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companies: Keenan 950 Public Entity and Non Profit Clients
I,@@ﬂﬂﬂ 117  Health Care Clients
W 385 Financial Services Clients

Meritage Insurance Group A Hawaiian Captive Insurance Company

Niche agency formed in 1972

650 plus employeedO offices

2009/2010 actual revenu&132,000,000

Largest privately held brokerage firm in California
18" largest broker globally

45% of corporation owned by employdeSOP
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Preparation for ReforimWhere Are We Now?
Step 1 Healthcare Reform; $teép 2

Healthcare reform legislation initiated the
process of change, but the path for

successfully realizing the broader vision
remains largely unclear.

A Healthcare reform legislation
set things moving.

A The next steps are less
cleaé

N7hen a miracle occurs

T BUNK You SHOULD L MORE
MANAGEWENT EXPLICIT HEZE N STEP WO,
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2010 2011 2012 2013 2014 2015 2016 2017 2018

Patient Protection and

Affordable Care Act
(PPACA)

Health Care Reform
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Obama Signs Affordable Care Act
into Law, White House, March 23, 2010

The bill “enshrines the core
principle that everybody should
have some basic security when
it comes to their health care.”

Source:

Susan Dentzer,
Editor-in-Chief,
Health Affairs



2010 2011 2012 2013 2014 2015 2016 2017 2018

PPACA Implementation Timeline

March 23, 2010

A Grandfathered plans
June 1, 2010

A ERRP

Plan years beginning on or after
Sep 23, 2010

A Adult Child Coverage

A Ban on preexisting condition exclusions for
Kids

A Ban on lifetime limits

A Restrictions on annual limits

A Claims & Appeals procedures

A Preventive Services

A Access to Care provisions
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2010 2011 2012 2013 2014 2015 2016 2017

PPACA Implementation Timeline

N
o
=

1
Medicare Part D means testing
Treatment of OTC medications

>o>o‘

H

2012
W-2 reporting (delayed from 2011)
A MLR rebates
A Uniform Summary of Benefits/Notice of Material Change
A Quality of Care/Cost Reporting
A CER research fee
A Nondiscrimination rules (enforcement delayed from 2010)
A CLASS Act (long term caré delayed from 2011)

>°o
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2010 2011 2012 @ 2013 2014 2015 2016 2017 2018

PPACA Implementation Timeline

2013

A FSA cap

A Notices of
Exchanges/Subsidies

14

California Exchange
Individual Mandate
Employer Penalties

Ban on Annual Limits
Limit on Waiting Periods

Complete ban on preexisting conditio
exclusions

Expansion of wellness programs
Required offer of coverage for childre
Ban on denials for approved clinical t

N
)
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2010 2011 2012 2013 2014 2015 2016 @ 2017 2018

PPACA Implementation Timeline

2017

A Potential for Exchange to open
up to large employers

A States can opbut

2018
A Excise tax on highcost plans
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PPACA Litigation

A Constitutionality of individual mandate
A Lower courts split
A Supreme Court will not intervene early

A Potential ultimate results:
d Whole law stricken down
0 Individual mandate stricken: rest remains
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PPACA Litigation

Case

Initial Decision

Next Step

Commonwealth of Virginig
v. Sebelius

| Individual mandate
unconstitutional &anbe
severed from remaining
provisiond rest of PPACA
stands

Appellate case argued May

10. Awaiting decision.

Liberty University v.
Geithner

Individual mandate valid
under Commerce cladse
PPACA stands.

Appellate case argued May

10. Awaiting decision.

Florida v. The U.S.
Department of Health and
Human Services

Individual mandate
unconstitutional &annot
be severed from remaining
provision® whole law
stricken.

Ruling stayed pending
appeal. Arguments
) scheduled for June 8.
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California Exchange

A Individuals and small groups (under 50)

A AB 1602 & SB 900

o Highly regulated, teghown structure

A5 member board will dictate which plans can
be offered on Exchange
0 4 members appointed, one vacancy

0 Already meeting regularly , no details have
emerged

A Potential to shape whole California
marketplace
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Accountable Care Organizationssection
3022, ACA

A Organizations that can provide (or can effectively manage)
continuum of care as real or virtually integrated local delivery
systems.

A Must include primary care providers who have at least 5,000
Medicare patients.

A Must have formal legal structure

A Must have in place leadership and management structure tha
Includes clinical and administrative systems.

A Must provide data on cost and quality.

A Must accept principles of evidebesed medicine, patient
engagement and patient centeredness.

Source:

Susan Dentzer,
Editor-in-Chief,
Health Affairs
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Accountable Care Organizationssection
3022, ACA

A Must be of sufficient size to support comprehensive
performance measurement, shared electronic health
records, patient decisteanpport, care coordination.

A Must be capable of prospectively planning budgets a
resource needs.

A Government has broad discretion to develop and set
standards; set budget targets and payment rules;
determine amount of shared savings, allow financial
arrangements among payers that might otherwise
trigger concerns about
antitrust rules.

Source:

Susan Dentzer,
Editor-in-Chief,
Health Affairs
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California Physicians and Health
IT Adoption

A Half of Medical Practices are using electronic health
records
d 200806 13%
d 20100 48%
A Single Practitioneds20%
0 2-5 Physiciand 39%
0 6-50 Physician$64%
d 51 and aboveé 80%

A Hospital$d 90% have installed clinical decision suppo
systems.
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California Health Plan and Insurers
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California Health Plan Key Findings

A 5 Health Plans for 75% of $100 Billion in Health
Insurance Revenu@20009.

A Commercial Enrollment in Health Plans has fallen sir
2007.

A Despite enrollment issues, most California Health Pl
are profitable.

A Over 50% of MedCal/33% Medicare beneficiaries
enrolled in Managed Care.

A Large majority of HMO and PPO members rate Heal
Plan Highly in getting appointments quickly, finding
physician, and access.
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California Health Plans and Insurers
Overview

Health Insurance Coverage, by Source, stk et
California, 2007—2008

About two-thirds of
Californians have coverage
through health insurance
carriers. This includes

Uninsured 55 percent with employer-

Other Public* 19%

based or individual private
1%

: insurance, as well as
Medicare

9% Employer

11 percent who are enrolled

in Medicare and Medi-Cal

[0)
3% enrolled in managed care 49 K)

Medi-Cal managed care plans.
17%

e Individual
6%
*Other Public includes Department of Defense and Veterans Administration coverage such as Tri-Care.

Notes: SCHIP and individuals eligible for Medicare and Medi-Cal are included in Medi-Cal. For the 9 percent of Californians covered by self-insured employers, carriers provide administrative
services anly. Numbers may not add to 100 percent due to rounding.

Source: Kaiser Family Foundation, State Health Facts, based on Census Bureau’s Current Population Survey, Annual Social and Economic Supplements, 2008 and 2009.

©2010 CALIFORNIA HEALTHC ARE FOUNDATION
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California Health Plans and Insurers
Overview

All Health Insurance Carriers, —
by Share of Revenue, 2009

- Health insurance was a
TOTAL: $100.8 billion

Retlien im0 $100.8 billion business
CDI: $17.3 billion ) ) o )
(elsmthunton e pagEE) in California in 2009. Five

players dominated the

i .
All Others state’s health insurance
20%
Kaiser* market, accounting for

6,
= some three-fourths of

United e——— all revenues.

2%
PacifiCare
7%

Blue Anthem
Shield Blue Cross

109 Health 15%

Net
10%

*Kaiser figures adjusted to reflect only California business.

tAll Others includes Connecticut General (CIGNA), SCAN, LA, Care, CalOptima, Contra Costa Health Plan, Carelst.

Notes: Share computation based on: 1) total revenues from DMHC-regulated carriers; and 2) CDI California direct premium revenues reported by CDI for the "Accident and Health'® line of
business. Figures may not add to 100 percent due to rounding. UnitedHealthcare, PacifiCare Life and Health Insurance Company, and PacifiCare of California are members of the same holding
company.

Sources: Department of Managed Health Care (DMHC), Health Plan Financial Summary Data; California Department of Insurance (CDI): Cafifornia Life and Annuity Market Share Report for Calendar
Year 2009, Exhibit 4D, and Table No. 1b — Health California Direct Premiums Written, 2009.

©2010 CALIFORNIA HEALTHCARE FOUNDATION
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Enrollment Trends in DMHC-Requlated Plans,
Year-End 2003 to 2009

TOTAL ENROLLMENT (IN MILLIONS) CHANGE SINCE 2003
3 All Plans —1 4 million (-6%)
RECESSION ERA
7
_————“— w—— Kaiser +206k (+3%)
6
5
e ———
~_ All Others +255k (+6%)
Anthem Blue Cross 12 million
(=259%)
3
Blue Shield —100k (—49%)
5 w Health Net —76k (—3%)
. PacifiCare ~611k (~36%)
= —————————sms» | A Care +15k (+29%)
S ———————————————— ]\ ot 3 +78K (+21%)
| | | | | | | |
0

2003 2004 2005 2006 2007 2008 2009 2010

Notes: Plans shown are full-service DMHC plans with over 450,000 enrollees as of year-end 2009. PacifiCare reports mergerrelated activities have led to enrollment transfers to UnitedHealthcare;

PacifiCare enrollment declined 17 percent in 2009 and 32 percent since year-end 2007. Largest plans were selected on the basis of enrollment at December, 2009.
Sources: Department of Managed Health Care (DMHQ), Health Plan Financial Summary Data. National Bureau of Economic Research.

California Health Plans and Insurers
Enrollment

Enrollment in DMHC-
regulated plans has dropped
6 percent since the end of
2003 —a loss of 1.4 million
enrollees. The largest seven
DMHC plans lost 9 percent
of their enrollment in

this period, while smaller
plans, which include many
county-based plans serving
Medi-Cal, grew. Enrollment
losses may be attributed

to recession, post-merger
activity, and migration to

(Dl-regulated plans.

©2010 CALIFORNIA HEALTHC ARE FOUNDATION
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HMO Members Highly Rating Their Care, 2009

2% B 73% B 3% B 73%

670 I o5 f <% f °”
(0]

Blue Shield  Anthem Health Net CIGNA Aetna PacifiCare Kaiser Kaiser
HMO HMO HMO North South

Notes: Percent of plan members wha rated their health care 8, 9, or 10 on a scale of 10. Differences of 4 percentage points or more should be considered meaningful. When there were an
insufficient number of responses, no bar is shown.

Source: Office of the Patient Advacate, 2009 surveys.

California Health Plans and Insurers
Customer Satisfaction

< RETURN T CONTENTS

The majority of HMO
members rated the care

in their plans highly.

©2010 CALIFORNIA HEALTHC ARE FOUNDATION
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Getting Appointments and Care Quickly,
HMO and PPO Members, 2009

B HMO
H PPO

Anthem HMO 80%
PacifiCare 81%
Aetna 81%
Blue Shield HMO 81%
CIGNA HMO 81%
Kaiser North 84%
Health Net 85%
United 84%
Health Net 85%

Aetna 85%

Anthem PPO 86%

Notes: Percent of members who rated their plan 8, 9, or 10 on a scale of 10 on how quickly and easily they got care and service from their doctors and office staff. Differences of 4 percentage
points or more should be considered meaningful.

Source: Office of the Patient Advacate, 2009 surveys.

California Health Plans and Insurers
Customer Satisfaction

<< RETURN T CTONTENTS

More than three-fourths of
enrollees rated their plan

highly on access to care.

©2010 CALIFORNIA HEALTHC ARE FOUNDATION
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California Health Plans and Insurers
Customer Satisfaction

Ease in Finding a Doctor They Are Happy With, st s

HMO and PPO Members, 2009

B HMO Many PPO and HMO

M PPO .
enrollees rated their plans

Anthem HMO 69% similarly in terms of making

Blue Shield HMO 79% it easy to find a personal

doctor they are happy with.
Kaiser North 73%
Aetna 75%
PacifiCare 76%
Health Net 77%
Health Net 74%
United 76%

Anthem PPO 77%

Aetna 78%

Notes: Percent of members wha rated their plan 8, 9, or 10 on a scale of 10 on how easy it was to find a personal doctor they are happy with. Differences of 4 percentage points or mare should
be considered meaningful.

Source: Office of the Patient Advacate, 2009 surveys.

©2010 CALIFORNIA HEALTHC ARE FOUNDATION
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California Employer Health Benefits
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California Employer Health Benefits
Highlights

A Health Insurance premiums increased 8.1% in
California in 2010. CPIl was 1.8%.

A Since 2002, premiums have increased 134%, more t
5 times the 25% rise In inflation.

A Single coverage premium is $5,463 annually more th
national average of $5,049. Family is $14,396.

A Enrollment in plans with $1,000 deductible or more is
at 27%, up from 7% in 2006.

A 4% of firms said likely to drop coverage. In 2008, it
was 1%.
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