How to Purchase
Health Care Insurance
as a Small Business

Scott Chapin, Benefits Consultant
RJF Agencies
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Purpose of Session

» Decipher how to choose the best program

* Learn what consumer-driven programs
offer

» Discover strategies to combat rising costs
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Small Group Generalizations

Defined as 2-50 lives

Require standardized plan designs
Use rating caps

Offer guaranteed issue

Uniform applications unavailable
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Reasons for Purchasing Coverage

 Recruitment
 Retention
» Financial stability for key employees
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Group Versus Individual Insurance

« Cost
« Coverage, including maternity
e Tax benefits
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Group Coverage Eligibility

* Depends on state statutes
* Includes owners
 FTE-30 Hours Per Week-Non-Seasonal
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Employer Contributions

* 50% of single premium
* 0% of dependent premium
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Learn the Lingo

HMO (Health Maintenance Organization
PPO (Preferred Provider Organization)
HDHP (High Deductible Health Plan)
H.S.A. (Health Savings Account)

H.R.A. (Health Reimbursement
Arrangement)
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Learn the Lingo

Deductible

Coinsurance

Copayment

Eligible medical expenses
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Carrier Selection

* Independent agent/broker
 Direct writer
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Purchasing Process

1. Select independent broker/agent
2. Survey employees

3. Complete census

4. Understand rating caps
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Purchasing Process

5. Ask about uniform applications
or select three carriers

6. Wait for final rates

7. Base Rates/Final Rates
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Plan Design Options

» Traditional plans
— Deductible
— Coinsurance
— Office visit copayments
— Drug card
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Plan Design Options

« Consumer driven health plans (CDHP)
— Provides greatest control to member
— Requires member to pay routine expenses
— Protects member from catastrophic expenses
— Offers tax benefits
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Plans for Bike Shops

« Consumer driven health plans (CDHP)
— Lower premiums for company and employees
— Low expenses for healthy employees
— Tax benefits
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Plan Design Options

 Types of CDHP
— Health reimbursement arrangements (HRA)

— High deductible health plan (HDHP) with
health savings account (HSA)
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Health Reimbursement
Arrangements (HRA)

 Employer owns the account

— Employer reimburses employee for
expenses

— Employer receives tax benefits
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High Deductible Health Plan (HDHP)

» Lower premiums than traditional plan
» Higher deductibles than traditional plan
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HDHP Requirements

e Minimum deductible
—$1,200 single / $2,400 family
« Maximum out-of-pocket
— $5,950 single / $11,900 family
» Deductible
— (includes prescriptions and office visits)
— single / family
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Health Savings Account (HSA)

* Only available with HDHP

o Similar to “medical IRA”
— Employee owns account
— Funds qualified medical expenses

— Offers pre-tax contributions
* Pre-tax social security, medicare, federal taxes
» Pre-tax state taxes depends on state statutes
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Qualified Medical Expenses

» Plan defines based on FEHB law and
Section 213

* IRS Publication 502 provides guidelines

 Includes anything insurance normally
covers, including standard medical bills,
eye glasses, dental needs, over the
counter prescriptions

Integrity. People. Knowledge. Resources.

www.rifagencies.com

HSA Contributions

 Maximum contributions
— $3050 single / $6150 family

« Catch-up contributions for 55+
—$1000
 Employer may contribute to HSA
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Funds

Owned by the individual

Contributed pre-tax

Available at anytime

Grow tax free if used for eligible expenses

Grow tax deferred if withdrawn at
retirement

May be invested if bank offers
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Employer Benefits

Employee contributions are pre-tax from
employer’s social security and medicare

Employer contributions are business
income deduction, similar to premiums
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Consumerism 101

 CDHP/HSA promote people to price shop
» Pharmacies becoming price sensitive
» Doctors becoming aware
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Strategies to Combat Rising Prices

» Transparent Costs (Main Street Medica)
On-Line Phamacy Costs

Carrier Mail-In Precriptions

Ask Doctor for Alternatives-Rx

Use of Carrier “NurseLine”
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view all Procedures & Take Advantage of Low-Cost Generic Drug Programs =
Several pharmacies have programs to pravide a 30-day supply of many popular generic ¢
little as £4. Some also offer low-cost 90-day supply aptions. The drugs available and pric
through these programs wary by pharmacy. Not all pharmacies offer a low-cost generic p
are a few that da:

Offers $4 and $10 options:
sTarget
«Wal-Mart

Offers $10 and $15 options:
sKmart

wWhen you bring your prescription to a pharmacy with a low-cost generic program, be sur
your 1D card and ask for the lower generic rate,

Nota! In somnme cases, 3 twa percent MinnesotaCare tax may be applied to a prescription. Fore
prescription may actually cost $4.08. This fee is usually added when the cost of the prescript
the individual’s copay. Prior to making a purchase, you can always ask the pharmacy staff if
added o the price of your prescription, or if it is included in the posted price.

See How the Savings Add Up
The chart below shows examples of just how cost-effective it can be to swap a brand-nz
| generic one as of January 2009, >
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Welcome to Main Street Meadica

The more you know about cost and quality, the better prepared you'll be to discuss care
recommendations with your physician, Use Main Street Medica to help you get the most from your
health benefits,

The Choice is Yours
Select a location from the buildings below to see cost estimates for prescriptions, tests,

procedures and other treatments. Or, view: a complete list of procedures and conditions.

What's
Check out

Spotlight {
quality inf

Asthma
Back Pa
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Pharmacy . .
See estimated cost ranges for common surgical procedures.

Laboratory Services
Biopsy - Breast
Chiropractic Services gladder Scope (Cvstoscopy)
Cardiac Catheterization
Cardiac Rehab Session, with ECG manitoring
Cardiac Stress Test
Carpal Tunnel Surgery
Cataract Surgery with Artificial Lens Implant
Colonoscopy, without biopsy
Ear Tube Insertion and Eardrum Drainage
Electrocardiogram, tracing
Gallbladder Removal, Iaparoscapic
Hernia Repair, groin {inguinal
Intrauterine Device (IUD) Insertion
Kidney Stone Fragmenting (Lithotrinsy)
Knee Surgery, srthroscopic, with meniscectomy
Shoulder Surgery, arthroscopic, with scromioplasty
Upper GI Endoscopy
Wasectomy

View all Procedures &

4]

| 3
2] ’_,_’_,_’_ 0 Internet
.‘jstart | & 1 @& | [8)4 microsoft offics out... ~|| €8 3 nternet Explorer Microsoft PowerPoint - | & ETI| 4 J| 1F

H deskiop - MetaFrame Presentation Server C|

soft Internet Explorer

File Edt Wiew Favorites Tools  Help | o
SBak -~ = - @ [ 3|8 searh Favorites €3 | [~ & EE N oY
Address I hikp: [ vy mainstreetmedica.comfprocedure, aspxrid=70 J 6> GO ‘ Links | @ -

TFice wisitz before the procedure, medicalion and follow-up care.

lﬁ Cost Range Key:
Sort facilities by: | Cost Lower Cost Medium Gost -

Gallbladder Removal, laparescopic

Facility Name Average Cost Range Hou were these costs caloulated?
Abbott Northwestern Hospital $1,864.00 - $2,100.00

Mercy Hospital - ©oon Rapids $1,864.00 - £2,100.00

United Hospital $1,864,00 - $2,100,00

Units Hoepital $1,864.00 - $2,100.00

Esirvisy Ridges Hospital $2,101.00 - $3,400.00

Fairuisy Southdale Hospital $2,101.00 - $3,400.00

Horth Mernorial Medical Centar $2,101.00 - $3,400.00

St Francis Reqional Medicsl Center $2,101.00 - $3,400.00

Fairview Lakes Regional Medical Center | $z40L00 - §4,50600
st cloud rszatal Cgeameo-seseso

are registered service marks of Madica Health Plans.
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H desktop - MetaFrame Presentation Server C

rosoft Internet Explorer
File Edit VYiew Favorites Tools Help | i ,'
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Upper Gl Endoscopy

Facility Name Average Cost Range How were these costs calculated?
Abbott Northwestern Hospitsl $781,00 - $1,290.00
aspen Digestive Health Clinic $476.00 - $780.00
Awers Mckennan Hospital & Univ Heslth Center | $1.291.00-41,739.00
Buffslo Hospital $781.00 - $1,290.00
Cambridge Medical Center | $129L00-31,79%.00
Children's Heslth Care - Min | $781.00 - $1,290.00
Children's Health Care - ¢ Paul $781.00 - $1,290.00
Children's Healthcare west $781.00 - $1,290.00
Suvuna Reaional Medical Center | f1z9L.00-$1,789.00
Doualas County Hospitsl $476.00 - $780.00
Esirview Lakes Regionsl Medics| Center $781,00 - $1,290.00
Esirview Msple Grove Surgery Center, LLC $751,00 - $1,230.00
Fairyiew Northlsnd Regionsl Hospital | §1zet00-$1,739%.00
Fairuiew Ridaes Hospitsl $781.00 - $1,290.00
Fairuiew Southdsle Hospital $781.00 - $1,290.00
Glencoe Recional Health Services $476.00 - $780.00
HealthPartners Same Day Surasry Genter $476,00 - $780,00 |

I
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How to Choose The Best Program

Broker will present many deductible
options

Cost differences may be great-so will risks
Decision may be budget-dependent
Need to look at anticipated health claims
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» Higher deductibles-lower premium

» Take premium difference and fund
employee’s H.S.A. account

» Have option to change deductible at
renewal
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