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Today’s discussion

= GHIP long term health care cost projections (FY21 Q4 update)
= Revised projections
= Premium rate increase scenarios
= June SEBC follow-ups
= GHIP long term health care cost projections (alternate historical premium increase scenarios)
= Recommended next steps
=  Appendix

WillisTowers Watson L«l*"I"Ll 2

© 2021 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.



GHIP long term health care cost
projections
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GHIP long term health care cost projections (FY21 Q4 update)
Revised projections

=  WTW FY21 budget ($898.1M) at June SEBC meeting projected a $50.5M surplus at the end of FY21 (after
release of $23.5M COVID-19 reserve)

= Final FY21 budget of $876.8M and surplus of $70.5M, driven by $23.3M in COVID-19
reimbursements hitting the Fund in June instead of July (FY22) as originally projected

= WTW FY22 budget ($906.3M) at June SEBC meeting projected a $12.2M deficit at the end of FY22

= Revised FY22 budget ($899.6) projects a $9.3M surplus, driven by revised assumptions regarding
CVS Health rebate payment timing

= Rebates under new CVS Health contract expected to be paid 60 days after quarter adjudicated;
current ESI rebates are paid 150 days after quarter adjudicated

= Due to timing differences between old and new PBM contracts, GHIP will receive two Commercial
rebate payments in FY22 Q2 and two EGWP rebate payments in FY22 Q4

FY21 Q3 (includes impact of COVID-19) $898.1 $906.3
Claims experience updated to reflect impact of COVID-
Claims Experience 19 (including pent-up demand due to return of deferred ($19.7) ($2.0)
care)
Enroliment !Expected claims and premium increase due to growth ($2.1) ($6.0)
in covered population
Updated Other Revenues Includes. rIeV|s.ed EGWP payments, pharmacy rebates $0.5 $1.3
and participating group fees
FY21 Q4 (includes impact of COVID-19) $876.8 $899.6
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GHIP long term health care cost projections (FY21 Q4 update)
No premium increases FY22-FY26 (includes $20m supplemental bill funding in FY22)

GHIP Costs ($ millions) FY20 FY21 FY22 FY23 FY24 FY25 FY26
Actual Actual |Projected!|Projected!|Projected!|Projected®|Projected*

Average Enrolled Members 128,531
GHIP Revenue
Premium Contributions $830.8

129,768

$839.4

130,427

131,731

133,048

134,378

$867.3

135,722

$876.0

Other Revenues? $122.8
Total Operating Revenues $953.7
GHIP Expenses (Claims/Fees)

Operating Expenses? $927.7
% Change Per Member 0.9%

Adjusted Net Income

(Revenue less Expense) Ay
Balance Forward $163.8
Ending Balance $189.8
- Less Claims Liability> $57.5
- Less Minimum Reserve> $24.3
- Less COVID-19 Reserveb -

GHIP Surplus (After Reserves/Deposits) $108.0

$1,005.7
7.4%

($37.4)

$189.8
$152.3
$57.5
$24.3

$70.5

$1,031.8

$1,089.6
7.8%

($57.8)

$152.3
$94.6
$61.0
$24.3

$9.3

$1,032.2
$1,163.1

5.7%
($130.9)

$94.6
($36.3)
$65.1
$25.9

($_127.3)

$1,060.7
$1,241.7

5.7%
($181.0)

($36.3)
($217.3)
$69.5
$27.6

($-314.4)

$219.3
$1,086.6

$1,325.5
5.7%
($238.9)

($217.3)
($456.3)
$74.2
$29.5

($-560.0)

$237.3
$1,113.3

$1,415.1
5.7%
($301.8)

($456.3)
($758.0)
$79.2
$31.5

($-868.7)

=  FY21 reflects release of COVID-19 reserve and June 2021 Fund balance of $152.3m (includes
$23.3m in COVID-19 reimbursement, reflected as offset to FY21 operating expenses)

= Prior projections assumed COVID-19 reimbursement would be received in July (FY22)

It is evident that the COVID-19 pandemic will have an impact on health care costs. We have used available information and reasonable
estimation techniques to develop health care cost estimates for the GHIP that reflect the impact of COVID-19. However due to the high degree
of uncertainty associated with this pandemic, results may vary from the estimates provided.

Please refer to Appendix for FY17, FY18, and FY19 actual results (slide 15) and detailed projection footnotes (slide 16)
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GHIP long term health care cost projections (FY21 Q4 update)
Premium rate increase scenarios (reflects impact of COVID-19)

= To maintain the long-term stability of the Fund, the Financial Subcommittee recommends
smoothing any available surplus over a minimum of two years

= Absent program changes or premium rate increases, the GHIP is on track to fully deplete
health fund surplus during FY23

= Financial Subcommittee will be tasked with recommending the timing and level of rate
increase in FY22 and/or FY23

= The updated long-term projections are shown without any future rate increases or FY22
program/legislative changes

= $9.3M projected surplus through end of FY22

= $127.3 projected deficit through end of FY23 that will need to be addressed
through premium rate increases, or other savings initiatives

= |f no other program changes, a 15.0% premium increase will be needed on July 1,
2022 to solve for the projected FY23 deficit of $127.3M

= Alternative scenarios to solve for FY23 deficit:
= 7.4% increases on 1/1/22 and 7.4% increase on 1/1/23
= 5.9% increase on 1/1/22 and 5.9% increase on 7/1/22

WillisTowers Watson Ll"I"ll 6
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FY23 monthly rates and employee/retiree contributions

lllustrative: 15.0% increase effective 7/1/2022

FY22 reflects employee contribution increases of $4.18 - $40.93 per employee per month ($50.16 - $491.16 per year)
and State subsidy increases of $100.12 - $270.14 per employee per month ($1,201.44 - $3,241.68 per year) effective
7/1/2022

FY 2023 with 15.0% Increase | © change Employee/
Current Rates . Pensioner
(effective 7/1/2022) .
Contribution

$ Change
State Subsidy

Employee State Rate Employee State
Contribution Subsidy Contribution Subsidy

Rate Monthly Annual Monthly Annual

First State Basic
Employee $695.36 $27.84 $667.52 | $799.66 $32.02 $767.64 $4.18 $50.16 $100.12 | $1,201.44
Employee + Spouse $1,438.68 $57.52 $1,381.16 [$1,654.48 $66.15 $1,588.33 $8.63 $103.56 | $207.17 | $2,486.04
Employee + Child $1,057.02 $42.26 $1,014.76 [$1,215.57 $48.60 $1,166.97 $6.34 $76.08 $152.21 | $1,826.52
Family $1,798.42 $71.92 $1,726.50 [$2,068.18 $82.71 $1,985.47 | $10.79 $129.48 | $258.97 | $3,107.64
CDH Gold
Employee $719.68 $35.98 $683.70 | $827.63 $41.38 $786.25 $5.40 $64.80 $102.55 | $1,230.60
Employee + Spouse $1,492.22 $74.58 $1,417.64 $1,716.05 $85.77 $1,630.28 | $11.19 $134.28 | $212.64 | $2,551.68
Employee + Child $1,099.56 $54.96 $1,044.60 [$1,264.49] $63.20 $1,201.29 $8.24 $98.88 $156.69 | $1,880.28
Family $1,895.74 $94.78 $1,800.96 [$2,180.10, $109.00 |$2,071.10| $14.22 $170.64 | $270.14 | $3,241.68
Aetna HMO
Employee $725.94 $47.16 $678.78 | $834.83 $54.23 $780.60 $7.07 $84.84 $101.82 | $1,221.84
Employee + Spouse $1,530.58 $99.50 $1,431.08 $1,760.17| $114.43 |$1,645.74| $14.93 $179.16 | $214.66 | $2,575.92
Employee + Child $1,110.52 $72.18 $1,038.34 ($1,277.10, $83.01 $1,194.09 | $10.83 $129.96 | $155.75 | $1,869.00
Family $1,909.82| $124.12 $1,785.70 $2,196.29 $142.74 |$2,053.55| $18.62 $223.44 | $267.85 | $3,214.20
Comprehensive PPO
Employee $793.86 $105.18 $688.68 | $912.94 | $120.96 $791.98 $15.78 $189.36 | $103.30 | $1,239.60
Employee + Spouse $1,647.34| $218.26 |$1,429.08 ($1,894.44] $251.00 |$1,643.44| $32.74 $392.88 | $214.36 | $2,572.32
Employee + Child $1,223.46| $162.08 |$1,061.38 [$1,406.98 $186.39 |%$1,220.59| $24.31 $291.72 | $159.21 | $1,910.52
Family $2,059.40| $272.86 |$1,786.54 ($2,368.31] $313.79 |%$2,054.52| $40.93 $491.16 | $267.98 | $3,215.76
willistowerswatson.com WillisTowers Watson LiI"I'Ll 7

© 2021 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.



June SEBC follow-ups
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GHIP long term health care cost projections (alternate scenarios)

= As presented at the June SEBC meeting, the premium rate increase needed in July
2022 to solve for the projected FY23 deficit was 18.8%

= The SEBC requested additional modeling scenarios to understand where the Fund
would be today had modest rate increases been implemented in prior fiscal years

= The following illustrative historical premium rate increase scenarios have been
modeled by Willis Towers Watson on the following slides:

= One-time 4.8% premium increase effective 7/1/18; rate increase was motioned for
vote at 2/26/18 SEBC meeting (motion was not carried)

= One-time 2.0% premium increase effective 7/1/18; rate increase was motioned for
vote at 2/26/18 SEBC meeting (motion was not carried)

= 2.0% annual premium increases effective 7/1/18 (illustrative scenario)
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GHIP long term health care cost projections (alternate scenarios)
4.8% increase effective 7/1/2018; FY22 includes $20m supplemental bill funding

- FY19 FY20 FY21 FY22 FY23
S Gty Gl

Average Enrolled Members 126,360 128,531
GHIP Revenue
Premium Contributions

129,768

130,427

131,731

$1,008.6
$1,005.7
7.4%
$2.9

$268.9
$271.7
$57.5
$24.3

$189.9

$1,054.9
$1,089.6
7.8%
($34.7)

$271.7
$237.0
$61.0
$24.3

$151.7

$1,073.0
$1,163.1
5.7%
($90.1)

$237.0
$146.9
$65.1
$25.9

$55.9

. 4.8% increase effective 7/1/18_ _ _ _ _ _ _ _ _ _ $39.2  _ $39.9 _ _ S$AC 3__ _$40 4 _ __$408
Other Revenues?3 $98.5 $122.8
Total Operating Revenues $955.2 $993.6
GHIP Expenses (Claims/Fees)

Operating Expenses? $904.0 $927.7
% Change Per Member 5.1% 0.9%
Adjusted Net Income $51.1 $65.9
(Revenue less Expense)

Balance Forward $151.8 $203.0
Ending Balance $203.0 $268.9
- Less Claims Liability> $58.8 $57.5
- Less Minimum Reserve® $24.3 $24.3
- Less COVID-19 Reserve® - -
GHIP Surplus (After Reserves/Deposits) $119.9 $187.1

= A one-time 4.8% premium increase effective 7/1/18 would have created additional

$119.4m in premium contribution revenue to the Fund in fiscal years 19-21

= Fund would have maintained surplus after reserves through the end of FY23

It is evident that the COVID-19 pandemic will have an impact on health care costs. We have used available information and reasonable
estimation techniques to develop health care cost estimates for the GHIP that reflect the impact of COVID-19. However due to the high degree

of uncertainty associated with this pandemic, results may vary from the estimates provided.
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GHIP long term health care cost projections (alternate scenarios)
2.0% increase effective 7/1/2018; FY22 includes $20m supplemental bill funding

- FY19 FY20 FY21 FY22 FY23
S Gty Gl

Average Enrolled Members
GHIP Revenue

Premium Contributions

126,360

128,531

$830.8

129,768

130,427

131,731

| g R A e e e = —— - T o - —

Other Revenues?

Total Operating Revenues
GHIP Expenses (Claims/Fees)
Operating Expenses*

% Change Per Member
Adjusted Net Income
(Revenue less Expense)
Balance Forward

Ending Balance

- Less Claims Liability®

- Less Minimum Reserve®

- Less COVID-19 Reserve®
GHIP Surplus (After Reserves/Deposits)

= A one-time 2.0% premium increase effective 7/1/18 would have created additional

$122.8
$970.3

$927.7
0.9%
$42.6

$180.1
$222.7
$57.5
$24.3

$140.9

$1,005.7
7.4%

($20.6)

$222.7
$202.0
$57.5
$24.3

$120.2

$1,031.3
$1,089.6
7.8%
($58.2)

$202.0
$143.8
$61.0
$24.3

$58.5

$1,049.2
$1,163.1

5.7%
($113.9)

$143.8
$29.9
$65.1
$25.9

(_$61.1)

$49.7m in premium contribution revenue to the Fund in fiscal years 19-21

= Additional 7.0% increase would be needed to solve for projected FY23 deficit of

$61.1m

It is evident that the COVID-19 pandemic will have an impact on health care costs. We have used available information and reasonable
estimation techniques to develop health care cost estimates for the GHIP that reflect the impact of COVID-19. However due to the high degree

of uncertainty associated with this pandemic, results may vary from the estimates provided.
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GHIP long term health care cost projections (alternate scenarios)

2.0% annual increase effective 7/1/2018; FY22 includes $20m supplemental bill funding

- FY19 FY20 FY21 FY22 FY23
S Gty Gl

Average Enrolled Members
GHIP Revenue

Premium Contributions

126,360

128,531

129,768

130,427

131,731

b o i e e e e e e e e e e e e e . o -

Other Revenues?

Total Operating Revenues
GHIP Expenses (Claims/Fees)
Operating Expenses*

% Change Per Member
Adjusted Net Income
(Revenue less Expense)
Balance Forward

Ending Balance

- Less Claims Liability®

- Less Minimum Reserve®

- Less COVID-19 Reserve®
GHIP Surplus (After Reserves/Deposits)

= A 2.0% annual premium increase effective 7/1/18 would have created additional

$1,018.7
$1,005.7
7.4%
$13.0

$239.3
$252.2
$57.5
$24.3

$170.4

$1,081.8
$1,089.6
7.8%
($7.7)

$252.2
$244.5
$61.0
$24.3

$159.2

$1,117.2
$1,163.1
5.7%
($45.9)

$244.5
$198.6
$65.1
$25.9

$107.6

$99.9m in premium contribution revenue to the Fund in fiscal years 19-21

= Fund would have maintained surplus after reserves through the end of FY23,
assuming additional 2% increase in FY22 and FY23

It is evident that the COVID-19 pandemic will have an impact on health care costs. We have used available information and reasonable
estimation techniques to develop health care cost estimates for the GHIP that reflect the impact of COVID-19. However due to the high degree

of uncertainty associated with this pandemic, results may vary from the estimates provided.
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Recommended next steps

= Continue to monitor impact of COVID-19 on GHIP experience and utilization
= Continue to monitor emerging utilization and cost savings for the GHIP initiatives adopted to date
= Continue to discuss timing and level of future rate action
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Appendix
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GHIP historical health care fund information

FY17-FY19

» FY17 | FY18 | FY19
GH Costs  milions)

Average Enrolled Members
GHIP Revenue

Premium Contributions

123,132

$799.0

125,488

$810.9

126,360

Other Revenues?

Total Operating Revenues
GHIP Expenses (Claims/Fees)
Operating Expenses*

% Change Per Member
Excise Tax Liability®
Adjusted Net Income
(Revenue less Expense)
Balance Forward

Ending Balance

- Less Claims Liability®

- Less Minimum Reserve®
GHIP Surplus (After
Reserves/Deposits)

$63.8

$38.9
$102.7
$54.0
$24.0

$24.7

$92.1
$903.0

$853.9
2.6%

$49.1

$102.7
$151.8
$58.9
$24.0

$68.9
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GHIP long term health care cost projection footnotes

Note: FY17-FY21 actuals based on final June Fund Equity reports for respective fiscal year; FY22+ projected
operating expenses and enrollment based on experience through FY21 Q4 with adjustments due to COVID-19
financial impact; assumed 1% annual enrollment growth; numbers in table may not add up due to rounding

1. Includes approved design changes effective 7/1/2019 including implementation of SurgeryPlus COE ($0.5m annual savings),
site-of-care steerage ($6.9m), Highmark infusion therapy program ($2.0m) and implementation of Livongo ($0.7m); FY21
reflects implementation of Highmark radiation therapy authorization program ($633k annual savings per Highmark); FY22-FY26
projections based on 5% medical, 8% pharmacy baseline trend; assumes 1% annual growth in GHIP membership; FY22
projection reflects impact of COVID-19; assumes no other program changes in FY22 and beyond.

2. Includes State and employee/pensioner premium contributions; assumes 1% annual enroliment growth for FY22-FY26

3. Includes Rx rebates, EGWP payments, other revenues based on when revenues will be received; FY22 and beyond includes
estimated improvements in Rx rebates based on result of PBM award to CVS Health; rebates assumed to be paid 60 days after
the quarter adjudicated; includes fees for participating non-State groups (assumed to increase proportionally with membership
and premium growth); FY22 includes projected $8.4m CY2020 CMS financial reconciliation payment to be received Jan. 2022.

4. FY22 and beyond includes estimated reduction in pharmacy claims as a result of PBM award to CVS Health

5.  FY20 Minimum Reserve levels updated with data through June 2019; FY20 Claim Liability updated with lag factors as of Dec
2019 and claims data through December 2019; FY21 reserves assumed to remain at FY20 levels; FY22 claim liability and
future years assumed to increase with overall GHIP claims growth; FY22 minimum reserve assumed to remain at FY21 level.

6. One-time COVID-19 reserve as approved by SEBC on July 27", 2020; released at the end of FY21

It is evident that the COVID-19 pandemic will have an impact on health care costs. We have used
available information and reasonable estimation techniques to develop health care cost estimates for
the GHIP that reflect the impact of COVID-19. However due to the high degree of uncertainty
associated with this pandemic, results may vary from the estimates provided.
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