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Local Resources

 Lead Consultant — Dan Bowen

« |eadActuary — Scott Hildebrandt

 Senior Account Executive — Jacqueline Fowler

« Account Manager — Brittany Scherzinger

» Area Vice President.of Compliance — Ruben Reyes
 Population Health Consultant — Mariela Smith

e Gulf States Area President — Chard Richard



One of the largest benefit consulting firms in America
I H&W, Actuarial, Retirement, Executive Benefits, HR Consulting

I In-House Resources: Actuarial, Compliance, Communications,
Outsourcing, Health Management, Employee Advocacy and Underwriting
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Health and Welfare Consulting

«  Strategic consulting to identify goals, analyze costs, and review current and alternative programs
»  Forensic contract analysis to eliminate waste, ineffective programs, and contractual gaps
»  Full service RFP development and evaluation support

*  Vendor management and partnership

Actuarial and Reporting Services

»  Forecasttotal plan costs and offer alternate plan options and cost saving measures

» \alidate carrieranalytics and program results

»  Develop experience-monitoring reports and identify key trends

* Recommend competitive employee and employer contribution strategies

»  Assess financial stability (reserve/funding appropriateness, GASB valuation, etc.)

» Develop funding rates, COBRA premiums, maximum exposure and potential savings
Pharmacy Consulting and Analytics

»  Comprehensive reporting and trend analytics including custom dashboard

_ Clinical support and program review/recommendations

» Audit and transparency services

Compliance

»  Comprehensive analysis and review of Healthcare Reform

*  Ongoing access to.regional Compliance Department for any compliance-related questions or concerns
*  Onsite compliance support and staff training as needed

« Legislative compliance toolkits and legislation:.monitoring and updates

«  Communication of notice requirement deadlines

»  Technical Bulletins, Benefit Bulletins, and Directions Newsletter
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Healthcare Market Trends

* 6% Trend
* ACA Compliance
* Population Health Management

* 10% Trend

* High Cost Generics

» Specialty Drugs

* Program Management

* Third Party Administrators
* Networks and Provider Contracts
« Strategic Alternatives to Plan Design




Key Decisions

1 Key staff changes within OGB
I Decision to modify plans and increase rates to avoid depleting fund balance by FY 2016

] Managed costs and modernized plan by implementing a pharmacy Formulary and Prior
Authorizations

1 Implemented standard medical benefit limits, including prior authorizations, to control costs and bring
plans in line with market trends

] OGB engaged Gallagher and began Medical Administration RFP

1 As part of modernization and cost containment strategies, medical plan design changes take effect
for Active and new Retirees

1 Premiums are increased by an average of 10.8% to properly align with expenditures and maintain the
fund balance

1 Blue Cross Blue Shield of Louisiana is awarded the Medical Administration contract (effective
January 1, 2016)

1 Enhanced management and engagement programs for members, including onsite nurse coaching.

I Fund balance anticipated to be within the target range one year ahead of schedule

2014
2014

September
2014

September
2014

January 2015

March 2015

July 2015

July 2015

January 2016

July 2016




Key Accomplishments

« Streamlined OGB administration to better align with industry standards for
large ASO groups — functional realignment to transform OGB from an agency
that administered benefits to an agency that manages the administration of
benefits

* Improved vendor management and oversight through the creation of
functional units, including the Contracts Management and the Medical and
Pharmacy Benefits Management sections

. Focus on Wellness — Launched Live Better Louisiana program in May 2014

« Strong focus on Customer Service
— Phone line revamped to better address member issues
— Dedicated phone line & staff to address agency-specific issues
— Website redesign




Cumulative Annual Effective Rate Adjustment, FY 2013 T FY 2016
* OGB Self-funded Plans (All Coverage Levels): 1.535%

« Average Employer Sponsored Plan (Single Coverage): 4.517%!?
« Average Employer Sponsored Plan (Family Coverage): 5.151%!?

2013 -7.00% 0.9300
2014 -1.77% 0.9823
2015 5.00% 1.0500
2016 10.80% 1.1080
Cumulative Adjustment Factor 1.06
Cumulative Annual Effective Adjustment 1.5%

1 Source: Kaiser Foundation survey on trends in employer. sponsored plans most recent four year trends in average annual premiums for single and family coverage.
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Cadillac Tax

« Beginning in 2020, a tax will be imposed on employer-sponsored health coverage
with costs that exceeds the annual threshold.

— Cost is defined as the total premium and the thresholds are set on an Employee and Family tier

basis.

— Active thresholds are.currently $10,200 annually for individuals and $27,500 for families and
Retiree thresholds are $11,850 for individuals and $30,950 for family.

— Thresholds could be subject'to change and indexing based on cost trends and demographics

« Atax will be applied to the amount in excess of the threshold

— Tax = Aggregated excess benefit amount multiplied by 40%

« Potential Cadillac Tax impact FY 2020 —FY 2023: $98.4M




Financial Impact of HCR in 2015

24.13M

Total Projected
ACA Costs FY
15

overage for

— Pre-Existing

Clinical Conditions
Trials

Additional
Preventive
Services for
Women
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Fund Balance History

SCENARIO 1

What if the FY 13, 14, 15
and 16 rate changes and
the FY15 benefit plan
changes were not
enacted? The FB would
have been depleted in
FY17.

SCENARIO 3

What happens if we make
no further changes to rates
or benefits? The FB will
decrease and will fall
below the target range in
FY17.

FYE 2016: $71.6M
FYE 2017: ($266.2M)
FYE 2018: ($738.5M)

FYE 2016: $149.7M
FYE 2017: $112.0M
FYE 2018: $72.6M

SCENARIO 2

What if the 5% (FY15)
and 10.8% (FY16) rate
changes and the 2015
benefit plan changes
were not enacted? The
FB would have been
depleted in FY16.

SCENARIO 4

What happens if we
make rate and/or
benefit plan changes
equivalent to a 7%
aggregate rate
adjustmentin FY 177
The FB will remain
within the current

target range.

FYE 2015: $14.6M
FYE 2016: ($294.5M)
FYE 2017: ($728.2M)

FYE 2016: $149.7M
FYE 2017: $156.9M
FYE 2018: $164.6M




Fund Balance History T Scenario 1
« Assuming no historical rate adjustments and no benefit plan changes were made, the fund

balance would have been depleted by FY 2017

Scenario 1
Revenues, Expenses, Year-end Fund Balances
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Fund Balance History T Scenario 2
« Assuming the historical rate adjustments in 2013 and 2014 were not followed by additional rate

adjustments or benefit plan changes, the fund balance would have been exhausted by FY 2016

Scenario 2
Revenues, Expenses , Year-end Fund Balances
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Fund Balance History T Scenario 3

«  Due to rising healthcare trend, without ongoing management and rate adjustments* the fund balance
will again reduce to below the target range and become depleted

Scenario 3
Revenues, Expenses, Year-end Fund Balances
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*Assumes no rate increase effective January 2017.




Fund Balance History T Scenario 4

With continued plan management and premium adjustments* in the future, the program should remain
on a track of sustainability and should be within the target fund balance range by FYE 2016

Scenario 4
Revenues, Expenses, Year-end Fund Balances
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*Assumes 7% aggregate premium rate increase effective January 2017.
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Demographics

Magnolia Local Plus 165,715
Magnolia Open Access 44,182
Pelican HRA 775 7,359
Pelican HSA 1000 3,617
Magnolia Local 965
Total 221,838
Active $300
Non-Medicare Retirees $648
Medicare Retirees $154

*Data based on BCBSLA quarterly review presented 2/16/16, utilizing a reporting period of January 2015 — October 2015.




summary

« Benchmarking of OGB-offered benefits against those of cohort Southern states* illustrates the
richness of OGB plan offerings

Exceeds
Benchmarks

Wide Variety
and Retiree
Focus

Equal
Benefits

*Cohort States: Alabama, Arkansas, Florida, Georgia, Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee and Texas




«  OGB members who retired prior to March 2015 receive a grandfathered benefit design, as reflected in
the deductible amounts for Louisiana shown below, in red.

HMO Plan Deductibles

# of States* Offering OGB-offered  Other States Other States

75% of
OGB Members
are Enrolled in

_ Member Type HMO Plan Coverage HMO Plans Average Median
the Magnolia

Local and Local

Plus Plans Non-Medicare Retiree /$400 $650 $650

$0

PPO Plan Deductibles

# of States* Offering OGB-offered  Other States Other States

19% of OGB
Members are
Enrolled in the
Magnolia Open

Access Plan

Member Type PPO Plan Coverag PPO Plans Average Median

Non-Medicare Retiree 9 /$900 $650 $600

$300

6% of OGB Consumer Driven Health Plan (CDHP) Deductibles

Members are # of States* Offering  OGB-offered  Other States  Other States

Enrolled in the Member Type CDHP Coverag CDHPs Average Median
Pelican HSA 775
and HRA 1000

Plans Non-Medicare Retiree



«  OGB members who retired prior to March 2015 receive a grandfathered benefit design, as reflected in
the deductible amounts for Louisiana shown below, in red.

HMO Plan OOPMs

# of States* Offering OGB-offered  Other States Other States

75% of
OGB Members
are Enrolled in

_ Member Type HMO Plan Coverage HMO Plans Average Median
the Magnolia

Local and Local
Plus Plans

Non-Medicare Retiree /$2,500 $5,175 $5,175
$1,000

PPO Plan OOPMs

# of States* Offering OGB-offered  Other States Other States
Member Type PPO Plan Coverag PPO Plans Average Median

19% of OGB
Members are
Enrolled in the
Magnolia Open

Access Plan

Non-Medicare Retiree /$2,500 $4,500 $4,000
$2,300

6% of OGB Consumer Driven Health Plan (CDHP) OOPMs

Members are # of States* Offering  OGB-offered  Other States  Other States

Enrolled in the Member Type CDHP Coverag CDHPs Average Median
Pelican HSA 775

and HRA 1000
Plans Non-Medicare Retiree
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Known Initiatives i 2016/2017

Healthcare Market Trend Analysis

Pharmacy RFP

Nurse and Wellness Program Development

Reporting Package

High Cost Claimant and Utilization Review

ActiveCare — Diabetes Management

Plan Design Evaluation

Enroliment, Reporting and HCR Tool

Continue to monitor market trends to remain competitive while controlling
increasing costs

Medical trend — 6%

Pharmacy trend — 10%

Released April 8™

Effective date 1/1/17

Establish and implement onsite nurse health management coaching
program

Expand Live Better Louisiana wellness program

Coordinating data needs with BCBSLA

Gallagher and TPA to perform review of high cost claimants, case
management and utilization patterns

Enhanced member education through onsite resources
Evaluate program for expansion

Strategic evaluation of plan design as compared to benchmarks

Long term strategy evaluation

Implement a tool to ease administrative burden for agencies that allows for
enhanced enrollment capabilities, population reporting and Healthcare
Reform compliance




Aggregate Rate Increase: 7%

—— — —

* Current FYE 2016 * Recommended * Would bring FYE * Increase can be
projected Fund 7% aggregate rate 2017 projected achieved through
Balance increase in Fund Balance to rate action

January 2017 $156.9M
* Required to keep » Within target range
pace with of $130 - $240M
healthcare inflation o Range is projected
and to maintain a to decrease
healthy Fund slightly with
Balance removal of outlier
 January timing month
recommended for
ease of
communication

and administration
due to annual
enrollment timing

Note: All claim estimates and projections are based upon data known and available at a point in time. Future results may differ significantly from current
projections due to variability of claim incidence, changes to disease burden of population and demographic make up, legislative forces, changing market and
economic conditions'and underlying provider contracts, interest rates or inflation fluctuations, changing medical protocols and technology, and other underlying
variables that contribute to variance of revenue and expenses.




Rate Adjustments Only; No Benefit Plan Design Changes

» Aggregate premium rate adjustment of 7% effective January 2017

«__No benefit plan changes

o)

Rate.adjustments have historically occurred in July; January rate adjustments eliminate
need for mid-plan year special enroliment
Rate adjustment can be differentiated by plan, to allow those plans that cost OGB the most

to be priced accordingly

« FYE 2017 Fund Balance projection: $156.9M
« DECISION POINT: Premium adjustment — two scenarios

1.
2.

Premium rate adjustment of 7% increase for all plans effective January 2017; or

Differentiated rate adjustment. of 7.5% increase to Magnolia Local Plus and 7.5%

increase to the Open Access 'and 3% increase to the remaining plans effective January
2017
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Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
2016 2016 2016 2016 2016 2016 2017 2017
Jul August September October November December March i May

11338 122.4 1232

116.1 120.9 129.5 120.4 127.8 1216 116.0 119.8
Surplus/Deficit 2.3 6.1 16.1 57 9.1 76 6.3 34

Fund balance / Net Position 147.4 141.3 1252 1195 128.6 120.9 134.0 1455

Estimated Assets / Cash 245.8 239.7 2236 217.9 218.2 2125 222.8 2338

Projected Projected Projected Projected Projected Projected Projected Projected
2017 2017 2017 2017 2017 2017 2018 2018
Jul August September October November December March i
1195 1205 119.0 120.4 143.7 119.6 1285

121.9 126.9 136.0 126.4 134.2 127.6 121.8
Surplus/Deficit 2.4 6.4 -16.9 6.0 95 8.0 6.7

Fund balance / Net Po 154.6 148.2 131.2 125.2 134.8 126.8

mated Assets / Cash 252.9 246.6 229.6 223.6 224.4 218.4

Projected Projected Projected Projected Projected Projected Projected Projected
2018 2018 2018 2018 2018 2019 2019
August September October November December March i
: ] . 134.9

! A A 127.9
plus/Deficit i ! ! ! 7.0

Fund balance / Net Po . b ! 147.2

Estimated Assets / Cash ! d p 236.1

Projected Projected Projected Projected Projected Projected Projected Projected
2019 2019 2019 2019 2019 2019 2020 2020
Jul August September October November December March i
1317 132.9 1312 1327 158.5 131.9 1417
134.3 140.0 149.9 139.3 147.9 140.7 134.3

140.4
2293

Surplus/Deficit -2.6 -7.1 -18.7 -6.6 10.5 -8.8 ! . 7.3 b d
Fund balance / Net Po 169.9 162.9 144.2 137.6 148.1 139.3 135.9 147.0 154.4 163.8 167.7
Estimated Assets / Cash 268.3 261.3 242.6 236.0 237.7 230.9 227.7 239.1 2433 248.6 256.0
Projected Projected Projected Projected Projected Projected Projected Projected
2020 2020 2020 2020 2020 2020 2021 2021
Jul August September October November December March i May

1411 147.0 157.4 146.3 155.3 147.8 157.8 139.1 141.0 139.9 145.6
Surplus/Deficit 2.8 74 196 6.9 11.0 9.3 35 11.7 77 9.8 42

Fund balance / Net Position 178.2 170.8 151.2 144.2 155.3 146.0 1425 154.2 161.9 171.7 175.9
Estimated Assets / Cash 276.6 269.2 249.6 242.6 244.9 237.6 234.3 246.2 250.7 256.6 264.1

Projections assume 7% aggregate increase for
Plan Yr 2017 and 5% aggregate for Plan Yrs 2018-2021

Projected Projected
2017 Total
June FYE 2017
123.1 1,450.2
111.7 1,443.0

114 7.3
156.9 156.9
250.2 250.2

Projected Projected
2018 Total
June FYE 2018

129.3 1,622.7
117.3 1,615.1
12.0 7.6

164.6 164.6
257.8 257.8

Projected Projected
2019 Total

June FYE 2019
135.8 1,598.9
123.1 1,590.9
12.6 8.0
172.6 172.6
265.8 265.8

Projected Projected
2020 Total

June FYE 2020
142.5 1,678.8
129.3 1,670.4
13.2 8.4
181.0 181.0
274.2 274.2
Projected Projected

2021 Total
June FYE 2021

1,762.8
135.8 1,753.9
13.9 8.8
189.8 189.8
283.1 283.1
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The intent of this analysis is to provide you with general information regarding the status of, and/or potential concerns related to
your current employee benefits environment. It does not necessarily fully address all of your specific issues. It should not be
construed as, nor is it intended to provide legal advice. Questions regarding specific issues should be addressed by your general
counsel or an attorney who specializes in this practice area.

This analysis is for illustrative purposes and is not a guarantee of future expenses, claims, costs, managed care savings, etc. There
are many variables that can affect future health care costs including utilization patterns, catastrophic claims, changes in plan
design, health care trend increases, etc. This analysis does not amend, extend, or alter the coverage provided by the actual
insurance policies and contracts. Please see your policy or contact us for specific information for further details in this regard.

This proposal is an outline of the coverage proposed by the carrier(s), based on information provided by your company. It does
not include all of the terms, coverages, exclusions, limitations, and conditions of the actual contract language. The policies and
contracts themselves must be read for those details. Policy forms for your reference will be made available upon request.

This analysis contains a financial cost summary and an outline of key policy provisions. Although cost is an important factor in

placing coverage with a stop loss carrier, key policy provisions are also critical to the selection process and they may represent

addi tional financi al i ability. For exampl e, a stap |l oss po
negative financial impact on the Plan. Although most stop loss carriers will agree to cover medically necessary and generally

accepted practices and procedures, there may be other limitations which should be considered prior to policy acceptance.

GBS and certain of its insurance carrier markets from time to time enter into arrangements providing for additional
compensations to be paid to GBS by such carrier generally with respect to the total volume of premium or insurance coverages
written through GBS with that carrier (i.e.: all insurance policies with that carrier where GBS is the broker). It is not clear at this
time what these fees and/or.commissions retained by GBS, GBS affiliates, such as excess and surplus lines brokers, wholesalers,
reinsurance intermediaries, and-similar parties, may earn and retain commissions and/or fees in the course of providing insurance
products.




