Statement provided by John Corrigan as part of testimony to CGFA on 5/20/13

Inaccurate Statements Made By CMS
at the Senate Executive Committee Hearing on May 15, 2013
1.

CMS statement: Advisors get paid a commission.

Correct response: This is not true of Extend Health. Our licensed benefit advisors are salaried
based. They receive no commission or incentive to enroll retirees in any plan or carrier. Our
advisors’ primary objective is to make sure the retiree is comfortable with the process and
confident in the decision.
2. CMS statement: Nevada's rates under Extend Health were based on 12,000 retirees. Illinois
can get better rates with their 100,000 retirees in the group plan.
Correct response: With Extend Health, a private Medicare exchange, medical and prescription
plans are fully insured, individual policies. Therefore, the premium rates for these individual
plans are not based on the risk pool of the State of Illinois’ employer group plan with 98,000
retirees but instead are based on the risk pool of the millions of people enrolled in these
individual plans. Transitioning Medicare-eligible retirees from the traditional group plan to the
individual market is a method of preserving healthcare benefits for retirees while lowering the
cost, not only for the State, but also for the retiree participants. The individual Medicare market
covers between 40 and 50 million individuals, which provides a much broader pool of
participants over which to spread risk. The result is more competitive rates because of the size of
the risk pool and the competition in each geographic location.
From information publicly available, we estimate the State of Illinois, leveraging a Medicare
exchange, can reduce the amount it spends on Medicare eligible retiree coverage by 20%, a cash
savings of about $100 million per year. The liability reductions will be a multiple of those cash
savings and need to be calculated. Furthermore, with this reduced and capped contribution
amount, we estimate the majority of retirees have the opportunity to purchase an individual plan
on our exchange that provides equal to or better coverage than the group plan for less cost.
3. CMS statement: January is the only month CMS can make this switch to Medicare
Advantage plans because of the federal open enrollment period is the time in which our retirees
can enroll without underwriting.
Correct response: At the point in which someone turns 65 or when someone 65 or older moves
off of an employer’s group plan, they enter a guaranteed issue period meaning there is no
medical underwriting. In other words, no one can be denied coverage or pay a higher premium
due to medical situations. For example, the State of Illinois can transition Medicare-eligible
retirees from the group plan for an effective date of July 1, 2014 and this event will open a
special enrollment period allowing Medicare-eligible retirees who are enrolled in the State’s
group plan to purchase any plan (Medicare Advantage, Medigap, Part D) across any carrier
(BCBS IL, Health Alliance, Humana, AARP etc.) without any medical underwriting.
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CMS Statements/Topics Requiring More Clarity
1.

CMS: The HRA allocation doesn’t reduce the state’s budget/cost.

EH response: From information publicly available, we estimate the State of Illinois, leveraging a
Medicare exchange, can reduce the amount it spends on Medicare eligible retiree coverage by
20% on average, a cash savings of about $100 million per year. The liability reductions will be a
multiple of those cash savings and need to be calculated. Furthermore, with this reduced and
capped contribution amount, we estimate the majority of retirees have the opportunity to
purchase an individual plan on our exchange that provides equal to or better coverage than the
group plan for less cost.
2.

CMS: There is not enough time to implement.

EH response: Extend Health has completed over 300 unique client implementations including
large, complex employers such as Ford Motors, General Motors and DuPont all with almost
100,000 retirees. We have a standard and proven transition process which requires only 8 to 10
months of implementation time prior to the effective date. For example, for a July 1, 2014
effective date, implementation would begin October 1, 2013.
3. CMS: Medicare Advantage plans will control the states cost by MANAGING the health care
of the retiree.
EH response: The individual market is already proven to be more competitive and stable than the
traditional employer group plans.

Question: How and by how much will these Medicare Advantage plans control the State’s health
care costs—especially when CMS is not proposing to implement wellness initiatives and retiree
participation requirements?
4. CMS: CMS is talking to different insurance companies to build a passive PPO network
among the Medicare Advantage plans. This will allow retirees to see any doctor that accepts
Medicare and whether the doctor is in the Medicare Advantage plans network or not, the retiree
will pay the same amount at the doctor. This eliminates the need for retirees to change doctors.
a. Question: Are these insurance companies developing this special passive PPO
network especially for the State of IL? If not, who else do they provide it for?
b. Question: Does the passive PPO network include all hospitals? Does the
same rules apply—retirees can go anywhere as long as the hospital accepts
Medicare
c. Question: What is the provider reimbursement arrangement (discounts, fee
for service) for those out-of-network providers. In other words, what does the
State have to pay these non-participating doctors and hospitals?
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d. Question: How does this passive network manage the health of the retiree,
since it is this managed care that is the catalyst for sustained State savings?
e. Question: How does this passive network still provide the State $100 million
in annual cash savings?
f. Question: Are these insurance companies developing this special passive PPO
network especially for the State of IL? If not, who else do they provide it for?
5. Choice—it seemed CMS believes offering multiple group Medicare Advantage plans is
offering retirees choice.
EH Response: Extend Health’s Medicare exchange offers thousands of plans provided by over
80 national, regional and local health insurance carriers including BCBS IL, Health Alliance,
Humana, AARP, Aetna and more. Explicitly, retirees don’t ask for this much choice – in fact
they probably don’t even want to know how many options they have. What retirees do ask for is
to have their specific needs met, whether those needs be specific health conditions, specific
prescription drug requirements, preferences for a family doctor, an essential specialist, peace of
mind when you travel or move outside of Illinois, or other important needs. We learned long ago
that the only way to meet each retiree’s needs is to offer many plans across many carriers.
With our exchange, this benefit of choice will apply to every State of Illinois retiree—even those
living in rural or smaller areas—because we will ensure every retiree has access to multiple
plans across multiple carriers in every zip code or county across the country. Therefore, a
healthy retiree can choose a plan with a lower premium but higher out of pocket costs when they
go to the doctor, whereas an individual with more medical needs could select a plan with a
slightly higher monthly premium but lower out of pocket expenses at the point of care. Or a
retiree who does not want to switch doctors could choose a plan that ensures continuity of
coverage while another who is open to switching doctors might be able to find a different plan
with overall lower costs. A retiree who lives in Illinois part of the year and Florida the other
part, can choose a Medigap plan that covers them in both states, rather than a Medicare
Advantage plan that would only cover them in one.
Among our clients, retirees on average select 400 unique plans across more than 50 different
carriers with 75% retirees selecting Medigap plans and the remaining 25% of retirees selecting
Medicare Advantage plans. Retirees need choice among all types of plans and carriers.
6.

CMS: A national PPO will be offered to retirees who live outside of Illinois.
a. Question: How does the national PPO impact the $100 million dollar
savings?
b. Question: Is the national PPO network passive as well? If not, what is CMS
planning for those retirees who live out of state and their doctor is not in the PPO
network? Do these retirees have to pay more to stay with their same doctor?
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c. Question: What about providing the out of state retirees choice? Is the
personal needs of someone who worked for Illinois for 40 years and then had to
move to Texas to move in with her son because of financial and health needs not
as important?
7. CMS: Retirees are thrown out into the individual market and just left to talk to someone on
the phone.
EH response: We are the Medicare experts—serving, guiding, advocating for 70, 80, 90 year old
retirees is what we do 100 percent of the time, every single day. It is because of this focus and
experience that so many employers have put their trust in us to serve their retirees. Our licensed
benefit advisors—guiding retirees through the plan evaluation with the high-touch, patience and
hand-holding they deserve—assess each retiree’s specific needs and ultimately recommend a
plan and carrier based on those needs. These advisors are salaried individuals—they do not
receive any commission. Their entire objective is to make sure the retiree is comfortable with
the process and confident in the decision. It is also important to note that the enrollment process
is not the end of our relationship with the retiree. Retirees look to Extend Health for all of their
ongoing questions, concerns, plan changes or any other health care insurance needs.
8.

CMS: Exchanges have a bad connotation.

EH response: Extend Health began serving Medicare retirees in 2006 as a Medicare Connector—
connecting retirees to value that exists in the individual market. The phrase “exchange” and now
“marketplace” is just another way to describe that connection.
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From: jeri s [mailto:jshan18@sbcglobal.net]
Sent: Sunday, May 19, 2013 11:02 PM
To: Bolton, Anthony R.
Subject: 5/19/13 CGFA

Commission on Government Forecasting & Accountability
703 Stratton Ofc. Bldg.
Springfield, IL.62706
May 19, 2013
Mr. Dan Long and members of CGFA
Having noticed the agenda of your hearing scheduled for May 20, 2013 relates to retirees' Health Insurance, I wish to
once again relate some major concerns.
Many "downstate" teachers who retired in 2004 were required to notify TRS , a year or two in advance that they were to
retire in 2004. One month after we retired there was a TRS buy into Medicare Plan, which began on July 1, 2004. We
were not able to take advantage of that opportunity. That information was not given to us in 2002 -2003.
Without Medicare we do not qualify for secondary health insurance.
Those of us who do not have the needed 40 quarters for Social Security/Medicare , and who made the choice to continue
to reside IN Illinois since 2004, have been charged more than $ 56,800 for single coverage health insurance premiums
with the State self-insured CIGNA plan.
At the same time those retirees, age 65+ enrolled in the very same CIGNA Health Insurance Plan, but made the choice to
move OUT of the State of Illinois have been charged 1/2 the cost for their premiums $28,400 +.
According to the recent CMS notification retirees age 65+, without Medicare who make the choice to reside IN Illinois
2013 - 2014 will pay a monthly premium of $719.96 for their CIGNA health insurance. At the same time, the retirees age
65+, without Medicare who make the choice to live OUT of Illinois, will be charged $359.99 a month for the very same
health insurance coverage.
Some of us reside IN the school districts from which we retired and have been charged disproportionate ( double )
premiums due to making the choice to continue to reside IN that Illinois School District.
As you address issues relating to retired teachers' health insurance plans etc. , I respectfully request you take into
consideration these facts. May I also bring to your attention the many, many audits related to the TRS TCHP Health
Insurance Plan and the lack of a written methodology for setting the premiums, as stated by the Office of the Auditor
General.
Thank you.
Sincerely ,
Jeri Shanahan

***Mr. Bolton, Please let me know you received this for the record.
Thank you.
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