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Presenter
Presentation Notes
Today we’re here to talk about the Group Benefits Program…. 

The GBP has a significant impact on the Texas economy.

The GBP spends $8.4 million a day in health care costs (ALL PROGRAMS) – 

We cover employees retirees and their families all over the state, and 

we reimburse thousands of local providers across the state – doctors, hospitals, pharmacies




The GBP covers more than half a million ERS

people - that’s one in 52 Texans!

95% of employees and 50% of retirees Who can enroll in GBP coverage?
are enrolled in HealthSelect

Employees and eligible dependents

- State and higher education employees
(except UT and Texas A&M),

« TX County and District Retirement System,
« TX Municipal Retirement System,

HealthSelectsM

of Texas . - :
«  Community Supervision and Corrections
~ Self-funded Department, and
point-of-service plan - Windham School District
3 HMOs 436,430
23,949 Retirees and eligible dependents
- State agency and some Higher Education
: retirees,
|\(/]|Ied|care - Must have 10 years of eligible service
Advantage credit and age 65+, or meet the Rule of 80.
62,700 - Auto-enrolled in HealthSelectSM Medicare

Advantage at age 65

Source: ERS Business Intelligence Data Warehouse, GBP enrollment data reported as of August 31, 2015.


Presenter
Presentation Notes
Because the hearing is focused on employees, be sure to point out that:

both state and higher education employees can enroll in the GBP, and 

95% of employees enroll in HealthSelect, our self-funded plan

HealthSelect is a self-funded point-of-service plan for state and all higher education employees and retirees except UT and A&M.  We always have a few HMOs to choose from. 63,000 Medicare-eligible participants have moved to Medicare Advantage plans since 2012, but the large majority of employees and dependents are still enrolled in HealthSelect.

Note: we also cover the wrongfully imprisoned (they are self-pay) – not on the slide




HealthSelect is a cost-efficient, ERS

self-funded plan

M
haVe

3%

overhead

97 cents of every dollar goes
toward health care claims

Source: ERS FY15 Cost Management and Fraud Report

ERS averages costs so the plan stays
affordable for the group

HealthSelect annual claims cost by age, FY15
(medical and pharmacy, plan costs only)
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Presenter
Presentation Notes
HealthSelect net benefit payments were $2.5 billion in FY15

Without cost containment, the state would have paid $8.9 billion for health care benefits in FY15

COST CONTAINMENT EFFORTS SAVED $6.4 BILLION IN FY15

-----------------------------------------------------------------------------------------------------
$5,807 Average Annual Cost Per HealthSelect participant
$4,543 Average Cost For UHC National  book of business
-----------------------------------------------------------------------------------------------------

Benefits of Self-funding:
Contributions are held in trust, and invested until they are needed to pay claims
Eliminates insurance company profit margins
Not subject to state premium taxes (2-3% of the premium)
Not subject to the ACA  Health Insurance Provider fee
Provides greater employer cost control and flexibility in plan design




The Group Benefits Program population ERS
1S aging N

36% of GBP members are older than 60 Sl
(members include employees and retirees, no dependents) G BP Member ngh l |ghtS
- Average member age is 45
FY2000 FY2015 - Median income is $40,000
21% - 550% are women
36% 50 +
age « 40% enroll dependents
44%
40% age 40to 60
35% 4% under 40

Source: ERS Business Intelligence Data Warehouse. The age distribution chart includes employees and retirees (no dependents).
Salary data relates to active state and higher education employees only. August 31, 2015. 5


Presenter
Presentation Notes
Nearly all the growth in GBP enrollment in the past 15 years has been retirees

In 2000 -  one in five GBP members were over 60

In 2015  - one in three GBP members are over 60

This is important, because as we age, our health care costs go up


More salary data on SLIDE 18

65% of higher education employees in the GBP earn more than $40,000

50% of state employees in the GBP earn less than $40,000




HealthSelect participants have a higher ERS

demographic risk

- HealthSelect demographic risk
factor is 38% higher than
UnitedHealthcare’s national book
of business

- HealthSelect participants are
older, and more female

- Members are 55% female; age 49
- Spouses are 62% female; age 53
- Children are 51% male; age 14

- Spouses are the most expensive
group

HealthSelect demographic risk factor is
higher than other employer-based plans
(based on age and gender)

0 1 2
" natona benchmar Wi
:i?rl]tgsrelect _ 161
m HealthSelect __ 181
spouse

HealthSelect child 0.53

Source: HealthSelect third-party administrator annual statistical report, FY15. Benchmark is UnitedHealthcare’s national book of business.


Presenter
Presentation Notes
You can see here how an aging population impacts the potential costs of the plan

This chart shows the HealthSelect demographic risk (based on age and gender) compares to the average employer-sponsored insurance plan in the United States.   

The benchmark includes United’s private and public sector book – of-business

HealthSelect has a 38% higher demographic risk, based on the age and gender mix of our population

We cover more women
We have an older population
Spouses are the most expensive group to cover






Higher risk means higher claims costs EBS

HealthSelect claims costs are higher than

* HealthSelect has higher other employer-based plans

claims costs on common
diagnoses such as

diabetes, hypertension, — 112% Congestive Heart Failure

and congestive heart
failure. 73% Chronic Renal Failure
e Benchmark is
Unl'tedHeaIthcare S 67% Diabetes
national book of
business. 64% Hypertension
35% Coronary Artery Disease

Source: HealthSelect third-party administrator’s annual statistical report p.45, comparing HealthSelect per-member per-month claims costs for
certain conditions to a national benchmark, FY15; benchmark is UnitedHealthcare’s national book-of-business 7



Presenter
Presentation Notes
Higher risks mean higher claims costs, especially when you’re talking about spending on conditions related to smoking and obesity.

As in the previous slide, the benchmark is United’s national book of business, which includes public and private sector employer-based plans.

SOME REASONS OUR COSTS ARE HIGHER
Age/gender – demographic mix 
Older / more female
Claims risk score is 10.5% higher 
Less healthy lifestyles 
No wellness incentives
HealthSelect may be paying a higher percentage of the total claims cost 

If someone asks – the plan pays 86% of the total cost of claims.  The member pays 14% in out of pocket costs.  This is equivalent to a GOLD plan in the ACA marketplace.  Not a platinum plan.




As HealthSelect participants age, their chances ERS
of having a chronic illness increase greatly D

HealthSelect prevalence of chronic conditions by age group, FY15

41%

<Age30 = Age30-50 = Age50+

32%
26%

1% 1% 1%

High blood pressure High cholesterol Diabetes

Source: HealthSelect, all participants (members and dependents), current as of August 31, 2015.
Data Note: Prevalence in the >50 group does not include Medicare-eligible participants enrolled in Medicare Advantage.


Presenter
Presentation Notes
And now you can see the impact of aging on your risk for chronic disease.

By the time you reach 50 years old in HealthSelect

- Your chances of having diabetes are 1 in 3

- Your chances of having high cholesterol are 1 in 4 

And 40% of our members over the age of 50 have high blood pressure. 

This is why it is SO IMPORTANT that people take care of themselves – and this is why we have wellness and disease management programs and low generic copays.

Even so, only 50% of the diabetics in our program are taking their medication as prescribed.

This data includes all HealthSelect participants – both members and dependents 
The incidence in the >50 group is likely low, because Medicare Advantage retirees are not counted.




HealthSelect paid over $630 million in medical and drug ERS
costs for participants with diabetes in FY15

 Primary-condition diabetics have

» 110% higher claims costs, 12% of Healthselect participants with
- 44% more ER visits, and

diabetes generate 27% of plan costs

- 110% more inpatient
admissions.

e They also have longer hospital
stays and more hospital
readmissions.

 Physical inactivity and obesity
are strongly associated with the
development of type 2 diabetes. ~ $5.000 -

$15,000 $13,342

$10,000 -

$4,661

Annual health cost of a Annual health cost of a
diabetic claimant non-diabetic claimant

Source: ERS Business Intelligence Data Warehouse and UnitedHealthcare Annual Statistical Report. Data applies to the non-Medicare population
enrolled in HealthSelect. Costs include both medical and pharmacy claims. FY15 reporting 9



Presenter
Presentation Notes
I’d like to take a moment to do a deep dive on DIABETES –one of our top chronic health concerns

A person with diabetes costs nearly three times as much as a person without diabetes.

Total claims cost for a diabetic = $13,300
Medical costs are $9,700 per diabetic
Pharmacy costs are $3,600 per diabetic

Total annual plan costs: 
Diabetic: $632 million
Non-Diabetic: $1.7 billion

 
Data Notes:  
Reporting period of FY15
Non-Medicare population enrolled in the HealthSelect self-funded plan.  
This data includes some retirees, but only those who are younger than 65.
  
Diabetic is defined as any enrolled participant with a diagnosis of diabetes or a prescription fill for an antidiabetic drug since 9/1/2012

Plan spending only, does not include member cost share




Diabetes is the top category for drug spending

More people have high blood pressure, but they have more generic drug choices iy

ERS

FY15 prescriptions filled by therapeutic category

. Fiscal Year
Therapeutic
Category - FY13 FY14

Diabetes

High Blood o s
Pressure 798,623
High

Cholesterol 666,134 676,293

FY13

789,170

FY15 drug spending by therapeutic category

Therapeutic
Category - FY13

Diabetes

High Blood
Pressure

$19M

High
Cholesterol

Source: Rudd Wisdom annual reports on HealthSelect Prescription Drug Plan, FY13-FY15.

Fiscal Year
FY14 FY15

F112M

B20M

10


Presenter
Presentation Notes
This slide shows the interaction between chronic illness and our # 1 cost drivers for the health plan –PRICE INFLATION for PRESCRIPTION DRUGS

THE BOTTOM LINE on this slide – OVER THREE YEARS…
There are 13% more prescriptions for diabetes, but spending has increased 72%
There are 2% more high blood pressure prescriptions, but spending has decreased 12% 

We spend 10x more on diabetes drugs than on High Blood Pressure Drugs

HOW TO READ A HEAT MAP – RED is bad (high #), GREEN is good (low #)

LEFT side = # OF DRUGS		RIGHT side = DRUG SPENDING

Look at High Blood Pressure 		Look at Diabetes
(row 2 – RED boxes)		(row 1 –RED box)
Steady # of prescriptions for HBP	Huge growth in spending on diabetes

WHY
People with high blood pressure have a lot of generic drug choices.
The diabetes category does not have a lot of generic drug choices 
The diabetes category has a lot of brand name drugs with high price inflation.
ERS recently removed a few of the highest cost diabetic drugs from the formulary




New diabetes programs - free to eligible participants ERS

Real Appeal and TelCare

» Real Appeal online diabetes
prevention program focused on
weight loss

- Free to eligible HealthSelect
participants

- Free personalized clinical plan and
tool kit

- Up to 52-weeks of online coaching
sessions and unlimited use of web-
based interactive tools

- Pay-for-performance — HealthSelect
is only billed if participants attend
weekly sessions and lose weight.

e TelCare pilot with Austin Regional
Clinic
- Handheld device provides immediate

feedback after every blood sugar
reading

- Also tracks nutrition, activity, weight

- Reporting is sent to the doctor’s office
and added to the patient’s electronic
medical record

- Does not require a smart phone or
wireless access; no data charges

11


Presenter
Presentation Notes
The Legislature asked ERS to study the impact of implementing a diabetes prevention program for state employees. The report will be done September 1.  

But meanwhile – we decided to get a head start on this

Starting on Friday, April 1st we launched the Real Appeal lifestyle program

PAY FOR PERFORMANCE
WE DON’T PAY UNLESS THEY LOSE WEIGHT
If their weight plateaus or they skip a week – we don’t get billed for that person

Tel Care is an existing pilot project with ARC – aimed at managing diabetes for people who already have it



Heart disease, COPD and lung cancer are ERS

high-cost conditions linked to smoking

» “Heart disease” includes heart
attacks, congestive heart failure
and coronary artery disease
(CAD). Heart disease claimants
have:

- 700% higher claims
COSts,

- 240% more ER visits, and

- 180% more inpatient
admissions

e “Chronic obstructive
pulmonary disease” includes
COPD, emphysema, and
bronchitis.

Annual medical cost per claimant with

high-cost smoking-related illnesses
medical costs only, does not include pharmacy costs,

HealthSelect FY15
$90,000 1 $82.615
$60,000 -
$30.000 $28,754
$14.148
$4 537
g - | | _
Per lung Perheart  PerCOPD  Average
cancer disease claimant claimant
claimant claimant

Source: UnitedHealthcare Annual Statistical Report, FY15. Data represents net annual medical cost to the plan (no pharmacy included) per
claimant with the identified condition. Some participants may fall into more than one disease category. 12



Presenter
Presentation Notes
This slide is a lesson in why it’s so important to take your blood pressure medication, and to stop smoking

HealthSelect and the HMOs offer programs to help manage specific chronic conditions such as:
Diabetes
Heart Failure
Coronary Artery Disease (CAD)
Asthma
Chronic Obstructive Pulmonary Disease (COPD)

Heart disease – HealthSelect paid $281M in medical claims for 9,781 heart disease claimants
often linked with smoking, uncontrolled hypertension or high cholesterol 
Includes heart attacks, congestive heart failure and coronary artery disease (CAD)

COPD and lung cancer – HealthSelect paid $158 million in medical claims for COPD and lung cancer claimants
The plan paid $21 million in medical claims for 250 lung cancer patients
28% of the spending on lung cancer patients was for chemotherapy
The plan paid $137 million in medical costs for 9,686 COPD claimants.
COPD includes both emphysema and bronchitis





Tobacco users have help - and financial ERS

incentives — to quit

Tobacco users pay $30 a month, e ~40,000 people self-certified as tobacco
up to $90 per family users last year.

e Tobacco cessation assistance

- HealthSelect paid $750,000 for 2,700
Chantix prescriptions in FY15.

- All health plans have free tobacco
cessation programs

- “Choose to Quit” program also available

 $14.3 million in revenue helps ERS offset
GBP costs, including those associated with
tobacco use.

13



Presenter
Presentation Notes
8% of adult GBP members are certified as tobacco users
CDC reports that 16.9% of adults are tobacco users. 
Based on CDC statistics, there would be 74,000 tobacco users in the GBP

To help participants quit using tobacco, the GBP offers tobacco cessation programs. 
As of September 1, 2011, prescription drugs to help stop smoking are covered for a copay.

If employees, retirees, or covered family members use tobacco, they will pay $30 per user, up to a maximum of $90 more per family each month for their health insurance. 



Wellness and disease management programs ERS
No incentives = Low participation

e Very low enroliment e Legislative incentive

- <1% of eligible participants - The Legislature could charge
enroll in wellness programs for higher premiums to people
weight management, nutrition, who don’t enroll in disease
tobacco cessation and management when qualified.
diabetes lifestyle * Plan design incentive

» 38% of qualified participants - ERS Board of Trustees could
engage In telephone add a deductible to the plan
counseling for high-risk design and allow people to
disease management “buy it down” with health risk

assessments or biometric
screenings.

14



Presenter
Presentation Notes
HealthSelect and the HMOs offer programs to help manage specific chronic conditions such as:
Diabetes
Heart Failure
Coronary Artery Disease (CAD)
Asthma
Chronic Obstructive Pulmonary Disease (COPD)

HealthSelect and the HMOs provide coaching programs for:
Tobacco cessation
Weight Management
Exercise
Stress Management
 



Employees report positive experiences with ERS
HealthSelect weight management program \v

e Lisa lost 60 pounds and cut her
blood pressure medication in half
using the HealthSelect Weight
Management program

e Her free coach helped her come
up with a plan: “nothing dramatic,
nothing costly, but a plan to help
me make better choices.”

15
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The average salary for an employee in the ERS

Group Benefits Program is $40,000 e
Higher education employees enrolled in the
GBP earn more than state employees
0/ _  Two-thirds of all higher education
W | highered .
employess employees in the GBP earn more
é];@k than $40,000 a year

state » Half of all state employees in the

employees GBP earn less than $40,000 a

year

Source: ERS Business Intelligence Data Warehouse, FY15 17




Health status is linked to emotional ERS
well-being N

High blood pressure is the most
common condition for employees

Adults report: chronic illness is

HealthSelect FY15 as stressful as divorce
0 0

High blood pressure — 17% Life event OTMDEL | BT ET
stressed | depressed

o Divorce or separation 719% 68%

Back pain / joint pain
Chronic iliness /condition 78% 42%
Diabetes dlagnosed
Serious illness or major surgery 66% 41%
High cholesterol Gained a lot of weight 61% 68%
i 0 0
Mental health / Stopped smoking 58% 13%
Substance abuse Death of a spouse 50% 92%
Source: Chronic conditions reported by HealthSelect TPA for FY15; 18

Moschis, George, PhD, Baby Boomers and their Parents: Surprising Findings about their Lifestyles, Mindsets and Well-being, 2007



Presenter
Presentation Notes
THIS IS YOUR INDIRECT COSTS SLIDE

Nearly everyone understands that when you go through a divorce or lose a spouse, it is an extremely stressful and depressing time.  It’s hard for anyone to perform as well at work when going through important life changes like this.

What many people don’t know is that having a chronic illness / or even just having the condition diagnosed – is as stressful as going through a divorce.  

And yet – a chronic illness doesn’t end.  The grief and stress don’t pass.  It’s something you have to learn to manage and live with for the rest of your life.  

For some people managing a chronic illness is like having an additional part-time job, on top of their state job, just taking care of their health.

It’s not always easy to see the effects of high blood pressure, or joint pain, or diabetes on an employee, but these are very common conditions, and they affect the quality of life and productivity of tens of thousands of state and higher education employees and their families.

The impact of indirect costs are felt most keenly in the workplace and in the daily lives of the people who suffer with chronic illness.

ERS does not have access to records absenteeism and presenteeism for the state workforce, but we know – just from looking at our claims history – that these are very real problems for many many people.  

We are very concerned about it, and we agree that it is in the state’s best interest for employers to create a healthy work environment that encourages participation in wellness activities. 



HealthSelect spent $32 million in FY15 to ERS

cover preventive care at 100%

Even with the plan paying 100% of the cost,
use of preventive care services is low

60% -

50%
Y 43%
0% - 5% 37% ° 39%  39%
20% - 18% 17%
0% .
HealthSelect Public sector benchmark

Colon Cancer Screening Breast Cancer Screening Cholesterol Screening  ®m Wellness Exam

Source: UnitedHealthcare Annual Statistical Report, FY15. 19
Percentages are of the targeted population (those who qualify for specific preventive services under federal guidelines)



Comparing costs and prevalence for common
diagnoses related to smoking and obesity

T
{?;U
N

HealthSelect Net Medical HealthSelect

Paid Per Member Per Month | claimants per 1,000

Intervertebral Disc Disorders $18.42 116.6
Coronary Artery Disease $10.85 21.8
Chronic Renal Failure $5.18 8.4

Diabetes $5.76 129.1
Congestive Heart Failure $3.06 5.2

Hypertension $2.62 140.3
Chronic Obstructive Pulmonary Disease $1.17 24.7

Source: HealthSelect TPA Annual Report, FY15. Benchmark is the TPA's Public Sector Book of Business 20




HealthSelect spent $13.4 million on bariatric ERS

surgery benefits since FY11 &

SB2577 (81R) required ERS to provide a cost-neutral bariatric surgery benefit.
- Must be performed at a Center of Excellence; $5,000 deductible

- Employee must have five years of continuous GBP coverage, a BMI of 40 or
greater, and an uncontrolled comorbidity

- Must participate in a nonsurgical weight loss program 12 months prior to the
surgery and have psychological counseling

Findings

- Average cost per “total episode of care” was about $52,000

- 255 people have had bariatric surgery since FY11

- The large majority continued working for the state after the surgery
- Long-term cost impact of the procedure is still being monitored

Source: ERS Benefit Contracts Division analysis using data from the HealthSelect third-party administrator 21
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