MASSACHUSETTS DIVISION OF INSURANCE
SUMMARY OF 2011 MEMBERSHIP IN EMPLOYMENT-SPONSORED
SELF-FUNDED HEALTH BENEFIT PLANS"?

Employers Using Other Companies® to Administer Self-Funded Plans

e In 2011, 27 Third Party Administrators (TPAS) and insurance carriers administered the self-
funded health benefit plans of 1,073 Massachusetts employers. Of these, 4 companies only
administer limited types of health care benefits, including behavioral health, prescription drug
and imaging services.

e Over 3.5 million persons were covered through Massachusetts self-funded plans administered
by the 27 TPAs and insurance carriers; many of the 3.5 million covered persons live outside
Massachusetts.

e A total of 797 (74.2%) of the 1,073 Massachusetts employers used insurance carriers or TPAS
affiliated with insurance carriers to administer self-funded plans; the other 276 (25.7%)
employers used TPAs not affiliated with any insurance carrier to administer their plans.

Claims Processed Under Self-Funded Plans

e In 2011, the TPAs and carriers handled $12.0 billion in health care claims for persons covered
under Massachusetts’ self-funded employment-sponsored health plans.

e Insurance carriers and their affiliated TPAs handled $11.9 billion in health care claims; the
TPAs not affiliated with any insurance carrier handled over $100 million in claims.

Fees Charged for Administering Benefits Under Self-Funded Plans

e In 2011, the TPAs and carriers collected $775.8 million in fees for administering Massachusetts
self-funded health plans.

e The TPAs and carriers reported expending $843.7million to administer Massachusetts
accounts; this indicates that the TPAs and carriers had a net loss of $67.9 million from the
administration of Massachusetts self-funded health plans.

Proportion of Self-funded Accounts Covering Massachusetts Mandated Health Benefits*

o Every Massachusetts mandated health insurance benefit, except for infertility services® and
hypodermic syringes/needles® are covered by over 90% of self-funded plans.

! The Massachusetts Division of Insurance is required to collect and report the information included in this report to the
Massachusetts Legislature annually according to Section 40 of Chapter 228 of the Acts of 2010, according to the parameters
identified in 211 CMR 148.00 and 211 CMR 14900.

2 When employers or unions provide employment-based health benefit coverage to employees and elect to finance the costs of
covered health services from their own financial resources - rather than purchasing insured health coverage from health insurance
carriers - the coverage is referred to as self-funded employment-sponsored health benefit plans. The information about self-
funded plans presented in this report is based upon materials submitted by third-party administrators and otherwise licensed
insurance carriers for the self-funded health plans they administer on behalf of employers and unions. The reported figures were
reviewed for completeness and consistency but were not audited by the Division of Insurance.

3 When \employers elect to self-fund their employment-based health bene4fit plans, they may contract with a Third-Party
Administrator or an otherwise licensed insurance carrier to administer the benefits for their covered employees.

4 Information reported by CIGNA Health and Life Insurance Company and Connecticut General Life Insurance Company are not
included in this section as the Division of Insurance continues to work with these companies regarding the data reported for
coverage for certain mandated benefits by their self-funded plan accounts.

5 Mandated under M.G.L. c. 175 § 47H; c. 176A § 8K; c. 176B § 4J; and c. 176G § 4, as well as 211 CMR 37.00.

6 Mandated under M.G.L. c. 175 § 47Y; c. 176A § 8CC; c. 176B § 4CC; and c. 176G § 4U.



