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Antitrust Notice

o The Casualty Actuarial Society is committed to adhering strictly to the letter and spirit of
the antitrust laws. Seminars conducted under the auspices of the CAS are designed
solely to provide a forum for the expression of various points of view on topics described
in the programs or agendas for such meetings

e Under no circumstances shall CAS seminars be used as a means for competing
companies or firms to reach any understanding — expressed or implied — that restricts
competition or in any way impairs the ability of members to exercise independent
business judgment regarding matters affecting competition

o Itis the responsibility of all seminar participants to be aware of antitrust regulations, to
prevent any written or verbal discussions that appear to violate these laws, and to adhere
in every respect to the CAS antitrust compliance policy
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Health care reform is here — bringing significant
short- and long-term challenges for employers

Patient Protection and Health Care and Education
Affordable Care Act Reconciliation Act
(PPACA) (HCERA)
Enacted March 23, 2010 Enacted March 30, 2010

PPACA + HCERA =
Health Care Law

» Reform has significant implications for employers, employees/individuals,
insurers, health care providers and others

o Impact starts immediately for employers
» Major changes continue for years to come

o Employers face short-term and long-term challenges

» Short-term challenges include understanding the new law and its implications and
implementing immediate provisions

» Long-term challenges include managing compensation and benefit strategy in a new
environment
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The Health Reform House

Individual mandate Expanded coverage

Individual and small group market reform Reduced reimbursement

Subsidies to low- and middle-income
Bundled payment

individuals
Health insurance Exchanges Pay for performance
Employer pay or play mandate Health information technology

Excise tax on “high-cost”

Shift to primary care and underserved
employer health coverage
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The New Health Care Insurance Market

Employer Plans Uninsured R e Medicare

160 — 170 million 50 million Gl 41million
40 million

Insurance Market Reforms
Guarantee Issue,
No Health Status Underwriting

Private Payer Public Payer
Rates Rates

Delivery System Reforms
Medicare Payment Reform

nt Reform

@

| I I !

Hospitals Physicians Rx Manufacturers Other Providers

*Employees may decline employer’s plan in favor of Exchange-based coverage, but they may obtain federal premium subsidies for Exchange-based
coverage only if employer coverage does not meet minimum requirements or is “unaffordable.”
**_ow- and middle-income premium and out-of-pocket cost subsidies available up to 400% of federal poverty level.

Source: U.S. Census Bureau. Does not depict 15 million now with |nd|V|duaI insurance expected to move to Exchange or other sources.
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Practical Implications

Larger health systems providing care

o Emphasis on quality of care, with measurement
o Reimbursements favoring hospitals over independent physicians
o Employment of physicians

Crossed the 50% threshold

New generation of physicians “want to be employed”
With employment comes liability

How the hospitals/healthcare systems will address physician liability?
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Contrarian’s View

o Historical friction between physicians and hospitals
o Will reimbursement anomalies last?
o Will citizens accept care provided by a corporation?

o IS major restructuring needed to achieve efficiency?
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Questions for Discussion

o For insurers, what are the implications of the physician employment
trend?
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Questions for Discussion

o What are the implications of the physician employment trend for
hospitals?
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Questions for Discussion

o What are the implications of the physician employment trend for
reinsurers and excess insurers?
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Questions for Discussion

o Have you seen any data as to the impact on cost as a physician moves
from private practice into an employed status?
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Questions for Discussion

o Speaking more broadly about the Reform in general, what factors are
likely to affect claims frequency?
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Questions for Discussion

o What factors are likely to affect severity?
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Questions for Discussion

o Earlier you mentioned the strain on capacity. It estimated that HC
Reform will bring 32 million additional insureds into the healthcare
system. How do you see that impacting malpractice?
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Questions for Discussion

o Can you comment about Accountable Care Organizations (ACOs), and
any risk that they bring?
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Questions for Discussion

e You mentioned evidenced based medicine. Its also referred to as
“comparative effectiveness research.” What are the implications?
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Questions for Discussion

o There is some funding for malpractice reform projects within the bill.
What is the potential from that?
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Questions for Discussion

o Can you comment about Section 111 and its potential impact?
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Conclusions

o Factors that have the largest potential implications
Creation of ACOs
Continued employment trend
Section 111

» Recommendations
Evaluate your product offering versus likely future needs
Prepare for the shift in data availability, and severity
Learn as much as you can, quickly
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