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. Purpose of our meeting and agenda

= Purpose

- To jointly explore Washington County’s wellness landscape/current practices and
gain agreement on most appropriate program direction

= Agenda
— The business case for wellness
— Employer discovery questions
— Wellness program models and best practice elements
— Next steps

Mercer
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What is wellness?
It can be any of the following:

= Social involvement and support

= Physical health

= Emotional health and well-being

= Intellectual growth and development
= Spiritual foundation and reference

= Related to:
— Health care costs
— Productivity, presenteeism & quality
— Employee satisfaction
— Workers’ Compensation costs
— Teamwork, innovation and creativity
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. Employer discovery questions (sample questions)

= Company locations and work performed there
= How is the company organized/structured? Centralized or decentralized decision-making?

= What are the top 3 or so business challenges for you/the company overall currently and
over the next 3 years or so?

= Have you been doing anything in the wellness area within the company?

= Why are you interested in pursuing wellness and productivity?

= What business issues are you trying to address?

= How will you know if you're successful?

= What are the goals of your wellness program?

= Do you have a formal strategy documented?

= Have you been successful? If yes, how do you know? If no, why do you say that?

= Do you have any data/information to illustrate success? If yes, please describe. If not, what
data/information would illustrate success for you?




. Employer discovery questions (sample questions)

= What would you envision the program looking like in the future?

= Do you have adequate senior leadership support to get to where you want to be? If not,
what is needed to gain buy-in?

= Do you have adequate budget/funding to continue in the proposed direction? If no, what is

needed to gain additional resources? If yes, how much do you budget each year? Where
does the funding come from?
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The business case for wellness
The problem continues

= Benefit costs are still rising, even with managed care and cost shifting

= Aging workforce — each year a person ages adds 2.5%-3.0% in medical costs, while
also driving disability incidence

= Pressures to control cost and enhance productivity are increasingly important factors
= Associates and families are isolated from the true costs of healthcare

= Most people lack the skills to successfully navigate the system once diagnosed with an
iliness

= |n most employer groups:
— 20% of the members incur 80% of the healthcare costs
— 3% to 5% of the members are responsible for 50% to 60% of the costs

— Those with risk factors, (e.g., smoking, obesity, inactivity) can cost 10% to 70%
more than those not at risk

= On average, 50% of people with a chronic disease do not comply with their treatment
plan resulting in disease progression and increased use of healthcare resources




The business case for wellness
Framework for wellness

" frameviork utizes bost pracioes i
framework utilizes best practices in: The Hidden Costs of lliness

. Estimated indirect cost of absences
— Design

= 2% of payroll

$ Ith
- Stakeholder engagement A, e
— Integration and
— Performance e Healthcao benetis cot

Equals more than 20% of payroll

= This framework provides a validated system
that:

— Creates a sustainable culture of health N <
ayroll*
— Facilitates employee behavior change

— Reduces cost associated with poor
health

— Reduces cost and impact of absence \_

Source: Mercer’s 2008 National Survey of Employer-Sponsored Health Plans and Mercer’s 2007
Survey of Health, Productivity and Absence Management Programs

* Assumptions:
« For an employer with 5,000 employees and
average salary of $47,060
* Survey results:
« Average salary: $47,060
* % electing employer coverage: 84%
* % with dependent coverage: 56%
» Average employee age: 41 years
« % females/males: 53%/47%

Wellness & Productivity results
in 1 — 2 percent payroll cost
savings




. The business case for wellness

= Potential health care cost trend impact (health improvement)

Plan Design Change or Value Year 1 Year 2 Future Year
Impact Impact Impact

Health Risk Assessment (with/without 0% 0% 0%

screening)

HRA plus Behavior Modification 0% - 0.5% 0.5% -1.25% | 0.75% - 2.0%

Integrated Solution (Savings by bundling 0% - 0.5% 1.0%-2.0% |1.5% - 3.0%
HRA, Behavior Modification, Health
Campaigns, etc.)

= Potential health care cost trend impact (care management)

Plan Design Change or Value Year 1 Year 2 Future Year
Impact Impact Impact
Disease Management 0.5%-1.25% |0.5%-1.75% | 1.0% - 2.0%

Maternity Management
Case Management 0.75%-15% |0.75%-1.5% | 0.75% - 1.5%

Utilization Management

Integrated Solution (Additional savings 1.5%-2.75% |1.5%-35% |2.0% -4.0%
through management of above)




. Top cost-management strategies for large employers in 2010

@ Used in 2009 or earlier

B New for 2010
Increased employee cost-sharing 49%

Increased employee contribution as a % of premium 41%

Consumer-directed health plan 47%
- S50v0 |

Coinsurance for RX cost-sharing 42%

Health risk assessment 72%

o4vo

HealthE IifestEIe coaching 41%

Non-smoker discount/smoker penalty 19%
| 14Y% |

Value-based desiin 23%

Source: Mercer Client Pulse Survey 2010




Employers with more intensive health management programs have
reported lower annual cost increases, on average, for two years

Employer groups compared:

— Offer only the standard health management services provided by the health plan or no
health management services at all

— Offer some optional health management services through the health plan, and/or
contract with a separate specialty vendor to provide health management services to
employees

= Compared the average health plan cost increase for 2010

= The average increase for the group offering more intensive health management was more
than two points lower than the average for the less intensive group.

= Results using last year’s survey data were similar, providing some validation of the
methodology




Use of health management programs
Percent of employers offering programs (500+)

Disease management /1%
0 73%

78%

81% | m 2009
239 @ 2010

Nurse advise line

assessment 69%
Health advocate 53%
services 48%
51%

Behavior modification

50%




Use of health management programs
Percent of midsize employers offering programs (500-4,999)

Disease 71%
management 69%

o 81%
Nurse advise line 77%
@ 2010

Health risk

68%

Health advocate [ 47%

services

Behavior 49%
modification 51%




Use of health management programs
Percent of small employers offering programs (50-499)

Disease management

Nurse advise line 66%

Health risk assessment @ 2010

& 2009

Health advocate
services

Behavior modification




More employers offering incentives to boost employee
participation in wellness / health management programs

For a second year in a row, medical plan cost increases in 2010 were lower among
employers with extensive health management programs than among those employers

offering limited or no health management programs.
12009 m 2010

27%

21%

Employers with 500 or more employees

But cost savings are only possible if employees choose to participate in the programs, so
in 2010 more employers added incentives or penalties to encourage higher participation
rates: 27% of large employers with health management programs provided incentives, up
from 21% last year. In addition, the incentives are becoming more substantial.




. Disease Management Programs

Fewer of the small employers are using these programs but these numbers are growing.

B

Rare diseases b 23%
B Mid Size 500-4999
Lowback pain T 2r%
8 Small 50-499
Obesity 1% 31%
Depression —% 34%
Cancer T, 1%
SN 54%

Fypertension e 757 146%
Diabetes | 3 705 166%




. Special Attention Being Paid to Incentives by Large Employers...

Do you use an incentive to build program engagement?

Large Employers

Provide incentive for completion of health risk assessment 31%

Average cash value of incentive $125

Provide incentive for participating in disease management
program 10%

Provide incentive for participating in behavior modification
program 18%




Health & disease management programs are now the norm
Addressing the full range of health management needs

Percent of Smaller Employers offering programs in 2009

81%

77%

Half of

Employers

Catastrophic End-of-life  One or more Nurse advice Health Targeted Health risk
case case disease line advocate behavior assessment
management management management modification
programs

B Small Employers B Midsized Employers
REACTIVE » PROACTIVE




. Special attention being paid to incentives by large employers

Do you use an incentive to build program engagement?

-
~q

$$ @

Completing a Health Risk Questionnaire 23% 67%
Participating in a Disease Management 0 0
Participating in or Completion a Behavior 0
0,
Modification Program 15% 67%
Seeking Preventive Care or Screenings 13% 72%

$$ Average value of incentive

> 3 Incentive successfully increased participation

Mercer




Average participation rates for health management programs, among
large 500+ employers
Percent of eligible employees / identified persons participating in program

48%

M All employers offering program
M Employers offering incentives
M Employers not offering incentives

24%

22%
15% 16% 150 16%
- I 3
Health risk assessment Disease management Behavior modification
program* program*

*Percentage of identified persons actively engaged in program




Health & disease management programs are now the norm
Addressing the full range of health management needs

Percent of Large Employers offering program

79% 82%

76% /8%

Half of All

Employers

Catastrophic End-of-life  One or more Nurse advice Health Targeted Health risk
case case disease line advocate behavior assessment
management management management modification
programs
REACTIVE B 2008 W 2009 PROACTIVE
>




Employers’ point of view: How appropriate are certain “engagement
influencers”

Use plan design to engage those
with specific conditions to try S 20% | 72%
evidence-based medicine

. . . 11% 10 ) 50%
Use financial incentives for

participating in health
improvement programs 42% T 26% 31%

Use financial penalties for not 74% 179 T
engaging in health improvement

programs

0% 20% 40% 60% 80% 100%

Deny coverage for not for not
engaging in health improvement
programs

|l Disagree @ Neutral @ Agree |

Results from Large Employers (500+).

Mercer




With health reform bringing new cost pressures, employers need
to focus on managing cost for the foreseeable future

Employers Increasingly Satisfied with ROl on Health Management Programs
But most aren’t yet measuring

58%

Satisfied
with ROI

13%

.6%

B Measuring ROI using Health plan or health management vendor
“d Measuring ROI using Consultant or other third-party vendor (other than health
management vendor)

Mercet




Wellness program models

and best practice elements




Wellness program models and best practice program elements
Medical model — services across the health care continuum

80% of members = 20% of cost 20% of members = 80% of cost
Well-being At risk Chr_o_nic Catast_rpphic
conditions conditions
$ v 3 E

Acute conditions (e.g., maternity, disability, self-diagnosed conditions, strains, sprains, colds)
Programs: Nurseline, self-care skills, online resource, safety at home and work
Health
promotion

Chronic disease
management

High-cost case
management

Awareness and
education

Resource
management

Patient identification
and engagement

Campaigns and

Care coordination
challenges

Practice guidelines _ Patient advocacy

Care coordination

Immunizations

Address co-morbid
conditions

;

Address co-morbid
conditions

;

Health advocacy (e.g., navigational, clinical and claims advocacy)

Healthy culture-
based activities

;

1l

Integration of services, incentives, communications, measurement and evaluation




Wellness program models and best practice program elements
Holistic model — expanded across 5 dimensions of wellness

Physical Health

Social Involvement &

= Included in the medical model Emotional Health &
Support Well-Being
= Affinity clubs and meetings 1 = EAP-related services
during, or before or after \ / = Work/Life Balance
work _ services
= Recreation clubs and = Financial Planning
activities services
® Team-building/Ropes-type Health Care Costs = Other stress-inducing life
activity issues
Productivity, Presenteeism & Quality
Associate & Customer Satisfaction
Spiritual Foundation & Workers’ Compensation Costs
Reference

Teamwork, Innovation & Creativity

= Business Ethics Intellectual Growth &

= Moment of silence before ~ P
meetings _ = Company University

= Allow prayer meetings at = External Continuing
work o _ Education

" Allow Mission trip = Creativity and Innovation
sabbaticals activities

* Food, Blood, Clothing
drives




Wellness program models and best practice program elements
Key factors for successful wellness and productivity programs

= Design programs consistent with = Conduct regular needs and interest
organizational priorities assessments

= Establish specific and measurable goals | = Include a menu of intervention options

= Have senior management support and = Utilize incentives

articipation .
P P = Conduct ongoing process and

= Create a culture that supports healthy outcomes evaluation

lifestyle change . . L
y g = Communicate to drive participation

= Integrate with current benefits and other through targeted and tailored
health and safety initiatives messages




Wellness program models and best practice program elements
Common gaps in existing wellness programs

= Lack of strategy

No program goals and objectives
No direction
No link to the business

= Focus on activities

— What activity should we do next month?

= Lack of overall brand and visibility

No program identity
Piecemeal activities not tied together

Difficult to maintain awareness among
desired participants

Out of site, out of mind

= Little accountability
— No administrative ownership
— Little meaningful program evaluation

= No administrative infrastructure
— Corporate
— Site-based
— Difficult to sustain momentum

= Lack of measurable results




Common Program Elements
Health Risk Assessment
Health Advising
Lifestyle Management

Disease/ Chronic Condition
Management

Health Web Portal/ Online Resources
Nurse advice lines

Demand Management Capabilities
Health/ Wellness Campaigns

Case Management

Health Advocate

Program Ambassadors/ Champions

Wellness program models and best practice program elements
Potential program components

Common Program Elements

EAP/Behavioral Health Benefits

Age-appropriate recommended
preventive health services

Personal Health Record (PHR)

On-site Programs
— Coaching/Counseling
— Clinics
— Fitness Centers

Complimentary/ Alternative Medicine
Smoking Cessation Initiatives
Obesity Initiatives

Maternity Management

Ensure that you address any HIPPA, legal and taxation considerations.




Wellness program models and best practice program elements
Measurement and evaluation — desired outcomes and measurement timeline

= Desired outcomes
— Reduction of healthcare costs?
— Improved productivity?
— Reduction in disability claims?
— Enhanced benefit package?
— Support for increased employee accountability (consumerism)?
— Improved organization’s image?
— Unscheduled absence?

= Measurement timeline
— Successful programs measure and demonstrate outcomes from leading indicators
through impact and ROI

— Measure the success of your program over time

= Create measurable short term (less than 1 year), medium (12 — 24 months), and
long term goals (3 — 5 years)
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Next steps
Putting it all together

= Mercer process
— Today’s presentation — Wellness and productivity phase 1 and client questionnaire
— Complete client inventory
— Complete vendor inventory
— Complete Predictive Risk Analysis (PRA)
— Phase 2- client planning session
o Review PRA results
o Determine appropriate client “path”
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Legal considerations




Legal considerations

. = HIPAA considerations

— A wellness program may not violate HIPAA nondiscrimination rules by providing financial
incentives related to a health plan based on health status factors; two exceptions:

= Benign discrimination
= Wellness program - to qualify as a HIPAA wellness program, the program must:

Limit the reward to a specified amount (not to exceed between 20% of the cost of the
employee-only coverage)

Be reasonably designed to promote health or prevent disease

An opportunity to qualify for the reward must be available at least once per year

Be available to all similarly situated individuals (must be a reasonable alternative for
those who cannot reach the health standard because of a medical condition)

Inform employees that individual accommodations and alternatives are available

= Other laws may apply: Americans’ with Disabilities Act (ADA), state insurance and employment
laws, the Genetic Information Nondiscrimination Act (GINA)

= Taxation considerations
— Certain incentive awards may be taxable
— Generally, cash or cash equivalents (gift cards) are taxable
— Some exceptions apply:
o |[ncentives provided through health benefit plan

o De minimus fringe benefits
e |-
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