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KEY FINDINGS

1) Better oversight of
provider rates and
quality improvements
will make healthcare
more affordable for
employees and the state.

2) Streamlining benefit
plans, expanding
purchasing pools, and
eliminating redundant
administration could
save millions.

Employee Cost
Sharing
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RMD's administration costs
were $2.2 million in FY10.
NMPSIA's administration
costs were $867 thousand
and do not include a
professional services
contract for $1.6 million.
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Public Employee Health Benefit Plans

Assessed the New Mexico Public School Insurance Authority (NMPSIA) and
the General Services Department (GSD) Risk Management Division’s (RMD)
cost control efforts and oversight of health plan administration and reviewed
the opportunities to coordinate and strengthen public healthcare purchasing and
benefit alignment.

Background: The RMD of the GSD and the NMPSIA administer self-
insurance plans for health benefits. Other public entities such as municipalities
and institutions of higher education may join the state pools. The two agencies
cover over 135,000 public employees and their eligible dependents. In FY10,
combined spending for both entities was $520 million dollars for health
benefits.

Key Recommendations:

e The Legislature should create a New Mexico Healthcare Finance Authority
to administer health and risk benefits on behalf of governmental entities,
including state and local governments, school districts and institutions of
higher education.

e The agencies should actively participate in acceptable provider rate
development by:

o Establishing acceptable rates for state-sponsored programs;

o Not allow rate changes without state approval,

o Continue active involvement in negotiations with high-cost providers;
and

o Develop contractual reporting mandates for insurance companies for
more in-depth reporting on cost drivers, including regional data.

Agency-reported Progress to Date:




New Mexico paid $12.1
million more in FY10 for
pharmaceutical claims than
it did in FY08.

Rising healthcare costs
have been increasingly paid
by employees, increasing
225 percent in three years.

For one insurance
company, average out of
pocket expense for
NMPSIA and RMD grew
$234 and $89 a year
respectively.

The agencies negotiated FY 12 administrative fees at FY 11 rates. The
agencies state they are directing involvement in development of provider
rates and will continue to work with health plans to establish rates based
upon sound cost data.

Independent rate validation studies are costly and for this reason have been
prohibitive, but agencies are working with health plans to identify high-
dollar specialties and categories of providers to review claim dollars, case-
mix index, and outcomes to determine future changes to benefit plans.

In November 2011, a request was made to the Technical Budget Committee
for funding to develop a data warehouse which could eventually be used by
Interagency Benefit Advisory Committee members, Human Services
Department, and the Department of Health.

QOutstanding Issues:

Additional costs from the Affordable Healthcare Act include $2 per year per
member for the Patient-Centered Outcomes Research Institute fee and $63
per year per member for the first-year of the three-year Transactional
Reinsurance fee. The cost to the state’s active employee health plans,
assuming retiree health plans are excluded, could be $10 million for FY'14.
Also, if the federal minimum retirement age increases for Medicare
eligibility, RHCA costs could increase as much as $8 million annually.
The agencies disagree with the need to increase audit frequency of health
plan claims processing. The agencies state that an annual audit is adequate
and budget constraints limit the ability to increase number of audits per
year.

The agencies have not collaborated with other state departments
administering health benefit plans, such as Human Services Department, to
develop and implement a plan for a multi-agency data warehouse. The data
warehouse would facilitate comparison of accessibility, adequacy, and
affordability for state administered plans and provide opportunities for
improving quality of care and controlling cost.
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