City of Franklin
Common Council and Board of Public Works and Safety
Special Joint Meeting Minutes
Saturday March 16, 2013

The special meeting of the Common Council and the Board of Public Works and Safety of the City of
Franklin, Indiana came to order at 9:05 a.m. in the Council Chambers located on the first floor of City
Hall, 70 E. Monroe Street, with Council President Steve Barnett presiding. Council members Joe Ault,
Ken Austin, Rob Henderson and Board of Public Works member Robert Swinchamer were present. The
Clerk Treasurer Janet Alexander was also present, In addition to the elected and appointed members
both Stephanie Shepherd the Payroll Coordinator, and Senior Planner Joanna Myers were present to
assist with the presentation. Some department heads and employees also attended the meeting including:
Ron Collins, Deputy Chief Tennell, and Chip Orner.

The purpose of this meeting was to receive and discuss information about the cutrent employee medical
and dental benefit program. Mr. Barnett turned the meeting over to M. John Auld of Franklin Insurance.

The following documents were presented and discussed:

Group Life & Medical Insurance 2012 Experience Report

Self-Funding Insurance Health Insurance

UMR Summary of Benefits and Coverage

Reinsurance / Stop Loss

Graph — City of Franklin 10 Year Expense Trends

Graph -- Franklin Medical / RX Claims / Expenses vs. Aon Hewitt Annual Trend

City of Frankiin Total Expense Summary

Repott: Wellness Programs — Are They Worth Their Weight? An Overview of Workplace
Wellness Programs; Their Return on Investment; and Current Trends

UMR — Patient Protection and Affordable Care Act Implementation Timeline (dated 2011)
2013 City of Franklin Group Health / Dental Enrollment Form

A discussion was held however no decisions were made and no action was recommended.
Mayor McGuinness arrived after 11:00 am.

The meeting adjourned at 11:50 a.m.

Respectfully submitted,

Janet P. dlexander, Clerk-Treasurer
Enrolled: 4-6-13

foseph McGuinness, Mayor
Attest:

Janet P. Alexander, Clerk-Treasurer
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Self Funding Insurance Health Insurance

Self-funding is an arrangement in which an employer funds medical expenses and contracts with
a third party administrator (TPA) to provide administrative services and process claims for the
group’s medical and dental benefit plan. Many factors affect an employer’s decision to self-fund,
particularly the ability to assume the risk involved. An employer can generally save 10-25% of
fully insured premiums for providing employee health insurance.

Self funding your employee benefit plans allow you the flexibility to control risks and the
ancillary costs associated with insurance plans. They include:

Self-funding treats predictabie claim costs as expenses rather than as insurable risk items.
In a self-funded plan model, employers determine the amount of risk that is appropriate
for their company.

Employers purchase stop-loss insurance to protect against catastrophic claims.

Risk charges, insurance company reserves, and most premium taxes are avoided.
Self-funded plans are governed by ERISA instead of state insurance law.

In a self-funded plan, the employer can either fund expenses as they come due or deposit
expected or maximum costs into an account each month.

Unbundling expenses of a employee benefit plan by contracting for services
independently, i.e. third party administrators, PPO networks, employee assistance
programs, life & disability insurance, stop-loss coverage & large case management.

Stop Loss Insurance

The purpose of stop loss insurance is to provide financial protection to the plan sponsor, by
capping financial exposure of claims.

Stop-loss insurance is neither health insurance nor reinsurance. It’s more closely resembles a
catastrophic coverage that indemnifies a plan sponsor from abnormal claim frequency and / or
severity. Stop-loss claim reimbursements can be made for a variety of benefits, including
medical, prescription drug, dental, and others. Severe, high-dollar claims such as cancer, organ
transplants, and dialysis are considered “shock loss” claims which can give plans the most
concern when they consider self-funding.

There are two forms of stop loss insurance: specific and aggregate. Specific stop-loss, protects
the plan against catastrophic claims incurred by an individual employee during the plan term.
Aggregate stop-loss limits the plan’s exposure for the claims generated by the entire group
throughout the plan year.




Specific Stop-Loss

Specific stop-loss coverage is purchased to limit the plan’s financial exposure on any one
individual. The exposure (i.e. specific deductible) should be a function of the company’s size,
risk tolerance, financial resources, location, plan of benefits, PPO network, and claims

experience.

Example: A group purchases specific stop-loss coverage with a $150,000 specific deductible. An
individual has claims that exceed $150,000. The stop loss carrier reimburses the plan eligible
claims paid out by the plan, in excess the $150,000 specific deductible. Therefore, if the plan
paid $500,000 in eligible claims, the stop-loss insurance carrier would reimburse the plan
$350,000. With specific coverage, the plan can file a specific claim at the time it incurs the [oss.
The premium for the specific stop-loss coverage is expressed as a monthly rate (e.g. per
employee, single, family, composite, etc.)

Aggregate Stop-1.0ss

With specific stop-loss, we're protecting the plan from individual catastrophic claims. But what
happens when “routine” claims are greater than what the plan had projected? Aggregate stop-loss
is the answer to protect against a higher than average frequency of claims. Aggregate stop-loss
limits the financial liability of the plan, for all eligible plan members (e.g. the entire group).
Eligible claims, below the specific deductible, will accrue and towards an aggregate deductible,
also referred to as an “aggregate attachment point,” which is determined by the underwriter, and
based on the plan’s projected claimns. An underwriter will also consider the plan’s historical
claims experience as well as the group’s demographic, the current vs. proposed plan design,
provider networks, and a number of other factors. Aggregate stop-loss claims are usually made
following the conclusion of the aggregate stop loss policy period, and determined by comparing
the eligible aggregate stop- loss claims for the period to the annual attachment point. Aggregate
claims in excess of the aggregate attachment point are reimbursed to the plan.

Stop-Loss Contract Types

When an employee is covered by a fully-insured plan and incurs a claim during the effective
period of the contract, the employee simply submits the claim fo the insurance carrier, and either
the employee or the provider is paid the benefits due. This is known as “incurred” contract.

A stop loss contract operates differently because it is actually insuring the employer and not the
individual employee. It is important to grasp this concept. When a plan is self-funded, the stop-
loss contract insures the employer against catastrophic losses under the plan. The medical plan
established by the employer accepts the responsibility for paying providers’ claims for
individuals but limits its risk with stop-loss coverage. Individual employees are not personally
insured by the stop-loss carrier.
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Methodology

The information presented in this paper has
been compiled from multipte sources,
including thought leadership studies and
other materiat offered by and available on
various stakeholder and industry websites.

Sources used are listed at the end.

Executive Summary

Workplace wellness programs present employers with one strategy
for counteracting rising health care costs. Yet, over the years
employers have not been quick to offer these programs; their rise in
popularity has been a slow one. Many employers still seem to be
questioning whether or not wellness programs are worth the
investment.

This report discusses what wellness programs are, why employers
utilize them, and what some of the challenges are.

Workplace wellness programs can be any number of activides
such as flu shots and health fairs offered by employers
designed to promote healthy behavior in employees and their
families.

These programs aim to influence employee hehavior —
educating and motivating them to make healthy lifestyle
choices. Healthier employees will in turn help employers
lower health care premiums and decrease productivity losses.

As with anything, wellness programs present challenges:

© The success of a wellness program is heavily
dependent on employees and their behavior. To reap
the benefits of a wellness program, employers must
achieve employee participatior.

0 Measuring the success (or ROI) of these programs is
difficult to do accurately and comprehensively.

This report also examines the topic of return on investment of
wellness programs.

Over the past two decades, research has been undertaken on
the topic of ROT; most industry literature and research agrees
that the typical return on a wellness program is §3 - $6 for
every $1 invested, with savings realized 2+ years after
implementation.

And, finally, this report presents current marketplace trends.

The incidence of wellness programs has been growing over
the past few decades — slowly but steadily. Not surprisingly,
more large employers are offering wellness programs than
small employers.

2 Weliness Programs - Are They Worth Their WEIght" Copyright © 2010 by The Center for Strategy Research, Inc.
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Many resources are avaitable and much

information exists on the topic of Wellness
and Wellness programs. Some of the most
popular and widely used websites include:

The National Wellness Institute, Inc.:
www.nationalwellness.org

Partnership for Prevention: www.prevent.org

U.5. Centers for Disease Control and
Prevention (CDC): www,cdc.gov

The Wellness Councit of America:
www.welcoa.org

A Healthier State of Mind

Fisst introduced in the mid-1970s, workplace wellness programs grew
up as 2 result of various factors during that decade, such as an
increasing cultural interest in fitness, the occupational health and
safety movement, the growth and emergence of health promotion
groups, and the industrial health care burden.

With the current national healthcare crisis and ever-tising health care
costs, workplace wellness programs have become more and more
mainstream in recent years as a business strategy to combat escalating
healthcare costs.

Wikipedia defines a workplace wellness program as a combination of
educational, organizational, and environmental activities designed to
support behavior conducive to the health of employees in a business
and their families. Workplace wellness programs can take many
shapes and size. Some examples of elements/activities of such
programs include:

®  Flu shots

¢ Wellness newsletters

s Health fairs or nutrition classes
*  Cancer screenings

*  Weight management programs
*  Gym memberships

®  Smoking cessation programs

Often employers evaluate the health profile of their employees and
design wellness programs based on known diseases and/or
charactesstics of a certain population.

e Wihes Bebipng Wellnsse

On the surface, it is fairly obvious that healthier employees will
benefit employers (as well as society in general). When employees or
their family members become sick, or chronically ill, employers ate
impacted in many ways, both directly and indirectly. Poor employee
health affects a company's bottom line directly through its health care
costs. Yet, it also impacts the bottom line indirectly through lower or
lost productivity due to absenteeism (missing days of work) and
presenteeism (not working or being productive while at work due to
poor health, sleep deprivation, etc.). Turnover also becomes a cost if
the employee is no longer able to work.

Both health care costs and productivity losses are very costly for
employers, particularly during this recent economic downturn. Over
the last decade, employer-sponsored health insurance ptemiums have
increased 131 percent, and the average employet-sponsored

3 Weliness Programs - Are They Worth Their Weight?  copyright © 2010 by The Center for Strategy Research, Inc.



Spatight: IBM's Global Wellness
indfiathves

As the company states on its website: "At
{BM, we have long understood that investing
in prevention and well-being makes sense for
both our employees and our business. The
company has identified employee health risk
reduction and maintenance of low health risk
as a key requiremnent under IBM's Well-being
Management System. Wellness and heafthy
tiving are considered a company norm and
employees are supported in this endeavor
through IBM's wellness programs.”

The company introduced its reward-based
wellness program 5 years ago. Today, the
program is very well developed with an
extensive portfolio of wellness offerings
around the world., The use of technology is
frportant for reaching the global, mobile
workforce and atso in allowing for customized
country-specific programs.

IBM offers employees up to two $150
payments a year if they complete Internet-
based assessments organized around healthy
eating, exercise, overall health, and
children’s health. To earn payments,
employees must meet specific requirements
such as weight loss, diet change, or
attainment of physical fitness goals, with
each option.

Examples include: a $150 rebate available for
workers who promise to engage in 30 minutes
of physical activity three times a week for 12
weeks; and a $150 rebate for weight
management and nutrition including keeping
food diaries to increase consumption of fruits
and vegetables.

4 Wellness Programs -~ Are They Worth Their Weight?

The Whys Behind Weliness {cont.)

premium for a family of four costs close to $13,400 a year',
According to the Partnership for Prevention, in 2008, U.S. employers
spent nearly $26 billion per year or §1,685 per employee per year on
productivity losses due to employee and family health problems.

The CDC estimates that more than 75% of employers' health care
costs and productivity losses are related to employee Lifestyle choices.

Excerpt from What’s Holding You Back: Why Should (or
Shouldn’t) Employers Invest in Health Promotion Programs

for Their Workers?: "A large body of medical and epidemiological evidence
shows the links between common, modifiable, bebavioral risk factors and chronic
disease. Employees with seven risk factors — tobacco use, bigh blood pressure, high
cholesterol, overweight or obesity, high blood sngar, high stress and physical
inactivity — cost emplayers 228 percent more than those lacking those risk
Factors."*

Therefore, the logic is if employers can impact employee lifestyle
choices, they can impact their company's health care and productivity
costs. So, employers are proactively using wellness programs to help
employees to be healthier and make healthier lifestyle choices.

Unhealthy Healthier Healthier
Employee Employee employees, lower
lifestyle > lifestyle => health care
cholces choices costs &
ﬁ |\_ productivity losses

Wellness
Programs

The Challenges of Wellness Programs

Two areas present significant challenges for employers when
undertaking these programs.

» Employee participation: The success of these programs are
dependent on factors outside employers' control: employee
adoption and maintenance of the healthy behaviors, employees
keeping health risks low, employees not getting chronic diseases,
and employees not leaving the company. A very important first
step in workplace wellness programs is employee pasticipation.

! The Henry J. Kaiser Family Foundation. Employee Health Benefits: 2009 Annual
Survey. Septernber 2009.

2 Goeizel, Ron Z,, and Ozminkowski, Ronald J., "What's Holding You Back: Why Should
{or Shouldn't) Employers {nvest in Health Promotion for Their Workers?” North Carolina
Medicat Journal, December 2008, p. 429.

Copyright © 2010 by The Center for Strategy Research, Inc.



Sources

2007 Health Confidence Survey
Employee Benefit Research Institute (EBRI)

2009 Kaiser/ HRET Employer Health Benefits Survey
The Henry ]. Kaiser Family Foundation and the Health Research and
Educational Trust (HRET)

Bebhind the Numbers: Medical Cost Trends for 20710
PricewaterhouseCoopers' Health Research Institute, June 2009

Definitions and history from wikipedia.org

Employer Health Incentives

Hatvard School of Public Health Review

Winter 2009, Retrieved online at

htip:/ /www.hsph.harvard.edu/news /hphr/winter-
2009 /winter09healthincentives. htmiffincentives

Financial impact of Health Promotion Progranss: A Comprebensive Review of
the Literature by 5.G. Aldana
American Journal of Health Promotion, 2001: 15(5): 296-230

Finding the ROI in Wellness Incentives by John Cummings
Business Finance Magazine, August 11, 2008

"TBM's Global Wellness Initiative’ viewed on the IBM Website:
www.ibm.org

PwC Health and Well-Being Tonchstone Survey
PricewaterhouseCoopers, 2009

Reducing the Risk of Heart Disease and Stroke: A Six Step Guide for

Employers
Centers for Disease Control {CDC)

The Road Ahead: Driving Productivity by Investing in Health 2008
Hewitt Associates

"The ROI of Wellness' by Tony Zook (CEO and President of
AstraZeneca}, Retrieved online at

bitp:/ [ waww.forbes.com/ 2006/ 04/ 21 ] weilness-prograns-gold-standards-
ex_iz_ 0424 wellness. btm!

The Study of Employee Benefits Trends
MetlLife, 2009
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Sources (cont.)

Study: Weliness Programs Are Truly Paying Off
HR.BLR.com, Retrieved online at
htzp:/ | br.bir.com/ news.aspx?id=80393

Top 5 Strategies to Einhance the ROI of Worksite Weliness Programs
Wellness Council of America (WELCOA) Special Report

Website of the Department of Labor: wwm.dolgov/ ebsa/
Website of Healthy Government 2010: wwmw. bealthypeopie.gov

Website of the National Wellness Institute, Inc.:
www. nationalwellness.org

Webhsite of the U.S. Centers for Disease Control and Prevention
(CDC): www.cde.gov

Wellness and Beyond: Employers Excanine Ways to Improve Health and
Productivity and Reduce Costs
Hewitt Associates, August 2008

A WELCOA Expert Interview with Ron Goetzel: The Cost of Wellness
Wellness Council of America (WELCOA), May 2004

What's Holding You Back: Why Should (or Shonldn’t) Employers Invest in
Health Promotion for Their Workers? by Ron Z. Goetzel and Ronald J.
Ozminkowski

North Carclina Medical Journal

Nov/Dec 2006, vol. 67, number 6

 What's the ROI on Wellness? by Joha Carroll

Managed Care Magazine, February 2008

Worksite Health Promotion and Welluess: Affecting the Bottom 1 ine
North Carolina Medical Journal
Nov/Dec 2006, vol. 67, number 6.
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Acregrisdy

When creating and impiementing Wellness
programs, employers need to be sure that
they fit within a number of legal boundaries;
probably the most important of these are the
nondiscrimination rules under HIPAA,

Very generally, HIPAA's nondiscrimination
rules prohibit:

1) group health plans from denying an
individual eligibility for benefits based on a
heaith factor, and

2} group heatth ptans from charging simitarly
situated individuals different premiums or
contributions or imposing different
deductible, co-payment or other cost sharing
requirements based on a health factor.

However, there is an exception that alfows
plans to offer wellness programs (including
varying deductibles, co-payments, etc.) if
they meet some specific standards and
criteria. To help employers navigate these
legal waters, the Department of Labor (DOL)}
provides answers to frequently asked
questions as well as a checklist of the rules
and restrictions on its website,

5 Wellness Programs - Are They Worth Their Weight?
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» Employee participation (cont.): Will employees participate in
the wellness activities and will they take them setiously enough to
modify their lifestyle choices? This is a significant challenge
facing employers. PricewatethouseCoopers conducted a recent
study of 694 U.S. companies in a wide variety of industries and
found that fewer than 40 percent of eligible employees actually
enroll in their workplace wellness programs.

» Measuring ROI: As mentioned above, since there are both
direct costs and indirect costs associated with wellness programs,
return on investment (ROI) of such programs can be difficult to
accurately and comprehensively measure. Also, every program
and level of investment is unique to the employer; participation
levels are unique; employee health and health outcomes are also
unique. Many employers do not even attempt to measure
program ROL According to Hewitt's 2008 Investing in Health
Survey, few employers have programs that include
comprehensive reporting and accurate ROI assessment. Without
measuring return, a program has no measure for success.

‘'hat is the RO! on Wellhess?

It's the big question on employers' minds: What is the ROI on
workplace wellness programs? While employers realize that wellness
programs are socially responsible, many are left wondering — are they
worth the cost and/or investment to my organization?

Research has been conducted by various organizations and groups
trying to answer exactly this question. It is commonly reported in the
marketplace that for each $1 investment by an emplover, a $3 - $6
return (in the form of cost savings) is realized 2 - 3 years after
implementation.

In 2001, a review of more than 73 published studies found that
employers saved an average $3.50 (due to reduced health care costs
and absenteeism) for every $1 spent on wotk-based wellness
programs.3 In 2003, another literature review that analyzed 42
studies found that worksite wellness programs lead to a more than
25% reduction in absenteeism, health care costs, and
disability/wotkers' compensation claims costs.*

These programs, for the most patt, are still in their infancy for the
mainstream, average employes, and more data and research are still
needed on this issue. Yet, with health care costs predicted to continue
to rise in the years ahead, these numbers are very encoutaging,

3 Aldana 5.G., "Financial impact of Health Promotion Programs: A Comprehensive Review
of the Literature,” American Journal of Health Prometion, 2001: 15(5); 286-230.

4 Chapman L. Meta-evaluation of worksite health promotion economic return studies. Art
of Heaith Promotion Newsletter. 2003 Jan/Feb; 6{6): 1-10.
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L you know?

Healthy People 2010 is a national health
promotion and disease prevention initiative.
The overalt objectives of the program are to
improve individual health and quality of life
and also to eliminate health disparities
between segments of the population.

Two of the program's goals are specifically
related to workplace wellness programs:

= Increase the proportion of all worksites
that offer a comprehensive employee
health promotion programs to their
employees to 75%.

= Increase the proportion of employees
who participate in employer-sponsored
promotion activities to 75%.

Wil do BEmplovess think?

Trends Among Employers

Slow & Seady Growih - With Large Employers Leading
the Way

Although estimates vary, recent research suggests that workplace
wellness programs are becoming more and more common,
particulatly among larger employers. Workplace wellness programs
are growing at a slow but steady rate. Three recent studies teport an
increasing trend in wellness programs over the past few years:

*  Kaiser/ HRET's 2009 Annsal Employer Health Benefits Survey
reported that 58% of employers offering health benefits offer
at least one wellness program, up from 27% in 2006.

Y Metl ife's Seventh Annwal Employee Benefizs Trends Stndy 2009
cited that 33% of employers are offering wellness programs,
up from 27% in 2005.

®  PrcewaterhouseCoopers' 2009 Health & Well-being Touchstone
- Survey reported that 71% of employers offer wellness
programs, up from 69% in 2008.

It's not surprising to find that large employets are largely driving this
trend. All three studies report that more large employers are utilizing
wellness programs than small employers are (see the table below).
Please note each study defines large employets slightly differently.

According to the Employee Benefit Research
Institute's 2007 Health Confidence Survey,
emptoyees feel favorably about workplace
wellness programs. The majority (82%) of
employees surveyed report being strongly or
somewhat positive about employer sponsored
wellness programs overalt.

The study results also reported that about
three-quarters of employees think employers
show concern for their workers when offering
wetlness programs, but about two-thirds feet
employers are only concerned about their
bottom line and nearty half say these
programs intrude on worker privacy.

6 Wellness Programs - Are They Worth Their Weight?

% Currently Offering
Study Large Employers Smatl Employers
Kaiser/ HRET's 93% 57%
Merl ife's 61% 13%
PricewaterbouseCoopers' 78% N/A

The Use of Incentives

Employets often offer incentives - both monetaty rewards (e.g. cash
bonuses) and non-monetary rewards (e.g. days off from work) - to
employees. Incentives can be used to motivate participation in,
completion of, and/or enrollment in the program or a certain aspect
of the program.

The most commonly used incentives age: gift cards, premium
deductions, cash bonuses, merchandise (t-shirts or movie tickets),
and gym discounts. Incentive amounts usually range anywhere from
$50 to $300 per employee.

Copyright @ 2010 by The Center for Strategy Research, Inc.




National Employee Benefits Advisory Forum
Sponsored by Center for Strategy Research, Inc.
101 Federal Street, Suite 1900

Boston, MA 02110

(617} 451-9500

nebaf@csr-bos.com

We are continuing to invite Human Resource executives, Finance executives,

Brokers, and Consultants to join the National Employee Benefits Advisoty Forum.,

If you or someone you know is interested in joining, please visit www.NEBAF.otg and click
Join Us. Or, email us at nebaf @csr-bos.com for more information on how to join.
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