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Seminar Synopsis

* |n this seminar we will review the summary of the
Impacts of HCR and how to develop a strategic
plan to respond to the risks/opportunities of HCR.

* We will explore a five-step process that many
employers have employed to create this strategic
plan, including specific tactics to achieve the
outcomes desired.

« We will finish with a case study outline of two
employers’ success stories.
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Health Care Reform =

 Patient Protection and Affordable Care Act
— Signed into law March 23, 2010

+

« Health Care and Education Reconciliation Act
— Signed into law March 30, 2010

+

* Regulations, guidance, and interpretations
— The onslaught has begun with lots more to come.
— Department of Health and Human Services (HHS)
— Department of Labor (DOL)
— Internal Revenue Service (IRS)
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HCR Summary

« Health Care Reform has a variety of moving pieces that
interrelate and can increase an employer ‘s health plan costs.

« Current estimates are that HCR will add between 1.5 and 4%
per year to the current medical trend increases of 8-11%.

— Risks include potential Cadillac tax, free rider penalties for non-
affordable health plan options, adverse selection due to in and out
migration because of the state health care exchanges, magnet plan
factors, benefit mandates, expanded Medicaid and changes in
Medicare, changes made by employers, and additional
administrative costs.

— Opportunities include changes that can impact a broader spectrum
of cost control measures such as retiree health plan changes,
wellness ROI, part-time benefit plan changes, changes to total
reward strategies, employee contribution changes, plan design
change opportunities, and consideration of total plan termination.
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Major Components of
Health Care Reform

« Guaranteed Issue

— Insurers / health plans required to provide health
coverage regardless of individual’s health status

* |Individual mandate

— All Americans must obtain health coverage or pay
a penalty

/N Associated

"NFinandial Group

associatedfinancialgroup.com



Major Components of
Health Care Reform

« Health insurance exchanges

— Facilitate purchase and comparison of health
coverage

 Employer “pay or play” mandate

— Most employers must provide affordable coverage
or face a penalty

« Significant expansion of Medicaid
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Major Components of
Health Care Reform

« Government Subsidies

— For individuals and, in some cases, employers
 New and Expanded Taxes

« Miscellaneous Health Initiatives and Policy
Changes
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Major Components of
Health Care Reform

 Grandfathered Health Plans
(GFHPs)

— Individual and group health plans that were in
effect on March 23, 2010

— Grandfathered health plans do not have to comply
with some mandates of Health Care Reform.

— Many employers are no longer grandfathered.
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Minimize Risks/Maximize
Opportunities

« As aresult of Health Care Reform, we need to
develop a multi-year response to minimize the
risks and maximize the opportunities. We
recommend building a plan based on a most-
likely scenario as well as a contingency
scenario to maximize flexibility as we move
through these uncertain times.
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POLITICAL ISSUES
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Court Case

U.S. Supreme Court held oral
arguments on lawsuit challenging
constitutionality of Health Care Reform
law from March 26-28, 2012.

— Decision upheld June, 2012
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2012 Elections

* Outcome of 2012 congressional and
presidential elections is likely to have
significant impact on future of Health
Care Reform past 2012.
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Strategic Planning Implications

* Employers should continue to plan as
though remaining HCR provisions will
go Into effect as scheduled.

* But remain nimble and consider
contingency plans if major portions of

CR are repealed or changed.
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Strategic Planning Process
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Strategic Benefits Planning Process

 Phase 1 - Pre-Planning

— Determine who should be at
the table

— Review strategic planning
process

— ldentify the scope of “benefits”
that will be involved

— Discuss the project timing and
length of process

— ldentify committee roles and
responsibilities

— Set ground rules
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Pre-Planning Process

This step serves as the foundation of understanding for
the strategic benefit plan. During this phase we ask
guestions such as:

* Who will be part of the planning process?
« How long will the process take?

 What are the key timeframes we need to keep in mind
(such as health plan renewal, collective bargaining
date for wages, etc.)?

« How / when will this be presented to executives,
employees, etc.
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Strategic Benefits Planning Process

 Phase 2 — Discovery

- Discuss
« Qverall business strategy
« School district vision
 Significant events
* Milestone dates

- Perspective
« What internal challenges do you
have? (i.e. resources, technology)
« What worked well?
« What hasn’t worked well?
« What should change?
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Discovery Phase

This step serves to insure that the planning process is
achieved with a strong sense of its relationship to the
bigger picture of where your company is headed.

During this phase we typically develop a benefit vision,
do a SWOT (Strengths, Weaknesses, Opportunities and
Threats) analysis, examine vendor qualities/strengths
and prioritize those qualities, determine internal
resources to execute a strategic plan, and discuss
employee communication opportunities/process.
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Strategic Benefits Planning Process

 Phase 3 - Learning/Education
— Perspective review
— Recap of current benefits
— Internal/external review

— Benchmarking

— Employee benefit vision

“Whether or not you believe you can do a thing or not -
you’re right!”

- Henry Ford
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Learning Phase

This step includes both an internal review of current plan data/
summaries and an external review of medical trends in the
Industry. This would include a discussion on such tactics as:

« HRAS/HSAS,
Wellness strategies and incentives

Spousal surcharges

Ancillary product trends in STD, LTD and life insurance
Centers of excellence and narrow networks

Voluntary products

Defined contribution plan approaches and many others
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Strategic Benefits Planning Process

 Phase 4 — Planning and Setting Course
— Build the plan

Set short-term (1-2 year) goals and strategies
Set long-term (3-5 year) goals and strategies
Prioritize overall objectives

Set milestones — specific events

Executive summary

Work plan
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Setting the Course Phase

This step includes a finalization of the benefit vision and
a development of overall objectives. In this phase we
prioritize the objectives and design a time-line to include
1-2 year and 3-5 year goals. A full work plan is
developed to include the goals by year.
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Strategic Benefits Planning Process

e Phase 5 - Annual Review

— Re-evaluate the course to determine if this Is
still the desired direction

* Is the vision still on target?

« \What is the status of the critical success
factors? Have they changed?

* Are we on schedule to implement our
tactics?

 Are the overall goals being achieved?
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Ongoing Monitoring and Change

Each year the Strategic Plan is reviewed for continued
appropriateness given the current environment for
benefits given the state of federal HCR and state
mandates.
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What is the Purpose of Completing the
Strategic Planning Process?

* Apply strategic business principles to establish a direction
for future decisions

« Actively engage participants in discussions and develop
conclusions and measurable action plans

« Expose management to a series of
Interrelated activities that result in
successful implementation and
foundation for planning in
subsequent years

- Create benefit plan “ownership” at
multiple levels within your
organization
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Strategic Planning Outcomes -
Short-Term

Short-term: RFP?
« Similar provider access
« Similar benefits
« Similar service
« Similar value adds
* Cheaper price
Plan design changes
Contribution changes
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Strategic Planning Outcomes:

 Intermediate/long-term

— Wellness incentives: participation vs. outcome-
based: spousal incentives

— Disease management

— Consumerism: HSA/HRA
— Plan design changes

— Funding options

— Contribution strategies

* 20 — 25% premium share
« Spousal surcharge
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Outcomes and Opportunities of the Strategic

Planning Process
EMPLOYEE BENEFITS STRATEGIC PLANNING TIMELINE

2012 Objectives
Effective 7112 (except Heanng Interpraters)

+ Comibine all roups under onemedical and
dental plandesiz

# Change in-network deductible to $300 single
and $1,000 fanly

+ Add coinsurance of 80%in-network and 70%
out-of-network with andin-network comsiwance
of 5300 for 2 single and 51,000 for a famly

# Implementa four-ferprescription dmg program
and addtional cost contairment strategies into
the prescription dmg programsuch as specialty
phanmary, quantity lmits and Anthermn's Generic
Selectprogram.

+ Implementnear site emploves clinic sponsored
by SASD through Sheboygan Cowty's current
amangement with Intea

¢ Emploves cammmication meetings in May

# Reviewaneillarybene fit prograne

Quarter 3

+ Conduct Health Assessments; goal =93%
participation

(Ongoing

Member conmmrications

2013 Objectives
Cuarter |
Effactive 1/12013

o Offer 3% premium cradit to thoss who
participate in the Health Assesanent

¢ Implement spousal surcharge
Quarterd &3
¢ Develop a bensfit strategy for early retirees

+ Evaluate whento offera High Deductible Health
Planwith a Health Savinss Accowt

¢ Analyze potential planchanges forthe 2014 plan

year
o Review ancillarybenefit prograne
o Detenmme if vohuntary benefits will be offerad

+ Review contribuion strategies to incent wellness
behaviars

- Offeralargerincentive for HA participation
- Analyze outcorne-based biometric pretmums
Quarter 3

o Conduct Health Assessments; goal=03%
participation

o Offer Health Assezamentsto spowses with
incentive forparticipation

Ongoing
o Member conmmications

2014 Objectives
Quarter 1
Effective 1/12013

o Offeralargerpremium differential to those
who participate inthe Health Assessmernt

+ Implement outeome-basedbiometnic premmme

« Implementmedical and dental planchanges as
determunedby prior analysis

Quarter? &3
« Implementa benefit strategy for early retirees

+ Offera High Deductible Health Plan witha
Health Savings Accowt

« Analyze potential planchanges forthe 2013 plan

year
¢ Determine if voluntary benefits will be offered
+ Review ancillary benefit programe

Quarter3

¢ Conduct Health Assessments; goal=93%
participation

« Offer Health Assesanents to spouses with
meentive forparticipation

Ongomg

+ Member conmmmications

2015 and Bevond

 Build a strategywhich will encourage
migrationto the HSA plan

» Ongoingreview and evaluationof al bene fit

programs to detemune howbenafits align wi
SASD's budget on an anrnial basis and nutiga
funre Cadllactax.
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Outcomes and Opportunities of the Strategic
Planning Process
2012 Projected Defined Contribution Modeling Updand 082312011
Employes Comnt 2011 Rates 2012 Projected Cost with Def Cont based on Standard Plan & Premier increased 3% 2012 Projecied Cost with Inc in Deductibles & Defined Cont Based On Standard Plin
Caoverage nn 1l ni o ul 11 il u un nn un o 011 Increase nn un nn un 012 W1} Increase
Monthly ~ Monthly  Monthly Price Tag EECost | Monthly — Monthly  Monthly PriceTaz  Bemefit EECost  Per Monthly  Monthly  Monthly PriceTag  Bemefit EECost  Per
Tier Eoroll | Rate ER Cont EECont I4Pay Benefif Credit 24Pay | Rate ERCont EECont 24Pay  Credit  4Pay  Paycheck Rate ERCont EECont 24Pay  Credit 24Pay Papcheck
Premier Flan B % Premier Plan fx
Single I N §50006  S12534 S10444 MLE6T ALY 366556 7180 510383 §13R40 4167 90493 §3418] IncDedo AT T S L E R S10538 16T S8BT s0M
Family 400 5169145 §L3SA16 §33EI0 R2I0E1 BLET §16004 317247 BLIT04 §ILO4 BA0L4R HLAT 516100 0105 §500=(-3%) P304 FLM400 f3 §lif ML Hma 1
Total ma i §65174 816203 B3R RRM4T) e §61197 515146 $1384 51137 §76406 530031 516345 §1384 50
Standard Plan Bt Bite Standard Plan Bite
Single i A §0025  SE0M SRLET MLET 000 33076 MILEL 510785 §l0045 S4167 83898 §1808] IncDedto B8 B34 SIS 046 W67 BT SITW
Family 73| 51,3381 FL34621  §19300  B1ITS0 BLET  3p5E3| FL3ER4 BLIT043  §31TAl §a0047 M7 §15880 $6107] 370=(-15%) | SL3SS00 L4400 B31L00 §107.17  BAL67 B1S5S0 §a0
Total ma 101] §130203  §113710  §14381 00 SRIT) §13443T 5107340 5248E7 4200 51344 SLLESL 5105311 §26330 49 §1E188
Basic Flan % M Basic Plan 845
Single 43 i WIR1E B1f Ml JL6T  S00)  ss0091 HILEL 83010 4147 LT SO0 §0.00] IncDedio MEINE M1 N $4167  H167 5000 5000
Family 03] 5130042 5120105 51137 L MLET  S000) 313123 S1a7043 SROGD  MLA7 SLET S313 0 S30L3SLas0=( )] S13M05 0 L0400 SR0LS §5370  B167 31205 51205
Tatal mo 136) 5141908 5140620 51270 §5.667 | ST SI3B43E SRAD §.667 B3 60 §l44314  §1355TF 0 MMM §3.667  SL1M
AmmllTotal Prem$  ER Cont Credit EECost |ToralPremd  ER Comt Credit  FECaat Total Premd ER Cont Credit  EE Cost
Toisl Pl Coxt] $4.244031 53834188 §200024 §391971) $4416318 53684113 §200024 §TILT36 §41054 53600012 JI0004 5341633
PEFY]  B1413 11,823 JLO00 51314 14T §11328 L0 51380 §14148 F12.073 SLO0  SLELL
Total EEs Total ER Cost §4.133.211 Total ER. Cost §3.988 207 Tatal ER. Cost §3,%08.936
1 (ER Cost + Benefit Credify (ER. Cost + Benefit Credif) (ER. Cost + Benefit Credif)
Employee Cost §392071 Employes Cost §$T11,736 Employes Cost §541 635
Employee Cost Share 051% Employee Cost Share 1515% Employee Cost Share 11174
Proposed Fx Plan Change: Preforred Brand = 2% to 350 max, Non Preferred Brand = 30% to §100 max & Specialty = 30 fo $100 max -57.540 {1.3% of Rx claims paid)
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Client Service Plan (CSP)
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Questions?
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