What is the Percentage of Uninsured in Missouri
vs. High State, Low State, and US Average, 2004?
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Source: America’s Health: United Health Foundation State Health Rankings, 2004 Edition
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Do payments from each payer cover the cost of caring for its beneficiaries?

Private payers have

paid 12 to 31% over
the cost of care used
by their beneficiaries.

Relationship of Hospital Payment to Cost by Payer
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Note: In 2002, MEDPAC determined to no longer release Medicare and Medicaid Payments, and Uncompensated Care to the public.

Source: MEDPAC, Report to Congress: Medicare Payment Policy, March 2003.
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Has the health benefit trend lost momentum?

Annual change in average total health benefit cost
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How do changes in health insurance premiums compare to changes
in workers’ earnings and general inflation?
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Source: KFF/HRET Survey of Employer-Sponsored Health Benefits.
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How is each health insurance dollar spent?
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Source: Blue Cross Blue Shield Association Medical Cost Reference Guide, October 2004,
Adapted from Centers for Medicare and Medicaid Services, 2004.
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What is the average cost of health insurance, and how has the premium
shared by employees and employers changed?

Average Monthly Health Insurance Single Coverage Family Coverage
Premium , 2004
$308 $829

Average Employee Contribution

for Single and Family Coverage, 2000 vs. 2004
Although the average
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o increased only slightly.
5%
0%

Single Family

Source: Kaiser/HRET Survey of Employer-Sponsored Health Plans, 2000 and 2004.
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What is the Effect of Premium Increases on Family Income?
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Source: Kaiser/HRET Survey of Employer-Sponsored Health Plans.
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Salary increases have
remained relatively
constant (2 — 5%),
while employee
contribution towards
health insurance has
increased by 10 —
19% annually.
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How do employers promote consumerism in their health benefit offerings?

Consumer Driven Health
Plans provide:

By providing plan choices that allow enrollees to buy up to a richer plan

By using coinsurance payments (rather than set copays) which allow

consumers to benefit financially for choosing a higher valued alternative Consumers greater

choice of providers

By providing online decision support tools to compare treatment options,
safety tips, drug therapies, complication rates, prices, and, as available,
provider comparisons

By providing incentives such as a richer plan design or money into a
health account for participation in health behaviors or programs (e.g.,

and treatment

Information about
treatments,
alternatives, and
providers from which
to inform decisions

being a non-smoker or attending a smoking cessation program,
completing a Health Risk Assessment, etc.) Greater financial
. . . responsibility for
By offering tiered networks products that allow consumers to benefit decisions

financially if they choose a higher-value provider

Mercy Health Plans’ MyChoice
A different type of CDHP

MyChoice is designed to engage members in improving their health while providing the tools they need to better manage
their health status.

Members with positive health behaviors or who agree to take greater responsibility for their health qualify for enhanced
benefits in terms of lower premiums or lower copays.

www.mercyhealthplans.com
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What are the key elements of a Health Savings Account (HSA)?

An HSA is a tax advantaged savings account that can be established by an employer or an
individual and used to pay medical expenses (in some cases medical premiums).

To participate, individuals:
— must be covered by a “high-deductible health plan” with minimum
deductibles ($1,000/ $2,000) and maximum out-of-pocket limits ($5,000/
$10,000) indexed annually.

— cannot have other health care coverage (e.g., spouse’s non-HDHP plan,
medical FSA, Medicare).

Fund balances roll over from year to year, are portable and non-forfeitable. They
must be kept in a participant-owned trust or plan sponsor custodial account.

Annual tax free contributions are limited to the lesser of the HDHP deductible or
$2,600/ $5,150 for 2004 (indexed annually).

Fund’s earnings are tax-free, and unused funds roll over year to year.

HSA accounts are not tied to employment or employer-sponsored coverage.

Adapted from a presentation by Alan Loretta, Mercer Human Resource Consulting, St. Louis Office.
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How are Flexible Spending Accounts (FSA) and Health Reimbursement Accounts (HRA)
different from Health Spending Accounts (HSA)?

All are accounts that can be used to help fund employee health care expenses, but each has
distinctive characteristics:

FSA (cafeteria OR 125 plans) HRA (personal care accounts)

Who is the Plan Employer Employer

Sponsor?

Who is eligible? All employees except self-employed  All employees

Whose money is it? Employee contributes through a pre- Employer
tax salary reduction. Employer may
also contribute.

What is covered? Specified medical expenses, Qualified medical expenses.
generally those not covered by a Provides first dollar coverage until
health plan. funds are gone.

Are they portable? Not portable. Employee forfeits any Portable at employer discretion.

Do participants have unspent finds at year end. Balances roll over from year to year.

the ability to roll

balances over?

- . - # # # -$
- & §

For more information, see www.bls.gov.

Section A — Insurance Trends Page A10



How interested are employers in offering HSAs?

Employers report the following
Employers’ Likelihood of Offering a High-deductible motivations for offering HSAs:
Health Plan with an HSA by 2006
Promote employee
involvement in health
plan purchasing
O Not likely B Somewhat likely B Very likely Provide a savings vehicle
for retiree medical care

2005 56% Reduce/ control health
care spending
Offer employees an
affordable plan

2006 28% ,
Provide coverage for

employees not eligible

Source: Mercer Human Resource Consulting 2003 HSA Survey.
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