Association
Health Plan
Frequently Asked
Questions

Over the past several years in discussions with members, the issue of the rising cost of employee health
insurance has repeatedly come up. LeadingAge Texas members have frequently conveyed the struggles
they encounter to deliver meaningful, reasonably priced health benefits to their employees.
The board and staff have been exploring options for helping members with this issue. Fortunately,
another LeadingAge state association (Kansas) has developed an affordable program that has saved their
participating members about 20-30% on their health premiums.
We are in the initial stages of evaluating whether a similar program could work with LeadingAge Texas
members. LeadingAge Kansas developed a single, self-funded health plan under a vehicle called a “VEBA”
– a Voluntary Employee Beneficiary Association. Using the LeadingAge Kansas framework will allow us to
offer an Employee Benefits platform with multiple plans for LeadingAge Texas Members under a
collective, managed group. The program will provide us with the opportunity to offer health insurance
that lowers cost and better fits the needs of LeadingAge Texas Members through unique plan designs,
leveraged size and managed health care spend. While our initial focus is a health plan, other employee
benefit lines of coverage are available that include group dental, vision, life and AD&D, Disability and
other work site benefits.

Group Questions
Governance Related Questions
Meeting 1 Questions
1.

Assuming the Board for the VEBA is created, how are the decisions that are made in the planning stages conveyed to
Charter Members?
The VEBA Board will provide regular updates of activities and decisions leading up to the launch dates. A number of
educational webinars will also be held to explain various operational aspects of the plan.

2.

Who determines who will be on the initial task force?
George Linial and the LeadingAge Texas Association Board will select initial task force members that will provide the task
force with diverse experience and strengths to support the decision-making process.

3.

How do the communities provide input/recommendations for VEBA board selection?
George Linial and his team will ask for input from the communities and make recommendations to the LeadingAge Texas
Board.

4.

It was discussed that 2 of the 5 KS Board were LeadingAge members, what is the background of the other 3 and where do
these recommendations come from?
All five Kansas Board Members were Administrators, CEO’s or CFO’s from our Charter Members. The By-Laws state:
“3.1 Composition of the Board of Trustees. The control, management, operation, and administration of EBI shall be the
responsibility of the Board of Trustees (hereinafter referred to as "Board of Trustees" or "Trustees”). The number of Board
of Trustees shall be set by resolution of the Board of Trustees and consist of not less than five (5) nor more than nine (9)
Trustees. The Trustees shall be elected by the Members for a term of not more than three (3) years or until a replacement
has been elected pursuant to these Bylaws. Each Trustee shall be an employee of a Member. Two individuals affiliated with
or employed by the same Member may not serve on the Board of Trustees at the same time. The terms of the Trustees
shall be staggered so that the Trustees will at no time be made up entirely of new members.”
Board Members serve a 3-Year term and replacements are voted in by all Members at annual Member Meetings.

5.

Are there other LeadingAge members who are not on the board or outside of the industry?
The By-Laws that the Board Trustees must be an employee of a Member.

6.

How will members who want to be Charter Members, who are currently constrained by self-funded contracts, be able to
join later without penalty?
The Board may want to make an exception for these members, but would need to require some type of commitment from
the member that they enter (modified Letter of Intent) and will provide their census and claims data during the initial
underwriting process so that their cost assumptions can be taken into account with the rating.
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Vendor Related Questions
Meeting 1 Questions
1.

Would the Texas VEBA use the same lawyers as Kansas used? Are they licensed to practice in Texas – do they know Texas
law?
Stinson, Leonard Street has 14 offices throughout the United States, including an office in Dallas, Texas and an extensive
number of clients in Texas. I have attached a bio on Todd Martin and his team who will be the lead for LeadingAge Texas.
Todd Martin personally works with 4 insurers based in Texas and many more clients doing business there. Todd has
regular interaction with the Texas Department of Insurance. Among other things, Todd has recently drafted amendments
to the Texas insurance code that are currently before the Texas legislature.

2.

It was mentioned in the meeting several other states are looking at pursuing establishing VEBAs. Do these vendors have
the capacity to successfully work on establishing a VEBA for Texas at the same time they are doing the other states?
(Considerations of the logistical size and number of lives and communities participating in Texas in addition to other
states.)
Only one VEBA can be built at a time to allow full concentration of support for implementation. We have made
presentations to Michigan but they delayed making a commitment, so we will be unable to assist them until Texas is
concluded. Other states who choose to come in will likewise be asked to come in at a later date.

3.

Is the Customer Service provided for employees provided with bi-lingual support?
Yes, Sisco Customer Service provides bi-lingual support for multiple languages. All documents, enrollment materials, and
SBC’s can be produced in the language needed.

Cost Related Questions
Meeting 1 Questions
1.

What are the administrative costs for the Kansas plan (not as a percent of claims but in $ cost)?
The premiums that members are charged are a compilation of all the “fixed” administrative costs plus claims funding.
Most costs are billed as a Per Employee Per Month (PEPM) fee and vary by service. Both LeadingAge Kansas and
LeadingAge Texas will benefit by the “LeadingAge block”, in that, the service fees are based to a large degree on total
employees. For example, the Sisco administrative fee is set for Kansas at 1,000 employees, but there is a reduction in cost
at 2,000 employees and a further reduction at 3,000 employees, etc. Collectively, the administrative fixed costs represent
roughly 20% of the Enhanced Plans cost to 58% of the Essential Plans cost.

2.

What is the total dollar and number of claims in the first year for Kansas (assuming Texas would have similar volume to
estimate the magnitude to give us an idea of the scope and size we would anticipate)?
Kansas in their first year collected $4,115,426 in “premiums”. They paid out a total of $1,115,792 in fixed/administrative
fees and $1,964,541 in claims for 976 participants. This equated to roughly $167.74 in claims per participant per month.

3.

When do you anticipate costs per live/employee to be available to be able to determine impact to their communities? And
how does this relate to the commitment dates in the timeline?
Members will be asked to submit the Letter of Intent based on an estimate of rates based on actuarial data (the impact of
costs in Texas, statistical demographic data for the industry, etc.). Following this the Members will submit their census
data, claims data (where available) or complete a Gatekeeper application (providing information of “known” conditions).
This will be used to market for the Stop Loss/Reinsurance, and collectively this information will be used by the actuary to
develop rates preliminary rates.
Members will be asked to make their commitment to enter based on these preliminary rates. Final rates are not
determined until we have “trued up” enrollment – in a similar fashion as with a proposal for a fully-insured health plan – in
that final rates are subject to final enrollment. For example, if our rates are based on 1,000 employees enrolling (collected
from the census) but we end out with 1,500 enrolling, a variation of that size could impact the rates positively or
negatively.
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In Kansas our preliminary rates for the Essential Plans were within 5% of the final rates; the preliminary Value rates were
roughly 15% lower than the final due to lower than expected enrollment; and the preliminary Enhanced rates were roughly
25% higher than the final rates due to higher than expected enrollment. Since the Enhanced Plans were where the
greatest enrollment fell, most Members saw even greater than expected savings from the Plan as a whole.
4.

Is there any plan to require an initial “deposit” with the Commitment letter (estimated in July) and any estimates of
amount/or calculation methods if there is?
The initial investment is made by LeadingAge Texas to build the Plan prior to launch. These dollars, called Start-Up Costs
are then paid back to the Association by the Members over time. The total Start-Up Costs are broken down into a Per
Employee Per Month (PEPM) fee and are billed on the Members’ monthly invoice as a separate line-item. In Kansas the
Start-Up Costs were significantly higher than is expected in Texas due to adopting the Toolkit/template used in Kansas and
the higher expected number of employees.
The Start-Up fees are charged to Members until the Association is repaid for their investment, which is expected at 24
months.
Kansas Charter Members are charged $10.00 PEPM for the Start-Up Costs, and Non-Charter Members are charged $13.00
PEPM.

5.

Clarification of costs – which costs are per life / and which are per employee to allow us to make apples-to-apples
comparisons of our current costs.
All of the costs to Members, both fixed costs and claims are billed to Members as “premiums”: based on the Plan premium
and coverage tier (Single, Emp+Spouse, Emp+Child(ren), Emp+Family) that each employee enrolls in. When premiums are
received by the administrator (Sisco), they pay each of the vendors (including LeadingAge Texas) for their PEPM. All
remaining funds are deposited into the claims fund to pay claims. To make an apples-to-apples comparison to your
current plan you will need to compare the preliminary rates to your current premium rates, or if you are self-funded, to
your current “premium-equivalent” rates. The current rates that Kansas uses are provided in a 4-tier/by Plan Grid as an
example.

6.

How is Sisco paid: fixed contract fee, per claim, % of claim or other?
Sisco charges a monthly Per Employee administrative fee that is built into the “premiums”. Some (few) services that are
provided by Sisco (such as wrap network fees) are charged as a % of savings. These costs are paid from the claims fund as
a claim.

7.

How is ELAP paid: fixed contract fee, per claim, % of savings or other?
ELAP charges a % of billed charges as their fee. This fee is paid from the claims fund as a claim.

General Questions
Meeting 1 Questions
1.

Can we hear from one (or more) of the communities involved with Kansas’ plan to see what their first-year experience was
like and how they feel about the plan as they begin year two?
We are gathering this for you and will forward by the end of this week.
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