London Health Administrators
Case Study: Health Reimbursement Arrangement

Business of FocusManufacturing Firm located in Rhode Island
¢ Health Plan Enrollment = 150 employees (100 sirgiéns and 50 family plans)

2007 - Health Plan Problem (before London)Health insurance premiums were making up 31%eManufacturing Firm’s
operating expenses, which was second highest ttogegpsalaries in terms of cost contributors. Hgvimore than one third of
their expenses going toward healthcare costs lihifte growth of the company.

The client needed a healthcare solution that dsetkthe cost of their group’s health insuranceyelbas, prevent the need to
implement employee contributions.

2007 Proposed Health Plaribased on 2006 benefit design)

Plan Name 2007 Total Annual
Employer

B Fremiums

Premiums

Old Plan Design: $1,070,374.80
BCBSRI $500/$1,000
Deductible Health Plan

O Employee Out of
Pock et Expenses

2007 — London’s HRA Healthcare SolutionBased on the Manufacturing Firm’s goals, LondomltteAdministrators
implemented their HRA program. The purpose of tht@mized HRA was to transfer the excess premiushsised by the
insurance carrier back to company. This was acHieyemoving the client to a high deductible hegltén, which decreased
their premiums. With the savings from the decreasedium, the employer created a benefit bankitolverse portions of the
employees’ deductibles. The amount of reimbursemest$1,500 after the employee paid the first #0thdividual plans, and
$3,000 after the employees paid the first $1,000&mily plans.

By self-insuring their employee’s'Mollar benefits the employer was able to savehosd employees that did not use medical
services. As predicted by London, only 18% of thgpkyees needed their deductibles reimbursed, whieains 82% of the
employees did not exceed their deductible. In titg the employer saved $38,181.78 compared t@¥f hought the lower
deductible plan.

2007 London’s HRA Solution

Plan Name 2007 Total Annual 2007 HRA 2007 2007 Total
Employer Reimbursement Admin Employer

Premiums Amount Fees Savings .
- B Premiums

Old Plan Design: $1,070,374.80 N/A N/A N/A B Emgloner R=imbursement
BCBSRI $500/$1,000

Deductible Health Plan O Adminstraton Fes

New Plan Design: §973,068.00 §52,375.02 s675000 (| $38,181.78 A Saungs
BCBSRI $2,000/$4,000 v O Emgloyes Out of Podket
Deductible Health Plan + Expensas
London’s HRA

* Disclaimer: London cannot provide real names li¢ts based on client’s confidentiality agreement



