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Introduction

e Buzz surrounding private exchanges has quieted

 Employers are looking for results and others’ experience to better understand
viability and effectiveness of private exchanges

* Private exchanges often touted as a solution to reduce the administrative
burden (exacerbated by ACA reporting requirements), enhance the
employee experience and save money

» Hesitation to jump into an exchange stilllingers

e Survey attempts to shed some light on how exchanges are performing and
provide employers with an objective source of information

e Survey was conducted by the Private Exchange Evaluation Collaborative
(PEEC) is an initiative launched by four leading nonprofit business
coalitions (Employers Health Coalition, Midwest Business Group on Health,
Northeast Business Group on Health, and Pacific Business Group on Health)
and PricewaterhouseCoopers (PwC) .
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Survey Overview

e Conducted in the 4thquarter 0f2016
» Fourth year of survey of HR / Benefit Professionals nationwide
o Survey intended to help employers understand how peers are thinking
about private exchanges:
* Views and intentions on private exchanges
* Timelines for consideration
* Information about private exchanges considered most important, or
still needed

» Experiences of early adopters Distribution of Employer Size

* Report summarizes results of over
250 employers, representing 12
different industries

m <500
employees

= 500-2,400
employees

' m2,500-9,000
employees

= >10,000
employees

These results are meant to be directional in highlighting changes
happening in the employer market



Section 1: Key Findings



Key Finding #1

Respondents appear at a crossroad. Plan design choices indicate "wait and
see' approach, but contribution and role indicate movement towards an
employer facilitated / defined contribution approach to health benefits

* Generally plan types are not changing short term HDHP/HSA —1;4%
0

— 37% currently offer a PPO and will continue to

— HDHPs with HSA option will jump 3% rro [, o
points to 34% o
— Other plan options remain about the same HMO - 16%

=2018= 2017
 Employers are considering changing from an

employer-centric to an employer-facilitated model in

the next 3-5 years Employer-centric is defined
— 78% of employers currently use an employer as the employerestablishing
centric model, compared to a projected rate of benefits and contiibutioniates
54% Employer-facilitated is
— Less than 20% currently use an employer defined as the employer
facilitated model, which will more than double to providing a financial
42% in the next 3-5 years contribution to employeesand

allowing them to select froma
portfolio ofoptions
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Key Finding #1 (cont’'d)

Respondents appear at a crossroad. Plan design choices indicate "wait and
see' approach, but contribution and role indicate movement towards an

employer facilitated / defined contribution approach to health benefits

Although 1/3 of respondents noted they will not make a change to their
contribution approach, many employers are moving to defined contribution
— 17% of employers are currently using a defined contribution approach

which will grow to 35% by 2020

o Despite negative press, employers
are leveraging the public exchanges

for certain employee cohorts
— 23% have already implemented 33%
26% 26%

for part-time employees 23%
— 19% have already implemented
for pre-65 retirees
— 33% have already implemented
for COBRA

Use of Public Marketplace forEmployees

16% 16%

COBRA

Part-time Pre-65retiree

m2013Responses W 2014Responses m2015Responses  m2016Responses
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Key Finding #2

Interest in private exchanges has declined due to a lack of credible information
In the market and a broad misunderstanding of the value proposition.

« 1/3 of employers have implemented or are considering a private exchanges across
the board for actives, pre- and post-65 retirees
— 32% of respondents have implemented (8.3%) or are considering (24.5%)
private exchange for active employees, down from 45% in 2015
— 34% have implemented or are considering a private exchange for post-65
retirees, down from 42% in 2015

e Over 3/4 of respondents say it is 72% 77%
iImportant that an advisor is independent
of any exchange being considered

- Consultants withoutan exchange
(70%+) and outside counsel (80%+)
were the advisors most likely to give
objective advice about private

It is veryimportant Public health If myindustrypeers
exch an ges that ouradvisoris  insurance exchanges  move to aprivate
independent of any will be a viable option exchange | am more
exchange we are for my company likely todoso
considering within5years

m 2015Respondents m 2016Respondents
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Key Finding #2 (cont’'d)

Interest in private exchanges has declined due to a lack of credible information
In the market and a broad misunderstanding of the value proposition.

Employers agree private exchanges are effective at offering more choice to employees
(76%)
— Over half of respondents also agreed private exchanges are effective at:

» offering a fully outsourced solution (59%)

» reducing benefits administration (56%)
e providing access to narrow/alternative networks (54%), however, more

information is still required for 1/3 of respondents
Employers are divided on whether private exchanges can reduce health care costs or

engage employees in their health, with 1/3 feeling more data is required

59% 56%

54%

36%

30%

Reducing healthcare

24% 24%
15%

11%
1 I

29%
19%

\
Engaging employees in Prowdlng access to alt. Providing an outsourced  Reducing benadmin
their health networks solution costs
® Not effective ® Somewhat/VeryEffective = Not Enough Information
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Key Finding #3
There is still quite a lot of confusion on what private exchanges are.

* News regarding the public exchange has had a negative impact on private
exchange adoption
— 61% of respondents said the perception of the public exchange is slowing
adoption of private exchanges

* 59% of respondents said the results of the 2016 election are slowing adoption of
private exchanges

Factors Slowing Adoption

62%
X 57% 53%

Perception of publicexchange Perception of Obamacare Employeereadiness

= Implemented m NotConsidering
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Key Finding #3 (cont’'d)

There is still quite a lot of confusion on what private exchanges are.

« Employers want to retain control of Attributes Employers Wish to
certain aspects when considering a Retain Control Over
private exchange: Plan design 88%
— Plan design (88%) Consultant/broker... 67%

— Self-insured funding (75%)
— Carrier relationship (71%)
— Consultant (67%) COBRA administrator 36%

Self-insured funding 75%

Carrierrelationship 70%

e Attributes which employers don’t need
to retain control:
— COBRA administrator (36%)
— Fully-insured funding (34%)

Fully insuredfunding 33%

“There is so much uncertainty with election and health policy. It is very difficult to forecast
strategy at this point. This is a timely survey as there is very little info on exchanges from non-
biased sources.”
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Key Finding #4

Opinions on effectiveness of private exchanges are skewed between
iImplementers/ considering and those not considering a private exchange.*

¢ Employers who are not considering a Effectiveness of certainattributes
private _exchan_ge are often ‘nay-sayers Respondentswho _ Respondents not
e Trends impacting the adoption of private Attribute implemented an considering an
exchange exchange
exchanges vary between the have
. . . Reducing healthcare 0 . 0 .
implemented and not considering - 58%effective 21%effective
_ 0 i i . .
59% Of _Implementers Sald the Rctjadt_lc!ntgbte'neﬂts 79%effective 49%effective
perception of Obamacare had no administration
impact on exchanges while 57% of Lr;pr:r?evriggemp'oyee 79%effective 3206 effective
nay-sayers say it slows adoption
Offering morechoice 5% noteffective 16% noteffective

— 47% of implementers say employee
readiness is increasing adoption lgﬁ;iarﬂgﬁsm 5% noteffective 24% noteffective
while 53% of those not considering
say it is slowing adoption

 When compared to others, implementers don’t feel as strongly about retaining control of
plan design, but want to control carrier relationships and self-funding

* 53% of implementers feel private exchanges are effective at engaging employees, whereas
35% of those not considering say private exchanges are not effective

*Percentages shown are directional as the sample size for these groups was too smallto be statistically significant.
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Key Finding #4 (cont’'d)

Opinions on effectiveness of private exchanges is skewed between

iImplementers/ considering and those not considering a private exchange.*

* Implementers have more confidence in private exchanges compared to those who
are not considering; those considering align more closely with implementers

— 58% of implementers have confidence in delegating compliance activities vs.
13% of those not considering

— 42% of implementers expect private exchange will save money compared to
16% of those not considering

— 37% of implementers believe the public exchange will be a viable option
within 5 years compared to 7% of those not considering

81%
58%

42% 42% 37%
16% 13% 7%
] . i e
Itis very importantthatour  Moving to a private exchangewill I have confidence delegating Public exchanges will be aviable
advisor isindependent save our organizationmoney complianceactivities option for my company within5

years
m Implementers  m Notconsidering

« 58% of implementers and those considering exchanges agree lack of independence of
consulting services is slowingadoption

*Percentages shown are directional as the sample size for these groups was too smallto be statistically significant.
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Section 2: Private Exchange Update
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Active Private Exchange 4 x 4

@, Gallagher Benefit Services, Inc.
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Private exchanges vary depending on the solution

Prlvat_e exchanges vary in the user Technology vs. Consulting Exchange
experience and the bundled Solutions
services.

* Technology solutions offer the
Infrastructure, allowing for the High o
most customization

e “Consulting” exchanges vary in o I@ o
their rigidity not only in the o E @ o

services they provide, but in the

Technolo
ay

plans offered and the user
experience

The solutions will continue to

Low

—

evolve, refining their value
proposition.

Low High
; >
Consulti

ng

A

.
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I .
Private exchanges: How do they really work?

Technology:

* Infrastructure for
Consulting: shopping experience
« Strategy: at exchange level * Decision support, tools to
« Financial: renewals, improve engagement

contribution strategy

» Compliance

Private
Exchange

Administration:

Administration « Enrollment and eligibility
maintenance

* Vendor management
* HR BPO - optional

pwe 19



Private Exchanges are a welcome disruption to the
traditional procurement and provision of health

benefits

Private exchanges should be viewed as a way to accelerate an evolved

strategy. Exchanges allow employers to meet their objectives of: enhancing the

employee experience, reducing the burden of administration, and saving
money. Private exchanges do this by providing the technology needed to
connect best in class programs and encourage real consumerism.

PIX are simply
a
modernization
of employer
sponsored
benefits,

pwe

More choice in carriers and plans than traditional benefit
programs, especially for smaller/mid-size companies

A platform to support the transition to defined contribution for
health care

Potentialleveraged purchasing arrangements across affiliated
companies

Sleek technology, with retail-oriented platforms and strong
decision support and recommendation software

Q@00

Unhinges the stickyrelationship between companies and their
consultants/brokers, leading to greater cost transparency,
reporting and accountability for results
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What is driving consideration of a private exchange?

Considerations

Current structure and costs
Alignment w/ corporate direction
Corporate culture
Workforce profile
Administration burden

What are my competitors doing

Regulatory chaos

Options
Self-manage

Set strategy
Financial management

Vendor selection &
management

Compliance
Employee relations

Set / influence strategy

Financial management
shared

Limited vendor selection
Compliance effort shared
Reduced administration

Tech to coordinate
programs




Section 3: Employer Strategies



Section 4: Polling Questions



Polling Question 1:

Do you think the majority of employers will
contract with a private exchange by 20257

A. Yes
B. No
C. Not sure

24



Polling Question 2:

How effective do you perceive private
exchanges are in saving overall health care

costs?
A. Somewhat Effective
B. Not Effective
C. Not Sure
D. Very Effective
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Polling Question 3:

How effective do you perceive private
exchanges are In saving health benefit
spend?

A. Very Effective

B. Somewhat Effective
C. Not Effective

D. Not sure
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Polling Question 4:

What are your two top concerns about
adopting a private exchange strategy?

A.

nmoow

Inability to select carriers or vendors
(e.g. wellness, HSA)

Inability to change or select plan designs
Inability to select funding approach

. Forced to outsource benefit admin.

Loss of Broker
Unbiased advisor

27



Polling Question 5:

Do you intend or have you moved to a full
HDHP replacement strategy?

A. Already moved

B. Considering moving In next 3-5 years
C. No

D. Not sure

28



Contacts

If you are interested in learning more or requesting customized results, please contact:

iﬂ:ovﬁns HEALTH'

Midwest Business Group on [Health

CRNORTHEAST

™ BUSINESS GROUP ON HEALTH

\'r

~» PBGH

PACIFIC BUSINESS
GROUP ON HEALTH
Negotiating Alliance

Coalitions

ChrisV.Goff
Canton, OH
CEO & General Counsel, EmployersHealth
330-639-2290

cgoff@ehpco.com

LarryS.Boress
Chicago, IL
President & CEO, Midwest Business Group on Health
312-372-9090x101
Iboress@mbgh.org

LaurelPickering
New York,NY
President & CEO, Northeast Business Group on Health
212-252-7440x224
laurel@nebgh.or

Emma Hoo
San Francisco,CA
Director, Pacific Business Group on Health
415-615-6320

ehoo@pbgh.org
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BarbaraP.Gniewek
New York, NY
Principal
646-471-8301

barbara.gniewek@pwc.com

Jasmine Macies

New York, NY
Senior Associate
646-471-8960

Jasmine.macies@pwc.com
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