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- Operations & Administration
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Healthcare

Jamie Battles




Macro trends
shaping employer-
sponsored health
benefit programs

Upturn in healthcare cost growth

» Provider contracts renewing at inflation driven price increases
* Market consolidation
* Drug cost like GLP-1s and other specialty medications

* PEOs will need to maintain UW rigor as small employers look for
cost savings

The Great Resignation may be over, but...

+ Labor shortages persist. Employers still challenged to fill
positions.

 Employees are inclined to stay in their current jobs but retention is
still important.

+ To be an employer of choice, health benefits must offer something
of value to everyone — and align with the way employees live and
work today.
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In setting priorities, employers seek to balance cost

management with offerings that employees will value
Most important strategies for the next 3-5 years

Managing high-cost claimants

Enhancing benefits to improve attraction and retention

Expanding behavioral healthcare access

Managing cost for specialty drugs

Improving health care affordability

Increasing use of virtual care throughout the health care journey
Enhancing benefits/resources to support women's reproductive health
Addressing health inequities/social determinants

Steering to high-value care (ACOs, COEs, etc.)

Employers with 500 or more employees
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m VVery important ® Important

51% 33%
45% 37%
38% 36%
43% 30%
30% 40%
13% 36%
20% 28%

15% 27%

12% 25%
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Transforming Time-Off

Enhancing benefits

Building flexible time-off programs help

combat the war on talent

What makes employees stay?
Vacation/time off shifted from
#20 in reasons employees stay
to #5 since 2020, with it being
#2 among Baby Boomers'

@2 Mercer @3 Marsh

Copyright © 2024 Mercer (US) Inc. All rights reserved.

13 states and DC have
passed Paid Family and
Medical Leave (PFML) laws

19 states are considering
adding some form of PFML

Counties and localities
are considering adding
some form of leave




Employer pressures have never been greater

Aligning

for today’s dynamic landscape

@

Focus on the employee-first
mindset to effectively
combat the war on talent

Competitive, flexible time
off programs that meet
employees where they are
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Leverage technology and
approaches that empower an
exceptional experience

Streamline the experience
with tools that empower
employees and reduce
vendor service gaps

Deliver an integrated, seamless
employee experience, helping
employees make informed decisions

Evaluate state leave laws,
coordinate with existing benefits
and ensure compliance
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Highlight solutions best
positioned to support employees
today and in the future

Optimize plan designs to help
employers control costs and
employees mitigate financial
risk
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Defined Contribution Trends

Competition- PEP

» o

Participant
Experience

=1

LI:I_I

Secure 2.0
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Competitive
Investment Options

o

Fiduciary
Considerations

2024 will bring an
increased focus on
value. For PEO’s to
deliver a competitive

retirement offering,
they will need to focus

on these trends.
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EPL Overview & Key Trends

@2 Mercer

Q: What is EPL coverage?

Employment Practices Liability (EPL) coverage
protects employers against lawsuits alleging
employment practices wrongful acts filed by
current employees, former employees, and
applicants, including:

- Discrimination

- Sexual harassment

- Wrongful termination

- Breach of employment contract

Covers defense costs, settlements, and
judgments

Generally seen as high frequency/low severity

@3 Marsh

Hot Topics &
Emerging Trends

COVID-19
#MeToo

Pay Equity/Transparency (change in minimum
wage)

Social unrest

Discrimination evolution

Biometric privacy laws

ADA claims and website accessibility
Marijuana in the workplace

Social inflation

Use of artificial intelligence (Al)
Employee monitoring

Political affiliation discrimination

Recent DOL rule to restructure the way
independent contractors are classified

NLRB final joint-employer rule

Ba PEO Considerations

Capacity: stable, however, carriers are reluctant
to increase capacity on PEOs with poor loss
performance

Coverage: tends to be manuscripted due to the
nuanced business practices at each PEO

Claims: PEO claims are led by discrimination,
wrongful termination and retaliation. In line with
the broader EPL market, claims continue to
come in at a steady pace, driving carriers to
increase retentions

Costs: carriers view PEOs as a loss rated
business. Since claims take several years to
develop costs are often predicated on the
portfolio’s past loss performance while also
taking into consideration the projected cost of
future losses

Particularly hard-hit industries include: health
care, manufacturing, retail, professional services,
education, and hospitality
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PEO Considerations

S

Co-Employment Model

* PEO becomes the employer of
record for certain employer
responsibilities, such as payroll
processing, benefits administration,
and compliance management.

« Client company retains control over
its day-to-day business operations
and the management of its
workforce.

@ Mercer @3 Marsh
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PEO Responsibility

PEOs assume a shared
responsibility and leverage their
legal and regulatory expertise to
help client companies adjust to
evolving employment laws.

Newly published NLRB joint
employer standard (filed on
10/27/23; makes it more difficult for
PEOs to deny “joint-employer”
status.

Effective Program Management

*  Work with a broker that has PEO specific
industry knowledge to help differentiate your
business in the marketplace.

+  Closely monitor claims activity to evaluate
your PEQ’s specific trends.

*  Work with client companies to implement best
practices for mitigating employment practices
claims.
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Workers
Compensation
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William O’Toole




Workers’ Compensation — Insurance Market Trends and Impact

@ Mercer

@3 Marsh

Pricing mp
Remained stable to
competitive for WC

Loss Sensitive Rate Trends
Avg Q4 Avg Q1

Capacity mp

Insurers continue seeking new WC
business opportunities for most
industry segments

Avg Q2 Avg Q3 Current

Average
‘22 ‘23 ‘23 ‘23 Trend
Workers’ Comp -5.4% +1.8% -4.6% +2.1% A

Guaranteed Cost Rate Trends

Avg Q4 Avg Q1

AvgQ2  Avg Q3 Current

Average
22 ‘23 ‘23 ‘23 Trend
Workers Comp -5.2% -1.3% -4.4% +0.2% A
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TCOR Reduction Strategy

Culture of Safety, Loss Prevention & Claims Management

Preventative Incident

Measures

Safety Culture Claims Develop

@ Mercer

v

Opportunity

v

Capture data elements

Model for current and
future performance

Benchmarking, industry
best in class

Quantify mitigation
opportunities

@3 Marsh

& Regulations

v

Protocols/Practices
& Legal Compliance

v

» Create a culture of
safety by promoting
awareness and
commitment among
clients and their
employees

* |dentify and evaluate
inherent hazards and
risks

* Ensure compliance with
safety regulations at all
levels

v

Prevent
Accidents

v

Training programs
Safety protocols
Operational reliability

Minimization of
accidents, injuries and
illnesses
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Responses

v

Investigation &
Continuous
Improvement

v

* Prompt response to
and investigation of
incidents; identify
causal factors and
implement corrective
actions

* Encourage employee
engagement and
feedback

« Safety audits,
inspections,
performance metrics

v

Early Intervention
& Claim Closure

v

Early identification of 20%
of claims that drive 80% of
costs

Early intervention on
complex claims

Identify settlement barriers
Define resolution strategy

Work file until postured for
closure

Recovery opportunities
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Operations +
Administration

for PEOs

Todd Davis




PEO Operations and Administration

Data Driven Decision Making

o)

Technology Integration and
Employee Experience

[ ]

Compliance and Regulatory Expertise

o

@3 Mercer @3 Marsh

Broadened Service Offerings to
Accommodate New Business Models

E
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welcome to brighter
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&% Marsh

Want to dig deeper?

Click to reach out to Mercer
Click to reach out to Marsh
Or email:

PEOInfo@mercer.com


https://www.mercer.com/en-us/solutions/health-and-benefits/employee-benefits-strategy-and-consulting/multiple-employer-solutions/peos/
https://www.marsh.com/us/services/affinity/products/professional-employer-organizations.html
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This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are not intended to be taken as advice regarding any individual situation and should not be relied upon as such. The
information contained herein is based on sources we believe reliable, but we make no representation or warranty as to its accuracy. Marsh shall have no obligation to update the Marsh Analysis and shall have no liability to you or any other party
arising out of this publication or any matter contained herein. Any statements concerning actuarial, tax, accounting, or legal matters are based solely on our experience as insurance brokers and risk consultants and are not to be relied upon as
actuarial, tax, accounting, or legal advice, for which you should consult your own professional advisors. Any modeling, analytics, or projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any
underlying assumptions, conditions, information, or factors are inaccurate or incomplete or should change. Marsh makes no representation or warranty concerning the application of policy wording or the financial condition or solvency of insurers
or reinsurers. Marsh makes no assurances regarding the availability, cost, or terms of insurance coverage. Although Marsh may provide advice and recommendations, all decisions regarding the amount, type or terms of coverage are the
ultimate responsibility of the insurance purchaser, who must decide on the specific coverage that is appropriate to its particular circumstances and financial position.
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