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We have a problem with health care costs
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Increase in Indicate that it is Insured adults U.S. adults that
healthcare costs difficult to afford have put off report some level
since 2013 health carein U.S. health care in the of medical debt

last 12 months

due to cost

https://www.kff.org/report-section/ehbs-2023-section-1-cost-of-health-insurance/
https://www.kff.org/health-costs/issue-brief/americans-challenges-with-health-care-costs/



MACRO ECONOMIC COST DRIVERS

Why is healthcare more expensive in the U.S.?

Administration

Studies attribute ~30% of
U.S. healthcare costs to

administrative complexity

Defensive Medicine

75% of physicians report
practicing defensive

medicine to avoid lawsuits

Aging Society

In 2020, 1in 6 U.S. citizens
are age 65+. (In 1920, it was
1in 20)

Transparency

The U.S. health system
lacks cost or quality

transparency

Health Status

42% of the U.S. population
have 2 or more chronic

conditions. (90% of spend)

Technology

Healthcare is an industry
where tech adds cost.
(~40-50% of annual

increases)
High U.S. Health Care Spending | Commonwealth Fund

2020 Census: 1 in 6 People in the United States Were 65 and Over

Chronic Disease Prevalence in the US: Sociodemographic and Geographic Variations by Zip Code Tabulation Area (cdc.gov)
Reducing the Cost of Defensive Medicine - Center for American Progress

Technology And Rising Health Care Costs (forbes.com)



https://www.commonwealthfund.org/publications/issue-briefs/2023/oct/high-us-health-care-spending-where-is-it-all-going#:%7E:text=Administrative%20Costs%3A%20About%2030%20Percent,of%20excess%20U.S.%20health%20spending.
https://www.census.gov/library/stories/2023/05/2020-census-united-states-older-population-grew.html#:%7E:text=The%20older%20population%20reached%2055.8,less%20than%201%20in%2020.
https://www.cdc.gov/pcd/issues/2024/23_0267.htm#:%7E:text=An%20increasing%20proportion%20of%20people,the%20US%20health%20care%20system.
https://www.americanprogress.org/article/reducing-the-cost-of-defensive-medicine/
https://www.forbes.com/sites/forbestechcouncil/2017/10/26/technology-and-rising-health-care-costs/

COST CONTAINMENT STRATEGIES

What employers are doing today to address cost

©00

TIER 1 TIER 2 TIER 3

+ Plan Design Changes + Funding Changes (Level-Funding, * Reference Based Pricing

« Employee Contributions Self-Funded, Captives) « Direct Provider Contracting
+ Network Strategy « Pharmacy Carve-Outs * IC-HRA

« High Deductible Health Plans (HSAs) » Point Solutions

* Medicare Migration Strategy
» Family Glitch Strategy

Low Potential Disruption / Potential Savings High >




BENCHMARKING

Michigan Municipality Products

m Traditional CDH

a PPO sHMO = Other = PPO = HMO * Other
Traditional Averages CDH Averages
Ded Coins  OOPM oV Ded Coins  OOPM ov
PPO $1,112 13% $5,291 $22 $134 PPO $2,731 10% $4,948 $32 $189
HMO $1.981 17% $5,363 $25 $188 HMO $2,641 19% $4,777 $23 $127
OTHER | $390 14% $2,238 $12 $53 OTHER | $2,071 12% $4,138 $0 $0
TOTAL $1.602 14% $5,212 $23 $152 TOTAL $2,674 12% $4,885 $26 $153

Source: BCBSM Book of Business Data. Data pulled August 2024




BENCHMARKING

Premium Sharing

90%

Average employer contribution

[ Emplayer Contribution [ worker Contribution

$28 000 299, Total among Michigan Planners’
Y— municipal customers
Increase

534 000 4 -

$20,000 4 - 7 8 0/

FAE 000 . 2
Lowest employer contribution
among Michigan Planners’

$12.000 1 municipal customers

19% Worker
Contribution
£ 000 1
Incraase
- Highest employer contribution
, among Michigan Planners’
2013 2018 2023

municipal customers

SOURCE: KFF Employer Heslth Banalils Survey, 2018 and 3023, Kaiser'HRET Survey ol Emplover-Spansansd Heallth Banelils, 2013,



HEALTHY
EMPLOYEES
~80%

UNHEALTHY
EMPLOYEES
~20%

EMPLOYER CARRIER

HEALTHCARE
VALUE

v Maximizes carrier
revenue with highest
cost premium
products

v Can promote rich plan
design for recruitment
and retention of
employees

Employers &

employees often

equate lower Pro
deductibles & other

cost sharing with

v The plan requires
lower out-of-pocket
costs IF services are
utilized

v The plan requires
lower out-of-pocket
costs WHEN services

are utilized
v Improves cash flow

position on monthly
interest accrual

v Potential reduction of
employee benefit
value. In other inquiries
words, a low
deductible plan is
viewed as a “high

value” plan. Is that

v" Costly for employer to
offer if they have high
premium share
contribution rates

v Likely has higher
premium contributions
out of paycheck for an
unused benefit

v Likely has higher
premium contributions

out of paycheck v' Creates perverse

v' Little correlation

really true?

Con

between employee
benefit satisfaction
and deductible levels

v' Creates perverse

incentive for
employees to utilize
care once cost sharing
maximums are met

v Inability to access
triple-tax advantaged
HSAs to pay for health
care services or save
towards retirement
healthcare costs

v Inability to access

triple-tax advantaged
HSAs to pay for health
care services or save
towards retirement
healthcare costs

incentive for members
to utilize care once
deductible and
coinsurance
maximums are met



HIGH DEDUCTIBLE HEALTH PLANS

Advantages of Offering HSA Products

307% 2X Plan Savings

Member Cost
VIV e | HSA plans cost
ren HSA plans cost, on
PMPM " . a employers $119 less
e amount per
HSA plans are 30.7% P average, $16 more per PMPM than non-
member per month member per month —
lower cost on a per HSA plans
cost of non-HSA plan or, one Starbucks
member per month
grew compared to coffee per week

basis than non-HSA
HSA plans

o

[e]

Source: Priority Health Book of Business Data. Data pulled April 2024




HSA COSTS

Employer & Employee Cost for HSA vs.Non-HSA
® HSA Member PMPY
Non-HSA Member PMPY

$9,000
m HSA Employer PMPY
$8,000 ® Non-HSA Employer PMPY $7.620
$7,000
$6,276 36,480
$6,000 $5,592
$5,268
$5,000
$4,200 AL
$4,000
$3,336 $3.180
$3,000 $2,484 $2,532
$2,004
$2,000
$1,224
$996 $996 $1,104 5984
$1,000 $792 $588 l $732 l $792 I $912 I
» B
Age 20-29 Age 30-39 Age 40-49 Age 50-54 Age 55-59 Age 60-64

Employer Employer Employer Employer Employer Employer

Cost -$480 Cost -$804 Cost -$1,020 Cost -$1,248 Cost -$1,008 Cost -$1,140

Employee Employee Employee Employee Employee Employee

Cost +$204 Cost +$264 Cost +$204 Cost +$192 Cost +$240 Cost +$264

Source: Priority Health Book of Business Data. Data pulled April 2024



Deductible

Coinsurance

Coinsurance
Maximum

Annual
OOPM

Rx

Single
Monthly
Premium

Annual
Premium

HDHP

Employers’ potential savings by moving to HDHP

Client 1
Large Employer — PPO
HSA
$1,000 $3,500
0% 0%
N/A N/A
$8,150 $6,900
$10/$40/$80  $10/$40/$80
$1,078 $730
$12,936 $8,760
$4,176

Annual
Savings

CASE STUDIES

Client 2

Small Employer - PPO

Deductible

Coinsurance

Coinsurance
Maximum

Annual
OOPM

Rx

Single
Monthly
Premium

Annual
Premium

HDHP
Annual
Savings

$500 $4.500
20% 0%
$2.000 N/A
$8.700 $7,000
$20/$60/$150/
$10/$40/$100 20%/20%
$814 $522
$9,768 $6,264
$3,504

Client 3

Large Employer - POS

Priority | Current | _HSA

Deductible

Coinsurance

Coinsurance
Maximum

Annual
OOPM

Rx

Single
Monthly
Premium

Annual
Premium

HDHP
Annual
Savings

$1,000 $2,000
20% 0%

$1,500 N/A

$7,900 $4,000

10%/20%/30%  10%/20%/30%

$638 $503

$7,656 $6,036

$1,620



Eligibility

* Must be enrolled in a
high deductible health
plan

» Must be a U.S. taxpayer

e Cannot be enrolled in
another non-HDHP or
Medicare plan

* Cannot be enrolled in an
FSA or HRA

e Can’t be claimed as a
dependent

HEALTH SAVINGS ACCOUNTS

What are some of the key features?

Ownership

&

» Account owned by
employee

« Account is portable by
the employee

» Account rolls over from
year-to-year

* To pay for IRS qualified
health care related
expenses

o Deductibles, copays,
etc.

o Dental, vision, Rx

* To pay for retiree health
care expenses including
Medicare

Tax Advantages

* HSA accounts are triple
tax advantaged

o Contributions to the
HSA are pre-tax

o Account growth from
interest &
iInvestments is tax
free

o IRS qualified
distributions are tax
free

Annual Maximums

»

* IRS sets annual HSA
contribution maximums.
For 2025:

o Single = $4,300
o Family = $8,550

* Also, individuals aged 55
or older can contribute
an additional $1,000 in
catch-up contributions



MI LIFE PLAN

Introducing a new long-term strategic approach to health insurance

MI Life Plan is a benefit strategy built on three key product offerings: What it does
1. Ancillary: offer voluntary programs that v Gets employers out of the
meet the unique needs of employees and gﬁ::g;/:r-year plan design

their families at different life stages
v" Moves all employees to more
cost effective HDHP pans

2. HSA: employers & employees fund v Reldutffes injgroup_advlerse
: . selection — improving long-
hee_llt_h Se_WIngS accounts In term claims experience
anticipation of health care cost and

retirement needs v" Helps employees plan for

future health & retirement
expenditures

. v' Potentially decreases annual
3. HDHP: offer an HSA qualifiable cost sharing exposure

HDHP as a total replacement with v Demonstrates long-term
the expectation that the plan design commitment to employees
will not change year-to-year




Covered under parent

Covered under employer
or guardian

Covered under a
sponsored plan

Medicare plan

Childhood

Senior

i Progressing Middle Age Pre- .
Life Stage Young Adult Adult Adult Retirement Retirement

MI LIFE PLAN

Age 30-49 50-59 60-64
Takes into account
each stage of an Expected
. . 9 ) . Annual Member $792 $996 $1.164 $1,356 N/A
individual's life and Cost (HSA) PMPY PMPY PMPY PMPY
provides a strategy
to address
HSA Savings $35% 539 $$ $ N/A
HSA Spend $ $$ $% $55% $55%%
. e Critical
: éﬁ;lg;nt IIInes§  Critical
Important — pRgyes liness (40+) ° ospital liness N/A
Voluntary Plans . Life Indemnity * Hospital
+ Life Indemnity
Insurance

Insurance




MI LIFE PLAN

Key considerations for the long-term success of the plan

Education

It's critical that employees understand the program and
its long-term value

Education cannot start and stop at open enrollment —
especially during strategy onset

Strategy should be “sold” to senior and mid-level
management for alignment

The strategy should be sold to employees as not just a
health care solution but a retirement solution

Commitment to Strategy

This is a long-term solution and leadership should be
invested in maintaining this approach

This approach alters the most common lever to pull to
address premium increases — need to think differently
about what levers to pull

Invest in other programs (virtual health, point solutions,
etc.) to ensure long-term success

Health Savings Account Seeding

It is critical that employers are invested in seeding the
employees’ HSA accounts

Develop a multi-year HSA seeding budget and stay
committed to the investment




Carrier
Changes

All carriers
offer HSA
products and
this strategy
is not
dependent
on a specific
carrier
partner

MI LIFE PLAN

Tactics to reduce premium increases

Premium
Sharing

Employers
can still elect
to pass along
annual
increases in
the form of
higher
premium
sharing for
employees

Contribution

Employers
should stay
committed to
seeding HSA
dollars every
year, but they
can change
the amount
as needed
for budgetary
purposes

Network
Changes

Considerable
savings can
be realized
by switching
provider
networks
from PPO to
POS or HMO

There is a
broad array
of point
solutions that
have
emerged to
help
employers
address
condition-
specific cost




BENCHMARKING

Employer HSA Contributions

Average Annual Employer Contributions to HSA Accounts for Covered Workers Enrolled in an
HSA-Qualified HDHP, 2009-2023

Wiorkers in Wiorkers in
Al TS T Al ROTRRErS Ih HEA-Quakfiad HDHFS HEA-Dualfad HDHFS ( Q HealthEquity
== HSA-Quaified HOHF:s. == HSA-Qualfied HDHP: with Employer HS3A wilh Emplayer HSA |
Single Coverage Coniribations, Singlke Caontnbatiors, Family
Coverage Coverage Welcome back, Alice
$1.800
31,600
1,489
31,404 51413
5- ‘1:-!_ 51 1":‘:' HSA Investments
' 56,789.01
§1,200 $1,073 #1115 $56
%1 D0 - Resources
5.—.— ~ EFQD HEE‘ !'?91 Shop HSAStore.com
il
SHAE
s = 503 $048 $655 Prescription discounts
5500 - B -—
- Qualified medical expenses
Sl el 1
S0 4
0 1

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

2023 Employer Health Benefits Survey | KFF



https://www.kff.org/health-costs/report/2023-employer-health-benefits-survey/

POINT
SOLUTION
ECOSYSTEM

There is a powerful,
but complex, point
solution ecosystem

that has emerged
over the past 10
years that allows
employers to be
more targeted in
their benefit
delivery approach

Virtual Care/Coaching

98point6

Navigation/Advocacy galileo

A Accolade

@ Healthcare

= Included Bluebook.

uuuuuu

HealthJog,

GlHedlthAdvocate

Teladoc carrumheaith
HEALTH

) amwell - 55

Surgical

nnnnnnnnn

meQ

MODERN

HHHHHH

A ‘) SilverCloud

Diabetes

DAYLIGHT

Behavioral

{_) RethinkCare

@ Koa
Health

e

' )
springhealth ¢ ALAVlDA

2nd Opinion @ SR Svolento .
Cardiac
) DoubleCheck ©HelioHeart kento
+ Wellbeats @ fccess
Thyme Jasper
SWORKIT @ n
%% wondr V nawisa Cancer
Aaptiv foodsmart "™
+ Torchlight
be‘l‘r . LIFESPEAK
DietID
i fitbit omen e
EALTH SOLUTION: X M s K
S - AAAAAAAAAAAA Soproguny
. o Proguny
Wellness/Fitness E\ eogem

@ )
PrudentRx

Sleep Rx

Family



SELF FUNDING

Why Consider Self-Funding vs. Fully-Insured

Product Flexibility
Self-funded employers are afforded maximum
product flexibility and can tailor a product to

best fit the employer's unique needs

Cash Flow
Self-funded employers pay their carrier/TPA
retrospectively for claims vs. prospectively in a

fully-insured arrangement

Transparency
Self-funded employers have the highest
claims transparency and can take actionable

steps to address endemic issues

Risk Charges
Self-funded employers avoid risk charges that
carriers build into their fully-insured premium

formulas (~ 1-3%)

Regulation & Taxes/ Fees
Self-funded employers do not have to offer
state-mandated benefits. They also avoid

onerous taxes and fees (~ 3-5%)

Point Solution Enablement
Self-funded employers can take advantage of
powerful point solutions to target condition

categories that are driving cost
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