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LISTING AND DEFINITION OF ACRONYMS USED

HDHP —
HMO -
HRA -
HSA -
MAP -
MEA -
MEABT -
MMA -
MMEHT -
POS -
PPO -
RFI -
SPD -
TDRA -

High Deductible Health Plan

Health Maintenance Organization
Health Reimbursement Account

Health Savings Account

Maine Association of Police

Maine Education Association

Maine Education Association Benefits Trust
Maine Municipal Association

Maine Municipal Employee Health Trust
Point of Service

Preferred Provider Organization
Request for Information

Summary Plan Description

Tax Deductible Reimbursement Account
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EXECUTIVE SUMMARY

L. INTRODUCTION

The following is a summary of the Report (“Report”) of the Cape Elizabeth Health Insurance
Review Committee (the “Committee”). The Committee was set up, and the members chosen, jointly
by the Town Council and the School Board to review the health insurance plans for all municipal
and school employees. The purpose of the review was to reasonably determine the quality of the
plans, to reasonably determine if similar quality plans could be obtained in the markeiplace at a
lower cost to the Town and to its school and municipal employees, to reasonably make sure
whatever decisions were made that they were decisions that would enable Cape Elizabeth to attract
and retain the best possible employees.

The Committee also invited representatives from all unions to attend meetings to observe and
provide input as non-participating members. A representative from the teachers union attended
almost all meetings, as did a representative from the public works union.

II, RESEARCH

As detailed in Articles 1I and III infra, the Committee gathered an extensive amount of information
and data from a wide variety of sources:

(1) Gathered and reviewed all contract and bargaining agreements (and related documents)
for all employees.

(2) Reviewed in detail the health plans and related materials of the MEA Benefits Trust
effective July 2009.

(3) Reviewed in detail the health benefit plans and related materials of the Maine Municipal
Employees Health Trust.

(4) Obtained and reviewed summaries of health benefits information regarding plans offered
by many other towns, including premium costs, cost sharing ratios between
employer/employee, cash in lieu of benefit incentives, and other pertinent information.

In addition, we sent letters to both the municipal and school health trusts requesting a significant
amount of information and asking questions pertinent to our review. Both letters received detailed

TESPOnses.

Finally, the last major events were conducting three extensive interviews with: (1) representatives of
the MEA Benefits Trust, (2) representatives of the Maine Municipal Employees Health Trust, and
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(3) Robert Kennedy of Acadia Benefits, Inc., an independent brokerage firm specializing in devising
health plans and conducting competitive bidding processes to achieve the best possible price.

Mr. Kennedy offered to assist the Committee on a voluntary (i.e. free) basis. He reviewed all of the
health plans of Cape Elizabeth, reviewed the pricing, and offered his opinions and thoughts on the
key questions that the Committee was trying to answer. Mr. Kennedy also answered important
questions during the drafting of this report.

Regarding the interview of the MMA Health Trust, they made an oral presentation and provided
additional materials, They were then subjected to numerous questions by all members of the
Committee. In fact, they were also subjected to what several members of the Committee referred to
as a “vigorous” and extensive “cross examination” by one member of the Committee.

Finally, regarding the interview of the MEA Benefits Trust, they made a presentation, provided
additional materials, and were subjected to questions by the Committee. They were also subjected to
a “vigorous” and extensive “cross examination” by a Committee member, that is until their attorney
finally answered the questions.

III. METHODOLOGY

In order to determine whether Cape Elizabeth could obtain similar health plans at a lower cost, the
Committee used a fairly simple, but reasonably accurate, methodology. We obtained and reviewed
the health plans, premiums, and other attributes of the health benefit packages of four private
companies that were professional and were comparable in employee size to Cape Elizabeth. We
picked one comparable employer that seemed most similar to Cape Elizabeth in benefits and size,
and used that for comparison purposes.

We then “plugged in” each municipal and school employee into the plan and premium structure of
the comparable Company A, as if they were its employees, except that we continued to use the much
more favorable cost sharing formula of the municipality and the school. We then came up with a
total projected cost and compared that the actual cost for the school, the municipality, and their
employees. The results are stated in Part IV of this Executive Summary.

NOTE: The premium rates for the private company (known as Company A) were rates for the
calendar year 2010. However, the rates for the MEA Benefits Trust used in the report were for July
2009 to June 30 2010 (the latest we had). For the Maine Municipal Employees Health Trust the rates
used in the report were for calendar year 2009.

As a result the school “savings” are potentially understated because it used MEA’s 2009 rates for

half of the total (July 1, 2009 to December 31, 2009) while the comparable Company A rates were
for calendar year 2010.
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IV. POTENTIAL BENEFITS
A. Schools

There is a total potential gross annualized savings to the schools and its employees, excluding cost-
sharing, of $359,416.

Using a cost-sharing average of 88% (which is representative of the largest class) results in a savings
of about $316,286 for the schools and about $43,130 for the employees or about $225 per employee.

B. Municipality

The potential gross total annualized savings of just the POS Plan could be $18,414 for the
municipality and the employees.

Now assuming cost sharing average of 80% (which is representative of the largest class) this results
in a savings of about $14,731 for the Town and about $3,683 for the employees, or about $82 per
employee.

C. Note

If an HMO were to be offered, an even greater savings could be realized for the municipality /
school and the employees. (Only the POS plan is used since a de minimus number of employees
choose the other options).

V. CONCLUSIONS

1) While the state-wide plans of the MEA and MMA health trusts offer excellent benefits, they are
priced high (at the upper range of reasonableness) when compared to similar plans comprised
solely of southern Maine providers and enrollees. One of the main reasons for the higher price is
that northern Maine providers, due to a lack of competition and other factors, have high “usual
and customary” charges and/or do not generally discount these charges.

2) Health plans, with identical benefits, comprised solely of southern Maine based providers and
enrollees, should therefore be significantly less expensive. This is based not only on provider
rates being lower in southern Maine, but also because southern Maine has more health insurers
which can be made to bid against each other, through a competitive bidding process conducted
by a professional brokerage firm.

3) By moving school and municipal employees from the MEA and MMA plans to virtually
identical health plans offered directly by the insurance companies offers a high likelihood that
significant savings can be realized for the town and its employees, while achieving virtually
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identical plan benefits. For example, the potential gross savings to the schools and its employees
could be about $359,400 per annum, which assuming an extremely favorable to the employee
cost sharing formula, yields a savings of about $316,300 for the schools and $43,100 for the
employees (or about $225 per employee).

The current employees are familiar with the existing offerings; therefore educating the
employees relative to any change is paramount. However, since virtually identical plans can be
obtained, the only change may be in the insurance company.

Obtaining virtually identical benefits at a lower cost to the employee provides the town and
schools with a greater ability to attract and retain quality employees, as well improve the quality
of services.

1t is essential for the Town Council and the School Board to jointly engage an expert insurance
broker to advise them in reviewing current plans, and especially in implementing the
Committee’s recommendations.

Self-insuring for health benefits is currently being investigated by some towns. State law
currently prohibits towns from self insuring for health plans (but not dental plans). However, the
Committee believes that the size of the enrollee pool for Cape Elizabeth and similar towns is too
small to assume the associated risk of significant adverse health events, without paying a
reinsurance premium that could be so large as to eliminate or even exceed any possible savings.
Given that significant savings can be obtained by directly contracting with an insurance company
(through a competitive bid process) it does not seem to make sense to pursue the concept of self-
insurance.

To obtain reasonable quotes from private insurers, it appears that having the prior utilization and
experience data of Cape Elizabeth would be very helpful (if not essential) for the insurers to
provide the lowest possible premiums for groups of 50 or more employees (along with using
community rating). Claims data for groups under 50 is less important because insurance
companies use basically the following factors for this size group (known as community rating):
age, gender, geographic location and smoker/non-smoker. Insurance companies in Maine
generally release such data to other insurance (or employers) for competitive bidding purposes.
Maine Municipal Employee’s Health Trust consistently supplies Cape Elizabeth with utilization
and experience data (collectively claims data).

10) Maine Education Association Benefits Trust has stated publicly that it “cannot” or “will not”

provide claims data to school districts. This has the potential effect of preventing school districts
from obtaining the lowest cost competitive bids. In addition this creates a potential barrier to the
entire competitive bid process. In addition, in the Committee’s opinion, this helps Maine
Education Association Benefits Trust maintain its significant control over health plans that can
be offered by school districts to teachers.

11) In response to the above “cannot” argument of MEA Benefits Trust (its argument is that the

benefits trust is set up as a statewide pool and simply cannot break down the data for
municipalities). The Committee feels this data must be available from the MEA Benefits Trust
or Anthem (its insurer); especially since such data must be collected on a per enrollee basis in
order to keep track of deductibles and co-pays. Thus, school districts merely need to provide the
names of its employees to obtain this data. Regarding the “will not” position of MEA Benefits
Trust, the Committee believes there may be numerous legal and other means which the school
district or its employees should investigate to require MEA to disclose claims data, such as: (i)
we have been informed by several insurance sources that there may be a specific state law that
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requires such disclosure to other insurance carriers and/or employers, (ii) there may also be a
disclosure requirement under other general laws such as anti-trust laws, insurance laws and the
unfair trade practices statute, (iii) the Maine Insurance Commission may have the authority to
order the data disclosed, and (iv) the local union may have a right under its bylaws, or the
enrollees may have a right under their plans, to obtain such data, (and the Legislature could pass
a law, if necessary, mandating disclosure).

12) To the extent that any of the current school collective bargaining agreements require the use of

the MEA Benefits Trust, the Committee believes a strong argument could be made that any such
contractual provision is null and void because such insurance was not obtained by competitive
bidding as required by 20-A M.R.S.A. Section 1001 sub paragraph 14, which states “except as
otherwise provided by waiver [no statutory waiver is applicable-see sub paragraph 14(A)], a
school board shall oversee the purchasing of insurance by competitive bidding”.

NOTE: the school board may very well have the implicit power under such statute to require the
disclosure of claims data.

VI. RECOMMENDATIONS

The Employee Health Insurance Review Committee recommends the following:

1)
2)

3)

4)

The Town Council and School Board consider collaborating to provide common health benefit

plans to all employees of Cape Elizabeth.

The Town Council and School Board form a health benefits joint committee comprised of

School Board and Town Council members, which should consider the following tasks:

a) Select a broker to make an initial evaluation of whether or not utilizing a bidding process
would result in material savings for the town, the school, and their employees.

b) Cause the current school coalition to (i) lobby the school coalition’s representatives and all
other representatives to pass legislation, if necessary, to cause the MEA Benefits Trust to
disclose claims data to each town in an appropriate and timely fashion, and (ii) hire counsel,
perhaps jointly with other towns, to assist, if necessary, in obtaining the data using other legal
means.

c) Conduct a bid process consistent with applicable state law. (See ¢.g. 20-A M.R.S.A. Section
1001 sub paragraph 14).

d) If the bidding process is successful, recommend to the Town Council and School Board a set
of plans that will attract and retain high quality employees at a reasonable price.

e) Educate employees that the health plans will be of similar in quality and benefits

Determine if the bidding process set forth in 20-A M.R.S.A. Section 1001 sub paragraph 14 is

required for the school board, and if so, use that process and include the municipal department

therein.

Consider adding such optional plans as: (a) High Deductible Health Plans (HDHP) with a Health

Savings Account (HSA) - this type of plan can be attractive to high-income employees as well as

employees with a low incidence of claims; (b) an Health Maintenance Organization (HMO) —

given the fact that HMOs in southern Maine are basically comprised of the vast majority of
providers, such plans are very low cost, this should also be an attractive option.
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5) Ensure that wellness is a key component of the plan offerings, and create appropriate employee
incentives as a tool to prevent excessive claims and over-utilization.

6) Create incentives for employees to select those quality plans that have the lowest cost.

7) Require that the broker send out to bid plans that provide health benefits substantially identical to
existing plans.

8) Consider collaborating, consistent with the law, with other towns to bid and offer common plans,

9) Create incentives to make it attractive for employees to obtain health coverage from other
sources, such as offering lump sum cash payments in lieu of participation in school or town
health plans. Employee should provide evidence of adequate coverage.

10) Consider offering tax deductible medical reimbursement accounts as a means of controlling plan
cost, plus providing a benefit to employees.

11) Consider negotiating in all new collective bargaining agreements a provision that requires all
employees hired after the effective date of the collective bargaining agreement be required to pay
a higher portion of the cost of health insurance utilizing a different cost sharing formula than
current employees. Make similar arrangements with non-union employees.

12) All potential plan designs and cost sharing must take into consideration that Cape Elizabeth
competes for quality employees with other towns on a benefit, as well as salary basis.

13) Please note there are unique State law features that allow retired municipal and school employees
to participate in our health plans in certain circumstances. While the premium is paid at no cost
to the Town, the existence of older participants could increase the premiums charged everyone.

14) The new joint health committee should provide information, at appropriate points in time, to all
employees, including, (i) allowing appropriate representatives to attend all meetings, as a way to
allow the committee to keep employees informed and to provide a means for the committee to
obtain input and information from employees, and (ii) disseminate information as appropriate to
all employees as a whole, prior to soliciting bids.

VII. Postscript

Several points should be noted.

First, this report was drafted under a tight deadline due to the budget processes for the municipal and
school departments. The “need for speed” may have caused the Report to contain typographical or
grammatical errors. We apologize for that.

Second, not only is the subject matter extremely complex, the information was often subject to
variables. For example, the health plans of our private company comparables may have differed
from the Town’s health plans in various respects, but we believe that none of the differences,
especially in the one comparable we chose, were material.

Lastly, sometimes the data was difficult to compare on a pure “apples to apples” basis because the
data may be kept or maintained slightly different. For example, the premiums charged by the MEA
Benefits Trust were based on July 1, 2009 to June 30, 2010 calendar year, whereas our comparable
private company was on a calendar year of January 1, 2010 to December 31, 2010. However, since
whenever this occurred we tried to take the most conservative approach with regard to “savings” and
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thus we used the Company A comparable even though it arguably understated the potential savings.
Therefore, one might be able to quibble about minor variations in numbers or some of our minor
conclusions, However, it should be noted that our charge was only to determine if there was a
“reasonable likelihood” that the municipality / schools could achieve “reasonable” savings by
employing different approaches, while obtaining and maintaining the highest quality employee. We
are confident that the answer to that question is yes.

The Committee, especially its Chair, want to acknowledge the Herculean efforts put in by its staff,
Pauline Aportria and Matthew Sturgis. Although such acknowledgements are usually made as a
matter of course, this time we really, really mean it.
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I. COMMITTEE BACKGROUND AND CHARGE

Health insurance is a significant cost for both the municipal departments and the schools at 11.4%
and 16.6% of the payroll expense respectively. In an attempt to determine actions to reduce health
insurance expenses while ensuring the ability to attract and retain the highest quality employees, the
Cape Elizabeth Town Council established the Employee Health Insurance Review Committee. This
group convened in July 2009 with representation from the School Board and the Town Council
along with private citizens interested in addressing this issue.

The charge of the committee as outlined by the Town Council:

' The Cape Elizabeth Employee Health Insurance Review Committee shall review the health care
coverage and benefits offered to municipal and school employees.

e The committee shall prepare recommendations for opportunities for changes in coverage
provided to employees, for changes in providers of coverage and for employee/employer
cost shares.

e The committee shall include an analysis of how any recommendations may influence the
ability of the local government/school department to recruit and retain quality
employees.

o The committee shall meet for up to six months and its report shall be submitted jointly to
the Cape Elizabeth School Board and the Cape Elizabeth Town Council.

e The Town Council and School Board shall collaboratively review the report and proceed
thereafter to independently consider the recommendations.

At their first meeting, the Employee Health Insurance Committee reviewed their charge as outlined
by the council and interpreted as follows:

Review and determine if the health plans offered or that could be offered by Cape Elizabeth
will attract and retain the best possible employees; and determine how to accomplish this at
a reasonable price for Cape Elizabeth and its employees.

The committee meetings were open to the public, with observers periodically attending.

A. Committee Membership

The Cape Elizabeth Town Council determined that a diverse group of individuals would best
represent the interests of both the employees and the town when reviewing current insurance
offerings and possible future offerings. The Town Council Chair and School Board Chair
interviewed interested citizens, and from the interviewees, selected five Cape citizens (Attachment
A). In addition, there were representatives from both the School Board and Town Council.

B. Committee Observers

In addition, the committee invited representatives from all unions to attend meetings to observe as
non-participating members and provide input and clarification when needed. Representatives from
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the Cape Elizabeth Education Association (Maine Education Association/MEA) and the Public
Works Teamsters unions attended regularly were an invaluable to the committee’s work.

While Committee members brought a wide variety of backgrounds and skills to the review process,
there remained a significant learning curve regarding both the insurance market and the specific
contracts currently in place that affect costs and choices. In order to provide the best possible
recommendations, the Committee engaged in a process of information gathering and analysis,
holding meetings, conducting interviews, hosting insurance presentations, and general research.
This approach allowed the committee to gain an understanding of the insurance marketplace, the
town’s current insurance offerings, and the subtleties of the varying agreements and employee types.
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ILINFORMATION GATHERED

As part of their work, the committee:

D

2)

3)

4)
5)
6)

7

Hosted presentations and asked pertinent and pointed questions of the following

groups/individuals:

a) Robert Kennedy - Representative from Acadia Insurance
http://www.acadiainsurance.com

b) Representatives from Maine Municipal Employees Health Trust (MMEHT)
http://mmeht.org/

c) Representatives from Maine Education Association Benefit Trust (MEABT)
http://maineeducationassociation.org/

Gathered and reviewed the following documents from the files of Cape Elizabeth

a) Collective bargaining agreement with Teachers

b) Contract with school Administrators

¢) Contract with Ed Tech II & III

d) Contract with school Custodians

e) Contract with Ed Tech I and Secretaries

f)y Contract with Food Service

g) Personnel Policy for Central Office Support Staff and Non-union Employees

h) Public Works contract

1) Police contract

j) Cape Elizabeth Personnel Code — Chapter 3 section 3-2-11 Employee Health Benefits
(Attachment G)

Created a matrix summarizing the cost of each plan, by class/category, percent of premium
employer/employee, total enrollees per plan (see Attachment B) — (NOTE: We focused on
the Schools Plans for July 1, 2009 because that was the last year we had rates for, the
Teamsters (Public Works) is for fiscal year 2010 and the Police Association is for fiscal year
2010.

Reviewed the plans offered by the MEA Benefits Trust effective July 1, 2009 and the related
booklets (Attachment C)

Reviewed the health plans for the Maine Municipal Employer Health Trust (MMEHT) and
related booklets (Attachment D)

Obtained plans, benefits, and costs from four private professional businesses of comparable
size.

Compared Cape Elizabeth health plans with other towns and with the best comparable
private companies.
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III. DETAILS FROM PRESENTATIONS & INTERVIEWS

A. Introduction

In preparation for the meetings with Acadia Insurance, the Maine Municipal Employees Health Trust
(MMEHT), and the Maine Education Association Benefits Trust (MEABT) the committee sent each
organization a memo outlining the scope of the request and the expectations of the committee for the
presentations. The following are summaries of the presentations and interviews:

B. Acadia Insurance Presentation - Robert Kennedy

1) Robert Kennedy of Acadia Benefits, Inc. voluntarily reviewed the health plans of Cape

Elizabeth. At our meeting Mr. Kennedy:

a) Provided an overview of the health plans for Cape Elizabeth school employees and
municipal employees

b) Described the bid process for choosing a health insurance provider: including
information needs, the process and the benefits/cost of such an approach

2) Mir. Kennedy’s general views are summarized below:

a) While the MEA and MMA offer excellent benefits, they are priced high (at the upper
range of reasonableness) when compared to a similar plan that was comprised solely of
southern Maine providers and enrollees. One of the main reasons for the higher price is
that northern Maine providers, due to a lack of competition and other factors, have
highest “usual and customary charges” and/or do not generally discount these charges.

b) As aresult, a health plan, with identical benefits, that is comprised solely of southern
Maine based providers and enrollees should be significantly less expensive. This is
especially so because southern Maine has more health insurers, and they can be made to
bid against each other, through a competitive bidding process conducted by a profession
brokerage firm.

3) General Observations

a) Brokerage bidding process (in accordance with state law) -- The town/school could
contract with a broker to work with the town/school to determine the type of pians to be
offered.

b) The broker would then gather the data needed by the insurance providers in order to bid.
NOTE: Accessing the essential data is discussed in detail in the Recommendations and
General Conclusion section.

c¢) The best bids would then be selected and then the bidders would then compete from this
point.

d) The insurance cdmpanies compensate brokers and as a result, the town would be able to
hire a broker at no cost.

C. Maine Municipal Employees Health Trust (MMEHT)

1) Information Requests MMEHT
a) Memo to MMEHT (Attachment E)
2) Interview with MMEHT
a) Key points committee derived from interviews:
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i) Plans are administered by Anthem and the plans offered are essentially “off the
shelf” standard Anthem plans

ii) As a result of the above statement the same plans could be offered directly by
Anthem via a bidding process

iif) Administrative fees are paid to both the MMEHT and Anthem

iv) MMEHT charges a 10% retention fee, versus the typical 18-19% retention that is
charged by a private insurer (Anthem).

v) Two plans are currently available to Cape Elizabeth municipal employees: Indemnity
Choice and Point of Service (POS) C (Attachment: D)

vi) MMEHT is considering high deductible plans (HDHP) combined with tax deductible
reimbursement account (note: available as of 2010)

vil) MMEHT can only offer statewide plans, as a result; (i) towns are not able to access
lower priced plans such as HMO; (ii) MMEHT plans are more expensive due to the
higher cost of Northern Maine providers.

viii) MMEHT individually rates communities but the premium only reflects this to a
limited extent.

ix) MMEHT currently has Wellness Works and is working to enhance this program for
their members, which can help reduce claims incidence by encouraging healthy life
choices

x) Contract with Anthem for health claim services yet the MMEHT answers all client
questions themselves.

xi) The plan insures 9,300 employees who work for 450 employers in Maine. In total the
plan insures 21,000 total employees, retirees and dependents.

xii)}Ninety-five percent of POS providers are in the network, making this essentially like
an HMO.

xiii) The eleven trustees are meeting to consider offering ali five-plan options to a town,
and are also considering adding Health Reimbursement Account (HRA) and Health
Savings Account (HSA), which are normally coupled with high deductible plans.

xiv) Cape Elizabeth is 14% experience rated (i.c., 86% of our premium rate is based on
the entire pool of Maine municipal employees and dependents).

D. Maine Education Association Benefits Trust (MEABT)

1) Information Requests to MEABT
a) Memo to MEABT (Attachment F)
b) Response from MEABT (Attachment G)
2) Interview with MEABT
a) Key points committee derived from interviews:
i) Maine Education Association through their MEABT offers a Voluntary Employee
Benefits Association (VEBA) that is fully insured by Anthem;
ii) Two plans are currently available to Cape Elizabeth school employees are: the
Standard Plan and the Choice Plus (POS) (see Attachment: C);
iit) Plans are administered by Anthem and the plans offered are essentially “off the
shelf” standard Anthem plans;
iv) As aresult of the above bullet point the same plans could be offered directly by
Anthem via a bidding process;
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v) Administrative fees are paid to both the MEABT and Anthem;

vi) There is no experience rating involved;

vii) MEABT premium cost to Cape Elizabeth is based on Choice Plus. If an employee
selects Standard Plan the difference is paid by the employee.

viii)  Any new plan must consider retirees;

ix) MEABT is considering high deductible plans combined with tax deductible
reimbursement account;

x) MEABT can only offer statewide plans, as a result: (i) towns are not able to access
lower priced plans such as HMO; (i) MMEBT plans are more expensive due to the
generally higher cost of northern Maine providers;

xi) MEABT conceded the following:

(1) MEA would never offer health plans for just southern Maine for various
reasons including they are philosophically opposed to offering anything other
than a statewide plan;

(2) MEA would never offer an HMO because northern Maine could not support the
number of providers necessary to create an HMO;

(3) If they offered a plan for just southern Maine, the MEA plan premium could be
cheaper.

xii)MEA is in the early stages of putting greater emphasis on wellness programs.
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IV. EXISTING SITUATION
A. MUNICIPAL - GENERAL INFORMATION

There are 55 eligible municipal employees 47 select from the plans offered. by Cape Elizabeth
through the Maine Municipal Employee Health Trust (MMEHT) at a cost of $427,941 annually to
the town. Of the 55 eligible employees, 18 of them opt for cash in lieu of benefits or a buy-down
because they are covered under their spouse or parinet’s plan; this cost the town of Cape Elizabeth
$54,500 in 2009. Use of the municipal health trust is required by the terms of the collective
bargaining agreements.

POLICE (13 employees)

Pay and benefit levels are adjusted each July for the police officers and sergeant and are covered
under the collective bargaining agreement with the Cape Elizabeth Police Benevolent Association,
affiliated with the Maine Municipal Association of Police (MAP). Their current bargaining
agreement was effective July 1, 2008 and will be in place until June 30 2011.

PUBLIC WORKS (13 employees)

Local 340 of the Teamsters represents Public Works employees (excluding management). Their
bargaining agreement was effective July 1, 2008 and will be in place until June 30, 2010. The
insurance plan for Public Works is provided through the Maine Municipal Employee Heath Trust
(MMEHT).

ALL OTHER (21 Administration)
All other municipal employees who do not fall under the collective bargaining agreements, but are
also offered benefits through the MMEHT.

Maine Municipal Employee Health Trust (MMEHT)
http://www.mmeht.org/default.htm

The Maine Municipal Employees Health Trust provides employee benefits to municipal and quasi-
municipal organizations and county governments throughout the state. In order to be eligible for
participation in the Health Trust, an employer group must be a member or associate member of the
Maine Municipal Association.

Over 450 municipalities, counties, special districts, and non-profit organizations participate in one or
more of the MMEHT plans. The plans are: }

e Self Insured by MMEHT up to a maximum lifetime maximum of $5 million per person;

e Designed and governed by MMEHT participants;

¢ Administered by various third-party administrators.

Employees participating in a MMEHT health insurance plan at the time of retirement are eligible to
continue coverage for as long as their former employer is 2 member of the MMEHT, and as long as
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premiums are paid. Retirees under the age of 65, and not eligible for Medicare, are provided with the
same benefits as active employees of the employer. Retirees age 65 and over, have Medicare as their
primary coverage and MMEHT provides retirees with supplemental coverage from Anthem
Companion Plan B, along with Health Trust Major Medical coverage (including a prescription drug
card).

As of January 2010, the MMEHT offers six plans ranging from $100 deductible Indemnity Plan to
$2500 deductible Point of Service (PPO) plans.

B. SPECIFIC DATA FOR CAPE ELIZABETH MUNICIPAL EMPLOYEES

Currently Cape Elizabeth offers two plan selections to their 55 municipal employees and families,
with the Town participation based on the cost of the POS C plan:

1. Indemnity Choice is a traditional fee-for-service plan that gives employees the freedom to visit
any licensed physician for covered services with no referrals required. Employees who choose
this plan have a deductible of $100 for individual and $200 for family (Attachment D for plan
characteristics). The table below outlines the monthly premium for the Indemnity Plan along
with the cost share town/employee. The cost share applies to the cost of the POS C plan the
additional cost of the Indemnity Plan is paid by the employee.

Monthly Cost Share

Premium [ Town/Employee
Employee $ 609.28 90/10
Employee & Spouse $1,366.74 80/20
Employee & Children | $ 994.19 80/20
Employee & Family $1,366.74 80/20

2. Point of Service Comprehensive (POS C) POS plan requires the employee to choose a primary
care physician to monitor their health care. This primary care physician must be chosen from
within the health care network and becomes their "point of service". The primary POS physician
may then make referrals outside the network. Employees have a deductible of $0 in network and
$250 for out of network for an individual and $0 for in network and $500 for out of network for a
family (Attachment D for plan characteristics). The table below outlines the monthly premium
for the POS C plan along with the cost share town/employee.

Monthly Cost Share
Premium | Town/Employee

Employee $ 536.17 90/10
Employee & Spouse $1,202.74 80/20
Employee & Children | § 874.89 80720
Employee & Family $1,202.74 80/20
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SUMMARY OF HEALTH COSTS

Two employees have selected the Indemnity Plan, and Forty-five (45) employees have selected the
POS C plan at a total annual cost of $514,823.16. The total annual cost share to the employee is
$86,881.92. The total annual cost share of the municipality is $427,941.24.

C. SCHOOLS- GENERAL INFORMATION

In Cape Elizabeth there are 161 teachers eligible for benefits. In addition there are 11 administrators,
54 BEd Techs and Secretaries, 29 Bus Drivers, 11 Central Office Personnel, 10 Community Service
employees and 10 Food Service workers. Of the total 286 eligible employees, 235 participate in the
benefits offered. :

Pay and benefit levels are adjusted each July or September for school employees covered under the
Maine Education Association Benefit Trust (MEABT). Employees do not have to be a member of
the Maine Education Association (MEA) to participate in the benefits offered through the MEABT.
The current collective bargaining contract for teachers is in place until June 30, 2011.

The Maine Education Association Benefit Trust provides health benefit options to over 25,600
members across Maine. They offer two plan options:

1. Standard Plan Option -- a Preferred Provider Plan (PPO) does not require a referral for
specialist/facility services within its network and allows insured’s to choose doctors not in the
network at a significantly higher cost (payment of a 20% — 30% co-payment). The deductible of
$100 for individual and $200 for family is the same whether inside or out-of-network; the cost
varies for out of pocket expenses related to coinsurance level, office visit co-payments, hospital
services and other services. (Attachment C for Plan Characteristics)

2. Choice Plus -- a Point of Service (POS) plan. The insured must choose a Primary Care Physician
and will need referrals from their primary care physician for specialist/facility services. One can
choose to go outside the network but the enrollees out-of-pocket cost will be significantly
greater. The insured does not have to meet a deductible if they are within the network. Outside of -
the network there is a $250 deductible for an individual and $500 for the family. (Attachment C
for Plan Characteristics)

Retirees — The group health insurance plan that is in effect for active teachers, by Maine State Law,
must be made available to all teachers eligible to retire under the Maine Public Employees
Retirement System. Neither the municipality nor the schools pay for retirees to be covered.
However, the retired teachers’ ability to participate in the plans increases the amount of the
premiums that are charged plan members.

NOTE: School employees are not offered an incentive to opt out of the school’s health plans. Such
an incentive could significantly reduce the overall cost of health plan for the schools.
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D. SPECIFIC DATA FOR CAPE ELIZABETH SCHOOL EMPLOYEES

There are 286 eligible school employees - 235 are enrolled in the MEABT offerings at a cost of
$2,538,840.96 annual cost to the Cape Elizabeth schools. This equates to 86% of the total annual
premium paid for coverage. The employees’ portion is $400,960.56 or 14% of the total premium. Of
the 286 eligible employees, 51 of the employees opt out of benefits and must be covered under
another approved plan. They are not offered an in lieu of payment if they choose not to participate in
benefits.

Cape Elizabeth Schools cover the following employee classes. There are two benefit plans offered to
all eligible employees: the Standard Plan and Choice Plus Plan. The premium contribution by the
Cape Elizabeth schools varies by class and is prorated for part time employees.

Employees # # Cost
Classes Eligible EEs | Enrolled EEs | Share CE/EE
Teachers 161 141 88/12
Administration 11 10 88/12
Ed Tech II & III 41 27 85/15
Sec & Ed Tech I (6 pro rated) 13 13 85/15
Bus Drivers & Cust Sve 29 23 85/15
Central Office 11 9 85/15
Community Services 10 7 85/15
Food Service 10 5 Flat $6,200
TOTALS 286 235
Standard Plan
Monthly # % Total | Annual Cost
Premium EEs | Enrolled to Schools
{n=235) (Net of cost
sharing)
Employee $ 570.61 21 9%
Two Adults $1,286.19 6 2%
Employee & Children $1,009.96 3 1%
Employee & Family $1,565.47 13 6%
TOTALS 43 18% $422,109.77
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Choice Plus Plan
Monthly # % Total | Annual Cost
Premium EEs Enrolled to Schools
(n=235) (Net of cost
sharing)
Employee $ 528.40 60 26%
Two Adults $1,190.91 34 15%
Employee & Children $ 935.16 24 10%
Employee & Family $1,449.51 74 31%
TOTALS 192 82% $2,116,731.19

SUMMARY OF HEALTH COSTS

The above table and table on the previous page show the cost to the schools (with cost sharing by
employee) for the plans offered. Forty-three employees (18%) are enrolled in the Standard Plan at a
total cost to the school of $35,175.81/month and $422,109.77 annually. One hundred ninety-two
employees (82%) are enrolied in the Choice Plus Plan at a total cost to the schools cost of
$176,394.27/month or $2,116,731.19 annually. The total annual cost to the schools for its share of
both plans is $2,538,840.96.

V.COMPARATIVE ANALYSIS

How does Cape Elizabeth compare to other communities and the private sector?

A. OTHER MUNICIPALITIES

As of January 2010, the MMEHT offers six plans ranging from a $100 deductible Indemnity Plan to
a $2,500 deductible Point of Service (POS) plan. The premium per plan type does not vary by
municipality, or by region within the state. The only variable on cost is the percentage of the
employer/employee cost sharing.

It is important to note that the MMEHT, unlike the MEA Benefit Trust, does give southern Maine
towns a significant benefit by individually rating a portion of the premiums for each town.

For comparison purposes only, the Committee chose: Falmouth, Yarmouth, Scarborough,
Cumberland, Freeport, Gorham, Windham, and Brunswick (the “Peer Group”). The following chart
contains data as of December 2009.
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INDIVIDUAL FAMILY
Total
. % % % %
TOWN Population Nuélélsler Enrolled ER EE Enrolled ER EE
CAPE ELIZABETH
{,‘gg“é‘“ty 9,040 55.00 | 17.00 90% 10% | 2000 | 80% | 20%
In lieu of 50/50 share
Falmouth F-46
POS C 11,900 77.00 17.00 90% 10% AC -4 90% 10%
0%

Yarmouth

15 POS A 10% 90% 10%
POS A,'POS C 8,400 56.00 2-0pt out 88% 12% 32.00 88% 12%
Indemnity .

Indemnity

Scarborough
POS A, POS C 18,832 152.00 80.00 100% 0% 44.00 T2% 28%
$1,500 buyout
Cumberland
Anthem, not MMEHT, F20
POS A, PD is POS C or 7,404 sa00 | 17.00 o0% | 10% | 244AC | %0% | 10%
High Deductible, 12
Buyouts $1,500, $2,250 _
and $3,000
Freeport F-21
POS A, PD s POS C 8,111 7500 | 22.00 9% | 10% | 2843 | 75% | 25%
Buyouts $1,500 and AC-12
$2,800
Gorham
POS A 15338 | 88.00 | 2200 90% 10% | 5500 | 90% | 10%
Indemnity
Buyout FD
Windham F-27
Municipal Only 16,983 97.00 30.00 90% 10% 2A-13 82% 18%
POS A AC-11
Brunswick 21,983 85% 15% 85% | 15%
Municipal Only

Some key points that can be derived from this table: _
Cape Elizabeth is competitive among its peer group in cost sharing with employees, (but slightly
less competitive when compared to Cumberland, Yarmouth, and Falmouth);

Over 50% of the Peer Group offer some form of buyout option to their employees in lieu of

benefits;

One employer (Cumberland) offers plans direct from Anthem and does not go through the

MMEHT;

One employer (Cumberland) offers a High Deductible Health Plan;
Only 22% of the Peer Group offers Indemnity Plans.
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B. OTHER SCHOOLS

The plans offered by the MEABT are the same for member schools across the state and as stated
previously they include Standard Plan Option, (which is a POS) and Choice Plus (which is a
Preferred Provider Plan (PPQ)). See Attachment C.

Teacher Comparison Charts -- December 2008
See Attachment J for Cumberland County and Attachment K for Peer Group

Attachment J is a health benefits chart (data as of December 2008) that includes all of the school
districts in Cumberland County. This is provided for informational purposes; only Attachment K is a
comparison of Cape Elizabeth to the more limited Peer Group.

Attachment K is a summary chart of the health benefits offered by the Peer Group. NOTE: (1) This
chart does not have cost sharing ratios (the chart on Attachment J does include the ratios and our
conclusions and recommendations incorporate cost ratios); and (2) for school comparison purposes,
our “primary” peer group is only Falmouth, Cumberland, and Yarmouth.

To summarize, the Committee notes the following important key points:
s The cost sharing ratios between the Cape Elizabeth schools and its employees is competitive
within the Peer Group. (Note: While we only compared the two major groups — individuals
 and families, the point should materially hold true for the remainder).
e Within the Peer Group, 33% offered cash payment in lieu of health benefits option. Almost
50% of the school districts in Cumberland County offered such an option.

¢ Since all school districts in our Peer Group offered MEA health plans, the premiums are the
same.
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C. COMPARISON TO PRIVATE COMPANIES

In looking at plans in the private sector, it became apparent that an employer does not need to
sacrifice “richness” of the health benefits to gain a lower price. It is recognized that the industries are
different and the experience of the pool enrollees vary, but the bottom-line message is there is
opportunity without sacrificing benefits for the employee when a broker is hired and a competitive
bid process is used to choose health plans, for significant cost savings for the employer and the

employee.

1. Company A is a large professional firm in Portland — Approximately 200 Employees

Single Family Adult + Child
Plan Monthly % % Monthly % % Monthly % %o
Type Premium ER EE Premium ER EE Premium ER EE
HMO | $423.00 97% 3% $1,132.17 54% 46% $749.13 74% 26%
POS | $452.47 05% 5% $1,213.44 54% 46% $801.33 69% 31%
PPO | $45345 93% 7% $1,283.37 51% 49% $850.40 65% 35%
$500
Deductible
HDHP | $337.77 $905.85 $598.19

NOTE: This employer is particularly similar because it also allows its retirees to participate in its
health plans. Moreover, in addition to Company A we looked at plans for three other comparable
companies, and their 2010 rates were substantially similar to the private company above.

2. Schools

The following chart compares MEABT Choice Plus (POS) Plan to Company A’s POS, which are
very similar plans. There are 192 Cape Elizabeth school employees participating in this plan option.
NOTE: This chart does not include Cape Elizabeth employees participating in the Standard Plan (see

below).
# Monthly Monthly Potential
CE Premium - CE Premium - Difference | Mthly Premium
EEs POS Law Eirm Savings
POS
Employee 60 $ 52840 $452.47 $75.93 $4,555.80
Two Adults 34 $1,190.91 $1,213.44 ($22.53) ($766.02)
Employee & Children 24 $ 935.16 $801.33 $133.83 $3,211.92
Employee & Family T4 $1,449.51 $1,213.44 $236.07 $17,469.18
TOTALS 192 $24,470.88
Using the above example for illustrative purposes:
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Monthly Premium C.E. - Monthly Premium Law Firm = Difference
Difference x Number CE EEs = Potential Mthly Savings

The potential gross total annualized saving (not including cost sharing) for just the POS Plan
participants could be $293.650.56.

For remaining 42 school employees choosing the Standard Plan, the town’s payment is based on
the POS premium,; therefore we have estimated the potential gross total annualized savings at
$65,765.00. This estimate assumes the same mix of participants and the same average per
employee savings.

Therefore, there is a total potential gross annualized savings to the schools and its employees,
excluding cost-sharing, of $359,415.92.

Using a cost-sharing average of 88% (which is representative of the largest class) results in a

savings of $316,286.01 for the schools and $43,129.91 for the employees or $224.63 per
employee. '

If an HMO were to be offered, an even greater savings could be realized over existing plans for
employer and employee.

3. Municipality
The following chart compares MMEHT POS C Plan to Company A’s HMO QPOS, which are
similar plan types. There are 45 municipal employees participating in this plan option.

# Monthly Monthly Potential
CE Premium - CE Premium - Difference | Mthly Premium
EEs POS Law Firm Savings
HMO - QPOS
Employee 16 $536.17 $452.47 $83.70 $1,339.20
Family (inc Two Adult) 23 $1,202.74 $1,213.44 ($10.70) ($246.10)
Employee & Children 6 $874.89 $801.33 $73.56 $441.36
TOTALS 45

Using the above example for illustrative purposes:
Monthly Premium C.E. - Monthly Premium Law Firm = Difference
Difference x Number CE EEs = Potential Mthly Savings

The potential gross total annualized savings of just the POS Plan could be $18,413.52.

Now assuming cost sharing average of 80% (which is representative of the largest class) this
results in a savings of $14,730.82 for the Town and $3,682.70 for the employees, or $81.84 per
employee.

If an HMO were to be offered, an even greater savings could be realized over existing plans
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4. Note:

The premium rates for the private company (known as Company A) were rates for the calendar year
2010. However, the rates for the MEA Benefits Trust used in the report were for July 1, 2009 to June
30, 2010 (the latest we had). For the Maine Municipal Employees Health Trust the rates used in the
report were for calendar year 20009.

As a result the school “savings™ are understated because it used MEA’s 2009 rates for half of the

total (July 1, 2009 to December 31, 2009) while the comparable Company A rates were for calendar
year 2010.
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VI. GENERAL CONCLUSIONS

1)

2)

3)

4)

3)

6)

7)

8)

While the state-wide plans of the MEA and MMA health trusts offer excellent benefits, they are
priced high (at the upper range of reasonableness) when compared to a similar plan comprised
solely of southern Maine providers and enrollees. One of the main reasons for the higher price is
that northern Maine providers, due to a lack of competition and other factors, have high usual
and customary charges and/or do not generally discount these charges.

Health plans, with identical benefits, comprised solely of southern Maine based providers and
enrollees, should therefore be significantly less expensive. This is based not only on provider
rates being lower in southern Maine, but also because southern Maine has more health insurers
which can be made to bid against each other, through a competitive bidding process conducted
by a professional brokerage firm.

By moving school and municipal employees from the MEA and MMA plans to virtually
identical health plans offered directly by the insurance companies offers a high likelihood that
significant savings can be realized for the town and its employees. For example, assuming a 10%
increase in premium cost for MEA Benefit Trust from the current year to next year’s rates, the
savings (based on current cost sharing ratios) for the school could be approximately $347,914.61,
and for the employees as a whole, the sum of $47,442.90. Dividing the sum of $47,442.90 by
the total number of employees covered under the POS plan yields an average savings of $247.10
per employee, obviously the savings would be greater the more expensive the plan the employee
has.

The current employees are familiar with the existing offerings; therefore educating the
employees relative to any change is paramount. However, since virtually identical plans can be
obtained, the only change may be in the insurance company.

Obtaining identical benefits at a lower cost to the employee provides the town and schools with a
greater ability to attract and retain quality employees, as well improve the quality of services.

1t is essential for the Town Council and the School Board to jointly engage an expert insurance
broker to advise them in reviewing current plans, and especially in implementing the
Committee’s recommendations.

Self-insuring for health benefits is currently being investigated by some towns. State law
currently prohibits towns from self insuring fro health plans (but not dental plans). However, the
Committee believes that the size of the enrollee pool for Cape Elizabeth and similar towns is too
small to assume the associated risk of significant adverse health events, without paying a
reinsurance premium that could be so large as to eliminate or even exceed any possible savings.
Given that significant savings can be obtained by directly contracting with an insurance company
(through a competitive bid process) it does not seem to make sense to pursue the concept of self-
insurance.

To obtain reasonable quotes from private insurers, it appears that having the prior utilization and
experience data of Cape Elizabeth would be very helpful for the insurers to calculate premiums
for groups of 50 or more employees (along with using community rating). Claims data for groups
under 50 is less important because insurance companies use basically the following factors for
this size group (known as community rating): age, gender, geographic location and smoker/non-
smoker. Insurance companies in Maine generally release such data to other insurance (or
employers) for competitive bidding purposes.
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9) Maine Municipal Employee’s Health Trust consistently supplies Cape Elizabeth with utilization
and experience data (collectively claims data). :

10) Maine Education Association Benefits Trust has stated publicly that it “cannot” or “will not”
provide claims data to school districts. This has the potential effect of preventing school districts
from obtaining the lowest cost competitive bids. In addition this creates a potential barrier to the
entire competitive bid process. In addition, in the Committee’s opinion, this helps Maine
Education Association Benefits Trust maintain a virtual monopolistic control over health plans
that can be offered by school districts to teachers.

11) In response to the above “cannot” argument of MEA Benefits Trust (its argument is that the
benefits trust is set up as a statewide pool and simply cannot break down the data for
municipalities). The Committee feels this data must be available from the MEA or Anthern,
especially since such data must be collected on a per enrollee basis in order to keep track of
deductibles and co-pays. Thus school districts merely need to provide the names of its
employees. Regarding the “will not” position of MEA Benefits Trust, the Committee believes
there may be numerous legal and other means which the school district or its employees should
investigate to require MEA to disclose claims data, such as: (i) we have been informed by
several insurance sources that there may be a specific state law that requires such disclosure to
other insurance carriers and/or employers, (ii) there may also be a disclosure requirement under
other general laws such as anti-trust laws, insurance laws and the unfair trade practices statute,
(iii) the Maine Insurance Commission may have the authority to order the data disclosed, and
(iv) the local union may have a right under its bylaws, or the enrollees may have a right under
their plans, to obtain such data.

12) To the extent that any of the current school collective bargaining agreements require the use of
the MEA Benefits Trust, the Committee believes a strong argument could be made that any such
contractual provision is null and void because such insurance was not obtained by competitive
bidding as required by 20-A M.R.S.A. Section 1001 sub paragraph 14, which states “except as
otherwise provided by waiver [no statutory waiver is applicable-see sub paragraph 14(A)], a
school board shall oversee the purchasing of insurance by competitive bidding”.

NOTE: the school board may very well have the implicit power under such statute to require the
disclosure of claims data.

VII. RECOMMENDATIONS

The Employee Health Insurance Review Committee recommends the following:

1) The Town Council and School Board consider collaborating to provide common health benefit
plans to all employees of Cape Elizabeth.
2) Form a health benefits joint committee comprised of School Board and Town Council members:

a) Select a broker to make an initial evaluation of whether or not utilizing a bidding process
would result in material savings for the town, the school, and their employees.

b) Cause the current school coalition to (i) lobby the school coalition’s representatives and all
other representatives to pass legislation, if necessary, to cause the MEA Benefits Trust to
disclose claims data to each town in an appropriate and timely fashion, and (ii) hire counsel,
perhaps jointly with other towns, to assist, if necessary, in obtaining the data
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¢) Conduct a bid process consistent with applicable state law. (See e.g. 20-A M.R.S.A. Section
1001 sub paragraph 14). '

d) If the bidding process is successful, recommend to the Town Council and School Board a set
of plans that will attract and retain high guality employees at a reasonable price.

e) Educate employees that the health plans will be of similar in quality and benefits

3) Determine if the bidding process set forth in 20-A M.R.S.A. Section 1001 sub paragraph 14 is
required for the school board, and if so, use that process and include the municipal department
therein.

4) Consider adding such optional plans as: (a) High Deductible Health Plans (HDHP) with a Health
Savings Account (HSA) - this type of plan can be attractive to high-income employees as well as
employees with a low incidence of claims; (b) an Health Maintenance Organization (HMO) —
given the fact that HMO’s in southern Maine are basically comprised of the vast majority of
providers, and are one of the lowest cost plans, this should also be an attractive option.

5) Ensure that wellness is a key component of the plan offerings, and create appropriate employee
incentives as a tool to prevent excessive claims and over-utilization.

6) Create incentives for employees to select those quality plans that have the lowest cost.

7) Require that the broker send out to bid plans that provide health benefits substantially identical to
existing plans.

8) Consider collaborating, consistent with the law, with other towns to bid and offer common plans.

9) Create incentives to make it attractive for employees to obtain health coverage from other
sources. Employee should provide evidence of adequate coverage. Such as offering lump sum
cash payments in lieu of participation in school or town health plans.

10) Consider offering tax deductible medical reimbursement accounts as a means of controlling plan
cost, plus providing a benefit to employees.

11) Consider negotiating in all new collective bargaining agreements a provision that requires all
employees hired after the effective date of the collective bargaining agreement be required to pay
a higher portion of the cost of health insurance utilizing a different cost sharing formula than
current employees. Make similar arrangements with non-union employees.

12) All potential plan designs and cost sharing must take into consideration that Cape Elizabeth
competes for quality employees with other towns on a benefit, as well as salary basis.

13) Please note there are unique State law features that allow retired municipal and schoo! employees
to participate in our health plans in certain circumstances. While the premium is paid at no cost
to the Town, the existence of older participants could increase the premiums charged everyone.

14) The new joint health committee should provide information, at appropriate points in time, to all
employees, including, (i) allowing appropriate representatives to attend all meetings, as a way to
allow the committee to keep employees informed and to provide a means for the committee to
obtain input and information from employees, and (ii) disseminate information as appropriate to
all employees as a whole, prior to soliciting bids.
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EMPLOYEE HEALTH INSURANCE REVIEW COMMITTEE
REPORT

VIII. ATTACHMENTS
ATTACHMENT A - Employee Health Insurance Review Committee

1) Committee Members

| Name || Role | |  Additional Information

IDavid Hillman | |Citizen Member - Chair | |

|
LA] Barthelman | |Citizen Member l | |
|
|

[Kyle Parrish | |Citizen Member | |
[Beth Richardson| (Citizen Member | Resigned from Committee 9/11/09
Jim Walsh | |Citizen Member | 1

IPenelope Jordan| [Town Council Representative] |

IPauline Aportria| [Staff | |
[Matthew Sturgis| [Staff | |

|

|

IMary Townsend| [School Board Representative | | |
|

|

2) Members of the teachers and municipal unions:

IDwight Ely | [MEA Representative | [Cape Elizabeth Education Association |

ISean McCue| [Municipal Representative] [Public Works Department/Teamsters |

3) Committee Meetings — (Held at Cape Elizabeth Town Hall)
a) July 28 — Initial Meeting - Overview of charge and election of chair
b) August 20 - Agreed would meet with Maine Education Association (MEA) and Maine
Municipal Association (MMA) reps; prepared letter
c) September 17 - Presentation by and Interview of Robert Kennedy — Acadia Benefits Inc
d) October 1 - Presentations by and Interviews of MEA and MMA Representatives
e) December 3 - Developed timeline and outline for completion of recommendation
f) January 14 — Crafted first draft of recommendation
g) February 25 — Completed final draft of recommendation
h) March 2 — Final draft completed
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EMPLOYEE HEALTH INSURANCE REVIEW COMMITTEE
REPORT

ATTACHMENT B - Employees By Class

a. MUNICIPAL EMPLOYEES
b. SCHOOL EMPLOYEES
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CAPE ELIZABETH

Health Preminm by Class
MUNICIPAL
,ﬁ
] Total EE Only
Emplovee Eligible Monthly Annual Annual Monthly | Premium | Monthly | Premium
_ﬂuﬂu Y Mmm Enrolled Premium Premium Preminm Enrolled Premium Town Premizm EE
s Town Town Employee Town 90 Employee 10
Police 13 13 b 9,100.31 | § 109203.72 | § 14.433.00 8 $ 428936 |5 53617 |93 - $ -
Fire 1 1 $ 962.19 | § 1154628 |§  2,886.60 0 $ - 3 - $ - ] -
Administration/Library/Pool 22 20 $ 1531668 | $ 183,800.16 | § 4112508 6 $ 289530 | § 48255 | % 3217218 53.62
Public Works 19 13 $ 10,28259 1% 123391.08 |§ 2843724 3 $ 144765193 48255 |5 16086 | § 53.62
Total Eligible/Covered 55 47 $ 35661.77 | $ 427941.24 | § 86,881.92 17 $ 8,632.31
In lieu of benefits/buydown** 18 5 54,500.00
Total EEs Covered 47
* Town Pays 100% of PD
Single Coverage Per CBA.
** [ncludes Buy down an employee can choose full or partial coverage




CAPE ELIZABETH

Health Premium by Class
MUNICIPAL
Family .
{includes EE + Spouse) EE + Child
|
Emplovee Monthly Premivm | Monthly | Premium Monthly | Premium | Monthly | Premium
Mﬂ»ﬂﬂ Enrolled | Preminm Town Premium EE Enrolled | Premium Town Premium EE
Town 80 Employee 20 Town 80 Employee 20
Police 5 $ 481095 % 96219 | § 120275 |§ 240.55 0 $ - 3 - $ - $ -
Fire 1 8 962.19 | § 962.19 | $ 24055 | § 24055 0 $ - 5 - 5 - 3 -
Administration/Library/Pool 10 $ 962190 1% 96219 |$ 240550 | 5 24055 4 $ 279948 |$ 69987 1§ 70008 | § 175.02
Public Works 7 $ 673533 | % 96219 |5 1683.85 |8 240.55 3 $ 2,099.61 | § 699.87 |$ 52506 ;% 175.02
Total Eligible/Covered 23 § 22,130.37 $ 5,532.65 7 $ 4,899.09 $ 1,225.14
In lieu of benefits/buydown**
Total EEs Covered
* Town Pays 100% of PD
Single Coverage Per CBA

** Includes Buy down an employ:




CAPE ELIZABETH
SCHOOI DEPARTMENT

ANNUAL TOTAL EMPLOYEE ONLY
EMPLOYEE ELIGIBLE ER EE TOTAL ER EE
CLASS/CATEGORY gg | ENROLLED | yorpis | CONTRIB | ER&EE |[PNROLLED)  Cost | opppg | Benefit | onTRIB
83% 2%
Teachers| 161 141 3
Standard Plan 33 33200354 7544308 40744752 15 684732 | 8369850  5.57990] 19,011.30
Choice Plus Plan 108 1260.24138]  173.07822] 144231960] 28 634080 | 156237.20]  5.579.90]  21,305.20
B5% 12%
Administrators 11 10 1
Standard Plan 1 15.306.83 347831 1878564 0 6.847.32 0.00]  5.579.90 0.00
Choice Plus Plan 9 119.842.08]  16,342.08] __ 136,184.16 1 6,340.30 5579.90]  5.579.00 760.90
‘ 85% 5%
FdTech M & | 41 77 11
Standard Plan 2 1821087 407073 3528160 1 6.847.32 559633 559633 125099
Choice Plus Plan 75 750.839.56] 3334384  584.183.40] 10 634080 | 55.96330] 559633 744470
85% 15%
Sec & Tech I (6 prorated) 13 13 3
Standard Plan 1 12,614.54 2.819.74 1543828 0 6.847.32 0.00] 559633 0.00
Choice Plus Plan 12 130430.81]  17.337.67]  147.77748] 3 634080 | 1678899 559633 223341
5% 5%
Bus Drivers & Cust Staff] 29 23 13
Standacd Plan 3 16.788.99 3.752.07 2054106] 3 684732 | 16,788.00|  5.59633]  3,752.97
Choice Plus Plan 20 187.586.95] 34.936.68]  212.523.60] 10 634080 | 55.963.30]  5.59633] 744470
5% 5%
Centrat Office 11 9 3
Standard Plan 1 14.785.00 400064 1878564] 0 6.847.32 000]  5.380.68 0.00
Choice Plus Plan g 82.180.88] 1450252 96.683.40] 3 634080 | 16,169.04]  5.330.68 _ 2.853.36
5% 15%
Community Services| 10 7 4 .
Standard Plan 0 0.00 0.00 000 0 6.847.32 000, 5,380.68 0.00
Choice Plus Plan 7 58.00056]  10.235.40 €3.235.06] 4 6.340.80 | 2155872 5.380.68]  3,804.48
' Flat
Food Service 10 5 3 6,200.00
Standard Plan 2 12.400.00 129464 1369464 2 684732 | 1240000 620000  1,294.64
Choice Plus Plan 3 18.600.00]  16.322.64 34.922.64 1 6,340.80 6.200.00 _ 6.200.00 140.80
Total Standard Plan 3 422,100.77 9486151 | 51697138 31
Total Choice Plus Plan 192 211673119 | 30600905 | 2.422,830.24 60
TOTAL| 286 235 2,538.840.96]  400.960.56 2,939.801.52 81




CAPE ELIZABETH
SCHOO| DEPARTMENT

TWO ADULTS EE+CHILD
EMPLOYEE ER EE ER EE
CLASS/CATEGORY ENROLLED: Cost CONTRIB Benefit CONTRIB ENROLLED Cost CONTRIB Benefit CONTRIB
28% 12% 88% 12%
Teachers 17 17
Standard Plan 4 15,434.28 50,304.04 12,576.01 11,433.08 3 12,119.52 29,625.87 9,875.29 6,732.69
Choice Plus Plan 13 14,200.92 163,488.13 12,576.01 22,293.83 14 11,221.92 138,254.06 9.875.29 18,852.82
38% 12% 88% 12%
Administrators 3 0
Standard Plan 0 15,434.28 0.00 12,576.01 0.00 0 12,119.52 0.00 9,875.29 0.00
Choice Plus Plan 3 14,260.92 37,728.03 12,576.01 5,144.73 0 11,221.92 0.00 9,875.29 0.00
85% 15% 85% 15%
EdTech I & IO 2 , 6
Standard Plan 1 15,434.28 12,614.54 12,614.54 2,819.74] 0 12,119.52 0.00 9,905.42 0.00
Choice Plus Plan 1 14,200.92 12,614.54 12,614.54 1,676.38 6 11,221.92 59.432.52 9,905.42 7.899.00
85% 15% 85% 15%
" |Sec & Tech I (6 prorated) 2 4
Standard Plan 1 15,434.28 12,614.54 12,614.54 2,819.74 1] 12,119.52 0.00 9,905.42 0.00
Choice Plus Plan 1 14,290.92 12,614.54 12,614.54 1,676.38 4 11,221.92 39,621.68 9,905.42 5,266.00
85% 15% 85% 15%
Bus Drivers & Cust Staff 8 0
Standard Plan 0 15,434.28 0.00 12,614.54 0.00 0 12,119.52 0.00 9,905.42 0.00
Choice Plus Plan 8 14,200.92 100,916.32 12,614.54 13,411.04 0 11,221.92 0.00 9,905.42 0.00
85% 15% 85% 15%
Central Office 3 0
Standard Plan 1] 15,434.28 0.00 12,147.28 0.00 Y] 12,119.52 0.00 9,538.63 0.00
Choice Plus Plan 3 14,290.92 36,441.84 12,147.28 6,430.92 Q0 11,221.92 0.00 9,538.63 0.00
85% 15% 83% 15%
Community Services 3 0
Standard Plan O 15,434.28 0.00 12,147.28 0.00 0 12,119.52 0.00 9,538.63 0.00
Choice Plus Plan 3 14.290.92 36,441.84 12,147.28 6,430.92 0 11,221.92 0.00 9,538.63 0.00
Food Service 2 0
Standard Plan 0 15,434.28 0.00 6,200.00 0.00 0 12,119.52 000 6,200.00 0.00
Choice Phus Plan 2 14,290.92 12.400.00 6,200.00 16,181.24 0 11,221.92 0.00 6,200.00 0.00
Total Standard Plan 6 3
Total Choice Plus Plan 34 24
TOTAL 40 27




FAMILY
Two Adults + Children
EMPLOYEE ER EE
CLASS/CATEGORY |FNROLLED — Cost | ponmppg | Bemelit | contriB
28% 12%
Teachers 64
Standard Plan 11 18,785.64 168,375.13 15,306.83 38,266.91
Choice Plus Plan 53 17,394.12 811,261.99 15,306.83] 110,626.37
88% 12%
Adminjstrators 6
Standard Plan 1 18,785.64 15,306.83 15,306.83 3,478.81
Choice Plus Plan 5 17,394.12 76,534.15 15,306.83 10,436.45
85% 15%
Ed Tech IT & IIT 8
Standard Plan 0 18,785.64 0.00 15,353.65 0.00
Choice Plus Plan 8 17,394.12 122,829.20 15,353.65 16,323.76
85% 15%
BSec & Tech I (6 prorated) 4
Standard Plan 0 18,785.64 0.00 15,353.65 0.00
Choice Plus Plan 4 17,394.12 61,414.60 15,353.65 8,161.88
85% 15%
Bus Drivers & Cust Staff 2
Standard Plan 0 18,785.64 0.00  15,353.65 0.00
Choice Plus Plan 2 17,394.12 30,707.30)  15,353.65 4,080.94
85% 15%
Central Office 3
Standard Plan 1 18,785.64 14,785.00 14,785.00 4,000.64
Choice Plus Plan 2 17,394.12 29,570.00 14,785.00 5,218.24
85% 15%
Community Services 0
Standard Plan 0 18,785.64 .00 14,785.00 0.00
Choice Plus Plan 0 17,394.12 0.00 14,785.00 (.00
Food Service 0 :
Standard Plan 0 18,785.64 0.00 6,200.00 0.00
Choice Plus Plan 0 17,394.12 0.00 6,200.00 0.00
Total Standard Plan 13
Total Choice Plus Plan 74
TOTAL 87

0>"um ELIZABETH
SCHOOL DEPARTMENT
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EMPLOYEE HEALTH INSURANCE REVIEW COMMITTEE
REPORT

ATTACHMENT E - Letter to Maine Municipal Employee Benefit Trust

Health Insurance Review Committee Phone 207-799-1619
P.O. Box 6260 Fax 207-799-5598
320 Ocean House Road

Cape Elizabeth, Maine 04107-0060

August 20, 2009

Maine Municipal Employees Health Trust
Stephen Gove

Director

60 Community Drive

Augusta, Maine 04330

Dear Mr, Gove:

The Town of Cape Elizabeth established a Health Insurance Review Committee. The Committee’s charge is to review the health care
coverage and benefits offered to municipal and school employees. In particular the committee will look at plan design, premium cost,
and providers.

This letter is written to request information concerning the current health plans offered by the Maine Municipal Employees Health Trust,
specifically relating to what the current benefits are, how these plans are negotiated with the current providers, and by what means the
Trust received approval from the recipients of these plans. Also, please describe what other plans are currently offered.

The Committee is requesting a wriiten answer by September 6, 2009, and it would like to request you or a designes, to come and meet
with the Committee at a later date for a discussion on these points and other health care benefit issues.

The Committee has an early December goal for making recommendations to the Cape Elizabeth Town Council and School Board. We
would like to invite you to present to us on either October 1 or October 22 at 7 pm. Please contact Matthew Sturgis, staff support to the
Committee, at 799-1619 to discuss these dates.

We eagerly await your written response and look forward to meeting with you in person.

Sincerely,

Cape Elizabeth Health Insurance Review Committee

By David Hillman, Chair

Cc: Michael K. McGovern, Town Manager
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EMPLOYEE HEALTH INSURANCE REVIEW COMMITTEE
REPORT

ATTACHMENT F - Letter(s) to‘Maine Education Association Benefit Trust &
Their Response

TOWN OF CAPE ELIZABETH

Health Insurance Review Committee Phone 207-799-1619

P.O. Box 6260 Fax 207-799-5598
320 Ocean House Road

Cape Elizabeth, Maine 041070060
August 20, 2009
MEA Benefits Trust
Christine Burke
Executive Director
35 Community Drive
Augusta, Maine 04330
Dear Ms, Burke:
The Town of Cape Elizabeth established a Health Insurance Review Committee. The Committee’s charge Is to review the health care
coverage and benefits offered to municipal and school employees. In particular the committee will look at plan design, premium cost,
and providers.
This letter is written to request information concerning the current health plans offered by the Maine Education Association Benefits
Trust, specifically relating to what the current benefits are, how these plans are negotiated with the current providers, and by what
means the Trust received approval from the recipients of these plans. Also, please describe what other plans are currently offered.

The Committee is requesting a written answer by September 8, 2009, and it would like to request you or a designee, to come and meet
with the Committee at a later date for a discussion on these points and other health care benefit issues.

The Committee has an early December goal for making recommendations to the Cape Elizabeth Town Council and School Board. We
would like to invite you to present to us on either October 1 or October 22 at 7 pm. Please contact Matthew Sturgis, staff support to the
Committee, at 799-1619 to discuss these dates.

We eagerly await your written response and look forward to meeting with you in person.

Sincerely,

Cape Elizabeth Health Insurance Review Committee
By David Hillman, Chair

Cc: Alan Hawkins, Superintendent of Schools
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TOWN OF CAPE ELIZABETH

Health Insurance Review Committee Phone 207-799-1619
P.O. Box 6260 Fax 207-799-5598
320 Ocean House Road
Cape Elizabeth, Maine 04107-0060

October 9, 2009

MEA Benefits Trust
Christine Burke
Executive Director

35 Community Drive
Augusta, Maine 04330

Dear Ms. Burke:

The Town of Cape Elizabeth Health Insurance Review Committee met on October 1, 2009. After some
discussion regarding the need for visibility, the Committee moved to formally request prior claims experience
for Cape Elizabeth. Claim history information was recently provided to the Committee by the Maine Municipal
Employees Health Trust and we would like the same information from MEA Benefits Trust in order to better
inform our discussions.

Please provide this infarmation to the Cape Elizabeth Health Insurance Review Committee prior to our
meeting on October 22, 2009. If there is an issue with providing claim information, please be prepared to
explain your reasoning at your presentation on October 22. Should you need clarification on the information
we seek, please do not hesitate to contact us.
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Additionally, both the MEA Benefits Trust and the Maine Municipal Employees Health Trust are scheduled to
present to the Committee on October 22", The meeting begins at 7:00 p.m. in the William Jordan
Conference room at the Cape Elizabeth Town Hall, with the MMEHT scheduled to present first. Each of you is

scheduled for one hour, with approximately 30 minutes slotted for your presentation and 30 minutes for
questions and answers.

We eagerly await your written response and look forward to meeting with you in person on Ociober 22,
2009,

Sincerely,
Cape Elizabeth Health Insurance Review Committee
By David Hillman, Chair

Ce: Alan Hawkins, Superintendent of Schools
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EMPLOYEE HEALTH INSURANCE REVIEW COMMITTEE
REPORT

ATTACHMENT G -- CHAPTER 3 CAPE ELIZABETH PERSONNEL CODE
[Adopted effective 10/12/94 with amendments through 12/20/2008]

Sec. 3-2-11 Employee Health Benefits

The Town of Cape Elizabeth participates in the Maine Municipal Employees Health Trust
(MMEHT). Employees have the option of participating in either the MMEHT Indemnity Choice
Plan or the MMEHT Comprehensive Point of Service Plan. Any employee, who chooses the MMEHT
Indemnity Choice Plan instead of the MMEHT Comprehensive Point of Service Plan, shall assume 100% of
the additional incremental cost in addition to the applicable cost sharing The Town reserves the right to
substitute plans from other providers with similar coverage’s and claims service and has the right to

offer additional MMEHT plans,

The Town pays 90% of the cost of the premium for those with single coverage. The Town pays
80% of the cost of the premium for those with dependent coverage. '

Regular permanent employees working at least 35 hours per week are eligible for the above
premium payments.

Employees working a regular year round schedule of at least 20 hours per week, but less than 35
hours per week receive a pro rata health benefit based on their percentage of hours worked based
on a 40 hour work week. (For example, an employee working 25 hours year round per week
would receive 25/40ths or 62.5% of the applicable premium. A single employee would have
62.5% of their premium paid. An employee with dependents would have 62.5% of 80% of their
premium paid which is 50%)

If any employee is eligible for coverage that is more expensive than single coverage, they may
choose single coverage.

If an employee can document that they are on a partner's plan, they may opt out of having
coverage through the Town.

Any savings resulting from the lesser coverage shall be shared 50% by the Town and 50% by the
employee. The amount accruing to the employee shall be paid in early June and early December
of each year based on the previous six months savings. The payment shall not be considered part
of compensation for purposes of retirement, life insurance and computing hourly wages. The
employee shall be responsible for any tax liability.

Affected employees must elect their coverage level once a year during the enrollment period or
upon hiring. Coverage must be elected before they become effective,

Elections are binding for the plan year unless during the year the employee has a lifestyle change
such as:

1. Marriage or divorce

2. Birth, adoption, or change in custody of a child

3. Death of a spouse or child

4, Gain or loss of a spouse's employment

5. Change in job status from full time to part time by you or your spouse

and/or

6. An unpaid leave of absence by you or your spouse.

The change an employee makes must be on account of and consistent with the event.
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3-20

(a) Section 125 Plan

The Town of Cape Elizabeth offers a Section 125 Plan reimbursement account through Maine
School Management Association. The Town may choose another provider at its option. Medical
expense reimbursement accounts are limited to $3000 per year. Dependent care reimbursement
accounts are limited to $5,000 per calendar year per family.

{b) Fitness

The Town shall provide up to $150.00 per calendar year to reimburse any employee for a fitness
class, health club membership, a smoking cessation or weight loss program or for any other bona
fide program leading to better fitness and health. Reimbursement shall be upon Town receipt of a
paid invoice or copy of a cancelled check. (Amended Eff 11/10/2007) '
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EMPLOYEE HEALTH INSURANCE REVIEW COMMITTEE
REPORT

ATTACHMENT I - RELATED MEDIA ARTICLES ON HEALTH INSURANCE
Attached as hard copy
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OP-ED CONTRIBUTOR

Bust the Health Care Trusts
By ROBERT B, REICH

Berkeley, Calif,

MY health insurer here in California is Anthem Blue Cross. So far, my group policy hasn’t been affected by Anthem’s planned rate increase of as much
as 39 percent for its customers with individual policies — but the trend worties tne, as it should everyone. Rates are soaring all over the country.
Insurers have been seeking to raise premiums 24 percent in Connecticut, 23 percent in Maine, 20 percent in Oregon and a wallet-popping 56 percent
in Michigan. How can insurers raise prices as much as they want without fear of losing customers?

Astonishingly, the health insurance industry is exempt from federal antitrust laws, which is why a handful of insurers have become so dominant in
their markets that their customers simply have nowhere else to go. But that protection could soon end: President Obama on Tuesday announced his
support of a House bill that would repeal health insurers’ antitrust exemption, and Speaker Nancy Pelosi signaled that she would put it toward an
immediate vote,

This is promising news, Forcing insurers to compete for our business would do at least as much good as the president’s proposal to give the federal
government, working with the states, the power to deny or roll back excessive premiums. The fact is that half of the states already have the power to
approve rates and they don't seem to be holding insurers back much.

Health insurers like Anthem claim they have to raise rates (as well as co-payments and deductibles) because of the economic downturn, Employers
are reducing coverage and cutting payrolls. As a result, more people are buying individual policies, but they tend to be older and sicker. Younger and
healthier Americans are simply going without insurance, and thus not subsidizing their costlier fellow policy-holders.

This can’t be the whole story, because big health insurers are making boatloads of money. America’s five largest health insurers made a total profit of
$12.2 billion last year; that was 56 percent higher than in 2008, according to a report from Health Care for America Now.

It's not as if health insurers have been inventing jazzy software or making jet airplanes. Basically, they just collect money from employers and
individuals and give the money to providers, In most markets, consumers wouldn’t pay this much for so little. We'd find a competitor that charged less
and delivered more. What'’s stopping us? Not enough choice.

More than 90 percent of insurance markets in more than 306 metropolitan areas are “highly concentrated,” as defined by the Federal Trade
Commission, aceording to the American Medical Association, A 2008 survey. by the Government Accountability Office found the five largest providers
of small group insurance controlled 75 percent or more of the market in 34 states, and 9o percent or more in 23 of those states, a significant increase
in coneentration since the G.A.0.'s 2002 survey.

Anthem’s parent is WellPoint, one of the largest publicly traded health insurers in America, which runs Blue Cross and Blue Shield plans in 14 states
and Unicare plans in several others. WellPoint, through Anthem, is the largest for-profit health insurer here in California, as it is in Maine, where it
controls 78 percent of the market. In Missouri, WellPoint owns 68 percent of the market; in its home state, Indiana, 60 percent. With 35 million
customers, WellPoint counts one out of every nine Americans as a member of one of its plans,

Antitrust laws are supposed to prevent this kind of market power. So why are giant health insurers like WellPoint exempt? Chalk it up to an anomaly
that began seven decades ago in the quaint old world of regional, nonprofit Blues. They were created in part by hospitals to spread the costs of
expensive new equipment and facilities over many policy holders. Collaboration was the point, not competition. The 1945 MeCarran-Ferguson Act
made it official, exempting insurers from antitrust scrutiny and giving states the power to regulate them, although not necessarily any power to
regulate rates.

The system worked fairly well until about two decades ago when insurers began morphing into publicly held, for-profit cash machines. A new breed of
medical entrepreneur saw opportunities to profit from a rapidly aging population eager to get every new drug and technology that might extend their
lives, and a government committed to doling out hundreds of billions of dollars in Medicare and Medicaid.

With size has come not only market power but political clout, Big for-profit insurers deploy enough campaign money and lobbyists to get their way
with state legislators and insurance commissioners. A proposal last year to allow California’s Department of Insurance to regulate rates, for example,
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died in committee. These companies have even been known to press states to limit how many other health insurers they license,

And when they can’t get their way, insurers go to court, In Maine — one state that aggressively regulates rates ~ WellPoint’s Anthem subsidiary has
sued the insurance superintendent for reducing its requested rate increase,

Political clout can be especially advantageous at the federal level, as the big Wall Street banks have so brazenly demonstrated. Over the past two and a
half years, WellPoint’s employees and associates have contributed more than $922,000 to federal political campaigns, and the company has spent
$7.8 million lobbying Washington policymakers, according to the Center for Responsive Politics. It should not be surprising that WellPoint was one of
the leading opponents of the public insurance option, which would have subjected it to competition even where it had sewn up the market,

Antitrust is ho substitute for broader health care reform, but it's an important prerequisite. If a handful of giant health insurers are allowed to
dominate the industry, many of the other aspects of reform (establishing insurance exchanges, requiring people to have insurance, even allowing
consumers to buy insurance across state lines) won't bring down the price of insurance.

Regardless of what happens at the White House’s health care meeting on Thursday, we've got to make sure health insurers compete for every one of
our dollars. First chance I get I'm going to find another health insurer here in California — unless Anthemn has such a lock on the market I can't find a
better deal.

Update: On Wednesday, members of the House voted overwhelmingly to eliminate the heath insurance industry'’s antitrust exception.
Robert B. Reich, a professor of public policy at the University of California, Berkeley, and a secretary of labor under President Bill Clinton, is the

author of “Supercapitalism.”
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Hoosiers and Health Savings Accounts

An Indiana experiment that is reducing cosis for the state and its employees.

By MITCH DANIELS
As Washington prepares to revisit the subject of health-care reform, perhaps some fresh experience from Middle America would be of value,

When I was elected governor of Indiana five years ago, I asked that a consumer-directed health insurance eption, or Health Savings Account (H5A), be added to the
conventional plans then available to state employees. I thought this additional choice might work well for at least a few of my co-workers, and in the first year some
4% of us signed up for it.

In Indiana's HSA, the state deposits $2,750 per year into an account controlled by the employee, out of which he pays all his health bills. Indiana covers the
premium for the plan, The intent is that participants will become more cost-conscious and careful about overpaytent or overutilization.

Unused funds in the account—to date some $30 millfon or about $2,000 per employee and growing fast—are the worker's permanent property. For the very small
number of employees (about 6% last year) who use their entire account balance, the state shares further health costs up to an out-of-pocket maximum of $8,000,
after which the employee is completely protected.

The HSA option has proven highly popular, This year, over 70% of our 30,000 Indiana state workers chose it, by far the highest in public-sector America. Due to the
rejection of these plans by government unions, the average use of HS8As in the public sector across the country is just 2%,

What we, and independent health-care experts at Mercer Consulting, have found is that individually owned and divected health-care coverage has a startlingly
positive effect on costs for both employees and the state. What follows is a surnmary of our experience:

State employees enrolled in the consumer-driven plan will save more than $8 million in 2010 compared to their coworkers in the old-fashioned preferred provider
organization (PPQ) alternative. In the second straight year in which we've been forced to skip salary increases, workers switching to the HSA are adding thousands
of dollars to their take-home pay. (Even if an employee had health issues and incurred the maximum out-of-pocket expenses, he would still be hundreds of dollars
ahead.) HSA customers seem highly satisfied; only 3% have opted to switch back to the PPO.

The state is saving, too. In a time of severe budgetary stress, Indiana will save at least $20 million in 2010 because of our high HSA enrollment, Mercer caleulates
the state's total costs are being reduced by 11% solely due to the HSA option,

Most important, we are seeing significant changes in behavior, and consequently lower total costs. In 2009, for example, state workers with the HSA visited
emergency rooms and physicians 67% less frequently than co-workers with traditional health care. They were muech more likely to use generic drugs than those
enrolled in the conventional plan, resulting in an average lower cost per prescription of $18, They were admitted to hospitals less than half as frequently as their
colleagues. Differences in health status between the groups account for part of this disparity, but consumer decision-making is, we've found, also a major factor.

Overall, participants in our new plan ran up only $65 in cost for every $100 incurred by their associates under the old coverage. Are HSA participants denying
themselves needed care in order to save money? The answer, as far as the state of Indiana and Mercer Consulting can find, is no. There is no evidence HSA members
are more likely to defer needed care or common-sense preventive measures such as routine physicals or mammograms,

It turns out that, when someone is spending his ovm money alone for routine expenses, he is far more likely to ask the questions he would ask if purchasing any other
good or service: "Is there a generic version of that drug?" "Didn't I take that same test just recently?” "Where can I get the colonoscopy at the best price?”

By contrast, the prevatent model of health plans in this country in effect signals individuals they can buy health care on someone else's credit card. A fast-food meal
costs most Americans more out of pocket than a visit to the doctor, What seems free will always be overconsumed, compared to the choices a normal conswmer
would make, Hence our plan's immense savings,

The Indiana experience confirms what common sense already tells us: A system built on "cost-plus” reimbursement (i.e., the more a physician does, the more he or
she gets paid) coupled with "free” to the purchaser consumption, is & machine perfectly designed to overconstme and overspend, It will never be controlled by
top-down halloon-squeezing by insurance companies or the government. There will be no meaningful cost control until we are all cost controllers in our own right.

Americans can make sound, thrifty decisions about their own health. If national policy trusted and encouraged them to do so, our skyrocketing health-care costs
would decelerate.

Mr. Daniels, a Republican, is governor of Indiana.
Copyright 2009 Dow Jonas & Company, Inc. All Rights Resarved
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Bangor school system stymied on health insurance

Bid for claim data to neqotiate hits closed door

By Eric Russell
BDN Staff

BANGOR, Maine — Seeking to trim its budget by any means possible, the Bangor School
Department recently tried shopping around to other health insurance carriers that might be
offering a lower price.

Superintendent Betsy Webb said she didn’t get far.

The Maine Education Association Benefits Trust, which facilitates insurance for MEA members
through the state’s largest carrier, Anthem Blue Cross and Blue Shield, would not release claim data
to Bangor.

Without it, Webb said, other carriers were not interested in negotiating with Bangor.

“When we went out to other companies to get quotes, two companies said they couldn’t quote
without claim data., Another company used general trend data, and their quote came in much
higher,” she said.

Mark Gray, spokesman for the MEA, said the benefits trust is set up as a statewide pool and simply
¢annot break down the data for municipalities.

“We only look at claims data on a statewide basis,” he said. “From time to time, districts will ask for
claims data, but we don’t have it to give to them.”

Bangor School Department employees have a contractual obligation with Anthem through 2011
anyway, but Webb said she and her staff have a responsibility to keep costs contained.

In the past, Anthem has increased its premiums by more than 10 percent in one year, and she
worried that next year could see further increases. Already, Anthem has proposed a rate increase of
more than 20 percent on two of its insurance plans.

“We're not looking to reduce service, by any means, but we don’t want to see as much growth either,”
she said.

Anthem has not yet released its rates for the 2010 year for the MEA Benefits Trust plan and likely
won't until early March, according to Gray. However, he said Anthem quotes insurance rates all the
time without specific claims data and said it has never been a problem.

“We understand that districts want to shop around,” Gray said. “But, we believe that Anthem
provides the most competitive insurance rates around, in large part because we have a big, statewide
pool.”

- Additionally, because health care costs are often higher in northern Maine than in southern Maine,
Anthem’s statewide rates are equalized, he said.

Webb maintained that it’s unfortunate that her school department cannot get access to health
insurance information. She doesn’t yet know how the school department will proceed. The Bangor



School Department already faces a potential loss in state subsidy of $2 million for the next year. If
insurance costs continue to go up, more hard decisions will have to be made

“T'o be honest, we kind of hit a wall,” she said. “But we’re going to have to continue. What choice do
we have?”
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ATTACHMENT J - CUMBERLAND COUNTY TEACHER COMPARISON CHARTS
Attached as hard copy
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EMPLOYEE HEALTH INSURANCE REVIEW COMMITTEE

ATTACHMENT K - SCHOOL EMPLOYEE POPULATION SURVEY

REPORT

Total # employees covered-MEA Benefit Health Trust

# eligible # employees receiving
employees Single 2-Person Adult +C Family  Total cash in-lieu of
Falmouth . 332
Standard % 28 9 16 2 55 Not offered
Choice + 109 38 59 51 257
total 137 47 75 33 312
Yarmouth 220
7 $3000
Standard 13 9 3 10 35 can apply
Choice + / 57 25 3 47 142 other
total 70 34 16 57 177 benefits offered
Scarborough . 545
Standard 24 14 6 27 71 85
Choice + / 159 59 52 109 379 $800 to Tax
total 183 73 58 136 450 Sheltered Annuity
Cumberland
Standard 25 12 12 7 56 One-time offer
Choice + 131 27 74 46 278 1/2 of savings
total 156 39 86 53 334 3 or 4 ee's per yr.
Freeport
Standard 1 0 0 I Not offered
Choice + 45 11 9 70
total 46 11 9 71
Gorham no response
7
Standard Not Offered
Choice +
total
Windham 550
Standard 28 6 9 9 52 Admin only (10)
Choice + 240 64 84 76 464
total 268 70 93 85 516
Brunswick 477
Standard 48 42 9 49 148 Not offered
Choice + 52 46 30 89 217
total 100.92 88.9 39.91 138.89 365
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