1.37% 0.69% 0.96% 1.55% 3.18% 10.03% 10.47% 2.23% 2.43% 1.70% 2.59%


Other Categories
Account Management Satisfaction                                                                                                                                                                        
Penalty: 2% of Annual Retention


Meets Meets Meets Meets


Maximim Penalty:                                                                                                                                                                                                           
10% of Annual Retention)


2010 Anthem Blue Cross Performance Guarantees
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Top Hospitals by Dollars Paid (CY 2013)


# of Admits Avg LOS Total Paid
2009 2009 2006-2008 2009 2009 2006-2008 2009


JOHN MUIR MEDICAL CENTER - WALNUT CREEK CA 14 181 n/a 13  $     11,341  n/a  $           2,052,807 
STANFORD UNIVERSITY HOSPITAL 13 157 179 12  $     12,669  $       7,835  $           1,988,997 
CITY OF HOPE NATIONAL MEDICAL CENTER 4 105 n/a 26  $     10,512  n/a  $           1,103,778 
CHILDRENS HOSPITAL CENTRAL CALIFORNIA 2 89 n/a 45  $       5,479  n/a  $             487,620 
RONALD REAGAN UCLA MEDICAL CENTER 8 58 137 7  $       6,573  $       5,304  $             381,225 
SUTTER GENERAL HOSPITAL 1 49 57 49  $       6,863  $       3,855  $             336,309 
EDEN HOSPITAL MEDICAL CENTER 1 8 n/a 8  $     41,539  n/a  $             332,308 
CEDARS SINAI MEDICAL CENTER 24 59 170 2  $       5,057  $       3,627  $             298,354 
LOS ROBLES REGIONAL MEDICAL CENTER 8 67 109 8  $       4,401  $       3,483  $             294,854 
MISSION HOSPITAL REGIONAL MEDICAL CENTER 7 33 n/a 5  $       8,809  n/a  $             290,702 
CALIFORNIA PACIFIC MEDICAL CENTER-PACIFIC 9 40 n/a 4  $       6,480  n/a  $             259,206 
SUTTER MEMORIAL HOSPITAL 2 22 n/a 11  $       9,532  n/a  $             209,701 
SAINT JOHNS HEALTH CENTER 10 47 n/a 5  $       4,320  n/a  $             203,026 
UCSF MEDICAL CENTER 11 41 n/a 4  $       4,763  n/a  $             195,276 
SIERRA VISTA REGIONAL MEDICAL CENTER 4 27 n/a 7  $       7,204  n/a  $             194,514 
PROVIDENCE LITTLE COMPANY OF MARY MEDICAL 5 43 n/a 9  $       4,104  n/a  $             176,482 
GOOD SAMARITAN HOSPITAL 6 19 n/a 3  $       9,204  n/a  $             174,867 
WASHINGTON HOSPITAL 5 16 n/a 3  $     10,808  n/a  $             172,921 
ST JOHNS REGIONAL MEDICAL CENTER 3 24 n/a 8  $       6,779  n/a  $             162,688 
PROVIDENCE TARZANA MEDICAL CENTER 7 22 n/a 3  $       7,384  n/a  $             162,442 
KINDRED HOSPITAL OF LA MIRADA 1 82 n/a 82  $       1,700  n/a  $             139,362 
SANTA CLARA VALLEY HEALTH & HOSPITAL SYSTE 2 37 n/a 19  $       3,569  n/a  $             132,036 
CALIFORNIA PACIFIC MEDICAL CENTER - DAVIES 1 15 n/a 15  $       7,963  n/a  $             119,441 
ALTA BATES SUMMIT MC-ALTA BATES/HERRICK CA 2 28 n/a 14  $       3,734  n/a  $             104,543 
ST JOSEPH HOSPITAL - ORANGE 6 22 n/a 4  $       4,136  n/a  $               90,989 


Total Top Providers  $      10,064,448 
Total All Others  $        2,466,235 
Total All Providers  $      12,530,683 


Paid per DayTotal Days
Inpatient Providers by Highest Amount Paid  for Paid and Incurred in CY2009


Provider Name
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Top Hospitals by Dollars Paid (2006 through 2012)


# of Admits Total Days Avg LOS Paid Per Day Total Paid


STANFORD UNIVERSITY HOSPITAL 33 179 5  $       7,835  $           1,402,426 
COMMUNITY MEMORIAL HOSPITAL SAN BUENAVENTURA 17 98 6  $       7,760  $             760,456 
GROSSMONT DISTRICT HOSPITAL 18 165 9  $       4,413  $             728,126 
RONALD REAGAN UCLA MEDICAL CENTER 34 137 4  $       5,304  $             726,662 
SCRIPPS GREEN HOSPITAL 10 125 13  $       5,707  $             713,432 
MARIN GENERAL HOSPITAL 16 71 4  $       9,319  $             661,649 
CEDARS SINAI MEDICAL CENTER 56 170 3  $       3,627  $             616,519 
HOAG MEMORIAL HOSPITAL PRESBYTERIAN 19 106 6  $       3,930  $             416,613 
JOHN MUIR MEDICAL CENTER - WALNUT CREEK CAMPUS 23 65 3  $       6,302  $             409,628 
ENCINO TARZANA REG MED CTR-TARZANA CAMPUS 35 185 5  $       2,193  $             405,768 
COMMUNITY HOSPITAL OF MONTEREY PENINSULA 15 39 3  $     10,353  $             403,778 
CALIFORNIA PACIFIC MEDICAL CENTER-PACIFIC CAMPUS 22 81 4  $       4,894  $             396,432 
LOS ROBLES REGIONAL MEDICAL CENTER 25 109 4  $       3,483  $             379,596 
SHARP MEMORIAL HOSPITAL 5 41 8  $       7,731  $             316,987 
SEQUOIA HEALTH SERVICES 12 42 4  $       6,494  $             272,765 
ENLOE MEDICAL CENTER INC 28 74 3  $       3,421  $             253,137 
SANTA BARBARA COTTAGE HOSPITAL 15 50 3  $       4,975  $             248,773 
SETON MEDICAL CENTER 7 129 18  $       1,889  $             243,736 
SUTTER ROSEVILLE MEDICAL CENTER 4 18 5  $     13,322  $             239,799 
CENTURY CITY DOCTORS HOSPITAL 12 46 4  $       5,131  $             236,021 
QUEEN OF THE VALLEY MEDICAL CENTER 9 62 7  $       3,799  $             235,547 
COMMUNITY MEDICAL CENTER - FRESNO 9 214 24  $       1,046  $             223,808 
SUTTER GENERAL HOSPITAL 15 57 4  $       3,855  $             219,713 
ST JOHNS HOSPITAL AND HEALTH CENTER 37 105 3  $       2,048  $             215,074 
HUNTINGTON MEMORIAL HOSPITAL 19 80 4  $       2,550  $             203,969 


Total Top Providers  $      10,930,414 
Total All Others  $        6,201,430 
Total All Providers  $      17,131,845 


Inpatient Providers by Highest Amount Paid  for Paid and Incurred in CY2006-CY2008
Provider Name
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Active and Retiree Medical
Executive Summary


Recent claims experience has been higher than 
expectations. Premium equivalent rates show a needed 
increase of 10.7% for 2016.


• 2016 status quo costs:


• 6.7% blended trend assumption:


• Assumed 7.0% through 2015 and 6.5% in 2016.


• Total plan cost of $53.2M:


• ABC cost of $37.6M if 40% “all-in” cost share is 
maintained.


• Composite 12.0% contribution increase to achieve 
overall 40% cost sharing.


• Higher per-employee costs are due to higher trends, 
caused by high claim experience at the end of 2014 and 
early 2015.


• Total plan cost includes higher enrollment due to ABC 
growth and addition of XYZ to the ABC experience in 
2016 (472 employees).


• Status quo costs do not include the cost of adding 
coverage for autism, which is discussed later in this 
presentation.


Plan is operating as expected. Catastrophic activity seen in 2012 
and 2013 did not materialize in 2014. So far, 2015 is similar to 
2014, but it is still early in the year.


• Consistent with past years, Deloitte Consulting applied a 
selection factor, which is based on historic catastrophic claim 
activity, to more accurately project retiree costs.


• The factor has declined slightly in each of the past two years, 
from 2.7 to 2.64 to 2.58 in 2013, 2014, and 2015, 
respectively.


• The projected premium equivalent increase from 2015 to 2016 is 
12%.


• Retiree contribution rates were limited to 10% by spreading 
costs to actives. The same approach was used in the past two 
years.


• The 2016 retiree cost that is added to the active rates is 
$2.91 PEPM (compared to $4.18 for 2015).


• Membership continues to decline (from 23 in 2013 to 15 in 2014 
to 11 in 2015)


• As costs escalate, some retirees may find a better deal on 
the public marketplace (i.e., Exchanges).


ABC Active Medical ABC Retiree Medical


Executive Summary
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Executive Summary


• There is no Cigna renewal for 2016 due to the medical/Rx bid, 
which resulted in a reduction of Cigna ASO fees.


• ASO fees decrease approximately 9%, or $182,000, in 2016.


• In addition to the bid reducing Cigna’s rates, the addition of 
XYZ moves ABC into a lower rate tier, saving $1.00 PEPM.


• Cigna expects pharmacy rebates to decrease 14.5%, or 
approximately $94,000, due to higher generic utilization (not 
including XYZ).


• ABC’s discretionary fund increased from $175,000 to $200,000 
as a result of the bid.


• ABC is interested in transitioning from the current 
participation-based wellness incentives to incentives based 
on employees achieving a health status standard or 
improvement.


• ABC may consider a hybrid approach that includes  
participation-based and outcomes-based elements, or an 
outcomes-based incentive only program.


• Like ABC currently has with its tobacco incentive, a 
reasonable alternative standard will need to be included as 
part of each outcome-based incentive.


Cigna Administration Outcomes-Based Wellness Incentives


• Key Affordable Care Act provisions effective in 2015 and 
beyond:


• The percentage of full-time employees to whom coverage 
must be offered to avoid penalties increases to 95% in 
2016.


• PCORI and Transitional Reinsurance program fees 
continue in 2016 and add $4.65 PEPM (approximately 
$270K) to the CY16 budget. 2016 fees are projected to cost 
approximately $120K less than 2015 fees.


• Employer reporting begins in 2016 for calendar year 2015; 
recent legislation significantly increases the penalties.


• Plan continues to run well relative to budget.


• Trend rates are flat or negative for the last 11 months.


• Status quo 2016 projection calls for a 1.0% rate decrease.


• ABC has not been in favor of employee contribution 
reductions in the past; keeping them flat may offset future 
increases.


• If employee contributions remain unchanged from 2015 to 
2016, the overall cost sharing level remains essentially the 
same at 66% ABC / 34% employees.


Compliance ABC Active Dental


Other Considerations


Executive Summary
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Active Medical
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The plan experienced high claims experience starting in December 2014 and continuing into 2015. 
Based on the 6.7% blended trend rate used in the projections, premium equivalent rates require a 
10.7% average increase. The plans were again helped by slight migration from the richer plans to the 
less rich plans.


Decisions for 2016


• What trend assumption to use?
‒ Deloitte approach uses 7.0% for 2015 and 6.5% for 2016, resulting in a blended rate of 6.7%.


‒ These rates reflect rolling 12-month trend rates that have ranged between 5.5% and 7.2% for the last six months.


• Plan design changes? 
‒ Plan design changes are limited due to ABC’s grandfathered status, but there are opportunities to reduce cost through 


network and formulary options.


• What are the goals for setting 2016 contributions? 
‒ Maintain goals of 30% payroll contribution level and 40% overall cost sharing (including employee out-of-pocket costs) level.


• If the retiree cost increase is spread to active enrollees again in 2016, should 40% cost sharing be achieved before or 
after adding the extra contribution? Contributions in this deck are after adding the extra contribution.


Other Considerations for 2016


• Current projections assume that XYZ employees will be merged into the ABC plans effective January 1, 2016. This 
addition saves ABC approximately $58K per year in Cigna administration costs. With additional data, Deloitte can 
update the projections to reflect the actual XYZ claim averages.


ABC Active Medical Overview
Active Medical
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The table below summarizes actual and projected ABC active medical costs on a gross and net basis.


• Budget columns refer to the projections performed during the rate setting process.
‒ “2014 Budget” refers to the final 2014 rate setting projection performed in September 2013 assuming 5.0% trend to 


2013.
‒ “2015 Budget” refers to the final 2015 rate setting projection performed in September 2014 assuming 5.9% trend to 


2014.


• “2014 Actual” refers to claims and administrative fees incurred during that plan year.


• “2015 Projected” refers to the latest 2015 IBNR figures provided.


ABC Active Medical Cost Summary
Active Medical


2014
Budget


2014 
Actual


2015
Budget


2015 Projected
7.0% trend


2016 Projected 
6.7% trend


Total Costs (Incurred Claims + 
Admin) ($ Millions) $41.60 $43.20 $43.40 $44.80 $53.20 


Avg. Enrollment 4,187 4,284 4,368 4,365 4,840


PEPY (Gross) $9,931 $10,074 $9,932 $10,253 $10,992 


Gross % Change vs. Prior Year 6.7%
(vs. 2013 budget)


1.4%
(vs. 2014 budget)


0.0%
(vs. 2014 budget)


3.2%
(vs. 2015 budget)


10.7%
(vs. 2015 budget)


EE Contribution (Payroll Only)* $2,898 $2,804 $2,883 $2,884 $3,221 


PEPY (Net) $7,033 $7,269 $7,049 $7,368 $7,771 


ABC % Change vs. Prior Year 6.2%
(vs. 2013 Budget)


3.4%
(vs. 2014 Budget)


0.2%
(vs. 2014 Budget)


4.5%
(vs. 2015 budget)


10.2%*
(vs. 2015 budget)


*Employee contribution % shown above does not consider out-of-pocket costs at the point of service.
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Enrollees
Average 


Enrollment Members
Average 


Membership


Jan-14 4,217 8,278
Feb-14 4,201 8,264
Mar-14 4,267 8,352
Apr-14 4,303 8,421


May-14 4,311 8,444
Jun-14 4,307 8,437
Jul-14 4,312 8,434


Aug-14 4,309 8,414
Sep-14 4,288 8,372
Oct-14 4,293 8,384
Nov-14 4,305 8,398
Dec-14 4,298 8,386
Jan-15 4,402 8,512
Feb-15 4,345 8,373
Mar-15 4,351 8,359
Apr-15 4,343 8,319


May-15 Actual ↑ 4,368 Actual ↑ 8,355
Jun-15 Assumed ↓ 4,368 Assumed ↓ 8,355
Jul-15 4,368 8,355


Aug-15 4,368 8,355
Sep-15 4,368 8,355
Oct-15 4,368 8,355
Nov-15 4,368 8,355
Dec-15 4,368 8,355


Full Year 2016 4,840 4,840 9,258 9,258


4,284 8,382


4,365 8,367


Assumed average 2016 enrollment used for all 
2016 projections in this presentation


Enrollment Assumptions
Active Medical


 Enrollment and 
membership through 
May 2015 are actual 
counts per Cigna 
reports.


 Enrollment and 
membership after 
May 2015 are 
assumed.


 All enrollment and 
membership figures 
include actives and 
COBRA, but 
exclude the 
Extended Medical 
Plan.


 Average family size 
from 2014-2015 is 
essentially 
unchanged at 
approximately 1.94.


 2016 assumed 
enrollment and 
membership 
includes XYZ.
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Administrative Fee Assumptions
Active Medical


2013 Administrative Fees 2014 Administrative Fees 2015 Administrative Fees 2016 Administrative Fees


Cigna Fees (PEPM)
Cigna Fees PEPM $36.49 0.0% incr. vs. 2012 $32.46 11.0% decr. vs. 2013 $34.93 7.6% incr. vs. 2014 $31.78 9.0% decr. vs. 2015


Cigna Rx Rebates


Total Rebates Received ($433,560)
Actual rebates paid in 
2013 (earned via 2012 
Rx claims)


($449,162)
Actual rebates paid in 
2014 (earned via 2013 
Rx claims)


($647,089)
Actual rebates paid in 
2015 (earned via 2014 
Rx claims)


($553,000)
Projected 2016 
rebates, provided by 
Cigna 7/2014


Rx Rebates PEPM ($8.65) Total / Enr. / 12 ($8.74) Total / Enr. / 12 ($12.35) Total / Enr. / 12 ($9.52) Total / Enr. / 12


Premise Health Fees
Total Premise Fees $1,200,000 Assumed 2013 fees $1,400,000 Assumed 2014 fees $1,400,000 Assumed 2015 fees $1,400,000 Assumed 2016 fees
Premise Fees PEPM $23.95 Total / Enr. / 12 $27.23 Total / Enr. / 12 $26.73 Total / Enr. / 12 $24.10 Total / Enr. / 12


Best Doctors
Fee PEPM $2.31 3 yr. guarantee (2011-


2014) $2.31 3 yr. guarantee (2011-
2014) $2.20 2015 fees $2.20 2016 fees


Health Reform Fees


PCORI Fee PEPM $0.16 Paid July 2013 $0.33 Paid July 2014 $0.33 Due in July 2015 $0.35 Indexed for Inflation - 
Due July 2016


Transitional Reinsurance Fee 
PEPM N/A $10.27 $7.03 $4.30


Enrollment and Membership
Enrollee Counts 4,175 Actual 4,284 Actual 4,365 Assumed CY avg. 4,840 Assumed CY avg.
Member Counts 8,180 Actual 8,382 Actual 8,367 Assumed CY avg. 9,258 Assumed CY avg.


Total Administrative Fees
Cigna Fees PEPM $36.49 $32.46 $34.93 $31.78
Rx Rebates PEPM ($8.65) ($8.74) ($12.35) ($9.52)
Premise Fees PEPM $23.95 $27.23 $26.73 $24.10
Best Doctors Fee PEPM $2.31 $2.31 $2.20 $2.20
Health Reform Fees PEPM $0.00 $10.60 $7.36 $4.66
Total Administrative Fee PEPM $54.10 2.2% incr. vs. 2012 $63.86 18.1% incr. vs. 2013 $58.86 7.8% decr. vs. 2014 $53.22 9.6% decr. vs. 2015


= current working assumptions that may be updated/refined going forward


Due in January 2017 
for 2016 plan year


Due in January 2016 
for 2015 plan year


Due in January 2015 
for 2014 plan year
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Historical Trend Rates
Active Medical


 12-month rolling trends steadily increased from late 2014 to early 2015, and have since normalized at the higher level 
compared to 2014.


 Emerging high claims in late 2014 will likely continue to keep 12 month rolling trends high through Fall of 2015.


Medical + Rx - All plans and locations
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Historical Trend Rates (cont’d)
Active Medical


 Recent 12-month rolling trends have increased in the last 
six months (red box).


 December 2014 was a particularly high month on an 
aggregate and per-member basis.


Medical + Rx
All plans and locations


Estimated Incurred Claims Per Member
(Rolling Average) Incurred Claims Trend


1-Mo. 3-Mo. 6-Mo. 12-Mo. 1-Mo. 3-Mo. 6-Mo. 12-Mo.
Jan-12 $3,085,845 9,116 $338.51
Feb-12 $2,817,614 9,026 $312.17
Mar-12 $3,792,122 9,011 $420.83 $357.07
Apr-12 $3,322,372 8,892 $373.64 $368.83
May-12 $3,277,217 8,837 $370.85 $388.62
Jun-12 $2,884,789 8,807 $327.56 $357.42 $357.24
Jul-12 $3,483,028 8,802 $395.71 $364.71 $366.78
Aug-12 $3,275,652 8,751 $374.32 $365.84 $377.31
Sep-12 $2,618,594 8,723 $300.19 $356.88 $357.15
Oct-12 $3,471,252 8,621 $402.65 $358.90 $361.82
Nov-12 $3,289,284 8,601 $382.43 $361.50 $363.69
Dec-12 $3,370,881 8,528 $395.27 $393.45 $374.98 $365.97
Jan-13 $3,248,227 8,547 $380.04 $385.90 $372.29 $369.50 12.3%
Feb-13 $2,536,775 8,359 $303.48 $359.99 $360.75 $369.17 -2.8%
Mar-13 $2,793,661 8,286 $337.15 $340.53 $367.28 $362.12 -19.9% -4.6%
Apr-13 $3,588,864 8,183 $438.58 $359.24 $372.80 $367.20 17.4% -2.6%
May-13 $2,905,175 8,221 $353.38 $376.17 $367.96 $365.78 -4.7% -3.2%
Jun-13 $3,332,780 8,229 $405.00 $398.93 $369.40 $372.25 23.6% 11.6% 3.4%
Jul-13 $2,816,315 8,203 $343.33 $367.27 $363.24 $367.87 -13.2% 0.7% -1.0%
Aug-13 $3,672,203 8,150 $450.58 $399.53 $387.83 $374.01 20.4% 9.2% 2.8%
Sep-13 $3,032,644 8,116 $373.66 $389.11 $394.04 $380.41 24.5% 9.0% 10.3%
Oct-13 $3,141,893 8,076 $389.04 $404.52 $385.77 $379.19 -3.4% 12.7% 6.6%
Nov-13 $2,648,892 8,082 $327.75 $363.49 $381.63 $374.71 -14.3% 0.6% 4.9%
Dec-13 $3,417,819 8,058 $424.15 $380.27 $384.71 $376.97 7.3% -3.4% 2.6% 3.0%
Jan-14 $3,040,152 8,301 $366.24 $372.61 $388.53 $375.80 -3.6% -3.4% 4.4% 1.7%
Feb-14 $2,542,801 8,287 $306.84 $365.20 $364.35 $376.13 1.1% 1.4% 1.0% 1.9%
Mar-14 $3,392,670 8,373 $405.19 $359.59 $369.77 $381.89 20.2% 5.6% 0.7% 5.5%
Apr-14 $3,520,143 8,441 $417.03 $376.70 $374.68 $380.20 -4.9% 4.9% 0.5% 3.5%
May-14 $3,105,193 8,463 $366.91 $396.33 $380.96 $381.29 3.8% 5.4% 3.5% 4.2%
Jun-14 $3,084,175 8,451 $364.95 $382.94 $371.36 $377.92 -9.9% -4.0% 0.5% 1.5%
Jul-14 $3,498,493 8,448 $414.12 $381.98 $379.36 $383.87 20.6% 4.0% 4.4% 4.3%
Aug-14 $3,276,804 8,427 $388.85 $389.30 $392.81 $378.82 -13.7% -2.6% 1.3% 1.3%
Sep-14 $3,336,465 8,384 $397.96 $400.32 $391.62 $380.85 6.5% 2.9% -0.6% 0.1%
Oct-14 $3,852,623 8,396 $458.86 $415.20 $398.54 $386.73 17.9% 2.6% 3.3% 2.0%
Nov-14 $3,085,910 8,411 $366.89 $407.88 $398.57 $389.82 11.9% 12.2% 4.4% 4.0%
Dec-14 $4,340,543 8,400 $516.73 $447.46 $423.87 $397.65 21.8% 17.7% 10.2% 5.5%
Jan-15 $3,554,480 8,525 $416.95 $433.41 $424.33 $401.86 13.8% 16.3% 9.2% 6.9%
Feb-15 $2,719,338 8,384 $324.35 $419.39 $413.65 $403.22 5.7% 14.8% 13.5% 7.2%
Mar-15 $3,820,567 8,371 $456.41 $399.30 $423.35 $407.46 12.6% 11.0% 14.5% 6.7%
Apr-15 $3,196,021 8,331 $383.63 $388.10 $410.87 $404.70 -8.0% 3.0% 9.7% 6.4%
May-15 $3,307,030 8,367 $395.25 $411.81 $415.62 $407.08 7.7% 3.9% 9.1% 6.8%


Month
Total Incurred 


Claims
Incl. HRA


Total 
Members
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2016 Trend Assumptions
Market trend projections


United Healthcare book of business 9.0% Medical + Rx Combined
Aetna book of business 7.8% CDHP Medical Only


10.8% Rx Only
PwC (2015 Health and Well-Being Touchstone Survey) 6.5% Medical + Rx Combined
Segal (2015 Health Plan Cost Trend Survey) 7.9% Medical + Rx Combined
Towers Watson  - Emerging Trends in Health Care 5.2% Medical + Rx Combined


Cigna book of business, adjusted for HBI's geography 6.5% Medical - HDHP
13.0% Rx


Deloitte's recommended trend assumption 6.5% Medical + Rx Combined
Effective Trend (2015 - 2016) 6.7% Medical + Rx Combined


7.0%  through end of 2015 ; 6.5% for 2016


Assumed Migration From 2015 to 2016 - Status Quo (No Plan Design Changes)
2016 Plans  


2015 Plans Option 1 Option 2 Option 3
Option 1 92.5% 5.0% 2.5%
Option 2 0.0% 95.0% 5.0%
Option 3 0.0% 0.0% 100.0%


= current working assumptions that may be updated/refined going forward


Other Assumptions
Active Medical


 Deloitte’s recommended 
6.7% trend assumption 
is primarily based on 
ABC’s actual emerging 
trend.


 2016 projections 
assume migration 
similar to the migration 
that occurred from 2014 
to 2015.


 Specifically, the model 
assumes migration will 
continue to shift slightly 
toward the less 
expensive plans.
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2016 Underwriting
Active Medical


A. Total Health Plan coverage; includes HRA allocations and forfeitures.
B. Based on claims paid through May 2015 and the 6-30-15 IBNR analysis.
C. Includes impact of changing plan mix; composites for items 7 and beyond are weighted by expected future enrollment.


Option 1 Option 2 Option 3 Composite
Summarize the 12 Month Experience Period - Completion and Adjustments


1. Paid on Incurred 6/2014 - 5/2015A 14,400,378$  14,606,786$  9,159,944$    38,167,108$  
2. Completion FactorB 0.933             0.934             0.935             0.934             
3. 6/2014 - 5/2015 Completed Incurred Claims 15,428,259$  15,633,736$  9,799,181$    40,861,176$  
4. Average Enrollees 6/2014 - 5/2015 986               1,469             1,872             4,327             
5. Experience Period Claims PEPM 1,303.61$      886.87$         436.33$         786.99$         


Apply Trend to 2016 and Expected 2016 Enrollment
6. Trend Factor to 2016 (19 Months) 1.108             1.108             1.108             1.091             
7. Trended Incurred Claims PEPM 1,444.24$      982.54$         483.40$         858.35$         C


8. Expected 2016 Enrollment (Before Migration) 1,046             1,622             2,172             4,840             


Apply Expected 2016 Migration and Other Adjustments
9. Expected 2016 Enrollment (After Migration) 968               1,593             2,279             4,840             


10. Trended Incurred Claims PEPM 1,444.24$      982.54$         483.40$         839.80$         C


11. Adjustment for Credibility 1.013             1.003             1.006             1.007             
12. Selection Impact for Migration 1.000             1.014             1.055             1.020             
13. Adjusted 2016 Incurred Claims PEPM 1,462.46$      998.59$         513.32$         862.82$         C


Add Administrative Fees
14. 2016 PEPM Admin Fees 53.22$           53.22$           53.22$           53.22$           
15. 2016 Incurred PEPM Cost including AdminA 1,515.68$      1,051.81$      566.54$         916.04$         
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2016 Underwriting (continued)
Active Medical


Option 1 Option 2 Option 3 Composite
15. 2016 Incurred PEPM Cost including AdminA 1,515.68$      1,051.81$      566.54$         916.04$         


16. Assumed Tier FactorsA


EE only 1.000             1.000             1.000             
EE + Spouse 2.425             2.376             2.350             
EE + Child(ren) 1.511             1.518             1.522             
Family 2.694             2.657             2.637             
Composite 1.581             1.667             1.554             


17. 2016 Status Quo Rates w/ HRA
EE only 958.43$         631.09$         364.57$         565.07$         
EE + Spouse 2,324.41$      1,499.34$      856.56$         1,444.92$      
EE + Child(ren) 1,448.15$      958.12$         554.89$         874.81$         
Family 2,582.01$      1,676.80$      961.48$         1,470.56$      
Composite 1,515.68$      1,051.81$      566.54$         916.04$         


18. Expected 2016 Enrollment
EE only 508               749               1,243             2,500             
EE + Spouse 196               281               319               796               
EE + Child(ren) 138               226               307               671               
Family 126               337               411               873               
Total 968               1,593             2,279             4,840             


A Total Health Plan coverage; includes HRA allocations and forfeitures
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The table below shows projected status quo 2016 enrollment and premium                                                              equivalent rates 
compared to the current 2015 premium equivalents, as they were projected in August 2014.                                                            


 Status quo assumes no plan design changes; based on claims through May 2015 with an assumed 6.7% blended trend (7.0% for 
2015 and 6.5% for 2016).


 Retiree medical cost increases for 2016 were partially spread to active enrollees via a $2.91 PEPM additional contribution.


2016 Status Quo
6.7% Blended Trend


Active Medical
Total Cost / Cost Share


Cost Share $9,500,000 EE Contribution %
EE Contrib $15,600,000 29.3%
ER Cost $37,600,000 Total EE Cost Share %
Total Cost $62,700,000 40.0%


Option 1 37.7%
Plan Cost $53,200,000 Option 2 38.8%
(ER Costs + EE Contribs) Option 3 44.1%


Current 2015 2016 Projection Percent Change
Employee Employee Employee Employee Total/ Employee Employee Employee Employee Total/ Employee Employee Employee Employee Total/


Only +Spouse +Child(ren) +Family Composite Only +Spouse +Child(ren) +Family Composite Only +Spouse +Child(ren) +Family Composite
Enrollment


Option 1 481 203 142 118 944 508 196 138 126 968 6% -3% -3% 6% 2%
Option 2 654 271 219 320 1,464 749 281 226 337 1,593 15% 4% 3% 5% 9%
Option 3 1,050 281 276 353 1,960 1,243 319 307 411 2,279 18% 13% 11% 16% 16%


Total 2,185 755 637 791 4,368 2,500 796 671 873 4,840 14% 5% 5% 10% 11%


Premium Equivalents
Option 1 883.21$      2,141.99$   1,334.49$   2,379.37$   1,408.80$   958.43$       2,324.41$   1,448.15$   2,582.01$   1,515.68$   9% 9% 9% 9% 8%
Option 2 482.30$      1,145.85$   732.23$      1,281.47$   817.20$      631.09$       1,499.34$   958.12$      1,676.80$   1,051.81$   31% 31% 31% 31% 29%
Option 3 355.69$      835.69$      541.37$      938.06$      555.54$      364.57$       856.56$      554.89$      961.48$      566.54$      2% 2% 2% 2% 2%


Composite 509.71$      1,298.25$   783.79$      1,292.00$   827.64$      565.07$       1,444.92$   874.81$      1,470.56$   916.04$      11% 11% 12% 14% 11%


EE Contribution ($)
Option 1 251.00$      513.00$      379.00$      673.00$      379.35$      288.00$       589.00$      435.00$      772.00$      432.75$      15% 15% 15% 15% 14%
Option 2 158.00$      332.00$      246.00$      401.00$      256.49$      181.00$       381.00$      282.00$      460.00$      289.62$      15% 15% 15% 15% 13%
Option 3 101.00$      234.00$      167.00$      277.00$      161.06$      116.00$       268.00$      192.00$      318.00$      183.88$      15% 15% 15% 15% 14%


Composite 151.08$      344.19$      241.42$      386.24$      240.22$      170.42$       386.93$      272.39$      438.09$      268.44$      13% 12% 13% 13% 12%


EE Contribution (%)
Option 1 28% 24% 28% 28% 27% 30% 25% 30% 30% 29% 2% 1% 2% 2% 2%
Option 2 33% 29% 34% 31% 31% 29% 25% 29% 27% 28% -4% -4% -4% -4% -4%
Option 3 28% 28% 31% 30% 29% 32% 31% 35% 33% 32% 3% 3% 4% 4% 3%


Composite 30% 27% 31% 30% 29% 30% 27% 31% 30% 29% 1% 0% 0% 0% 0%


Contribution increases designed to maintain 40% overall cost 
share, including the spread of retiree medical cost increase


Overall composite increase of 10.7%
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Paid Claims Breakout (Blue Sheets) Methodology
• Forecast paid claims 


• Project current year and next year total paid claims based on recent claims and enrollment experience, 
current plan designs, and most recent trend and migration assumptions.
• Paid claims projection represents claims paid in the projection year, regardless of date incurred.
• This contrasts with projections presented during strategic modeling meetings and the employee 


contribution setting process, which represent claims incurred in the projection year, regardless of paid 
date.


• Allocate the current year and the next year paid claims to individual months based on historical factors 
such as seasonality and IBNR completion factors.


• Estimate split of catastrophic vs. non-catastrophic claims
• Identify high claimants (exceeding $50,000 in paid claims in a given year) using paid claim data for current 


year YTD and three most recent complete years.
• Project the distribution of catastrophic vs. non-catastrophic claims using historical patterns.


• Estimate split of active vs. COBRA claims
• Separate COBRA claims and enrollees from active claims and enrollees using historical costs by branch 


location.


• Calculate projection of employee contributions and administrative fees
• Multiply PEPM administrative fees (i.e., Cigna fees, Premise fees, Best Doctors, Health Care Reform) and 


most recent monthly enrollment to estimate aggregate monthly administrative fees for current year and 
next year.


• Multiply employee contributions and most recent monthly enrollment by coverage tier to estimate 
aggregate monthly employee contributions for current year and next year.


• Estimate total Rx rebates for current year and next year based on data provided by Cigna.


Active Medical







Retiree Medical
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Retiree claims experience continues to be not credible due to the size of the group (11 former 
employees). Based on 2015 YTD claims, the plan is running as expected and better than in past years. 
It is too early to project a 2015 surplus or shortfall. 


Decisions for 2016


• How to interpret actual claims experience and likely future claims patterns?
‒ There have been no catastrophic claims so far in 2015


‒ The retiree premium equivalent rate increase (before the spread to the actives) is 12% (for comparison, premium 
equivalent rate increase for 2014 was 115%, while in 2015 it was 4%).


‒ Wide variations will continue to be the norm with so few enrolled retirees.


• Is the plan sustainable?
‒ Enrollment continues to shrink—2013: 23 retirees; 2014: 15 retirees; 2015: 11 retirees.


‒ We adjust for expected differences between actives and retirees based on age and actual average claim 
experience, but in 2012 and 2013 the plan experienced large claims that exceeded those averages, and that will 
likely continue to happen in future years.


Retiree Medical Overview
Retiree Medical


Premium Equivalent Aggregate 2016: $292,000 


Paid by Retiree Contributions (10% increase): $123,000 


Paid by Actives ($2.91 PEPM): $169,000 
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Actual vs. Expected EMP Costs:


Premiums Collected Ratio of Actual
Plan Year (Expected Costs) Actual Costs to Expected Costs


2012 309,007$       1,395,229$    4.52


2013 260,575$       647,793$        2.49


2014 331,509$       207,320$        0.63


2015 YTD 109,016$       83,204$          0.76


Cost figures include administrative fees.
2015 YTD premiums collected include costs spread to active enrollees via extra contribution.


Catastrophic vs. Non-Catastrophic EMP Costs:


Non-Catastrophic Catastrophic Total Actual Catastrophic as
Plan Year Actual Costs Actual Costs Costs % of Total Costs


2012 440,825$       954,404$        1,395,229$     68%


2013 230,916$       416,877$        647,793$        64%


2014 195,505$       11,815$          207,320$        6%


2015 YTD 83,204$          -$                83,204$          0%


Cost figures include administrative fees.
Each member's first $50,000 in claims for each plan year are considered non-catastrohpic.
Claims in excess of $50,000 per member per plan year are considered catastrophic.


 The high 2012 and 2013 
loss ratios are driven by a 
small number of members 
with catastrophic claim 
activity.


 Claims over $50,000 in 
those years are a significant 
portion of total claims.


Retiree Medical Plan Performance
Retiree Medical
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2016 Active and Retiree


Start with Active + COBRA claims incurred 
and paid during 6/14-5/15 (including HRA $):


$38.2M / 4,327 EEs = $8,821 PEPY


Apply completion factors (IBNR):
$40.9M / 4,327 EEs = $9,443 PEPY


Trend to 2016 at 6.7% and adjust for expected 
2016 enrollment and member/EE ratio 


(including XYZ):
$49.9M / 4,840 EEs = $10,300 PEPY


Apply expected 2015-to-2016 migration:
$50.1M / 4,840 EEs = $10,354 PEPY


Set Active contribution 
rates to achieve 40% 
overall cost sharing


Add on additional Active 
contribution amount to 


spread the cost increase of 
the retiree medical plan to 


active enrollees: 
$2.91 PEPM


Set COBRA rates 
at 102% of total 
Active/COBRA 


costs


Active Rate Setting


COBRA Rate Setting


Active and COBRA Rate Setting Process Retiree Rate Setting Process


Note: The retiree process begins with Active/COBRA single rates 
only because nearly all retirees are enrolled in single coverage 
and we don’t want to include Active/COBRA dependents in the 


experience base


Note: The retiree medical 
tiering factors differ from 
Active/COBRA to more 


accurately describe the costs 
of each retiree coverage tier


Add in projected 2016 administrative costs:
$53.2M / 4,840 EEs = $10,992 PEPY


Use the Active + COBRA single coverage only tier (excl. 
HRA) as the starting point for retiree rating:


$5,575 PEPY (single coverage only)


Adjust for retirees only having the Option 3 plan design:
$5,378 PEPY (single coverage only)


Adjust for the age difference between the Active/COBRA 
population and the retiree population:
$9,274 PEPY (single coverage only)


Apply additional selection factor representing the increased 
morbidity of retirees choosing to pay the cost of the plan:


$23,923 PEPY (single coverage only)


Add in projected 2016 administrative costs:
$24,370 PEPY (single coverage only)


Apply retiree medical tiering factors to generate single+1 and 
family rates; apply expected 2016 enrollment:


$0.3M / 11 REEs = $26,545 PEPY
(composite of all tiers, not just single)


Reduce 2016 retiree rates by the amount of the cost 
increase spread to the actives:


$0.1M / 11 REEs = $11,345 PEPY
(composite of all tiers, not just single)


Underwriting Methodology


Retiree Medical
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Option 1 Option 2 Option 3 Composite


2016 Active Rate - Health Coverage Only (excl. HRA $ and Admin.) - Status Quo
Single Coverage Premium Equivalent 808.11$     523.57$     288.65$     


Average Age
Expected Retiree Population 62.66        
Active Population 48.77        
Difference 13.90        


Retiree Adjustment
Active to Retiree Factor 1.72 1.72 1.72


Est 2016 Retiree Rate (Single) $1,393.67 $902.95 $497.80


Elimination of Options 1 & 2
Active Enrollment Distribution 20% 30% 50%
Plan Value 1.000 0.962 0.931


Initial 2016 Retiree Rate - Single $772.84


Additional Selection Adjustment 2.58


Plan Change 1.00
 


Final 2016 Retiree Rate - Single $1,993.62


2016 Administrative Fees
CIGNA Admin Fee $31.78
Additional Retiree Fees $5.45


$37.23


Estimated 2016 Retiree Premium Equivalents Tiering
Single $2,031 1.00
Single + 1 $4,024 2.00
Family $4,623 2.30


The 2016 retiree premium equivalent 
development follows the same 
methodology used in previous years, 
which was established by Deloitte 
Consulting in 2009 (to set 2010 rates) 
and has been approved by ABC’s 
auditors.


• The 2016 Active Rates are based on 
6.7% blended trend (7.0% for 2015 
and 6.5% to 2016).


• The Retiree Adjustment assumes a 
4% cost difference per year of age.


• The Additional Selection Adjustment 
consists of two components:


‒ A factor of 0.968, which represents 
historical non-catastrophic costs 
since 2010 relative to expected 
costs, and


‒ A factor of 2.67, which represents 
historical total costs (incl. 
catastrophic) relative to historical 
non-catastrophic costs.


• The Plan Change factor of 1.00 
indicates no plan changes are 
assumed.


• Assumes no change to the 
Empyrean fees from 2015 to 2016.


Retiree Medical
2016 Status Quo Rate Development


Retiree Medical







© 2015 Deloitte Consulting LLP23


Premium Equivalents Premium Equivalents Additional Contribution
Pre-Spread of Cost to Actives Post-Spread of Cost to Actives Added to Active Medical Plans
Single Single + 1 Family Single Single + 1 Family PEPM (All Tiers)


2010 Monthly Rates $558 $1,072 $1,227 N/A N/A N/A N/A


2011 Monthly Rates $581 $1,120 $1,282 N/A N/A N/A N/A
Increase over Prior Year 4% 5% 5%


2012 Monthly Rates $595 $1,147 $1,313 N/A N/A N/A N/A
Increase over Prior Year 2% 2% 2%


2013 Monthly Rates $814 $1,585 $1,816 $655 $1,262 $1,444 $1.61
Increase over Prior Year 37% 38% 38% 10% 10% 10%


2014 Monthly Rates $1,753 $3,468 $3,982 $721 $1,388 $1,588 $6.18
Increase over Prior Year 115% 119% 119% 10% 10% 10%


Current 2015 Monthly Rates $1,820 $3,600 $4,134 $793 $1,527 $1,747 $4.18
Increase over Prior Year 4% 4% 4% 10% 10% 10%


Projected 2016 Monthly Rates $2,031 $4,024 $4,623 $872 $1,680 $1,922 $2.91
Increase over Prior Year 12% 12% 12% 10% 10% 10%


Note: Premium equivalents based on 6.7% trend to 2016. Costs will be spread to active enrollees via an additional active contribution in 2016 of $2.91 PEPM to limit the retiree cost 
increase to 10% for the status quo plan design.


The table below shows historical, current 2015, and projected 2016 retiree medical plan monthly premium equivalents. The rates 
are shown before and after the spread of part of the retiree cost increase to active enrollees.


ABC Retiree Medical
2016 Monthly Premium Equivalents


Retiree Medical







Strategic Opportunities
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Plan Optimization Opportunities
Cost Management Member Experience and Health Plan Efficiency


Building on ABC’s existing cost 
management programs to moderate 


medical inflation


Improving employees’ ability to 
access ABC benefits through 


greater information and support


Leveraging vendor capabilities and 
optimizing data sharing and 


coordination


Plan Design Changes*


Consumer Driven Health Plans


Wellness
Health Assessments and Biometrics


Participation Incentives
MotivateMe Member Portal


Verisk Data Warehouse Verisk Data Warehouse


Premise HealthSummit Health Center


Best Doctors Second Opinion Support


Disease Management and Health Coaching


MDLive Telemedicine


*Limited by grandfathered status.


Integrated Med/Rx


Narrow Medical Network


Narrow Pharmacy Network


Pharmacy Formulary


Outcomes Based Wellness Incentives


Value Based Benefit Design


Periodic Competitive Bids


Periodic Claim Reviews


Current


Opportunities


• ABC’s plans are highly optimized. 
• ABC’s main challenge going forward is maintaining high plan 


performance while addressing trend.


Expand Onsite Clinic Services


Eliminate Retiree Plan


Integrate XYZ into ABC Plans


Private Exchange


Strategic Opportunities
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Potential Plan Changes – Autism Coverage
ABC currently has two employees who have approached HR in relation to coverage for autism. In 
addition, a North Carolina State Senate bill was recently passed that requires insured plans to cover 
autism. Although the state does not have jurisdiction over ABC’s self-funded plans, ABC is considering 
adding autism coverage.


According to Cigna, there are currently eight ABC members who have submitted autism claims. Cigna 
indicates this is a lower prevalence than their book of business.


Considerations:


• The frequency and intensity of ABA therapy treatment for an individual varies widely and can cost 
$30K - $70K per year.


• Actual autism claims may exceed the amount in the table above.


Coverage Description Plan 
Impact Annual Cost Impact PEPM


Short Term 
Rehabilitation (STR)


Physical therapy, outpatient 
speech, hearing, occupational 
therapy


0.3% $149,000 $2.57


Applied Behavior
Analysis (ABA)


Applies the principles of learning 
and motivation. 0.4% $199,000 $3.43


Total 0.7% $348,000 $6.00


Strategic Opportunities
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Potential Plan Changes – Cigna Recommended
Cigna proposed several programs that can lower plan costs without impacting ABC’s grandfather status. 


Coverage Description
Cost Potential 


Savings% Annual PEPM


Cigna Care 
Designation 
(CCD)


• Steers members to physicians who meet 
volume, care, quality, and efficiency 
standards.


• Website shows CCD designation when 
members search for providers


0% No cost No 
cost


Cigna did not 
estimate the 


savings 
opportunity


Lab Steerage
• Encourages ABC members to use 


LabCorp and Quest, where negotiated 
rates are lower.


0% No cost No 
cost


• 10% shift to 
preferred: 
$35K


• 25% shift to 
preferred: 
$88K


Comprehensive 
Oncology


• ABC currently has specialty case 
management for the top 10% of cases. 
This program expands case 
management to more cases.


< 0.1% $18,000 $0.31
Cigna did not 
estimate. No 


guaranteed ROI.


Value
Prescription 
Drug List


• Encourages generics and excludes 
certain drug classes (e.g., Proton Pump 
Inhibitors and Non Sedating 
Antihistamines)


0% No cost No 
cost $292,000


• The CCD program is similar to a passive narrow network where the plan and employees pay less for CCD providers, 
but there is no benefit differential (e.g., deductible or coinsurance).


• The Lab Steerage program has no financial cost. It is optional for employees, so no member abrasion is expected.
• The effectiveness of the CCD and Lab Steerage programs depend on how they are communicated.


Strategic Opportunities
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Grandfathered Status
ABC’s three medical plan options are currently grandfathered (GF), which limits the extent to which ABC 
can make future plan design changes.


• A deductible or out-of-pocket maximum change that 
does not exceed medical inflation plus 15%.


• A copayment change that does not exceed medical 
inflation plus 15% (or, if greater, $5 plus medical 
inflation).


• A change in administrator.


• Elimination of substantially all coverage for a particular 
medical condition.


• Any coinsurance increase.


• A decrease in the employer contribution of more than 
5%.


• Imposition of annual limits on the dollar value of all 
benefits below specified amounts.


• Medical inflation from March 2010 (the month the law 
passed) to June 2015 (the latest available) is 15.3%.


• A deductible or out-of-pocket maximum increase of 
30.3% is permitted.


• Embedded individual out-of-pocket maximum applies to plans 
with family out-of-pocket maximums above $6,850 in 2016.


• Provide coverage for recommended preventive services, without 
cost sharing.


• For emergency room care:
• No pre-authorization permitted – in or out of network.
• Identical coverage in and out of network.


• Adhere to claims appeal rules including both internal and external 
review.


• No discrimination against individuals participating in clinical trials.
• No discrimination based on health status.
• No discrimination against health care providers acting within the 


scope of their professional license and applicable state law.
• Prohibit out-of-pocket limits in excess of the applicable out-of-


pocket limits for qualified high deductible health plans.


• Option 3 will need to have an embedded individual out-of-pocket 
maximum of not more than $6,850.


• Other plan design implications are probably minimal.
• There may be administrative implications, such as modifying 


current appeals procedures. Further research with Cigna and 
Empyrean would be necessary.


Changes Allowed Without Losing GF Status Requirements if GF Status is Lost


Changes Not Allowed


Medical Inflation
Implications for ABC


Strategic Opportunities
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Affordable Care Act (ACA) Update


King vs. Burwell


• The last major court challenge to the ACA was resolved by the US Supreme Court in June 
2015.


• The Court ruled that subsidies from federally facilitated exchanges are allowed.


• There are no implications for HanesBrands.


Employer Shared 
Responsibility 


Penalties


• In 2016, employers must offer coverage to 95% of full-time employees (increased from 70% in 
2015) to avoid an employer shared responsibility penalty applied to all full-time employees.


• An employer may still be assessed individual penalties if a full-time employee receives a 
subsidy from an exchange.


Employer 
Reporting 


Requirements


• Internal Revenue Code section 6055 and 6056 reporting begins in January 2016 for plan year 
2015. Forms 1095-B and 1095-C for 2014 have been released. IRS may release updated 
forms for 2015.


• Recent legislation increased the per-report penalty from $100 to $250 and the aggregate 
penalty from $1.5 million to $3.0 million. Penalty details apply.


2018 
High Value Plan 


Tax -- the 
“Cadillac Tax”


• Regulations are expected to clarify what is included when calculating a plan’s cost.


• FSA contributions are included. HRA contributions probably will be included, but how much is 
uncertain (e.g., the maximum amount allowable in a year or the amount used in a year).


• The tax is 40% of the amount that exceeds $10,200 for single coverage and $27,500 for 
family coverage.


• See next page for HanesBrands implications.


The ACA continues to change as regulations and guidance modify the 2010 legislation.


Strategic Opportunities
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2018 High Value Plan Tax Liability
In 2018, employer plans with costs in excess of $10,200 for single coverage and $27,500 for family 
coverage will be assessed a 40% excise tax on the amount over the thresholds.  Assuming no plan 
changes between now and 2018, Option 1 has the potential to expose ABC to the high-value plan tax.


Option Coverage 
Tier


Projected 
2016 


Enrollment
2018 


Threshold
Projected 2018 


Claims Cost


2018 Per 
Employee 


Amount Subject 
to Excise Tax


2018 Per Capita 
Excise Tax (40%)


2018 Total Excise 
Tax (40%)


Option 1
Single 508 $10,200 $12,321 $2,121 $848 $430,800


Family 460 $27,500 $28,286 $786 $314 $144,453


Option 2
Single 749 $10,200 $7,865 $0 $0 $0


Family 844 $27,500 $18,672 $0 $0 $0


Option 3
Single 1,243 $10,200 $4,238 $0 $0 $0


Family 1,036 $27,500 $10,285 $0 $0 $0


Total 4,840 $575,253


Note: Includes HRA contributions, but not FSA contributions, which will increase the 2018 projected cost.


Strategic Opportunities
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Three Health Status Models
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Progress Model Mixed Model Outcome Model


Health Assessment
Biometric Screening


Required step for further incentive eligibility


Tobacco
Blood Pressure
Cholesterol
Blood Sugar


or “Reasonable Alternative Standard”


Health Coaching
Health Education
Health Activity


Biometric 
Screening


OR
“Reasonable Alternative Standard”


$
$
$
$


$
$
$
$


$
$


$


$
$
$


$
$ $


Y1 Y2 Y3 Y4


Tobacco
Blood Pressure


Cholesterol
Blood Sugar


Health Assessment
Biometric Screening


Health Coaching
Health Education


$
$
$


Required step for 
incentive eligibility


Planned 4-year evolution to full outcome-
based model, annually migrates 
incentives from participation to outcomes 
goals.  End-state = outcomes model.


HA and screening serve as program 
gateway.  Participation options have 
separate and additional incentives for all; 
also may serve as alternative standard 
for outcomes.


Incentives entirely directed to outcomes.  
Biometric screening required to capture 
data but not an incentivized activity.  
Alternative standard required by 
regulation; flexibility in design.


$


1 Awareness


$


$


$


$


Tobacco
Blood Pressure
Cholesterol
Blood Sugar





MD Waiver Biometric 
Improvement


Wellness 
Action


$
$
$
$


3 Participation


2 Outcomes
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Model Considerations
Progress Model Mixed Model Outcome Model


▲ Gives employees a preview of 
gradual change, rather than 
immediate transition.


▲ Avoids “tune-out” factor for 
those with high risk factors.


▲ Allows time to build and 
promote “facilitation 
infrastructure”.


▼ Populations don’t evolve in 
lockstep with program – all 
levels of wellness/risk will still 
be present when program 
reaches full outcome model in 
Year 4.


▲ Preserves “in-the-door” 
incentive for HA, screening.


▲ Alternative standard is a 
forethought rather than an 
afterthought; balances 
expectation with facilitation.


▲ Includes emphasis on health 
maintenance for those already 
meeting metrics.


▼ More complicated to 
communicate and manage.


▼ May rely on more total 
incentive dollars.


▲ Focused on bottom-line health 
indicators.


▲ Result value is evident, not 
inferred.


▲ Clear objectives, simple to 
communicate.


▼ May seem punitive or 
inequitable based on 
employee health differences.


▼ May invite default to waiver; 
limited health promotion.


▼ Lose emphasis on regular 
engagement/lifestyle.


▼ Tight or soft standards 
heighten other concerns.


Outcomes-Based Wellness Incentives







© 2015 Deloitte Consulting LLP34


Incentive Development – Guiding Principles


Culture of Wellness


• Individuals need a clear line of sight from action to reward.
• “Variable individual baselines (age, income, family and work 


circumstances, health history) affect ease/ability of meeting health 
status goals.


Program Design


• Employment culture and communications enhance or detract from what 
the financial incentive buys.


• Senior-level support and communications are powerful success factors.
• Incentives are an effective catalyst, but sustained behavior change 


requires shift to intrinsic motivation.


Investment


• Value needs to be proportionate to the requested action/result.
• Value should be proportionate to timeliness: smaller/sooner, larger/later.
• Takeaways” are more compelling motivators than “bonuses” – but they 


risk delivering perfunctory compliance rather than engagement.


Each organization will have a distinct perspective on the application of incentives for its program.  Certain 
general principles tend to be true across wellness program types and organizations.


Outcomes-Based Wellness Incentives
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Incentive Considerations
• Baseline: What are current incentives achieving?
• Transition:  Do incentives need to move with expectations?
• Funding:  Transitioning “free” HRA funding to “earned” HRA funding.
• Spouses and participation.
• Supplemental “prizes”.


• Target-setting.
• Data capture and integrity.


• Tobacco-free: Cotinine testing vs. self-reporting.
• Preparing for the “alternative standard”.


• Improvement thresholds; employee line-of-sight.
• Coaching, health education, activity-tracking; value of 


facilitation/perceived support.
• Minimize waivers.


• Reconsidering value of the annual physical.
• Gaps in care/condition management.


• Continuing value of Health Assessment – tool and data.
• Infrastructure for alternative standards: coaching, health education, 


interactive tools.
• Options for worksite activities?


Incentive Amounts


Participatory Goals


Health Status Goals


Administrative Considerations
• Cigna additional administrative fee under MotivateMe program 


• $1.20 PEPM, or approximately $70,000 per year.


Outcomes-Based Wellness Incentives
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Biometric Targets


LDL Cholesterol Level


Optimal <100


Near/above Optimal 100-129


Borderline High 130-159


High 160-189


Very High 190+


Blood Pressure Systolic Diastolic


Normal <120 <80


Prehypertension 120-139 80-89


Stage 1 High Blood Pressure 140-159 90-99


Stage 2 High Blood Pressure 160 100+


Blood Glucose (Blood Sugar) Fasting Non-Fasting


Normal <100 <140


Pre-diabetes 100-125 141-200


Diabetes 126+ 201+


Common 
incentive target


Common 
incentive target


Common 
incentive target


Outcomes-Based Wellness Incentives
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“Reasonable Alternative Standard”
For Wellness incentives based on a health status factor, the law requires a “reasonable alternative 
standard” to be available for earning the incentive.  The alternative standard requirement applies to 
all, not just to those with a qualifying medical condition.  Alternative standards also apply to 
incentivized activities that require a state of health; e.g., an activity that involves walking.


Alternatives must be reasonably achievable within the time window required to earn the incentive.  
Other than the need to accommodate a physician waiver, there is substantial flexibility in defining the 
alternative standard for any program.  From an employer point of view, the priority is to encourage 
and facilitate engagement and progress, however incremental, from each individual.


Physician Waiver


Permits physician to authorize 
waiver of health status target.  
Physician may substitute any 
target or improvement standard 
to override plan standard.


Plan must make a form 
available to members, who 
provide it to the physician.


Improvement Standard


Credits individual for making 
meaningful improvement 
toward a health status factor; 
e.g., lowering blood pressure 
from prior test.  


There is no fixed definition for 
“improvement”. 


Participatory Action


Allows individual to take an 
action achievable by all in lieu 
of satisfying a health status 
factor.  A typical example is to 
allow engaging in a telephonic 
coaching program to substitute 
for missing a metric.


Coaching participation may be 
combined with individualized 
improvement standard.


Outcomes-Based Wellness Incentives







© 2015 Deloitte Consulting LLP38


Compliance Considerations


Existing HIPAA
Alternative 
Standard 


Requirements


• HIPAA requires an alternative standard or waiver for those who cannot medically achieve the 
standard.


• Ways to design alternative standards:


• Lower the threshold of the existing standard


• Develop a progress-based standard


• Waive the standard


• Follow the individual’s physician’s recommendations


Existing ACA 
Incentive Limits


• ACA echoes HIPAA and allows outcomes-based incentives as long as programs meet certain
criteria designed to avoid discrimination on the basis of health status.


• Maximum outcome-based incentive is 30% of gross cost (50% if the incentive is tobacco related).


2015 EEOC 
Guidance


• The EEOC is the governing body for the Genetic Information Nondiscrimination Act (GINA) and 
the Americans with Disabilities Act (ADA).


• Under the ADA and GINA, health contingent wellness programs must be voluntary, be reasonably 
designed to promote health or prevent disease, not collect or use health or genetic information to 
discriminate in employment, and not be used to take any adverse or retaliatory action against 
employees.


• Final regulations are pending, but guidance suggests they will follow the ACA incentive limits 
(maximum of 30% of gross cost of employee-only coverage). Current ABC incentive amounts are 
compliant with this limit.


While the Affordable Care Act (ACA) and the Health Insurance Portability and Accountability Act 
(HIPAA) requirements of outcomes-based wellness programs appear to be settled, recent Equal 
Employment Opportunity Commission (EEOC) guidance indicates more regulations are coming.


Outcomes-Based Wellness Incentives







Cigna Administrative 
Fees







© 2015 Deloitte Consulting LLP40


Administrative Fees
Cigna Administrative Fees


There is no Cigna renewal for 2016 because of a the decrease in fees that resulted from the Spring 2015 medical/Rx bid process for 
2016.


Component 2015 2016 Change Current


Base Fee:
Base + HRA +


Network
$27.60 $24.59 (10.9%)


• Base fee reduced $2.00 PEPM as result of bid process
• Base fee reduced an additional ~$1.00 PEPM assuming 


increased EE headcount as result of XYZ addition


MDLive + MMe $1.83 $1.70 (7.1%) • 2nd year fees do not include one time welcome packet fee of 
$1.50/household


PHS+ $5.49 $5.49 0.0%


Total $34.92 $31.78 (9.0%)
• The 2015 fee components add up to $34.92, but Cigna’s best 


and final offer sheet states $34.93 is the actual fee
• Our projection model is based on $34.93


Discretionary 
Fund $175,000 $200,000 14.3% • Increase as a result of 2015 bid process


• Includes funds for claim review, communications, and wellness


Rate 
Component


2016 Enrollment


3,800 – 4,599 (ABC Only) 4,600 – 5,499 (ABC w/ 
XYZ) 5,500+


Base $25.59 $24.59 $23.59


PHS+ $5.49 $5.49 $5.49


MDLive + MMe $1.70 $1.70 $1.70


Total $32.78 $31.78 $30.78
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Pharmacy Rebates


Component Channel 2014 Rebates
(Paid in 2015)


2015 Rebates
(Paid in 2016) Change


Brand Script Count
Retail 5,321 TBD TBD


Mail 4,131 TBD TBD


Guaranteed Rebate 
Per Brand Script


Retail $20.18 $31.00 53.62%


Mail $83.76 $123.00 46.85%


Actual Rebate 
Per Brand Script


Retail $29.50 TBD TBD


Mail $118.64 TBD TBD


Annual Amount Retail and Mail $647,089
(paid March 2015)


$553,000 
(estimated from RFP) (14.54)%


Using 2014 data from Cigna and estimated 2015 rebates from the recent RFP, Deloitte projects a 14.5% decrease (approximately 
$94,000) in the rebates that will be paid to Hanesbrands in 2016 for claims incurred in 2015.


Even though generic utilization is expected to continue to increase (which reduces the number of brand scripts, on which rebates are 
based), the rebate per script is increasing significantly and more than offsets the brand script count reduction.


Generic Utilization 2013 2014 Q1 2015 Guarantee


% generic scripts 86.3% 87.5% 88.2% 85.8%
($200K at risk)


Cigna Administrative Fees
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Dental
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Estimated Incurred Claims Per Member
(Rolling Average) Incurred Dental Claims Trend


1-Mo. 3-Mo. 6-Mo. 12-Mo. 1-Mo. 3-Mo. 6-Mo. 12-Mo.
Jan-12 $258,606 9,574 $27.01
Feb-12 $244,218 9,511 $25.68
Mar-12 $247,434 9,487 $26.08 $26.26
Apr-12 $229,937 9,360 $24.57 $25.45
May-12 $267,542 9,313 $28.73 $26.45
Jun-12 $256,919 9,279 $27.69 $26.99 $26.62
Jul-12 $263,394 9,274 $28.40 $28.27 $26.85
Aug-12 $244,995 9,221 $26.57 $27.55 $27.00
Sep-12 $203,199 9,171 $22.16 $25.72 $26.36
Oct-12 $247,082 9,086 $27.19 $25.30 $26.80
Nov-12 $232,336 9,055 $25.66 $24.99 $26.28
Dec-12 $227,590 8,953 $25.42 $26.09 $25.91 $26.27
Jan-13 $241,375 8,899 $27.12 $26.06 $25.68 $26.27 0%
Feb-13 $213,752 8,840 $24.18 $25.58 $25.28 $26.16 -6%
Mar-13 $227,749 8,770 $25.97 $25.76 $25.93 $26.15 0% -2%
Apr-13 $250,238 8,689 $28.80 $26.30 $26.18 $26.50 17% 3%
May-13 $235,445 8,687 $27.10 $27.29 $26.42 $26.35 -6% 3%
Jun-13 $212,115 8,651 $24.52 $26.81 $26.28 $26.09 -11% -1% -1%
Jul-13 $229,515 8,604 $26.68 $26.10 $26.20 $25.94 -6% -8% -2%
Aug-13 $237,686 8,564 $27.75 $26.31 $26.80 $26.03 4% -5% -1%
Sep-13 $194,263 8,537 $22.76 $25.73 $26.28 $26.10 3% 0% 0%
Oct-13 $233,442 8,495 $27.48 $26.00 $26.05 $26.12 1% 3% -3%
Nov-13 $210,683 8,475 $24.86 $25.03 $25.67 $26.05 -3% 0% -2%
Dec-13 $242,600 8,465 $28.66 $27.00 $26.36 $26.32 13% 3% 2% 0%
Jan-14 $225,428 8,631 $26.12 $26.54 $26.27 $26.24 -4% 2% 2% 0%
Feb-14 $200,102 8,650 $23.13 $25.95 $25.49 $26.15 -4% 1% 1% 0%
Mar-14 $231,909 8,811 $26.32 $25.20 $26.09 $26.18 1% -2% 1% 0%
Apr-14 $253,171 8,848 $28.61 $26.04 $26.29 $26.17 -1% -1% 0% -1%
May-14 $209,049 8,848 $23.63 $26.19 $26.07 $25.87 -13% -4% -1% -2%
Jun-14 $241,985 8,862 $27.31 $26.52 $25.86 $26.11 11% -1% -2% 0%
Jul-14 $241,558 8,823 $27.38 $26.10 $26.07 $26.17 3% 0% 0% 1%
Aug-14 $230,810 8,808 $26.20 $26.96 $26.58 $26.04 -6% 2% -1% 0%
Sep-14 $217,714 8,769 $24.83 $26.14 $26.33 $26.21 9% 2% 0% 0%
Oct-14 $216,672 8,782 $24.67 $25.24 $25.67 $25.98 -10% -3% -1% -1%
Nov-14 $205,787 8,770 $23.46 $24.32 $25.65 $25.86 -6% -3% 0% -1%
Dec-14 $260,404 8,751 $29.76 $25.96 $26.05 $25.96 4% -4% -1% -1%
Jan-15 $242,792 8,835 $27.48 $26.90 $26.07 $26.07 5% 1% -1% -1%
Feb-15 $192,777 8,793 $21.92 $26.38 $25.35 $25.97 -5% 2% -1% -1%
Mar-15 $240,392 8,816 $27.27 $25.56 $25.76 $26.05 4% 1% -1% -1%
Apr-15 $234,365 8,773 $26.71 $25.30 $26.10 $25.89 -7% -3% -1% -1%
May-15 $214,064 8,734 $24.51 $26.17 $26.28 $25.96 4% 0% 1% 0%
Jun-15 $263,090 8,718 $30.18 $27.13 $26.34 $26.20 11% 2% 2% 0%


Month Total Incurred 
Dental Claims


Total 
Members


Historical Trend Rates
Dental


 Dental trend has been flat or negative for the past 
12 months (see red box).


 Deloitte recommends a 2.0% assumed trend for 
2014 (see next page for rationale).


 The plan has been running well relative to last 
year’s projection, which used 3% trend.


Dental
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2016 Dental Monthly Rates
• The dental plan has been running well during the past 12 months.
• Last year, costs were projected to increase 3% based on industry trends and ABC experience at the time.
• This year, industry PPO dental trends are still in the 2%-4% range; our projection assumes the lower end of the range (2%) because 


of continually good experience.
• Even with a trend increase, projected premium equivalent rates can come down.
• ABC has avoided employee contribution decreases, preferring instead to keep rates flat. This avoids setting a precedent where 


employees expect costs to continue to decline. It also helps stabilize future premiums so that future cost increases are moderated or 
eliminated.


• The table below assumes flat employee contributions, which shows the aggregate cost share split remaining at 66% / 34% (ABC / 
Employee).


• We can revisit employee contributions or trend rates in future iterations.


Current 2015 Monthly Rates Projected 2016 Monthly Rates Percent Change
Employee Employee Employee Employee Total/ Employee Employee Employee Employee Total/ Employee Employee Employee Employee Total/


Only +Spouse +Child(ren) +Family Composite Only +Spouse +Child(ren) +Family Composite Only +Spouse +Child(ren) +Family Composite


Enrollment 2,045 994 530 882 4,451 2,318 1,046 551 937 4,852 13% 5% 4% 6% 9%


Premium Equivalent 34.50$   68.43$   57.13$   91.04$   55.98$   34.67$   68.75$   57.40$   91.47$   55.56$   0% 0% 0% 0% -1%


Dollar Change 0.16$    0.32$    0.27$    0.43$    (0.41)$   


Contributions


EE Contribution ($) 12.00$   22.00$   19.00$   31.00$   18.83$   12.00$   22.00$   19.00$   31.00$   18.62$   0% 0% 0% 0% -1%


Dollar Increase -$      -$      -$      -$      (0.21)$   


HBI Contribution ($) 22.50$   46.43$   38.13$   60.04$   37.14$   22.67$   46.75$   38.40$   60.47$   36.94$   1% 1% 1% 1% -1%


Dollar Increase 0.16$    0.32$    0.27$    0.43$    (0.20)$   


EE Contribution (%) 35% 32% 33% 34% 34% 35% 32% 33% 34% 34% 0% 0% 0% 0% 0%
HBI Contribution (%) 65% 68% 67% 66% 66% 65% 68% 67% 66% 66% 0% 0% 0% 0% 0%


Total HbI Cost 1,983,986$             2,151,040$             8%
HBI Cost PEPY 445.74$                 443.33$                 -1%


Based on claims experience through May 2015; assuming a 2.0% trend to 2016, no plan changes for 2016, and a $2.49 PEPM administrative fee for Delta Dental
2016 enrollment includes assumption that GFS population will be integrated into HBI plan


If contributions are kept 
at 2015 amounts, 


employees pay ~0.1% less 
of the gross cost


Composite decrease of ~1%


Dental
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ABC Active Medical Plan Designs
Appendix


Current 2015 CDH Option 1 Current 2015 CDH Option 2 Current 2015 CDH Option 3


Tiering EE Only / EE+Sp or EE+Ch(ren) / Family EE Only / EE+Sp or EE+Ch(ren) / Family EE Only / EE+Sp or EE+Ch(ren) / Family


Preventive Care 100% and not subject to deductible 100% and not subject to deductible 100% and not subject to deductible


Annual HRA Amount 
Before Earning Incentives $500 / $1,000 / $1,500 $500 / $1,000 / $1,500 $500 / $1,000 / $1,500
Incentive Amounts (Must Be Earned) $500 / $500 / $500 $500 / $500 / $500 $500 / $500 / $500
Total Possible HRA Amount $1,000 / $1,500 / $2,000 $1,000 / $1,500 / $2,000 $1,000 / $1,500 / $2,000


Your Share (Full Deductible Minus Total Possible HRA)
In Network $750 / $1,125 / $1,500 $1,000 / $1,500 / $2,000 $1,250 / $1,875 / $2,500
Out of Network $750 / $1,125 / $1,500 $1,000 / $1,500 / $2,000 $1,250 / $1,875 / $2,500


Full Deductible (Total Possible HRA + "Your Share")
In Network $1,750 / $2,625 / $3,500 $2,000 / $3,000 / $4,000 $2,250 / $3,375 / $4,500
Out of Network $1,750 / $2,625 / $3,500 $2,000 / $3,000 / $4,000 $2,250 / $3,375 / $4,500


Coinsurance
In Network 80% 80% 80%
Out of Network 50% 50% 50%


Coinsurance Maximum (Limit on Coinsurance Paid After Deductible; Excludes Deductible)
In Network $1,500 / $2,250 / $3,000 $2,250 / $3,375 / $4,500 $3,000 / $4,500 / $6,000
Out of Network $4,500 / $6,750 / $9,000 $5,250 / $7,875 / $10,500 $6,000 / $9,000 / $12,000


Out-of-Pocket Maximum (Your Share + Coinsurance Max)
In Network $2,250 / $3,375 / $4,500 $3,250 / $4,875 / $6,500 $4,250 / $6,375 / $8,500
Out of Network $5,250 / $7,875 / $10,500 $6,250 / $9,375 / $12,500 $7,250 / $10,875 / $14,500


Full Deductible + Coinsurance Maximum
In Network $3,250 / $4,875 / $6,500 $4,250 / $6,375 / $8,500 $5,250 / $7,875 / $10,500
Out of Network $6,250 / $9,375 / $12,500 $7,250 / $10,875 / $14,500 $8,250 / $12,375 / $16,500


Prescription Drug Benefit ------------------ Prescription drugs are subject to deductible and coinsurance, with a $125 maximum per script ------------------
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Incentive Design and Alternative Standard Specifics
ACA regulations specifically address allowed and disallowed incentive design and alternative standards.


Nondiscrimination
Requirements


Incentive 
Design


Alternative
Standard (AS)


• Health-contingent wellness 
programs must satisfy the 
following criteria to be deemed 
nondiscriminatory:


• Opportunity to qualify at 
least once annually.


• Must meet incentive design 
requirements.


• Incentive must be 
“uniformly available” to 
similarly situated 
individuals.


• Program must comply with 
reasonable alternative 
requirements.


• Must be reasonably 
designed to promote health 
or prevent disease.


• Must be disclosed to 
members.


• Aggregate annual
incentive may not exceed 
30% of the gross plan 
cost for single coverage.


• For ABC, the status 
quo employee-only 
composite rate for all 
three options is 
$6,781


• 30% = $2,034


• For purely tobacco-
related incentives, the 
limit is 50%, or $3,390.


• For programs with non-
tobacco and tobacco 
incentives, the aggregate 
incentive may not exceed 
50%, and the non-
tobacco incentive may 
not exceed 30%.


• Need not be determined ahead of time 
(can be determined based on 
individual facts and circumstances).


• However, the availability of an AS must 
be disclosed.


• AS can include waiving a requirement 
and providing the reward.


• If the AS is an education program, the 
plan must make the education 
available or assist the employee in 
finding it, and the plan must pay for it.


• If the AS is a dietary program, the 
employer must pay for membership or 
participation fees, but not food.


• If the AS is designed pursuant to a 
physician’s request for equipment, 
normal plan cost-sharing rules apply.


• It is not reasonable to require 
someone to quit tobacco use.
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Blue Sheets – January 2015
Current 2015 Projection (Medical+Rx+HRA Paid Claims) - Prepared in January 20150 1 2 3


2015 Paid Active COBRA Grand
Month High Claimants All Other Subtotal High Claimants All Other Subtotal Total


January $314,000 $3,238,000 $3,552,000 $0 $89,000 $89,000 $3,641,000
February $479,000 $2,812,000 $3,291,000 $0 $83,000 $83,000 $3,374,000
March $1,016,000 $2,332,000 $3,348,000 $53,000 $30,000 $83,000 $3,431,000
April $1,418,000 $2,085,000 $3,503,000 $91,000 ($4,000) $87,000 $3,590,000
May $1,253,000 $2,157,000 $3,410,000 $61,000 $23,000 $84,000 $3,494,000
June $1,376,000 $2,044,000 $3,420,000 $56,000 $29,000 $85,000 $3,505,000
July $1,189,000 $2,390,000 $3,579,000 $41,000 $48,000 $89,000 $3,668,000
August $1,459,000 $2,109,000 $3,568,000 $63,000 $25,000 $88,000 $3,656,000
September $1,504,000 $2,124,000 $3,628,000 $55,000 $35,000 $90,000 $3,718,000
October $1,645,000 $2,147,000 $3,792,000 $67,000 $27,000 $94,000 $3,886,000
November $1,657,000 $2,058,000 $3,715,000 $59,000 $33,000 $92,000 $3,807,000
December $1,708,000 $2,171,000 $3,879,000 $69,000 $27,000 $96,000 $3,975,000
Total $15,018,000 $27,667,000 $42,685,000 $615,000 $445,000 $1,060,000 $43,745,000
Projected in January 2015 based on data through November 2014 (5.0% trend through end of 2014; 6.5% trend for 2015)


Previous 2015 Projection (Medical+Rx+HRA Paid Claims) - Prepared in August 2014
2015 Paid Active COBRA Grand


Month High Claimants All Other Subtotal High Claimants All Other Subtotal Total
January $302,000 $2,996,000 $3,298,000 $0 $78,000 $78,000 $3,376,000
February $461,000 $2,604,000 $3,065,000 $0 $72,000 $72,000 $3,137,000
March $926,000 $2,167,000 $3,093,000 $51,000 $22,000 $73,000 $3,166,000
April $1,276,000 $1,952,000 $3,228,000 $44,000 $32,000 $76,000 $3,304,000
May $1,118,000 $2,023,000 $3,141,000 $59,000 $15,000 $74,000 $3,215,000
June $1,243,000 $1,896,000 $3,139,000 $54,000 $20,000 $74,000 $3,213,000
July $1,084,000 $2,206,000 $3,290,000 $39,000 $38,000 $77,000 $3,367,000
August $1,302,000 $1,977,000 $3,279,000 $61,000 $16,000 $77,000 $3,356,000
September $1,359,000 $1,975,000 $3,334,000 $71,000 $7,000 $78,000 $3,412,000
October $1,453,000 $2,034,000 $3,487,000 $65,000 $17,000 $82,000 $3,569,000
November $1,466,000 $1,951,000 $3,417,000 $57,000 $23,000 $80,000 $3,497,000
December $1,510,000 $2,052,000 $3,562,000 $66,000 $18,000 $84,000 $3,646,000
Total $13,500,000 $25,833,000 $39,333,000 $567,000 $358,000 $925,000 $40,258,000
Projected in August 2014 based on data through June 2014 (5.0% trend through end of 2014, 6.5% trend through 2015)


Includes 2015 Open Enrollment migration results and estimated additional enrollment among Kings Mountain new hires for 1/1/15 
(approximately 175 EE's), and Mount Airy on 3/1/15 (approximately 66 EE's)
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Blue Sheets – January 2015
Current 2015 Projection vs. Previous 2015 Projection - $ Difference


2015 Paid Active COBRA Grand
Month High Claimants All Other Subtotal High Claimants All Other Subtotal Total


January $12,000 $242,000 $254,000 $0 $11,000 $11,000 $265,000
February $18,000 $208,000 $226,000 $0 $11,000 $11,000 $237,000
March $90,000 $165,000 $255,000 $2,000 $8,000 $10,000 $265,000
April $142,000 $133,000 $275,000 $47,000 ($36,000) $11,000 $286,000
May $135,000 $134,000 $269,000 $2,000 $8,000 $10,000 $279,000
June $133,000 $148,000 $281,000 $2,000 $9,000 $11,000 $292,000
July $105,000 $184,000 $289,000 $2,000 $10,000 $12,000 $301,000
August $157,000 $132,000 $289,000 $2,000 $9,000 $11,000 $300,000
September $145,000 $149,000 $294,000 ($16,000) $28,000 $12,000 $306,000
October $192,000 $113,000 $305,000 $2,000 $10,000 $12,000 $317,000
November $191,000 $107,000 $298,000 $2,000 $10,000 $12,000 $310,000
December $198,000 $119,000 $317,000 $3,000 $9,000 $12,000 $329,000
Total $1,518,000 $1,834,000 $3,352,000 $48,000 $87,000 $135,000 $3,487,000
Differences reflect updated claims/enrollment experience, including additional Kings Mountain and Mount Airy enrollment during 2015


Current 2015 Projection vs. Previous 2015 Projection - % Difference
2015 Paid Active COBRA Grand


Month High Claimants All Other Subtotal High Claimants All Other Subtotal Total
January 4% 8% 8% N/A 14% 14% 8%
February 4% 8% 7% N/A 15% 15% 8%
March 10% 8% 8% 4% 36% 14% 8%
April 11% 7% 9% 107% -113% 14% 9%
May 12% 7% 9% 3% 53% 14% 9%
June 11% 8% 9% 4% 45% 15% 9%
July 10% 8% 9% 5% 26% 16% 9%
August 12% 7% 9% 3% 56% 14% 9%
September 11% 8% 9% -23% 400% 15% 9%
October 13% 6% 9% 3% 59% 15% 9%
November 13% 5% 9% 4% 43% 15% 9%
December 13% 6% 9% 5% 50% 14% 9%
Total 11% 7% 9% 8% 24% 15% 9%
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Blue Sheets – January 2015
Current 2015 Projection - Enrollment


2015 Active COBRA Grand
Month High Claimants All Other Subtotal High Claimants All Other Subtotal Total


January 3                      4,422                4,425                0                      55                    55                    4,480                
February 8                      4,417                4,425                0                      55                    55                    4,480                
March 19                    4,472                4,491                1                      54                    55                    4,546                
April 31                    4,460                4,491                2                      53                    55                    4,546                
May 41                    4,450                4,491                2                      53                    55                    4,546                
June 49                    4,442                4,491                2                      53                    55                    4,546                
July 58                    4,433                4,491                2                      53                    55                    4,546                
August 69                    4,422                4,491                3                      52                    55                    4,546                
September 82                    4,409                4,491                3                      52                    55                    4,546                
October 98                    4,393                4,491                4                      51                    55                    4,546                
November 112                   4,379                4,491                4                      51                    55                    4,546                
December 124                   4,367                4,491                5                      50                    55                    4,546                
Average 58                    4,422                4,480                2                      53                    55                    4,535                


Current 2015 Projection - Employee Contributions and Administrative Fees
2015 Employee Contributions 2015 Administrative Fees


Month Active COBRA Total Month Active COBRA Total
January $1,093,000 $35,000 $1,128,000 January $311,000 $4,000 $315,000
February $1,093,000 $35,000 $1,128,000 February $311,000 $4,000 $315,000
March $1,109,000 $35,000 $1,144,000 March $316,000 $4,000 $320,000
April $1,109,000 $35,000 $1,144,000 April $316,000 $4,000 $320,000
May $1,109,000 $35,000 $1,144,000 May $316,000 $4,000 $320,000
June $1,109,000 $35,000 $1,144,000 June $316,000 $4,000 $320,000
July $1,109,000 $35,000 $1,144,000 July $316,000 $4,000 $320,000
August $1,109,000 $35,000 $1,144,000 August $316,000 $4,000 $320,000
September $1,109,000 $35,000 $1,144,000 September $316,000 $4,000 $320,000
October $1,109,000 $35,000 $1,144,000 October $316,000 $4,000 $320,000
November $1,109,000 $35,000 $1,144,000 November $316,000 $4,000 $320,000
December $1,109,000 $35,000 $1,144,000 December $316,000 $4,000 $320,000
Total $13,276,000 $420,000 $13,696,000 Subtotal $3,782,000 $48,000 $3,830,000


Rx Rebates ($469,000) ($6,000) ($475,000)
Total $3,313,000 $42,000 $3,355,000


Calculated using projected enrollment and 2015 employee contributions, COBRA rates, and PEPM administrative fees
Rx Rebates: Amount projected to be paid by CIGNA to HBI in 2015, reflecting 2014 Rx utilization


Projected in January 2015 based on 2015 Open Enrollment migration results, and estimated additional enrollment among Kings Mountain 
new hires for 1/1/15 (approximately 175 EE's), and Mount Airy on 3/1/15 (approximately 66 EE's)
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Blue Sheets – January 2015


Methodology for 2015 Projection
-
-


-
-
-


Assumptions for 2015 Projection
-


-
-


* Represents claims paid in projection year, regardless of incurral date.  This contrasts with projections presented during strategic modeling meetings and 
the employee contribution setting process, which represent claims incurred in the projection year, regardless of paid date.


Used 2011 - 2014, and 2014 YTD (through June) paid claims by member to identify high claimants
Recast projections of 2014 and 2015 total paid claims* based on recent claims and enrollment experience, and current plan 
designs, with 6.4% blended trend (5.0% trend through end of 2014; 6.5% trend for all of 2015)
Allocated 2014 and 2015 paid claims based on historical completion factors
Used historical costs by branch location to separate COBRA claims and enrollees from active claims and enrollees
Used historical patterns to project the distribution of catastrophic vs. non-catastrophic claims


High Claimant Threshold: $50,000 in paid claims; assumed patterns of high claimant activity in 2015 will be equal to the average 
2011-2013 patterns, including the rate at which high claimants emerge and their distribution by employee status (Active vs. 
COBRA)
Projections are based on a 6.4% blended trend (5.0% trend through end of 2014; 6.5% trend for all of 2015)
Assumed 2015 enrollment includes 2015 Open Enrollment migration results and estimated additional enrollment among Kings 
Mountain new hires for 1/1/15 (approximately 175 EE's), and Mount Airy on 3/1/15 (approximately 66 EE's)
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Overall Cost & Utilization


2015 Q1 2015 Q2 2015 Q1 2015 Q2 2015 Q1 2015 Q2


Cost per IP Admit $16,401 $16,911 Inpatient Admits 64.3 64.7 Total Members 126,863 126,914


Cost per Preventive Office Visit $211 $215 Preventive Office Visits 410 410 Total Employees 54,495 54,535


Cost per Other Office Visit $153 $156 Other Office Visits 2,980 2,990 % Female 52% 52%


Cost per OP Visit $1,162 $1,182 Outpatient Visits 972 978 EE Average Age 48.9 48.7


Cost per ER Visit $1,100 $1,116 ER Visits 169 169


Total Drug Cost PMPY $1,082 $1,102 Rx per member 0.74 0.74
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Quality Measures


Condition Measure 2015 Q1 2015 Q2 +/-


Age 0-17 Annual Physical
% CHF Members taking ACE 
Inhibitors/ARBs 69.8% 68.8% -1.0%


Age 18+ Annual Physical
% Diabetes/CAD Members taking 
ACE Inhibitors/ARBs 45.1% 45.9% 0.7%


Age 0-17 Flu Vaccination
% CAD Members taking Statins 26.3% 26.6% 0.3%


Age 18+ Flu Vaccination
% CHF Members taking Beta 
Blockers 15.3% 17.5% 2.2%


% Members with Depression 
taking Antidepressants 61.6% 62.2% 0.6%


% IP Readmission Rates within 30 
days 10.2% 6.9% -3.3%


% Follow-up Exams within 30 days 
following IP Discharge 93.4% 84.5% -8.9%


Days of Chiropractic per 1,000 
Members 183.09 195.26 6.6%


Age M F M F M F M F


0 - 17 6.2% 6.4% 4.6% 5.1% 8.8% 8.1% 6.1% 6.3%


18 - 29 17.8% 7.7% 17.9% 7.1% 21.1% 9.8% 18.3% 7.8%


30 - 44 12.8% 5.0% 12.4% 4.2% 15.4% 8.2% 13.1% 5.2%


45 - 64 5.6% 2.9% 5.6% 2.9% 8.0% 4.2% 5.9% 3.1% Mammography Screening Rate 53.0% 53.3% 0.28%


Total 9.0% 4.9% 8.7% 4.4% 11.7% 6.8% 9.3% 5.0% Colorectal Screening Rate 15.3% 15.3% -0.08%


Days of Therapy per 1,000 
Members 322.89 347.68 7.7%


P1 Total
Surgical Procedures per 1,000 
Members with Musculoskelatal 
diagnoses


53.08 52.76 -0.6%


Spinal Surgeries per 1,000 
Members with Musculoskeletal 
diagnosis


1.11 1.19 7.5%


+/-


0.0%


-0.1%


-0.3%


0.0%


2015 Q2


57.7%


34.7%


46.9%


40.2%


2015 Q1
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Populations & Financial Profile (by Plan)


BCBS HP P1 Total


Members 70,972 37,510 18,431 126,914


Average Age 36.5 36.1 35.9 36.3


% Female (members) 51.2% 51.9% 52.2% 51.6%


BCBS HP P1 Total


Trend 7.0% 5.0% 3.8% 6.0%


Total PMPM (Allowed) $510 $461 $505 $495


Medical $418 $371 $412 $403


Pharmacy $92 $90 $94 $92


Population Profile


Financial Profile


56%30%


15%


% Share of Total Population


BCBS
HP
P1


58%27%


15%


% Share of Total Allowed


BCBS
HP
P1
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Utilization & Clinical Metrics (by Plan)


BCBS HealthPartners PreferredOne Total


Utilization Metrics


Inpatient Admits (per 1,000) 63 71 58 65


OP Facility Visits (per 1,000) 1,006 822 1,192 978


ER Visits (per 1,000) 178 150 173 169


Preventive Office Visits (per 1,000) 414 403 410 410


Other Office Visits (per 1,000) 2,919 3,089 3,060 2,990


Prescriptions (per member) 0.75 0.70 0.75 0.74


Clincial Metrics


Top 5 Diagnostic Categories Preventive care Preventive care Preventive care Preventive care


(ranked by total allowed) Degenerative joint disease Pregnancy and delivery with 
complications Low back pain Degenerative joint disease


Surgical aftercare Degenerative joint disease Degenerative joint disease Low back pain


Administrative concerns and 
non-specific laboratory 


Administrative concerns and 
non-specific laboratory 


Benign and unspecified 
neoplasm


Administrative concerns and 
non-specific laboratory 


Low back pain Surgical aftercare Administrative concerns and 
non-specific laboratory Surgical aftercare


PMPM for Top 5 Diagnostic 
Categories $77.39 $66.85 $75.56 $72.52


Clinical Population Profile


Page 6







Chronic Condition Profile (by Plan)


Chronic Condition BCBS HealthPartners PreferredOne Total


Anxiety 81 83 92 83


Depression 62 61 68 63


Substance Abuse 8.4 9.8 9.5 9.0


CAD 2.8 2.2 2.8 2.7


CHF 2.3 1.9 1.8 2.1


Hypertension 68 65 93 71


Asthma 25.6 26.5 31.7 26.7


COPD 4.8 4.4 5.1 4.7


Diabetes 53 55 59 54


Lower Back Pain 123 106 118 117


Oncology 25.4 26.4 27.4 26.0


Rheumatoid Arthritis 4.7 3.9 4.7 4.5


Mental 
Health


Cardio- 
Vascular


Other 
Chronic 


Conditions


Chronic Condition Prevalence
(Members per 1,000 with diagnoses in past year)
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Populations & Financial Profile (by Member)


Employee
Dependent 


<= 17
Dependent 


 18+ Total


Members 54,535 27,514 44,864 126,914


Average Age 48.7 9.2 37.8 36.3


% Female (members) 53.1% 48.4% 51.6% 51.6%


Employee
Dependent 


<= 17
Dependent 


 18+ Total


Trend 3.4% 14.8% 9.0% 6.0%


Total PMPM (Allowed) $611 $285 $513 $495


Medical $474 $248 $408 $403


Pharmacy $136 $37 $105 $92


Population Profile


Financial Profile


43%


22%


35%


% Share of Total Population


Employee
Dependent <= 17
Dependent 18+


43%


20%


36%


% Share of Total Allowed


Employee
Dependent <= 17
Dependent 18+
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Utilization & Clinical Metrics (by Member)


Employee Dependent <= 17 Dependent 18+ Total


Utilization Metrics


Inpatient Admits (per 1,000) 61.5 65.2 68.1 64.7


OP Facility Visits (per 1,000) 1,180 534 996 978


ER Visits (per 1,000) 146 192 182 169


Preventive Office Visits (per 1,000) 401 608 306 410


Other Office Visits (per 1,000) 3,319 2,547 2,854 2,990


Prescriptions (per member) 1.09 0.30 0.85 0.74


Clincial Metrics


Top 5 Diagnostic Categories Preventive care Preventive care Preventive care Preventive care


(ranked by total allowed) Degenerative joint disease Newborn Status, Uncomplicated Pregnancy and delivery with 
complications Degenerative joint disease


Low back pain Congenital heart disease Low back pain Low back pain


Administrative concerns and 
non-specific laboratory Anxiety, neuroses Surgical aftercare Administrative concerns and 


non-specific laboratory 


Surgical aftercare Otitis media Administrative concerns and 
non-specific laboratory Surgical aftercare


PMPM for Top 5 Diagnostic 
Categories $97.81 $74.87 $67.89 $72.52


Clinical Population Profile
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Chronic Condition Profile (by Member)


Chronic Condition Employee Dependent <= 17 Dependent 18+ Total


Anxiety 86 71 85 83


Depression 74 22.0 63 63


Substance Abuse 7.1 1.6 13.9 9.0


CAD 3.8 0.6 2.8 2.7


CHF 2.9 1.3 2.3 2.1


Hypertension 110 0.9 64 71


Asthma 24.3 39.1 22.3 26.7


COPD 6.5 0.6 5.0 4.7


Diabetes 81 4.4 52 54


Lower Back Pain 155 29.4 108 117


Oncology 38.2 0.7 56 26.0


Rheumatoid Arthritis 6.2 0.6 4.7 4.5


Mental 
Health


Cardio- 
Vascular


Other 
Chronic 


Conditions


Chronic Condition Prevalence
(Members per 1,000 with diagnoses in past year)
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Information Security Statement 


Overview 


Deloitte1 has endeavored to design and implement an Information Technology (“IT”) infrastructure that is 
generally aligned with industry standards. The security boundary of the IT infrastructure includes Deloitte-
issued laptops, as well as back-end services, such as document collaboration, email, and backup 
systems. The IT infrastructure security controls and associated information security processes were 
developed to protect confidential information while making it available in all appropriate circumstances. A 
summary of such policies, controls, and associated processes is set forth below. From time to time, 
Deloitte may change these policies, controls and associated processes.  Deloitte shall not be under any 
obligation to notify any client of any such change. 


Purpose 


The purpose of the Information Security Statement is to provide clients and prospective clients with an 
overview of Deloitte’s IT security practices. 


  


1 As used in this Statement, “Deloitte” refers to Deloitte LLP and/or its affiliates. 
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Information Security, Risk, & Compliance  


Deloitte maintains an Information Security, Risk & Compliance department (“IRC”) to oversee its 
information security program. The IRC is headed by Deloitte’s National Director of Technology who 
reports to the Chief Information Officer (“CIO”). The IRC is divided into the following groups:  
 


• Federal Security 
• Governance Risk & Compliance  
• ITS e-Discovery & Investigations 
• Security Standards & Architecture  
• Vulnerability & Analysis  


Members of these groups hold various industry security and audit based certifications (e.g., CISSP, 
CISM, CISA, ISSM, CRISC, CEH, and OSCP). 


Information Security Policy 


Deloitte maintains a comprehensive information security program which includes policies, standards, and 
procedures. This program is informed by several industry guidelines and best practices including 
ISO27002, COBIT, ITIL, and the BITS Financial Institution Shared Assessments Program.  Deloitte’s CIO 
is responsible for this program. 


Deloitte’s IT leaders meet on a regular basis to consider strategic and tactical direction for the information 
security policies, standards, and procedures.   


Information security policies are drafted with input from internal information security resources and are 
based upon industry best practices. The drafts are reviewed and approved by Deloitte’s IRC leadership, 
Office of General Counsel, and the CIO. Once approved, the policies are published on Deloitte’s intranet 
and communicated to all personnel.         


On-Site Security Assessments 


In an effort to protect and minimize risk to all of Deloitte’s clients’ data, in lieu of permitting individual 
clients to perform independent security assessments of Deloitte’s information security program, each year 
Deloitte engages a third-party to apply procedures based upon a version of the BITS Financial Institution 
Shared Assessments Program Agreed Upon Procedures (the “BITS AUPs”) with respect to certain of 
Deloitte’s information technology controls and to prepare a report with respect thereto (the “BITS 
Report”). The BITS Report seeks to evidence whether the BITS AUPs agreed to by Deloitte have been 
met.  The BITS Report may be made available to a client or prospective client once such client or 
prospective client has executed an appropriate non-disclosure agreement with Deloitte and an access 
letter with the third party that created the BITS Report.  


The BITS Financial Institution Shared Assessments Program is based on the BITS industry consortium 
and includes the BITS AUPs (which are a list of security control objectives) and the Standardized 
Information Gathering questionnaire. Detailed information about the BITS Financial Institution Shared 
Assessments Program can be found at http://www.sharedassessments.org/. The BITS Financial 
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Institution Shared Assessments Program defines specific controls and objectives as well as the 
procedures for verifying those controls. The BITS AUPs address the following controls areas:  
 


• Information security policy 
• Organization of information security 
• Asset management 
• Human resources security 
• Physical and environmental security 
• Communications and operations management 
• Access control 
• Information systems acquisition, development and    


maintenance 
• Information security incident management 
• Business continuity management 
• Compliance 
• Privacy 


Awareness and Training 


Deloitte has implemented training and awareness programs for its personnel related to information 
security policies, privacy policies, and information protection standards. All Deloitte personnel are 
required to complete information security awareness training during the new hire on-boarding process. All 
individuals who have access to Deloitte’s intranet are presented with an information security policy 
awareness statement three times each year, which they are required to acknowledge.  


All Deloitte personnel are also required to complete a privacy training course.  


Deloitte has a dedicated security awareness committee. The committee is responsible for developing 
ideas to enhance Deloitte’s awareness of security risks and issues through policy development and 
training. The committee is comprised of delegates from Deloitte’s IRC, National Office of Security, 
National Office of Privacy, Federal Security, Talent, and Office of General Counsel, who regularly meet to 
discuss new or recurring security issues, devise strategies and implementation plans, and provide 
progress reports on existing projects. 


Privacy Program 


Background 


Deloitte has designed and developed an organization-wide privacy program (the “Privacy Program”) to 
address potential privacy risks and has taken the following steps to implement the Privacy Program: 


• Deloitte created a National Office of Privacy to manage the Privacy Program and appointed a 
Chief Privacy Officer to lead the Privacy Program. 


• Deloitte adopted a Privacy Policy and guidelines. 
• Mandatory online training and communications were developed and deployed to educate Deloitte 


personnel regarding the Privacy Program and Privacy Policy. 
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• Deloitte put a process in place to verify, on an annual basis, adherence to the Safe Harbor 
Agreement between the U.S. Department of Commerce and the European Commission with 
respect to personally identifiable information that is transferred from the European Economic Area 
to the United States within the scope of Deloitte's Safe Harbor certification. 


Description of the Privacy Program 


• The National Office of Privacy is responsible for the overall management of the Privacy Program. 
Included in its roles are:  
 


1. development and maintenance of the Privacy Policy and guidelines;  


2. management of an incident response process;  


3. development and presentation of online and instructor-led privacy training;  


4. creation and deployment of an ongoing communication program to raise the awareness 


of privacy issues;  


5. management of activities that support the annual recertification of compliance with the 


Safe Harbor principles; and  


6. coordination with Deloitte’s IT leadership to identify and deploy technologies that support 


the Privacy Program. 


• A Privacy Advisory Council, consisting of Privacy Liaisons from 15 business areas of Deloitte, 
was created to provide advice and guidance to the Chief Privacy Officer and the National Office 
of Privacy.  


• An ongoing process is in place to monitor, assess, and address the Privacy Program. In addition, 
an annual review of the Privacy Program is made to determine that adequate resources have 
been allocated to the Privacy Program. 


Disaster Recovery /Business Continuity Management 


While the goal of the overall security program is to reduce the likelihood of a disruption, Deloitte has 
developed and implemented a Disaster Recovery / Business Continuity Program that enables the 
recovery of the IT infrastructure used to deliver IT Services so that the end-to-end business process can 
continue should a disruption occur.  Deloitte’s program includes the following basic activities: 


• Prioritizing the activities to be recovered by conducting a Business Impact Analysis 
• Performing a risk assessment for each of the IT services to identify the assets, threats, 


vulnerabilities and countermeasures for each IT service 
• Evaluating the options for recovery; producing a contingency plan; and testing, reviewing, and 


revising that contingency plan on a regular basis. 


These activities are documented and referred to by Deloitte as Business Continuity Plans (BCPs).  The 
BCPs contains emergency response procedures that go into effect within a reasonable period of time 
following the occurrence of a disaster or other unplanned interruption, including assessing the well-being 
of personnel, providing for the continuity of essential business functions, and utilizing recovery 
procedures for critical business processes.  
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A BCP is provided for IT services, which includes technical and business contact call lists as well as 
notification and escalation procedures. Data flow diagrams and third party information may also be 
included.  Recovery Time Objectives are identified and documented in each BCP. BCPs are subject to a 
review every 12 months and are tested within every 24 months.  Test scenarios may include the 
unavailability of technology, critical staff or both.  Test results are reviewed and recorded.  In the event of 
a pandemic, there are plans that address the unavailability of critical staffing levels for IT staff as well as 
Deloitte’s vendor relationships. 


One objective of the BCPs is to have business technology resources (such as WAN, LAN, e-mail and 
servers) available at non-affected sites so that normal business functions can continue when an 
unplanned interruption does occur and that these same resources can be restored within a reasonable 
period of time at the site of the interruption.  Because certain application data may reside on servers 
located at remote Deloitte offices (“local servers”), most local servers are backed up on a daily basis to a 
primary data center.  A copy of the backup data is kept on-line, on-site in the secure data center.  For 
offices that still have local backups, the local backup copy is kept on-line in that office in a secure 
location.  In both cases, a copy of the backup data is encrypted and copied to media that is moved off site 
to a storage facility owned and operated by a vendor whose primary business is providing off-site storage 
and retrieval for backup media. 


If a remote office server was unavailable due to an unplanned interruption, the backup data would be 
restored from the local media to a server providing users access to the application data. Restoration to an 
alternate local server generally would be within 24 to 48 hours.  For offices that store backup data in the 
primary data center, the data is restored at the primary data center and then shipped to the remote office 
while a local server with a local backup might be restored to a local server. 


In some cases application data may also reside on end users’ laptop computers, which are also used to 
access data stored on the local servers.  When connected to a local server, all laptops are backed up on 
a regular basis to an off-site storage facility.  Restoration of application data on a laptop generally would 
be within 24 hours or less.  


In summary, Deloitte has a comprehensive Disaster Recovery / Business Continuity Program that 
provides emergency response procedures for the continuity of essential business functions, and recovery 
procedures for critical business processes within a reasonable period of time following the occurrence of 
a disaster or other unplanned interruptions. 


Pandemic Planning 


As described above, Deloitte takes disaster and contingency planning very seriously, including planning 
for a possible flu pandemic. The planning undertaken by Deloitte to address a possible flu pandemic 
involves endeavoring to maintain the continuity of essential business functions.  Current plans address, 
specifically, issues such as technology, communications, travel, resource allocation, and alternate work 
sites. Deloitte’s ongoing planning encompasses the following areas: 


• Communications  
• Client Service  
• Office Services/Operations/Facilities  
• Human Resources and Benefits  
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• Information Technology  
• Procurement and travel  
• Finance  
• Risk Management  


The following is a brief summary of some specific activities completed or currently underway: 


• A Pandemic Response Committee was established to monitor potential pandemic flu 
developments and Deloitte’s planning.  


• Specific action steps and activities were identified in the various areas listed above, and more 
detailed action plans were developed.  


• Deloitte initiated pandemic awareness education for its personnel, including training for local, 
regional, and national leadership teams.  


• Deloitte has ongoing communications with Deloitte Touche Tohmatsu Limited’s Global Security 
Office, which is monitoring developments in countries outside of the U.S.   


• Deloitte is working with outside advisors who are recognized in the field of infectious diseases 
and, specifically, for their knowledge regarding the possible effects of a flu pandemic.  


Deloitte believes that communications with its personnel and clients will be important in the event of a flu 
pandemic. In that regard, planning activities provide for targeted and general communications within the 
Deloitte organization, as well as with vendors, clients, and governmental agencies.  


Deloitte anticipates that the planning process and its activities will continue to evolve. Deloitte will 
continue to monitor information and news sources regarding current threats, including the progression of 
human infections, and, as the circumstances and facts warrant, Deloitte expects to adjust its plans as it 
believes appropriate.  Accordingly, there will not be a “final” plan, but rather a plan that can be adjusted to 
the extent warranted.  In that regard, a Pandemic Planning Council has been established to periodically 
review and recommend updates to Deloitte’s plans.  Deloitte has teams in place that are ready to respond 
to such threats and to implement plans should the situation warrant. 


Limits of BCP and Pandemic Planning 


Due to the significant uncertainties associated with a possible flu pandemic or other disaster, Deloitte can 
make no representations or warranties, nor can Deloitte provide any assurances, that its plans will be 
adequate to respond to any possible consequences, or that the plans of any third parties to deal with a 
possible flu pandemic or other disaster are or will be sufficient to address any situations or problems that 
might arise during a pandemic or other disaster. Deloitte’s objective is to prepare for a possible flu 
pandemic or other disaster based on the information and data that it has at this time, and to possibly 
modify those plans as it believes conditions or facts may warrant.   


Every organization needs to develop its own preparedness plan based on its specific circumstances, 
business functions, and operational factors. Consequently, a plan developed for one function or business 
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cannot be expected to address the potential issues that may be faced by another business enterprise. 
Business continuity plans and documentation contain information about Deloitte that is proprietary. 
Accordingly, Deloitte cannot provide third parties with copies of such plans or documentation. 


Human Resources Security 


Upon hire, all personnel agree to comply with Deloitte’s policies, including those relating to confidentiality 
and privacy. In addition, all Deloitte personnel are required to complete security awareness training during 
the new hire on-boarding process.  


Background Checks for U.S. Personnel 
Deloitte generally requires that background investigations be conducted for all personnel at the time that 
they join Deloitte. Potential issues that are identified in the background investigations are reviewed to 
determine if they are job related or pose a risk to Deloitte, its personnel, or clients.  The type of 
background investigation performed depends on whether the individual joining Deloitte is a partner, 
principal, or employee, and the level of the employee. While background investigations were not always 
performed on Deloitte’s personnel and may not always have covered the same information, all 
background investigations of Deloitte’s personnel in the U.S. currently include the following, at a 
minimum:  
 
• SSN verification: confirms a valid number and that it belongs to the individual  
 
• Felony and misdemeanor conviction searches: searches for felony and misdemeanor convictions are 


performed for the last five years at the following levels: federal, state (where available and 
reasonable) and counties of residence, work, and school  


 
• Education confirmation: all education beyond high school confirmed 
 
• Employment confirmation: all professional employment in the last five years is confirmed -- minimum 


of dates of employment and position held, and an attempt is made to obtain rehire status, reason for 
leaving, and salary 


 
• SEC search, OFAC search (suspected drug dealers, money launderers, terrorists), GSA search 


(barred from working on or receiving government contracts), FDA search (barred from working at or 
being associated with pharmaceutical companies), FBI Most Wanted search, EU Terrorist Watch List 
search, and Interpol Watch List search  


 
• Professional licenses confirmation and searches: confirm professional licenses and search for any 


professional sanctions or disciplinary actions 
 


Background checks for Personnel of Deloitte LLP’s affiliates located in India (“U.S. India”) 
The type of background investigation performed depends on whether the individual joining Deloitte is a 
partner, principal, or employee, and the level of the employee. While background investigations were not 
always performed on Deloitte’s personnel and may not always have covered the same information, all 
background investigations of Deloitte’s personnel in the U.S. India offices currently include the following, 
at a minimum: 


• Education confirmation: Graduation and Post-Graduation, as applicable. 
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• Employment Verification: Last 5 years of employment or last 3 employers, as relevant. 


Physical and Environmental Security 


Only authorized personnel with a Deloitte electronic badge are granted access to Deloitte’s facilities. 
Deloitte data centers are further restricted to only those personnel with the need to access restricted 
areas.  Procedures exist for controlling visitor access and maintaining a detailed log of all visitors to the 
computing facility. Data centers have the following physical protection measures: security guards, man-
trap rotating doors to be electronically opened by an authorized electronic Deloitte badge, video cameras, 
and sign-in and sign-out sheets.  


The electricity, water, and temperature controls are all pre-approved for use by the facilities administrators 
in the data centers. Each utility has a control in place to monitor its usage and to notify an administrator in 
case of failure. Automatic emergency lighting is installed in areas necessary to maintain personnel safety.   


Emergency exits are located in various places in the data centers. Automatic fire suppression systems 
have been installed to protect the data centers; type is pre-action hydronic, and detection method is 
temperature. Master water shut-off valves are present. Temperature and humidity controls have been 
implemented to protect against temperature fluctuations in all areas of the data centers containing IT 
equipment. 


Vendor Assessment Process  


The Vendor Assessment process is designed to reduce vendor-related risk by: 
 


• Building a repository of acceptable vendors 
• Assessing the vendor security posture 
• Tracking identified remediation of issues  
• Reviewing and assisting with the negotiation of variances to our standard security language in 


contracts with vendors 


Asset Management 


Deloitte has a technology asset team that follows approved processes for asset management. There are 
tools and controls in place that manage all hardware and software assets which are reviewed on an 
annual basis. Deloitte has policies and procedures in place to manage licensed software and deter 
unapproved software from being loaded. A software and hardware inventory system is maintained, which 
identifies hardware and software components used within the information systems. Multiple controls are 
used to manage the configuration baselines. These controls are supported by automated tools that 
provide configuration and inventory information on a continuous basis specific to configuration 
compliance, vulnerabilities, inventory by IP/device name and operational status.  


Access Control 


Access to Deloitte information contained on Deloitte IT systems is granted on a need to know basis and 
must be approved by the Deloitte data owner.  
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Vendor and contractor access is requested via a formal procedure that involves Deloitte’s Talent and IT 
Infrastructure groups. Upon approval, the vendor user accounts are created in a controlled domain 
organizational unit giving access necessary to perform their defined duties. Vendor and contractor access 
is granted on a temporary basis requiring regular renewal approval by management.  


Remote access is provided via a SSL VPN solution with account activity being logged to Deloitte’s 
logging/alerting infrastructure. Depending on the level and type of access required, the SSL VPN solution 
provides a virtual session or web interface into the needed application(s). 


Privileged user accounts to Deloitte IT systems are established and administered in accordance with a 
role-based access scheme that organizes all system and network privileges into roles (e.g., key 
management, network, system administration, database administration, and web administration).  


Identification and Authentication 
All users must authenticate to the Deloitte network using a unique user ID and a strong password prior to 
gaining access to the information system.  


Deloitte strong passwords contain the following characteristics:  
• At least eight characters in length  
• Not be any of 10 previous passwords  
• Expire every 90 days 
• Contain at least three of the following four classes:  


o English uppercase letters (A,B,C,…)  
o English lowercase letters (a,b,c,…)  
o Westernized Arabic numerals (0,1,2,…)  
o Non-alphanumeric (special) characters (#, &, !, %,@,?,*, et al.)    


System Security  


System and Communications Protection 
An intrusion detection/prevention system (“IPS/IDS”) is employed at the point of entry to the Deloitte 
network environment. The logs for the IPS/IDS, firewall, and VPN are sent to a log aggregator. Access 
control lists are placed on firewalls controlling the inbound and outbound flow of traffic. Traffic is denied 
by protocol unless approved by the gateway protocols as configured and approved by the Deloitte 
security team. DMZ and trusted zones are used to segment traffic to areas that are protected in 
accordance with the accepted risk. 


System and Information Integrity 
Firewall, IPS/IDS, and VPN audit logs are sent to the log aggregator, which checks for abnormal activity 
and anomalous behavior that would trigger an information security review.  Hardware and software 
checks are done by automated tools with identified alert levels that trigger a notification to the system 
administrators in case of a system flaw. Anti-virus is managed by enterprise policy and distributed by a 
server located in the environment. Anti-virus is configured to scan external devices attached to the 
information system as well as email traffic.   
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System & Data Back-up 


Deloitte systems are backed up daily with incremental hourly backups. Deloitte laptops are scheduled for 
daily backup. If a backup is interrupted for any reason, it will resume where it left off the next time the 
laptop connects to the internet. Two iterations of data are retained as back up, one onsite and one offsite. 
A reputable vendor is utilized for offsite backup storage and disposal. All backup media is encrypted prior 
to shipment to the vendor and a controlled process exists for turnover. The vendor is subject to 
obligations of confidentiality. The vendor has security practices in place and uses a tracking application 
for all media it handles on Deloitte’s behalf. Deloitte is provided with reports of the media status. The 
vendor stores the media in a secure, environmentally controlled storage facility.  


Information Systems Acquisition, Development and 
Maintenance 


Security Planning 
The Deloitte information security plan is reviewed and updated annually. In addition, applicable policies 
and security operating procedures are reviewed and updated annually.   


Acquisition of System and Services  
Deloitte does not acquire IT systems or services until the IRC has reviewed the product/service to 
determine whether it meets guidelines in regards to security and encryption. Software installation 
requests are submitted for risk assessment and approval. Software is not implemented unless it meets 
applicable Information Technology Security (ITS) standards. There is a Change Control Board that 
discusses any additions that may affect the security posture of the environment.    


Application Development  
Deloitte follows secure coding best practices during the system development lifecycle for Deloitte 
applications. Deloitte’s applications undergo security reviews and vulnerability scans prior to being placed 
in production. 


Change Control 
Deloitte has a change management process in place for its IT systems. Proposed changes are submitted, 
tested, and reviewed during regularly scheduled meetings. Approved changes are tested and vulnerability 
scans are performed prior to deployment. Deployment windows are scheduled. Back out plans are in 
place should they be needed. 


Maintenance 
Deloitte ITS performs software and hardware maintenance on Deloitte’s environment servers.  
Information system backups are performed daily.  Performance reports are initiated via automated tools 
which specify certain levels of performance to trigger the report (i.e., % of CPU processor utilization, etc.).   


Third party contractor maintenance personnel must be approved prior to receiving access to the 
information system servers. Third party maintenance personnel are escorted into the facility and 
accompanied during the period of access. A log is maintained which documents the name, date, length of 
time, justification, and escort name for each maintenance personnel who is granted access to the 
information system(s). 
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Information Security Incident Management 


Deloitte has built an integrated incident response team that brings together the appropriate subject matter 
experts from various disciplines to address each specific incident.  The Security Incident Response 
Procedures (“Procedures”) describe how various types of incidents are handled.  The Procedures identify 
key resources and communications that will take place based on various incident types.  The Procedures 
identify to whom suspected incidents should be reported and describe the escalation path from the entry 
point in the process.  Security awareness training is in place to make Deloitte personnel aware of their 
responsibilities concerning security incidents.  Each incident is logged and the relevant facts are 
captured.  When necessary, data related to the incident is maintained in a forensically sound manner and 
appropriate chain of custody is documented. 


The incident response team has a variety of tools available to assist them in the analysis of 
incidents.  These include standard security tools from software and hardware providers as well as 
commercial forensic tools specifically targeted for such matters. 


The Procedures are executed periodically so the teams remain prepared for response should the need 
arise.  At the completion of each significant incident, a post incident review is conducted to identify any 
areas for improvement as well as areas that went well.  These findings are used to adjust and improve 
the Procedures.   


Compliance 


System Audit and Accountability 
Audit records are created to monitor; 


• anti-virus services 
• intrusion prevention services 
• remote access services, web proxy services 
• domain authentication 
• router events 
• firewall events, VPN access 
• application logs  


Audit records are maintained to support analysis and investigations. Logs are maintained based on file 
size and the retention time may vary. Logs are also maintained based on regulatory requirements.  


Audit record content includes: (i) date and time of the event; (ii) the component of the information system 
(e.g., software component, hardware component) where the event occurred; (iii) type of event; (iv) unique 
user/subject identity; and (v) the outcome (success or failure) of the event.  


System Audits 
Internal security control reviews are performed periodically based on the business impact of the systems. 
Deloitte’s internal audit team performs audits on various aspects of Deloitte’s systems, processes, and 
policies.  


Application Configuration Management 
Software baseline configurations are created in accordance with Deloitte policies and standards. Software 
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is tested against the baseline requirements prior to being placed in the production environment. 
Continued monitoring is conducted while in operation.   


Wireless Access 


Deloitte supports an internal wireless network within the organization. A wireless security policy is in 
place. Only Deloitte approved access points will be connected to Deloitte's network.  


• For wireless access to Deloitte's networks, personnel are required to use Wi-Fi Protected Access 
(WPA2 or stronger protection) where it is available.  


• For the convenience of visitors, clients, or guests, a wireless network providing controlled access 
to the Internet may be made available in Deloitte's facilities.  


Data Flow Diagram 
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Data Protection 


PII 
Deloitte personnel receive training covering the proper handling of personally identifiable information 
(“PII”). In the instances in which Deloitte may transmit client PII outside of the Deloitte environment, 
Deloitte requires its personnel to transmit the data in an encrypted format (i.e., encrypted emails, 
encrypted file transfers, encrypted USB drives, and encrypted CDs/DVDs).  


Media Protection 
Secure printing is available at multiple locations within each Deloitte office. Deloitte issued USB drives to 
its personnel that meet the encryption standards outlined in Federal Information Processing Standard 
(FIPS) 140-2. In addition, software has been deployed to Deloitte personnel as part of the standard tool 
set that allows the creation of encrypted CDs (FIPS 140-2 compliant) and encrypted WinZip files (FIPS 
197 compliant).  


Laptops are encrypted and are required to be secured at all times. Physical access to servers is restricted 
to authorized parties. Magnetic drives are wiped/over-written with a minimum of three passes with a 
Department of Defense approved tool prior to being released for re-use and disposal. 


Deloitte has employed three methods of PDA protection: 1) forced access PINs; 2) remote wipe in the 
event of 10 incorrect pin attempts; and 3) remote wipe (through vendor) if the PDA is reported as lost or 
stolen. 


Data Destruction 
Policies and practices are in place with regard to the destruction of confidential information and PII and 
vary depending on type of media. For example, hard disks, CD/DVD, USB drives are required to be wiped 
using a Department of Defense approved disk cleaning tool, while tapes are required to be destroyed at 
end of life. Paper is required to be shredded.  


Encryption 


Whole-disk encryption has been deployed on Deloitte- issued laptops. Deloitte has deployed encryption 
with 128-bit Advanced Encryption Standard (“AES”) algorithm together with a secondary 128-bit Diffuser 
algorithm, creating the equivalent of a 256-bit key encryption solution.  


Deloitte has deployed encrypted USB drives intended for use in transporting sensitive data. This 
encryption method is FIPS 140-2 compliant. 


Software is installed on Deloitte-issued laptops for the creation of encrypted CDs. This encryption method 
is FIPS 140-2 compliant. 


WinZip is installed on Deloitte-issued laptop. This encryption method is FIPS 197 compliant. 


Additionally, Deloitte Internet mail gateways are configured to attempt to transmit all email in an encrypted 
manner if the recipient of the transmission can support such encryption methodology. Opportunistic TLS 
is enabled on the Deloitte e-mail gateways. If TLS is enabled on the recipient email gateway, the email 
will be encrypted between the gateways. This encryption method is FIPS 140-2 compliant. 


14 of 15  
 







 
 


Secure File Transfer Protocol (SFTP) is an available option for the transfer of client data. SFTP securely 
encrypts and compresses files during transmission. This encryption method is FIPS 140-2 compliant. 


Records Management 


Deloitte maintains and retains records in accordance with applicable legal and regulatory requirements 
and professional standards.   
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PEBP Actuary/ Consultant RFP 


 RFP No. 3211 Page 2 


 
 


1 COST 
 


 Note:  Cost information must not be included with the vendor's Technical 
Proposal, please refer to the Submittal Instructions in Section 5. 


 
1.1 Vendors must indicate, for each work activity, whether the costs are 


proposed on a fixed price, or hourly basis.  Activities are to be separated by 
major areas, to include, but not be limited to: annual rate development, 
GASB valuation, general consulting and special projects.  The general 
consulting includes, but is not limited to:  attendance and participation at 
PEBP Board meetings, attendance and participation with at Nevada 
legislative hearings, HIOD reporting, analysis of PEBP utilization data, 
Biennial Compliance Review, annual HIPAA training and consultation on 
plan designs.  In the past, Special Projects have included review and 
prepare cost analysis reports regarding proposals submitted by vendors 
regarding PEBP RFPs, analysis of possible cost impact to proposed plan 
changes by PEBP staff and the PEBP Board. 


We are committed to discussing the scope of work with the PEBP to reach 
a mutually agreeable scope and cost for the contract term. 


Deloitte Consulting will provide services requested at the hourly rates 
shown below.  Cumulative charges for services as requested will not 
exceed $3,289,000 over six years, not including expenses.  This cap is 
based on our best estimate of hours needed to perform all tasks outlined 
within the proposal. We will not provide services that will result in fees in 
excess of such cap without express written consent of the State PEBP.  
Such additional services will be undertaken through an agreed upon 
change order process which we would anticipate discussing and including 
in a resulting contract amendment, with specific language being agreed 
upon as part of contract negotiations to be undertaken if we are selected as 
the successful bidder. 


1.2 Vendors must define each project and complete a separate pricing chart for 
the category of General Consulting for the services required as well as any 
additional general consulting projects or hours anticipated in order to fulfill 
this contract.   


Confirmed. 


1.3 If costs are on an hourly basis, the vendor must indicate if charges will be 
limited to a maximum amount. 


As stated above, Deloitte Consulting will provide services requested at the 
hourly rates shown below.  Cumulative charges for services as requested 
will not exceed $3,289,000 over six years, not including expenses. We will 
not provide services that will result in fees in excess of such cap without 
the express written consent of the State PEBP. 
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1.4 Vendors must submit a number an hourly rate and a number of hours of 
service for staff assigned to the PEBP account for each year of the contract.  
The hourly rate shall be all-inclusive with the exception of travel costs.   


Deloitte Consulting has outlined our rates in Attachment H (shown below).  
The hourly rates are all-inclusive with the exception of travel costs. 


1.5 Vendor may change staff category titles to match their respective 
organization. Vendor may add additional lines to accommodate all staff 
categories. 


Current vendor staff categories have been expanded to better reflect 
experience and match Deloitte Consulting titles. 


1.6 Vendor must provide estimated costs by fiscal year and the contracted 
maximum amount. 


Attachment H is shown below which estimates costs by fiscal year and 
provides our best estimate of the contract maximum amount. 


1.7 Vendors should list assumptions deemed most important in their 
development of the cost estimates. 


Deloitte Consulting has provided our hourly rates for the term of the 
contract.  Rates for years 2 through 4 are being increased by an annual 
inflation factor.  Our invoices will include employee name, title, hourly rate, 
total hours, and details of the work performed by project. 


Deloitte Consulting built our General Consulting hours budget assuming 16 
onsite meetings per year with two individuals attending.  Should our hour 
estimates be significantly off from the PEBP’s estimates, we would 
appreciate the opportunity to align our proposal with the PEBP’s 
assumptions. 


Additional assumptions include: 


• In support of GASB 43/45, we will perform full certified valuations every 
other year and interim valuations in the off years. 


• For the annual rate development, Deloitte Consulting assumes the 
number of programs and rating group segments will stay the same.  If 
the State of Nevada materially increases the number of programs or 
rating groups, we would need an appropriate change in hours. 


• Our general consulting hours estimates included the preparation of 
cost analysis reports regarding proposals submitted by vendors in 
response to PEBP RFPs, but excludes hours to develop an RFP 
document or provide non-cost related technical analysis of resulting 
vendor proposals. 


• Our general consulting hours include an annual strategy session to 
align project goals and plan for future enhancements/strategies for the 
coming years. 
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• As indicted in the footnote of Attachment H, Deloitte Consulting 
included the HIPAA Training and Biennial Compliance Review in the 
Special Projects table. Deloitte Consulting will provide hour estimates 
for any out-of-scope projects. 


• Our cost proposal includes analysis of data obtained in vendor RFPs, 
but does not include the development and management of the RFP 
itself. We are glad to discuss RFP services with the PEBP if/when the 
bid schedule is known. 


• Our cost proposal assumes billing deficits in each year can be made 
up with surpluses in other years and that deficits in Annual Rate 
Development, GASB, General Consulting, or Special Projects can be 
made up with surpluses in any of the other projects. In other words, 
our quote is intended to be all-inclusive, not separate quotes for each 
project. 


• The following are excluded: 


o Services for vendors or coverages that the City adds after the 
contract effective date. 


o Services in support of ACA employer reporting requirements (e.g., 
Forms 1094/1095). 


o Claim reviews and audits. 


o Transactional testing discussed in question 3.5.3.14. We are 
capable of performing these services, and we are glad to discuss 
the specific scope of work desired. 


o Communications services. We provide these services and are glad 
to discuss the scope of work with PEBP if desired. 


• Member issue research and resolution is limited to 100 hours per year. 


• Rate setting scenario modeling is limited to five scenarios per year. 


• This proposal assumes no commissions are paid. We are 
compensated on an hourly basis for services performed. 


• Expenses are billed at actual cost with no mark-up. 


1.8 Please use the format on the following page and provide your organizations 
costs for actuary and consultant services.  Vendors may add work activities 
to match their proposed services. 


Confirmed. 


 Proposals submitted in any other format may be rejected. 
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PEBP is requesting Vendors to submit cost proposals for a two year 
contract, a four year contract and a six year contract.  Vendors must fill out 
the Cost Schedule for each of the three term options. 


Confirmed. We are submitting one Cost Schedule. The two-year contract is 
the sum of the first two years, the four-year contract is the sum of the first 
four years, and the six-year contract is the sum of all years in the Cost 
Schedule. 


 


 


 


 


Activity:
Annual Rate Development Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost
Staffing:
Principal 0 $384 $0 0 $397 $0 0 $410 $0 0 $424 $0 0 $437 $0 0 $450 $0
Director 40 $361 $14,440 20 $374 $7,480 20 $388 $7,760 20 $401 $8,020 20 $414 $8,280 20 $428 $8,560
Senior Manager 100 $336 $33,600 80 $350 $28,000 80 $363 $29,040 80 $376 $30,080 80 $390 $31,200 80 $403 $32,240
Manager 100 $312 $31,200 80 $325 $26,000 80 $338 $27,040 80 $352 $28,160 80 $365 $29,200 80 $378 $30,240
Senior Consultant 60 $272 $16,320 40 $285 $11,400 40 $298 $11,920 40 $312 $12,480 40 $325 $13,000 40 $338 $13,520
Consultant 60 $232 $13,920 40 $245 $9,800 40 $258 $10,320 40 $272 $10,880 40 $285 $11,400 40 $298 $11,920
Analyst 20 $209 $4,180 10 $222 $2,220 10 $236 $2,360 10 $249 $2,490 10 $262 $2,620 10 $276 $2,760
Developer 0 $95 $0 0 $101 $0 0 $107 $0 0 $113 $0 0 $120 $0 0 $127 $0
Associate 0 $80 $0 0 $85 $0 0 $90 $0 0 $95 $0 0 $101 $0 0 $107 $0
Total Staffing 380 $113,660 270 $84,900 270 $88,440 270 $92,110 270 $95,700 270 $99,240


Other Costs (please specify)


Travel $7,322 $5,473 $5,663 $5,858 $6,092 $6,336


Total for Activity $120,982 $90,373 $94,103 $97,968 $101,792 $105,576


July 2016 - June 2017 July 2017 - June 2018 July 2018 - June 2019 July 2019 - June 2020 July 2020 - June 2021 July 2021 - June 2022


Activity:
Comprehensive GASB 
valuation Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost
Staffing:
Principal 0 $384 $0 0 $397 $0 0 $410 $0 0 $424 $0 0 $437 $0 0 $450 $0
Director 10 $361 $3,610 10 $374 $3,740 10 $388 $3,880 10 $401 $4,010 10 $414 $4,140 10 $428 $4,280
Senior Manager 120 $336 $40,320 80 $350 $28,000 120 $363 $43,560 80 $376 $30,080 120 $390 $46,800 80 $403 $32,240
Manager 30 $312 $9,360 20 $325 $6,500 30 $338 $10,140 20 $352 $7,040 30 $365 $10,950 20 $378 $7,560
Senior Consultant 130 $272 $35,360 100 $285 $28,500 130 $298 $38,740 100 $312 $31,200 130 $325 $42,250 100 $338 $33,800
Consultant 60 $232 $13,920 40 $245 $9,800 60 $258 $15,480 40 $272 $10,880 60 $285 $17,100 40 $298 $11,920
Analyst 150 $209 $31,350 80 $222 $17,760 150 $236 $35,400 80 $249 $19,920 150 $262 $39,300 80 $276 $22,080
Developer 0 $95 $0 0 $101 $0 0 $107 $0 0 $113 $0 0 $120 $0 0 $127 $0
Associate 0 $80 $0 0 $85 $0 0 $90 $0 0 $95 $0 0 $101 $0 0 $107 $0
Total Staffing 500 $133,920 330 $94,300 500 $147,200 330 $103,130 500 $160,540 330 $111,880


Other Costs (please specify)


Travel $8,204 $5,758 $8,791 $6,171 $9,406 $6,603


Total for Activity $142,124 $100,058 $155,991 $109,301 $169,946 $118,483


July 2021 - June 2022July 2016 - June 2017 July 2017 - June 2018 July 2018 - June 2019 July 2019 - June 2020 July 2020 - June 2021


Activity:
General Consulting Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost
Staffing:
Principal 0 $384 $0 0 $397 $0 0 $410 $0 0 $424 $0 0 $437 $0 0 $450 $0
Director 74 $361 $26,714 82 $374 $30,668 54 $388 $20,952 82 $401 $32,882 54 $414 $22,356 61 $428 $26,108
Senior Manager 104 $336 $34,944 53 $350 $18,550 13 $363 $4,719 53 $376 $19,928 13 $390 $5,070 70 $403 $28,210
Manager 160 $312 $49,920 124 $325 $40,300 119 $338 $40,222 124 $352 $43,648 119 $365 $43,435 147 $378 $55,566
Senior Consultant 119 $272 $32,368 136 $285 $38,760 106 $298 $31,588 136 $312 $42,432 106 $325 $34,450 165 $338 $55,770
Consultant 276 $232 $64,032 310 $245 $75,950 316 $258 $81,528 310 $272 $84,320 316 $285 $90,060 359 $298 $106,982
Analyst 142 $209 $29,678 261 $222 $57,942 191 $236 $45,076 261 $249 $64,989 191 $262 $50,042 279 $276 $77,004
Developer 65 $95 $6,175 65 $101 $6,565 65 $107 $6,955 65 $113 $7,345 65 $120 $7,800 65 $127 $8,255
Associate 91 $80 $7,280 91 $85 $7,735 91 $90 $8,190 91 $95 $8,645 91 $101 $9,191 91 $107 $9,737
Total Staffing 1031 $251,111 1122 $276,470 955 $239,230 1122 $304,189 955 $262,404 1237 $367,632


Other Costs (please specify)


Travel $21,349 $17,490 $18,099 $18,728 $19,200 $19,800


Total for Activity $272,460 $293,960 $257,329 $322,917 $281,604 $387,432


July 2016 - June 2017 July 2017 - June 2018 July 2018 - June 2019 July 2019 - June 2020 July 2020 - June 2021 July 2021 - June 2022


Activity:
Special Projects* Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost
Staffing:
Principal 0 $384 $0 0 $397 $0 0 $410 $0 0 $424 $0 0 $437 $0 0 $450 $0
Director 20 $361 $7,220 5 $374 $1,870 20 $388 $7,760 5 $401 $2,005 20 $414 $8,280 5 $428 $2,140
Senior Manager 60 $336 $20,160 8 $350 $2,800 60 $363 $21,780 8 $376 $3,008 60 $390 $23,400 8 $403 $3,224
Manager 70 $312 $21,840 10 $325 $3,250 70 $338 $23,660 10 $352 $3,520 70 $365 $25,550 10 $378 $3,780
Senior Consultant 75 $272 $20,400 10 $285 $2,850 75 $298 $22,350 10 $312 $3,120 75 $325 $24,375 10 $338 $3,380
Consultant 0 $232 $0 0 $245 $0 0 $258 $0 0 $272 $0 0 $285 $0 0 $298 $0
Analyst 0 $209 $0 0 $222 $0 0 $236 $0 0 $249 $0 0 $262 $0 0 $276 $0
Developer 0 $95 $0 0 $101 $0 0 $107 $0 0 $113 $0 0 $120 $0 0 $127 $0
Associate 0 $80 $0 0 $85 $0 0 $90 $0 0 $95 $0 0 $101 $0 0 $107 $0
Total Staffing 225 $69,620 33 $10,770 225 $75,550 33 $11,653 225 $81,605 33 $12,524


Other Costs (please specify)


Travel $10,443 $1,600 $11,333 $2,000 $12,241 $2,400


Total for Activity $80,063 $12,370 $86,883 $13,653 $93,846 $14,924


July 2021 - June 2022July 2016 - June 2017 July 2017 - June 2018 July 2018 - June 2019 July 2019 - June 2020 July 2020 - June 2021
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*Special projects are defined as annual HIPAA training and the biennial (once every two years) compliance 
review. 


The following table summarizes the four tables above: 


 


 


If the PEBP requires services in excess of the limits noted above, we are glad to discuss scope 
and pricing changes before a contract is executed. If the need arises during the Term, we will 
discuss with the PEBP the expanded scope, expected timing and deliverables, and the cost of 
the expansion, which may be executed through contract addendum or separate statement of 
work. 


  


Activity:
TOTAL Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost
Staffing:
Principal 0 $384 $0 0 $397 $0 0 $410 $0 0 $424 $0 0 $437 $0 0 $450 $0
Director 144 $361 $51,984 117 $374 $43,758 104 $388 $40,352 117 $401 $46,917 104 $414 $43,056 96 $428 $41,088
Senior Manager 384 $336 $129,024 221 $350 $77,350 273 $363 $99,099 221 $376 $83,096 273 $390 $106,470 238 $403 $95,914
Manager 360 $312 $112,320 234 $325 $76,050 299 $338 $101,062 234 $352 $82,368 299 $365 $109,135 257 $378 $97,146
Senior Consultant 384 $272 $104,448 286 $285 $81,510 351 $298 $104,598 286 $312 $89,232 351 $325 $114,075 315 $338 $106,470
Consultant 396 $232 $91,872 390 $245 $95,550 416 $258 $107,328 390 $272 $106,080 416 $285 $118,560 439 $298 $130,822
Analyst 312 $209 $65,208 351 $222 $77,922 351 $236 $82,836 351 $249 $87,399 351 $262 $91,962 369 $276 $101,844
Developer 65 $95 $6,175 65 $101 $6,565 65 $107 $6,955 65 $113 $7,345 65 $120 $7,800 65 $127 $8,255
Associate 91 $80 $7,280 91 $85 $7,735 91 $90 $8,190 91 $95 $8,645 91 $101 $9,191 91 $107 $9,737


Total Staffing 2136 $568,311 1755 $466,440 1950 $550,420 1755 $511,082 1950 $600,249 1870 $591,276


Other Costs (please specify)


Travel $47,318 $30,321 $43,886 $32,757 $46,939 $35,139


Total for Activity $615,629 $496,761 $594,306 $543,839 $647,188 $626,415


July 2021 - June 2022July 2016 - June 2017 July 2017 - June 2018 July 2018 - June 2019 July 2019 - June 2020 July 2020 - June 2021
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ATTACHMENT I – COST PROPOSAL CERTIFICATION OF COMPLIANCE 
WITH TERMS AND CONDITIONS OF RFP 


 
I have read, understand and agree to comply with all the terms and conditions specified in this Request for Proposal.   
 


YES  I agree to comply with the terms and conditions specified in this RFP. 


 


NO X I do not agree to comply with the terms and conditions specified in this RFP. 


 
If the exception and/or assumption require a change in the terms in any section of the RFP, the contract, or any incorporated 
documents, vendors must provide the specific language that is being proposed in the tables below.  If vendors do not specify in 
detail any exceptions and/or assumptions at time of proposal submission, the State will not consider any additional exceptions 
and/or assumptions during negotiations.   
 


Deloitte Consulting LLP  


Company Name  
    


Signature    
    
Patrick Pechacek   December 15, 2015 
Print Name   Date 


 
 


Vendors MUST use the following format.  Attach additional sheets if necessary. 


Deloitte has read the RFP, and accepts in principle the contract terms and conditions as set forth 
in the RFP as drafts of certain provisions of a contract, the final terms of which will be negotiated 
by the State and Deloitte if we are chosen as the successful contractor.  We recognize that, as 
with all complex engagements, there will be certain clarifications to the requirements in the RFP 
that the parties may wish to negotiate prior to initiation of the project, based on the requirements 
of the engagement as finally awarded. 


We have set forth in the Exception Summary Form below certain terms and conditions of the 
RFP that we propose to modify along with an approach to these issues that we believe will 
equitably serve the interests of both parties.   


We look forward to discussing and negotiating these terms and conditions and this important 
engagement with the State in the near future.  
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EXCEPTION SUMMARY FORM 


EXCEPTION 
NO. 


RFP SECTION 
NUMBER 


RFP PAGE 
NUMBER 


EXCEPTION 
(PROVIDE A DETAILED EXPLANATION) 


   Not Applicable. 


 
ASSUMPTION SUMMARY FORM 


 


Assumption 
No. 


RFP SECTION 
NUMBER 


RFP PAGE 
NUMBER 


EXCEPTION 
(PROVIDE A DETAILED EXPLANATION) 


1 Pricing N/A With regard to pricing, this proposal: 


• Includes analysis of data obtained in vendor RFPs, but 
does not include the development and management of 
the RFP itself. We are glad to discuss RFP services 
with the PEBP if/when the bid schedule is known. 


• Assumes billing deficits in each year can be made up 
with surpluses in other years and that deficits in 
Annual Rate Development, GASB, General Consulting, 
or Special Projects can be made up with surpluses in 
any of the other projects. In other words, our quote is 
intended to be all-inclusive, not separate quotes for 
each project. 


• Excludes services for vendors or coverages that the 
City adds after the contract effective date. 


• Excludes services in support of ACA employer 
reporting requirements (e.g., Forms 1094/1095). 


• Excludes communications services. We provide these 
services and are glad to discuss the scope of work 
with PEBP if desired. 


• Limits member issue research and resolution to 100 
hours per year. 


• Limits rate setting scenario modeling to six scenarios 
per year. 


• Excludes claim reviews and audits. 


• Excludes transactional testing discussed in question 
3.5.3.14. We are capable of performing these services, 
and we are glad to discuss the specific scope of work 
desired. 


• Assumes no commissions are paid. We are 
compensated on an hourly basis for services 
performed. 


 























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Consensus Scoresheet 


Page 1 of 2


Weight Eval 1 Eval 2 Eval 3 Eval 4 Eval 5 Eval 6 Average
LR MM MS CG RM JET weighted 


AON 1 Experience in performance of comparable engagements 25.0 4.0 4.0 4.0 4.0 5.0 4.0 104.2
  
2.  Demonstrated competence 25.0 4.0 3.0 4.0 4.0 4.0 4.0 95.8


  
3. Expertise and availablity of key personnel 20.0 4.0 4.0 4.0 4.0 4.0 4.0 80.0
 
4. Conformance with terms of RFP 15.0 4.0 2.0 4.0 4.0 4.0 3.0 52.5
 
5.  Cost 15.0 5.0 4.0 4.0 4.0 4.0 4.0 62.5
  


 
 Pass/Fail


Financial Stability (pass/fail)      
Technical Ave 332.5


   
    Average Score 395.0


Weight Eval 1 Eval 2 Eval 3 Eval 4 Eval 5 Eval 6 Average
weighted 


DELOITTE 1 Experience in performance of comparable engagements 25.0 3.0 4.0 3.0 4.0 4.0 4.0 91.7
  
2.  Demonstrated competence 25.0 3.0 3.0 4.0 4.0 3.0 3.0 83.3


  
3. Expertise and availablity of key personnel 20.0 4.0 4.0 3.0 4.0 4.0 4.0 76.7
 
4. Conformance with terms of RFP 15.0 3.0 3.0 4.0 3.0 2.0 3.0 45.0
 
5.  Cost 15.0 3.0 4.0 3.0 3.0 2.0 3.0 45.0
  


 
 Pass/Fail


Financial Stability (pass/fail)      
Technical Ave 296.7


 
   341.7Average Score







Consensus Scoresheet 


Page 2 of 2


Weight Eval 1 Eval 2 Eval 3 Eval 4 Eval 5 Eval 6 Average
weighted 


SEGAL 1 Experience in performance of comparable engagements 25.0 4.0 4.0 4.0 4.0 5.0 4.0 104.2
  
2.  Demonstrated competence 25.0 4.0 4.0 3.0 3.0 4.0 5.0 95.8


  
3. Expertise and availablity of key personnel 20.0 4.0 4.0 3.0 3.5 4.0 4.0 75.0
 
4. Conformance with terms of RFP 15.0 4.0 4.0 4.0 3.0 4.0 4.0 57.5
 
5.  Cost 15.0 4.0 4.0 3.0 3.0 3.0 4.0 52.5
  


 
 Pass/Fail


Financial Stability (pass/fail)      
Technical Ave 332.5


   
    385.0Average Score





		Consensus Scoring
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(Copies of applicable certification and / or licenses.) 


4.1.2 AON 
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CERTIFICATE OF EXISTENCE
WITH STATUS IN GOOD STANDING


I, BARBARA K. CEGAVSKE, the duly elected and qualified Nevada Secretary of State, do 
hereby certify that I am, by the laws of said State, the custodian of the records relating to filings 
by corporations, non-profit corporations, corporation soles, limited-liability companies, limited 
partnerships, limited-liability partnerships and business trusts pursuant to Title 7 of the Nevada 
Revised Statutes which are either presently in a status of good standing or were in good standing 
for a time period subsequent of 1976 and am the proper officer to execute this certificate.


I further certify that the records of the Nevada Secretary of State, at the date of this certificate, 
evidence, AON CONSULTING, INC., as a corporation duly organized under the laws of New
Jersey and existing under and by virtue of the laws of the State of Nevada since March 17, 1992,
and is in good standing in this state.


IN WITNESS WHEREOF, I have hereunto set my 
hand and affixed the Great Seal of State, at my 
office on December 2, 2015.


BARBARA K. CEGAVSKE
Secretary of State


Electronic Certificate
Certificate Number: C20151202-2896
You may verify this electronic certificate
online at http://www.nvsos.gov/
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Aon understands the contractual and regulatory requirements that the State of Nevada (“State”) must 


comply with, but we have generally found most government and quasi-governmental entities have enough 


flexibility in their terms to negotiate and address Aon’s business and legal concerns. In the event that we 


are selected as the winning bidder, we would like to have a discussion with you about the contracting 


process and jointly determine the appropriate path forward to reaching an agreement. In any event, you 


should expect Aon to employ a very partnering and flexible approach to the contracting and negotiation 


process. We have found that the following provisions are generally those that we discuss most frequently 


with our clients during the negotiation process though there may be others based on the nature of the 


services to provided.   
 


EXCEPTION # 
RFP SECTION 


NUMBER 


RFP  


PAGE NUMBER 


EXCEPTION 


(Complete detail regarding exceptions must be 


identified) 


1 11.2.5; Contract 


Form, Sections 5 


& 7 


39; 2 In our experience, Aon has found that RFPs and 


proposal responses lead to ambiguity when 


incorporated into a contract, as the services tend 


to be adjusted after the parties have discussed 


your needs and our capabilities.  Instead, Aon 


expects the parties to agree upon a definitive 


contract and set forth the services in an 


appropriate schedule, though we would anticipate 


our proposal response to be consistent with such 


final agreement.   


2 11.3.4 41 With regard to publicity, Aon would like to be 


able to use the State’s name on our client lists and 


proposals that are not intended for general public 


distribution. 


4 Contract Form, 


Section 9 


2-3 Aon is willing to support annual financial audits at 


its cost and expense upon reasonable notice. Aon 


would like to modify this language to ensure that 


confidentiality is maintained with regard to any 


documents that are inspected or subject to audit 


and that documents will be retained in accordance 


with Aon’s document retention policies .  As 


regards to assistance with additional audits, 


depending on the nature and frequency, Aon 


would like to reserve the right to discuss and 


negotiate at the time of the request or have any 


additional audits considered as additional services, 


billed at our then agreed-upon billing rates. 


5 Contract Form, 


Section 10 


3-4 Aon requests that termination for cause also be 


mutual. Further, Aon requests that our obligation 


to complete work in progress under E(2) in this 


section be mutually agreed upon by both parties 


and not solely at the request of the State.  Lastly, 


Aon would like the proprietary information 


discussed in E(4) in this section to be subject to 


the negotiated terms and conditions regarding 


ownership as mutually agreed by both parties.  


6 Contract Form, 4 If Aon’s proposal is selected, we would expect to 
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EXCEPTION 


(Complete detail regarding exceptions must be 


identified) 


Sections 11, 12, 


14, & 16 


negotiate certain provisions pertaining to 


limitation of liability and indemnification. We are 


confident that, if selected, Aon can partner with 


the State to reach mutually acceptable terms with 


respect to the inclusion of appropriate limitation 


of liability provisions. 


7 Contract Form, 


Section 17 


7 Aon will materially comply with all federal, state, 


and local laws and regulations applicable to Aon 


in our capacity as a service provider. 


9 Contract Form, 


Section 21 


7 In order to continue its provision of consulting 


services to our clients, current and prospective, 


Aon must retain sufficient ownership rights in its 


proprietary information and know-how.  Aon 


builds upon its proprietary information and know-


how, which in turn distinguishes Aon from its 


competitors and enables us to better serve our 


clients. Consequently, Aon retains ownership of 


its underlying technology (whether pre-existing or 


newly developed), while our clients are granted a 


license to use such materials embedded in any 


deliverables.  Our clients will continue to own all 


information that they provide to Aon to perform 


the services, and any final deliverable, subject to 


the licensing rights of embedded Aon proprietary 


information.  


10 Contractor Form, 


Section 23 


7 Subject to applicable FOIA obligations, Aon 


recognizes and is highly sensitive to the 


confidential nature of the information it is 


provided regarding its clients and their 


participants.  Accordingly, Aon imposes stringent 


confidentiality obligations on its personnel.  Aon 


employs numerous procedures and safeguards to 


ensure that such information remains confidential, 


and we are happy to discuss the safeguards Aon 


places on our client’s information. Given the 


value to Aon of its proprietary information, we 


would expect the inclusion of mutual 


confidentiality provisions. Aon requires some 


flexibility with regard to the use of client’s 


information in a de-identified and aggregate 


format, and would need to keep a copy of all 


information for archival purposes. 


12 Contract Form  Additional Terms: OFAC, Aon consulting 


agreements typically have additional terms and 


conditions regarding OFAC compliance. We 


would like to work with the State to include these 


into the Agreement. 
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Business Associate Agreement 
 


This Business Associate Agreement (“Agreement”) is effective December 1, 2012 


__________________________and made by and between the State of Nevada, acting by 


and through its Public Employees’ Benefits Program (together “PEBP” or “Covered 


Entity”), and Aon Consulting, Inc. (“Business Associate”), (collectively, the “Parties”). 


This Business Associate Agreement shall replace any prior Business Associate 


Agreement the Parties had entered into previously.   Terms appearing below in the 


“Witnesseth” section with initial upper case letters shall have the respective meanings 


assigned to them in this introductory paragraph or in Section 1.02 of this Agreement, as 


applicable. 


WITNESSETH: 


WHEREAS, Business Associate has previously entered into an arrangement with 


the State of Nevada PEBP and/or the Covered Entity to provide Services to or on behalf 


of the Covered Entity; 


WHEREAS, the Parties acknowledge and agree that in providing Services to or 


on behalf of the Covered Entity, Business Associate will create, receive, use, maintain, 


access, transmit, or disclose Protected Health Information; 


WHEREAS, the Parties intend to enter into this Agreement to address the 


requirements of HIPAA, HITECH, the Privacy Rule, and the Security Rule, the Breach 


Notification Standards, and the Enforcement Rule (as they may be amended from time to 


time) as they apply to “business associates,”, including the establishment of permitted 


and required uses and disclosures (and appropriate limitations and conditions on such 


uses and disclosures) of Protected Health Information by Business Associate that is 


created or received in the course of performing Services on behalf of the Covered Entity; 


and 


WHEREAS, the objective of this Agreement is to provide the State of Nevada 


and the Covered Entity with reasonable assurances that Business Associate will 


appropriately safeguard the Protected Health Information that it creates or receives in the 


course of providing Services to the Covered Entity;  


NOW, THEREFORE, in connection with Business Associate’s creation, receipt, 


use or disclosure of Protected Health Information and in consideration for the mutual 


promises contained herein, and for other good and valuable consideration, the receipt and 


sufficiency of which are hereby acknowledged, the Parties hereby agree as follows: 


ARTICLE  I 


Definitions 
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1.01 General Definitions.  All terms appearing in this Agreement with initial upper 


case letters that are not otherwise defined in this Agreement shall have the same 


meaning as that provided for the respective terms in 45 C.F.R. §§ 160.103, 


160.102, 160.401, 164.103, 164.304, 164.402,  and 164.501. To the extent that 


there are any conflicts between the meanings assigned to the respective terms in 


this Agreement and HIPAA, the HIPAA meanings shall control for purposes of 


this Agreement.  


1.02 Specific Definitions.  For purposes of this Agreement, the following terms shall 


have the indicated meanings whenever the term appears with initial upper case 


letters in this Agreement: 


(a) “Business Associate” shall have the same meaning as the term “business 


associate” at 45 C.F.R. 160.103, and in reference to the party to this 


Agreement, shall  mean Aon Consulting, Inc.Vendor.   


(b) “Breach” shall mean the acquisition, access, use or disclosure of Protected 


Health Information in a manner not permitted by HIPAA or 45 C.F.R. Part 


164, Subpart E which compromises the security or privacy of the Protected 


Health Information unless such acquisition, access, use or disclosure is 


otherwise excluded under 45 C.F.R. § 164.402(1).  For this purposes of this 


Agreement, an acquisition, access, use or disclosure of Protected Health 


Information in a manner not permitted by HIPAA or 45 C.F.R. Part 164, 


Subpart E is presumed to be a breach unless the Business Associate 


demonstrates that there is a low probability that the Protected Health 


Information has been “compromised” based on the Business Associate’s risk 


assessment of at least the following factors: (i) the nature and extent of the 


Protected Health Information involved, including the types of identifiers and 


the likelihood of re-identification; (ii) the unauthorized person who used the 


Protected Health Information or to whom the disclosure was made; (iii) 


whether the Protected Health Information was actually acquired or viewed; 


and (iv)to the extent to which that the action poses a significant risk to the 


Protected Health Information has been mitigatedof financial, reputational or 


other harm to the Individual. 


(c) “Breach Notification Standards” shall mean the standards for notification 


of a breach of unsecured Protected Health Information by covered entities 


and business associates at 45 C.F.R. Parts 160 and 164, Subparts A and D. 


(b)(d) “Contract” shall mean the original fully executed contract between the 


Covered Entity and the Business Associate dated June 10, 2008 and all 


subsequent amendments, where applicable. 
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(c)(e) “Covered Entity” shall mean the State of Nevada Public Employees 


Benefits Program (PEBP). 


(d)(f) “Data Aggregation” shall mean, with respect to Protected Health 


Information created or received by the Business Associate in its capacity as 


the Business Associate of the Covered Entity, the combining of such 


Protected Health Information by the Business Associate with the Protected 


Health Information received by the Business Associate in its capacity as 


business associate of another covered entity, to permit data analyses that 


relate to the health care operations of the respective entities and is within the 


meaning of 45 C.F.R. 164.501. 


(e)(g) “Designated Record Set” shall mean a group of records maintained by or 


for the State of Nevada and/or the Covered Entity within the meaning of 45 


C.F.R. § 164.501 that consists of:  (i) the enrollment, payment, claims 


adjudication, and case or medical management record systems maintained 


by or for a health plan; or (ii) records that are used, in whole or in part, by or 


for the State of Nevada and/or the Covered Entity to make decisions about 


Individuals. 


For purposes of this Section 1.02(eg), the term “record” means any item, 


collection or grouping of information that includes Protected Health 


Information and is maintained, collected, used or disseminated by or for the 


Covered Entity. 


(h) “Enforcement Rule” means the Enforcement Provisions at 45 C.F.R. Part 


160. 


(f)(i) “HHS-Approved Technology” shall mean, with respect to data in motion, 


the encryption guidelines in Federal Information Processing Standard 140-2. 


For data at rest, HHS-Approved Technology shall mean the encryption 


guidelines in National Institutes of Standards and Technology (NIST) 


Special Publication 800-111.  With respect to the destruction of data 


containing Protected Health Information, an HHS-Approved Technology 


requires the destruction of the media on which the Protected Health 


Information is stored such that, for paper, film or other hard copy media, 


destruction requires shredding or otherwise destroying the media so that 


Protected Health Information cannot be read or reconstructed; for electronic 


media, destruction requires that the data be cleared, purged or destroyed 


consistent with NIST Special Publication 800-88 such that the information 


cannot be retrieved.  HHS-Approved Technology may be updated from time 


to time based on guidance from the Secretary of HHS. 


(g)(j) “HIPAA” shall mean the Health Insurance Portability and Accountability 


Act of 1996, Pub. L. 104-191. 
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(h)(k) “HITECH” shall mean the Health Information Technology for Economic 


and Clinical Health Act, Pub. L. 111-5.   


(i)(l) “Individual” shall have the same meaning as the term “individual” in 


45 C.F.R. § 160.103, and shall include a person who qualifies as a personal 


representative in accordance with 45 C.F.R. § 164.502(g). 


(j)(m) “Privacy Rule” shall mean the Standards for Privacy of Individually 


Identifiable Health Information at 45 C.F.R. Part 160 and Part 164, Subparts 


A and E. 


(k)(n) “Protected Health Information” shall mean individually identifiable 


health information that is transmitted by electronic media (within the 


meaning of 45 C.F.R. § 160.103), maintained in electronic media, or 


maintained or transmitted in any form or medium including, without 


limitation, all information (including demographic, medical, and financial 


information), data, documentation, and materials that are created or received 


by Business Associate from or on behalf of the Covered Entity in 


connection with the performance of Services, and relates to:   


(A) The past, present or future physical or mental health or condition 


of an Individual;  


(B) The provision of health care to an Individual; or  


(C) The past, present or future payment for the provision of health 


care to an Individual; 


and that identifies or could reasonably be used to identify an Individual and 


shall otherwise have the meaning given to such term under the Privacy Rule 


including, but not limited to, 45 C.F.R. § 160.103.  Protected Health 


Information does not include health information that has been de-identified 


in accordance with the standards for de-identification provided for in the 


Privacy Rule including, but not limited to, 45 C.F.R. § 164.514, or 


Individually Identifiable Health Information (i) in education records covered 


by the Family Educational Rights and Privacy Act, as amended, 20 U.S.C. 


1232g; (ii) in records described at 20 U.S.C. 1232g(a)(4)(B)(iv); (iii) in 


employment records held by a Covered Entity in its role as employer; and 


(iv) regarding a person who has been deceased for more than 50 years.  


(l)(o) “Required By Law” shall have the same meaning as the term “required by 


law” in 45 C.F.R. § 164.103. 


(m)(p) “Secretary” shall mean the Secretary of the United States Department of 


Health and Human Services (“HHS”) or his the Secretary’s designee. 
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(n)(q) “Secured Protected Health Information” shall mean Protected Health 


Information to the extent that the information is protected by using an HHS-


Approved Technology identified by HHS for rendering Protected Health 


Information unusable, unreadable or indecipherable to unauthorized 


individuals. 


(o)(r) “Security Rule” shall mean the Security Standards at 45 C.F.R. Part 160, 


Part 162, and Part 164. 


(s) “Services” shall mean the functions, activities or services to be provided to 


the State of Nevada and/or the Covered Entity under the terms of an 


arrangement between the State of Nevada and/or the Covered Entity and 


Business Associate. 


(p)(t) “Subcontractor” shall mean a person to whom Business Associate 


delegates a function, activity, or service other than in the capacity of a 


member of the workforce of Business Associate. 


(q)(u) “Unsecured Protected Health Information” shall mean Protected Health 


Information that is not rendered unusable, unreadable or indecipherable to 


unauthorized individuals through the use of an HHS-Approved Technology. 


ARTICLE  II 


       Obligations and Activities of Business Associate  


 


2.01 Non-Disclosure of Protected Health Information.  Business Associate agrees 


not to use or disclose Protected Health Information other than as permitted or 


required by this Agreement, the Contract, or as Required By Law, or as directed 


by Covered Entity. 


2.02 Safeguards.  Business Associate agrees to use appropriate safeguards to prevent 


use or disclosure of Protected Health Information other than as provided for by 


this Agreement or the Privacy Rule.  Business Associate agrees to implement 


administrative, physical, and technical safeguards that satisfy the standards set 


forth in the Security Rule at 45 C.F.R. 164.308, 164.310, and 164.312, along with 


policies and procedures, that reasonably and appropriately protect the 


confidentiality, integrity, and availability of the electronic Protected Health 


Information that it creates, receives, maintains accesses or transmits on behalf of 


the Covered Entity. Business Associate agrees to adopt and apply such 


safeguards, policies and procedures to the electronic Protected Health Information 


to the same extent that such and to utilize Secured electronic Protected Health 


Information would have to be safeguarded if created, received, maintained, 


accessed, or transmitted by the Covered Entity. Business Associate shall also use 
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Secured Protected Health Information in connection with the performance of 


Services under this Agreement to the extent possible wherever feasible. 


2.03 Mitigation.  Business Associate agrees to mitigate, to the extent practicable, any 


harmful effect that is known to Business Associate relating to a use or disclosure 


of Protected Health Information by Business Associate in violation of the 


requirements of this Agreement.   


2.04 Reporting of Violations.  Subject to Section 2.05, Business Associate agrees to 


report to the State of Nevada and the Covered Entity any use or disclosure of 


Protected Health Information not provided for by this Agreement within thirty 


(30) days of such disclosure or Business Associate’s knowledge of such 


disclosure.   Business Associate agrees to report to the State of Nevada and the 


Covered Entity any security incident (within the meaning of 45 C.F.R. § 164.304) 


of which Business Associate becomes aware. Notwithstanding the foregoing, 


security incidents shall not include, without limitation, pings and other broadcast 


attacks on Business Associate’s firewall, port scans, unsuccessful log-on attempts, 


denial of service attacks, and any combination of the above, so long as no such 


incident results in unauthorized access, use or disclosure of Covered Entity’s 


Protected Health Information.  


2.05 Breach of Unsecured Protected Health Information.  To the extent that the 


Business Associate knows or has reason to know (within the meaning of 45 


C.F.R. 164.410(a)(2)) that there has been a Breach or suspected Breach of 


Unsecured Protected Health Information, the Business Associate is required to 


identify the Individual whose Unsecured Protected Health Information has been 


acquired, accessed, used or disclosed and to notify the Covered Entity of such 


Breach without reasonable delay, but no later than five (5) business days after 


discovery of the Breach. Upon discovering the Breach, the Business Associate is 


required to (a) identify and communicate to the Covered Entity (a) the nature and 


extent of the Protected Health Information involved, including the types of 


identifiers and the likelihood of re-identification; (b) the title of the unauthorized 


person who used the Protected Health Informationentity or to whom to which the 


information was impermissibly disclosed,; (b) determine whether or not the entity 


is subject to the HIPAA and the Privacy Rule, (c) identify the type and amount of 


Protected Health Information disclosed, (d) determine whether the disclosure 


poses a significant risk of financial, reputational, or other harm to the Individual, 


and (e) if the improperly disclosed Unsecured Protected Health Information is 


returned, determine if the information was returned before being accessed for an 


improper purpose.(c) whether the Protected Health Information was actually 


acquired or viewed; and (d) the extent to which the risk to the Protected Health 


Information has been mitigated. 
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2.06 Notice of a Breach of Unsecured Protected Health Information.  In the event 


of a Breach involving Unsecured Protected Health Information, the Business 


Associate, with the prior written approval of the Covered Entity, will notify the 


affected Individuals without unreasonable delay, but no later than sixty (60) days 


after discovery of the Breach (“notice date”).  The notice will include (a) a brief 


description of the incident,  (b) the date the Breach occurred, (c) the date the 


Breach was discovered, (d) the type of Protected Health Information involved, (e) 


steps the Individual should take to protect him/herself from potential harm 


resulting from the Breach, (f) a brief description of steps the Covered Entity has 


taken to investigate, mitigate losses and protect against further Breaches, and (g) 


contact information for Individuals to ask questions, including a toll-free number, 


e-mail address, website or postal address.  To the extent that the Breach involves 


more than 500 residents of a single state or jurisdiction, the Business Associate 


shall provide to Covered Entity, no later than the notice date, the information 


necessary for the Covered Entity to prepare the notice to media outlets as set forth 


in 45 C.F.R. § 164.406.  To the extent that the Breach involves 500 or more 


Individuals, the Business Associate shall provide to the Covered Entity, no later 


than the notice date, the information necessary for the Covered Entity to prepare 


the notice to the Secretary of HHS, as set forth in  45 C.F.R. § 164.408. To the 


extent that the Breach involves less than 500 Individuals, the Business Associate 


shall maintain a log of such Breaches and provide such log to the Covered Entity 


for submission to HHS.  The Breach log shall be provided by Business Associate 


to the Covered Entity on an annual basis, not later than sixty (60) forty-five (45) 


days after the end of the calendar year. 


 2.07 Audits.  Business Associate shall permit the State of Nevada and the Covered 


Entity the right to audit as described in Section 9 of the Contract between the 


Parties dated June 10, 2008.  Business Associate’s compliance with the Privacy 


Rule, Security Rule and this Agreement upon reasonable prior notice and in a 


reasonable manner.  The State of Nevada and/or the Covered Entity shall pay for 


any such audits. 


2.08 Agents and Contractors.  Business Associate agrees to ensure that any Business 


Associate agent, including a subcontractor, to whom it provides Protected Health 


Information received from, or created or received by Business Associate on behalf 


of the State of Nevada and/or the Covered Entity agrees to the same restrictions 


and conditions that apply through this Agreement to Business Associate with 


respect to such information.   Business Associate also agrees to ensure that any 


Business Associate employee or agent, including any subcontractor to whom it 


provides Protected Health Information received from, or created or received by 


Business Associate on behalf of the State of Nevada and/or the Covered Entity 


agrees to implement reasonable and appropriate safeguards to protect such 


Protected Health Information.  Business Associate, the State of Nevada, and the 
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Covered Entity agree that the Business Associate is not the agent of the Covered 


Entity or the State of Nevada at any time under this Agreement. 


2.09 Sanctions.  Business Associate agrees to apply appropriate sanctions against any 


Business Associate employee or agent, including a subcontractor, with access to 


Individuals’ Protected Health Information who fails to comply with the terms of 


the Contract State of Nevada’s, the Covered Entity’s, or the Business Associate’s 


health information privacy policies and procedures. 


2.10 Amendment of Protected Health Information.  Business Associate agrees to 


make appropriate amendments to Protected Health Information in a Designated 


Record Set that either the Covered Entity or an Individual requests pursuant to 


procedures established under 45 C.F.R. § 164.526.  To the extent Business 


Associate is requested by an Individual to amend his or her Protected Health 


Information, Business Associate shall communicate its approval or denial of such 


request to the Individual pursuant to procedures to be mutually agreed upon in 


advance by the Parties.  


2.11 Disclosure of Internal Practices, Books, and Records.  Business Associate 


agrees to make internal practices, books, and records (including policies and 


procedures) relating to the use and disclosure of Protected Health Information 


received from, or created or received by Business Associate on behalf of the State 


of Nevada or the Covered Entity, available to the Covered Entity or, at the request 


of the Covered Entity, to the Secretary, in a time and manner mutually agreed to 


by the Parties or designated by the Secretary, for purposes of the Secretary 


determining the Covered Entity’s compliance with the Privacy Rule. 


2.12 Access to Protected Health Information.  To the extent that either the Covered 


Entity or an Individual requests to inspect or obtain a copy of Protected Health 


Information (as provided for in 45 C.F.R. § 164.524) that may be in the 


possession or control of the Business Associate or its agents or subcontractors, or 


that exists in a Designated Record Set, Business Associate shall respond within 


thirty (30) days of its receipt of the request by Business Associate, provided that 


compliance with the request would not result in a violation of HIPAA or the 


Privacy Rule. 


2.13 Documentation of Disclosures.  Business Associate agrees to document 


disclosures of Protected Health Information and information related to such 


disclosures as would be required for a Covered Entity to respond to a request by 


an Individual for an accounting of disclosures of Protected Health Information in 


accordance with 45 C.F.R. § 164.528.  At a minimum, such documentation shall 


include:  (i) the date of each disclosure; (ii) the name of the entity or person who 


received Protected Health Information and, if known, the address of the entity or 


person; (iii) a brief description of the Protected Health Information disclosed; 
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(iv) the disclosures of Protected Health Information that occurred during the six-


year period prior to the date of the request for an accounting (or any shorter 


period of time requested by the Individual) and that are otherwise subject to the 


accounting requirement in 45 C.F.R. § 164.528; (v) a brief statement of the 


purpose of the disclosure that reasonably informs the Individual of the basis for 


the disclosure or, if applicable, in lieu of such a statement, a copy of the 


Individual’s authorization and a copy of the written request for  disclosure; and 


(vi) the form and format (electronic or paper) of such disclosure. 


2.14 Accounting for Disclosures.  Business Associate agrees to provide to the 


Covered Entity or an Individual, in a time and manner mutually determined by the 


Parties, information collected in accordance with Section 2.113 of this Agreement 


so as to permit the Covered Entity to respond to a request by an Individual for an 


accounting of disclosures of Protected Health Information in accordance with 45 


C.F.R. § 164.528, provided, however, that to the extent that the Covered Entity 


Business Associate uses or maintains an electronic health record (within the 


meaning of 42 U.S.C. 17921) with respect to Protected Health Information, 


Business Associate shall provide such accounting to the Individual (or, upon the 


request of the Covered Entity, to the Covered Entity for delivery to the Individual) 


of the disclosures required for the three-year period immediately preceding the 


date on which the accounting is requested.  The accounting of disclosures through 


electronic health records shall not be required earlier than the earliest applicable 


date established by the Secretary of HHS.   


2.15 Facilitate the Exercise of Privacy Rights.  Business Associate agrees to 


establish procedures that allow Individuals to exercise their rights under the 


Privacy Rule, including the right to (i) inspect and obtain copies of records and 


documents within the possession or control of the Business Associate that contain 


the Individual’s Protected Health Information; (ii) request amendments to their 


Protected Health Information; (iii) receive an accounting of disclosures of their 


Protected Health Information by Business Associate; (iv) request restrictions on 


the use or disclosure of Protected Health Information; and (v) receive 


communications regarding Protected Health Information at alternative locations 


or by alternative means.  Business Associate agrees that, to the extent that an 


Individual requests restrictions with respect to the disclosure of Protected Health 


Information, and such restrictions relate to disclosure to the Covered Entity for 


purposes of carrying out payment or health care operations (but not treatment), 


and the Protected Health Information pertains solely to a health care item or 


service for which the health care provider involved has been paid out of pocket in 


full, such restriction shall be followed. 


2.16 No Waiver of Rights.  Business Associate agrees to not require Individuals to 


waive their health information privacy rights as a condition for treatment, 


payment or enrollment in the Covered Entity, or eligibility for its benefits. 
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2.17 Responses to Subpoenas.  In the event that Business Associate receives a 


subpoena, discovery request or other lawful process, with or without an order 


from a court or administrative tribunal, arising out of or in connection with the 


Covered Entity or this Agreement including, but not limited to, any use or 


disclosure of Protected Health Information or any failure in Business Associate’s 


health data security measures, Business Associate shall fully comply with the 


notice and protective action obligations set forth in 45 C.F.R. § 164.512(e) in 


accordance with Business Associate’s standard policy and procedures regarding 


subpoenas, discovery requests, and other lawful processes which shall be 


communicated to the Covered Entity upon request. 


2.18 Electronic Transactions.  To the extent required under HIPAA (including the 


Standards for Electronic Transactions at 45 C.F.R. Parts 160 and 162), Business 


Associate agrees to use or conduct, in whole or part, standard transactions and 


utilize code sets or identifiers under the Privacy Rule for or on behalf of the State 


of Nevada or the Covered Entity as detailed under the Privacy Rule or HIPAA 


(including the Standards for Electronic Transactions at 45 C.F.R. Parts 160 and 


162).  Business Associate shall also require any subcontractor or agent to also 


comply with such electronic transaction requirements under HIPAA (including 


the Standards for Electronic Transactions at 45 C.F.R. Parts 160 and 162). 


2.19 Security Standards.  Business Associate acknowledges that it may need to issue 


and change procedures from time to time to improve electronic data and file 


security, and agrees that such measures shall be at least as stringent as may be 


required by the Privacy Rule or the Security Rule, as applicable.  To the extent 


feasible, Notwithstanding the foregoing, Business Associate shall establish 


policies and procedures that use appropriate safeguards including, but not limited 


to, complying with 45 C.F.R. Part 164 Subpart Cagrees and acknowledges that it 


shall at all times use an HHS-Approved Technology for all with respect to  


electronic Protected Health Information so as to prevent access, use or disclosure 


of Protected Health Information other than as provided for by this Agreement. 


that is in motion, stored or to be destroyed. 


2.20 Disclosures to Designated Plan Sponsor Representatives.  The State of Nevada 


shall identify for Business Associate, in writing, certain the State of Nevada 


employees who are authorized to discuss Protected Health Information with 


Business Associate in connection with an Individual’s claim for benefits from the 


Covered Entity.  To the extent that Business Associate is contacted by any such 


designated the State of Nevada representative in connection with an Individual’s 


claim for benefits from the Covered Entity, Business Associate shall treat such 


inquiry as relating to “treatment, payment or healthcare operations” within the 


meaning of the Privacy Rule and shall provide the information permitted under 


such Privacy Rule. 
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2.21 Notice of Privacy Practices.  Covered Entity shall prepare and distribute a notice 


of privacy practices as required by the Privacy Rule.  If Business Associate 


maintains a web site on behalf of the State of Nevada or the Covered Entity that 


provides information about the Covered Entity’s participant services or benefits, 


Business Associate shall make the notice of privacy practices available 


electronically through the web site and shall make certain that the notice of 


privacy practices is prominently posted on the web site.  Notwithstanding the 


foregoing, following the Covered Entity’s revision to the Notice of Privacy 


Practices, the Business Associate shall prominently post the change or revised 


Notice on its web site by the effective date of any material change to the Notice. 


At the request of Covered Entity, the Business Associate shall provide the revised 


Notice or information about the material change and how to obtain the revised 


Notice, in its next annual mailing to Individuals then covered by the Covered 


Entity. 


ARTICLE  III 


Permitted Uses and Disclosures By Business Associate 


 


3.01 General Uses and Disclosures.  Except as otherwise limited by this Agreement, 


Business Associate agrees to create, receive, maintain, access, use or disclose 


Protected Health Information only in a manner that is consistent with this 


Agreement, the Privacy Rule and the Security Rule, and only in connection with 


providing Services to the State of Nevada and/or the Covered Entity, provided 


that such creation, receipt, maintenance, access,  use or disclosure would not 


violate the Privacy Rule or Security Rule if done by the Covered Entity, or the 


minimum necessary requirements of HIPAA. policies and procedures of the 


Covered Entity. Covered Entity shall limit its disclosures of Protected Health 


Information to Business Associate to the minimum necessary to accomplish the 


Services, and Business Associate shall limit its access, use and disclosure of 


Protected Health Information to any Subcontractor or other third party to the 


minimum necessary to accomplish the Services.  


3.02 Use and Disclosure for Treatment, Payment and Health Care Operations.  In 


providing Services, Business Associate shall be permitted to use and disclose 


Protected Health Information for purposes of “treatment, payment and health care 


operations” in accordance with the Privacy Rule, including, but not limited to, 


using or disclosing Protected Health Information (i) to investigate, pay, audit and 


otherwise administer and facilitate the payment of health plan claims; (ii) to enroll 


or disenroll participants and beneficiaries in and/or confirm or deny participant 


and beneficiary eligibility for participation in the Covered Entity; and (iii) to 


coordinate the payment of benefits from the Covered Entity when a participant or 


beneficiary is enrolled in another health plan which provides similar benefits, 


provided, however, that any communication by Business Associate that is about a 


product or service and that encourages recipients of the communication to 
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purchase or use the product or service shall not be considered a health care 


operation for purposes of 45 C.F.R. Part 164, subpart E, unless the 


communication is made in accordance with 45 C.F.R. § 164.501 and is approved 


in writing by Covered Entity.  


3.03 Use and Disclosure for Public Health, Health Oversight and Law 


Enforcement Purposes.  In providing Services, Business Associate shall be 


permitted to use and disclose Protected Health Information, in accordance with 


the Privacy Rule, (i) to provide needed information to government agencies 


engaged in public health, health oversight, law enforcement, and otherwise as 


Required by Law; and (ii) to report violations of law to appropriate Federal and 


State authorities, consistent with 45 C.F.R. § 164.502(j)(1). 


3.04 Use for Management and Administration of Business Associate.  Except as 


otherwise limited in this Agreement, Business Associate may use Protected 


Health Information for the proper management and administration of the Business 


Associate (defined as those uses arising in the ordinary course of its business and 


as is customary in its industry) or to carry out the legal responsibilities of the 


Business Associate.  Any such use shall be in accordance with the uses and 


disclosures permitted by the Privacy Rule. 


3.05 Disclosure for Management and Administration of Business Associate.  
Except as otherwise limited in this Agreement, Business Associate may disclose 


Protected Health Information for the proper management and administration of 


the Business Associate provided that the disclosures are Required by Law, or 


Business Associate (i) obtains the prior written approval of the Covered Entity for 


such use or disclosure, and (ii) obtains reasonable assurances from the person to 


whom the information is to be disclosed that (A) the information shall remain 


confidential, (B) the information shall be used or further disclosed only as 


Required by Law or for the purpose for which it was disclosed to the person, and 


(C) the person shall notify the Business Associate of any instances of which it is 


aware in which the confidentiality of the information has been breached. 


3.06 Use for Data Aggregation Services.  Except as otherwise limited in this 


Agreement, Business Associate may use Protected Health Information to provide 


Data Aggregation services relating to the health care operations of the Covered 


Entity as permitted by 45 C.F.R. § 164.504(e)(2)(i)(B). Business Associate is 


authorized to use and disclose Protected Health Information to de-identify the 


information in accordance with 45 C.F.R. 164. 514(b).   


3.07 Prohibition on the Marketing or Sale of Electronic Health Records or 


Protected Health Information.  Effective with respect to exchanges occurring 


after the date that is six (6) months after issuance of final regulations, and eExcept 


as provided in this Agreement or otherwise excepted under HIPAA, HITECH, 
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Business Associate shall not directly or indirectly receive remuneration from or 


on behalf of the recipient of the Protected Health Information in exchange for the 


marketing (within the meaning of 45 C.F.R. 164.501) or sale (within the meaning 


of 45 C.F.R. 164.501) of any Protected Health Information of an Individual unless 


the Covered Entity or Business Associate has received a valid authorization 


(within the meaning of 45 C.F.R. § 164.508(a)(4)) from the Individual that 


includes a statement that the disclosure will result in remuneration to the Covered 


Entity or Business Associate. specification that the Protected Health Information 


can be further exchanged for remuneration by the entity receiving the Protected 


Health Information of that Individual. 


ARTICLE  IV 


Obligations of the Covered Entity 


 


4.01 Obligations to Notify Business Associate. 


(a) Limitations in Notice of Privacy Practices.  Covered Entity shall notify 


Business Associate of any limitations in the Covered Entity’s notice of 


privacy practices provided in accordance with the requirements of 45 C.F.R. 


§ 164.520, to the extent such limitations may affect Business Associate’s 


use or disclosure of Protected Health Information. 


(b) Changes in Permission by Individual for Use ofr Disclosure.  Covered 


Entity shall notify Business Associate of any changes in, or revocation of, 


permission by an Individual to use or disclose Protected Health Information, 


if and to the extent that such changes affect Business Associate’s use or 


disclosure of Protected Health Information.  


(c) Agreements to Restrict Use or Disclosure.  Covered Entity shall notify 


Business Associate of any restrictions on the use or disclosure of Protected 


Health Information or a request for confidential communication that the 


Covered Entity has agreed to pursuant to and in accordance with the 


requirements of 45 C.F.R. § 164.522, or shall direct Individuals to make any 


such request directly to Business Associate if and to the extent that such 


restriction or request may affect Business Associate’s use or disclosure of 


Protected Health Information.   


4.02 Permissible Requests by Covered Entity.  Covered Entity shall not request 


Business Associate to use or disclose Protected Health Information in any manner 


that would not be permissible under the Privacy Rule or Security Rule if done by 


the Covered Entity, except that the Covered Entity may request that Business 


Associate perform Data Aggregation services pursuant to the provisions of 


Section 3.06 of this Agreement. 
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ARTICLE  V 


Term and Termination 


 


5.01 Term.  This Agreement shall be effective upon execution by the Parties and shall 


terminate when all of the Protected Health Information provided by the Covered 


Entity to Business Associate, or created or received by Business Associate on 


behalf of the Covered Entity, is destroyed or returned to the Covered Entity or, if 


it is infeasible to return or destroy Protected Health Information, protections shall 


be extended to such information, in accordance with the termination provisions in 


this Article VI. 


5.02 Termination for Cause.  Upon the Covered Entity’s either party’s knowledge of 


a material breach of this Agreement by Business Associate the other party, the 


Covered Entity non-breaching party shall either (i) provide an opportunity for 


Business Associate the breaching party to cure the breach or end the violation, 


and terminate this Agreement if Business Associate does not cure the breach or 


end the violation within the time agreed to by the Parties; or (ii) immediately 


terminate this Agreement if a cure is not possible. 


5.03 Effect of Termination. 


(a) Return or Destruction of Protected Health Information.  Except as 


provided in Section 5.03(b) of this Agreement, upon termination of this 


Agreement for any reason, Business Associate shall return or destroy (in 


accordance with the HHS-Approved Technology) all Protected Health 


Information received from the Covered Entity, or created or received by 


Business Associate on behalf of the Covered Entity. This provision shall 


apply to Protected Health Information that is in the possession of 


subcontractors or agents of Business Associate.  Business Associate shall 


retain no copies of the Protected Health Information. 


(b) Extension of Protections for Retained Protected Health Information.  In 


the event that Business Associate determines that returning or destroying the 


Protected Health Information is infeasible, Business Associate shall provide 


to the Covered Entity notification of the conditions that make return or 


destruction infeasible, since Business Associate must retain that Protected 


Health Information which is necessary for Business Associate to continue its 


proper management and administration or to carry out its legal 


responsibilities.  Upon mutual agreement of the Parties that return or 


destruction of Protected Health Information is infeasible, Business 


Associate shall extend the protections of this Agreement to such Protected 


Health Information and limit further uses and disclosures of such Protected 


Health Information to those purposes that make the return or destruction 


infeasible, for so long as Business Associate maintains such Protected 







 


 
 
 


Page 15 of 15 
Revised 3.2010 


Date Issued:  


 
 


Health Information.  The obligations of the Business Associate under this 


Agreement shall survive termination of this Agreement and the Contract 


with respect to that Protected Health Information that Business Associate is 


unable to return or destroy.  With respect to the Protected Health 


Information that the Business Associate is unable to return or destroy, or 


Protected Health Information that the Business Associate may continue to 


access, Business Associate agrees that the Indemnification provision 


identified in Section 14 of the Contract between the Covered Entity and the 


Business Associate dated June 10, 2008 shall survive termination of this 


Agreement and the Contract.  


ARTICLE  VI 


Miscellaneous 


 


6.01 Regulatory References.  A reference in this Agreement to a section in the 


Privacy Rule or the Security Rule means the section in the respective regulations, 


as amended and in effect at the relevant time. 


6.02 Amendment.  The Parties agree to take such action as is necessary to amend this 


Agreement from time to time in order for the Covered Entity to comply with the 


requirements of the Privacy Rule, the Security Rule, and HIPAA.  All references 


to “C.F.R.” are to the Code of Federal Regulations as amended and in effect at the 


relevant time. 


6.03 Survival.  The respective rights and obligations of Business Associate under 


Article VI of this Agreement shall survive the termination of this Agreement. 


6.04 Interpretation.  


(a) Ambiguity.  Any ambiguity in this Agreement shall be resolved in favor of 


a meaning that permits the Covered Entity to comply with the Privacy Rule 


or the Security Rule, as applicable. 


(b) Inconsistency.  In the event of an inconsistency between the provisions of 


this Agreement and the Privacy Rule or the Security Rule, as may be 


amended from time to time, as a result of interpretations by HHS, a court or 


another regulatory agency with authority over the Parties, the interpretation 


of HHS, such other court or regulatory agency shall prevail. 


(c) Non-Mandatory Provisions.  In the event provisions of this Agreement are 


not the same as those mandated by the Privacy Rule or the Security Rule, 


but are nonetheless permitted by the Privacy Rule or the Security Rule, the 


provisions of this Agreement shall control. 
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6.05 Complete Integration.  This Agreement constitutes the entire agreement between 


the Parties with respect to HIPAA, the Privacy Rule, and the Security Rule, and 


supersedes all prior negotiations, discussions, representations or proposals, 


whether oral or written, unless expressly incorporated herein, related to the 


subject matter of the Agreement.  Unless expressly provided otherwise herein, 


this Agreement may not be modified unless in writing signed by the duly 


authorized representatives of the Parties. 


6.06 Severability.  If any provision or part of this Agreement is found to be invalid, 


the remaining provisions of this Agreement shall remain in full force and effect. 


6.07  No Third-Party Beneficiaries.  Except as expressly provided for in the Privacy 


Rule, the Security Rule, and the Agreement, there are no third-party beneficiaries 


to this Agreement.  Business Associate’s obligations, unless expressly noted 


herein, are only to the State of Nevada and the Covered Entity. 


6.08 Successors and Assigns.  This Agreement shall inure to the benefit of and be 


binding upon the successors and assigns of the State of Nevada, the Covered 


Entity, and Business Associate.  However, this Agreement is not assignable by 


any Party without the prior written consent of the other Parties, which shall not be 


unreasonably withheld, except that (i) Business Associate, the Covered Entity, 


and the State of Nevada may assign or transfer this Agreement to any entity 


owned or under common control with Business Associate, the Covered Entity or 


the State of Nevada, respectively; and (ii) this Agreement shall automatically be 


assigned to any entity to which the agreement for provision of Services is 


properly assigned. 


6.09 Confidentiality.  Except as otherwise provided for in the Privacy Rule, the 


Security Rule, or this Agreement, no Party shall disclose the terms of this 


Agreement to any third party without the remaining Parties’ Party’s written 


consent. 


6.10 Counterparts.  This Agreement may be executed in two or more counterparts, 


each of which may be deemed an original. 


6.11 Applicable Laws.  Business Associate represents and warrants that it shall 


comply with all applicable laws and regulatory requirements in the performance 


of this Agreement.  The Parties agree to enter into good faith discussions aimed at 


amending this Agreement from time to time to comply with the requirements of 


HIPAA, the Privacy Rule, the Standards for Electronic Transactions at 45 C.F.R. 


Parts 160 and 162, the Security Rule, and related regulations and technical 


pronouncements, provided, however, that Business Associate shall also be 


responsible for complying with any state privacy or data security rules that are not 


contrary (within the meaning of 45 C.F.R. § 160.202) to HIPAA, the Privacy 


Rule, the Security Rule and related regulations and technical pronouncements 
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and, to the extent applicable, that are more stringent (within the meaning of 


45 C.F.R. §§  160.202 and 160.203(b))  than a standard, requirement or 


implementation specification adopted under 45 C.F.R. Part 164. 


6.12 Governing Law.  This Agreement shall be governed by and construed in 


accordance with the same internal laws governing the Services provided to the 


State of Nevada or the Covered Entity by Business Associate. 


6.13 Applicability to Separate Covered Entities.  If, and to the extent that this 


Agreement applies to two or more separate “covered entities” (as defined in the 


Privacy Rule), the provisions of this Agreement regarding the permitted and 


required uses and disclosures (and limitations and conditions on such uses and 


disclosures) of Protected Health Information shall apply separately and 


independently to each such “covered entity”, except to the extent otherwise 


agreed to by the Parties. 


6.14 Indemnification.  The Indemnification provision identified in Section 14 of the 


Contract between the Covered Entity and the Business Associate dated June 10, 


2008 shall apply to this Agreement.  The State of Nevada, Covered Entity and 


Business Associate agree to indemnify and hold each other harmless from any and 


all liability, damages, costs (including reasonable attorneys’ fees and costs), fines, 


penalties and expenses imposed upon or asserted against the non-indemnifying 


party arising out of the indemnifying party’s use or disclosure of Protected Health 


Information contrary to the provisions of HIPAA, the Privacy Rule, the Security 


Rule, HITECH, this Agreement or other applicable law. 


IN WITNESS WHEREOF, the Parties have caused this Agreement to be 


executed by their duly authorized representatives. 


THE PARTIES ACKNOWLEDGE THAT THEY HAVE READ THIS 


AGREEMENT, UNDERSTAND IT, AND AGREE TO BE BOUND BY ITS 


TERMS. 


 


 


 


Aon Consulting, Inc. State of Nevada on behalf of the 


Public Employees Benefits Program (PEBP) 


 


By:_______________________________ 


                    Signature 


By:________________________________ 


                  Signature 


Print Name:________________________ 


 


Print Name:_________________________ 


Title:_____________________________ 


 


Title:______________________________ 
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Date:_____________________________ Date:______________________________ 


  


 







 
 


INSURANCE REQUIREMENTS: 


Contractor and subcontractors shall procure and maintain until all of their obligations have been 
discharged, including any warranty periods under this Contract are satisfied, insurance against 
claims for injury to persons or damage to property which may arise from or in connection with 
the performance of the work hereunder by the Contractor, his agents, representatives, 
employees or subcontractors.   
 
The insurance requirements herein are minimum requirements for this Contract and in no way 
limit the indemnity covenants contained in this Contract.  The State in no way warrants that the 
minimum limits contained herein are sufficient to protect the Contractor from liabilities that might 
arise out of the performance of the work under this contract by the Contractor, his agents, 
representatives, employees or subcontractors and Contractor is free to purchase additional 
insurance as may be determined necessary.  
 
 
A.      MINIMUM SCOPE AND LIMITS OF INSURANCE:  Contractor shall provide coverage 


with limits of liability not less than those stated below.  An excess liability policy or 
umbrella liability policy may be used to meet the minimum liability requirements provided 
that the coverage is written on a “following form” basis. 


 
         1.   Commercial General Liability – Occurrence Form 


Policy shall include bodily injury, property damage and broad form contractual liability 
coverage. 


 General 
Aggregate                                                                     $2,000,000 


 Products – Completed Operations 
Aggregate                           $1,000,000 


 Personal and Advertising 
Injury                                                 $1,000,000 


 Each 
Occurrence                                                                      $1,000,000 


a.      The policy shall be endorsed to include the following additional insured language: 
"The State of Nevada shall be named as an additional insured with respect to 
liability arising out of the activities performed by, or on behalf of the Contractor". 


2.   Automobile Liability 
               Bodily Injury and Property Damage for any owned, hired, and non-owned vehicles 


used in the performance of this Contract. 


               Combined Single Limit 
(CSL)                                                          $1,000,000 


a. The policy shall be endorsed to include the following additional insured 
language:  "The State of Nevada shall be named as an additional insured with 
respect to liability arising out of the activities performed by, or on behalf of the 
Contractor, including automobiles owned, leased, hired or borrowed by the 
Contractor". 


 
3.   Worker's Compensation and Employers' Liability 


                        Workers' Compensation                                                         Statutory 
                        Employers' Liability                                                                  







                           Each Accident                                                       $100,000 
                           Disease – Each Employee                                   $100,000 
                           Disease – Policy Limit                                           $500,000 


a.      Policy shall contain a waiver of subrogation against the State of Nevada. 


b.      This requirement shall not apply when a contractor or subcontractor is exempt 
under N.R.S., AND when such contractor or subcontractor executes the 
appropriate sole proprietor waiver form. 


 


4. Professional Liability (Errors and Omissions Liability) 
      The policy shall cover professional misconduct or lack of ordinary skill for those 


positions defined in the Scope of Services of this contract. 


                           Each Claim                                                           $1,000,000 
                           Annual 
Aggregate                                                 $2,000,000 


a. In the event that the professional liability insurance required by this Contract is 
written on a claims-made basis, Contractor warrants that any retroactive date 
under the policy shall precede the effective date of this Contract; and that either 
continuous coverage will be maintained or an extended discovery period will be 
exercised for a period of two (2) years beginning at the time work under this 
Contract is completed. 


 
B.      ADDITIONAL INSURANCE REQUIREMENTS:  The policies shall include, or be 


endorsed to include, the following provisions: 


1.   On insurance policies where the State of Nevada, Public Employee Benefits Program 
is named as an additional insured, the State of Nevada shall be an additional insured 
to the full limits of liability purchased by the Contractor even if those limits of liability 
are in excess of those required by this Contract. 


2    The Contractor's Commercial General Liability and Automobile Liability insurance 
coverage shall be primary insurance and non-contributory with respect to all other 
available sources. 


 
C.     NOTICE OF CANCELLATION: Each insurance policy required by the insurance 


provisions of this Contract shall provide the required coverage and shall not be 
suspended, voided or canceled except after thirty (30) days prior written notice has been 
given to the State, except when cancellation is for non-payment of premium, then ten (10) 
days prior notice may be given.  Such notice shall be sent directly to (Megan Sloan, 901 
S. Stewart St, Carson City, Nevada 89701). 


 
D.     ACCEPTABILITY OF INSURERS:  Insurance is to be placed with insurers duly licensed 


or authorized to do business in the state of Nevada and with an “A.M. Best” rating of not 
less than A-VII.  The State in no way warrants that the above-required minimum insurer 
rating is sufficient to protect the Contractor from potential insurer insolvency. 


 
E.      VERIFICATION OF COVERAGE:  Contractor shall furnish the State with certificates of 


insurance (ACORD form or equivalent approved by the State) as required by this 
Contract.  The certificates for each insurance policy are to be signed by a person 
authorized by that insurer to bind coverage on its behalf.  
      







 
All certificates and any required endorsements are to be received and approved by the 
State before work commences.  Each insurance policy required by this Contract must be 
in effect at or prior to commencement of work under this Contract and remain in effect for 
the duration of the project.  Failure to maintain the insurance policies as required by this 
Contract or to provide evidence of renewal is a material breach of contract. 
 


         All certificates required by this Contract shall be sent directly to (Megan Sloan, 901 S. 
Stewart St, Carson City, Nevada 89701). The State project/contract number and project 
description shall be noted on the certificate of insurance.  The State reserves the right to 
require complete, certified copies of all insurance policies required by this Contract at any 
time.   


 
F.      SUBCONTRACTORS:  Contractors’ certificate(s) shall include all subcontractors as 


additional insureds under its policies or Contractor shall furnish to the State separate 
certificates and endorsements for each subcontractor.  All coverages for subcontractors 
shall be subject to the minimum requirements identified above. 


 
G.     APPROVAL:  Any modification or variation from the insurance requirements in this 


Contract shall be made by the Risk Management Division or the Attorney General’s Office, 
whose decision shall be final.  Such action will not require a formal Contract amendment, 
but may be made by administrative action. 
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Tab VI – Scope of Work 


3.5.1 Company Experience 


3.5.1.1 Is your firm affiliated with any claims administrator, insurance carrier or agent / broker firm? If so, please  
explain in detail. 


Although we work very closely with all major health plan vendors in the market, as well as many local 


providers, Aon is an independent consulting firm with an objective position within the marketplace, which 


allows us to best assess the needs and goals of our clients. Aon is an insurance broker, but we are not 


affiliated with any other insurance brokers, claims administrators, insurance carriers or agents. 


 


3.5.1.2 To your knowledge, have any written complaints been filed with the Commissioner of Insurance of any state  
in the proceeding five years regarding your firm’s consulting and / or actuarial services? If so, please 
explain. 


Yes. In the summer of 2013, the City of Hartford (via the then Risk Manager for the Hartford Public School 


Districts) lodged a complaint with the Consumer Services Division of the Connecticut Department of 


Insurance pertaining to compensation Aon Consulting had earned and received in connection with broking, 


consulting and actuarial services it had provided to the City of Hartford for a fifteen year period going back 


to 1998. Aon Consulting responded in full to the City of Hartford’s assertions providing the Consumer 


Services Division with information, materials, and contractual documentation supporting the agreed 


compensation and services for the relevant period of time. Aon Consulting has received no further inquiries 


from the CT Department of Insurance in connection with this matter since the fall of 2013. 


 


3.5.1.3 Define your organization’s role and the process of monitoring and advising similar plans on federal and state  
mandates and legislation which would impact the benefit plan. 


Aon’s legislative reporting group continually monitors federal and state legislation applicable to employee 


benefits and related tax, insurance and ERISA requirements. In addition, Aon provides several publications 


to keep our clients informed of these issues, many of which are available via email subscription. We believe 


it is helpful for each client to have regular access to the best information from Washington, worldwide, and 


across the firm as soon as it is available. A wealth of information is also available from Aon’s website. 


The following publications are available free of charge: 


 Aon Bulletins—Aon bulletins provide clients with the latest updates on relevant legislative and 


regulatory developments in the U.S. Aon bulletins are not available via subscription, but Aon 


consultants can forward relevant bulletins to clients and many are posted on the Aon website.  


 Washington Report—this weekly email newsletter captures the key HR-related developments in 


Washington from the previous week. Occasionally, we also send comprehensive legislative and 


regulatory updates through our “Washington Report Special Edition.” The Washington Report is 


available via subscription.   


In addition to routine updates, we will call or email you with any items that require immediate attention or 


which may be of particular interest. This process will be ongoing and proactive throughout our relationship 


with PEBP. 
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The Aon Health & Benefits Legal Group (H&B Legal) is composed of more than a dozen employee benefit 


attorneys, paralegals, and analysts with experience in employee benefits law. Rachel Arnedt of H&B Legal 


will be an integral member of Aon’s team and will be familiar with the PEBP and its plans. Rachel will be 


available to provide updates of relevant legal developments during regular team calls. These updates will 


monthly or more frequently as needed. 


 


3.5.1.4 Please describe your organization’s experience in utilization management, quality assessment and clinical  
evaluation of provider performance. 


Aon has a National Clinical Health Improvement practice that focuses on the delivery of health care services. 


It is composed of physicians, nurses, mental health practitioners, pharmacists, and health educators. It is 


supported by medical informatics, claim auditors, and absence and disability experts. As a result, Aon 


presents an integrated and unique approach to the review of health service utilization  


Aon’s clinicians perform all clinical audits for utilization management, case management behavioral health 


and disease management programs. There are seven clinicians that perform these audits: one physician, two 


behavioral health specialists, and four nurses. 


Clinical auditors have extensive clinical operations experience and maintain in-depth and current knowledge 


of vendor capabilities and performance. Aon has been performing clinical audits for over 20 years, and we 


continue to build and enhance our audit expertise as we work with the vendors to enhance services and 


programs to improve engagement, close gaps in care, provide members with financial, social, emotional and 


clinical support and proactively collaborate with providers. The number of audits varies each year, but an 


average of 20 to 30 audits is performed annually. 


We evaluate the effectiveness of medical and behavioral health improvement and utilization management 


programs by focusing on the following process improvement and program evaluation components: 


 Is the vendor using multiple sources to identify members for medical and behavioral health case 


management, such as predictive modeling, emergency room overuse, high cost claim triggers, etc.? 


 Is the vendor identifying and attempting to engage members proactively before they become high 


cost claimants?  


 Is the vendor assuring the best quality of care at the lowest possible cost? 


 Is the vendor working closely with the provider and the member’s significant other or family in 


highly complex cases to identify creative ways to coordinate care? 


 How well is the vendor integrating services with other programs offered by the employer (such as 


disease management, onsite clinics, EAP, wellness, etc.)? 


 What data sources are used to identify and prioritize members for outreach?  Are the appropriate 


feeds in place at the right intervals? 


 How well is the vendor following their standard procedures for identification, outreach, engagement, 


goal setting and actual improvement? 


 How many members are actually actively engaged with a nurse? 


 How many members are actually actively engaged with a behavioral health specialist? 


 Is the level of engagement justifying the cost of the program? 


 Is the vendor incorporating behavior change theory in their programs and how effective are they at 


assisting members to reduce their risk profile and make lasting behavior change? 


 Are there redundancies or gaps in the programs? 







Response to Request for Proposal: 3211 for Actuary and Consulting Services 
Part I A – Technical Proposal 


State of Nevada | December 18, 2015 


 
 


10 


3.5.1.5 Please describe your organization’s experience with developing multiple option, point-of-service, network  
and non-network plans. Explain your ability to model and project the cost impact of multiple proposed plan 
design changes.  


PEBP’s proposed consulting team leader has 30+ years of experience in designing medical plans and plan 


structures for clients. Aon’s consultants have plan design experience running the gamut from the more 


traditional HMO, PPO, and point of service plans, to the newer narrow network, center of excellence, patient-


centered medical home, and ACO-based designs. Aon’s actuaries and underwriters have access to plan 


change modeling tools that are continuously updated to reflect changing market trends and dynamics. We 


are able to quickly turn around pricing for multiple plan options using these tools.  


However, we do not rely on our tools exclusively. They have to be employed using sound actuarial judgment. 


For example, changes in one plan might encourage adverse selection or undesired enrollment in another 


plan. Our actuaries and financial consultants view plan and structural changes in the broader context of the 


entire health plan offering. Finally, in terms of cost projections, Standard & Poor's, the world's leading index 


provider, has an agreement with Health Index Advisors ("HIA"), a joint venture between Aon Consulting Inc. 


and Milliman, to develop and publish a family of indices tracking the ongoing change in costs of medical 


services. The S&P Healthcare Cost Index family tracks the change in the cost of health care services in the 


United States. We use these indices as the basis of future trend projections (along with our clients’ own 


experience) and in carrier negotiations for insured plans.  


Cost Projections 


Aon’s actuaries are responsible for pricing health plans (forecasting future costs), evaluating the impact of 


potential and actual plan design changes, modeling employer subsidy / employee contribution scenarios, 


and assessing the impact of expected employee election / migration on net company costs.  


Our Actuarial Value Model tool allows us to develop consistent relative value factors associated with unique 


plan designs to establish a baseline of current plan value and quantify the plan cost impact of potential 


design changes over time. Plan relative values are fundamental to projecting future plan costs and are 


incorporated into our pricing model when developing gross cost forecasts for plan year budgeting. Aon’s 


relative value model is built on a base of $50 billion of self-insured claims data across 12 million members. 


Claims are organized by service category into various continuation tables to support the valuation of plan 


design changes. 


  


3.5.1.6 Who is the entity that your organization refers to for advice about the tax-related issues of benefit plans? 


Aon employs a team of attorneys and legal advisors across the country to keep our consultants and clients 


up to date on tax, legislative, judicial, and other regulatory developments that influence benefit plans. We 


keep our clients informed through our Washington Report, periodic seminars, and individual client 


communications. Rachel Arnedt is the attorney assigned to PEBP and is responsible for providing PEBP 


with access to appropriate resources within our firm. Aon does not refer any tax-related issues to outside 


tax, accounting, or law firms on behalf of our clients. Rather, we will always advise our clients to retain their 


own tax / legal counsel if they are in need of a legal or tax opinion. 
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3.5.2 Actuarial Services 


Actuarial Services would include annual rate development for all PEBP health plans, OPEB and GASB 43 / 45 
valuations and predictive modeling. 


3.5.2.1 Detail your organization’s process for reviewing claim history and setting rates. This should include, but not  
be limited to: 


A. Determination of plan specific assumptions to be used; 


B. Review process with client and timing of such review(s); 


C. Internal quality control processes; and 


D. Turn-around times. 


A. Determination of plan specific assumptions to be used 


Detailed Description of Rating Methodology 


The portfolio of medical / prescription drug coverage is a classic example of a multiple-option benefit 


offering. Employees have the choice of each plan in the open enrollment cycle, and will likely choose a plan 


that best meets their needs based on its perceived value and perceived cost to the employee, factoring in 


other variables such as name recognition and reputation, and network adequacy. 


The rate projections of health plans follow a basic formula used by the industry and briefly described in the 


RFP: 


1. Capture of Experience Period (EP) claims 


2. Trending EP claims forward to the Rating Period  


3. Making provision for non-claims expenses 


4. Formulating Rates 


 


The following describes the process, data, and insight we will utilize for each of the steps set forth above.  


1. Capture of Experience Period Claims 


Capture of experience period claims can be on either a paid or incurred basis. As we will be receiving claim 


triangles and estimating Incurred but not paid claim liabilities, we recommend that incurred claims be used 


for the experience period claims. Using incurred claims filters out any payment systems issues. It allows the 


actuary to isolate the value of enrollment changes due to open enrollments or other significant events. In 


most projection methodologies, the experience period claims are converted to a unit measure before 


application of projection trend. The units are typically referred to as exposure units, and can be denominated 


in employees (also called contracts), members, or other measures. Each measure has its own pros and cons. 


We typically use employees, but capture the influence of the relative ratios of single contracts and those 


contracts with dependents. If that ratio changes over time, an adjustment must be made to the revenue 


required in the rating period to account for a different mix of members generating claims than in the 


experience period. We also review the incurred claims for any very large claims that were incurred on a 


single claimant(s) that might distort the costs per employee. Such large claims may need to be spread over 


all benefit offerings or over more than one year, so as not to distort renewal recommendations. Depending 
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on the circumstances, we may utilize one or two years of experience for the experience period claims. We 


would typically expect to use two years of experience.  


2. Trending EP Claims Forward in the Rating Period (Determination of Assumptions) 


The next step in the process is trending the experience period claims forward to the rating period. Rating 


trend is typically viewed as having three components: price per service, utilization of services and mix of 


services. Often the mix variable cannot be gleaned from the data, so it becomes included in one or both of 


the other components. Additionally, if there is an expected force of claims increase or decrease that is not 


explicitly identified in the rating, this may be added to the rating trend to make provision for this expected 


force. 


The actuary, when developing rating trend, needs to take into account several variables: what happened in 


the past with experience period claims, and will this pattern continue; what is happening currently with trend 


that can’t be measured yet, and what will happen in the future (until the end of the rating period). All of these 


variables (i.e., past, present, and future) need to be assessed when setting rating trend, not just a review of 


the past. 


Aon will measure the historical trend in each program, report on cost and utilization trend, and identify 


explicit, external / internal events that would have triggered a change in cost. We will utilize this as well as 


our monitoring of emerging trends in the marketplace to recommend rating trends for each of the PEBP 


programs. 


3. Making Provision for Non-claims Expenses 


In formulating rates, non-claim expenses for the rating period must be added to the rating period expected 


claims to make appropriate provision for all revenue required in the rating period. Non-claim expenses will 


consist of at least the following: 


 Administrative expenses for the claim payment vendors 


 Fulfillment and other non-claim payment expenses not covered above 


 PEBP internal expense allocations 


 Any surplus management additions or subtractions 


 Any ACA fees or related cost impacts 


If PEBP wishes to change the surplus position of the plan, explicit provision of deficit recovery or surplus 


drain may be warranted. 


4. Formulating Rates  


We typically employ one of two methods for the initial formulation of rates: the rate increase method or the 


generate method. We describe both methods below. The rate increase method is the current rates by 


contract type are used to generate income at current rates. The exposure basis is typically the most recent 


counting of enrollment by contract types. This exposure basis must be completely consistent with the rating 


period claims and non-claim expenses (in total: revenue required) for this methodology to work. 


Revenue required is compared to income at current rates to calculate a rate increase. This rate increase is 


then applied to the current rate matrix to calculate the rates required for the rating period. 


In the generate method, rate relativities are prescribed by formula (e.g. the relationship of the rates for single 


and family, and early retirees and actives). Once all the formulas are in place, algebra provides for the rates 


that fit the prescribed formulas and produce the appropriate amount of revenue required. Also in this 


method, the exposure basis must be completely consistent between the exposures used in the generation, 
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and the exposures in the rating period claims and non-claim expenses. In this fashion PEBP can prescribe 


any specific rating or rate relativity needs that may exist, that are not explicitly contained in the rates today. 


Aon will typically develop rates on a generate method basis eliminating all external claim influences, that is, 


develop self-supporting rates for each benefit option. This gives PEBP full transparency into the effect of 


selection on the rates, and allows rating adjustments as appropriate to establish rates and participant 


contributions, while maintaining the revenue requirements of the plan. 


Historically, PEBP has established final administrative loads and subsidies by plan and group. PEBP’s CFO 


has essentially developed the final rates, but Aon is able to provide those services going forward. 


 


B. Review process with client and timing of such review(s); 


The review process and timing of those reviews is determined in conjunction with our clients and varies by 


client. Some prefer frequent check-ins prior to Board review and approval. Other clients ask us to present 


interim trend updates to the Board so that the actual recommended renewal is not a surprise. We are happy 


to work with PEBP to develop the optimum desired timing. For reference, given PEBP’s July 1 effective date 


and our knowledge of PEBP, the following high-level timetable with turnaround times is what we would 


consider to be optimal.   


Historically, PEBP and its Board has requested projection trend rates be set first, typically at the January / 


February board meeting. Aon would bring forth the latest experience of the plans, as well as our future trend 


guidance that includes external forces we are hearing about in the industry. As mentioned in the detailed 


methodology we will bring past, present and future forces into this discussion. Before any presentation is 


submitted to the Board, it is first discussed and reviewed with PEBP’s executive team. Any input, questions, 


or suggestions they have are answered, addressed, or incorporated into the final Board presentation. 


At the next Board meeting, typically in the March timeframe, Aon would present its recommended claims 


cost projections for the upcoming plan year. At that meeting, the final rates are set by the CFO and are voted 


upon by PEBP’s Board. Aon follows the same presentation process as in the trend presentation. We will 


review the projections and presentation with executive staff prior to the final delivery to the Board members. 


Because Board packets are sent out a week before the meeting, we prefer to meet with executive staff three 


to seven days in advance of the packet due date, to allow ample time for revisions and final approval. 


We prefer to meet with the executive team on a bi-weekly basis for regular team check-ins and we use that 


time to update or discuss progress on outstanding work orders.  If a meeting is not already scheduled near 


the delivery date of a work order, we will set up a separate meeting. 


 


C.  Internal quality control processes 


Aon will perform reasonability, reliability, and validity checks on all health care development data provided 


by PEBP and its partner vendor organizations, using our rigorous data quality assessment strategy. 


Assembling data from more than one data source may introduce a broad range of data quality issues that 


will require attention and reconciliation. Aon will use successful and proven methods to combat data quality 


issues that can be applied to a broad spectrum of data and integration scenarios.  


Throughout our history, Aon has built its reputation on delivering on our promises. Everything we do is 


focused on our commitment to quality. Our actuaries follow a stringent set of guidelines in order to ensure 
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error-free actuarial work. Procedures and standards we have set up to ensure consistency and high quality 


include: 


 An Actuarial Standards Committee which sets general policy with regard to our actuarial work 


 Senior actuaries assigned to each client team to provide both technical second opinions and 


multiple viewpoints that are incorporated into all work 


 Coordination of senior actuarial team schedules to ensure that PEBP can always access a senior 


actuarial consultant 


 State-of-the-art computer hardware and software to provide consistency in standards and 


procedures 


 Two levels of Peer review on all work products 


All actuarial data is secured in our systems and can only be accessed by the associates designated to be 


part of the client team 


 


D. Turn-around times 


We are committed to on-time delivery of work orders.  In some cases, because we rely on outside data 


sources for our actuarial work, unexpected delays may arise.  Should we encounter an issue that puts the 


work order’s delivery schedule at risk, we will communicate our concerns immediately to PEBP staff as we 


concurrently work with PEBP’s vendors to resolve the issue(s). Aon is dedicated not only to on-time delivery, 


but to a clean work product as well and thus our turn-around times do include two levels of peer review. 


 


3.5.2.2 The ability to monitor the health plan is crucial. Explain the operational and financial data utilized to perform  
this function and your organization’s monitoring procedures and capabilities. Provide your predicted trends 
vs. actual trends for at least three specific, but unidentified clients for the last five (5) years.  


Our Office of the Chief Actuary frequently issues guidance to our health actuaries on historical and future 


expected health care trends, based on a collection of numerous sources. We have attached the most recent 


trend survey document in Appendix 1 for reference. There is tremendous focus on the influences of health 


care trend on future health plan cost projections for our clients—so the rigor of our firm’s analysis into 


health care trends captured in this report is relied upon heavily by our thousands of health care consulting 


clients. 


In support of PEBP, with your prior approval, we will also consult very closely with your health care 


administrators to understand your cost and utilization data as well as local influences on health care trends 


in Nevada. In the end, our work in monitoring your cost trends and health care trend drivers is a function of 


frequent study of your data and close connectivity to your health business partners to understand evolving 


dynamics of participant utilization and provider cost patterns to weave into our forecasts of your future state 


health plan costs. 


Finally, in recent years, Aon has provided PEBP with our Health Intelligence on Demand (HIOD) analysis that 


digs deeper into population health and health plan cost drivers. This data also provides an essential ability to 


monitor health and efficiency of delivery of each of PEBP’s health plans. 


Below are specific examples of historical claim trend predictions versus actual results taken from three other 


Aon Government clients: 
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3.5.2.3 Detail your organization’s process for developing GASB 43 / 45 valuations. This should include, but not be  
limited to: 


A. Determination of plan specific assumptions to be used; 


B. Review process with client and timing of such review(s); 


C. Internal quality control processes; 


D. Turn-around times; and 


E. Explain any differences between developing full certified valuations vs. updated valuations and the criteria  
used to determine which effort is required. 


Aon will perform an actuarial evaluation of PEBP’s post-employment benefit obligations other than pension 


plans, suitable for inclusion in PEBP’s annual financial report as prepared in accordance with Generally 


Accepted Accounting Principles (GAAP). Our valuation will be performed by, and under the supervision of, 


certified actuaries and will comply with requirements of GASB 43 / 45 and GASB 74 / 75. Our report will be in 


sufficient detail to permit PEBP to recognize the accrued liabilities at the operating fund level, as appropriate. 


The appropriate methodologies will be chosen and assumptions developed in consultation with PEBP.   


The report will be targeted to be competed and finalized in a timely fashion and the below schedule will be 


timed to achieve that result. 


Following is a narrative and timeline as to how we would accomplish the scope of work. 


Phase 1 – Planning Meeting with PEBP  


At the beginning of the project, Aon will hold conference calls with representatives of PEBP to achieve 


several important objectives, including: 


 Discussion of the high-level project plan for the entire project 


 Introduction of key team members 


 Clarifications of plan provisions, including eligibility requirements, benefit options, retiree 


contribution levels, etc. 


 Discussion of the actuarial cost methods, which will be used to calculate the OPEB obligations and 


annual required contribution amounts 


 Discussion of the transference of employee claim data; clarification of the format and content of 


data to be transferred 


 Clarification of expectations regarding project scope, deliverables, and any special needs 
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This initial discussion is an excellent opportunity to secure a mutual understanding of the key steps in the 


valuation process, and the way Aon and PEBP will work together to achieve PEBP’s objectives. 


Actuarial Assumptions 


Aon will evaluate the reasonableness of all actuarial assumptions for each valuation. The list below includes 


the major assumptions in PEBP’s valuation: 


 Health care trend 


 Demographic assumptions such as rates of healthy and disabled mortality, retirement, disability 


incidence and termination 


 Participation assumption for current and future retirees 


 Spouse coverage assumption 


Any data assumptions or additional plan specific assumptions will be reviewed and discussed with PEBP.  


Aon will provide recommendations for any new assumptions based on plan experience, PEBP’s future 


expectations and industry trends. 


 


Phase 2 – Employee Data Collection, Review and Analysis 


The accuracy of employee data is very important because valuation results are only as reliable as the 


underlying data. Aon will load the employee data provided by PEBP into our OPEB valuation system.  We will 


review the data for reasonableness and compare it with expectations regarding numbers of employees and 


key demographic characteristics. This includes employee data on all current retirees, beneficiaries, and 


active employees who may eventually become eligible for OPEB benefits. We will ask questions, as 


appropriate, regarding data that appears to be missing, inconsistent, unexpected, or questionable.  PEBP will 


provide corrections, confirmations, or clarifications as appropriate, and Aon will incorporate any indicated 


changes. 


Aon uses encryption services to transmit data securely. Aon works with many large firms and governmental 


entities and security of data is of the utmost importance. 


 


Phase 3 – Claims Data Collection, Review and Analysis 


Aon will use the information as appropriate for retirees to develop claims costs for the valuation. As a result 


of the claim cost development process, Aon will obtain age-specific benefit plan claim costs. We will review 


these costs for internal consistency and against external benchmarks for reasonableness. 


 


Phase 4 – Valuation Processing 


Aon will determine PEBP’s OPEB obligation by projecting the expected claims costs that will be incurred in 


the future years for current retirees, beneficiaries, and active employees who are expected to eventually 


become eligible for OPEB benefits. This determination will be completed using our actuarial valuation 


system, ProVal. It will reflect PEBP’s specific plan provisions, employee data, claims experience, and the 


actuarial assumptions that are agreed to during the Phase 1 of the project. 


After the OPEB obligations are determined as of the current valuation date, Aon will determine annual 


required contribution amounts and other amounts required in accordance with GASB 43 / 45 or GASB 74 / 75. 







Response to Request for Proposal: 3211 for Actuary and Consulting Services 
Part I A – Technical Proposal 


State of Nevada | December 18, 2015 


 
 


17 


New GASB 74 / 75 Statements 


In 2014, the GASB issued new statements GASB 74 and GASB 75 which will replace GASB 43 and GASB 45. 


GASB 74 is effective for fiscal years beginning after June 15, 2016 and GASB 75 is effective for fiscal years 


beginning after June 15, 2017. The new standard are similar to the changes made on pension accounting in 


GASB 68 and require more extensive note disclosures and required supplementary information (RSI). They 


require one actuarial cost method and also have a more defined discount rate determination methodology 


that will be tied to the high-quality 20 year Municipal Bond Index rate. 


The accounting will also be updated from reporting the Annual Required Contribution (ARC), the Annual 


OPEB Cost (AOC) and the Net OPEB Obligation (NOO) to the Net OPEB Liability and the Deferred Inflows and 


Outflows. The amortization period will be updated from an open 30-year period to a closed period over the 


average remaining future service of the group. 


Aon will meet with PEBP to discuss the impacts of the new GASB standard on the plan and help PEBP 


prepare for the accounting changes. 


Internal Quality Control 


Aon places the utmost importance on the quality of the results and has two levels of review to ensure quality 


control: 


 “Checking”- the basic readability, grammar, spelling, layout, conformance with Aon’s brand 


requirements, financial calculations and adherence with Compliance guidelines. 


 “Peer Review” of all client work with a focus on the substance of the recommendations, financial 


information communicated, methodology and assumptions used and adherence with Compliance 


guidelines. 


 


Phase 5 – Report Preparation 


We will prepare a report for PEBP that will include but is not limited to: 


 OPEB obligations by plan as well as separately identifying amounts for actives and retirees, and can 


be provided separately by any other employee classification as directed by the State 


 Annual Required Contributions (ARC), Annual OPEB cost (AOC) and reconciliation of the Net OPEB 


Obligation (NOO). ARC and AOC will be provided as a dollar amount and as a percentage of payroll 


for GASB 43 / 45 


 Normal Cost, changes in the Total OPEB Liability, reported inflows and outflows and deferred 


inflows and outflows under GASB 74 / 75 


 Obligations and ARC will be calculated under GASB 43 / 45 assuming the current pre-funding policy  


 Ten-year projection of the pay-as-you-go plan costs 


 Preparation of sensitivity analysis showing the impact of alternative assumptions on PEBP’s OPEB 


liability, such as healthcare trends and investment rate assumptions as required under GASB 74 / 75 


 Key observations of the valuations 


 Preparation of an analysis and explanation of the various funding strategies that might be 


considered by PEBP for funding the liability 


 An actuarial certification as to the compliance with all applicable actuarial standards 
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 Summary of current plan provisions, actuarial assumptions and methods used to develop plan 


obligation and annual required contribution amounts 


 Description of employee census data used in the valuation including age / service distribution tables 


 Certain other information required by GASB 43 / 45 and GASB 74 / 75, or other Actuarial Standards 


of Practice 


Required Support and Data from PEBP. To perform the valuation, Aon will require census data, an 


understanding of the substantive plan (plan designs and contribution schedules) and participation from 


PEBP to set or agree to certain assumptions. As we discussed above, we expect the data preparation and 


finalization to be a substantial portion of this project, and have seen that, in certain situations, the plan 


sponsor has had to devote considerable resources to providing this data. In other circumstances, the data 


provision has been relatively straightforward. 


We have summarized the tasks required to conduct GASB 43 / 45 and GASB 74 / 75 valuation work below:  


Star Key Activities Responsible Party Deliverables 


 (1 week 


elapsed time) 
 Initial Planning Meeting


1
 


 PEBP sends employee 


data, and other required 


information 


Aon 


PEBP 


 


Project Plan 


Methods & Assumptions 


Data files and reports 


 (2-4 weeks) 
 Aon loads and edits 


employee data 


 Aon reviews plan 


provisions 


 Aon analyzes claims data 


 Aon programs PEBP’s plan 


provisions into its 


valuation system 


 PEBP clarifies all questions 


regarding plan provisions, 


retiree contribution levels, 


etc.
2
 


 Aon finalizes employee 


data 


 Aon finalizes claims data 


analysis 


Aon 


PEBP 


 


 


 


 


 


 


 


 


 


 Initial questions about 


employee data 


 Initial questions about 


claims data 


 Final questions about 


employee data 


 Final questions about 


claims data 


 (5 weeks) 
 PEBP sends answers to all 


employee and claims data 


questions 


 Aon tests valuation system 


Aon  
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Star Key Activities Responsible Party Deliverables 


(6 weeks) 


 
 Aon reviews new employee 


data and makes 


appropriate adjustments 


 Aon finalizes calculation of 


baseline per capita claims 


 Aon finishes preliminary 


testing of valuation system 


 Aon loads new employee 


data and creates first full 


valuation runs 


 Aon reviews initial results 


and makes adjustments as 


appropriate 


 Aon begins drafting report 


 Aon determines 


appropriate costing 


method 


Aon 


 


 


 


 


 


 


 


 Summary of baseline 


per capita claims
3
 


 Summary of employee 


counts
4
 


 


 


 (7 weeks) 
 Aon calculates annual 


required contributions, 


with and without pre-


funding 


 PEBP provides any final 


guidance 


Aon 


PEBP 
 Summary of estimated 


annual required 


contribution amounts 


 (8 weeks) 
 Aon finalizes calculations 


and drafts report
 3 & 4


 


Aon 


PEBP 
 Summary of annual 


required contribution 


amounts 


 (9 weeks) 
 Aon finalizes report 


Aon 
 OPEB Report 


 (thereafter) 
 Calls to discuss report, 


valuation results, pre-


funding options, key 


observations, etc. 


Aon 


PEBP 
 OPEB Report 


Key issues and decision points (numbers below correspond to footnote marks above): 


1. Decide actuarial assumptions. This meeting is a key time for PEBP to provide initial guidance for the 


entire study. 


2. Key time for PEBP to clarify any plan provisions to be reflected in the valuation. 


3. Key time for PEBP to review baseline claim calculations for reasonableness. 


4. Key time for PEBP to review employee counts, by plan, for reasonableness. 
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As a result, we believe the report could be finalized in an approximate two-month timeframe after the receipt 


of all data and information requested. 


Please note that the review process and timing of those reviews is determined in conjunction with our clients 


and varies by client. We are happy to customize a review process that meets PEBP’s needs. 


Roll-Forward Valuations (Updated Valuations) 


A roll-forward valuation uses the same actuarial assumptions and adjusts the census data and the per capita 


claims on an expected basis. These valuations are usually used for interim valuation years in which there 


has not been a significant change in the plan provisions or the census data. These simplified valuations are 


typically used for years in which plans are not required to report full valuation results. The GASB 45 standard 


requires that plans with more than 200 members perform a full valuation biennially. 


Typically, roll-forward valuation results are not appropriate in years in which a significant plan change has 


occurred which materially affect the valuation results or in years in which a significant change in census has 


occurred.   


When GASB 75 becomes effective for Fiscal Years beginning after June 15, 2017, more complex roll-forward 


valuations may be required due to the requirement to adjust the liabilities each year to reflect the 


marketplace discount rate. Also, additional accounting will be required to create the new deferred inflows 


and outflows due to changes in the discount rate. However, currently Aon believes that these updated roll-


forward valuations will be reasonable and allowable under GASB 75 and they will be simpler than a full 


valuation. 


The roll-forward results will reflect projected benefit payments. Adjustments to the accounting results for 


actual benefit payments differences, demographic assumption changes, plan changes or economic 


assumptions for roll-forward valuations for GASB 45 are outside the scope of this agreement. Adjustments 


other than for discount rate and benefit payments are for roll-forward valuations under GASB 75 are outside 


the scope of this agreement. 


 


3.5.2.4 NRS 287.043 and NRS 287.025 provide for non-state entities to apply for participation in the PEBP program. 
This requires an actuarial analysis of the entity’s claims history in comparison to standard rates assessed by 
PEBP to non-state participants. Detail your organization’s process for completing this work as assigned.  


Our actuaries have substantial expertise in analyzing experience of entities coming into client health care 


programs and cost experience pools. We will work with PEBP and the applicable non-state entity or entities 


to gather census, plan design, plan provisions, claim experience, fully insured plan underwriting back-up, 


rate / contribution information, and any other data elements needed to assess the cost dynamics of 


considered entities for the PEBP program. We would prepare a detailed analysis for PEBP’s review of the 


anticipated impacts of bringing a considered entity into the PEBP program. We consider this to be a highly 


interactive process, and will review the data we receive and analysis we perform (including any applicable 


assumptions) to support determination and appropriate pricing of a considered entity coming into the PEBP 


programs. 


 


3.5.2.5 Is your organization’s actuarial model capable of manipulating large data management files to assist in  
performing detailed analysis for a variety of analytical purposes? Provide a detailed list of the types of 
studies that can be performed with your actuarial model. 


Yes. Aon has more than 250 health care actuarial consultants and actuarial students who provide consulting 


services to many of our nation’s state and local government entities and Fortune 500 companies. In addition 


to having a broad understanding of the dynamics within the health care industry, our health care actuaries 
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are responsible for modeling: employee contributions, health plan pricing, the impact of plan design 


changes, and other actuarial calculations. This combination of health knowledge and actuarial mechanics 


makes our actuaries a valuable resource in assisting organizations with solving their human resources and 


financial challenges. 


A number of our proprietary actuarial tools and models are considered the leading tools in the industry. 


These assets are used in our consulting work with hundreds of major organizations to evaluate costs, set 


budgets, model plan changes, and establish contribution requirements across all benefits and health plan 


designs for active and retired employees. The data supporting these models represents more than 1.9 million 


members and more than $9 billion in claims data. 


Typical studies that are done with our actuarial models include: 


 Historical claims experience analysis by major plan segment 


 Historical enrollment analysis, and enrollment mix projections 


 Migration and health risk assessment (where applicable) 


 Medical, pharmacy, disease management, and network plan change analysis 


 Trend analysis and projections by plan 


 ACA impact analysis, including likelihood of employees enrolling in a public exchange 


 Large claims, reinsurance, and pooling analysis 


 Operational and administrative expense analysis 


 Employee contribution and employer subsidy analysis and projections 


 Development of projected budgets for the coming year 


 Quarterly experience analysis and reporting 


 Quarterly incurred, but not paid, claims reserves 


If a client has a specific need, we can also build enhancements into existing tools. For example, if a client is 


offering a new health plan design, we will extensively review and analyze enrollment projections, potential 


adverse selection, and impact on trend. 


 


3.5.2.6 Provide a detailed description of your claim lag reporting process to include your recommendations. 


With PEBP’s permission, we will partner closely with your health care plan administrators to collect all 


needed information related to monthly incurred-and-paid claim information that supports our actuarial 


projections for incurred but not paid reserve liabilities. We incorporate the monthly incurred-and-paid data 


and accompanying headcount information into our health care reserving model. The output from our model 


is to generate our recommended Incurred but Not Paid (IBNP) reserve recommendations. We have included a 


full periodic report (the latest report we provided to PEBP is attached in Appendix 2 on your recommended 


reserve liabilities). 


 


3.5.2.7 Please explain how you calculate recommended reserve levels for “rate stabilization” and incurred but not  
reported losses. 


Health actuaries often evaluate risk and financial viability for the short run (e.g., next year’s premium rates). 


For such a task, a simple deterministic model is fairly easy to develop and often meets the actuary’s needs. 


The additional value a stochastic simulation yields may not be commensurate with the development effort 
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required for some actuarial projects. However, when a more strategic analysis is required, stochastic 


simulation modeling offers additional value because it can incorporate random variation, interdependencies, 


and feedback loops and produce distributions of plausible outcomes which enhance both the actuary’s and 


client’s understanding of the underlying issues. 


Aon has built a comprehensive projection model. We disclose all of our assumptions in detail. Many firms 


will not provide the details that have become routine and expected by the State, citing “proprietary 


information.” Our general approach is fairly simple—we put our best actuaries on your case, provide a 


detailed working document, disclose and provide details of our assumptions and how they roll through the 


State’s monthly financials, and we are timely. In the case of PEBP, please understand that Tim Nimmer, your 


Executive Sponsor, and someone with significant history with PEBP, is also Aon’s Global Health Actuarial 


Leader. He not only assures that your actuarial team is top-notch, he is also the Executive Sponsor assigned 


to your account.  


Our actuarial team members will prepare cost projections for PEBP’s self-insured plans, which will serve as 


the basis for PEBP’s funding requirements. The approach for accomplishing the tasks and deliverables 


associated with this section is as follows: 


Incurred but Not Paid (IBNP) 


While there are many different approaches that can be used to calculate IBNP reserves, Aon’s model has 


been proven across hundreds of clients and decades of experience. Reserve estimates for the health plans 


are developed by evaluating incurred and paid claims history as reported by you and your health plans. This 


analysis includes a series of actuarial calculations designed to predict future claim payments. Our tool 


develops the Incurred but Not Paid (IBNP) claims ability needed to assess the entire amount of claim 


incurred in a prior period by adding the outstanding amounts payable for claims that have already occurred, 


but have not yet been settled.  


Liabilities for medical, dental and prescription drug benefits are estimated based on the Developmental 


Method. The underlying principle of the Developmental Method is that the progression of claim payment 


follows runoff patterns that are assumed to remain stable over time. The results are then adjusted for months 


where data is deemed non-credible. These adjustments are made using the Projection Method, which is 


based on the change in costs per exposure unit over time. 


The IBNP liability is further adjusted to reflect actuarial assumptions related to a number of factors / 


contingencies which could impact reserve adequacy. Such factors / contingencies include changes in claim 


payment cycles, plan design, insurance carriers, large dollar shock claims, emerging claim trends, 


enrollment shifts, differences in the number of days in the projection period versus the baseline period, and 


other factors. We may also consider methods that smooth large claims in order to produce rates that are 


reflective of long-term cost experience and promote a more stabilized rating environment over time. 


 


3.5.2.8 Please provide a brief summary of confidence interval and how group size and primary versus secondary  
payer status affects recommended reserve levels and the relationship to confidence intervals. 


We understand the need for precision regarding the reserving levels of public entities, as each dollar is 


accounted for during the budget-setting process. It is due to this need for attention to detail that we provide 


stochastic simulation modeling to determine appropriate reserve levels. As actuaries, we use models 


regularly in our daily work, so we are familiar with the process of converting real-life phenomena into 


simplified and abstract mathematical models. Each individual within PEBP’s population is applied to a State-


specific claim distribution over 10,000 simulated one-year periods. Aggregating the results of each individual 


for each of the 10,000 simulated years gives a clear indication of the underlying volatility of the population. 


This distribution of simulated years gives us the ability to set recommended reserve levels that align with 


PEBP’s risk tolerance.  
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The resulting distribution helps us establish funding and reserve levels tied to a specific confidence level. 


Confidence levels do not correlate directly to guarantees; however, they provide a reference for how solvent 


an entity should be considered. Generally, group size is inversely related to claim volatility – as the size of 


the group increases, the predictability of aggregate claims increases, and for a given confidence level the 


per-head reserve required decreases. 


The volatility of claims under primary payer status is materially less relative to the volatility of claims under 


secondary payer status. Under secondary payer status, the plan is typically only responsible for a portion of 


the overall claim. Dollar changes to the overall claim, therefore, may impact the secondary payer 


responsibility by a higher or lower percentage than the dollar change represents of the entire claim. For a 


given individual, although secondary payer status would result in a lower expected responsibility for PEBP, 


the volatility around that expectation would be higher, and therefore the reserve required relative to expected 


claims would be higher. 


 


3.5.2.9 Can your organization provide PEBP with reporting and direction regarding the Cadillac Tax, scheduled to  
become effective in 2018? 


Yes. We have found that minimizing and / or avoiding the excise tax is a major driver of strategy for a number 


of our clients. As such, Aon’s actuarial team designed the excise tax modeling tool. This comprehensive 


analysis will estimate the financial impact of the excise tax by year for 2018 and beyond based on our 


understanding of current guidance. 


The tool provides financial estimates based on current costs split by enrolled population (active, retiree) and 


benefit plan. The model estimates the year that the costs for population / plan cross the excise threshold as 


well as the incremental cost associated with the excise tax for 2018 and beyond. 


That is just the beginning. Once PEBP has an accurate and current projection of excise tax implications, our 


consultants work with you to devise strategies to slow and minimize the impact of the excise tax, while also 


minimizing the potential negative impacts on plan members. Strategies to provide more appropriate care 


settings (e.g., telemedicine or NurseLine services versus emergency rooms or delayed or ignored treatment) 


can be employed to reduce claims while providing a benefit to members. Our focus for PEBP and all of our 


clients is helping to develop strategies that align with your mission, your vision, your values, and your fiscal 


reality. 
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3.5.3  General Consulting Services 


3.5.3.1 Does your organization structure provide for a specialized group of consultants familiar with governmental  
plans such as PEBP? If so, why? If not, why not? 


Yes. We understand the public sector and have a long-standing commitment to public sector consulting. We 


have a core team of over 100 consultants who work with the public sector, and are proud to serve this 


business segment for the same reasons we are proud of Aon’s commitment to community and to service. 


Aon’s State and Local Government (SALG) industry council works with our consulting teams to develop 


solutions for public sector organizations as they face challenges affecting employee health care, retirement, 


and workforce effectiveness. By leveraging our industry experience, subject matter expertise, and our ability 


to provide end-to-end solutions across the areas of employee benefits and talent management, we deliver 


customized solutions for each public sector entity. 


Nationally, we have over 450 state and local municipal clients. The following map displays a subset of our 


national public sector business. This client base gives us keen insights into the costs of the programs and 


emerging strategies that work for public sector employers. 


 


Our Approach with Public Sector Clients 


Aon works with its public sector clients as a trusted advisor and partners with them by offering reduced fees, 


while our services and service levels remain uncompromised. We do this because it is the right thing to do. 


We also understand that public sector employers are facing greater budgetary pressures, stiffer competition 


for quality staff, and the ongoing need to provide valued services to taxpayers 


Uniquely positioned, Aon will collaborate with PEBP because we have significant experience working with 


public-sector groups and for the following additional reasons: 
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 Focus on cost reduction, not cost shifting—our focus is on managing costs while optimizing 


benefits. Key to this focus is our proven ability to help clients change their benefits, compensation, 


and talent programs to increase efficiency, program quality, and resulting return-on-investment. Aon 


was named Best Employee Benefit Consulting Firm for four consecutive years by readers of 


Business Insurance. This distinction is based on the service, value, quality, and innovation we 


provide to clients. 


 Highly experienced account team—the proposed Aon team is familiar with issues facing employee 


populations working for public employers. We understand that public sector employers want to 


know that their consultant has experience with helping other public sector employers solve similar 


problems. Your account team will combine that experience with creativity to solve common and 


uncommon problems with PEBP. 


 Significant market leverage and negotiating power—We use our substantial market clout with 


insurance carriers, TPAs and other vendors to negotiate the best premiums, services and associated 


prices for our clients. In addition, we help our clients secure the most advantageous service 


agreements and performance guarantees.  


 Extensive experience working with committees made up of labor, staff, management, and elected 


officials—our client list reflects substantial involvement with public sector clients. Our relationships 


are successful due to our proven expertise working collaboratively and reaching consensus among 


various stakeholders. 


 Breadth and depth of local and national resources—we have more than 100 consultants and 


administrators working with public sector clients. These practitioners come from a variety of 


disciplines including actuarial, legal, underwriting, accounting, clinical, data analytics, customer 


service, information technology, and management. In addition, several of our Aon staff has worked 


in other parts of the public sector arena, including government, law, insurance, health care and IT. 


This diversity of background allows us to bring innovative cost management solutions from both the 


public and private sectors. Finally, our deep bench strength allows us to keep abreast of legislative 


and regulatory issues that present unique challenges for our clients. 


 Complete objectivity and full disclosure of our fees—this is critical in the public sector. We conduct 


business openly and without favor toward any vendor or product. Unlike some brokers, we do not 


sell any proprietary insurance products. By doing business this way, we are able to maintain 


complete objectivity and serve the best interests of our clients, without any competing interests. We 


do not accept commission overrides from vendors—again ensuring our objectivity.  


 Thought leadership—you get industry-leading thoughts and perspectives, customized to PEBP’s 


needs. We continually keep clients apprised of what is happening in Washington with our written 


briefs. We hold forums for clients to learn, share information and exchange ideas in our webcasts. 


We give public sector clients the opportunity to tell us about their health care plans and talent 


programs in our annual surveys, which are shared among public sector respondents. We also share 


our innovation with public sector clients through our game-changing points of view on the future of 


health care and retirement. Finally, in the spirit of collaborative learning, we will bring emerging best 


practices to PEBP from the collective experiences of our private sector and over 450 public sector 


clients. 


 


3.5.3.2 How do you coordinate the work of actuaries vs. consultants that would be assigned to PEBP? 


Our view is that PEBP will be best served by superior actuarial advice combined with broad-based benefit 


consulting expertise. Too often, public entities focus only on actuarial consulting. Industry trends, long-term 


strategy, and creative thinking are enhanced when we add experienced generalist consultants to the team. 


For this reason, we have selected Kirby Bosley to be the Lead H&B Consultant. As the team lead, Kirby will 


act as the project manager and lead strategist for all health and benefit projects for PEBP. Kirby will work 


closely with your lead day-to-day actuary, Stephanie Messier, and as a team, they will be your primary day-
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to-day contacts for senior PEBP staff. She and Stephanie will be supported by a team that assists with day-


to-day questions, projects, and reporting / deliverables. Kirby is also responsible for organizing the 


resources for PEBP through additional Aon team members in the areas that include compliance, legal, 


audits, actuarial work, pharmacy, wellness, worker's compensation, safety, and MBE partners. In addition, 


Tim Nimmer is PEBP’s Executive Sponsor. Tim and Kirby handpicked Stephanie to be PEPB’s actuarial lead 


consultant, and have the utmost confidence in her ability to deliver honest, accurate, and insightful actuarial 


consulting to PEBP. Please know that Tim is a member of Aon’s global health & benefits leadership team, 


and is a direct line for PEBP to Aon’s most senior leadership. He is also deeply invested in PEBP. He is the 


Aon consultant with the most direct consulting history with your organization. 


 


3.5.3.3 Define your organization’s expertise in the development, production, and distribution of participant  
communications. Please provide samples of previously prepared communications.  


With the bench strength of about 300 communication professionals, we differentiate ourselves from our 


competitors through our: 


 Ability to partner with our market-leading call center system to deliver an end-to-end customer 


experience 


 Creative design and powerful writing 


 Personalized communication strategies 


 Subject matter expertise related to benefits, enrollment, retirement, ongoing health and wellness, 


consumerism, recruiting, onboarding, and compliance 


 Technology-driven, next-generation media solutions 


 And integrated project management to bring it all together 


We provide content, design, and delivery focused on getting the results our clients are looking for. Over the 


past two years, we’ve won dozens of awards for our communication from the National Business Group on 


Health, IABC, Silver Inkwell, and many more. 


In response to this question, we are pleased to share three case studies that illustrate our work with large 


employers. These case studies provide insight into the scope, customization, and quality of services we can 


offer to the State. 


Case Study 1: 
University System of Georgia Helps Members Take an Active Role in 
Benefits Choice 


Situation 


How can an employer attract and retain the best talent, while operating within a tight compensation budget? 


USG partnered with Aon on strategy and communication for this major change management initiative. 


 


Research 


 A series of interviews and focus groups uncovered the most critical concerns of this audience, as well as 


their overall member engagement goals. 


Analysis of enrollment trends provided a baseline for setting reasonable, measurable objectives for this 


campaign. 
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Goals 


Guided by research, the goals for this program included enlisting the support of institution leaders, and 


ensuring members and retirees understood all new benefit options and the new tobacco surcharge rules—


and completed enrollment during the shortened time frame. 


Measurable objectives included: 


 100% approval of the benefit changes by leaders 


 Active enrollment in benefits by at least 70% of eligible members and retirees 


 


Solution 


The strategies employed were: 


 Change management: A phased campaign targeted to institution leaders 


 Branding: Development of a distinctive new USG benefits brand, independent from individual 


institution brands, to position USG as the trusted source for all member benefits 


 Communication: A multimedia campaign to members and retirees 


We supported USG as they began a sequence of change management activities, including emails, phone 


calls, and meetings with institution leaders, culminating in a system wide HR meeting. Talking points, FAQs 


and a standard PowerPoint deck ensured consistency in messaging across all stakeholders.  


Because of the diverse array of members served by USG, the multimedia plan included printed guides, 


targeted bulletins, an action-oriented newsletter, materials customized for each individual institution, 


support for meetings, emails, a video, a complete overhaul of USG’s benefits portal, and support for 


members after they transitioned to new benefit plans. Uniting all of the wide-ranging tactics were USG’s new 


brand and tagline. 


 


Results 


This campaign met or exceeded all objectives. 


 100% of institution representatives approved the benefit changes, branding, and communication 


plan 


 More than 80% of eligible members and retirees completed enrollment. In fact, enrollment at some 


institutions was even higher (e.g., 95% at the University of Georgia). USG said enrollment 


participation was their highest ever 


 In addition, USG saw major enrollment growth in specific benefits. For example, enrollment in the 


vision plan grew by 52% system wide, and participation in flexible spending accounts increased by 


28%. HSA enrollment grew by 12% 


  



http://www.usg.edu/hr/benefits
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Case Study 2: 
Dominion Resources Applies Segmentation Insights to Surpass Goals 


Situation 


Dominion invited Aon to help introduce a premium credit, increase wellness and preventive care behaviors, 


and build appreciation for the HDHP with HSA medical plan. 


 


Goals 


 50% of eligible members participate in biometric testing, complete the health assessment, and 


receive the credit 


 Increase HDHP participation from 13% to 20% 


 Increase preventive care compliance 


 


Solution 


 We began by increasing understanding of the 


Dominion audience through up-front research, 


including member focus groups, executive 


interviews, a communication audit, and a 


segmentation analysis of members and their 


covered dependents. 


 Based on this insight, we created a strategy to 


frame the messaging to reach Dominion’s 


members, who are predominantly male and 


members of the “Not Right Now” market 


segment. 


 The approach was grounded in our previous development of Dominion’s Well On Your Way benefits 


brand and design approach. 


 Our communication solution included a benefits hub, high-impact emails, print materials sent home, 


member meetings, flash media, posters, postcards, enrollment guides, DecisionDirect, pop-up 


messaging, articles on the intranet, and leader and HR support materials. 


 We also worked with StayWell, Dominion’s wellness vendor, and the Aon administration team to 


bring the strategy to life. 


 


Results 


 Increased preventive care compliance by over 80% 


 74% health assessment participation (19% higher than StayWell’s average for the utilities industry) 


 69% screening participation (StayWell average is 43%) 


 25% HDHP participation (up from 13% the previous two years) 
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Case Study 3: 
CVS 


Situation 


CVS decided to introduce an HDHP+HSA option in adding to its existing PPO options. At the same time, CVS 


introduced a surcharge for members who failed to complete both an online health risk questionnaire and a 


health screening. CVS was committed to making this announcement go as smoothly as possible for its 


members. 


 


Goals 


 Achieve total HDHP+HSA enrollment of 8% of the eligible population 


 Significantly increase the percentage of members enrolling actively, even though this wasn’t an 


“active” enrollment 


 In a year of huge change, help members grasp the changes while not overwhelming them 


 Minimize complaints and negative feedback 


 


Campaign 


Since the changes related both to 


medical benefits and the wellness 


program, we rebranded both under 


a single umbrella: Our Plan for 


Health. The multimedia campaign 


included targeted communication 


to the HR audience and managers, 


as well as videos, home mailers, a 


poster, emails, and text 


messages—all designed to help busy CVS 


members understand the changes, their 


benefits, and important next steps. 


 


Results 


CVS is well positioned as it embarks on year two of its three-year change management strategy. 


 The planned communication cascade helped HR staff and managers understand leadership's 


reasons for the changes and empowered them to take ownership of key messages in conversations 


with colleagues 


 Above-target results on HSP enrollment (33% chose the new HDHP+HSA; the target was 8%) 


 90% of members completed a screening and an online health risk questionnaire to avoid the $600 


surcharge. This exceeded CVS’s “stretch” target of 60%. 


 Above-target results achieved for active enrollment—a 40% increase in the percentage of members 


enrolling actively 


 Minimal member noise—call volume was much lower than expected, and service center customer 


satisfaction score was 4.98 out of 6.0 
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3.5.3.4 Employee benefit plans require continual monitoring. Provide your organization’s “plan of action” and a  
detailed list of services you would provide and would categorize as routine. 


List of Services 


 Historical claims experience analysis by major plan segment 


 Historical enrollment analysis, and enrollment mix projections 


 Migration and health risk assessment through Health Intelligence On Demand Reports 


 Medical, pharmacy, disease management, and network plan change analysis 


 Trend analysis and projections by plan 


 Operational and administrative expense analysis (if desired) 


 Employee contribution and employer subsidy analysis and projections (if desired) 


 Development of projected budgets for the coming year (if desired) 


 Quarterly experience analysis and reporting, while we understand you get quarterly utilization 


reports from each of your vendors we would like to assist you in the compilation of data and 


analysis of results 


 Annual incurred, but not paid, claims reserves (quarterly reports can be provided if needed) 


 Annual review and help in negotiation of HMO / fully insured product renewals 


 Annual Health Intelligence on Demand report, with quarterly data files that you can query from as 


desired 


 Monthly Experience Reporting Package– this is not a service currently provided by Aon, but we 


believe it would add value by consolidating financial results by carrier. This would provide a 


premium / budget to claims loss ratio so that that PEBP can keep track of plan performance on an 


on-going basis, not just at renewal. Aon will provide this reporting as part of our base consulting 


fee.  


If PEBP has a specific need, we can also build enhancements into the services listed above. For example, if 


you wish to offer a new health plan design, we will extensively review and analyze enrollment projections, 


potential adverse selection, and impact on trend. Likewise, if claims experience begins to spike, for example, 


we can help dive into the raw data files to help uncover the drivers of the unfavorable experience. As your 


actuary and your consultant, we are here to help and have a vast array of subject matter experts that are 


available for PEBP’s use. 


 


3.5.3.5 Describe what you would consider your consultative role in assisting PEBP with plan design change options. 


We view our role as both advisory and informational as it relates to assisting PEBP with plan design options. 


That is, part of our job is to be responsive, accurate, and timely in direct response to Board and staff 


requests for plan options and pricing. However, an equally important part of our job is to:  


 Advise PEBP on emerging trends and best practices 


 Steer PEBP towards plan designs that are compliant with relevant rules (e.g., H.S.A. compliant plans, 


Affordable Care Act compliance, etc.) 


 Understand and respect PEBP’s environment – this may include the local health care market in 


Nevada, cultural preferences and norms, financial constraints or objectives, and so on. 


 Consider vendor capabilities in our consulting to PEBP 
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3.5.3.6 Define the benefit challenges you would address with PEBP in long range planning. 


We believe you face three major challenges not only due to your size and industry, but also as a result of 


sweeping changes in healthcare delivery.  


Issue 1: 
Maintaining a Sustainable and Affordable Health Care Benefits Plan to 
Attract and Retain Employees 


Where do you see your organization going in the next three to five years? In the post-health care reform 


world, many state and local governments are evaluating how they will continue to sponsor benefits. Some 


private sector companies will even be getting out of the U.S. health care benefits delivery model all together. 


It is important to understand how different models affect and / or complement PEBP’s health care and 


business strategy. 


We believe benefit program advisors should consider how each path aligns with their overall total rewards 


strategy, even if they do not intend to get out of sponsoring health benefits. This allows for a comprehensive 


review of all market options and the potential impact on trend for each option. Employers (including state 


and local governments) are typically aligned directionally with one of these four paths: 


Staying In 


 Trend mitigation—this is a defined benefit approach with minor plan design changes such as narrow 


networks, COEs, etc. This is the approach most organizations have historically taken and requires 


design changes to meet corporate financial objectives. This path could fit with PEBP’s culture, but in 


the long-term, it will continue to yield a 7–9% trend and may prove difficult to get the necessary state 


budgetary funding to avoid pushing more and more of the increased costs on to the employees.  


 House money, house rules—This is a defined benefit approach with a large emphasis on employee 


engagement, incentives, and a focus on requiring employees to take action to achieve better 


benefits, maximum funding, or best coverage. More aggressive health management strategies 


should continue to remain a near-term focus for PEBP in order to achieve short- and long-term cost, 


health, and productivity objectives. Continuing on this path, PEBP would want to evaluate its unique 


workforce and working environment to determine how to best engage and motivate employees in 


their health care. We would help to “make it easy” for PEBP employees. 


 


Getting Out 


 State exchanges—this is a defined contribution approach. It could be an option for employees, 


covered dependents, or both; it could meet your trend objective but it is likely to cause high 


employee dissatisfaction. This approach is likely not a viable path for PEBP given the size of your 


employee population, their compensation, and your culture. This path could have a significant 


negative impact on workforce retention and productivity. 


 Private exchanges—This is a defined contribution approach in which U.S. employers have an 


alternative exchange approach, such as the one developed by Aon which offers a better user 


experience and lower rates. It could also meet trend objectives with moderate employee 


dissatisfaction. Generally, private exchanges work best for employers who are geographically 


diverse. 


We can help you identify the most cost effective solutions while allowing you the opportunity to minimize 


negative key employee impact. Aon’s actuarial solution and health care reform laser model examines current 


coverage, potential future costs, and alternatives for comprehensive health coverage through employer 


sponsored coverage, Medicaid expansion, and state exchanges to help you identify a more balanced 


approach to meeting the obligations of PPACA, while managing the financial impact to your business. 
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Issue 2: 


Health Care Reform (PPACA) 


The following issues are associated with health care reform.  


 Employer Mandate – While suspended, this remains a huge issue when it roars back in 2015. 


Enormous penalties are associated if measurement is done incorrectly and your plans do not meet 


the minimum requirements. 


 Confusion about public options mandated by ACA – This creates enormous uncertainty. 


 Transitional Reinsurance Fees – This creates a significant new cost to PEBP’s self-insured health 


plans. We estimate the cost to be almost $3.0M over the next three years (depending on PEBP 


average contract size). 


 Excise taxes – A non-deductible excise tax on so-called Cadillac plans beginning in 2018. The tax 


applies to plans whose value for single coverage is greater than $10,200, and for family coverage is 


greater than $27,500. Based on recent surveys, average plan costs currently are $6,100 for single 


coverage and $16,700 for family coverage. All it takes to drive costs above the excise tax cap for six 


in ten employers is an eight percent average annual cost increase and without making plan design 


changes, that's what many employers are projecting. For example, a plan in 2018 with single 


coverage costs of $11,200 would exceed the limit by $1,000 and be assessed a tax of $400. If 10,000 


employees were enrolled in the plan, the excise tax would result in a $4 million tax bill. The tax 


would be paid by the employer through increased premiums on an insured plan or a surcharge 


levied by the administrator of a self-funded health plan PEBP would have to either absorb the 


additional tax or pass some, if not all, of the costs back to employees. 


 


Issue 3: 


Employee Health Risk 


Inconsistencies and ineffective best practices plague employers and many overlook the health effects have 


on absence, disability, safety, and workers’ compensation. Most employers are not focusing on all the 


opportunities or health related costs. 


Health behaviors drive severity of risk and chronic conditions. Most employers understand the impacts to 


health costs with an aging population; however, the younger generation of workers is actually entering the 


job with chronic disease due to obesity, physical activity and mental health issues instead of developing 


disease over the course of their employment as they age. A younger workforce does not imply a healthy 


workforce now and in the future. 


 


3.5.3.7 Provide a summary analysis of the trends that relate to the State of Nevada health benefit plan for the next  
three years. Define their cause and impact on funding and benefits. Please include a list of your sources. 


The following table summarizes major trends as we see them: 


Trend Cause Impact Source 


Aging of the workforce; 


declining population 


health 


United States 


demographic trends 


Increasing incidence of 


chronic illness and high 


cost claims 


Aon book of business 


data, Aon Health Care 


Survey 2015 
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Advancement in Specialty 


Medications 


Technological advances; 


increased demand related 


to population health 


Dramatic increases in 


pharmacy costs 


Aon pharmacy practice 


data 


Advent of the Excise Tax Affordable Care Act 


legislation 


40% tax on high cost 


health plans exceeding 


thresholds 


Affordable Care Act 


Lack of appropriate end of 


life care treatment 


Aging population; non-


State retiree groups 


contributing to older 


population; issue with 


end of life care in the 


United States 


Long-term expensive end 


of life inpatient stays 


without timely hospice or 


stay at home options 


Aon book of business 


data 


 


In addition, we are aware of several issues that PEPB should address, including: 


 Shortage of providers in Nevada, particularly in rural areas 


 Non-State retiree adverse selection 


 Challenges created by blending Northern and Southern Nevada HMO rates 


 


3.5.3.8 Can your organization provide PEBP with reporting and direction with issues regarding the Affordable Care  
Act (ACA) and how it impacts the plan? Provide examples of some ACA issues your organization is currently 
reporting on with other clients. 


Yes. The Aon Health & Benefits Legal Group (H&B Legal) consults with employers on compliance regarding 


a wide range of federal and state laws relating to health and welfare plans, including: the Affordable Care Act 


(ACA), the Internal Revenue Code, ERISA, HIPAA, COBRA, the Americans with Disabilities Act, state and 


federal health care reform legislation, and state insurance laws relating to regulation of fully-insured health 


care plans, such as prompt pay and any willing provider legislation.  


Rachel Arnedt of H&B Legal will be an integral member of Aon’s team. She has consulted extensively on the 


ACA reporting requirements with numerous clients. 


 


3.5.3.9 Does your organization provide non-discrimination testing in accordance with IRS Code Sections 105(h),  
125(h) and 129? How would your organization provide this testing on the PEBP plan and describe how 
reporting on the results would be handled.  


Yes. Aon can provide the following health and welfare plan non-discrimination services to PEBP: 


 Collection and review of data needed to support nondiscrimination tests 


 Section 125 cafeteria plan testing including: 


— Eligibility test 


— Contributions and benefits test 


— Key employee concentration test  


 Section 105(h) self-funded health plan testing including: 
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— Eligibility test 


— Benefits test 


 Section 79 group term life insurance testing including: 


— Eligibility test 


— Benefits test 


 Section 129 dependent care assistance plan testing including: 


— Eligibility test 


— Contributions and benefits test 


— More than 5% owners test 


— 55% average benefits test 


 Section 137 adoption assistance plan testing (if applicable) including: 


— Eligibility test 


— Benefits test 


 Section 127 tuition reimbursement plan testing (if applicable) including: 


— Eligibility test 


— Benefits test 


 Preliminary Section 501(c)(9) and Section 505(b) VEBA trust testing for the active employee VEBA 


trust (if applicable) including: 


— Eligibility test 


— Benefits test 


We will provide up to two Section 129 55% average benefits tests, including a preliminary testing result 


which can be used to modify participant elections to support passing, if needed, and a year-end testing 


result which can be used to confirm prior results. 


Our services are performed on a time-and-materials basis and are driven by the following factors: 


 Number and type of tests being run 


 How the plans are designed 


 How targeted groups are defined and identified 


 Level of data needed to perform the tests 


 Data source(s) 


 Whether additional testing is needed using alternate testing strategies  


 Whether corrective action is needed 


Our nondiscrimination testing team is available to meet with you and discuss the scope and fees for any 


health and welfare testing projects. 
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3.5.3.10 What frequency would your organization recommend PEBP conduct non-discrimination testing? 


We recommend as a best practice that clients perform DCFSA testing mid-year and at year-end. Other tests 


need only be performed once per year (typically we perform at mid-year so that if there's a discrimination 


problem with the plan design, there will be sufficient time to respond with a corrective adjustment to the plan 


design to institute for the following year in order to demonstrate good faith compliance). Historically, PEBP 


has conducted non-discrimination testing every other year. 


 


3.5.3.11 Describe your procedures for monitoring work activities associated with PEBP and how you confirm that you  
are working in a consistent manner with PEBP’s expectations. 


Aon has a commitment to high ethical standards—a commitment that has long been an important part of our 


history and culture. This commitment has not just come out of SEC scrutiny, concerns over corporate 


governance, or Sarbanes Oxley. It has been a long-term goal of ours to serve our clients exceptionally well. 


Preserving these standards has never been more important than in today’s competitive and rapidly changing 


business climate. 


Our associates adhere to strict company-wide policies on quality assurance, records retention, code of 


conduct, and data privacy. Aon has a written Statement of Business Ethics, as well as documentation on 


what our employees’ accountabilities are for upholding these ethics at Aon. Each employee must attest to 


the following “Our Code of Conduct,” which states that when we serve our clients: 


 We represent our products and services accurately. 


 We provide solutions that are in our clients’ best interests and deliver what we promise. 


 We do not compromise our ethics on behalf of, or at the request of, our clients. 


 We maximize the value of our services for our clients and for Aon. 


Aon has a number of procedures in place to ensure that we deliver the highest quality work to our clients—


both on a day-to-day basis and with respect to financial projections and reporting.  


First, Aon’s health and benefits practice develops and maintains uniform standards for work processes and 


outputs (e.g., financial analysis and reporting, carrier / health plan RFPs, negotiations, etc.). These standards 


are updated annually and as special needs arise.  


Second, we require senior staff to review all critical client work performed by junior consultants and 


actuaries.  


Finally, our training program ensures that all consultants are comfortable using Aon’s extensive array of 


health and benefits support tools.  


In addition, as an organization, we are committed to streamlining work processes and putting standardized 


workflows in place. A couple of examples of this are standardized data processing, modeling tools, and 


actuarial assumptions. Aon has well-defined processes and standards that all consultants must follow to 


ensure that our clients receive the highest quality results.  


Because of the magnitude of annual health care expenses, accurate and timely financial analyses and 


reporting is critical. Consequently, we take special precaution in this arena:  


 Aon uses actuaries to conduct all work involving cost estimates, pricing, and any type of predictive 


modeling. We believe that the specialized training required of actuaries makes them uniquely 


qualified to perform the complex mathematical modeling that health care finances require. 
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 Before analyzing any data from outside sources, our actuaries and technical consultants review the 


data and perform a series of reasonableness checks to make sure we are starting our analyses from 


a mathematically sound position. 


 Wherever possible, we use financial support tools, such as Aon’s Actuarial Pricing Model and Aon’s 


Plan Design Relative Value Models, to ensure consistency across financial outputs.  


In addition, the actuarial profession has a Code of Professional Conduct with which every practicing actuary 


must comply. The Code covers a variety of areas including professional integrity, qualification standards, 


and standards of practice. To help our actuarial consultants provide qualified advice to clients we offer 


training sessions on technical topics, which all of our actuaries are expected to attend. 


Quality Control Program 


Our actuaries follow a stringent set of guidelines in order to ensure error-free actuarial work. The additional 


procedures and standards we have set up to ensure consistency and high quality include: 


 An Actuarial Standards Committee which sets general policy with regard to our actuarial work 


 Senior actuaries assigned to each client team to provide both technical second opinions and 


multiple viewpoints that are incorporated into all work 


 Coordination of senior actuarial team schedules to ensure that PEBP can always access a senior 


actuarial consultant 


 State-of-the-art computer hardware and software which are used throughout the firm to provide 


consistency in standards and procedures 


 All actuarial data is secured in our systems and can only be accessed by the associates designated 


to be part of the client team 


 Two levels of peer review for all work products 


Throughout our history, Aon has built its reputation on delivering on our promises. Everything we do is 


focused on our commitment to quality. 


 


3.5.3.12 Does your organization publish a nationally recognized survey regarding employer’s health benefits? If yes,  
please provide a copy of the most recent publication as an attachment to your proposal. 


Yes. Our surveys have become industry standards for gathering directional data about cost trends, strategy, 


and design features of employer provided health care and other benefits. We will use the results of these 


surveys to give PEBP perspective on what employers are currently doing and what they are planning in 


broad and specific areas of health care—to craft your strategy and multi-year roadmap. In addition, we are 


able to filter these results by industry type, and provide industry-specific perspective. The key surveys we 


will utilize on PEBP’s behalf include: 


 Annual Health Care Survey– More than 1,000 organizations participated in our 2015 Health Care 


Survey, sharing their current strategies and tactics as well as what they hope to implement in the 


future. Our survey report assessed three emerging themes: 


— Reshaping how employers sponsor health to drive defined commitment (for example, via 


private health care exchanges, setting fixed dollar contributions, and using incentives) 


— Restructuring health cost, provider and clinical strategies to mitigate cost trends 


— Delivering an employee experience that improves health and performance 


 Annual Retiree Health Care Survey – Aon conducts an annual survey to understand plan sponsors’ 


current thinking and future expectations with respect to U.S. retiree health care strategies, The 
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survey specifically focuses on plan sponsors that offer health care benefits to retirees and their 


families and their current and expected ongoing strategies related to the retiree health care aspects 


of federal health care reform. 


 Consumer Mindset Survey – Aon has partnered with the National Business Group on Health and The 


Futures Company to conduct The Consumer Health Mindset study. This study examines 


perspectives, attitudes, and behaviors that employees and dependents hold toward health and 


health care as they interact with their employer-sponsored health plans and wellness programs. 


Please see Appendix 3 for samples. 


 


3.5.3.13 Describe the services, reporting and follow up offered by your organization when conducting compliance  
reviews. Please see PEBP’s 2014 Compliance Review and Associated Work Order, Attachment K. 


Aon is prepared to undertake a biennial compliance review of the PEBP pursuant to Nevada Revised Statute 


(“NRS”) 287.0425(2)(b) to determine whether the PEBP complies with federal and state laws relating to taxes 


and employee benefits. Aon will perform the review of plan documents provided by PEBP and administration 


processes to verify that procedures have been implemented to enable the PEBP to comply with applicable 


federal and state laws.  


Aon’s compliance review would be based on documents received, statutes, and regulations as existing and 


in effect during the Review Period. We would request certain documents and ask PEBP staff members’ 


specific questions relevant to PEBP during the Review Period 


Our review would not attempt to verify actual administration of the PEBP through sampling techniques, 


discussions with third party vendors / administrators, claims audit and the review would not consider issues 


related to payroll practices, workers’ compensation, unemployment compensation, classification of 


employees, or other non-benefits-related aspects of any federal or state law. 


Aon would present one or more drafts and a final report outlining the results of the review and summarizing 


Aon’s findings and recommendations to address certain document compliance issues that we have 


identified. The review would be conducted by Rachel Arnedt and other members of the H&B Legal. 


 


3.5.3.14 Is your organization capable of conducting transactional testing on PEBP operations in accordance with  
NRS 287.0425? 


Yes. Note that Aon does not engage in the practice of law, and the consulting advice we provide is not, and 


is not intended to be, legal advice. Any consulting advice Aon provides is intended to assist PEBP in 


determining how best to comply with applicable requirements relating to the PEBP’s compliance with federal 


and state laws. 
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3.5.4  HIPAA Training 


PEBP requires that its Actuary Consultant provide annual HIPAA training to both its staff and the PEBP Board.  


3.5.4.1 Does your organization provide HIPAA training to existing clients? 


Yes. Members of the Aon Health & Benefits Legal Group (H&B Legal) regularly consult with employers on all 


aspects of compliance with HIPAA. These consulting services include training members of the employer’s 


workforce and Board members who have access to protected health information. 


 


3.5.4.2 Does your organization have experience providing HIPAA training to Boards or Commissions? The HIPAA  
training presentation and the associated work order for the 2015 training are provided as HIPAA Training 
Presentation and Work Order, Attachment L. 


Yes. H&B Legal consultants design and present training materials to various groups within client 


organizations. Materials are generally distributed to the covered entity’s benefit staff, HR IT personnel, and 


managers such as Boards and Commissions. The training materials generally cover key concepts of the 


HIPAA Privacy Rule, the HIPAA Data Security Rule, and the HITECH Act. The training materials present key 


concepts such as identifying covered entities and protected health information, permissible access, uses, 


and disclosures of protected health information, individual rights under HIPAA, and HIPAA administrative 


requirements.  


The various groups may have different levels of access and different training needs. For example benefit 


staff generally needs a deeper understanding of best practices, while a Board or Commission needs a higher 


level of understanding with emphasis on its particular role. IT personnel generally need a deeper emphasis 


on the data security requirements for electronic protected health information. Therefore, when engaged to 


present training to more than one group, Aon generally prepares different training materials for each group. 


 


3.5.4.3 Who is your organization proposing would provide HIPAA training to PEBP staff and the PEBP Board? 
What are their qualifications? 


Alison L. Schaap and / or other members of H&B Legal will be available to conduct the training sessions. 


Alison assists employers and their legal counsel on a wide range of Internal Revenue Code and HIPAA 


issues affecting the design, administration, and delivery of employer-provided health care plans and other 


welfare benefit programs. Alison supports Aon’s outsourcing and consulting practices. She works with 


employers and their legal counsel on Affordable Care Act, Internal Revenue Code, COBRA, and HIPAA 


compliance issues affecting the design, administration, and delivery of employer-provided health care plans 


and other welfare benefit programs. She consults with employers on HIPAA administrative simplification 


standards compliance, specifically the HIPAA Privacy Rule and Breach Notification Standards. Alison 


reviews and edits annual enrollment materials and HIPAA notifications for compliance with federal laws and 


regulations related to employee benefit plans; she also amends drafts, and reviews welfare plan documents 


and amendments. 
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3.5.5  Customer Service  


3.5.5.1 Provide a detailed description of the routine support services your organization will provide. 


Aon will assist PEBP in developing and maintaining a cost-effective benefits program that balances your 


needs with your employees’ needs, through the delivery of recurring services (budgeting, renewal rate 


negotiation, vendor management) and ad hoc services (legal and compliance support, special 


communication materials). 


 Strategy & Design: strategy development, annual planning, benchmarking, plan design alternatives, 


employee engagement, wellness & clinical strategy 


 Financial / Actuarial: claims monitoring & data analytics, plan design modeling, contribution 


modeling, pricing & projections, funding & underwriting analysis, RDS attestations 


 Vendor Selection: online RFPs / renewals, discount analysis, network analysis, vendor negotiations 


as directed by PEBP staff 


 Compliance / Legal: Compliance Dashboard, technical screening of DOL & IRS regulations, 


discrimination rules & testing 


 Vendor Management: Vendor performance management, performance measurement, day-to-day 


plan management support, annual service provider integration meeting 


 Communication: pre-enrollment announcements, enrollment guide, enrollment reminder, open 


enrollment support as directed and as needed 


 Regular attendance at PEBP Board meetings 


 Bi-weekly check-in calls with PEBP staff to determine project status and provide feedback 


 Preparation of Board materials as appropriate 


 


3.5.5.2 What is your organization’s customer service philosophy and how would you rank it in order of priority when  
compared to the other aspects of your responsibilities as an actuary and as a consultant? 


The core cultural tenet of Aon is our passion for our clients and for the work we do for them. This single trait 


is noted as the central reason for our success in the marketplace and in the workplace. In terms of order of 


priority, we would place excellent customer service, accuracy, value, and transparency as equally important 


in our responsibilities to PEBP. 


Throughout Aon is a foundation of traditional values that support our culture. Those values are summarized 


as follows: 


 People—we treat one another, our clients, participants, business partners, and suppliers with 


respect and dignity. We build positive relationships through open communication, and by sharing 


and valuing diverse perspectives. 


 Excellence—we share the responsibility to deliver solutions to our clients that demonstrate quality, 


reliability, and innovation. We achieve excellence in what we do through personal initiative and 


continuous development of skills and knowledge.  


 Collaboration / Teamwork—teamwork unites our unique talents to serve our clients and their people 


exceptionally well. We unify individual ideas and contributions into a greater result benefiting 


clients, other employees, our company, our business partners, and our service providers.  


 Integrity—ethical behavior, honesty, and integrity are fundamental characteristics of our conduct in 


all aspects of our work.  
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We put our vision and values to work for our clients through the Aon Client Promise® 


Developed and launched globally in 2009, the Aon Client Promise® is the industry’s only globally uniform, 


needs-based methodology for serving clients. Aon Client Promise® represents our commitment to 


understanding and addressing your unique business and risk management objectives through discovery, a 


consistent methodology, and support of your client needs. 


The Client Promise process begins with a Discovery meeting between the account executive and PEBP. This 


meeting allows Aon to gain a deeper understanding of your business goals, objectives and key priorities for 


the upcoming year. Aon will use the information from Discovery to develop recommendations that meet 


PEBP‘s most important needs. These discussions are captured in a Client Promise Plan, which formalizes 


strategies that address your top priorities.  


Throughout the year, your account executive will refer to this plan to ensure that the account team is 


providing service that complements your ongoing risk management strategy and objectives. Your service 


team is familiar with the wide range of resources available throughout Aon and they will introduce you to the 


resources that will help you meet your goals.  


As part of the Client Promise process (our methodology for serving clients), your account executive will sit 


down with you on an annual basis to present our Client Stewardship Report with the objective of reviewing 


the past year’s activities, performance, accomplishments, revisiting your strategies, objectives, and 


determining the following year’s priorities and opportunities. This is the opportune time to reflect on the 


things that did and did not work well. Once established, we can develop an improvement plan with specific 


action items. We aim to do this across the entire spectrum of services that we provide to PEBP. The team 


leads from the various project teams will also attend this meeting. It has also been our experience that 


conducting a stewardship meeting after the completion of key projects to debrief, reflect, and receive 


feedback is a great process to improve service delivery. These meetings will typically be a half to full day 


session. 


 


3.5.5.3 Please provide an organizational chart of your organization’s proposed consulting management team for  
PEBP: 


A. Identify staff that would be responsible for managing the PEBP account; 


B. List names, title, and business address; 


 C. List credentials and describe their experience related to this type of service; 


D. Indicate where each team member’s office is located; 


E. Indicate the number of other accounts which each team member is responsible; 


F. How is PEBP notified of changes in the account team staffing and what is your organization’s approach to  
gaining PEBP’s acceptance of such changes? And 


G. Please describe your organization’s business days and hours. Please include any holidays that your  
organization recognizes. 
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The staff responsible for managing the PEBP account is illustrated in the org chart below. 


 


 


  


State of Nevada 


Subject Matter Experts 


Dr. Michael Cryer 


Clinical and 


Data Consultant 


Houston, TX 


Kevin DeStefino 


Pharmacy Consultant 


Phoenix, AZ 


Dave Mallett 


HIOD Architect 


Chicago, IL 


Alison L. Schaap 


HIPAA Legal 


Consultant 


Lincolnshire, IL 


Kirby Bosley 


Account Executive / 


Lead Consultant 


Los Angeles, CA 


Stephanie Messier 


Senior Actuary 


Denver, CO 


Tim Nimmer 


Executive Sponsor 


Denver, CO 


Kirby Bosley 


Legal Consultant 


Norwalk, CT 
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Name & Title 
Business 


Address 
Credentials / Related Exp. Office Loc. 


No. of 


other 


accounts 


Tim Nimmer – 


Executive Sponsor;  


1900 16th 


Street 


Denver, CO 


80202 


 22 years of consulting and 


industry experience with a heavy 


emphasis in actuarial disciplines 


related to the health care industry 


 Fellow of the Society of Actuaries 


and a Member of the American 


Academy of Actuaries, 2000 


Denver 2 


Stephanie Messier – 


Lead Actuary;  


1900 16th 


Street 


Denver, CO 


80202 


 14 years of actuarial experience in 


pricing, product development, and 


reserving for medical and 


pharmacy products, as well as 


data warehousing and client 


reporting 


 Associate in the Society of 


Actuaries and a Member of the 


Academy of Actuaries  


Denver 4 


Kirby Bosley – 


Account Executive / 


Lead Consultant;  


707 Wilshire 


Blvd 


Los Angeles, 


CA 90017 


 Over 30 years of experience 


 Provides consulting to large, 


complex employers, the public 


sector, hospitals, and law firms 


Los  Angeles 3 


Dr. Michael Cryer – 


Clinical and Data 


Consultant;  


5555 San 


Felipe 


Houston, TX 


77056 


 Over 30 years of experience 


 Works with large clients to develop 


and implement data warehousing 


and regular medical and health 


plan reporting to monitor both 


preventive and acute health care 


activities and costs 


 Board Certified Family Physician 


Houston  Dr. Cryer 


is a 


national 


resource, 


and as 


such, 


touches 


many 


clients 


across the 


country 


during a 


given year 


Kevin DeStefino – 


Pharmacy 


Consultant;  


Phoenix, AZ 
 Senior Pharmacy Consultant with 


35 years of related experience 


 Registered Pharmacist 


Phoenix 35 
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Name & Title 
Business 


Address 
Credentials / Related Exp. Office Loc. 


No. of 


other 


accounts 


Dave Mallett – HIOD;  Hartford, CT 
 18+ years of demonstrated 


accomplishment within the 


integrated health analytics and 


measurement arena 


 Professional designations of 


Health Insurance Associate (HIA) 


and Managed Healthcare 


Professional (MHP) through the 


Health Insurance Association of 


America (HIAA) 


Chicago 6-8 per 


month 


Rachel Arnedt – 


Legal Consultant 


45 Glover Ave 


Norwalk, CT 


068501203 


 18 years of experience 


 Consults with clients on plan 


design, compliance, and 


communications, with a 


concentration in ERISA and the 


Patient Protection and Affordable 


Care Act 


Norwalk 25 


Alison L. Schaap – 


HIPAA Legal 


Consultant 


4 Overlook 


Point , 


Lincolnshire, 


IL 60069 


 17 years of experience 


 Assists employers and their legal 


counsel on a wide range of Internal 


Revenue Code, ERISA, and HIPAA 


issues affecting the design, 


administration, and delivery of 


employer-provided health care 


plans and other welfare benefit 


programs 


Lincolnshire Alison is a 


national 


resource, 


and as 


such, 


touches 


many 


clients 


across the 


country 


during a 


given year 


 


Changes in Account Team Staffing  


We recognize that continuity is an important factor to ensure consistency, historical perspective, and a 


collaborative partnership. We have designated a team for PEBP with this in mind. While at times it is 


impossible to predict departures or promotions, we will make every effort to ensure that the key personnel 


remain on the account. Furthermore, PEBP will have the ultimate decision-making authority regarding 


resources designated for your account.   


In the event of a team member departure or promotion, we have numerous resources available to assume 


responsibility on the client team and ensure seamless continuity of service. We will work with you to survey 


the options available and assign only those Aon team members that you concur fit with the needs and 


expectations for program delivery from that point forward. 
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Business Hours and Holidays 


Our standard hours are 8am -5pm PST, although PEBP’s core team is monitoring email well beyond these 


hours. In addition, your team has made available to PEBP their cell phone numbers, and understands that 


you may need to reach out beyond traditional working hours.  


Aon observes the following holidays: 


 New Year’s Day: Friday, January 1, 2016 


 Memorial Day: Monday, May 30, 2016 


 Independence Day: Monday, July 4, 2016 


 Labor Day: Monday, September 5, 2016 


 Thanksgiving Day: Thursday, November 24, 2016 


 Christmas Day: Monday, December 26, 2016 
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3.5.6  Reporting 


3.5.6.1 Please provide a detailed description of the census, eligibility and other reports your organization would  
require from PEBP or PEBP vendors. Explain the purpose of each report and how it relates to the end 
product that will be presented to PEBP. 


Data needed from PEBP and PEBP’s vendors for routine pricing work: 


 Medical, prescription drug, dental, vision, and other relevant claims and utilization data split by 


relevant subgroups such as state and non-state, northern and southern Nevada zip codes, active, 


pre-65 retiree, and post-65 retiree, service category, etc. 


 Monthly enrollment from medical, prescription drug, dental, vision and other carriers with data split 


out the same as the claims data 


 Census and eligibility files as of given dates with data split out the same as the claims data 


 


Purpose 


These reports collectively serve the following purposes: 


 Underwriting and rate making 


 Trend analysis 


 Experience monitoring 


 Reserving – IBNR claim reserve, catastrophic reserves, etc. 


 Strategic planning – Cost savings analysis, plan design considerations, benchmarking, etc. 


 Budgeting and other projections 


 


For GASB work, we need the following two detailed census files: 


Active Data 


 Unique identifier (SSN) 


 Date of Birth 


 PEBP Date of Hire 


 Agency Date of Hire 


 Employee Type 


— Police / Fire 


— Regular 


— University 


 Gender 


 Salary 


 Spouse Date of Birth 


 Spouse Gender 
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 Status (Active) 


 Agency Years of Service 


 State / Non State indicator 


 


Retiree Data 


 Unique identifier (SSN) 


 Date of Birth 


 Gender 


 Spouse Date of Birth 


 Spouse Gender 


 Retiree Type 


— Regular 


— University 


 Medical / Rx / HRA Plan Election 


 State / Non State indicator 


 Reinstated Indicator 


 PEBP Years of Service 


 Status 


— Disabled Retiree 


— Survivor 


— Terminated Vested 


— Retired 


 Tier Medical Plan Option 


— Single 


— Single + Spouse 


— Family 


 Agency Years of Service 


 Retired prior to 1/1/94 Indicator 


 Medicare Eligibility indicator 


 Year of Retirement 
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For Non-Discrimination Testing, our legal team requires the following: 


Population  


 Please include all NV PEBP employees who were "actively at work" at any time during 2014, 


including employees who are ineligible for health coverage and employees who may currently have 


an inactive employment status.  


— Example 1: Employee was hired in 2013, and terminated on 1/20/2014 – include in the 


census because the person was actively at work during the first 3 weeks of January 


— Example 2: Employee went on disability in November 2013 and terminated on 3/9/2014 – do 


not include in the census because the person was never actively at work at any point in 


2014 


— Example 3: Employee terminated in June 2013 and was rehired on 3/12/2014 – include in the 


census because the person was actively at work since mid-March 


 Please include all employees of the organization, whether or not they are benefit eligible and 


whether or not they belong to a union. This includes all employees of any affiliated organizations a 


significant portion of which is controlled by or with NV PEBP. 


 Please provide only one record per employee, with the most recent information available. 


 


Data Elements Requested 


 Employee Identification Number (SSN) 


— Since we may have to collect data from different sources, we need a unique identifier to link 


each record together. 


 Employee Name (optional) 


— Name can be full name in one column or separated into first name, last name. 


 Eligibility Indicator (TBD) 


— From the data elements provided, we need to be able to group employees together who 


have access to the same benefits, cost share and waiting period and the same eligibility 


criteria.  


— If the system housing the data reverts to "n/a" or "not eligible" when an employee 


terminates, then we need to know what the employee's eligibility status was when they were 


last active. 


— Would need an indicator identifying any full time employees (those with 80 hours per 


month) 


— If temporary / seasonal employees are not eligible, would need a regular / temp indicator 


— Need an indicator to identify PEBP (state) employees and NSHE (university) employees 


 Employment Status (i.e., active, terminated) 


— This data is needed to determine whether we will use the goal amount (for active 


employees) or contributions to date (for terminated employees) to perform the 55% average 


benefit test for the dependent care FSA. This data is discussed in more detail below. 


  







Response to Request for Proposal: 3211 for Actuary and Consulting Services 
Part I A – Technical Proposal 


State of Nevada | December 18, 2015 


 
 


48 


 Employee’s Date of Birth (MM/DD/CCYY format) 


— This data point is used to determine the group of excludable employees who are less than 


age 21 as of the end of the calendar / plan year for the dependent care FSA; and age 25 for 


self-funded health plans including HRAs and health FSAs. 


 Employee’s Original Date of Hire (MM/DD/CCYY format) 


— This data point is needed to determine the group of excludable employees who have less 


than one year of service for the dependent care FSA and less than three years of service for 


the self-funded health plans including HRAs and health FSAs. 


 Employee’s Date of Rehire, if applicable (MM/DD/CCYY format) 


— This data point is also needed to determine the group of excludable employees who have 


less than one year of service for the dependent care FSA and less than three years of 


service for the self-funded health plans including HRAs and health FSAs. 


 Employee’s Date of Termination, if applicable (MM/DD/CCYY format) 


— This data is used to confirm the census testing population and is helpful in clarifying data 


gaps. 


— Please note the census should not include employees who terminated prior to the start of 


the plan year being tested unless they were subsequently rehired during the year.  


 Full-time / Part-time Indicator – discussed above 


— This data is needed to identify certain excludable employees for the purposes of the self-


funded health plan testing.  


 Regular / Temporary Indicator (including seasonal employees) – discussed above 


— This data is needed to identify certain excludable employees for the purposes of the self-


funded health plan testing.  


• Regularly Scheduled Weekly Hours (optional) 


— This data is needed to identify certain excludable employees for the purposes of the self-


funded health plan testing; and may be used to classify employees into distinct eligibility 


groups. 


 Current Year (2014) Compensation (optional) 


 This data is used to identify the group of excludable employees who have less than $25,000 of 


compensation in the current plan year for dependent care FSA testing. For this purpose, current 


year base salary is sufficient.  
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Data Typically Collected from Unique Sources 


The following data is typically collected directly from unique sources, e.g., the dependent care FSA data is 


best if collected directly from the FSA vendor while the Section 415 Pay is often collected through the client's 


retirement administrator.  


 Prior Year (2013) Section 415 Compensation – we would use 2013 s415 pay because 2014 pay is not 


yet compiled. Would be same pay definition used for testing the retirement plan.  


— This is needed to determine Non-Highly Compensated Employees (NHCEs) and Highly 


Compensated Employees (HCEs). 


— There are several ways to determine compensation for purposes of Code Section 415. The 


most common (and probably the easiest) is to use the employee’s W-2 pay (as reflected in 


Box 1), plus 401(k), 125, 132(f), and 403(b) elective deferrals. [Note that HCEs should be 


determined in a consistent way for all nondiscrimination tests, so you may want to check 


with your 401(k) vendor to determine what definition of compensation is being used for 


401(k) testing purposes.] 


— Since H&W testing must use the same definition of compensation as the organization uses 


for retirement plan testing, we need to know if NV PEBP maintains a retirement plan that 


must be tested annually. Many of our clients have converted to safe harbor 401(k) plans that 


only require coverage testing every 3 years, and do not require ADP or ACP testing. If NV 


PEBP maintains a retirement plan that requires annual testing, we can leverage that pay 


information for our testing. If not, the Section 415 pay needs to be manually assembled. 


— If this data file is provided as a separate list, please include the same Employee 


Identification Number (SSN) that is provided in the census file so we can match the records 


in both files. 


 Current Plan Year Dependent Care Contribution Data 


— This information is typically provided by the FSA vendor. – HealthScope Benefits 


— The 55% average benefits test that applies to dependent care FSAs is a utilization-based 


test, so technically employers are required to perform testing based on the amount 


employees have been reimbursed. However, employers will not have this data until well 


after the close of the plan year—which is too late to perform the test. Instead, we use goal 


amounts for active employees and year-to-date contributions for employees who terminate 


during the year; because employees rarely change their dependent care FSA election in the 


middle of the year; and forfeitures are generally very low. 


— If this list is provided separately, the following data elements are needed: 


 Employee Identification Number (SSN, or the same ID that was provided in the 


census file) 


 Current Plan Year Dependent Care Goal Amount (annual election) 


 Current Plan Year Dependent Care YTD Contribution Amount 


 


3.5.6.2 Please describe and list all standard reports and provide examples of each. Copies of reports should be  
provided as an attachment to your organization’s proposal. 


Currently, Aon provides IBNP reporting, trend analysis reports, non-discrimination testing reports, legal 


compliance reports, Health Intelligence on Demand reports, and others as requested , We are also including 


in our proposal our  Experience Monitoring Reporting package (EMR), which is customized to PEBP’s 


specifications, is delivered, and then reviewed monthly.  
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The EMR provides feedback on how your plan performance is emerging relative to budget expectations and 


industry trend benchmarks.  


The report is into the sections referenced below: 


 Executive Summary—An overview of the full array of data findings and analysis 


 Rate Adequacy Analysis—A 24-month running total of paid claims by plan, incurred claims, 


premiums, and loss ratios, and a year-end projection 


 Plan Performance Analysis—A comparison of the financial performance of your plans  


 Rate Action Analysis—A rate projection for the upcoming year compared against the final rate action 


implemented 


 Incurred But Not Reported (IBNR) Analysis—A detailed analysis of the true claim lag triangle reports 


provided by the claims administrators 


 Experience Detail 


Please see Appendix 4 for sample reports. 


 


3.5.6.3 Are your organization’s reports available to PEBP staff on-line and / or via web access? 


Our reports have not historically been provided on-line or by web access, but this is a capability we have and 


could implement for PEBP upon request. 


 


3.5.6.4 Please describe the process for requesting custom and / or ad hoc reports and list the turnaround time for  
each. 


Your account manager will provide support for ad hoc queries. Turnaround time is dependent upon the 


request. 


 


3.5.6.5 What software product(s) are used to produce standard and ad hoc reports? 


Aon uses SQL Server, SAS / WPS, Excel and Microsoft-based office suite of products in our work for PEBP. 


 


3.5.6.6 Do you subcontract any reporting activities? 


No 
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3.5.6.7 PEBP’s current actuary consultant provides additional reporting based on a tool called HIOD (Health  
Information on Demand). PEBP’s actuary consulting firm receives data from the third party administrator 
(TPA), eligibility and enrollment data, the pharmacy benefit manager (PBM) and HMO providers. A copy of 
the report provided to the PEBP Board introducing HIOD is provided as The Report to PEBP Introducing 
HIOD, Attachment M. Does your organization provide a reporting tool that would provide PEBP with similar 


data? 


Aon provides the HIOD tool. Our Health Intelligence on Demand (HIOD) approach to data informatics 


integrates multiple data sources to create a dynamic baseline of PEBP‘s health, risk, productivity, and 


wellness experience. This approach can be leveraged to influence strategy and program design. It serves as 


a decision-making tool, and establishes a benchmark for future program evaluation. 


HIOD is typically conducted annually to evaluate and compare trends over a full benefit cycle. This allows us 


to see the impact of program design and benefit structure on cost and risk. We have historically provided the 


HIOD to PEBP on a quarterly basis. We look forward to discussing the HIOD delivery schedule in the context 


of PEBP’s overall reporting needs to determine how best to meet PEBP’s objectives while applying 


resources effectively.  


 


3.5.6.8 Provide as an attachment to your organization’s response a copy of reporting that would be comparable to  
PEBP’s current HIOD reporting. 


N/A 
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3.5.7 Vendor Transition Requirements 


3.5.7.1 Should your organization be selected as the new vendor and are not the incumbent, please provide a  
detailed transition plan of all activities required to begin work on the PEBP account. 


N/A 


 


3.5.7.2 Please describe your organization’s transition plan in detail, should the contract expire or terminate. Please  
include a transition schedule, examples of written communications, and a flow chart summarizing the 
process. 


Should PEBP choose to retain another consultant, Aon will provide all information requested. We work in a 


professional and collaborative manner to ensure a thorough and seamless transition of services. 


Aon will partner with PEBP to discuss strategy, and determine roles and responsibilities. Aon will provide 


data requested including any information that we (PEBP and Aon\) feel is pertinent to a smooth transition. 


We will refine the project plan once key deliverables and prioritization are clarified. 


Since we do not communicate directly with PEBP employees, we do not have samples to provide. 


 


3.5.7.3 Is your organization willing to work in partnership with PEBP to ensure a smooth and effective transition from  
one vendor to another should the contract expire and / or terminate? What guarantees, are you willing to 
provide to ensure this? 


Yes, Aon is willing to work in partnership with PEBP to ensure a smooth and effective transition from Aon to 


another vendor. We are willing to develop performance guarantees that ensure a smooth transition, although 


we obviously hope that will not be necessary. We are confident that we can reach agreement with PEBP on 


performance guarantees if PEBP decides to transition to another consultant / actuary. We would be 


agreeable to guarantees on timeliness, access to our consulting team, and other factors as desired by PEBP. 


 


3.5.7.4 Please describe any issues and / or problems your organization has encountered in the past related to this  
kind of transition, and explain how they were managed. 


Transitions between consulting firms tend to go well – as PEBP’s incumbent consultant, we are reluctant to 


tell you! Normally, data the new firm requires can be obtained from the client or their carriers. All top tier-


consulting firms work collaboratively on transitions. 


 


3.5.7.5 What does your organization view as the most important issue during this type of transition? 


N/A 
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3.5.8 Disaster Recovery Plan 


3.5.8.1 Your organization is required to submit with the proposal a disaster recovery plan in the event of a major  
disaster that disables most or all of your processing capabilities for the PEBP. A major disaster includes, but 
is not limited to: 


A. A hardware system failure / collapse; 


B. A software system failure / collapse; 


C. Any natural disaster; and  


D. Total loss of electrical / backup power. 


Please see Appendix 5. 


 


3.5.8.2 Please explain the anticipated time frames to restore normal operations once the disaster situation has been  
resolved. 


Recovery time objectives are varied and range from 24 to 72 hours.   


We perform a business impact analysis during the planning at each site. Each business practice is required 


to determine how much downtime they can tolerate before it begins to affect the business. Various 


thresholds (vital, critical, essential, and value-added) are then applied to the tolerance. This establishes the 


recovery time objective (RTO). Our business practice groups then determine how much data loss they can 


accept and, in partnering with the technology group, establish a recovery point to meet that requirement. 


 


3.5.8.3 How often is your disaster recovery plan reviewed and / or updated? 


Annually 


 


3.5.8.4 Describe in detail how the plan will be customized to meet the needs of PEBP. 


As a service provider, we implement our programs in such a way that we meet all our clients’ needs. We are 


open to discussions with PEBP on any particular customization you might require. 
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3.5.8.5 Please provide with your proposal, your plan for regularly scheduled backups for PEBP data for the day-to- 
day computer-related processing operations and where the backups will be stored. 


Aon protects the integrity of the data by using our dual data-center infrastructure, with a backup / recovery 


program that is designed to support both operational and disaster recovery. Aon maintains Tier 1 data 


centers that are connected by dedicated high-speed Wide Area Networks (WAN). The sites are 


geographically diverse and the Aon WANs have built-in redundancy, diverse routing and back-up network 


access enabling alternate connectivity from critical locations.  


All on-line disk facilities are configured with real-time remote disk mirroring between the primary and 


alternate data center. Database transaction logs are simultaneously written to both locations. All application 


data files and operational software are backed up daily, with tape backups done nightly and stored within the 


tape library themselves at the alternate data center. The retention period means that at least two copies of all 


critical files are stored on backup media. 


The database administration units verify that nightly backups and / or recovery points are in place for each 


production database. Backups for non-production databases on all other systems take place once per week 


or as arranged with the application team. 


Aon or specialist off-site storage vendors maintain inventories of back-ups and maintain processes to 


ensure swift authorized release and delivery of the back-ups to the recovery location required. Aon maintains 


alternative contacts who can recall back-ups if primary contacts are not available. 
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3.5.9  Privacy and Security 


3.5.9.1 Confirm that your organization certifies that it is in full compliance with Health Insurance Portability  
Accountability Act (HIPAA) regulation's protecting the privacy and security of individually identifiable health 
information. 


Aon meets all HIPAA requirements and regulations as they are applicable to Aon. When providing services to 


benefit plans covered under HIPAA, Aon complies with HIPAA rules and standards for security and privacy, 


as well as file transmission as applicable.  


Aon employees are briefed on security policies during their orientation and all participate in HIPAA-


compliance training. Training is delivered and tested online. All Aon colleagues are required to complete a 


training program focused on HIPAA privacy and security regulations as well as other compliance related 


issues. The training program features: 


 Lessons about privacy and security concepts; 


 Information about protected health information uses and disclosures; 


 Details about patient rights; 


 Reviews of transaction code sets; and  


 A review of HIPAA privacy and security for business associates.  


Please note Aon does not use any software to collect personal information other than that required to 


perform the services for which we are retained. We continually evaluate services that we provide to 


determine the nature and scope of personal information that we may collect, use, or disclose. We also 


continually review safeguards and processes that address the security and privacy of personal information. 


For example, we require that authenticators be entered or verified before we permit access to confidential 


information. In addition to a global Privacy Policy that addresses Aon’s commitment to the protection of 


personal information, including any protected health information we might hold, we also have a global 


Security Policy for our benefits outsourcing and delivery services that addresses our confidentiality and 


security practices, deviations from these practices and the consequences of violating these practices. 


Further, violations of our Privacy and Security Policies are violations of Aon’s Code of Conduct, a violation 


of which can result in disciplinary action up to and including separation from the firm.  


Aon has also established a Privacy Committee to address issues of security and privacy within the firm. 


Additionally, Aon has instituted a mandatory global privacy training program to augment Aon’s security 


training which exists on a line of business basis. 


Aon recognizes that it has new obligations as a business associate under HITECH and, accordingly, has 


taken numerous steps to meet those obligations. Such actions include, among others: 


 Created enterprise-wide compliance project led by the Privacy Office 


 Formed Task Force with leaders from across the business (e.g., Outsourcing, Consulting, IT) 


 Conducted gap analysis 


 HIPAA Policies and procedures rolled out 


 HIPAA training for all colleagues in U.S., Puerto Rico, and India who handle or who have access to 


PHI 


 Reviewed and updated Breach notification response process for HITECH requirements 


 Amended Business Associate Agreements 
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With respect to the HIPAA HITECH Security Breach Notification Rule, as a business associate of our client’s 


group health plan (the Covered Entity), Aon recognizes and will fulfill our obligations under the data breach 


rules. As such, Aon will provide a report to PEBP’s group health plan when we become aware of a breach of 


Protected Health Information in our possession. The report will include the information required by HITECH 


including a description of the breach, the date of the breach, the date of discovery of the breach, the amount 


and type of Protected Health Information that was improperly disclosed, and the steps we have taken to 


prevent further harm. Furthermore, if the breach results from Aon’s actions (or our subcontractors), we will 


assist the Covered Entity to notify individuals impacted by the breach. 


Aon follows industry best practices and complies with all laws and regulations to the extent that such laws 


or regulations govern Aon’s services. 


 


3.5.9.2 Confirm that your organization certifies that it is in full compliance with HIPAA's administrative simplification  
and security standards relating to electronic data interchange (EDI). 


Aon meets all HIPAA requirements and regulations as they are applicable to Aon. When providing services to 


benefit plans covered under HIPAA, Aon complies with HIPAA rules and standards for security and privacy, 


as well as file transmission as applicable. 


 


3.5.9.3 Please provide a copy of your organization’s HIPAA privacy procedures and any certification you have with  
respect to HIPAA compliance. 


Aon does not make copies of its HIPAA Privacy Policies and Procedures available externally, but is willing to 


represent in its contract with PEBP that the policies and procedures meet the standards as required by 


HIPAA.   Additionally, Aon does not obtain any certifications for HIPAA compliance as the United States 


Department of Health and Human Services (HHS) has not dictated, approved or endorsed any particular 


certification.  However, Aon conducts annual HIPAA assessments to meet HHS HIPAA compliance 


obligations. 


 


3.5.9.4 Confirm that your organization certifies that it reports to the national Healthcare Integrity and Protection  
Databank (HIPDB) as required and, as may be necessary, submits inquiries to the HIPDB to determine 
whether any final adverse legal actions have been taken against its member providers. 


Based on the services that Aon will be providing under the contract, this reporting function would not fall 


within the scope.  Aon performs actuarial services and does not have any member providers. 
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3.5.10 Data Processing, Storage, Management and Security 


3.5.10.1 All data and records associated with the PEBP account is the property of the State of Nevada. Vendor  
agrees that all PEBP data will be stored, processed and maintained solely on the designated servers and 
storage devices approved by PEBP. In addition no PEBP data at any time will be processed or transferred to 
any portable device or portable storage medium, unless that medium or system is part of the designated 
processing system or backup / recovery process. PEBP data shall not be distributed, used for other 
purposes, or shared across other applications, networks, environments, or business units other than those 
currently designated under the current contract, unless expressly authorized by PEBP. Further, no PEBP 
data shall be transmitted exchanged or otherwise transferred to any subcontractors, partners, other vendors, 
or any entity other than those currently designated, without the express authorization of PEBP. Please 
confirm your organization’s ability to comply with this requirement. 


Confirmed 


 


3.5.10.2 All exchange of PEBP electronic formatted data and data exchange between PEBP and vendors shall be  
approved in advance by PEBP’s Information Technology Officer. Please confirm your ability to comply with 
this requirement. 


Confirmed 


 


3.5.10.3 The file format for eligibility data exchange is fixed field, flat file. Exact file specifications will be determined  
between the selected vendor and PEBP. All EDI will require file level encryption. All files exchanged 
between PEBP and vendor is accomplished via PEBP’s FTP. Please confirm your ability to comply with this 
requirement. 


Confirmed 
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3.5.11 Performance Standards and Guarantees 


3.5.11.1 Please confirm that your organization will agree to the performance standards, performance guarantees,  
performance measures, and financial penalties described in Performance Standards and Guarantees, 
Attachment N. Any exceptions to this document may be considered during the contract negotiation phase 


with the winning vendor and will be incorporated into the final contract. The vendor may propose alternate 
guarantees, measures, and penalties in its submission, and should be clearly identified in the response. 


Aon agrees to the performance standards performance guarantees, performance measures and financial 


penalties described in Performance Standards and Guarantees, Attachment N. 


 


3.5.11.2 Please confirm that your organization will agree to adhere to the performance standards and guarantees  
determined when the contract is finalized. PEBP will establish reporting or auditing mechanisms by which to 
evaluate the contracted vendor’s actual performance against the negotiated terms, and will apply financial 
penalties pursuant to the contract. 


Aon agrees to adhere to the performance standards and guarantees determined when the contract is 


finalized. 


 


3.5.11.3 Please identify and provide a list of performance standards and guarantees that your organization uses to  
measure the performance of currently operational systems for other clients. Are these performance 
standards system-specific or industry standards? 


Aon does not have a standard set of performance standards or guarantees that we use with our clients. 


Instead, and sometimes in addition, we use a process that we call Client Promise. 


Developed and launched globally in 2009, the Aon Client Promise® is the industry’s only globally uniform, 


needs-based methodology for serving clients. Aon Client Promise® represents our commitment to 


understanding and addressing your unique business and risk management objectives through discovery, a 


consistent methodology, and support of your client needs. 
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3.5.12 Notification of Subcontractors 


3.5.12.1 Disclosure of the names of all vendor subcontractors, as well as the physical locations where PEBP data is  
maintained and / or stored, must be communicated to PEBP at least 60 days prior to contract 
implementation. 


N/A 


 


3.5.12.2 Use of subcontractors to manage PEBP participant-related data will not be permitted until PEBP has 
provided written authorization to the primary vendor. 


N/A 


 


3.5.12.3 Failure of the vendor to notify PEBP of a change to (or addition of) an authorized subcontractor within the  
agreed time frame will result in a penalty. 


A. See Performance Standards and Guarantees, Attachment N for the penalty assessed.  


B. Failure to disclose a subcontractor or other entity at least 60 days prior to the subcontractor or other entity  
having access to PEBP data will result in a penalty of 5% of the vendor’s previous year’s billed 
administrative charges per occurrence. Should subsequent billed charges not be sufficient to cover the 
penalty in full, the balance will be billed by PEBP and considered due upon receipt. Vendors must indicate 
their organization’s acknowledgement of this requirement. 


N/A 
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Tab VII – Company Background and References 


4.1 Vendor Information 


4.1.1 Vendors must provide a company profile in the table format below. 


Question Response 


Company name: Aon Consulting, Inc. 


Ownership (sole proprietor, partnership, etc.): Corporation 


State of incorporation: New Jersey 


Date of incorporation: 1978 


# of years in business: More than 70 years in health and benefits 


List of top officers: Gregory C. Case 


President and Chief Executive Officer 


 


Stephen P. McGill 


Group President, Aon plc and Chairman & CEO, 


Risk Solutions 


Location of company headquarters: Our global headquarters is located at: 


8 Devonshire Square 


London, England EC2M 4PL 


 


Our U.S. headquarters is located at: 


200 E. Randolph Street 


Chicago, IL 60601 


Location(s) of the company offices: Please see a listing of all our U.S. health and benefits 


offices in Appendix 6. 


Location(s) of the office that will provide the 
services described in this RFP: 


707 Wilshire Boulevard, Suite 2600 


Los Angeles, CA 90017 


Number of employees locally with the expertise to 
support the requirements identified in this RFP: 


We have 24 colleagues at our Los Angeles offices 


Number of employees nationally with the expertise 
to support the requirements in this RFP: 


We have more than 1,200 health and benefits 


colleagues. 


Location(s) from which employees will be assigned 
for this project: 


Los Angeles, CA 
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4.1.2 Please be advised, pursuant to NRS 80.010, a corporation organized pursuant to the laws of another state  


must register with the State of Nevada, Secretary of State’s Office as a foreign corporation before a contract 
can be executed between the State of Nevada and the awarded vendor, unless specifically exempted by 
NRS 80.015. 


Acknowledged. Aon is registered with the State of Nevada. We have included our certificate of good standing 


and our Nevada business license in Appendix 7. 


 


4.1.3 The selected vendor, prior to doing business in the State of Nevada, must be appropriately licensed by the  
State of Nevada, Secretary of State’s Office pursuant to NRS76. Information regarding the Nevada Business 
License can be located at http://nvsos.gov. 


Question Response 


Nevada Business License Number: C2613 – 1992 


Legal Entity Name: Aon Consulting, Inc. 


Is “Legal Entity Name” the same name as vendor is doing business as? 


Yes X No  


If “No”, provide explanation. 


 


4.1.4 Vendors are cautioned that some services may contain licensing requirement(s). Vendors shall  
be proactive in verification of these requirements prior to proposal submittal. Proposals that do not contain 
the requisite licensure may be deemed non-responsive. 


Aon acknowledges this statement. 


 


4.1.5 Has the vendor ever been engaged under contract by any State of Nevada agency? 


Yes X No  


If “Yes”, complete the following table for each State agency for whom the work was performed. Table can  
be duplicated for each contract being identified. 
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Question Response 


Name of State agency: Public Employees’ Benefits Program (PEBP) 


State agency contact name: Celestena Glover, Chief Financial Officer 


Dates when services were performed: Aon has been providing services to PEBP since 


7/1/2004. 


Type of duties performed: Health care actuarial services. 


Total dollar value of the contract: The contract varies by work order issued in a given 


year, but for history, here are the past four full 


calendar year fee amounts: 


2010 - $542,000 


2011- $312,000 


2012 - $480,000 


2013 - $526,000 


2014 - $637,000 


 


4.1.6 Are you now or have you been within the last two (2) years an employee of the State of Nevada, or any of its  
agencies, departments, or divisions? 


Yes  No X 


If “Yes”, please explain when the employee is planning to render services, while on annual leave, 
compensatory time, or on their own time? 


If you employ (a) any person who is a current employee of an agency of the State of Nevada, or (b) any 
person who has been an employee of an agency of the State of Nevada within the past two (2) years, and if 
such person will be performing or producing the services which you will be contracted to provide under this 
contract, you must disclose the identity of each such person in your response to this RFP, and specify the 
services that each person will be expected to perform. 


 


4.1.7 Disclosure of any significant prior or ongoing contract failures, contract breaches, civil or criminal litigation in  
which the vendor has been alleged to be liable or held liable in a matter involving a contract with the State of 
Nevada or any other governmental entity. Any pending claim or litigation occurring within the past six (6) 
years which may adversely affect the vendor’s ability to perform or fulfill its obligations if a contract is 
awarded as a result of this RFP must also be disclosed. 


Does any of the above apply to your company? 


Yes 
Please 


see below 
No  


If “Yes”, please provide the following information. Table can be duplicated for each issue being identified. 
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Question Response 


Date of alleged contract failure or breach:  


Parties involved:  


Description of the contract failure, contract breach, 
or litigation, including the products or services 
involved: 


 


Amount in controversy:  


Resolution or current status of the dispute:  


If the matter has resulted in a court case: Court Case Number 


  


Status of the litigation:  


As might be expected of an organization of the size and complexity of Aon plc, there is a range of litigation 


pending against Aon or its subsidiaries in the ordinary course of business. Details can be found in Aon plc’s 


annual Form 10-K filing (Note 15) and quarterly Form 10-Q filings (Note 15), which are available on our 


website (ir.aon.com). Although the ultimate outcome of all such matters cannot be predicted with complete 


precision, it is our position that the likely disposition or ultimate determination of such claims is not 


expected to have a material effect on the financial position of Aon or any of its subsidiaries or impact our 


ability to perform services for the benefit of our clients. 


 


4.1.8 Vendors must review the insurance requirements specified in Attachment E, Insurance Schedule for RFP 
3211. Does your organization currently have or will your organization be able to provide the insurance 
requirements as specified in Attachment E. 


Yes X No  


Any exceptions and / or assumptions to the insurance requirements must be identified on Attachment B, 
Technical Proposal Certification of Compliance with Terms and Conditions of RFP. Exceptions and / 


or assumptions will be taken into consideration as part of the evaluation process; however, vendors must be 
specific. If vendors do not specify any exceptions and / or assumptions at time of proposal submission, the 
State will not consider any additional exceptions and / or assumptions during negotiations. 


Upon contract award, the successful vendor must provide the Certificate of Insurance identifying the 
coverages as specified in Attachment E, Insurance Schedule for RFP 3211. 
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4.1.9 Company background / history and why vendor is qualified to provide the services described in this RFP. 
Limit response to no more than five (5) pages. 


Aon plc is the global leader in human resource consulting, risk management, and reinsurance brokerage, 


with over $12 billion in revenue generated through more than 500 offices and 69,000 employees worldwide. 


Our firm creates value and empowers results for our clients by helping them with two of the most important 


issues in the economy today – managing risk and realizing the full potential of their people. 


Aon was founded on December 12, 1979, although predecessor organizations to our firm have been in 


business for more than 300 years. Our firm is based in London, and our U.S. headquarters is located in 


Chicago, Illinois. 


Throughout the 1980s and 1990s, strategic acquisitions and organic growth fueled Aon's expansion in the 


global insurance marketplace. Over the years, we have acquired some of the most well-known companies in 


the human resources and risk management sectors. The two most notable acquisitions in recent years have 


been Benfield, a reinsurance brokerage and advisor (2008), and Hewitt Associates, a human resources 


consulting firm (2010). 


 


Health & Benefits Expertise 


Our Health & Benefits team includes the top talent and thought leaders in the industry. For example, since 


2008 we have had more colleagues named ‘Top Employee Benefits Consultants’ on Risk & Insurance 


magazine’s annual list than any of our competitors. Our team of 1,200 U.S. health care experts includes 


specialized actuaries, physicians, clinicians, pharmacists, attorneys and consultants.  


With more than 70 years of human resources experience and the ability to provide a comprehensive range of 


consulting services, our Health & Benefits capabilities include: 


 Strategy and design 


 Financial / actuarial consulting 


 Vendor management, renewals and RFPs 


 Wellness and health transformation 


 Plan performance and benchmarking 


 Compliance and legal consulting 


 Clinical and claims audits 


 Data warehouse and analytics 


We understand the health and benefits market and client needs. In addition: 


 Our Health and Benefits practice serves approximately 5,000 US-based clients (10,000 clients 


globally) 


 We have a focus on large public sector employers, and have an active information-sharing network 


internally to drive understanding of priorities and best practices across the country 


 We consult with 40% of the Fortune 500  


 We provide advice to clients on how to direct more than $100 billion in annual health care spend 
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Local and National Presence 


We balance the convenience and expertise of local service teams with the breadth of national expertise. To 


share best practices and provide PEBP with innovative programs, we involve our national thought leaders 


and subject matter experts throughout the process. This includes maintaining and leveraging a strong 


network of health care strategists who work with public sector industry clients to capture specific 


benchmarking and survey data. This allows our subject matter experts and consultants to fully understand 


the issues facing the industry today. 


 


Shaping Health Care Trends 


We believe in “making the news” and not just “reporting the news.” In health care, we help shape emerging 


trends in a variety of ways: 


 We are highly active in organizations like the ERISA Industry Committee, World Health Congress, 


State and Local Government Benefits Association, Catalyst for Payment Reform and other multi-


stakeholder activist groups; we are the sole consulting firm on the Board of the National Business 


Group on Health (NBGH) Institute on Innovation in Workforce Wellbeing 


 We are the only consulting firm with a designated Health Care Innovation Team, tasked with shaping 


market direction around health and health care 


 We hold monthly training calls for all of our health & benefits consultants to ensure that our market 


shaping activities are broadly understood 


 We have an intense culture of sharing, enabled by a variety of technology tools used internally to 


share best practices, case studies, and external vendor learning 


 


4.1.10 Length of time vendor has been providing services described in this RFP to the public and / or private 
sector. Please provide a brief description. 


We have been providing health and benefits services to public sector clients for over 25 years. 


In addition, we have provided services across the full range of human capital management consulting 


services for decades: 


 Health and welfare: 70 years 


 Communication: 50 years 


 Customer engagement surveys / analytics: 40+years 


 Global benefits: 25 years 


 Health and welfare audit: 30+ years 


 Prescription audit: 20 years 


 Data warehouse consulting: 15+ years 
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4.1.11 Financial information and documentation to be included in Part III, Confidential Financial Information of 
vendor’s response in accordance with Section 9.5, Part III – Confidential Financial Information.  


4.1.11.1 Dun and Bradstreet Number 


01-502-0568 


 


4.1.11.2 Federal Tax Identification Number 


22-2232264 


 


4.1.11.3 The last two (2) years and current year interim: 


A. Profit and Loss Statement 


B. Balance Statement 


Out of respect for our environment, Aon does not provide printed 10-Ks, annual reports, or financials in our 


proposal responses. Below is a link to Aon's financial statements, as well as preceding years starting from 


2004.  


Our annual financials can be accessed via the following website: ir.aon.com. 
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4.2 Subcontractor Information 


4.2.1 Does this proposal include the use of subcontractors? 


Yes  No X 


If “Yes”, vendor must: 


4.2.1.1 Identify specific subcontractors and the specific requirements of this RFP for which each proposed 
subcontractor will perform services. 


N/A 


 


4.2.1.2 If any tasks are to be completed by subcontractor(s), vendors must: 


A. Describe the relevant contractual arrangements; 


B. Describe how the work of any subcontractor(s) will be supervised, channels of communication 
will be maintained and compliance with contract terms assured; and 


C. Describe your previous experience with subcontractor(s). 


N/A 


 


4.2.1.3 Vendors must describe the methodology, processes and tools utilized for: 


A. Selecting and qualifying appropriate subcontractors for the project / contract; 


B. Ensuring subcontractor compliance with the overall performance objectives for the project; 


C. Ensuring that subcontractor deliverables meet the quality objectives of the project / contract; and 


D. Providing proof of payment to any subcontractor(s) used for this project / contract, if requested 
by the State. Proposal should include a plan by which, at the State’s request, the State will be 
notified of such payments. 


N/A 


 


4.2.1.4 Provide the same information for any proposed subcontractors as requested in Section 4.1, 
Vendor Information. 


N/A 


 


4.2.1.5 Business references as specified in Section 4.3, Business References must be provided for any 


proposed subcontractors. 


N/A 
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4.2.1.6 Vendor shall not allow any subcontractor to commence work until all insurance required of the 
subcontractor is provided to the vendor. 


N/A 


 


4.2.1.7 Vendor must notify the using agency of the intended use of any subcontractors not identified within 
their original proposal and provide the information originally requested in the RFP in Section 4.2, 
Subcontractor Information. The vendor must receive agency approval prior to subcontractor 


commencing work. 


N/A 
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4.3 Business References 


4.3.1 Vendors should provide a minimum of three (3) business references from similar projects performed for 
private, state and / or large local government clients within the last three (3) years. 


4.3.2 Vendors must provide the following information for every business reference provided by the vendor and / or 


subcontractor: 


The “Company Name” must be the name of the proposing vendor or the vendor’s proposed subcontractor. 


Reference #: 1 


Company Name: State of Delaware 


Identify role company will have for this RFP project 
(Check appropriate role below): 


X Vendor  Subcontractor 


Project Name: Task force for cost savings 2015 


Primary Contact Information 


Name: Ms. Brenda Lakeman 


Street Address: 500 W. Loockerman Street, Suite 320 


City, State, Zip: Dover, DE 19904 


Phone, including area code: (302) 739-8331 


Facsimile, including area code: (302) 739-8339 


Email address: brenda.lakeman@state.de.us 


Alternate Contact Information 


Name: Ms. Faith Rentz 


Street Address: 500 W. Loockerman Street, Suite 320 


City, State, Zip: Dover, DE 19904 


Phone, including area code: (302) 739-8331 


Facsimile, including area code: (302) 739-8339 


Email address: faith.l.rentz@state.de.us 


Project Information 


Brief description of the project / contract and 
description of services performed, including 
technical environment (i.e., software applications, 
data communications, etc.) if applicable: 


Facilitate research and write report for the Task Force 


for cost savings established in Delaware Budget bill. 


http://ben.omb.delaware.gov/hptf/index.shtml 
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Original Project / Contract Start Date: August 1, 2015 


Original Project / Contract End Date: December 31, 2015 


Original Project / Contract Value: $100,000 – but project on “time and expenses basis” 


due to uncertain nature of scope and effort. 


Final Project / Contract Date: Project has surpassed $100,000 and is running at 


approximately $40,000 per month. 


Was project / contract completed in time 
originally allotted, and if not, why not? 


Yes, on track for completing project in December. 


Was project / contract completed within or under 
the original budget / cost proposal, and if not, 
why not? 


Project has surpassed $100,000 and is running at 


approximately $40,000 per month. Scope and Effort 


greater than initially envisioned by client and 


consultant. 


 


 


Reference #: 2 


Company Name: New Jersey Division of Pensions & Benefits 


Identify role company will have for this RFP project 
(Check appropriate role below): 


X Vendor  Subcontractor 


Project Name: Actuarial services 


Primary Contact Information 


Name: Mr. David J. Pointer 


Street Address: 50 West State Street PO Box 295  


City, State, Zip: Trenton, NJ 08625-0295 


Phone, including area code: (609) 633-7546 


Facsimile, including area code: (609) 341-3412 


Email address: david.pointer@treas.nj.gov 


Alternate Contact Information 


Name: N/A 


Street Address:  


City, State, Zip:  
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Phone, including area code:  


Facsimile, including area code:  


Email address:  


Project Information 


Brief description of the project / contract and 
description of services performed, including 
technical environment (i.e., software applications, 
data communications, etc.) if applicable: 


Aon provides the following services for the State of New 


Jersey: 


 IBNR on all groups and plans (multiple medical, 


prescription, dental offerings, State, 


Educational and Local Governmental groups 


with Active, pre-Medicare and Medicare retirees 


 Annual rate setting 


 Plan design strategy and analysis 


 Semi-annual trend analysis 


 Semi-annual budgeting and five-year 


projections 


 Annual GASB valuation report 


 Financial impact Statements for legislative 


requests 


 Assistance with RFPs and analysis of 


proposals 


 Testifying at legislative hearings  


 Public board presentations 


 Healthcare Reform Impacts 


 Wellness Program design and implementation 


 Claim and Medical Management Audits of 


vendors 


 Negotiations with rates for fully insured plans 


 Participated in “Governor’s challenge” to 


reduce costs of active and retiree benefit plans, 


resulting in “Chapter 78” – and currently with 


New Jersey Pension and Health Benefit Study 


Commission appointed by Governor Christie 


 Advisory role to Plan Design Committees 


formed by Chapter 78 


Original Project / Contract Start Date: 2004 


Original Project / Contract End Date: N/A 


Original Project / Contract Value: $1 million (in recurring work) per year 


Final Project / Contract Date: N/A 
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Was project / contract completed in time 
originally allotted, and if not, why not? 


Yes 


Was project / contract completed within or under 
the original budget / cost proposal, and if not, 
why not? 


Yes 


 


 


Reference #: 3 


Company Name: New York State Department of Civil Service 


Identify role company will have for this RFP project 
(Check appropriate role below): 


X Vendor  Subcontractor 


Project Name: Actuarial services 


Primary Contact Information 


Name: Ronald Kuiken 


Street Address: Swan Street Bldg. Albany, NY 12239 


City, State, Zip: Albany, NY 12239 


Phone, including area code: (518) 402-4867 


Facsimile, including area code: (518) 402-2835 


Email address: ronald.kuiken@cs.ny.gov 


Alternate Contact Information 


Name: N/A 


Street Address:  


City, State, Zip:  


Phone, including area code:  


Facsimile, including area code:  


Email address:  


Project Information 
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Brief description of the project / contract and 
description of services performed, including 
technical environment (i.e., software applications, 
data communications, etc.) if applicable: 


Aon provides the following services for the State of New 


York:  


 Annual rate setting and plan funding 


requirements 


 Quarterly experience and trend update 


 Annual GASB valuation and roll-forward reports 


 Healthcare Reform Impacts 


 Joint Labor-Management Committee 


presentations 


 Assistance with RFPs and analysis of 


proposals 


 Analysis of various legal compliance issues 


 Value-based insurance design consulting 


 Medicare Part D Attestations 


Original Project / Contract Start Date: 2013 


Original Project / Contract End Date: N/A 


Original Project / Contract Value: Approximately $300,000 / year in recurring work 


Final Project / Contract Date: N/A 


Was project / contract completed in time 
originally allotted, and if not, why not? 


Yes 


Was project / contract completed within or under 
the original budget / cost proposal, and if not, 
why not? 


Yes 
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Reference #: 4 


Company Name: Commonwealth of Virginia 


Identify role company will have for this RFP project 
(Check appropriate role below): 


X Vendor  Subcontractor 


Project Name: Health benefits actuarial and related services 


Primary Contact Information 


Name: Gene Raney 


Street Address: Department of Human Resource Management (DHRM) 


James Monroe Building, 13
th


 Floor 


101 N. 14
th


 Street 


City, State, Zip: Richmond, VA 23219 


Phone, including area code: (804) 371-7931 


Facsimile, including area code: (804) 225-2789 


Email address: gene.raney@dhrm.virginia.gov 


Alternate Contact Information 


Name: N/A 


Street Address:  


City, State, Zip:  


Phone, including area code:  


Facsimile, including area code:  


Email address:  


Project Information 
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Brief description of the project / contract and 
description of services performed, including 
technical environment (i.e., software applications, 
data communications, etc.) if applicable: 


Complete range of health benefits actuarial and related 


services, including: 


 Annual actuarial estimate of IBNR for State and 


TLC plans 


 Actuarial risk analysis of competing health 


plans 


 GASB actuarial liability projections 


 Medicare Part D attestations and consulting 


 Health Care Reform 


 Development and maintenance of claims 


database, cost analysis and forecasting 


systems 


 General consulting including plan design, effect 


of legislative proposals and study requests, etc. 


 Administrator audits and performance reviews 


 Claim Audits 


 DEVA Audit 


 Procurement assistance for health plan third 


party administrators including RFP drafting; 


response evaluation; and, implementation 


 Special actuarial and plan design projects as 


may be required by Executive Order or 


Legislative Resolution 


 Total Population Health Strategic Plan 


Original Project / Contract Start Date: 1993 


Original Project / Contract End Date: Present (five procurement cycles to-date) 


Original Project / Contract Value: Contact value for all H&B services – $1.5M / year 


Final Project / Contract Date: Services are ongoing for a 7 year contract 


Was project / contract completed in time 
originally allotted, and if not, why not? 


Yes 


Was project / contract completed within or under 
the original budget / cost proposal, and if not, 
why not? 


Yes 
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Reference #: 5 


Company Name: HealthChoice 


Identify role company will have for this RFP project 
(Check appropriate role below): 


X Vendor  Subcontractor 


Project Name: Actuarial Services 2015-2017 


Primary Contact Information 


Name: Dana Dale 


Street Address: 2300 N. Lincoln Blvd. 


City, State, Zip: Oklahoma City, OK 73104 


Phone, including area code: (405) 717-8775 


Facsimile, including area code: (405) 717-8932 


Email address: dana.dale@omes.ok.gov 


Alternate Contact Information 


Name: Frank Wilson 


Street Address: 2300 N. Lincoln Blvd. 


City, State, Zip: Oklahoma City, OK 73104 


Phone, including area code: (405) 717-8828 


Facsimile, including area code: (405) 717-8932 


Email address: fwilson@omes.ok.gov 


Project Information 


Brief description of the project / contract and 
description of services performed, including 
technical environment (i.e., software applications, 
data communications, etc.) if applicable: 


Full suite of Actuarial services (pricing, reserving, plan 


design) 


Original Project / Contract Start Date: 1/1/2015 


Original Project / Contract End Date: 12/31/2017 


Original Project / Contract Value: $1.1M over 3 years 


Final Project / Contract Date: 1/1/2015 – 12/31/2017 
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Was project / contract completed in time 
originally allotted, and if not, why not? 


Ongoing; hit all deadlines to date 


Was project / contract completed within or under 
the original budget / cost proposal, and if not, 
why not? 


Ongoing; hit all budgets to date 


 


4.3.3 Vendors must also submit Attachment F, Reference Questionnaire to the business references that are 
identified in Section 4.3.2. 


4.3.4 The company identified as the business references must submit the Reference Questionnaire directly to the 
Purchasing Division. 


4.3.5 It is the vendor’s responsibility to ensure that completed forms are received by the Purchasing Division on or 
before the deadline as specified in Section 8, RFP Timeline for inclusion in the evaluation process. 


Reference Questionnaires not received, or not complete, may adversely affect the vendor’s score in the 
evaluation process. 


Acknowledged 


 


4.3.6 The State reserves the right to contact and verify any and all references listed regarding the quality and 
degree of satisfaction for such performance. 


Acknowledged 
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4.4 Vendor Staff Resumes 


A resume must be completed for each proposed key personnel responsible for performance under any contract 
resulting from this RFP per Attachment G, Proposed Staff Resume. 


 


  







Response to Request for Proposal: 3211 for Actuary and Consulting Services 
Part I A – Technical Proposal 


State of Nevada | December 18, 2015 


 
 


79 


Tab VIII – Attachment G (Proposed Staff Resumes) 


PROPOSED STAFF RESUME FOR RFP 3211 


A resume must be completed for all proposed prime contractor staff and proposed subcontractor staff. 


Company Name Submitting Proposal: Aon Consulting, Inc. 


 


Check the appropriate box as to whether the proposed individual is 


prime contractor staff or subcontractor staff. 


Contractor: X Subcontractor:  


 


The following information requested pertains to the individual being proposed for this project. 


Name: Tim Nimmer, FSA, MAAA 
Key Personnel: 
(Yes/No) 


Yes 


Individual’s Title: Global Chief Actuary 


# of Years in Classification: 22 # of Years with Firm: 10 


 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


Timothy (Tim) N. Nimmer serves as Aon’s Global Chief Actuary. He has over 22 years of consulting and 


industry experience with a heavy emphasis in actuarial disciplines related to the health industry. Working 


with leadership teams from across the globe, he specializes in the development of complex financial 


solutions for clients. 


Tim focuses primarily on large clients with over 10,000 lives in the global, public sector and Fortune 500 


Corporate markets. He has provided consulting services to several state governments, including but not 


limited to California, Hawaii, Indiana, Kansas, Kentucky, Nebraska, Nevada, New Mexico, North Dakota, 


Oklahoma, Tennessee, Wyoming, and the Government of Guam. He also routinely provides testimony on 


actuarial and health issues to a variety of state legislatures throughout the United States. Additionally, Tim 


recently assisted the Department of Defense, Health and Human Services, and the Economic Advisors to the 


White House. 


Previously, Nimmer was Senior Vice President and Chief Broking Officer for the Americas. 
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RELEVANT EXPERIENCE 
Information required should include: timeframe, company name, company location, position title held during the term of the 
contract / project and details of contract / project. 


2005 – Present, Aon Corp, Denver, Global Chief Actuary, Responsible for the actuarial practice globally and 


member of the Global Executive Board (Aon Health) and US-Executive Board. Prior to Chief Actuary role, 


lead the Central and West Regions (36 offices) for Aon. 


2003 – 2005, The Segal Company, Denver -  Vice President and West Region Practice Leader, Responsible for 


the Health and Welfare Consulting Business of Segal’s West Region (5 offices) 


1997 – 2003, Great-West Life and Annuity (acquired by CIGNA), Denver - Executive Development Program 


ending as Assistant VP, leading actuarial program, national accounts underwriting, product development, 


and a financial management department. 


1994 – 1997, Towers Perrin, St, Louis, MO - Actuarial Associate, Responsible for health and benefits, 


pension, and other actuarial work on behalf of clients. 


EDUCATION 
Information required should include: institution name, city, state, degree and / or Achievement and date completed / 
received. 


He holds a Bachelor’s degree in Statistics with an emphasis in Mathematics and Psychology from the 


University of Missouri in Columbia, MO in 1994. 


CERTIFICATIONS 
Information required should include: type of certification and date completed / received. 


Tim is a Fellow of the Society of Actuaries, 2002, and a Member of the American Academy of Actuaries, 2000 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax number and 
email address. 


 


NAME TITLE ORGANIZATION PHONE FAX EMAIL 


Frank Wilson Executive 


Officer 


State of 


Oklahoma 


Group Insurance 


Board 


(405) 717-8828 (405) 717-8932 frank.wilson@omes.ok.gov 


Joe Cowles Commissioner, 


Employee 


Benefits 


Division 


State of 


Kentucky 


(859)-983-2561 N/A joer.cowles@ky.gov 


Mike Michaels Director State of Kansas,  


Employee Health 


Plan 


(785) 296-0221 N/A mmichael@kdheks.gov 


 


 







Response to Request for Proposal: 3211 for Actuary and Consulting Services 
Part I A – Technical Proposal 


State of Nevada | December 18, 2015 


 
 


81 


PROPOSED STAFF RESUME FOR RFP 3211 


A resume must be completed for all proposed prime contractor staff and proposed subcontractor staff. 


Company Name Submitting Proposal: Aon Consulting, Inc. 


 


Check the appropriate box as to whether the proposed individual is 


prime contractor staff or subcontractor staff. 


Contractor: X Subcontractor:  


 


The following information requested pertains to the individual being proposed for this project. 


Name: Kirby Gray Bosley 
Key Personnel: 
(Yes / No) 


Yes 


Individual’s Title: Senior Vice President and Southern California Health and Benefits Leader 


# of Years in Classification: 30 # of Years with Firm: 5 


 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


Kirby first began working in the industry in 1984, and has over 30 years of experience. She has been with 


Aon since 2010. Her consulting background also includes leading Towers Watson West division’s Health and 


Welfare Consulting practice and leading Mercer’s H&B Los Angeles Consulting practice for many years. She 


began her consulting career at Johnson & Higgins in San Francisco and worked on the employer side of the 


benefits business at J. Walter Thompson Company in New York City.  


Kirby’s career includes consulting to large, complex employers, the public sector, hospitals, and law firms. 


She also has background in international benefits and communication. Kirby currently works with the State 


of Nevada, Los Angeles County Employees Retirement Association, California School Employee Benefits 


Association, and has previously provided consulting services to many other public sector entities in 


California throughout her career.  


Kirby has been cited in the press regarding health care issues, including Business Insurance, Los Angeles 


Times, The New York Times, and other publications, as well as appearing on CNN, MSNBC, and the radio on 


these topics. 
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RELEVANT EXPERIENCE 
Information required should include: timeframe, company name, company location, position title held during the term of the 
contract / project and details of contract / project. 


2014 – Present, Aon, Los Angeles, Senior Vice President and Southern California Practice Leader, 


Responsible for the Health and Welfare Consulting Business of Aon’s Southern California Operation 


2010 – 2014, Aon, Los Angeles, Senior Vice President and West Region Practice Leader, Responsible for the 


Health and Welfare Consulting Business of Aon’s West Region 


2006 – 2010, Watson Wyatt, Los Angeles, West Region Practice Leader, Responsible for the Health and 


Welfare Consulting Business of Watson Wyatt’s (now Towers Watson) West Region 


1990 – 2006, Mercer, Los Angeles, Worldwide Partner, Los Angeles Practice Leader, Responsible for 


Mercer’s Health and Welfare Consulting Business in Los Angeles 


1984 – 1990, Foster Higgins, San Francisco, Associate, Responsible for Managing Own Book of Business 


1980 – 1984, J. Walter Thompson Company, New York City, Assistant Benefits Manager, Responsible for 


Overseeing International Benefits Programs, the Company’s Captive Insurance Company, and for Writing 


Summary Plan Descriptions and other Employee Communications. 


EDUCATION 
Information required should include: institution name, city, state, degree and / or Achievement and date completed / 
received. 


Kirby earned a Bachelor of Arts degree in English from Mount Holyoke College in South Hadley 


Massachusetts in 1978. 


CERTIFICATIONS 
Information required should include: type of certification and date completed / received. 


She earned the certified employee benefits specialist designation in 1986. This is a combined program of the 


Wharton School of Business and the International Foundation of Employee Benefit Plans. 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax number and 
email address. 


 


NAME TITLE ORGANIZATION PHONE FAX EMAIL 


Kelly Neiman SVP HR DLA Piper (703) 773-4030 N/A kelly.neiman@dlapiper.com 


Karla Rhay CEO California 


Schools 


Employee 


Benefits 


Association 


(909) 433-0841 (909) 433-4785 karla_rhay@sbcss.k12.ca.us 


Maryanne Keehn Manager, CEO / 


Benefits & 


Compensation 


County of Los 


Angeles 


(213) 974-0470 (213) 346-1295 mkeehn@ceo.lacounty.gov 
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PROPOSED STAFF RESUME FOR RFP 3211 


A resume must be completed for all proposed prime contractor staff and proposed subcontractor staff. 


Company Name Submitting Proposal: Aon Consulting, Inc. 


 


Check the appropriate box as to whether the proposed individual is 


prime contractor staff or subcontractor staff. 


Contractor: X Subcontractor:  


 


The following information requested pertains to the individual being proposed for this project. 


Name: Stephanie Messier, ASA, MAAA 
Key Personnel: 
(Yes / No) 


Yes 


Individual’s Title: Actuary, Assistant Vice President 


# of Years in Classification: 14 # of Years with Firm: 3 


 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


Stephanie joined Aon in March of 2013. She works out of the Denver, CO Aon office. Stephanie has more 


than 14 years of actuarial experience in pricing, product development, and reserving for medical and 


pharmacy products, as well as data warehousing and client reporting. Her background includes a wide 


variety of actuarial, financial, and data-centric projects. 


Prior to joining our firm, Stephanie spent 12 years working for a major insurance company performing 


actuarial and financial analyses for health programs. Her work also included disease management reviews, 


detailed trend analysis, predictive modeling, financial and client reporting, and extensive project 


management work in mergers and acquisitions. Her clients include private and large public entities as well 


as for-profit and not-for profit companies. 
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RELEVANT EXPERIENCE 
Information required should include: timeframe, company name, company location, position title held during the term of the 
contract / project and details of contract / project. 


2013 – Present, Aon, Denver, Assistant Vice President, Responsible for Actuarial and Strategy work on a 


variety of clients including but not limited to: Experience Reporting, IBNP Letters, Renewal Pricing, ACA 


Strategies. 


2012 – 2013, Cigna, Denver, Select Pricing Lead, Responsible for the Select Market Segment’s West Region 


Pricing and liaison between the Pricing Department and Underwriting / Sales. 


2008 – 2012, Cigna, Denver, Special Projects Manager, Responsible for Risk Selection and Pricing Research 


Projects as well as Loss Ratio Reporting. 


2004 – 2008, Great-West Healthcare (acquired by Cigna in 2008), Denver, Director of Technical Solutions, 


Responsible for Risk Assessment, Trend and Disease Management Research and Valuations, and Project 


Manager for Mergers and Acquisitions. 


2002 – 2004, Great-West Healthcare (acquired by Cigna in 2008), Denver, Actuarial Assistant, Responsible for 


Individual Stop Loss Pricing Lead Analyst Work. 


2001 – 2002, Great-West Life, Denver, Actuarial Assistant, Responsible for Updating Mutual Fund Returns 


and Programming Enhancements for the Sales Team. 


EDUCATION 
Information required should include: institution name, city, state, degree and / or Achievement and date completed / 
received. 


In May, 2001 she graduated from the University of Nebraska-Lincoln (Lincoln, Nebraska) with a Bachelor of 


Science degree in Business Administration with an emphasis in Finance and a minor in Mathematics. 


CERTIFICATIONS 
Information required should include: type of certification and date completed / received. 


She is an Associate in the Society of Actuaries and a Member of the Academy of Actuaries, (designations 


received in August of 2012). 
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REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax number and 
email address. 


 


NAME TITLE ORGANIZATION PHONE FAX EMAIL 


Claire Schulte Senior Vice 


President of 


Finance & 


Accounting 


Integra Telecom (360) 558-4233 N/A claire.schulte@integratelecom.com 


Darci Eby-


Koelling, FSA 


Underwriting 


Business 


Project 


Manager, Cigna 


Cigna (303) 514-1954 N/A debykoelling@gmail.com 


Renee Freiboth Benefit Manager City of Seattle, 


Seattle 


Department of 


Human 


Resources 


(206) 684-7833 (206) 615-0202 renee.freiboth@seattle.gov 


Moriah Del 


Puerto 


HR Team 


Leader 


Fisher 


Investments 


(650) 529-3902 N/A m.delpuerto@fi.com 
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PROPOSED STAFF RESUME FOR RFP 3211 


A resume must be completed for all proposed prime contractor staff and proposed subcontractor staff. 


Company Name Submitting Proposal: Aon Consulting, Inc. 


 


Check the appropriate box as to whether the proposed individual is 


prime contractor staff or subcontractor staff. 


Contractor: X Subcontractor:  


 


The following information requested pertains to the individual being proposed for this project. 


Name: Michael Cryer, MD 
Key Personnel: 
(Yes / No) 


Yes 


Individual’s Title: National Medical Director 


# of Years in Classification: 30+ # of Years with Firm: 12 


 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


Dr. Cryer has10 years of private practice experience and more than 20 years of experience assisting national, 


international, and local clients with health care benefits and medical management. Dr. Cryer is the Medical 


Director for Aon’s Health & Benefits practice. He works with clients across North America, using his unique 


perspective to assist them with strategic and tactical planning and implementation of programs addressing 


the increasing challenges of health care delivery and finance.  


He frequently works with large clients to develop and implement data warehousing and regular medical and 


health plan reporting to monitor both preventive and acute health care activities and costs. He also helps 


these clients and their vendors use data and the findings of intermittent medical management (disease 


management, precertification, concurrent review, case management, and retrospective clinical claims 


review) audits to identify and address opportunities to improve service efficiency and effectiveness. 
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RELEVANT EXPERIENCE 
Information required should include: timeframe, company name, company location, position title held during the term of the 
contract / project and details of contract / project. 


April 2003 – Current, Aon, Sr. Vice President and National Medical Director, National clinical lead for 


developing strategies to use integrated networks and medical homes and for the use of alternative provider 


reimbursement models 


July 2002 – February 2003, First Care of Texas, SVP of Health Services, Managed 50 individuals in Austin, 


Abilene and Lubbock; revised the medical management and quality management processes and procedures 


to address medical costs and utilization 


February 2001 – May 2002, Aetna, Sr. Medical Director, Managed 100 medical management and quality 


management staff for South Texas  


September 1996 – February 2001, Aetna International, Hartford, Connecticut 


VP of Healthcare Development, Supported International activities across the globe evaluating the potential 


for healthcare investment and growth in various markets 


EDUCATION 
Information required should include: institution name, city, state, degree and / or Achievement and date completed / 
received. 


Dr. Cryer received his Medical Degree from the University of Texas at Galveston (1974), and is a board-


certified family practitioner. He completed his residency and was board certified in 1978. 


Since 1990 he has worked as an NCQA reviewer for numerous managed-care organizations, PPOs, 


behavioral health organizations, and disease management programs. 


CERTIFICATIONS 
Information required should include: type of certification and date completed / received. 


Dr. Cryer has been a Board Certified Family Physician since 1978 and a Physician Reviewer for the National 


Committee for Quality Assurance since 1990. 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax number and 
email address. 


 


NAME TITLE ORGANIZATION PHONE FAX EMAIL 


Lonnie Reisman, 


MD 


Co-Founder HealthReveal (917) 733-3306 N/A reisman55@gmail.com 


Debra Gold, RN SVP Strategy Quantum Health (773) 450-2907 N/A deb.gold@quantum-


health.com 


Byron Ellis Owner Ellis & Ellis 


Financial 


(281) 907-5100 (281) 907-5125 byron.ellis@unitedcp.com 
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PROPOSED STAFF RESUME FOR RFP 3211 


A resume must be completed for all proposed prime contractor staff and proposed subcontractor staff. 


Company Name Submitting Proposal: Aon Consulting, Inc. 


 


Check the appropriate box as to whether the proposed individual is 


prime contractor staff or subcontractor staff. 


Contractor: X Subcontractor:  


 


The following information requested pertains to the individual being proposed for this project. 


Name: Kevin DeStefino 
Key Personnel: 
(Yes / No) 


Yes 


Individual’s Title: Vice President, Senior Pharmacy Consultant 


# of Years in Classification: 30+ # of Years with Firm: 1 


 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


Kevin DeStefino is a Senior Pharmacy Consultant in Aon’s Health & Benefits practice. Based in Phoenix, 


Arizona, Kevin consults with clients across the nation on all aspects of their pharmacy benefit program, 


including strategic planning, evaluation of plan performance, financial management, clinical program 


evaluation, and vendor management. 


Kevin joined Aon in 2014 and has 35 years of related experience. He has been a pharmacist for 35 years and 


has been in pharmacy benefits business for the last 20 years. Kevin has been a nationally recognized 


pharmacy benefit consultant for the past 15 years. 


He has significant experience with large complex clients in various industry sectors including technology, 


health, manufacturing, and joint management labor clients and employers with large union populations. 


Kevin also has significant experience in the Federal, State, and Local government sector.  


Prior to joining Aon, Kevin served as Vice President and Chief Pharmacist for PCS Health Systems (now part 


of the CVS / Caremark PBM unit). 
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RELEVANT EXPERIENCE 
Information required should include: timeframe, company name, company location, position title held during the term of the 
contract / project and details of contract / project. 


2014 – Present: Aon, Phoenix, Arizona: VP and Sr. Pharmacy Consultant, Responsible pharmacy advisor to 


employer clients from various market segments across the country. 


200 1– 2014: Towers Watson, Phoenix, Arizona: Sr. Pharmacy Consultant, Responsible pharmacy advisor to 


employer clients from various market segments across the country. 


2000 – 2001: Onsite Pharmacy, San Diego, California: Sr. VP of Product Development, Responsible for 


development of physician dispensing programs, pharmacy network development programs and PBM 


relationship development 


1998 – 2000: PCS Health, Scottsdale, Arizona: Chief Pharmacist and AVP of Clinical Management, 


responsible for PCS’ clinical management division and consultant relationship development 


1994 – 1998: Columbia Pharmacy Solutions: Greensburg, Penna., VP of Patient Care, Responsible for 


planning, construction and development of Columbia’s mail service pharmacies, customer service division, 


network development, clinical program development and pharmaceutical manufacturer relations 


1986 – 1994: Rite-Aid Pharmacy: Pittsburgh, Penna., Asst. Manager of Retail Store Operations 


1981 – 1986: Central Medical Pharmacy; Greensburg, Penna., Owner and Pharmacist  


1979 – 1981: Giant Food, Landover, Maryland, Asst. Store Manager, Pharmacy Operations 


1977 – 1979: Peoples Drug, Alexandria, Virginia, Store Manager 


EDUCATION 
Information required should include: institution name, city, state, degree and / or Achievement and date completed / 
received. 


Kevin is a Registered Pharmacist (RPh). He received a Bachelor of Science degree in Pharmacy from 


Duquesne University in Pittsburgh, PA in 1977. 


CERTIFICATIONS 
Information required should include: type of certification and date completed / received. 


Registered Pharmacist (RPh.) 1977 
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REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax number and 
email address. 


 


NAME TITLE ORGANIZATION PHONE FAX EMAIL 


Bob Jordan Director Texas Teachers 


Retirement 


System 


(512) 542-6735 N/A bob.jordan@trs.state.tx.us 


Michelle Wojdyla Executive 


Director – 


Benefits 


Packaging 


Corporation of 


America 


(847) 482-3009 N/A mwojdyla@ 


packagingcorp.com 


Denise Eisen Director of 


Benefits 


PetSmart (623) 587-2724 (800) 738-9917 deisen@petsmart.com 
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PROPOSED STAFF RESUME FOR RFP 3211 


A resume must be completed for all proposed prime contractor staff and proposed subcontractor staff. 


Company Name Submitting Proposal: Aon Consulting, Inc. 


 


Check the appropriate box as to whether the proposed individual is 


prime contractor staff or subcontractor staff. 


Contractor: X Subcontractor:  


 


The following information requested pertains to the individual being proposed for this project. 


Name: David Mallett, MBA / MHA 
Key Personnel: 
(Yes / No) 


Yes 


Individual’s Title: Senior Vice President 


# of Years in Classification: 18+ # of Years with Firm: 5 


 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


David is a senior vice president in Aon’s Health and Benefits practice. As the leader of the data forensics & 


intelligence national team for Aon’s innovation practice, he oversees a diverse group of sub-teams of 


technical experts tasked with delivering or supporting a wide array of reporting tools, special projects, and 


methodology development to address the complex analytic needs of our data-driven clients. 


David has worked in the industry since 1997. Joining Aon in 2010, he brings 18+ years of demonstrated 


accomplishment within the integrated health analytics and measurement arena.    


Prior to joining Aon in 2010, David was at Ingenix for 14 years. His most recent assignment was serving as 


the leader of the Custom Solutions team within the Employer Advisory Solutions practice. He managed an 


elite team of business analysts, project managers, and data programming experts who excelled at assessing 


customer needs corresponding to non-standard engagements, and assuring customers received a high 


value return. David also held other positions while at Ingenix including the Managing Consultant for the East 


Solution Group and Product Manager for the Ingenix Employer Solution’s Total Health & Productivity 


Management (THPM) product family.  


Prior to Ingenix, David worked for Aetna US Healthcare as a Financial Underwriter and a Financial 


Accounting Analyst. He was responsible for the financial management and integrity of insured, at-risk 


accounts on the prospectively rated book of business. 
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RELEVANT EXPERIENCE 
Information required should include: timeframe, company name, company location, position title held during the term of the 
contract / project and details of contract / project. 


3/2010 – Present, Aon, Hartford, CT, Senior Vice President and Team Leader for Data Forensics & Intelligence 


within the Innovation Practice, Recognized thought leader in creating and implementing both standard and 


custom data and measurement solutions that assure a high value and return on investment. Dave brings 16 


years of demonstrated accomplishment within the integrated health analytics and measurement arena 


7/2007 – 3/2010, Ingenix Employer Solutions (a United Health Group healthcare informatics company), Rocky 


Hill, CT, Custom Solutions Team Leader and Senior Consultant, Lead an elite team of business analysts, 


project managers, data programmers, and senior consultants who excel at assessing unique client (internal 


and external) needs 


1/2006 – 7/2007, Ingenix Employer Solutions, Rocky Hill, CT, Managing Director – Business Lead of the East 


Solution Group, Accountable for the overall coordination, maintenance, growth and increased profitability of 


existing business, and the strategic direction of assigned accounts. 


6/2002 – 12/2005 , Ingenix Employer Solutions, Rocky Hill, CT, Director, Product Management -- Total Health 


& Productivity Management (THPM), Responsible for positioning Ingenix as the premier solution for 


institutions looking to implement more effective health & productivity-based strategies in order to improve 


organizational health, reduce workforce absenteeism and disability recidivism, increase employee 


productivity and favorably influence business results 


7/2001 – 7/2007, Ingenix Employer Solutions, Rocky Hill, CT, Strategic Account Executive, Managed existing 


client relationships (from 10-18 cases) and associated deliverables; Responsible for account persistency and 


growing existing business; Assisted in development of new products, studies, and methodologies. 


4/1997 – 6/2001, Ingenix Employer Solutions, Rocky Hill, CT, Senior Client Service Analyst, Primary point of 


contact for day-to-day service delivery; Provided health care consulting and managed the implementation / 


integration of related data for Fortune 500 employer group companies. 


12/1995 – 4/1997, AETNA U.S. Healthcare, Streamlined Special Accounts Team, Middletown, CT, Financial 


Underwriter and Financial Accounting Analyst, Responsible for the financial management and integrity of 


approximately forty-five insured, at-risk employer engagements on the prospectively-rated, fully-insured 


business. 


EDUCATION 
Information required should include: institution name, city, state, degree and / or Achievement and date completed / 
received. 


David received a Bachelor of Science degree in Business Administration from the University of Connecticut. 


He also earned Master’s degrees in both Business Administration and Health Care Administration from 


Quinnipiac University. 


Quinnipiac University, Hamden, CT 


Master in Business Administration, graduated with distinction in May, 2001; 


Master in Health Administration, graduated with distinction in May, 2002. 


University of Connecticut, Storrs, CT 


Bachelor of Science in Business Administration, 


Major in Marketing with a concentration in Finance; graduated in 3 years, December, 1995. 


CERTIFICATIONS 
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Information required should include: type of certification and date completed / received. 


David achieved professional designations of Health Insurance Associate (HIA) and Managed Healthcare 


Professional (MHP) through the Health Insurance Association of America (HIAA). 


Health Insurance Association of America (HIAA) education program 


Achieved the professional designations of Health Insurance Associate (HIA) and Managed Healthcare 


Professional (MHP) during Spring, 2000 


David is a recognized thought leader in creating and implementing both standard and custom data and 


measurement solutions that assure a high value and return on investment. 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax number and 
email address. 


 


NAME TITLE ORGANIZATION PHONE FAX EMAIL 


Robert 


McCormick 


Corporate 


Benefits 


JP Morgan 


Chase 


(212) 270-6000 N/A robert.mccormick2@ 


jpmorgan.com 


Emily Steele International 


Benefits / 


Benefits 


Reporting & 


Financial 


JP Morgan 


Chase 


(212) 270-6000 N/A emily.j.steele@jpmchase.com 


Rick Bruno Sr. Director 


Health and 


Wellness 


Pfizer (212) 733-2323 N/A rick.bruno@pfizer.com 
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PROPOSED STAFF RESUME FOR RFP 3211 


A resume must be completed for all proposed prime contractor staff and proposed subcontractor staff. 


Company Name Submitting Proposal: Aon Consulting, Inc. 


 


Check the appropriate box as to whether the proposed individual is 


prime contractor staff or subcontractor staff. 


Contractor: X Subcontractor:  


 


The following information requested pertains to the individual being proposed for this project. 


Name: Rachel Arnedt 
Key Personnel: 
(Yes / No) 


Yes 


Individual’s Title: Legal Consultant, Vice President – Legal 


# of Years in Classification: 18 # of Years with Firm: 1 


 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


Rachel is a vice president in the Aon Health & Benefits Legal Consulting Group. In this capacity, she 


consults with clients on plan design, compliance, and communications, with a concentration in ERISA and 


the Patient Protection and Affordable Care Act. 


Rachel joined Aon in 2014 and has 18 years of experience as a solutions-focused health and welfare benefits 


attorney. Rachel has extensive experience working closely with a broad range of public and private 


companies. Prior to joining Aon, Rachel practiced at a law firm for over a decade in all areas of ERISA and 


executive compensation. She also spent five years at a Fortune 50 company as an in-house ERISA and 


executive compensation counsel. 
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RELEVANT EXPERIENCE 
Information required should include: timeframe, company name, company location, position title held during the term of the 
contract / project and details of contract / project. 


2014 – Present, Aon, Norwalk, CT, Vice President, Health and Benefits Legal Consulting, Responsible for 


health and benefits legal consulting for various public, private, and governmental clients, throughout the 


country 


2010 – 2014, Wiggin and Dana LLP New Haven, CT, Of Counsel, practicing in the areas of health and welfare 


benefits and executive compensation for various public, private and governmental clients, throughout the 


Northeast and New England 


2005 – 2010, Wiggin and Dana LLP, New Haven, CT, Associate, practicing in the areas of health and welfare 


benefits and executive compensation for various public, private and governmental clients, throughout the 


Northeast and New England 


2000 – 2005, United Technologies Corporation, Hartford, CT, In-House Counsel, advising publicly-held 


Fortune 50 conglomerate in the areas of health and welfare benefits and executive compensation 


1997 – 2000, Wiggin and Dana LLP, New Haven, CT, Associate, practicing in the areas of health and welfare 


benefits for various public, private and governmental clients, throughout the Northeast and New England 


EDUCATION 
Information required should include: institution name, city, state, degree and / or Achievement and date completed / 
received. 


A member of the Connecticut bar, Rachel is a graduate of Hamilton College and earned her law degree from 


Emory University in 1997. 


CERTIFICATIONS 
Information required should include: type of certification and date completed / received. 


N/A 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax number and 
email address. 


 


NAME TITLE ORGANIZATION PHONE FAX EMAIL 


Richard M. 


Kaplan 


Associate 


General Counsel 


United 


Technologies 


Corporation 


(860) 728-7882 N/A rich.kaplan@utc.com 


Marsha Manning Manager of 


Medical Benefits 


and Strategy 


University of 


Michigan / 


Benefits 


Administration 


Office 


(734) 764-2045 N/A mmannin@umich.edu 


Scott Cale Sr. People 


Services 


Manager, 


Benefits 


DaVita (303) 876-7256 N/A scott.cale@davita.com 
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PROPOSED STAFF RESUME FOR RFP 3211 


A resume must be completed for all proposed prime contractor staff and proposed subcontractor staff. 


Company Name Submitting Proposal: Aon Consulting, Inc. 


 


Check the appropriate box as to whether the proposed individual is 


prime contractor staff or subcontractor staff. 


Contractor: X Subcontractor:  


 


The following information requested pertains to the individual being proposed for this project. 


Name: Alison L. Schaap, J.D. 
Key Personnel: 
(Yes / No) 


Yes 


Individual’s Title: HIPAA Legal Consultant, Senior Vice President – Legal / Compliance 


# of Years in Classification: 5 # of Years with Firm: 17 


 


BRIEF SUMMARY OF PROFESSIONAL EXPERIENCE 
Information should include a brief summary of the proposed individual’s professional experience. 


Alison Schaap is a Senior Vice President and Legal Consultant in Aon’s Health & Benefits practice. Alison 


assists employers and their legal counsel on a wide range of Internal Revenue Code, ERISA, and HIPAA 


issues affecting the design, administration, and delivery of employer-provided health care plans and other 


welfare benefit programs. 


Alison joined Aon in 1998. During her tenure with Aon, Alison has supported Aon’s outsourcing and 


consulting practices. In her current role in our Health & Benefits consulting practice, she works with 


employers and their legal counsel on Affordable Care Act, Internal Revenue Code, ERISA, COBRA, and 


HIPAA compliance issues affecting the design, administration, and delivery of employer-provided health care 


plans and other welfare benefit programs. She consults with employers on HIPAA administrative 


simplification standards compliance, specifically the HIPAA Privacy Rule and Breach Notification Standards. 


Alison reviews and edits summary plan descriptions, summary of material modifications, annual enrollment 


materials and HIPAA notifications for compliance with federal laws and regulations related to employee 


benefit plans; she also amends, drafts, and reviews welfare plan documents and amendments.     
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RELEVANT EXPERIENCE 
Information required should include: timeframe, company name, company location, position title held during the term of the 
contract / project and details of contract / project. 


2010 – Present, Aon Corp, Lincolnshire, IL, Senior Vice President and Health & Benefits (H&B) Legal 


Consultant 


2002-2010, Hewitt Associates (merged with Aon), Lincolnshire, IL, Health Management Legal Consultant 


1998-2002, Hewitt Associates (merged with Aon), Lincolnshire, IL, HRO Legal Consultant 


EDUCATION 
Information required should include: institution name, city, state, degree and / or Achievement and date completed / 
received. 


Alison earned a Bachelor of Arts degree in Political Science from Hope College in Holland, MI in 1993 and a 


Juris Doctorate in Law from the University of Illinois College of Law, Champaign, IL. in 1996. 


CERTIFICATIONS 
Information required should include: type of certification and date completed / received. 


N/A 


REFERENCES 
A minimum of three (3) references are required, including name, title, organization, phone number, fax number and 
email address. 


 


NAME TITLE ORGANIZATION PHONE FAX EMAIL 


Elizabeth A. 


Kellerman 


Assistant 


General Counsel 


– Executive 


Compensation 


and Benefits 


Verizon 


Communications 


Inc. 


(908) 559-6290 N/A elizabeth.kellerman@ 


verizon.com 


Ted J. Schneider Director, 


Compensation 


and Benefits 


Potbelly 


Sandwich Shop 


(312) 334-5813 (312) 276-8526 ted.schneider@potbelly.com 


Marsha Manning Manager of 


Medical Benefits 


and Strategy 


University of 


Michigan / 


Benefits 


Administration 


Office 


(734) 764-2045 N/A mmannin@umich.edu 
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Tab IX – Other Information Material 


Introduction 


We have included with our proposal a copy of our template master consulting agreement that we suggest 


serve as the starting point for contract negotiations along with the language you provide{d} in the event that 


we are selected as the winning bidder. We have found that our template is directly applicable to the nature 


and type of services that we provide. We ask that you please give our template your consideration. In the 


event that we are selected as the winning bidder, we would like to have a discussion with you about the 


contracting process and jointly determine the appropriate path forward to reaching an agreement. In any 


event, you should expect Aon to employ a very partnering and flexible approach to the contracting and 


negotiation process. We have found that the following provisions are generally those that we discuss most 


frequently with our clients during the negotiation process though there may be others based on the nature of 


the services to provided. We have included references below to the relevant sections relating to these 


provisions in the Aon template master consulting agreement.  


Indemnification and Limits of Liability 


Aon will to the extent practical and reasonably necessary, perform corrective services to the extent that it 


makes an error in the performance of services. Aon is willing to accept liability for its errors up to an agreed 


upon annual cap approximately equal to the amount of annual fees paid to Aon under the parties’ contract. 


For other breaches of the agreement (such as intellectual property infringement, confidentiality, criminal 


misconduct, willful misconduct, etc.), Aon is willing to accept total liability. Aon is willing to accept only 


direct liability in connection with the contract, and therefore, Aon expects to be indemnified by our clients 


from and against all third party claims (including, most significantly, claims by a client’s plan participants) 


relating to Aon’s services. To the extent that any third party claims causes losses, damages, etc. to our 


clients, Aon will be liable for such losses, damages, etc. subject to the limitations described above. Aon 


expects a mutual exclusion for any consequential and indirect damages to be included in the agreement. 


[Please see Section 8 of Appendix 8, Aon consulting agreement, for our standard language on 


Indemnification and Limitation of Liability.]  
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About Aon 


Aon plc (NYSE:AON) is the leading global provider of risk 


management, insurance and reinsurance brokerage, and 


human resources solutions and outsourcing services. 


Through its more than 66,000 colleagues worldwide, Aon 


unites to empower results for clients in over 120 countries 


via innovative and effective risk and people solutions and 


through industry-leading global resources and technical 


expertise. Aon has been named repeatedly as the world’s 


best broker, best insurance intermediary, best reinsurance 


intermediary, best captives manager, and best employee 


benefits consulting firm by multiple industry sources. Visit 


aon.com for more information on Aon. 


© Aon plc 2015. All rights reserved. 


The information contained herein and the statements 


expressed are of a general nature and are not intended to 


address the circumstances of any particular individual or 


entity. Although we endeavor to provide accurate and timely 


information and use sources we consider reliable, there can 


be no guarantee that such information is accurate as of the 


date it is received or that it will continue to be accurate in the 


future. No one should act on such information without 


appropriate professional advice after a thorough examination 


of the particular situation. 


www.aon.com 
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RFP#  3211


Actuary and Consulting Services


6 Year Contract 


Attachment H


Activity:


Annual Rate Development Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost


Staffing:


Actuary 175 $422 $73,850 175 $435 $76,125 175 $448 $78,400 175 $461 $80,675 175 $475 $83,125 175 $489 $85,575


Consultant $338 $0 $348 $0 $358 $0 $369 $0 $380 $0 $391 $0


Clerical $104 $0 $107 $0 $110 $0 $113 $0 $116 $0 $119 $0


Other (Actuarial/Data Analyst) 200 $253 $50,600 200 $261 $52,200 200 $269 $53,800 200 $277 $55,400 200 $285 $57,000 200 $294 $58,800


Total Staffing 375 $124,450 375 $128,325 375 $132,200 375 $136,075 375 $140,125 375 $144,375


Other Costs (please specify)


Travel - included in general consulting n/a n/a $0 n/a n/a $0 n/a n/a $0 n/a n/a $0 n/a n/a $0 n/a n/a $0


Total for Activity 375 $124,450 375 $128,325 375 $132,200 375 $136,075 375 $140,125 375 $144,375


Activity:


Comprehensive GASB valuation
Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost


Staffing:


Actuary 60 $422 $25,320 65 $435 $28,275 15 $448 $6,720 60 $461 $27,660 15 $475 $7,125 60 $489 $29,340


Consultant $338 $0 $348 $0 $358 $0 $369 $0 $380 $0 $391 $0


Clerical $104 $0 $107 $0 $110 $0 $113 $0 $116 $0 $119 $0


Other (Actuarial/Data Analyst) 130 $253 $32,890 145 $261 $37,845 30 $269 $8,070 130 $277 $36,010 30 $285 $8,550 130 $294 $38,220


Total Staffing 190 $58,210 210 $66,120 45 $14,790 190 $63,670 45 $15,675 190 $67,560


Other Costs (please specify)


Travel - included in general consulting n/a n/a $0 n/a n/a $0 n/a n/a $0 n/a n/a $0 n/a n/a $0 n/a n/a $0


 


Total for Activity 190 $58,210 210 $66,120 45 $14,790 190 $63,670 45 $15,675 190 $67,560


Full report New Regulations in place this Rollforward year Full report Rollforward year Full report


reporting period.


July 2016 - June 2017 July 2017 - June 2018 July 2018 - June 2019 July 2019 - June 2020


July 2016 - June 2017 July 2017 - June 2018 July 2018 - June 2019 July 2019 - June 2020


July 2020 - June 2021


July 2020 - June 2021


July 2021 - June 2022


July 2021 - June 2022







RFP#  3211


Actuary and Consulting Services


6 Year Contract 


Attachment H


Activity:


General Consulting Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost


Staffing:


Actuary 400 $422 $168,800 380 $435 $165,300 380 $448 $170,240 380 $461 $175,180 380 $475 $180,500 380 $489 $185,820


Consultant 220 $338 $74,360 220 $348 $76,560 220 $358 $78,760 220 $369 $81,180 220 $380 $83,600 220 $391 $86,020


Clerical 20 $104 $2,080 20 $107 $2,140 20 $110 $2,200 20 $113 $2,260 20 $116 $2,320 20 $119 $2,380


Other (Actuarial/Data Analyst) 400 $253 $101,200 400 $261 $104,400 400 $269 $107,600 400 $277 $110,800 400 $285 $114,000 400 $294 $117,600


Other (Attorney ) 15 $366 $5,490 15 $377 $5,655 15 $388 $5,820 15 $400 $6,000 15 $412 $6,180 15 $424 $6,360


Total Staffing 1055 $351,930 1035 $354,055 1035 $364,620 1035 $375,420 1035 $386,600 1035 $398,180


Other Costs (please specify)


n/a n/a $21,500 n/a n/a $22,145 n/a n/a $22,809 n/a n/a $23,493 n/a n/a $24,198 n/a n/a $24,924


Total for Activity 1055 $373,430 1035 $376,200 1035 $387,429 1035 $398,913 1035 $410,798 1035 $423,104


Includes HIOD at $72,500 Includes HIOD at $72,500 Includes HIOD at $72,500 Includes HIOD at $72,500 Includes HIOD at $72,500 Includes HIOD at $72,500


Excise Tax Plan Design Changes


Activity:


Special Projects* Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost Hours Rate Total Cost


Staffing:


Actuary 50 $422 $21,100 $435 $0 50 $448 $22,400 $461 $0 50 $475 $23,750 $489 $0


Consultant $338 $0 $348 $0 $358 $0 $369 $0 $380 $0 $391 $0


Clerical $104 $0 $107 $0 $110 $0 $113 $0 $116 $0 $119 $0


Other (Actuarial/Data Analyst) 140 $253 $35,420 40 $261 $10,440 140 $269 $37,660 40 $277 $11,080 140 $285 $39,900 40 $294 $11,760


Other (Attorney ) 125 $366 $45,750 15 $377 $5,655 125 $388 $48,500 15 $400 $6,000 125 $412 $51,500 15 $424 $6,360


Total Staffing 315 $102,270 55 $16,095 315 $108,560 55 $17,080 315 $115,150 55 $18,120


Other Costs (please specify)


Travel - included in general consulting n/a n/a $0 n/a n/a $0 n/a n/a $0 n/a n/a $0 n/a n/a $0 n/a n/a $0


Total for Activity 315 $102,270 55 $16,095 315 $108,560 55 $17,080 315 $115,150 55 $18,120


Legislature & Biennial review incl Non Discrimination Testing Legislature & Biennial review incl Non Discrimination Testing Legislature & Biennial review incl Non Discrimination Testing


Non Discrimination Testing Non Discrimination Testing Non Discrimination Testing


*Work Order Requests associated with annual HIPAA training, Biennial Legal Compliance Review and other assignments as requested by PEBP staff or the PEBP Board.


July 2016 - June 2017 July 2017 - June 2018 July 2018 - June 2019 July 2019 - June 2020


July 2016 - June 2017 July 2017 - June 2018 July 2018 - June 2019 July 2019 - June 2020


Travel (includes 6 board, 2 legislature/committee, and 


3 ad hoc meetings/yr)


July 2020 - June 2021


July 2020 - June 2021


July 2021 - June 2022


July 2021 - June 2022
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About Aon 


Aon plc (NYSE:AON) is the leading global provider of risk 


management, insurance and reinsurance brokerage, and 


human resources solutions and outsourcing services. 


Through its more than 66,000 colleagues worldwide, Aon 


unites to empower results for clients in over 120 countries 


via innovative and effective risk and people solutions and 


through industry-leading global resources and technical 


expertise. Aon has been named repeatedly as the world’s 


best broker, best insurance intermediary, best reinsurance 


intermediary, best captives manager, and best employee 


benefits consulting firm by multiple industry sources. Visit 


aon.com for more information on Aon. 


© Aon plc 2015. All rights reserved. 


The information contained herein and the statements 


expressed are of a general nature and are not intended to 


address the circumstances of any particular individual or 


entity. Although we endeavor to provide accurate and timely 


information and use sources we consider reliable, there can 


be no guarantee that such information is accurate as of the 


date it is received or that it will continue to be accurate in the 


future. No one should act on such information without 


appropriate professional advice after a thorough examination 


of the particular situation. 


www.aon.com 
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Aon Hewitt annually provides health care trend data based on information provided by leading health care vendors. This information is intended to assist in evaluating health insurance premium renewals and developing self-funded health plan claim projections.

Comparing the most recent trend results to Aon Hewitt’s prior survey (2014), medical trend expectations have decreased reflecting the low emerging medical trends consistent with most industry sources. However, pharmacy costs have increased significantly and carriers expect low double-digit trends. Based on carrier responses, forecasted trends on renewals for 2015 are roughly 1%–1.5% lower than trends in our prior survey for most major plan types.

While overall medical trends are down, they are still well above general inflation and remain critically and unsustainably high for employers and employees. There is significant uncertainty regarding pharmacy trends and a wide variation in projected trends by carriers and PBM.

While health care vendors have overstated trends for the last few years, they still anticipate costs to continue rising at 6.5%–7.5% per year. Carriers continue to see price inflation as the single largest driver of increased medical costs, though increasing patient demand for services, an aging population, increasing medical technology costs, unhealthy lifestyle choices, provider consolidation, and cost shifting from social insurance programs such as Medicaid and Medicare to commercial plans all contribute to the trend increase.

While health care vendors expect trends to increase, many employers remain highly focused on managing year-to-year cost increases. To their advantage, the current market dynamics and opportunities have accelerated innovation. Employers have greater opportunity to adopt advanced approaches and make smarter decisions about networks, payments, and delivery systems for health care providers and pharmacy benefits. To that end, employers are still gravitating toward existing cost control tactics while keeping an eye on the near future to understand what new tools may be applicable to their specific workforces as a means to reduce health care spend.
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Some observations from Aon Hewitt’s 2015 carrier trend forecast survey:

Trends for most active medical plan types range from 7.0% to 7.6% (excluding indemnity), compared to 7.7% to 9.0% in our prior survey.

The active medical trends are higher than those developed from the S&P National Healthcare Claims Medical Total Cost Index. The S&P Healthcare Indices are developed in conjunction with Aon Hewitt and provide an independent estimate of the change in cost of health care in the United States. Per the December 2014 S&P National ASO Healthcare Claims Medical Total Cost Index, health care costs increased 3.9% over the past 12 months, prior to adjusting for employer plan design leveraging. Adjusting the S&P Index values for typical design leveraging would result in trends of roughly 5.0% to 6.0%. The S&P Index represents historical trends whereas our carrier survey represents future expectations which are higher at 7.0% to 7.6%.

For future trends (2015–2017), most carriers expect trend to remain largely stable.

The medical trend rates for Medicare Supplement and Medicare Advantage have continued their decreases in anticipated trend. Trend expectations for Medicare plans are anticipated to decrease roughly 1%.

Specialty pharmacy trends continue to show dramatic increases. General pharmacy trends are at 10.0% (including specialty drugs), but jump up to 22.7% for specialty pharmacy only. In carrier responses, some health plans were not able to carve out trends for specialty pharmacy only. If we look only at PBM responses—where all respondents were able to carve out trends for specialty drugs—the trends are slightly higher with general pharmacy at 11.3% and specialty pharmacy at 25.7%.

Dental trend decreased slightly, but vision trend was unchanged from our prior survey.
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We collected data from over 60 leading medical, dental, pharmacy, and vision vendors related to their forecasted health care trend rates for the 12-month rating periods beginning between January and June of 2015. Below is a summary of average trends based on this data.

		

		Rates



		Plan Type

		With Rx[footnoteRef:1] [1:  Vendor responses for rates combining medical and Rx include only those vendors that reported trends on a combined basis. Some vendors only reported Rx trends or medical trends.] 


		Without Rx



		Medical—Actives & Retirees <65

		

		



		HMO

		7.1%

		6.8%



		PPO

		7.6%

		7.0%



		POS

		7.6%

		6.9%



		Indemnity

		8.8%

		8.3%



		CDH

		7.0%

		6.9%



		Medical—Retirees Age 65+

		

		



		Medicare Supplement

		3.0%

		2.5%



		Medicare Advantage

		2.8%

		2.5%



		Pharmacy

		

		



		General

		10.0%

		



		Specialty

		22.7%

		



		Dental

		

		



		DHMO

		3.9%

		



		PPO

		4.7%

		



		Indemnity

		5.7%

		



		Vision

		2.5%

		










Trend Rate History

The following table and corresponding charts summarize our most recent survey and historical survey results:

		Plan Type

		Spring 2008

		Spring 2009

		Summer 2010

		Summer 2011

		Summer
2012

		Summer
2013

		

Summer
2014

		
Summer
2015



		Medical—Actives & Retirees <65 (with Rx)

		

		

		

		

		

		

		

		



		HMO

		10.6%

		10.4%

		10.5%

		9.8%

		8.8%

		8.2%

		7.9%

		7.1%



		PPO

		10.5%

		10.4%

		10.6%

		10.0%

		9.1%

		8.4%

		8.7%

		7.6%



		POS

		10.7%

		10.7%

		10.7%

		9.9%

		9.2%

		9.0%

		9.0%

		7.6%



		Indemnity

		12.4%

		11.9%

		12.4%

		10.1%

		9.7%

		9.2%

		10.2%

		8.8%



		CDH

		10.5%

		10.5%

		11.0%

		9.7%

		9.0%

		8.6%

		7.7%

		7.0%



		Medical—Actives & Retirees <65 (without Rx)

		

		

		

		

		

		

		

		



		HMO

		10.8%

		10.5%

		10.8%

		10.1%

		9.0%

		8.3%

		8.3%

		6.8%



		PPO

		10.5%

		10.5%

		10.9%

		10.3%

		9.4%

		8.6%

		8.5%

		7.0%



		POS

		10.9%

		11.0%

		10.9%

		10.0%

		9.4%

		9.0%

		9.0%

		6.9%



		Indemnity

		12.6%

		12.4%

		12.8%

		10.5%

		9.8%

		9.3%

		10.1%

		8.3%



		CDH

		10.3%

		10.4%

		11.1%

		9.8%

		9.5%

		8.8%

		8.3%

		6.9%



		Medical—Retirees Age 65+
(with Rx)

		

		

		

		

		

		

		

		



		Medicare Supplement

		7.3%

		6.6%

		7.5%

		6.5%

		5.5%

		4.3%

		4.2%

		3.0%



		Medicare Advantage

		7.7%

		7.3%

		6.7%

		6.1%

		5.9%

		4.5%

		3.0%

		2.8%



		Medical—Retirees Age 65+ (without Rx)

		

		

		

		

		

		

		

		



		Medicare Supplement

		7.3%

		6.6%

		7.8%

		6.4%

		5.9%

		4.3%

		3.8%

		2.5%



		Medicare Advantage

		7.0%

		7.0%

		6.3%

		6.0%

		5.8%

		4.4%

		2.8%

		2.5%



		Pharmacy

		

		

		

		

		

		

		

		



		General

		9.4%

		9.3%

		8.4%

		6.9%

		6.5%

		6.5%

		6.3%

		10.0%



		Specialty

		12.4%

		13.2%

		14.0%

		14.5%

		14.8%

		16.6%

		18.2%

		22.7%



		Dental

		

		

		

		

		

		

		

		



		DHMO

		4.2%

		4.1%

		4.2%

		4.0%

		4.0%

		4.1%

		4.3%

		3.9%



		PPO

		6.3%

		5.9%

		6.0%

		5.4%

		5.0%

		4.5%

		4.9%

		4.7%



		Indemnity

		7.0%

		6.5%

		6.8%

		6.0%

		5.5%

		5.6%

		5.7%

		5.7%



		Vision

		3.1%

		2.9%

		2.9%

		3.6%

		3.7%

		3.5%

		2.5%

		2.5%










Medical Plans With Rx



Medical Plans Without Rx






Dental Plans





Prescription Programs








Medicare Supplement & Medicare Advantage Post-65 Plans
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Trend Rate Overview

The trend rates shown in this report represent national averages and are the predicted increase in claims cost. Trend increases for a specific company may vary significantly from these trend rates due to regional cost variations, company plan design, company demographics, and other factors. In addition, insured rate increases may be higher or lower than these trend rates based on an insurance company’s profitability, the plan’s claims loss ratio, the plan design, insured demographics, and other factors. It is important to note that these trend rates might not be appropriate for other purposes. Consultants should consider their specific client circumstances in selecting the appropriate trend rate. For example, standards such as ASC 715-60 and Actuarial Standards of Practice might dictate the use of alternative trend rate assumptions.

These trend rates include the following components:

Price Inflation—Price inflation is the average increase in the cost of goods and services of health care providers for medical, prescription drug, dental, and vision.

Fixed-Dollar Leveraging—Fixed-dollar leveraging is the cost added to a health plan due to the subtraction of unchanging deductibles, copays, or out-of-pocket maximums from a trended claim amount. To illustrate this with an example, suppose a claim of $5,000 increases by 10% in the next year to $5,500 and a plan has a $500 deductible that remains fixed. The net plan cost in this case increases from $4,500 to $5,000, or by a net trend of 11%. The fixed-dollar leveraging leads to the difference between the 11% and the 10%. Fixed-dollar leveraging has a significantly larger impact on CDH plans than on other plan types.

Utilization—This is the increase in the number of medical procedures performed in response to an aging population, new medical techniques, and more aggressive treatments of conditions.

Technological Advances—This is the change in cost due to new procedures replacing old procedures. Examples of technological advances include organ transplants, artificial organs, diffusion tensor magnetic resonance imaging, therapeutic cloning, and positron-emission tomography (PET) scans.

Cost Shifting—This is an individual provider’s shifting of costs from fixed or discount payers to reasonable and customary payers such as insurance companies or self-funded employers. Discount payers include Medicare, Medicaid, and managed care plans.
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The following companies contributed to the Aon 2015 Health Care Trend Survey:

		Plan Type

		Companies

		



		Medical

		Aetna Health Plans

Anthem BCBS United of Wisconsin

Anthem Blue Cross

Anthem Blue Cross and Blue Shield (Maine)

Anthem Blue Cross and Blue Shield (Virginia)

Anthem Blue Cross Blue Shield (Colorado)

Anthem Blue Cross Blue Shield (Nevada)

Anthem Blue Cross Blue Shield Indiana

Anthem Blue Cross Blue Shield Kentucky

Anthem Blue Cross Blue Shield Missouri

Anthem Blue Cross Blue Shield of Connecticut

Anthem Blue Cross Blue Shield of New Hampshire

Anthem Blue Cross Blue Shield Ohio

Blue Cross and Blue Shield of Central New York

Blue Cross and Blue Shield of Illinois

Blue Cross and Blue Shield of Kansas City

Blue Cross and Blue Shield of Louisiana

Blue Cross and Blue Shield of Minnesota

Blue Cross and Blue Shield of Nebraska

Blue Cross and Blue Shield of New Mexico

Blue Cross and Blue Shield of North Carolina

Blue Cross and Blue Shield of Oklahoma

Blue Cross and Blue Shield of Tennessee

Blue Cross and Blue Shield of the Rochester Area

Blue Cross and Blue Shield of Utica-Watertown

Blue Cross Blue Shield of Alabama

Blue Cross Blue Shield of Arizona

Blue Cross Blue Shield of Georgia

		Blue Cross Blue Shield of Iowa

Blue Cross Blue Shield of Massachusetts

Blue Cross Blue Shield of Michigan

Blue Cross Blue Shield of Texas

Blue Shield of California

Capital Blue Cross

CareFirst Blue Cross Blue Shield (DC/MD)

Cigna HealthCare

Empire Blue Cross Blue Shield New York

Florida Blue

Health Partners

Highmark (BCBS)

Highmark (West Virginia)

Highmark BS

Highmark Delaware

Horizon Blue Cross Blue Shield of New Jersey

Humana Health Plans, Inc.

Independence Blue Cross

Kaiser Permanente

Medica

Premera Blue Cross (Washington)

Premera Blue Cross Blue Shield Alaska

Regence Blue Cross Blue Shield of Oregon

Regence Blue Cross Blue Shield of Utah

Regence Blue Shield

Regence Blue Shield of Idaho

UnitedHealthcare

Blue Cross Blue Shield of South Dakota



		Medicare/
Post-65 Retiree Medical

		Aetna Health Plans

Blue Cross and Blue Shield of Central New York

Blue Cross and Blue Shield of Illinois

Blue Cross and Blue Shield of Kansas City

Blue Cross and Blue Shield of Louisiana

Blue Cross and Blue Shield of Minnesota

Blue Cross and Blue Shield of Nebraska

Blue Cross and Blue Shield of New Mexico

Blue Cross and Blue Shield of North Carolina

Blue Cross and Blue Shield of Oklahoma

Blue Cross and Blue Shield of Tennessee

Blue Cross and Blue Shield of the Rochester Area

Blue Cross and Blue Shield of Utica-Watertown

Blue Cross Blue Shield of Alabama

Blue Cross Blue Shield of Iowa

Blue Cross Blue Shield of Massachusetts

		Blue Cross Blue Shield of Michigan

Blue Cross Blue Shield of Texas

Capital Blue Cross

CareFirst Blue Cross Blue Shield (DC/MD)

Cigna HealthCare

Florida Blue

Health Partners

Highmark (BCBS)

Highmark (West Virginia)

Highmark BS

Highmark Delaware

Horizon Blue Cross Blue Shield of New Jersey

Independence Blue Cross

Premera Blue Cross (Washington)

Premera Blue Cross Blue Shield Alaska

Wellmark Blue Cross Blue Shield of South Dakota



		Dental

		Aetna Health Plans

Anthem BCBS United of Wisconsin

Anthem Blue Cross

Anthem Blue Cross and Blue Shield (Maine)

Anthem Blue Cross and Blue Shield (Virginia)

Anthem Blue Cross Blue Shield (Colorado)

Anthem Blue Cross Blue Shield (Nevada)

Anthem Blue Cross Blue Shield Indiana

Anthem Blue Cross Blue Shield Kentucky

Anthem Blue Cross Blue Shield Missouri

Anthem Blue Cross Blue Shield of Connecticut

Anthem Blue Cross Blue Shield of New Hampshire

Anthem Blue Cross Blue Shield Ohio

Blue Cross and Blue Shield of Central New York

Blue Cross and Blue Shield of Illinois

Blue Cross and Blue Shield of Kansas City

Blue Cross and Blue Shield of Nebraska

Blue Cross and Blue Shield of New Mexico

Blue Cross and Blue Shield of North Carolina

Blue Cross and Blue Shield of Oklahoma

Blue Cross and Blue Shield of Tennessee

Blue Cross and Blue Shield of the Rochester Area

Blue Cross and Blue Shield of Utica-Watertown

Blue Cross Blue Shield of Alabama

Blue Cross Blue Shield of Arizona

Blue Cross Blue Shield of Georgia

Blue Cross Blue Shield of Iowa

		Blue Cross Blue Shield of Massachusetts

Blue Cross Blue Shield of Michigan

Blue Cross Blue Shield of Texas

Blue Shield of California

Capital Blue Cross

CareFirst Blue Cross Blue Shield (DC/MD)

Cigna HealthCare

Dominion

Empire Blue Cross Blue Shield New York

Highmark (BCBS)

Highmark (West Virginia)

Highmark BS

Highmark Delaware

Horizon Blue Cross Blue Shield of New Jersey

Humana Health Plans, Inc.

Independence Blue Cross

Kaiser Permanente

Medica

Premera Blue Cross (Washington)

Premera Blue Cross Blue Shield Alaska

Regence Blue Cross Blue Shield of Oregon

Regence Blue Cross Blue Shield of Utah

Regence Blue Shield

Regence Blue Shield of Idaho

UnitedHealthcare

Wellmark Blue Cross Blue Shield of South Dakota



		Pharmacy

		Aetna Health Plans

Anthem BCBS United of Wisconsin

Anthem Blue Cross

Anthem Blue Cross and Blue Shield (Maine)

Anthem Blue Cross and Blue Shield (Virginia)

Anthem Blue Cross Blue Shield (Colorado)

Anthem Blue Cross Blue Shield (Nevada)

Anthem Blue Cross Blue Shield Indiana

Anthem Blue Cross Blue Shield Kentucky

Anthem Blue Cross Blue Shield Missouri

Anthem Blue Cross Blue Shield of Connecticut

Anthem Blue Cross Blue Shield of New Hampshire

Anthem Blue Cross Blue Shield Ohio

Blue Cross and Blue Shield of Central New York

Blue Cross and Blue Shield of Illinois

Blue Cross and Blue Shield of Kansas City

Blue Cross and Blue Shield of Louisiana

Blue Cross and Blue Shield of Minnesota

Blue Cross and Blue Shield of Nebraska

Blue Cross and Blue Shield of New Mexico

Blue Cross and Blue Shield of Oklahoma

Blue Cross and Blue Shield of Tennessee

Blue Cross and Blue Shield of the Rochester Area

Blue Cross and Blue Shield of Utica-Watertown

		Blue Cross Blue Shield of Michigan

Blue Cross Blue Shield of Texas

Blue Shield of California

Capital Blue Cross

CareFirst Blue Cross Blue Shield (DC/MD)

Cigna HealthCare

CVS Caremark

Empire Blue Cross Blue Shield New York

Express Scripts

Florida Blue

Highmark (BCBS)

Highmark (West Virginia)

Highmark BS

Highmark Delaware

Horizon Blue Cross Blue Shield of New Jersey

Humana Health Plans, Inc.

Independence Blue Cross

Kaiser Permanente

Medica

OptumRx (formerly Prescription Solutions)

Premera Blue Cross (Washington)

Premera Blue Cross Blue Shield Alaska

Prime Therapeutics

Regence Blue Cross Blue Shield of Oregon



		Pharmacy
(Continued)

		Blue Cross Blue Shield of Alabama

Blue Cross Blue Shield of Arizona

Blue Cross Blue Shield of Georgia

Blue Cross Blue Shield of Iowa

Blue Cross Blue Shield of Massachusetts

		Regence Blue Cross Blue Shield of Utah

Regence Blue Shield

Regence Blue Shield of Idaho

UnitedHealthcare

Wellmark Blue Cross Blue Shield of South Dakota



		Vision

		Aetna Health Plans

Anthem BCBS United of Wisconsin

Anthem Blue Cross

Anthem Blue Cross and Blue Shield (Maine)

Anthem Blue Cross and Blue Shield (Virginia)

Anthem Blue Cross Blue Shield (Colorado)

Anthem Blue Cross Blue Shield (Nevada)

Anthem Blue Cross Blue Shield Indiana

Anthem Blue Cross Blue Shield Kentucky

Anthem Blue Cross Blue Shield Missouri

Anthem Blue Cross Blue Shield of Connecticut

Anthem Blue Cross Blue Shield of New Hampshire

Anthem Blue Cross Blue Shield Ohio

Blue Cross and Blue Shield of Central New York

Blue Cross and Blue Shield of North Carolina

Blue Cross and Blue Shield of Tennessee

Blue Cross and Blue Shield of the Rochester Area

Blue Cross and Blue Shield of Utica-Watertown

Blue Cross Blue Shield of Georgia

Blue Cross Blue Shield of Michigan

		Blue Shield of California

Capital Blue Cross

CareFirst Blue Cross Blue Shield (DC/MD)

Cigna HealthCare

Dominion
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August 26, 2015 
 
Mr. Damon Haycock  
Executive Officer 
State of Nevada Public Employees’ Benefits Program (PEBP) 
901 S. Stewart Street, Suite 1001 
Carson City, NV 89701 
 
Subject: Incurred But Not Paid (IBNP) Liability and Catastrophic Reserve as of June 30, 2015 for PEBP’s 


Self-Insured Health and Welfare Plans 


Dear Damon: 


Aon Hewitt has estimated the Incurred But Not Paid (IBNP) liability for the State of Nevada Public 


Employees’ Benefits Program (PEBP) self-insured active & retiree medical, prescription drug, and dental 


plans to be $31,087,000 as of June 30, 2015. This is an increase of $6,414,000 or 26.0%, from the prior 


reserve estimate as of June 30, 2014. The change in medical and dental liabilities from the previous 


reserve estimate is attributable to the following: 


 An overall increase in membership of around 8% (approximately $2M) 


 Claims trend for Medical/Rx/Dental of around 8% (approximately $2M) 


 Plan design changes on July 1, 2014 that enriched both the medical and dental plans caused an 
increase of $1.7M 


 Due to the increased volatility in the claims, the catastrophic load  is now at 30%, up from 25% 
from the prior year (approximately $0.8M) 


 
The components of the reserve including the 95% confidence level are shown below: 
 


 


The IBNP liability development builds upon our “best estimate” by including a margin of 3% to account for 


estimated administrative fees for the payment of the outstanding claims by your medical and dental vendors. 


In the past, PEBP has also elected to include an additional margin to increase the certainty that IBNP 


reserves are sufficient to meet all claim run-out liabilities. The inclusion of a catastrophic reserve margin 


provides further protection against unforeseen conditions, including fluctuations in claims processing 


patterns, increased utilization, large claims, or other extraordinary circumstances. The margin represents 


a 95% probability incurred but unpaid medical and dental claims will not exceed the established reserve. 


FY2014 FY2015


Benefit Plan


Medical $21,809,000 $27,813,000


Prescription Drugs $1,428,000 $1,485,000


Dental $892,000 $1,121,000


Total IBNR $24,129,000 $30,419,000


Expense Margin $544,000 $668,000


Total All Reserves $24,673,000 $31,087,000
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The 95% probability is consistent with the level selected in the past by PEBP’s board for use with the 


IBNP margin. The result is a 30% load on the IBNP reserves to achieve the 95% probability threshold. 


Please note, this IBNP estimate does not reflect any of the following items that may have been incurred but 


not yet received: prescription drug rebates and Retiree Drug Subsidy reimbursements. IBNP is also 


commonly referred to as IBNR. Although used synonymously, IBNR is technically a subset of IBNP which 


also includes claims reported but not processed and processed but not paid. The IBNP amount above 


includes all liability components incurred but not yet paid. 


In addition to the IBNP liability, a non-actuarial liability which can exist is a “float” liability, which is based 


on the difference between the checks issued and the checks cleared. This liability can typically be 


assessed with 100% accuracy a day or two after the close of the period. It is an appropriate GAAP 


liability, but a non-actuarial liability, and as such is not addressed by this actuarial opinion. 


The estimated number of months of claims covered by the IBNP reserve determined as of June 30, 2014 


and 2015 by benefit plan is illustrated in the following table: 


 
 


Shown below is a comparison of historical IBNP estimates. Please note this illustration excludes the 
expense and catastrophic reserve margins, and represents medical, dental, and prescription drugs claims 
IBNP only. 
 


 


Benefit Plan FY2014 FY2015


Medical 2.6 3.0


Prescription Drugs 0.8 0.7


Dental 0.6 0.6


Total IBNR 2.1 2.3


Estimated No. of Months Covered


Group FY2014 FY2015 $ Change % Change


State


Active $12,298,000 $15,464,000 $3,166,000 25.7%


Retiree $4,378,000 $4,801,000 $423,000 9.7%


Total $16,676,000 $20,265,000 $3,589,000 21.5%


Non-State


Active $0 $4,000 $4,000


Retiree $1,485,000 $1,845,000 $360,000 24.2%


Total $1,485,000 $1,849,000 $364,000 24.5%


Prescription Drugs $1,428,000 $1,485,000 $57,000 4.0%


Total $19,589,000 $23,599,000 $4,010,000 20.5%


Medical and Dental Claims Only IBNP
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Actuarial Methods and Assumptions 


Liabilities for medical, dental and prescription drug benefits were estimated based on the Developmental 


Method. The underlying principle of the Developmental Method is that the progression of claim payment 


follows runoff patterns that are assumed to remain stable over time. HealthSCOPE Benefits, Inc. provided 


historical medical, dental, and prescription drug claim data summarized by incurred and paid period from 


July 1, 2011 through July 31, 2015 (though June 30, 2015 for dental and prescription data), with 


emphasis on the last twenty four months. Claims were adjusted as necessary for plan design changes. 


The results, produced by applying the Developmental Method to this data, were then adjusted for months 


where data was deemed non-credible. These adjustments were made using the Projection Method, which 


is based on the change in costs per exposure unit over time. The IBNP was determined using a June 30, 


2015 measurement date and includes July 2015 actual lag for medical, June 2015 actual lag for dental 


and pharmacy. 


The IBNP liability was further adjusted to reflect actuarial assumptions related to a number of 


factors/contingencies which could impact reserve adequacy. Such factors/contingencies include:  


changes in claim payment cycles, plan design, insurance carriers, large dollar shock claims, emerging 


claim trends, enrollment shifts, differences in the number of days in the projection period versus the 


baseline period, and other factors. 


Volatility 


There can be significant volatility in IBNP estimates depending upon the measurement period. As the 


medical, dental, and prescription drug carriers / PBMs have significantly increased their claim processing 


speeds over the last several years; the outstanding IBNP amount at any point in time has become a much 


smaller amount in relation to annual paid claims under the plan. Smaller amounts tend to have greater 


volatility (on a percentage basis). 


Source of Information 


In performing our estimate of IBNP liability, we relied on claims and enrollment data given to us by 


HealthSCOPE Benefits, Inc. We reviewed the data for reasonableness but have not audited it; as such, 


we are not certifying herein as to its accuracy. 


Group Medical Dental


State


Active 30,966 45,197


Retiree 4,293 9,724


Total 35,259 54,921


Non-State


Active 7 11


Retiree 1,256 6,129


Total 1,263 6,140


Total 36,522 61,061


Members as of Jun 2015
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Catastrophic Reserve 


We have estimated the catastrophic reserve to be $23.9 million as of June 30, 2015. Advanced statistical 
modeling calibrated to PEBP specific claims data was performed in the calculation of this reserve. High 
cost claimant data incurred during plan year 2015 and paid through July 2014 was provided by 
HealthSCOPE Benefits, Inc. and was reviewed in the course of calculating this reserve. 


Actuarial Certification 


We certify that to the best of our knowledge, the methods and assumptions used to develop the estimated 


IBNP liability are reasonable and are calculated in accordance with generally accepted actuarial 


principles as promulgated by Actuarial Standards of Practice Number 5 (pertaining to estimating incurred 


health claim liabilities) and Number 23 (pertaining to data quality). It should be noted that Aon Hewitt’s 


conclusions are based on certain assumptions that appear reasonable at this time. Actual experience can 


vary from projected experience, and this difference may be material. 


This report is intended for the sole use of PEBP. Aon Hewitt acknowledges the IBNP liability may be used 


by PEBP’s auditors in collaboration with PEBP financial statements. Reliance on information contained 


within this report by anyone for other than the intended purposes puts the relying entity at risk of being 


misled because of confusion or failure to understand applicable assumptions, methodologies, or 


limitations of the report’s conclusions. 


The actuary whose signature appears below is a Member of the American Academy of Actuaries and 


meets the qualification Standards of the American Academy of Actuaries to render the actuarial opinion 


contained herein. 


Aon Hewitt’s relationship with the Plan and the Plan Sponsor is strictly professional. There are no aspects 


of the relationship that may impair the objectivity of Aon Hewitt’s work. 


If you have any questions or need additional information, please call me at 303-782-3315 or email me at 


stephanie.messier@aonhewitt.com. 


Sincerely, 


 


Stephanie Messier, ASA, MAAA 


Assistant Vice President, Aon Hewitt 


cc: Celestena Glover, State of Nevada Public Employees’ Benefits Program (PEBP) 
 Tim Nimmer, FSA, MAAA, Aon Hewitt 
 Kirby Bosley, Aon Hewitt 
 Jonathan Bowen, Aon Hewitt 








Aon Hewitt 
2014 Health Care Survey


Future Ready. Real Now.







Future Ready. Real Now.


We are witnessing a sea change in the health care industry. Fueled by out-of-control costs, inefficient 
provider models, legislative change, evolving global markets, an aging and increasingly unhealthy 
workforce, and the emergence of public and private exchanges, health care is transforming to meet 
market demand. The goal: to deliver the right health services, at the right time, in the right setting, at 
the right total cost. 


The employer’s role in this health care equation escalates in importance as both a provider of health 
benefits to employees and an active advocate for healthy living. We now know that health, good or 
bad, impacts engagement, productivity, performance and, ultimately, business results. Health has 
become both a financial risk and a valued asset. 


Waiting It Out Is an Option—Just Not the Best One 


Employers must embrace change. The consequences of “waiting it out” for a more certain outcome 
include an unhealthy, unproductive workforce; legislative penalties; increasing cost volatility; and 
unplanned risk exposure. Senior-level executives recognize action is needed and are quickly making 
health care a top priority. 


And yet, the 2014 Aon Hewitt Health Care Survey suggests that a surprisingly large number of companies 
continue to use traditional (and often incremental) tools, tactics and programs to mitigate costs and 
improve health. They have not widely adopted new, innovative models to drive costs down, increase 
employee engagement, and track and analyze program performance. 


Future Ready. Real Now.


It’s challenging to stay afloat, let alone upright, amid the strong winds of change. But, improved health 
care programs will sharpen your competitive edge, lower costs for both employers and employees, 
increase employee performance and engagement, lower health risks and improve safety. In every way, 
the well-being of employees supports the well-being—and profitability—of the company. 


At Aon Hewitt, we share our experience, expertise and innovative, differentiated solutions with our 
clients to solve their most critical health and benefits challenges. Working together, we develop high-
value, results-focused strategies to lead health care into the future—starting now.


If you have questions or want to learn more, contact us or email health@aonhewitt.com.


Jim Winkler Lori Goltermann
Senior Vice President Executive Vice President
Chief Innovation Officer U.S. Practice Director
Health & Benefits Health & Benefits
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The Future of Health Care: 
Aon Hewitt Vision 2020
How do you sponsor, structure and deliver health benefits to 
manage cost and reduce absence? How can you attract and 
retain top talent, increase employee engagement and reduce 
health risks, especially for an aging workforce? How can you 
develop and execute a winning strategy for your company’s 
health benefits? Finding answers to these and other challenges 
requires hard work, innovative thinking and accurate, timely 
information about the current state of health care.


32014 Health Care Survey
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In our 2014 Health Care Survey report, Aon Hewitt shares our latest findings 
on employer viewpoints about the health care marketplace, what strategies 
and tactics they have in place today and what they are looking to implement 
in the future. We have combined in-depth research with our extensive 
experience working with many clients of different sizes and across a wide 
range of industries. The result is a unique level of insight about changing 
roles, evolving markets and competitive developments in health care.


Many of these changes involve economic pressures that are rapidly and 
significantly increasing for U.S. employers and employees. Since 2006, 
health care costs have increased 63 percent, employer costs have increased 
51 percent and employee costs have increased 91 percent1. During that 
time, salaries rose just 26 percent at an average rate of 3 percent per year2. In 
terms of tools for retaining top talent, which is a top concern for 31 percent 
of senior human resources professionals, there is a diminishing return on 
funding any increases in health benefits relative to increases in direct wages. 
In short, employers’ ability to use the benefits themselves as a lever to 
improve attraction and retention of key talent has eroded over time. 


1 Aon Hewitt Health Value Initiative
2 Aon Hewitt 2013–14 U.S. Salary Increase Survey


Rapidly Evolving 
Environment


Top Concerns on HR Leaders’ Minds


Source: Aon Hewitt Talent Survey


31% 


3% 


16% 


10% 


9% 


7% 
6% 


18% 
Other


Leading change


Succession planning


Aging workforce/retirement 


Development of leaders to take on more critical work


Engagement of employees


Business strategy execution


Retention of top talent


According to an Aon Hewitt talent survey of senior HR professionals about their top 
concerns, 31 percent identified the retention of top talent, 18 percent noted business 
strategy execution, 16 percent said employee engagement and 9 percent pointed to 
issues involving an aging workforce and retirement.
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We expect a shift in focus from the specific health benefits an employer 
provides to the employee health experience it curates. The resulting 
“value of health” to the employer and employee is the new competitive 
differentiator. This shift aligns with employers’ desired outcomes and key 
challenges for 2014: 


■■ Sixty-six percent aim to achieve increased participation in wellness, health 
improvement and disease management programs.


■■ Sixty-five percent desire to increase employee awareness of, and decision 
making related to, health issues.


■■ Seventy percent indicate that motivating employee health behavior 
change is a top challenge to achieving these outcomes. 


Value of Health


Employers’ Top Desired 
Health Care Outcomes 


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


66%


65%


52%


48%


34%
Increase employee use of tools and


information on provider price and quality


Reducing longer-term health care trend


Lower health risk of population


Increasing participants’ awareness of,
and decision making related to, health issues


Increase participation in wellness, health improvement
 or disease management programs


Employers’ Top 
Health Care Challenges


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


70%


51%


45%


39%


33%Organizational cultural shift/reluctance to change


Understanding employee attitudes
toward health and wellness


Unpredictability of cost 


Government regulations/compliance
(e.g., health care reform)


Motivating participants to promote behavior change
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These desired outcomes, challenges and priorities are driving fundamental 
changes: 


■■ A continued focus on employees as health consumers. This increased 
consumerism also creates demand for consumer-level competition among 
the carriers and a desire for clear and transparent information about the 
cost and quality of health care services. 


■■ Traditional benefit plans where coverage and overall cost are managed by 
the employer are being supplemented or replaced by a wider range of 
programs and carrier choices. These include private exchanges, as well as 
public benefits such as federal and state marketplaces, and the growth in 
access to Medicaid and Medicare.


Employers’ Top Health Priorities


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


Prepare for the transition from directly sponsoring health care
benefits to the use of corporate/private or state exchanges,


including adoption of a fixed-dollar contribution amount


Provide health and productivity management programs
tailored to individual member risk levels


Change contribution approach to o�er a
defined contribution (fixed-dollar amount)


Focus on care management and high-cost claimants


Drive significantly higher enrollment in consumer-driven plans


Increase employee cost sharing
(e.g., contribution, deductible, copay, coinsurance)


Promote other consumer-driven plan tools and resources,
including data on provider cost and quality


Implement a company-wide (or global)
wellness policy and guiding principles


Promote a culture of health in the workplace
(e.g., healthy cafeteria food, flexible schedules


to allow time for physical activity)


O�er incentives or disincentives to motivate
sustained health care behavior change 55%


52%


38%


37%


31%


28%


33%


20%


23%


23%


In response to these desired outcomes, and the challenges that get in the 
way, organizations are focused on an array of priorities.
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Driving Defined Commitment


■■ Even the meaning of health benefits coverage is undergoing a significant 
evolution. Instead of “health insurance” considered as a single concept, we 
now see two related but distinct areas: 


 — “Health” in terms of the overall physical, emotional, financial and social 
well-being of employees; the value this well-being provides to the 
company; and the value to employees of an employer-provided health 
experience. 


 — “Insurance” that supports this holistic view of health, managed 
through superior fundamentals, new high-deductible programs, and 
added features such as elective benefits and other strategies.


These changes and the distinction of “health” and “insurance” are reflected 
in three main themes of this report: driving defined commitment, advancing 
trend mitigation and elevating the health imperative.


 
Market dynamics, innovative approaches and new financial models are 
intersecting to drive change and better health care outcomes and business 
results. As sponsors of health benefits, employers can take advantage of 
newly introduced options, such as private exchanges, to address cost and 
volatility. Equally important, employees can align these new strategies with a 
greater range of choices to truly “own” their own coverage options.
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Aon Active Health Exchange  
2014 Enrollment Results


Top Reasons for Carrier Choice


Aon’s 2014 enrollment data indicated both a broad distribution of plans and that 
price mattered. 


31% 


42% 


17% 


10% 


Platinum


Gold 


Silver
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32%


~20%


23%


Best level of medical benefits for participant


Coverage similar to current plan


Price


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


36%


22%


25%


Network


Good past experience with carrier


Lowest cost for selected level


For example, reviewing enrollment data in Aon’s Active Health Exchange, 
we find a broad distribution of plan choice—indicating that the options are 
important to a diverse employee population. When evaluating choice of 
coverage level or carrier, price is consistently the top reason. 


Tops Reasons for  
Coverage Level Choice
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Due to changing market dynamics and recent innovations, employers have 
new approaches and tools to manage trend. 


Many employers remain highly focused on managing year-to-year cost 
increases. To their advantage, the current market dynamics and opportunities 
have accelerated innovation. Employers have greater opportunity to adopt 
advanced approaches and make smarter decisions about networks, payments 
and delivery systems for health care providers and pharmacy benefits. To that 
end, employers are still gravitating toward existing cost control tactics while 
keeping an eye on the near future to understand what new tools may be 
applicable to their specific workforces as a means to reduce health care spend.


New Approaches and Tools to Manage Trend


Cost Drivers


Covered population


Geography


Plan design


Utilization 


High-cost claimants


Provider pricing


Cost Reducers


Employer subsidy


Contribution strategy


Increased consumerism


Best-in-class networks/
provider discounts


Clinical program 
engagement


Advancing Trend Mitigation
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Health is a foundational element of four important employer-sponsored 
programs: workers’ compensation, safety, absence management and 
wellness. All four drive financial results in terms of productivity, quality 
and risk control. Leading employers are integrating health into their core 
business strategies. They’re developing innovative programs to improve their 
employees’ experience and reduce broader organizational health risks. 


Elevating the Health Imperative


Traditionalists
1%


Baby Boomers
22%


Generation X
20%


Generation Y
50%


Generation Z
7%


Successful companies recognize the strong relationship between employee  
well-being, a more fully engaged workforce and improved business results.


Engaged Employees Are Healthy and Productive


Engagement
Performance


New Business
Colleague Attrition


Quality Service
Shareholder Value


Well-being
Emotional


Social
Financial
Physical


People Business
Results


&Health
Engagement


The future of health care for employers, employees and providers will be 
determined by major changes and a new dynamic in the business world. 
The workforce will include five generations by 2020, with over 50 percent 
representing Generation Y. By doing things differently—while leveraging 
proven strategies—companies will be able to redefine, elevate and advance 
the value of health to engage employees, support continued growth and 
drive business results.


2020 Projected Workforce by Generation
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Executive Summary: 
Key Findings


Driving Defined Commitment


■■ Approximately 5 percent of employers use private health exchanges for 
active employees today, but an additional 33 percent expect to pursue this 
strategy over the next three to five years.


■■ The majority of employers see a private exchange as an effective way to 
increase employee coverage options while also transferring risk, managing 
volatility, reducing long-term cost trends and decreasing the time spent 
on vendor and plan management.


■■ About 20 percent of respondents indicate that the adoption of a 
defined dollar commitment is a priority as they transition to private or 
state exchanges. 


■■ A total of 77 percent of company subsidies are based on health plan costs, 
but this number is expected to decrease to 57 percent as employers shift 
to a defined dollar amount.


■■ Today, 70 percent of employers use incentives to drive employee 
commitment, yet more than half do not know the related cost savings or 
relative return as it pertains to improved health.


■■ Employers are using elective benefits to support the shift to consumer-
driven high-deductible plans. Thirty-six percent offer a critical illness 
benefit as part of their core enrollment. Cancer and hospital indemnity are 
offered by about one in five employers.
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Advancing Trend Mitigation 


■■ Cost shifting is still one of the most prevalent techniques for employers  
to manage cost, with 50 percent of respondents suggesting that their 
company will increase deductibles and/or copays.


■■ Use of reference-based pricing as a strategy will increase from about  
10 percent to 68 percent in the next three to five years. 


■■ Only about one in four employers is currently using or adding value-based 
incentive design for medical and pharmacy plans. However, 59 and  
57 percent, respectively, plan to add in three to five years.


■■ More than seven out of 10 employers (72 percent) are, or will be, reducing 
employer subsidies for dependents. 


■■ Only 23 percent of employers tightly manage the chronically ill through 
special networks or mandatory case/care management, but more than half 
(52 percent) are considering this approach in the next three to five years.


■■ Sixty-five percent of employers will include provider payment reform in their 
planning during the next three to five years. However, the adoption of new 
provider delivery options (narrow networks, accountable care organizations, 
patient-centered medical homes) appears slow with less than half of 
respondents expecting to employ these strategies within three to five years.
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Source: 2010 World Economic Forum
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Elevating the Health Imperative


■■ Eighty-one percent of employers offer tools to better understand health 
status and risk, and this figure is expected to grow to 97 percent in the 
next three to five years.


■■ Of the eight key drivers of health cost, the top priorities focus only on the 
physical, such as inactivity, smoking and a lack of health screenings.


■■ Targeted communication is still primarily based on specific health 
conditions (62 percent) versus demographic information (30 percent).


■■ Only about 25 percent of companies consider employee input/
participant attitudes when talking about overall strategy, plan design 
and rewards, but over 40 percent consider it in communication strategy 
and wellness programs.


■■ Only 14 percent of employers use social media to engage and 
communicate with employees.


■■ While industry averages show that absence costs employers about  
8 percent of payroll, only 36 percent of employers measure the  
impact of absence on their bottom line.


■■ Ninety percent of employers believe that the work environment  
and culture have the most influence on impacting worker health  
and changing behavior. 
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A total of 1,234 individuals participated in the Aon Hewitt 2014 Health Care 
Survey in December 2013 and January 2014. They were asked to answer 
questions about their U.S. health care benefits. Over half of the responding 
organizations have operations outside the United States.
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Driving Defined Commitment
The traditional and most prevalent approach to employer-
sponsored health insurance, where the employer sets and pays 
for a specific health benefit, is often referred to as a “defined 
benefit” approach. However, when the employer sets a specific 
amount to contribute toward coverage (but doesn’t dictate the 
exact health benefit) and the consumers are put in control of 
their health care and health insurance, it is often referred to as a 
“defined commitment” approach to health care. 


172014 Health Care Survey
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The defined commitment approach, by definition, offers employees more 
choice and ownership over their health care options and is a less paternalistic 
approach from an employer standpoint. Examples of a defined commitment 
approach include private exchanges as well as the use of incentives, cost 
limits, and elective or voluntary benefits. These solutions expand employee 
choice and control health care cost and volatility for employers. 


Respondents reported a high level of interest in offering benefits through an 
employer-sponsored private exchange and showed little interest in eliminating 
their benefits programs and sending their employees to the state- or federally 
sponsored health benefits marketplaces. Just 1 percent of employers have 
exited health care completely, and only 5 percent indicate interest in exiting 
over the next three to five years. Although only 5 percent of employers now 
use a private exchange for active employees, another 33 percent plan to 
consider private exchanges over the next three to five years.


Reshape How You 
Sponsor Health


Private Exchanges


Employer Health Care 
Strategy and Planning
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Employer Advantages of 
Moving to Private Exchange
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23%


Other (please specify)


Reduce long-term cost trend through
competitive market forces 


Improve competitiveness of current benefits


Minimize employer’s plan design and
vendor management responsibilities


Align health care benefits/subsidies with
overall employee compensation


Increase ability to focus e�orts on other initiatives,
such as health/wellness programs


Improve predictability of health care cost by
transferring risk to the insurance carrier


The majority of respondents (59 percent) view private exchanges as an 
effective way to transfer risk, reduce long-term cost trends (57 percent) and 
control the time spent on vendor and plan management (56 percent). 
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Fixed-Dollar Contribution Approach


Employers view potential negative employee reaction (62 percent), program 
disruption exceeding cost savings (43 percent) and loss of control over 
plan design (40 percent) as the main concerns in moving to exchanges, 
highlighting the need for a comprehensive and effective communications 
strategy as an integral component of the exchange strategy. 


As noted earlier, among the key priorities for 20 percent of employers is 
preparing to transition to an exchange environment, including the adoption 
of a fixed-dollar contribution sometime over the next three to five years. In 
addition, during the same  time frame, 23 percent indicate that a defined 
contribution approach with  a fixed-dollar amount will be a priority for their 
contribution strategy. 


Employee Advantages of 
Moving to Private Exchange
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Other (please specify)


Simplify and standardize plans so that it’s easier for
consumers to shop and compare options


Create a more competitive marketplace that will drive
insurance companies to provide better prices,


products and services


Make employees’ health benefits more valuable to them by
providing them greater control over how they can spend


the subsidy provided by their companies


Enhance employee engagement and accountability


Increase employees’ ability to choose the right mix of
plan design and price to meet their individual needs


Most employers (84 percent) recognize that private exchanges can increase 
employees’ ability to choose health benefits that best meet their individual and 
family needs. And over half of employers believe that private exchanges will 
make employees’ heath benefits more valuable to them by providing greater 
control over how they can spend a company-provided subsidy. 
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At present, 77 percent of companies base their contributions or subsidies 
on health plan costs (a subsidy is a percentage of health plan cost, subject 
to changes in health care trend). But, over the next three to five years, more 
employers (37 percent, up from 16 percent today) plan to shift to a defined 
dollar amount (i.e., fixed subsidy) with increases managed as part of total 
rewards or other expenses. This change will lower the number of companies 
using subsidies based solely on health plan costs to 57 percent.
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Very Much 
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Not 


Applicable
Description B


Company subsidy 
is a defined dollar 
amount with 
increases managed 
as part of the total 
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Company subsidy is 
determined based 
on health plan 
cost, with increases 
managed as part 
of the health plan 
budget process.


Next 3–5 
Years 13% 24% 20% 37% 5%


As employers move from a defined benefit to a defined commitment 
approach to health care, they often start with health improvement and use 
incentives to motivate employees to take action. Incentives are a component 
of an overall health improvement strategy, and they also help demonstrate 
the employer’s and employee’s commitment to health. 


Incentives are widely used by employers in an attempt to drive behaviors. 
Today, 70 percent of companies offer incentives (either rewards, consequences 
or a combination) to their employees. This will remain a focus for employers 
over the next three to five years as 55 percent identified using incentives (or 
disincentives) as a priority to drive positive health behavior change. 
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With respect to the focus of incentives, the data show that: 


■■ Eighty-eight percent focus on building health awareness (HRQs, BMI 
screenings, cost and quality tool use, etc.).


■■ Sixty percent focus efforts on motivating employees to take action (active 
participation in health programs, campaigns, individual coaching, etc.).


■■ Only 32 percent of employers are using incentives for the achievement of 
outcomes (reaching a predetermined value or making progress toward 
that value; examples include BMI, blood pressure, etc.).


Incentive Focus


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


88%


32%


60%


Achieve outcomes


Take action


Build awareness


Of those employers focused on building awareness and achieving outcomes, 
50 percent use health plan design incentives such as premium reductions. 
The use of cash or gift cards is the most favored incentive choice for 
employers focused on taking action (38 percent). 


However, there is little understanding of the true return on investment 
of these initiatives as it pertains to improved health. More than half of 
employers (51 percent) do not know if incentives are driving cost savings. 
In addition, a significant number simply do not know, or think there is 
little impact, from the use of incentives in improving health (45 percent), 
changing health risks (48 percent) or improving morale (40 percent). Only  
18 percent of employers think that incentives have a major impact on 
increased engagement and participation. These results underscore the need 
for employers to deploy measurement approaches that track changes in 
health risk resulting from incentive-driven program participation. 
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Incentive Impact on Plan Participants 


This reported disconnect between the health care programs companies offer 
and knowledge/tracking of the overall program impact can be noted in two 
other areas: 


■■ Sixty-six percent of companies want to increase participation in wellness 
programs, yet nearly half of employers indicate that they do not know if 
the use of incentives is leading to healthy behaviors (43 percent) or to 
improvement in health risk (48 percent). 


■■ In the same way, companies agreed that communication with employees was 
important, but few developed extensive communication programs. As noted 
above, just 14 percent currently use social media for employee communications. 
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Voluntary Benefit Offerings
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Elective, or voluntary, benefits are another tool that employers often use to 
support a defined commitment strategy and consumer-driven plans. These 
benefits add coverage, choice and value for employees by minimizing the risk 
of significant out-of-pocket expenses. According to survey results, the most 
popular voluntary supplemental medical benefit offered as part of employee 
enrollment is critical illness coverage, with 36 percent of employers offering 
currently and 25 percent adding this benefit in three to five years. Cancer and 
hospital indemnity benefit plans are offered by 22 percent and 20 percent of 
employers, respectively.


Elective Benefits
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Aon Hewitt Point of View Providing a defined commitment for benefits offers employees more 
choice and ownership over their health care options and can help drive 
consumerism and behavior change. Employers also gain the opportunity 
to reshape how they sponsor health care, choosing from a wider array of 
innovative options to address health care cost and volatility. By setting a fixed 
commitment/subsidy or defining an incentive strategy to “earn” benefits, 
employers can structure programs to drive improved results.


For all these approaches, we see a trend toward local and regional 
purchasing and a return to managed care principles with an increased focus 
on effective and efficient care delivery. Each defined commitment program 
will have to address specific needs in specific ways. A one-size-fits-all strategy 
will be neither effective nor cost-efficient.


Shifting risk back to insurance companies under a fully insured arrangement 
(for example, in private exchanges) requires a change in approach for many 
employers. Some recognize that the demand for more choice among plan 
options as well as the need for carrier competition and innovation have made 
“fully insured” plans a viable alternative again. 


Traditional incentives, such as cash or contribution to spending accounts, 
remain popular with employers because this approach has been proven to 
be effective in increasing awareness; it remains to be seen if the same proof 
statement can materialize with regard to incentives promoting action. 


Employers’ shift to defined commitment strategies relies on a communications 
plan to guide employee acceptance and engagement. Adding voluntary 
supplemental medical benefits can support a continued move to a consumer 
driven health plan.
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Advancing Trend Mitigation 
In this section, a number of fundamental, yet progressive, 
strategies to trend mitigation were evaluated by employers, 
such as narrow networks and reference-based pricing, in 
addition to innovative strategies such as payment reform, health 
system transformation and new ways to control pharmacy spend. 


272014 Health Care Survey
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Restructure Health Cost, 
Provider and Clinical 


Strategies


From 2012 to 2013, health care trend abated somewhat, with employers 
reporting 5 percent trend overall (all plans combined); PPO models 
experienced 5 percent trend, with 4 percent for HDHP with HSA and only  
3 percent for HDHP with HRA. However, employers expect trend to increase 
into 2014. Overall trend is expected to be 6 percent; PPO models are 
expected to experience 7 percent trend, while HDHP models will experience 
5 percent trend for HSA-compatible designs and 6 percent trend for HRA-
compatible designs. 


Cost shifting is still one of the most prevalent techniques used by 
employers to mitigate rising health care spend. Fifty percent of employers 
have increased deductibles and/or copays, and an additional 39 percent 
plan to implement these increases in the next three to five years. Only 
dependent audits (57 percent of respondents) and increased reliance on 
data (62 percent of respondents) are more prevalent cost management 
strategies today. 
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Health Plan Design and Strategy
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Complete a program audit of covered dependents to
ensure only those truly eligible remain in the plan


Adopt a “unitized pricing” approach
(e.g., charging per dependent)


Implement or increase specific surcharges for adult
dependents with access to coverage elsewhere


Eliminate coverage for adult dependents
with access to other coverage


Reduce employer subsidy for covered
dependents across the board


 Increase participants’ deductibles and/or copays


Adopt reference-based pricing, defined as limiting plan
reimbursement to a set dollar amount for certain services
 (e.g., MRI, radiology) for which wide cost variation exists


Adopt a best-in-market model with one common
plan menu and variable networks/health plan


administrators by state or local markets


A cost control strategy that is gaining significant consideration is reference-
based pricing, with an increase from 10 percent of respondents using this 
strategy today to an expected 68 percent adoption in the next three to five 
years. This increase will be driven by employers who set a pricing cap on 
benefits for certain medical services, typically those for which wide cost 
variation exists from provider to provider with no discernible differentiation 
in quality.


With respect to dependent coverage and adopting a specific dependent 
strategy, results show that the use of unit-based pricing for dependents is 
expected to significantly increase from 5 percent to 52 percent over the 
next three to five years. During the same time, 72 percent of employers 
will apply across-the-board reductions to subsidies for dependents. For 
adult dependents who have access to coverage elsewhere (i.e., working 
spouses/partners), 50 percent of employers plan to increase surcharges and 
49 percent plan to eliminate coverage in the next three to five years (with 
18 and 10 percent, respectively, already doing so). 
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Moving to high-deductible plans continues as a primary trend mitigation 
strategy. While a preferred provider organization (PPO) is still the most 
common plan design, offered by 75 percent of respondents, high-deductible 
health plans (HDHPs) continue to increase in prevalence. Sixty percent of 
employers offer an HDHP as an option, with another 25 percent considering 
doing so in the next three to five years. While only 15 percent of employers 
offer HDHPs as the sole plan option, 42 percent of employers are considering 
doing so in the next three to five years. 


A health savings account (HSA) remains the overwhelming favorite account 
type to fund HDHPs. Overall, 47 percent of employers offer an HSA versus  
18 percent that fund with a health reimbursement arrangement (HRA). 


Plan Design
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The current practice of offering multiple plan designs is giving way to 
design strategies with more focused approaches, such as full replacement 
HDHPs and “gated” plans. As noted previously, although only 15 percent of 
employers offer an HDHP as a full replacement plan today, another  
42 percent plan to move in this direction during the next three to five 
years. Likewise, only one in five employers now provides expanded design 
choice for those employees who complete a “gate” such as a health risk 
questionnaire or biometric screening, but 60 percent of employers intend to 
add such a “gating” approach in three to five years.
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Value-Based Insurance Design Offerings
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Value-based insurance design (VBID) for either medical or pharmaceutical 
coverage has not gained significant traction, with only 23 percent and  
25 percent of respondents (respectively) targeting health conditions through 
VBID currently or adding in 2014. However, significant expansion is expected 
with this strategy; 59 percent of employers plan to add VBID for medical 
benefits in three to five years and 57 percent for pharmaceutical coverage.
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Of those employers that have or plan to use VBID, only 11 percent will base 
the reward on achieving health outcomes. In fact, six of 10 employers do not 
require any specific action or behavior on the part of the enrollee in order to 
access the enhanced benefit level under the VBID coverage.
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Looking at other aspects of plan designs, employers are providing more plan 
selection support but not necessarily using design to drive positive behavior 
changes. Consumer tools are evolving from basic to more robust, interactive 
support due to an increase in access to data-driven information, with 
technology as a key enabler. Among employers, 34 percent plan to offer tools 
to guide decisions in plan selection and utilization in the next three to five 
years versus 26 percent today. A total of 49 percent offer cost transparency 
tools, and that number is expected to increase to 91 percent over the next 
three to five years.
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Vendor Management In terms of vendor management, most employers are discussing provider 
payment reform and delivery system transformation, although these areas 
are not a significant part of their immediate strategies. However, during the 
next three to five years, 65 percent of employers mentioned the inclusion 
of provider payment reforms to promote cost-effective, high-quality health 
care outcomes.
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In general, employers are seeking more financially efficient vendor 
management models. For example, although global medical tourism has 
been discussed for several years, only 5 percent offer this option today, yet 
25 percent expect to consider it in the next three to five years. A greater 
number of employers are moving certain procedures to domestic centers 
of excellence than are moving them to global medical tourism. Both still lag 
significantly behind other trend mitigation strategies. Among employers 
promoting the use of centers of excellence, the majority of programs 
remain voluntary. However, 37 percent indicate they may adopt centers of 
excellence in three to five years. These shifts align with the trend to offer 
“best in market” or “best in service” providers in terms of cost and quality. 
However, there is more room for change, with only about 12 percent of 
employers currently showing interest in direct contracting as a method to 
further focus on cost and quality. 


As we see a migration to more localized care (both in service and in 
purchasing), the move to narrow networks, accountable care organizations 
(ACOs) and patient-centered medical homes (PCMHs) remains limited, with 
less than half of respondents expecting to employ these strategies within three 
to five years. That said, there is emerging interest in these models specific to 
provider payment reform and overall physician contract management by the 
respective leaders in the vendor community. At the same time, employers 
are generally working through third parties such as health plans to assess 
alternative network strategies. Only 11 percent of employers today deploy 
some form of directly contracting with hospitals and/or physicians, and only  
28 percent anticipate doing so in the next three to five years. 
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Results show continued opportunities for employers to adopt clinical 
programs to advance trend mitigation. Many offer chronic condition 
management and health coaching programs, with little change anticipated 
in 2014. However, fewer than one in four employers go further to use 
special networks or mandatory case/care management for the chronically 
ill. This approach expands to more than half of all employers (52 percent) 
considering it over the next three to five years. 


Employers also have an opportunity to expand clinical programs for their 
broader populations. Only 20 percent of employers offer an on-site or 
near-site clinic, and 57 percent have no interest in acquiring one. Among 
additional “care setting” trends, nurse lines (a phone or online service in 
which registered nurses guide callers in making decisions about seeking 
care) are still popular. Sixty-one percent of employers will offer nurse lines 
in 2014, but only 21 percent of employers will offer telemedicine (a phone 
or online service to provide clinical care). Finally, 27 percent of employers 
offer access to expert second opinion programs at no cost to the employee; 
50 percent of employers are considering such programs for the next three 
to five years.


Employers are making important decisions that impact both their health 
care benefits (insurance coverage) and population health. Advancing trend 
mitigation involves multiple strategies to improve the benefit delivery 
foundation, including funding, design, clinical and provider system changes. 
Leading employers are attacking cost drivers with new approaches to 
utilization of, and payment for, health care.


In terms of funding, we see two strategies gaining popularity. Many 
employers set their subsidies as a percentage of total health care cost; 
as costs rise, so do their contributions. Going forward we expect more 
employers to adopt a fixed-subsidy approach, thereby allowing them to 
manage potential increases in funding in accordance with business needs. 
We also expect to see continued limits related to covering spouses or adult 
partners. Today, some employers have added spousal surcharges. In the 
future, employers may exclude spouses/partners from benefits programs.


Plan design strategies will evolve to be more requiring of participants. We 
expect more employers to use HDHPs as a total plan replacement versus an 
option. Along with this evolution, employers will require that HSA funding 
be earned through improved health outcomes or positive health behavior 
change. Consumers will be held more accountable, but they will also have 
more decision support tools with cost and quality transparency.


Vendor management is moving toward health plan and provider efficiency 
and effectiveness, increasing accountability with performance guarantees 
and enabling best-in-market strategies. We are moving from a one-size-fits-all 
vendor management approach to models that are more financially efficient.


Clinical Programs


Aon Hewitt Point of View
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Employers can support their advanced trend mitigation strategies and 
drive further cost savings by establishing a more rigorous environment 
around clinical programs and providing even more support for employees. 
Case management requirements can better manage health and cost for 
the chronically ill. Expanding on-site and near-site programs can advance 
prevention and acute care management to help improve population health 
results. We expect to see a continued shift toward requiring these types of 
approaches designed to get participants the right care, in the right setting, 
and at the right time and cost for a sustainable long-term health care program.


Provider delivery transformation and payment reform are driving much-
needed system changes to manage health care cost trends. The health care 
market is shifting, mainly due to the ACA, with the emergence of public and 
private exchanges. Providers are reorganizing around alternative delivery 
systems and reacting to narrow and tiered networks along with centers of 
excellence. The use of value-based pricing and cost/quality transparency 
tools will encourage consumers as never before. The future direction for 
employers will be locally driven, focusing on access to cost-effective, quality 
care within a geographic area.


What does this mean for employers today? We expect a gradual but 
significant adoption of ACOs, where hospitals and physicians work in 
partnership to care for a patient, and PCMHs, where a group of physicians 
collectively drives the care of a patient across the system. These, and 
other more tightly managed network models, represent the possibility of 
combining value-based payments with population health management. 
Employers will exert increasing pressure on health plans—and by extension, 
providers—to move the system toward these value-based approaches. 
Employers that embrace and help lead this change will achieve better results 
moving forward.


Although not specifically addressed in this survey, another area where 
employers can advance trend mitigation is to closely manage pharmacy 
spend. With specialty drug costs expected to skyrocket, employers need 
to make transformational changes in managing pharmacy benefits and 
integrating them into overall health management in order to maintain a 
positive impact on health care cost and outcomes.
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Elevating the Health Imperative
Health is a foundational element of four important employer 
performance-driven initiatives: workers’ compensation, safety, 
absence management and wellness. All drive financial results 
through improved productivity, quality and risk control. Today’s 
leading employers are taking a holistic view and finding shared 
connections to understand and improve the value of health 
across their businesses. 
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Our previous topics covered new models to structure health benefits 
coverage and new approaches to reduce cost and mitigate trend. This 
section goes beyond insurance to present a broader view of how health 
impacts the organization as a whole. 


“Health” is the complete physical, mental and social well-being of each 
employee. Despite this, the overwhelming focus of employers remains on the 
physical. Of the eight main behaviors driving health cost, survey respondents 
give top priority to physical behaviors, focusing on inactivity (28 percent), 
inadequate health screening (26 percent) and smoking (21 percent). Lack of 
sleep, alcohol abuse and poor health care are linked to increased health risk, 
but employers have not significantly addressed these problems.


Deliver an Experience 
that Improves Health 


and Performance
Health Behaviors and Risks


Top Employee Behavior Focus
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The top five health and performance programs offered by employers in 
2014 include biometric screening, health risk questionnaire, 24/7 nurse 
line, disease management and tobacco cessation program. In addition, to 
reinforce the focus on improving workforce physical inactivity and diet,  
56 percent of employers will offer physical activity challenges and 51 percent 
will offer health improvement coaching.


Most Prevalent Health Programs
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Impact of Health and Wellness Programs
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In terms of the spheres that influence an individual’s health behavior 
(community, work culture and work environment, along with health services) 
employers believe they can improve work culture (90 percent), but do not 
think they have much influence over individual health services (16 percent) or 
the community response to health (4 percent).
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Tools to Help Understand 
Employee Health and Risk


Employers are using communications to inform and support better 
decisions. Over 80 percent of employers now offer tools to help 
employees better understand their individual health status and risk, and this 
number is expected to grow to 97 percent over the next three to five years. 


Employee Experience


However, employers show little attention to the overall employee experience 
or to moving employees toward action. Although 54 percent provide 
employees with an aggregated view of their health usage and information, 
only 14 percent use social media to communicate with employees. This slow 
adoption of varying communication methods may potentially miss a high-
tech, high-touch, personalized channel that can increase the effectiveness of 
the message being communicated. 


The targeted communication that employers are using is overwhelmingly 
based on specific health conditions (62 percent) versus demographic 
information (30 percent). Only about a quarter of employers consider 
employee input and participation when talking about overall strategy, plans, 
designs and rewards, but over 40 percent consider it in communication 
strategy and wellness programs. 
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Despite the critical importance of health, coordinating the related employer 
programs to effectively use data analytics and improve results is still in its 
infancy. For example, only 22 percent of employers coordinate health and 
absence management with workers’ compensation; 19 percent use a data 
warehouse to integrate medical, absence, disability and wellness; and  
27 percent have focused on strategies and programs to improve workplace 
performance versus a single focus on lowering medical cost. 


Integrating Data Across 
the Organization


Absence Data Integration 
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 Coordinate health and absence management
and/or workers’ compensation
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Neither do employers use data and metrics to track absence or its cost. 
Sixty-four percent of employers do not measure the cost of absence and 
more than 82 percent do not relate absence to the frequency or duration 
of medical conditions. Employers could be missing a key integration point 
across absence, health and productivity.


Absence Management







432014 Health Care Survey


Use of Metrics to Measure
the Impact of Absence
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Today, pervasive gaps exist between the health care system, employers 
and individuals. These gaps cause limited or disjointed results for all parties. 
Employers often overlook the impact of these gaps across their organization. 
Employees are aging and new workers are entering the workforce with 
existing chronic conditions. The current health care system contributes 
inconsistent diagnoses and treatments, and multiple touch points, for the 
same medical event across employer programs. The typical results are 
confusion and outcomes that fall far short of their potential.


Employers should consider a new model—one that redefines health to 
more broadly include social, emotional, financial and physical attributes. 
Employers should also recognize that health events are not linear but cyclical 
throughout an individual’s lifetime. Each employee has a health experience 
cycle: avoid care (prevention), need care (providing access) or support care 
(simplifying the experience of complex and ongoing care). This cycle is 
closely connected to employee performance, productivity and overall value 
to the organization. 


Aon Hewitt Point of View
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Making the Future 
Real Now


Each part of the health experience cycle includes key performance 
dimensions that represent opportunities to connect organizational programs 
(wellness, absence, safety). For example, care coordination is a dimension 
of the support care phase. Implementing an effective stay-at-work program 
could improve outcomes across wellness, absence management and, 
potentially, workers’ compensation. The key is to realize these connections, 
share data and metrics, and align goals. Obstacles will start to fade away 
as integration takes hold and the health imperative—with workers being 
present, energetic, creative and productive—becomes a priority. 


Health care is a priority across all levels of the organization and is gaining 
more and more attention among senior leaders. We know that attracting, 
retaining and engaging key employees is paramount, but the power to pull 
specific levers to effectively manage health programs is slowly becoming 
diluted. As employers continue to opt to manage health and insurance 
programs using traditional methods, questions emerge: Will these tactics 
drive organizational engagement? How will your organization prepare to 
adapt to the changing health care delivery landscape, evolving workforce 
and overall program commoditization? 


At Aon Hewitt, we are committed to providing continued innovative 
solutions, strategic direction and thought leadership. To learn more, help  
you and your organization tackle critical benefits challenges, and prepare 
for the future of health care, contact your Aon representative or email us at 
health@aonhewitt.com. Our goal is to help you lead the future of health 
care, starting now.
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