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'~ OVERVIEW
B A word about WISTAX
Today’s topic,. concept and context
A parable
Sales tax, income taxes (Indiv. and cotporate)
Why care?
What to do about it?
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“fTHE CONCEPT OF TAX EXPENDITURE

M What is an expenditure vs. tax expenditutre
c.g., GPR subsidy to nursing schools to limit tuition vs.
refundable income tax credit to each nutsing student

B Problem: Same goal, but one scrutinized, the other ignored;
hence, “the spending no one sees”

M Exacerbated by politics: Spending requires taking taxes vs.
tax expenditure (here, credit) gives tax money back!
Comment: Kahneman, Tversky and the Nobel prize
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irTHE WISCONSIN CONTEXT

B Like federal gov't, state elected officials love giving
“tax goodies™; natural bias to barnacle-ization

B Attempts to control:
— Jt. Survey Committee on Tax Exemptions
— DOR Tax Exemption Devices (1977 - present)
M Little success, e.g., Wis, indiv. inc. tax: Goal, fed. conformity;
But (1) adds/subtracts to FAGI — 41 (2001) vs. 75 (2015)
(2) Wis. credits — 10 (2001) vs. 40 (2015)  Exception?
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B Community of 100 badgets, live on island mid-tiver

M Badgers consume: — Food (worms, rodents), Clothing (scatves)
Bpdgerland Eotaimes Pundyiscs Transport (tunnel equipm’t, fiver crossing)

Cloaks 1500.
6%

— Subject to 4% sales tax ‘;lﬁ

b 10000
Tunnel_— !
s Equ‘il;u’m‘:/ i A0t
250010%
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@®®@ Pressure to exempt food (todents, then worms) from tax

Cloaks 1500
6!%

©) Tunnellers get equipm’t exemption Whatslefl 22

@ “Make clothing exempt, too” (cloaks)
@ @ ® ) N

No exempts Ex, rodents Ex. worms Ex. Equip. Ex. cloaks ¥ v
\ \_:’ ] Hadenrs
Rate 4.0% 6%% 10.0% 13%% 164% oy, /) b
Tax Base 25,000 15,000 10,000 7,500 6000
Revenue 1,000 1,000 1,000 1,000 1,000
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F; 3: Tax Cost of Major Sales Tax Bemptions

Backgr ound BOR Estimates farﬂOH.M;‘ Millions, $3.54 Billion Total

§5703 55713

m Wis “late”: 60%, selective, gen’l

] Tax “tangible personal prop.”

400
What it’s not . .. services 300
m 2013-14: $4.3 billion; now . . . e
5100
m 5% +05%+...
50
Food Motor  Prescription Water From Resid. Fual
Fuels Drugs Mains & Elac.
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-~ < WISCONSIN SALES TAX, II

Figure 4: Tax Cost of Service Exclusions From Sales Tax & ECOﬂOI’l’ly: gOOdS VS. services
DOR Estimates for 2014, $ Millions, $1.40 Billicn Total

] m Tax “tangible personal prop.”

0019

do not impose tax on services
S i euiile Tiiorl m DOR: 27 setvices (@ $1.6 bill.
: sulm e.g, batber/beauty, health clubs M Fix’s: medical ($651m)
0 smo s swo s s legal ($120m), advert. ($88m)
janitorial ($22m), beauty ($22m)

m But, tax?? e.g., business inputs?
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QWISCONSIN INCOME TAX
Background
m Wis. “the first” — 1911
m Unusual reliance, ~ half of GPR taxes, 2014-15: $7.33 bill.
m Now, rates - 4.00% to 7.65%, four brackets, max. jt.- $325,700

m Rank, 2013 as share of pers. income, 7%
usually 20%-30% > U.S. average (another speechll)
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Fgeos |- Major Corrprormrdts of Wimrsin'

% bncna
Pnn:h—C*:.ihghl—dnddlan. 4
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Wlaconsn begms with lakn.l wjrsied l\m
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=@ INCOME TAX VOCABULARY
The state beniifics 75 poasitie adlitions —
o mbtractioss (exclusord) S AGL -
The "t cost” of cxcleaions totaled St

55641 7 millice In 2014

e hou b L oo - B Exclusions

The state prinices

Tetroiusicieat: g - ;
S (R S B Pers. exemption, Std. deduct’m
5977 millen s 2014

S T e M 'Tax credits (incl. itemized ded.) J
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* ~INCOME TAX EXCLUSIONS

B LR Estmates, n Miion, for 2014, s641 7 Milon o M ixclusions from income
P50 " OtierEsp, - — Soc. Security: Fed. vs. WI, dumb?

~ $25.1

T y - — Cap. gains: Fed. vs. W1, 60%-30%
'm Spending excluded
— Tuit’'n to Wis. college/univ ($24m)
- College savings plans ($11m)

— Adoption expenses * ($0.1m rl)

Other Ret. Inc.,
548.0
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" INDIVIDUAL INCOME TAX CREDITS

Table 1: Wizconzin Income Tax Credits

Eotinated “Tax Costs™ for 2014, $ Milions. B Credits ate not deductions

Credit Amt. B Refundable or non-refundable

School Property Tax B0 m Specific credits

Tncome Tax Faid to Ofher States 325.0 =

Ttemized Deduetions 2550 M Out of control? $1.6 billion

Iaried Cougples 2Ex0 s :

Homestead 1180 — Politically appealing

Barnad Income (ETTC) 104.0 — Both parties have dumb credits

Orithe - (35) 121.7 . :

ot 15987 — Small consolat'n: WISTAX, CPAs
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- CORPORATE INCOME TAX CREDITS

Table 2: Corporate Income Tax Credits
Background DOR Estimates for 2014, § Millions
17 . 23 ) % of Corp,
m 1911 “companion Credif Amonnt _Collections
vin S o Mamufacturing and Ag. £33.2 34%
m Fvol 5 £0. dGSlgﬂ : Enterprize Zonaz Jobs 324 33
C VS. SU.b—S, etc. Raeard:_tﬂxpmditmm 259 27
Economic Development 83 09
m Flat 7.9% rate Jobs n 0.7
Development Zonas 27 03
Wl $967m (2014.) Health Tns. Risk-sharmg Pool 26 03
. Others 107 1.1
m Ag-Manuf. credit, Total 1230 127
indiv + cotp. = $284 m by FY 2017 = e.g., need for policy
LA Wisconsin Taxpayers Alliance Commission on Government Reform, Efficiency, and Performance
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— ' SPENDING VIA TAX SYSTEM - WHY CARE?

First, what makes a good tax system? (Little disagreement . . .)

3

B Economically, behaviotally neutral: doesn’t unnecessarily
damage economy ot encoutrage unproductive behaviors

B Easy to comply: Minimal taxpayer costs in time, money

B Minimal administrative /enforcement costs, as well.

B Maximally “productive” — reliably generates needed trevenue

B Stable, predictable revenue (e.g, CA income taxrl)

B Fait, equitable (horizontal, vertical equity)
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B Huge amounts of spending with little/no scrutiny

B Puts upward pressure on tax rates:
Higher rates for all, benefits fort relatively few

M Fconomically “suboptimal™: distorts market, plays favorites,
higher rates discourage behavior, e.g., work, saving

B Complexity increases regulatory/compliance burden:
costs 1n dollars, unproductive use of time

B Increases government administrative/enforcement costs

LA~ Wisconsin Taxpayers Alliance Commission on Government Reform, Efficiency, and Performance
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" ~...WHY CARE? (Il)

B Compliance expense is regressive (immoral?)
M Alienating, contrary to Amer. philosophy (“of the people . . .”)
B Getting worse
B Naive—Context overlooked:
—Federal vs. state tax policy
— State tax collections vs. state economy
— State taxes vs. local property taxes
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~WHAT CAN WE DO?
B Honestly, not a lot: Lack policy vision, political courage
M Small steps: Use tools we have (JSCTE and DOR tepott)
B Larger goal: Design taxes that can’t be “mucked up”
B Examples: Individual income tax (context — simplification!)
— Simple state income tax, 1 or 2 rates based on FAGI

— ... or percentage of fed. liability (“piggyback”)
— Income tax to payroll tax: no form filing (~ Soc. Sec.)
B Sales tax even tougher? VAT or LOW-rate gross receipts tax |

LA~ Wisconsin Taxpayers Alliance Commission on Government Reform, Efficiency, and Performance
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Questions?

wistax.org

Celebrating 85 years of nonpartisan research and citizen education

Tz YOlfor Yol SUDDORE,
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lowa Department of

W REVENUE

IOWA TAX CREDIT
TRACKING AND
ANALYSIS PROGRAM

Angela Gullickson

lowa Department of Revenue i
May 5, 2016 ' | |

History of the Program

®Tax Credit Tracking and Analysis Program (TCTAP)
was established in 2005

®Purposes

»Respond to a need to provide revenue estimators
with better information on how tax credits were
impacting the State budget

»Respond to a request by legislators and other
policy-makers to improve the accountability of
tax credits and to gain a better understanding of
the benefits derived from these credits
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New Data Requirements

®Comprehensive database that would contain both
tax credit awards and tax credit claims

®Ability to track tax credit transfers

B Ability to track tax credit claims earned by pass-
through entities

Administrative Changes

®Tax Credit Awards
> Inter-agency Steering Committee was established

®Tax Credit Awarding Agencies

® Dept. of Cultural Affairs, Community Colleges, Economic
Development Authority, Dept. of Revenue, and lowa Utilities
Board

®nformation Agencies
" Dept. of Workforce Development and Dept. of Education

®Tax Credit Claims
> Development of A 148 Tax Credits Schedule



IA 148 Tax Credits Schedule

®Form started in tax year 2006 to track nearly all
tax credits claimed on the IA 1040, 1A 1120, and
other tax forms - data behind “Other Tax Credit”
lines
®Filed by any taxpayer making a claim to a credit
>Corporation, franchise, insurance, fiduciary
> Both spouses if filing separately on joint return
> Not filed by pass-through entities

m2015 |A 148 Tax Credits Schedule and Instructions
Included with Handouts

Tax Credit Transfers

®Prior to TCTAP all awarding agencies completed all
tax credit transfer requests

®Upon implementation of TCTAP, the Department of
Revenue (IDR) began working with the awarding
agencies to shift the responsibility of tax credit
transfers to IDR

®Many tax credits are transferred to taxpayers filing
insurance premium or franchise taxes



Tax Credit Certificate Number

| The certificate number is a 12-digit number

XX XXXX XXXX XX

‘ > Transfer Number

— Sequential Number

Fiscal Year

o] Program Cade

The last six digits change depending on the tax
credit rules

Tax Credit Claims

®Between 2006 and 2012 tax years

> Average of 30,900 nonrefundable tax credits claimed
each year

> Claims average $118.9 million each year

> Average of 3,300 refundable tax credits claimed each
year

»Claims average $87.5 million each year



Tax Credit Compliance
ETCTAP required taxpayers to provide details with
tax credit claims

®Additional data revealed that many taxpayers were
making errors

mCompliance efforts resulted in over $17 million in
repayments since fiscal year 2009

~ "IDR also required to enforce clawbacks of economic
| development tax credits when taxpayers fail to
meet the contract using data captured on IA 148

Tax Credit Forecasts

®|mplementation of TCTAP led to the development of
the Contingent Liabilities Report

> Quantifies tax expenditures of State’s 40 tax credits

®Provided to Revenue Estimating Conference prior to
three State revenue forecasts each year

®|ncludes two forecasts of tax credit claims
» Contingent liabilities ($551.2 million in FY 2017)

| > Expected claims ($406.6 million in FY 2017)
| mCopy of the most recent report in the handouts

i
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Tax Credit Evaluation Studies

®"Through 2015 the Department of Revenue has
completed 24 evaluation studies

®Tax credits are reviewed every five years according
to legislation enacted in 2010

= Almost all evaluation studies have an advisory panel
comprised of stakeholders and academics to ensure
studies are thorough and unbiased

i1

Interesting Evaluation Study
Findings
®Average wages paid to employees in companies
claiming the Research Activities Tax Credit are
not systematically higher than other companies

in the same industry and metropolitan locations
(2011)

®Controlling for income, marital status, and age,
non-Endow charitable contributions increased by
$0.09 for each dollar donated toward an Endow
lowa fund, one-third of the value of the 25%
Endow lowa Tax Credit (2012)

12
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Interesting Evaluation Study
Findings

mJsing the REMI model, assuming that absent the Historic
Tax Credit, zero rehabilitation expenditures would have
been spent and no new construction would have
occurred on the property, it was estimated that for
every $1 million of rehabilitation expenditures, 21 more
jobs were supported and $0.8 million of personal income
was added (2014)

®For the 28 firms receiving investments incentivized by
the Venture Capital Tax Credit in early 2000’s, 70

percent of firms were still in business as of 2011, a
slightly higher survival rate than similar firms outside

the program (2014)

13

Interesting Evaluation Study
Findings
m) /3 of businesses eligible for New Jobs Tax Credit
did not make a claim, suggesting the credit is a
windfall to businesses who happen to know about

the tax and questioning its incentive in creating new
jobs (2015)

m Agricultural Assets Transfer Tax Credit participants
were estimated to have greater persistence in
farming than similar young farmers in lowa not
benefiting from the program (2015)

14



Strengths of TCTAP

BFxtensive claim data to estimate utilization of
awards and timing of claims for revenue forecasting
and tax credit fiscal estimates

" Allowed for tax credit claim compliance

®Claim data available for evaluating tax credits

15

Weaknesses of TCTAP

®Goal to have awarding agencies upload award data
into the system never realized

®"There is a lag in claim data availability

» Currently working on completing the Annual Tax
Credit Claims Report for the 2013 tax year

®Claim verification requires a lot of manual work
» Electronic claims loaded automatically (~88%)

»Manual verification against awards, validation of
carryfoward, or eligibility for automatic claims



Future - CACTAS

Tax Credit Award, Claim & Transfer
Administration System

®Moving each tax credit award process and transfers
into an integrated online system

> Generally eliminating paper applications

® Automating verification of claims against awards
and checking auxiliary forms filed by taxpayers

= Comprehensive database of awards (including
allocations) and claims for forecasting

17

More Information

lowa Tax Credits User’s Manual

https://tax.iowa.gov/report/Background?
combine=Users%20Manual
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SELF-FUNDING 101

Presented by Dean M. Hoffman
Dean M. Hoffman, LLC

May 5, 2016

Madison, Wisconsin

Copyright © 2010-2016 ~ Dean M. Hoffinan, LLC

To insure or not to
insure, that 1s the
question?




What is Fully Insured

Fully Insured
* Employers pay a fixed premium to an insurer

* The insurer calculates a premium amount based on the estimated
risk of the group

* Insurer uses the premium dollars to pay employee medical claims

e 'The insurer assumes the financial risk and realizes the benefits
that result from years with lower or higher claim volume

* OCI regulates the health insurance industry in Wisconsin

Copyrisht @ 2010-2016 ~ Dean M. Hoffrua, LLC

Insurance carriers with group plans

* Stock Insurance Company
° Mutual Insurance Company
* Health Maintenance Organizations

olor profit
oNot for profit

Copyright © 2010-2016 ~ Dean M. Hoffinan, LLC




Typical Fully Insured Model

/ Interest Income

- Employer Pays 1
Groun Prenrum nsurance
Comp aﬂy Managed Care Network J
! o iption D

Employee or Dependent | »” [Claims Administration | Reeim Do
incurs 2 medical claim at a _ Y velization Review |

healthcare provider _ T

Management

. & Large Claim Pooling

] Lifestyle /Wellness I
Healthcare Providers _] e |

Copyeight © 2010-2016 ~ Deaa M Hoffinan, LLC

Insured Winner Take All Arrangement

e Advantages
o Minimal Employer involvement
o Level Budget
o Bad claim year employer wins
e Disadvantages %
o Cartier benefits when lower claim volume than expected
o Lack of benefit design flexibility
o Limited access to data
o Packaged setvices

o No sutplus catry forward

Cupydght © 2010-2016 ~ Dean M. Holfragn, LLC




What is self-funding?

UEmployer sets up fund to pay claims (usually through the services -
of a TPA)

Employer designs its own benefits plan
LStop-loss protection for abnormal risks
UPartial/true self-funding

LUS Department of Labor regulates self-funding; however OCI
regulates small self-funded business through form approvals and .
TPA registration -

Capyrisht @ 20102016 ~ Dean M. Hoffman, LLC

Growth of self-funding

QStarted with Taft Hattley Act of 1947 for union groups
LIn 1967, there were 2,500 self-funded plans

UEmployee Retitement Income Security Act: 1974
UPlaced regulation with federal government

USelf-funded plans under ERISA escape state tegulations, including
msurance regulation

Copyright © 2010-2016 ~ Dean M. Hoffman, LLC




Typical self-funded model
| Onsite near site clinics I ' Provider Networks |
Emp]oyer ' Prescription Drugs ,
sroup . Date warehousing |
' TPA
Employee/Employer Lifestyle Wellness l
Contributions ]
e Telehealh
Claim account vk |
Interest income Employee or Dependent | Health management |
incurs a medical claim at a | Costtransparency |
healthcare provider Prive tarspaeaa A
v quality
\
Health care / ] Data integration todls
providers :
Copyright © 2010-2016 ~ Dean M. Hoffman, LLC 9

Dispel the myths of self-funding

QO Self-funding will result in all state employees needing to change

providers
O No...ptoviders are the practitionets membets see for medical services. Insurets, TPAs, and
health plans have similar hetworks, meaning they include access to many of the same
providers as their competitors.

O Self-funding will tesult in fewer benefits

O No...whether the state program is self-funded ot fully -insured has no beating on the
benefits offered. State employee benefits ate determined by the Group Insurance Boatd.

UManagement and cootdination of care is compromised

O No...thtough increased access to claims data, there will be mote of an opportunity to ensure
cate is managed in a way that is aligned with the needs of the state employee group.

10
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Percentage of Covered Workers in Partally or Completely Self-Funded Plans, by Firm Size, 1999-2014

Exhibit 10.2
Percentage of Covered Workers in Partially or Completely

Self-Funded Plans, by Firm Size, 1999-2015
mnés.,-[ . § 3
N DAl Small Firms, (3-19% Workers) ® All Large Firms (200 or mora)

Q0% |
g1e 3% g 83%

go% !

835%™~
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73%.
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60% :
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= =
2 17%

13% 158 1514 :I.Eﬂ :
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L Enimin- Is mumcalhr dll‘femnz from estimata for the pnuinus year shown (pe<.05),

HOTE Sinty-three porcent of covered workers are in a partially ar :ompluzlvuﬂ'ﬁmded plan in 2015. Dy (a achange in the survay
questiannaire, funding status was not askéd of firms with conventional plans In 2006, Therefore. conventional plan funding status is not included
in the overagesin this exhibit far 2000, Far definitlons of Self-Funded and Fully Inzured pllm see the introduction tus-:u.nn 10.

SOURCE: Kalsar/MRET Survey of : e 5| ad Health B fcs, 1999-2015,

* Estimate Is statisti different from estimate for the previous year shown (p<.05).
P ¥

NOTE: Sixty-three percent of covered workers are in a pactially or completely self-fanded plan in 2014, Due to a change in the survey questionnaire,
funding status was not asked of firms with conveational plans in 2006. Therefore, conventional plan funding status 15 not included in the averages in
this exhibit for 2006. For definitions of Self-Funded and Fully Insured plaas, see the introduction to

SQURCE: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2014.

Copyright © 2010-2016 ~ Dean M. Hoffman, LLC 1

Self-funding trend: 2015
Percentage of Covered Workers In Nationally

Self-funded Plans by Firm Size 63% of covered
100 workers were in a

90 plan that was
completely or
80 partially self-funded.
4 Regionally 2014
60 Northeast 61%
50 Midwest 65%
0 South 64%
West 47%
30
20 Regionally 2015
Northeast 70%
10 Midwest 64%
0 . | f | South 68%
Small firms (3-  Midsize firms Large firms Jumba firms All firms West 48%
199 warkers) ggr{-?(-gfs? (1000-4999 (5000+ workers)

waorkers
Courtesy Kaiseg: Family Foundation

Copyright © 2010-2(M6 ~ Dean M. Hoffman, LLC




The Fundamentals

 Copysight © 2010-2016 ~ Dean M. Hoffiman, LLC
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The advantageé

Cash flow benefit

Lower operation cost

100% Credibility

Plan control and flexibility
Stability | |

Disease, Care Management services

D00 000OC

Network configuration

Copyright © 2010-2016 ~ Dean M, Hoffman, LLC




The advantages

L] ROT on reserves

U Effective claim management

U Plug and play setvices

W Complete flexibility on vendor choice

U Complete benefit design flexibility

Copyright © 2010-2016 ~ Daan M. Hoffinan, LLC

The disadvantages

L Claims expetience

Ol If claims expedence is higher than anticipated, need
to have resetves to cover expenses

[ Budgeting for claim costs

U Fiduciary and legal responsibility

U Employer involvement (typically for
smaller employers)

Copyright @ 2010-2016 ~ Dean M. Hoffraan, LLC




What is stop loss?

Specific coverage

WInsutes the employer against a
catastrophic loss incurred by one

individual over a certain dollar

limit.
0 Example: transplants, leukemia,
premature bitth

Aggregate coverage

WInsures the employer against
unusually high overall claim levels
for the entire covered group, due
to high frequency or ah unexpected
number of latge, catastrophic
claims

U Aggtegate generally consists of
otdinaty claims — well care, colds,
flu, presctiption drugs, vision, etc.
Only claims below the specific
deductible on covetred individuals .

are eligible.

Copyright © 20102016 ~ Dean M. Hoffman, LLC

17

Specific stbp loss role

Coverage on the individual claim

O All eligible claims in excess of the individual stop loss level ate teimbursed by the

catrter

U All eligible claims below the individual stop loss level are the responsibility of the
employer

Copyeight © 2010-2016 ~ Dean M. Hoffman, LLC
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Plug and Play Services

Copyrght @ 2010-2016 ~ Dean M, Hoffiman, LLC 19

Provider networks

0 Geo access repotts

* Provider access
= Network savings
¢ Disruption

¢ Performance guarantee

O Primaty networks
* Proprietary
0 Broad network
o High Petformance

e Rental

0 Secondary networks
*  Travel ot backdoot

Ay e s

¢ Any employer, like the state, has the opportunity to indicate what
it is looking for in a network.

Copyright © 2010-2016 ~ Dean M. Hoffman, LLC 20




Pharmacy benefit manager Rx

' Two PBM models
Traditional

e Pass through
UManages the drug aspects of the plan
L Access to capitated rates/discounts on drugs §
O Often has cost management services available

*  Generic drivers '

e Safety checks

*  Mail otdet ‘

* Specialty pharmacy

Copyright € 2010-2016 ~ Dean M. Hoffman, LLC

Data integration tools and warehousing

Types of DIT tools
o Internet portals
o Management dashboards
o Standard pzirameter driven reports
o OLAP cubes -
o Ad hoc quety
o Training and reference documentation

o Vendor management

Copyright © 2010-2016 ~ Deaa M. Hoffman, LLC




Data integration and warehousing

Data enhancement

U Data groupets
HCG, DRG, Episodes of Care

U Population groupets ¥
Person 1D, risk scores, disease classifisation

U Benchmatking

- U Reference table roll-up

MCD, therapeutic class

U Evidence-based quality measutes

U Data soutces

* * Claims, pharmacy, enrollment, member, provider

* Financial adjustments, encountes, lab tesults, HRA

* FTE, call detail, patient registries, state lab and immunizations
U Data elements

« Claims, CPT, DRG, ICD9, NDC, POS, TOB

* Provider; NPA, taxonomy, specialty netwotk ,

* Business groupings: group 1D, line of business, product types

Copyrght @ 2010-2016 ~ Dean M. Hoffrman, LLC L]

Employer lifestyle/we]]ness strategy

Employer 3-year strategy
o Leadership acceptance
o Employer patticipation incentives
o Wellness committee |
o Health risk assessment
o Biometric profiles
o Digital, telephonic or onsite coaching
o Lunch n’ learns

o Employee premium contribution incentives

Copyright © 2010-2016 ~ Dean M. Hoffman, LLC 24




Telehealth ~ Telephonic/FaceTime

Goal: Dectease Urgent Care and low-complexity office visits

*Telephonic/Facetime service — advanced version of call-a-nurse
service '

sStaffed by nurse practitioners who can diagnose and implement
treatment including prescribing medications

e Available to plan members weekdays, weekends and off-houts

~eImprove patient and membet convenience — parents and patients
can use service and not have to visit UC or physician office

Deliver clinical quality cate while reducing overall plan costs

Copyright © 2010-2016 ~ Dean M. Hoffman, e’

Integrated healih management

Independent integration service will help the membetr to:
o Benefit design
o Patient education
o Branded communication
o Health needs assessment
o Wellness education and programing
o Primary catre coordination
o Disease management
o Acute care cootdination

o Data mining and petrformance analvysis

Copyright © 20102016 ~ Dean M. Hoffinan, LLC 26




Cost tmnspareﬁcy and quality

Independent membership portal for

o Pharmacy advisor for cost and effectiveness

o Local, Regional and national price and quality
measutes for hospitals

o Lifestyle/wellness library

o Employee health self service
o Video library

o Healthcare basics

Copyright © 2010-2016 ~ Dean M. Hoffman, LLC

Health Plan Payer Audit

Effectiveness of the vendors policies, procedures and internal
controls

Participant and dependent eligibility

Claims paid in accordance with the plan documents

Accuracy of COB Procedures

Validity of covered diagnhoses

Incidents and dollar volume of duplicate payments

Test benefit calculations, network discounts, deductible,
copayments and plan limits

Timeliness of claim payments

Procedures regarding pended claims

Effectiveness of utilization review protocols

Effectiveness of large case management

High cost claims, financial coding accuracy and coordination
with case management programs

Copyright © 20102016 ~ Dean M. Hoffman, LLC i}




Emerging Trends
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ACA impact to Self-funding

Self-funded plans are exempt:
WUPrimatily from:

o Paying the HHS-calculated annual tax to which health
insurers ate subject starting in 2014. This amount will vary
between insurer and is based on the prior years health
insurance premiums received.

© 1% to2.5% in 2014
1.5% to 3.5% in 2015
1.5% to 3.5% in 2016
e TBD thru 2017
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ACA impact to self-funding

Self-funded Plan Sponsors plans will pay
U Reinsutance conttibutions to fund the Transitional or Temporary Reinsurance
Program
o 2014 $5.25 PMPM
o 2015 estimated $3.50 PMPM
o 2016 estimated $2.19 PMPM
= Ends at the end of 2016

U PCORI (Patient Centered Outcome Research Institute (2014-2019) at $2 PMPY

U Excise Tax 2018 (The Cadillac or Maserati ‘Tax)

o  40% excise tax on amount above threshold
Individual $10,200, Family $27,500, Indexed to CPI after 2018
Affects all plans, union, non-profit, government, corporations
Insured ot Self-funded
Postponed to 2020

0O ¢ 0 O
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Summary and Questions

Dean M. Hoffman
deanhoffman@wi.tr.com
Mobile: 262-599-2838
Office: 262-923-7899

Linked 3.
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