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The materials used in this Prezi contain proprietary and confidential 

information and data which are released only for the internal and 

permitted use of the intended recipient. The presentation may not be 

disclosed, in whole or in part, to anyone who is a direct or indirect 

competitor to The Benefit Services Group, Inc. ("BSG®"), without BSG's 

written permission, nor may the presentation materials be 

disassembled, reorganized or segregated in any way. In conducting 

analyses and creating exhibits for this presentation, BSG relies on 

unaudited data provided by plan administrators, carriers, and other 

sources.

The views expressed in this presentation and any accompanying 

remarks are not necessarily identical to the views of the program

co-sponsors, or the clients of Mr. Frye.

2
© 2015  The Benefit Services Group, Inc. Proprietary and Confidential



3

Antitrust Notice

• 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.

• Under no circumstances shall CAS seminars to be used as 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.

• It is 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 Risk Drivers

ACA Drivers

▪ Mandated richer benefits

▪ No lifetime limits

▪ Limits on deductibles and out-of-pockets

▪ Guaranteed issue, community rating

▪ Outcomes of ACA

Health Care Drivers 

▪ Specialty medications

▪ Medical technology
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Principles of Ratemaking

▪ Principle 1: A rate is an estimate of expected 
value of future costs.

▪ Principle 2: A rate provides for all costs 
associated with the transfer of risk.

▪ Principle 3: A rate provides for the costs 
associated with an individual risk transfer.

▪ Principle 4: A rate is reasonable and not 
excessive, inadequate, or unfairly discriminatory 
if it is an actuarially sound estimate of the 
expected value of all future costs associated 
with an individual risk transfer.
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Excerpted from the Statement of Principles Regarding Property and Casualty Ratemaking
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Traditional Pricing for Health 
Insurer Blocks of Business
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Source:  “The Challenges of Pricing Health 

Insurance for the 2014 Exchanges”; Alice F. 

Rosenblatt, FSA, MAAA, CERA AFR 

Consulting, LLC; October 2012; National 

Institute For Health Care Management; 

www.nihcm.org

Key unknowns introduced by 

the ACA:
• Selection issues affecting Exchange 

risk pool
• Service use by the previously 

uninsured
• Essential health benefits
• Details of risk mitigation programs
• Change in behavior of health care 

providers

RATING PERIOD:
New premiums to be 
charged for expected 
enrollee population 
for revised benefit 
packages

TREND FORWARD

SET RATES

EXPERIENCE PERIOD:
Past claims for specific 
benefit packages and risk 
pools

Accounts for changes in:
• Use and cost
• Risk pool composition
• Benefit packages
• Other factors

Determination of 

Premiums
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ACA Community Rating
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Rating Restrictions – Health Insurance 
Premiums for Individual and Small Group

Rate factors limited to:

• Family structure

• Benefit plan design

• Geography

• Age (3:1 limit)

• Tobacco use (1.5:1 limit)

Rate may not vary by:

• Gender

• Health status

• Claims history

• Medical underwriting

• Group size

• Industry
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Price Does Not Predict Cost
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Care System Price vs. Total Cost

(Adjusted For Risk & Catastrophic Claims)
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Rates and Cost of 

Exchange Coverage

Perceived 

Cost
True Cost

Subsidies 

help with 

affordability, 

but  don’t 

lower the 

true cost of 

insurance.
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Perceived Cost in ACA

ACA Premium Credits

Family

Income

Max. premium 

payment as 

percentage

of income

100 – 133% FPL 2%

133 – 150% FPL 3 – 4%

150 – 200% FPL 4 – 6.3%

200 – 250% FPL 6.3 – 8.05%

250 – 300% FPL 8.05 – 9.5%

300 – 400% FPL 9.5%
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Subsidies and Enrollment

All data are from the 

Department of Health 

and Human Services, 

through Dec. 28, 2013.

Without a 

subsidy, 21%

With a subsidy, 

79%

Without a subsidy With a subsidy
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Premiums Vary by State
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Source:  Avalere Health



© 2015  The Benefit Services Group, Inc.
Proprietary and Confidential

Cohen JN, Coppock A, 

Ghosh AK and Geisler BP 

2015 [v1; ref status: 

awaiting peer review, 

http://f1000r.es/4zl] 

F1000Research 2015, 4:25 

(doi:10.12688/f1000research

.6039.1)

Figure 1. A simple 
linear regression 
(Ordinary Least 
Squares) is plotted 
comparing 
premiums on the 
number of insurers 
per rating area.

Premiums vs. # of Insurers
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Premium Changes by 
State  2014 vs. 2015
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Source:  Avalere Health
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FFM Exchange Enrollment 
Nov. 2014 - Jan 21 2015
Enrollment ends Feb 15, 2015
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More than 7.1 million individuals enrolled in coverage through FFM
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Weekly Plan Selections in the FFM

462,125 303,010
618,548

1,082,879

3,927,484

96,446
102,896 163,050

400,253

7,156,691

Cumulative enrollment FFM weekly enrollment
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Enrollment by Age

55-64, 33%

<18, 6%

18-25, 9%26-34, 15%

35-44, 15%

45-54, 22%

55-64 <18 18-25 26-34 35-44 45-54
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All data are from 
the Department 
of Health and 
Human Services, 
through Dec. 28, 
2013.
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Profile of the Uninsured vs. Total 
Population by Age, 2011
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Marketplace Summary 
Analysis

▪ Last year 3.8 million individuals enrolled in marketplace plans during 

the last month. 

• Many plans are hoping that younger, healthier enrollees join before the deadline. 

• The health insurance marketplaces remain a tale of “micro-market 

to micro-market.”

• Rating, level of competition, level of public outreach and the 

characteristics and numbers of the eligible population vary 

dramatically by each state and market and contribute to diverse 

results. 

• Health plans and other stakeholders are closely watching the results 

to gauge whether consumer retention stays consistent year over 

year. 

• If the marketplaces prove to be “sticky” for health plans, the 

business could be more attractive to health plans, ultimately 

helping to drive greater interest and commitment to the market.

(Source: HHS, 

“Open 

Enrollment 

Week 10: 

January 17, 

2015 —

January 23, 

2015,” 

January 28, 

2015)
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California – A Bellwether?

Consequences of the lack of hospital and 
physician networks:

▪ 30,000 Individuals affected

▪ Anthem is now the only marketplace option

▪ Off-marketplace coverage available through 
two other carriers, but no subsidies for non-
marketplace coverage

Source: Kaiser Health News

Blue Shield of CA is not selling in certain areas of 

California because it could not find enough 

providers willing to accept a level of payment that 

would keep premiums low. The company also is not 

selling where there is no contracted hospital within 

15 miles.
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Weiner J P et al. Health Affairs 2012;31:306-315
©2012 by Project HOPE - The People-to-People Health Foundation, Inc.

ACA Risk Management Tools
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All health insurers

and third-party 

administrators

Plans in individual and 

small-group market 

with allowable costs 

<97% target amount

Plans in individual and 

small-group market

with healthier-than-

average enrollees

Proportional to 

market share

Proportional to 

savings

To be 

determined

Transitional 

Reinsurance

program (state) 

2014-2016

Risk corridors 

(federal)

2014-2016

Risk adjustment 

(state and 

federal) 

2014-ongoing

Percentage of 

higher-cost 

claims

Proportional to 

excess

To be 

determined

Individual-market

plans covering people 

who incur high 

expenditures

Plans in individual and 

small-group market with 

allowable costs <103% 

target amount

Plans in individual and 

small-group market with 

sicker-than average 

enrollees

The Three “Rs”
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Risk Varies by Market
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Risk Varies by Health System 
Metro Milwaukee
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Risk Varies by Clinical Care
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Risk Varies by Population 
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Poorer health 

(lower scores) 

can cause cost

efficiency and 

quality variation.

Source:  The County Health Rankings & 

Roadmaps Robert Wood Johnson Foundation and the 

University of Wisconsin Population Health Institute

0.99

0.98

1.11

1.07

1.07
1.09

1.08

0.91

1.07

http://www.rwjf.org/
http://uwphi.pophealth.wisc.edu/
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Elements of Population Risk
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Poverty Socio-economic status Where you live

Access to primary care Cultural diversity Market competition, 

ACOs and consolidation 
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Yin and Yang Impact
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Providers

▪ Increase of patients and 
higher risk patients

▪ Physician access issues

▪ 100% payment for 
preventive screenings

▪ Reimbursement for 
previously uninsured patients

▪ Low reimbursement drives 
physicians out of plans

▪ High deductibles could lead 
to bad debt losses

Payers

▪ Increased membership

▪ Limited risk underwriting

▪ Essential Health Benefits

▪ 100% coverage for 
preventive screenings

▪ No benefit dollar limits

▪ Rate setting problematic

▪ Revenue gains

▪ Better or worse margins



Moving Health Care Risk 

to the P & C World

Thank You
Types of Health 
Care Risk

Presented By: 

GERALD W. FRYE
CLU, CHFC, RHU, REBC, CASL, 

President

BSGTM Analytics

The Benefit Services Group, Inc.



Appendix

29



© 2015  The Benefit Services Group, Inc.
Proprietary and Confidential

Health Care Risk Map
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Health Care Risk Map
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Health Care Risk Map
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Health Care Risk Map
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The Three Rs: Risk 
Adjustment

34

Source: Kaiser Family Foundation

Low Risk

Individual and

Small Group Plans

Federal or State

Risk Adjustment

Program

High Risk

Individual and

Small Group Plans

• Funds 
collected from 
non-
grandfathered 
plans, both 
inside and 
outside of the 
exchange

• Federal 
government 
provides 
methodology

• States 
operating 
exchanges 
may deviate 
from the 
federal 
methodology 
with approval

• Funds 
redistributed to 
participating 
plans based on 
average 
actuarial risk
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The Three Rs: 
Reinsurance
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Source: Kaiser Family Foundation

All health 
Insurance 
Issuers and Self-
Funded Group 
Health Plans

Federal or State
Reinsurance 
Program

Individual Market 

Plans (subject to 

new market rules) 

with High-Cost 

Enrollees

• Contribution 
funds will be 
collected on a 
per capita 
basis.

• HHS will collect 
funds from 
insurers and 
administer the 
program even 
if it is state-run

• Payments 
made to plans 
with high cost 
enrollees 
(above an 
“attachment 
point” and up 
to a maximum)
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The Three Rs: Risk 
Corridors
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Source: Kaiser Family Foundation

Qualified Health 
Plans (QHPs) 
with lower than 
expected 
claims

Federal Risk 
Corridors 
Program

QHPs with higher 

than expected 

claims

• Plans with lower 
than expected 
claims (relative 
to premiums, 
administrative 
costs) will be 
charged

• Federal 
government 
administers the 
risk corridor 
program

• Plans with 
higher than 
expected 
claims (relative 
to premiums, 
administrative 
costs) will 
receive 
payment
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Cite as: “Health Policy Brief: Risk Corridors,” Health Affairs, June 26, 2014

http://www.healthaffairs.org/healthpolicybriefs/

ACA Risk Corridors
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Source:  Reprinted with permission from the American Academy of Actuaries, Fact Sheet:  ACA 

Risk-Sharing Mechanisms, 2013.

Actual spending less than 
expected spending

Actual spending greater 
than expected spending

Plan keeps
20% of gains

Plan pays 
government
80% of gains

Plan keeps
50% of gains

Plan pays
government
50% of gains

Plan 
keeps

all

gains

Plan 
bears

full

losses

Plan bears
50% of losses

Government
reimburses

50% of losses

Plan bears
20% of losses

Government
Reimburses

80% of losses

-8% -3% 0% 3% 8%

Difference between actual and expected medical spending
(as percent of expected medical spending)
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Source: Kaiser Family Foundation
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http://www.slideshare.net/SpringConsultingGroup/evolving-role-of-captives-october-2013

http://www.slideshare.net/SpringConsultingGroup/evolving-role-of-captives-october-2013
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Definitions of Physician 
Payment Models
▪ Traditional payment models include fee-for-service payments (FFS) or salary with 

or without bonus potential 

▪ Value-based payment models include: FFS payments combined with a monthly 

care coordination fee

▪ Bundled payments: one payment for all the services around a particular 

patient’s treatment or episode of care – paid to a physician or to a hospital 

which then pays the physician from that bundle

▪ Procedural episode-based payments and/or complex and chronic disease 

management episode-based payments (this option was only presented to 

specialists in the survey)

▪ Shared savings arrangements where a physician is rewarded if patients have 

better-than-average quality/cost outcomes

▪ Shared savings arrangements, where a physician is penalized if patients fail to 

have better-than-average quality/cost outcomes

▪ Capitation payments per-patient-per-month (PPPM) covering physician-related 

services

▪ Capitation payments PPPM covering payment for pharmacy, hospital, and 

other services as well as physician-related services
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Average Monthly Tax Credit and 
Premiums for Individuals Receiving 
Subsidies on the Marketplace

41
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Source:  ASPE 

computations 

of CMS 
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marketplace 

data as of 

5/12/2014 
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Source: 

American 

Action Forum, 

April 3, 2014

Average Available Subsidy 
Per Household by Income

42
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However, not 
everyone in that 
income range 
actually receives 
a subsidy. 
Because the 
subsidy is based 
on a benchmark 
premium price 
and a designated 
income 
percentage, 
households that 
already have 
access to what is 
considered 
affordable 
coverage are

not given any 
additional 
subsidy.

Potentially Eligible 
Population by Income
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How Many will Sign 
Up in 2015
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Source:  (Health and Human Services, Congressional Budget Office, ACASignUps Net)

HHS GoalCurrently

Enrolled
CBO Projection ACA Sign-Ups

Projection

7 million

9.1 million

13 million

12 million
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Change in the Number of People 
with Insurance Coverage in 2024, 
in Millions
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April 2014 baseline

January 2015 baseline
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Analysis: Many plans are expecting a final rush as consumers approach the 
enrollment deadline. This happened last year when 3.8 million individuals enrolled 

in marketplace plans during the last month. Many plans are hoping that younger, 

healthier enrollees join before the deadline. Many navigators, nonprofit groups 

and agencies are working to increase enrollment with hard-to-reach and/or 

reluctant population segments. As enrollment grows, plans could be looking into 

these national figures to understand each market (geographic and population-

based) better. Effective strategies for increasing enrollment in the Latino 

population, for example, could help plans learn and export best practices to other 

markets. 

The health insurance marketplaces remain tale of “micro-market to micro-market.” 

Overall, enrollment rates can be helpful, but marketplace dynamics vary by state 

and population. Rating, level of competition, level of public outreach and the 

characteristics and numbers of the eligible population vary dramatically by each 

market and contribute to diverse results. Analyses may need to go beyond the 

national numbers to local geographies and populations to gain the real insights. 

Moreover, health plans and other stakeholders are closely watching the results to 

gauge whether consumer retention stays consistent year over year. If the 

marketplaces prove to be “sticky” for health plans, the business could be more 

attractive to health plans, ultimately helping to drive greater interest and 

commitment to the market.

(Source: HHS, “Open Enrollment Week 10: January 17, 2015 — January 23, 2015,” January 28, 2015)
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