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HEALTH CARE REFORM SURVEY OVERVIEW OBJECTIVES

OBJECTIVES

The primary objectives of the Health Care Reform 2010 Survey are to determine
US Employers' perceptions of the Health Care Reform Law (Patient Protection and
Affordable Care Act), as well as to study its potential impact on employers' future
benefit strategies.

MORE SPECIFICALLY, THE SURVEY AIMS
TO IDENTIFY:

B Employer perceptions of the Health Care Reform
legislation:
The general perception employers have regarding the
impact of Health Care Reform on their benefit plans.

B The actual impact on employers' medical benefit
plans and how that will affect their employees,
recruiting and retention:

What actions employers of various sizes and in
different industries are considering to mitigate these
effects.

B Employers' needs:
Employers’ awareness of Health Care Reform details,
employer concerns and information needs, current
resources for Health Care Reform information and
where they expect to find support for Health Care
Reform compliance in the future.

This is a combined effort on the part of Willis North America and Diamond. The Diamond/Willis Health Care Reform Survey
asked employers what their impressions were regarding the Patient Protection and Affordable Care Act (PPACA) and how the
legislation would affect their medical benefit plans, their employees, and recruiting and retention. The survey was designed and
executed in strict adherence to the ESOMAR® code of conduct and ethics, and international marketing research guidelines.
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HEALTH CARE REFORM SURVEY OVERVIEW PURPOSE

Findings from the survey will likely trigger meaningful and informative conversations
between employers and their consultants

PURPOSE
INFORMATION TO PROVIDE EMPLOYERS WITH:
TO SUPPORT
L ELD LU B Early and timely support and advice on
POSITION . .
appropriate short- and long-term solutions
B Education and information to quell any irrational
fears, allowing employers to develop plans that
address real concerns
IMPACT
WILL INFLUENCE B Sharp market insights to help shape future
LONG-TERM business decisions

EMPLOYER ACTION

Assist employers and insurers in developing cost-
effective and enduring long-term strategies to help
them guide their businesses through the compliance
steps because:

1. Asis the case generally, employers don't always
have access to all the necessary information to
make the best decisions in the long term.

2. Business models and benefit plan structures are
likely to change in the future.

3. Health Care Reform has been the subject of much
political debate, so it would be easy for decisions
to be made on emotional rather then rational
grounds. Therefore, employers need more facts
to come to a credible solution.

Willis North America m 4



EXECUTIVE SUMMARY

B The survey represented a wide base of employers of different

sizes from all industry sectors and regions. Their plans, as
represented by the survey, cover over 9 million employees
and dependents (including retirees) - a significant
representation of the US employer universe.

In general, employers support the benefits of expanding the
pool of covered individuals with medical coverage and see this
as a valuable addition to the US social policy. However, a
majority of surveyed employers felt that the Health Care
Reform legislation would initially raise the costs for their plans.
While employers of all sizes expect to maintain some type of
benefit plan for their employees and their families, they
nevertheless felt that they would need to take some action to
continue to maintain their plans. They determined that those
options can include one or more of the following: reducing
benefits, reducing the number of eligible employees who have
access to the plan, passing on more of the costs to the
employees, decreasing ancillary benefits (dental, vision, etc.),
or in some extreme cases, considering eliminating benefits
altogether.

In addition, a majority of respondents felt that employers
would generally not accept lowered profits on account of the
Health Care Reform legislation. This will likely result in
employers looking for ways to offset any resulting cost
increases.

Willis North America



DETAILED INFORMATION AREAS SECTION 1T CURRENT BENEFITS PRACTICES

CURRENT BENEFITS PRACTICES: SUMMARY

B The baseline trends regarding current benefits practices
validated marketplace expectations

B Review of these practices in detail, particularly by specific
segments such as industry sector, employer size, region, etc.
helps inform employers and their advisors about the nature
of assistance that the employers will require in the very near
term regarding the health care reform legislation. A few
examples include:

Sixty-five percent of responding employers have lifetime
benefit limits in place; these employers will need to
evaluate their benefits to ensure compliance with the
health care reform requirements.

Sixty percent of responding employers cover dependent
children only until plan-specified limits; these employers
will need to comply with the extension of dependent
coverage.

Eight percent of responding employers have waiting

periods in excess of 90 days and will need to reduce their
waiting periods.
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DETAILED INFORMATION AREAS SECTION T CURRENT BENEFITS PRACTICES

The survey data confirm that employee group health plan choices are directly
correlated with employer size. (1 of 2)

COMPANY'S CURRENT PRIMARY EMPLOYEE GROUP HEALTH PLAN

N=1400
1000
842
800
600
435 eeeeeenaaaaes .
400 60% .
200 31%
107 16 :
Fully insured Self-insured, 100% Other - :
with an insurance but with stop-loss self-insured Primarily :
company coverage CDHP :
]
NUMBER OF EMPLOYEES
N=1400
0% 3% 0% 1%
—10, —1% L 10 — 1% 5%
e, 19% Ea 20%
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e, ... 18%
[ ] ° .
L] ° .
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L] ° .
B L[]
L]
..
94% 88% 88% LI
° L]
° L]
66% .
L]
44% ‘e,
L] ° N .
®e
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0, o0
& A s, |
1-24 25-49 50-99 100-499 500-999 1,000-2,499 2,500 2,500-10,000 Greater than
upwards with with 10,000 with
. ; ) operations operations operations
I Fully insured with an insurance company within a across across
Self-insured but with stop-loss coverage specific state multiple states multiple states
Il 100% self-insured
Other
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DETAILED INFORMATION AREAS SECTION T CURRENT BENEFITS PRACTICES

The survey results show that group health plan choices typically vary by industry.
(2 of 2)

COMPANY'S CURRENT PRIMARY EMPLOYEE GROUP HEALTH PLAN

N=1400
1000
842
800
600
435
400 60%
200 31% 107 ”
Fully insured Self-insured, 100% Other - ,
with an insurance but with stop-loss self-insured Primarily :
company coverage CDHP
y
PRIMARY INDUSTRY
N=1400
0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

——1% wmm—-2% poA 3%
[ 4% | 5% o
8% ° % 1% 13% 11% 1% 10%
24%

81% 8% 4%
69% 68% 66% 62% 61% 57% 55% 55%
51% 47% 46% 43%)

Non-profit
Financial
Hospitality
Health Care
Technology
Distribution
Manufacturing
Insurance

Construction/Real Estate
Specialty Services/Legal
Engineering/Automotive
Consulting/Education
Governmental Entity
Energy/0&G/Utilities

Marketing & Communications

I Fully insured with an insurance company
Self-insured, but with stop-loss coverage
I 100% self-insured
Other
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DETAILED INFORMATION AREAS SECTION 1 CURRENT BENEFITS PRACTICES

TOTAL NUMBER OF LIVES COVERED BY CURRENT GROUP HEALTH
BENEFIT PLANS

TOTAL NUMBER OF LIVES COVERED

Base N=1400 No, of Lives Covered
(non-cumulative)
30% 30% 6,110.,000
20%
1,102,060
834,917 bl

16,374 97,095 309,742 289,071 J24.50 ) °

°® ® o ] o

6%
4% 4%
’ ’ 2% 3
1599 100-499 500-2,499 2,500-4,999 5,000-9,999 10,000-24,999 25,000-49,999 50,000+

TOTAL NUMBER OF LIVES COVERED
9,094,009

The survey included 1,400 employers with over 9 million employees, dependents, and
retirees.

® Red dots = Number of covered individuals per employer segment
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DETAILED INFORMATION AREAS

SECTION 1 CURRENT BENEFITS PRACTICES

CURRENT PRIMARY GROUP HEALTH PLAN ELIGIBILITY AND COVERAGE

DETAILS OR REQUIREMENTS

CURRENT GROUP PLAN ELIGIBILITY
Base N=1400

61%

1%

16
Fewer than 30 to fewer than 40 or more Don't know/
30 hours worked 40 hours worked hours worked unsure
per week per week per week
CURRENT DEPENDENT COVERAGE
Base N=1400
60%
3%
58 37
Only cover Cover adult Cover adult Don't know/
dependent children, whether children, whether unsure

or not dependent,
until age 26 with
employee
contribution

or not dependent,

until age 26 with
no employee
contribution

children until plan
specified ages

*|f the employer does not provide health coverage to full-time employees in
any month and at the same time, at least one full-time employee enrolls in an
exchange and qualifies for a premium tax credit or cost sharing reduction for
that month.

Under Health Care Reform,
penalties may apply to
employers with at least 50
full-time employees (who
work an average of 30 hours
per week)* beginning in 2014.

B Currently 83% of
employers require at least
30 hours of work per week
for benefit eligibility.

To the extent that a plan
provides dependent coverage,
effective for plan years
beginning on or after
September 23, 2010,
dependent coverage must be
provided for adult children
until they turn 26.

B Currently 60% of
responding employers
cover dependent children,
but only up to certain
ages, typically lower than
age 26.

Willis North America [ |

10



DETAILED INFORMATION AREAS SECTION 1 CURRENT BENEFITS PRACTICES

HEALTH CARE REFORM WILL PROHIBIT PLANS FROM HAVING ANNUAL

OR LIFETIME LIMITS

CURRENT LIFETIME PLAN LIMITS
Base N=1400

62%

37 154
Lifetime limits No lifetime limits for No lifetime limits Don't know/
for all individuals certain employees unsure
across the based on qualifying
company factors; annual limits

for all others

CURRENT ANNUAL PLAN LIMITS

Base N=1400
49%
37%
0,
P 164
32
Annual limits No annual limits for No annual limits Don't know/
for all individuals certain employees unsure
across the based on qualifying
company factors; annual

limits for all others

Sixty-five percent of
responding employers have
lifetime limits in place for
benefits.

Thirty-nine percent of
responding employers have
annual limits in their benefit
plans.
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DETAILED INFORMATION AREAS

SECTION 1 CURRENT BENEFITS PRACTICES

HEALTH CARE REFORM MANDATES INCLUDE LIMITS ON WAITING
PERIODS AND MINIMUM LEVELS OF COST TO BE COVERED BY PLANS

CURRENT WAITING PERIOD FOR NEW HIRES
Base N=1400

46%

20% 25%

B B -
115

30 days or less 31-60 days 61-90 days Greater than
90 days

CURRENT PERCENT OF COSTS COVERED
Base N=1400

48%
33%

667
3% 5%
I

1 75

Less than 30% 30-60% 60-80% Greater than
of all covered of all covered of all covered 80%
services services services of all covered
services

Beginning in 2014, group
health plans will not be
permitted to impose any
waiting period in excess of
90 days.

Eight percent of responding
employers have waiting
periods in excess of 90 days
and will need to reduce their
waiting periods.

Beginning in 2012, group health
plans will be required to provide
notice to employees regarding
whether the plan provides
minimum essential coverage
and pays less than 60% of the
total cost of benefits under the
plan. Eighty-one percent of
respondents’ plans cover the
minimum necessary to comply
with the Health Care Reform
mandate.

Willis North America m 12



DETAILED INFORMATION AREAS SECTION 2 REACTIONS TO PROVISIONS/REQUIREMENTS

SOME EMPLOYERS RESPONDED THAT HEALTH CARE REFORM IS
EXPECTED TO POSITIVELY AFFECT EMPLOYEES' PHYSICAL WELLBEING
AND JOB MOBILITY, BUT HAVE AN ADVERSE IMPACT ON THEIR
PRODUCTIVITY

LIKELY POSITIVE EFFECTS ON WORKFORCE AFTER THE ENACTMENT
OF THE HEALTH CARE REFORM LAW
(Base N=1400)

Improving workforce productivity 70 1%

Attracting employees 8% W&

Retaining employees 10% A%

Improving employee health and wellness 19% 2%

Increasing employees' health consciousness 26% 2%

Increasing employee job mobility 20% 3%

Il Strongly disagree
I Disagree

Neither agree nor disagree
Il Agree

Strongly agree
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DETAILED INFORMATION AREAS SECTION 2 REACTIONS TO PROVISIONS/REQUIREMENTS

A MAJORITY OF EMPLOYERS EXPECT THE LEGISLATION TO RAISE
THE COSTS OF THEIR HEALTH PLANS, ADMINISTRATIVE COSTS AND
EMPLOYEE CONTRIBUTIONS (1 oF 2)

EXPECTED INFLUENCE OF HEALTH CARE REFORM LAW ON THE COMPANY'S GROUP HEALTH PLAN
IN THE FOLLOWING AREAS
(Base N=1400)

2%

Group health plan costs will increase 53% 0%

1%

Administrative costs for maintaining the % 15%

0, o
company's group health plan will be higher A% E
2%

Portion of employee contribution will 8%

. . 27% 1%
increase, to reduce impact on costs

2%

More indivi‘duals will be covered 5% 19% 23% 16% 1%
in group health plans

Employee preventive health care
(wellness) programs will require more
mandatory participation

37% LS 3%

Shift to consumer-driven health plans (CDHPs)

0, 0,
in place of traditional group health plans 31% 13%

Adoption of voluntary disease management 5% 16% 40% 8% 2%
and wellness programs will increase

Intend to maintain medical plan’s 9% 18% 32% 10% 3%
grandfathered status

Costs for providing retiree health 4% 6% 22% 14%
benefits will increase

At least one of the company’s medical plans
would likely become deemed a “Cadillac Plan” 12% 26% 25%
and subject to 40% excise tax in 2018
Implement smaller 6% 22% 51% 5% L
hospital/physician networks
ZI%
Leadership will differentiate the company in the
marketplace by offering a superior benefits 1% 35% 39% 1%

package to attract and retain talent

Consider moving to a 17% 24% 34%
100% self-insured model
I Strongly disagree
I Disagree
I Neither agree nor disagree
Agree
I strongly agree

Not applicable
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DETAILED INFORMATION AREAS SECTION 2 REACTIONS TO PROVISIONS/REQUIREMENTS

A MAJORITY OF EMPLOYERS EXPECT THE LEGISLATION TO RAISE
THE COSTS OF THEIR HEALTH PLANS, ADMINISTRATIVE COSTS AND
EMPLOYEE CONTRIBUTIONS (2 oF 2)

Eighty-eight percent of surveyed employers believe that group health plan costs will
increase. Seventy-six percent of surveyed employers expect that administrative
compliance costs will rise, and 72% of employers plan to increase employee contributions
in an attempt to offset the impact of higher administrative and premium cost increases.

However, the survey respondents also expressed a reassuring assumption — 52% of

respondents anticipated that there would be an increase in the number of employees
covered under employer-sponsored benefits.
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DETAILED INFORMATION AREAS

SECTION 2 REACTIONS TO PROVISIONS/REQUIREMENTS

EMPLOYERS WERE DIVIDED IN THEIR OVERALL SUPPORT OF THE
FOLLOWING HEALTH CARE REFORM GOALS

COMPANY'S GENERAL RESPONSE TO THE FOLLOWING HEALTH CARE REFORM PROVISIONS

(Base N=1400)

Employees working 30+ hours are eligible
for group health benefits (2014)

No lifetime or annual benefit limits

Plans must pay 60% of all
covered services (in 2014)

Adult children covered to age 26

Automatic enrollment for new hires

Excise tax for high cost
("Cadillac”) plans (in 2018)

Strongly oppose
Moderately oppose
Neutral

Moderately support
Strongly support

U

23% 25%

21% 22%

38% 23%

|
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DETAILED INFORMATION AREAS SECTION 2 REACTIONS TO PROVISIONS/REQUIREMENTS

RESPONDENTS GENERALLY EXPECT THE ADULT CHILD COVERAGE
MANDATE WILL INCREASE COSTS

ESTIMATE OF HEALTH CARE PLAN'S CHANGE OF COST AS A RESULT OF
COVERING ADULT CHILDREN THROUGH AGE 26
(Base N=1400)

No material change in cost

Increase by less than 1%

Increase by 1-4% 35%
Increase by 5% or greater
Don't know
Already cover
Employers are divided
INTENTION TO IMPLEMENT THE FOLLOWING WITH REGARDS TO inh ressivel
DEPENDENT ELIGIBILITY N "how aggressively
(Base N=1400) they will implement

plan design changes in
order to mitigate the
impact of the adult child
coverage mandate.

Require proof of no other coverage available to
children prior to covering (for grandfathered plans)

Modify premium tier rates (e.g. add Employee+l,
Employee+2, Employee+3, etc.)

Impose a higher premium share
for all dependents covered

Maintain current eligibility rules for
dental, vision, etc. (where such programs are not
subject to health care reform provisions)

Other

Bl Ve
- NO
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DETAILED INFORMATION AREAS SECTION 2 REACTIONS TO PROVISIONS/REQUIREMENTS

CURRENTLY, EMPLOYERS ARE NOT SEEKING TO IMPLEMENT WHOLESALE
CHANGES TO THEIR WORKFORCE IN ORDER TO MINIMIZE, DELAY OR
REDUCE COSTS DIRECTLY OR INDIRECTLY

ACTIONS BEING CONSIDERED FOR HEALTH PLAN ELIGIBILITY
(for employers currently requiring more than 30 work hours per week
to maintain health plan eligibility)

(Base N=1400)

Change schedules of part-time workers to prevent them

from becoming health coverage eligible under new law

Pay penalty and make no changes in plans currently offered [LLRZ]

Purchase low-cost package for part-time employees

Make no plan changes, but anticipate increased 0
yAL)
group health plan enrollment

Bl Ves
No
In order to effectuate
HEALTH CARE REFORM AUTOMATIC ENROLLMENT PROVISION the automatic
OPTIONS LIKELY TO BE OFFERED p|an enrollment

(Base N=1400) .
requirement,

Use lowest cost plan alternative m employers are
considering using the
lowest cost plan

KN alternative.

Impose maximum 90-day waiting 31%
period prior to auto-enrolling 0

Establish new benefit option to use as 18%
default plan for enrolling new hires 0

Other E

I Ve
No
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DETAILED INFORMATION AREAS SECTION 2 REACTIONS TO PROVISIONS/REQUIREMENTS

GENERALLY EMPLOYERS DO NOT BELIEVE THAT THE HEALTH CARE
REFORM LEGISLATION WILL REDUCE THE PACE OF RISING HEALTH CARE
COSTS. THEREFORE, THEY ARE LIKELY TO SEEK SPECIALIZED
ADVISORS TO ASSIST THEM WITH MITIGATING THE COST TRENDS

WHEN IS HEALTH CARE REFORM LIKELY TO BEGIN REDUCING THE
COST OF EMPLOYERS' MEDICAL INSURANCE PLANS?

(Base N=1400)

7%

19%

2% 4% 4%
__ e |

2011-2013 2014-2016 2017+ Never Unsure

COMPANY'S FUTURE LIKELY SOURCE FOR STRUCTURING
PRIMARY EMPLOYEE GROUP HEALTH PLAN
(Base N=1400)

69%

24%

I —

Broker Specialized Health insurance Other
consultant company directly

Willis North America [ |
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DETAILED INFORMATION AREAS SECTION 2 REACTIONS TO PROVISIONS/REQUIREMENTS

A MAJORITY OF EMPLOYERS EXPECT TO MAINTAIN THEIR PLANS
RATHER THAN ENCOURAGE EMPLOYEES TO USE STATE EXCHANGES

IN 2014, IF THE NEW STATE EXCHANGES OFFER COMPETITIVELY PRICED RATES FOR INDIVIDUAL EMPLOYEE
HEALTH COVERAGE, HOW LIKELY IS YOUR ORGANIZATION TO CONSIDER THE FOLLOWING ACTIONS?

(Base N=1400)

Continue to maintain your current 5% | 1%
employer-sponsored group medical plan

Terminate your current group medical plan and direct
workers to the state exchanges to individually purchase
coverage, with no increase in their compensation

Terminate your current group medical plan and direct workers to the
state exchanges to individually purchase coverage, and increase their
compensation to reflect the employer cost saved for health care coverage

I Not at all likely

I Somewhat unlikely
Not sure

Bl Somewhat likely
Very likely
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DETAILED INFORMATION AREAS SECTION 2 REACTIONS TO PROVISIONS/REQUIREMENTS

EMPLOYERS HAVE A GENERAL DESIRE TO AVOID PAY OR PLAY
PENALTIES

LIKELY EMPLOYER RESPONSE TO THE PAY OR PLAY PENALTIES IN 2014
(Base N=1400)

Invest in the requisite employer-sponsored
group health plan and avoid the penalties

Pay the $2,000 penalty per employee and direct workers to the
state exchanges to individually purchase coverage

Pay the $2,000 penalty per employee and direct workers to the state
exchanges to individually purchase coverage - and increase their
compensation to reflect the employer cost saved for health care coverage

Il ot at all likely

I Somewhat unlikely
Not sure

Il Somewhat likely
Very likely
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DETAILED INFORMATION AREAS SECTI

ON 2 REACTIONS TO PROVISIONS/REQUIREMENTS

SMALL BUSINESSES THAT ARE AWARE OF THE WELLNESS GRANTS

AND TAX CREDITS WOULD LIKE TO

TAKE ADVANTAGE OF THEM,

BUT MOST ARE NOT SURE OF THE DETAILS

WELLNESS GRANT
(Base =Employers with fewer than 100 employees, N=491)

Are you aware of the new Wellness Grant Program that
could help your firm subsidize the cost of starting a
wellness program for your employees?

Is your organization likely to apply for the Wellness grant?

Yes

I \o
B Don't know

SMALL BUSINESS TAX CREDIT

(Base=Employers with fewer than 25 employees, N=173)

Are you aware of the new Small Business Tax
Credit of up to 35% for qualifying groups?

Do you know if your company is eligible for this Tax Credit?

Yes
B o Is your organization likely to apply for this Tax Credit?

I Don't know

0|°/o
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DETAILED INFORMATION AREAS SECTION 2 REACTIONS TO PROVISIONS/REQUIREMENTS

INFORMATION SOURCES TEND TO FOCUS ON SPECIALISTS

TYPICAL INFORMATION SOURCES ON THE HEALTH CARE REFORM STATUTE OR REGULATIONS
(Base N=1400)

'a
|

Law firm H

Insurance carrier
Insurance broker

Trade association

In-house personnel

(e.9., HR, legal team)

Free resources and tools as

published by government agencies

Rank 1
I Rank 2
B Rank3

Third party consulting organization

Respondents were asked to rank the top three sources they would go to when they
needed information on the health care reform statute or requlations. The top resources
were: 1) in-house personnel, 2) insurance brokers, and 3) insurance carriers.

Willis North America m 23



DETAILED INFORMATION AREAS SECTION 3 GENERAL PERSPECTIVE ON HEALTH CARE REFORM

RESPONDENTS GENERALLY BELIEVE EMPLOYERS MIGHT MAKE THE
FOLLOWING CHANGES TO THEIR BENEFIT PLAN DESIGNS IN RESPONSE
TO THE HEALTH CARE REFORM LAW

EMPLOYERS IN GENERAL ARE LIKELY TO MAKE THE FOLLOWING CHANGES IN THEIR GROUP
HEALTH BENEFIT PROGRAMS AS A RESULT OF THE HEALTH CARE REFORM LAW

(Base N=1400)
Increase employee contributions ERZ
Increase spousal and/or dependent 6% 44%
contributions to offset increased costs
Reduce health coverage benefits or purchase 6% 15% 46%
lowest-cost health benefits package
Dropping coverage for part-timers altogether in 2014 [RIRZS 13%
Consider terminating coverage for retirees in 2014
Reduce access to group health coverage asa 14% 30% 30%
workplace employee benefit

22%

Change employee schedules to fewer than 30 hours per week,
to prevent workers from becoming health coverage eligible

Stop group health coverage after 2014 and encourage all
employees to obtain coverage from the State Exchanges

I Not at all likely

I Somewhat unlikely
Not sure

I Somewhat likely
Very likely

The survey responses indicate that employers feel employee benefit plans are
important. Nevertheless, health care reform will affect the manner in which employers
plan to offer medical benefits. While only 38% currently expect their businesses to
reduce access to benefits, significant majorities expect that businesses in general will
essentially reduce benefits by taking one or more of the following actions: reducing the
value of the benefits package, increasing employee contributions, or increasing the cost
of coverage for spouses’ and dependents’ coverage.

Willis North America [ |
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DETAILED INFORMATION AREAS SECTION 3 GENERAL PERSPECTIVE ON HEALTH CARE REFORM

BUSINESS LEADERS GENERALLY BELIEVE EMPLOYERS MIGHT MAKE
CHANGES TO BENEFIT PLANS IN ORDER TO ‘BALANCE OUT’
ANTICIPATED INCREASED COSTS

OTHER POTENTIAL EFFECTS OF THE HEALTH CARE REFORM LAW ON AN EMPLOYER'S OVERALL PRACTICES
(Base N=1400)

Rebalance the benefits offered by the company to
offset expected increases in health care cost

34%
1%

Decrease the coverage for other specialty
benefits such as dental or vision

Reduce compensation and/or future salary raises

Small employers will limit workforce to 49
employees beginning in 2014

Reduce employment through layoffs or by
shifting workers to part-time schedules

Greater employee mobility as a result of no preexisting
conditions and less feeling of ‘job lock’

Employers will drop health care coverage and pay employees
greater salaries to obtain health care elsewhere

Begin or expand offshoring

Accept reduced profits by assuming that the entire industry is
going to be affected similarly

Hl Strongly disagree
I Disagree

Neither agree nor disagree
Il Agree

Strongly agree
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DETAILED INFORMATION AREAS SECTION 3 GENERAL PERSPECTIVE ON HEALTH CARE REFORM

BUSINESS LEADERS GENERALLY BELIEVE EMPLOYERS MIGHT MAKE
CHANGES TO BENEFIT PLANS IN ORDER TO ‘BALANCE OUT’
ANTICIPATED INCREASED COSTS

While employers felt fairly strongly about the value of their group medical benefits to
their workforces, they were less likely to expect that OTHER employers would be equally
as protective of the benefits and compensation levels they offer to their employees.

Most respondents expect that companies in general will not accept a uniform reduction

in profits across the board. This implies that many companies will be looking for advice
on strategies to mitigate health care costs.
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APPENDIX

FINAL RESPONDENT SAMPLE SPREAD

FINAL RESPONDENT SAMPLE SPREAD

EMPLOYEE EMPLOYER SIZE TOTAL SAMPLE
BENEFIT PLAN

MIDDLE LARGE
Via Insurer 449 373 20 829
e mmm
100% self-insured 2 12 93 107
Other* 13 3 0 16
TOTAL SAMPLE 492 683 225 1400

*Primarily Consumer Driven Health Plans (CDHP)
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APPENDIX RESPONDENT PROFILES

PRIMARY INDUSTRIES AND FULL-TIME EMPLOYEES REPRESENTED

PRIMARY INDUSTRY
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APPENDIX

BUSINESS AREAS AND ROLES REPRESENTED

BUSINESS ROLE REPRESENTED

15% )
1% 9% 8% 8%
I I l . . 4% 3% 2% 1% 1%

38%

o o
o o
O <

200

Sjuapuodsay Jo 'oN

0

peaT wes|

J1abeuejy 108l01d

15AjeUY

JNS/jueynsuo)

Jabeuej uoineaoT

uosJadiieyg/auyied/iaumo

13qWaJ pJeog/juswabeuely “9ax3

1{Y10

9|0y Alosinsadng

3]0y dAIIRASIUILIPY

JUBWAORURH 10JUSS/98%3 JojUaS

BUSINESS AREA REPRESENTED

10%
2% 2% 1% 1% 1% 0%

1%

15%
B =

58%

1,000

o O o o
© O o o
© W T

sjuapuodsay Jo ON

Juawdo|anaq
R U21e3s8Y "UoIjeAOUU|

uolIngLsIg

321A13S JBWOISNY

$21351607 PUB UOI1INPO.J

buiayIe pue sajes
‘Juawabeuely JUnody

11 pue suorjesadg

JuaWabeuey

aoueuly

uopjessIuILIpY

$921N0Say UBWNH

29

Willis North America



APPENDIX RESPONDENT PROFILES

GEOGRAPHIC REGIONS REPRESENTED (US)

GEOGRAPHIC REGIONS REPRESENTED (US)
(Base N=1397)
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Northeast Southeast North Central South Central West Coast

Northeast Region: NY, PA, MD, DE, NJ, CT, RI, MA, NH, VT, ME

Southeast Region: WV, KY, TN, NC, SC, VA, DC, GA, AL, MS, FL

North Central Region: MT, ID, WY, ND, SD, NE, KS, MN, MO, WI, IL, MI, IN, OH, IA
South Central Region: UT, AZ, CO, NM, OK, TX, AR, LA

West Coast Region:  AK, WA, OR, CA, NV, HI
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APPENDIX COMPARISON OF GROUP HEALTH PLAN SOURCES

COMPARISON OF GROUP HEALTH PLAN SOURCES

From which source did your company For future plan years, from which source
obtain advice for structuring its primary is your company most likely to obtain
employee group health plan? advice for structuring its primary

employee group health plan?

PRIMARY GROUP HEALTH PLAN PRIMARY GROUP HEALTH PLAN

2% 3%

0,
2% | 4% | 4%
i
-0%
87% 81%
60%
65%

. 50%

Fully insured Self-insured, Fully insured Self-insured, _ Other- 100%
~withan but with with an but with primarily CDHP self-insured
insurance stop-loss insurance stop-loss
company coverage company coverage

I Broker I Broker
Specialized consultant Specialized consultant

I Health insurance company directly B Health insurance company directly
Other Other

Willis North America m 31




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


