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September 7, 2022 

 
To: Rep Chad Brown 
 Sen. Joe Bouie 
 Sen. Kirk Talbot 
 Sen. Louie Bernard 
 
RE: Office of Group Benefits – Premium Increases 
 
The Office of Group Benefits is proposing an across-the-board premium increase 
of 4.5% for 2023 and a 24.5% for SB’s (only) in regard to the Pelican HRA Plan.  A 
few years ago, facing a stagnant MFP, the 49 SB’s in OGB began looking for more 
cost-effective ways to provide health insurance to their employees.  25 SB’s have 
accessed a Gap Plan which, when combined with their employees selecting the 
OGB Pelican HRA (high deductible) Plan, is more cost effective for the SB and its 
employees.  Essentially the Gap Plan pays the high deductible for the SB 
employees selecting the Pelican HRA Plan.  The Pelican HRA Plan still only pays 
80% of the employee’s out of pocket costs, while the Magnolia Plan (the more 
traditional plan) would pay 100%.  The LSBA, with the support and participation of 
two well-respected SB CFO’s,  met with the OGB administration, its outside 
actuaries, COA Dardenne, staff from his office, and Richard Hartley from the Gov’s 
Office.  The OGB and DOA provided three rationales for why they are proposing 
and support the proposed premium increases: 
 
#1 - To keep the OGB actuarially sound; and 
#2 – To off-set some SB’s who are spending their own money providing a GAP plan 
for their employees to pay the high deductible in the Pelican HRA Plan.  The 
allegation is that paying the deductible for the employees disturbs the anticipated 
percentage of employees that will choose the Pelican HRA Plan and for those that 
do make that choice with a GAP plan in place they will overutilize medical care.; 
and   
#3 - OGB argued “its not fair that other employees are subsidizing SB employees.” 
 

Rationale #1 - Actuarial health of OGB 
Based upon data provided by OGB its fund balance (surplus) increased 
from $122M in 2014 to $421M in 2022 (and is projected to increase to 
$429M by 2022-23 fiscal year end).  Also, for the year in which the OGB 
cites a 108% loss ratio for SB employees on the Pelican HRA Plan, the 
OGB had an aggregate loss ratio under 100% and increased its fund 
balance.  The Legislative Auditor has opined that a healthy fund balance 
for OGB is $250M.  The OGB did express an intent to propose continued 
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annual premium increases without regard to the fund balance or the loss ratio of the OGB. OGB 
is not a for profit company whose mission is to make annual profits for its shareholders.  Every 
extra dollar of excess profit OGB takes from SB’s is a dollar taken from a local taxpayer that 
does not go to paying a teacher or buying a computer or repairing a school.  The actuarial health 
of the OGB does not justify even the 4.5% increase, much less the 24.5% increase, in premiums. 
 
Rationale #2 -  Higher selection of Pelican HRA and Overutilization 
While there is an apparent higher selection rate of the Pelican HRA Plan than anticipated by 
OGB and its actuaries, there is no hard data to establish that those SB employees are 
overutilizing medical care.  There has been no study of the utilization rate of any of the OGB 
plans by SB or non-SB employees.  The OGB argument seems to based upon the presumtion 
that the SB employees will over-utilize medical care.  However, there is no data supporting a 
presumption of over-utilization.   
 
Rationale #3 – Unfair Subsidizing 
The entire point of group health insurance is for some employees to subsidize other employees. 
Young employees subsidize older employees; men subsidize women; the healthy subsidize the 
chronically ill.   By example, the relatively small number of employees (125) at the State Supreme 
Court  pay lower premiums because they share risk with the tens of thousands of employees in 
the 49 school districts in OGB.  SB’s make up about 40% of the employees in OGB Plans.  The 
benefit to the SB employees is negligible if any.  As such this argument does not seem to justify 
the premium increase. 

 
The OGB and Commissioner Dardenne acknowledge that SB’s were within the law in arranging for the 
GAP plan, with Comm. Darden actually commenting that the CFO’s were clever in finding this fiscal 
solution.  They also acknowledge that the OGB has never segregated certain employees for a 
specialize hyper-premium increase based upon one year’s data of a loss ratio over 100%.  Further, 
they agree that, despite the alleged loss ratio of 108% for 2021 for SB’s in the Pelican HRA Plan, the 
OGB, in the aggregate, still had a loss ratio under 100% and made $126M in profit.  Of note, it appears 
as though the alleged loss ratio of 108% for 2021 may not have included certain revenues to the OGB, 
so the actual loss ratio may have been lower.  The OGB acknowledged that they did not and have 
never run loss ratios and set premiums on individual agencies or types of agencies before, treating 
some employees in OGB differently than others making the same plan selection.  Allowing this to 
happen now sets a dangerous precedent for the future.  Also, increasing premiums on public employees 
in a year following record profits by OGB is not good public policy. 
 
The LSBA requests that you vote to reject both the general premium increase and the special increase 
targeting School Boards.  You should know that letting that increase go through effectively takes the 
entire pay raise from those teachers and school employees that you, as a Legislature, gave them this 
past session.  The Legislature should then weigh in in the 2023 session as to when the OGB can and 
should increase premiums.  Everyone wants a fiscally and actuarially sound OGB, but OGB’s mission 
is not to make a profit on the backs of state employees, teachers and their public employers. 
 
 
 
 
 
Executive Counsel and Director of 
Governmental Relations 


