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EMPLOYEE BENEFITS SURVEY

Health Care Most Pressing Issue for Country, Workers Say

HAT IS top of mind for your
employees? Most likely it's health
care.

A new study by the Employee Benefits
Research Institute and market research firm
Greenwald & Associates found that workers
rank health care as the most important issue
facing the country.

The survey found that 26% of workers
ranked health care as the most important
issue in the nation, followed by immigration
at 18%, the role of government (16%) and
jobs (13%).

What's on workers’ minds

e 74% of workers cited health insurance
as one of the top three most important
benefits in a job.

* 52% of workers cited a retirement
savings plan as one of the top three most
important benefits in a job.

e 47% of workers said they were extremely
or very confident about their ability to get
the health treatments they need today.
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Sklmpmg on care to save money, and more

45% of workers said they had delayed going to the doctor for symptoms that arise.
50% said they only went to the doctor for more serious conditions or symptoms.
20% of workers surveyed were extremely or very satisfied with the cost of their health
insurance plan, as well as the costs of health care services not covered by insurance.
* 48% reported experiencing a rise in health care costs over the past year, (that's less on average

than what was found in previous surveys).

®  63% said higher costs had prompted them to exercise more and eat healthier foods.
® 51% said higher costs had prompted them to choose generic drugs more often.

The findings should give employers pause
before they consider tinkering with benefits
and shifting more costs to workers, particularly
since they are concerned about being able to
get the treatment they need.

Despite the above findings, many workers
are happy with the quality of the health care
they receive under their health plans:

¢ 82% of workers said they were
extremely, very or somewhat satisfied
with the quality of the medical care
they receive.

¢ 50% of workers said they were extremely
or very satisfied with their health plan,
and 33% are somewhat satisfied.

The takeaway for employers

What you can take away from this
survey is that in order to retain and keep
talent, you need to ensure you have a
solid health plan that doesn’t saddle your
workers with too much of the cost burden.
You should work with us to find the most
cost-effective plans with good networks for
your employees.

As the job market remains hot, it's
imperative that you don’t go with the same
plan year after year. There are options to
consider that can provide your workers with
better care and less expensive services,
such as telemedicine and health clinics. +

Barnard Insurance Group
Wishes you a Happy New Year
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PHARMACEUTICAL COSTS

Investigation Uncovers Possible Generic Drug Pricing Cartel

uncovered an alleged cartel among generic drug

manufacturers to fix the price of some 300 medications,
adding new fuel to the debate about raging price increases in the
pharmaceutical industry.

While a number of name-brand drug makers have been named
and shamed for their massive price increases - sometimes hun-
dreds or thousands of percent higher - the article looks at how
something similar has been going on in the generic drug market.

A case that started as an antitrust lawsuit brought by two states
has spurred a massive investigation into alleged price-fixing by at
least 16 companies that make 300 generic drugs. Now 47 states
are party to the lawsuit, seeking to recoup perhaps billions of dol-
lars.

In addition, pharmacies and other businesses have filed their
own lawsuits against the generic drug makers. One such suit docu-
ments huge price hikes - like a 3,400% increase in the price of an
anti-asthma medication - and investigators believe that generic
drug producers colluded to raise prices in tandem or not make their
products available in some markets or through specific pharmacy
chains.

The scale of the alleged collusion was summed up by Joseph
Nielsen, an assistant attorney general and antitrust investigator in
Connecticut, whose office has taken the lead in the investigation:
“This is most likely the largest cartel in the history of the United
States,” he told the Washington Post.

If the allegations are true, the parties affected run the gamut
from consumers, who have high copays or high deductibles for their
pharmaceuticals, to hospitals and insurance companies. And many
health industry observers were surprised to learn the news, consid-
ering that generics are supposed to be a safety net for patients to
ensure access to quality medications at a reasonable price.

Two former executives of one generic drug maker, Heritage
Pharmaceuticals, have pleaded guilty to federal criminal charges.
They are now cooperating with the Justice Department.

The article describes the coziness among executives from com-
peting generic drug makers and how they would allegedly collude
to raise prices.

A N INVESTIGATIVE report by the Washington Post has
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There has been no estimate of how much the generic drug com-
panies allegedly overcharged over the years, but even if it's a fraction
of the annual sales of $104 billion a year, it would be substantial.

The drug makers that the Washington Post was able to reach
denied the allegations.

Coordinated price hikes ‘almost routine’

The generics industry used to be highly competitive, according
to the story, but over the years, things changed and suddenly alleg-
edly “coordinated price hikes on identical generic drugs became
almost routine,” the Post wrote.

The alleged price-fixing affects 300 generic drugs, according to
the report. Generics account for 90% of the prescriptions written,
however they only account for 23% of the total drug spend in the
country, according to the Association for Accessible Medicines.

And still, the prices of a benchmark set of older generic drugs
in the Medicare prescription-drug program dropped 14% between
2010 and 2015.

But, for the 300 drugs in question, prices went up, according
to the lawsuits. That’s why pharmacies have also come to the
fore to sue.

They were on the front lines when they started noticing marked
increases of hundreds of percent in the prices of some generic
medications.

If the collusion turns out to be true, it essentially reverses the
possible gains when a generic drug enters the market.

According to the Federal Drug Administration, prices fall up to
50% when a second generic enters the market. And once there

are six or seven companies making the same
generic drug, the price usually falls 75% from
L ——
| ——

the original cost of the brand name pharma-
ceutical. +¢
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NEW YEAR'’S GIFT

Deadline Extended to Provide ACA Tax Forms to Employees

a gift by extending the period during which they are required
to furnish essential Affordable Care Act-related forms to their
employees.

Applicable large employers (ALEs) to whom the ACA employer
mandate applies will now have until March 4, 2019 to furnish
their employees with Forms 1095-B and 1095-C for 2018. The old
deadline was Jan. 31, 2019.

Also, the IRS is extending relief from penalties to employers who
file or furnish incorrect or incomplete statements if they can show
they made a good-faith effort to comply.

ALEs with 50 or more full-time and full-time-equivalent employees
are required under the ACA to file and furnish certain forms every
year. The forms relate to the health coverage, if any, that the employer

T HE INTERNAL Revenue Service is presenting employers with

offers to its full-time employees.

Entities are required to report information to the IRS, as well as
furnish statements containing similar information to individuals.

Forms 1095-B and 1095-C are sent to employees who receive
employer-sponsored health insurance.

IRS regulations generally allow for 30-day extensions on an
individual employer basis. However, in light of the current guidance,
no additional extensions will be provided for the 2018 reporting year.

Deadlines for reporting to IRS unchanged

Deadlines for reporting to the IRS using Forms 1094-B, 1095-B,
1094-C and 1095-C remain the same and reporting must be done
by Feb. 28, 2019 if using paper, or by April 1, 2019 if reporting
electronically. *°

IRS Increases Health FSA Contribution Limit for 2019

THE INTERNAL Revenue Service has raised the health flexible spending account (FSA) contribution limit by $50 to $2,700 for plan years
beginning in 2019. It has also changed the high deductible health plan (HDHP) limits for deductibles and out-of-pocket costs.
The order also contains the cost-of-living adjustments that apply to dollar limitations in certain sections of the Internal Revenue Code. **

O —~F 2019 2018
New FSA, HDHP limits Individual/family Individual/family
Annual HSA contribution limit $3,500/ $7,000 $3,450/ $6,900
Minimum annual HDHP deductible $1,350/ $2,700 $1,350/$2,700
Maximum out-of-pocket for HDHP plans $6,750 / $13,500 $6,650 / $13,300
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HEALTH SAVINGS ACCOUNTS

Few Employees Get the Most out of Their HSAs

HILE MANY health benefits advisers have been
w recommending that employees with health savings "'

accounts use them as savings vehicles that can be dBARNARD INSURANCE crour
tapped for future medical care, a new study finds that most people 1100 8th Street

are spending the bulk of the funds. Wichita Falls, TX 76301
The study by Willis Towers Watson found that 65% of workers
were using their HSAs to pay for current medical expenses, and
only 8% of them used them as savings vehicles for future medical
expenses. The rest used their accounts only when necessary, and
saved the remainder.
In short, many people are not taking full advantage of these
plans. But all is not lost, with our help you can educate your staff
who have HSAs on how to get the most out of them and also secure
a more secure future for themselves when they will at some point
need the money for medical procedures.
The study found that only 45% of employees surveyed had more
than $5,000 stashed away in their HSA. So, in essence they are
mostly being used as spending accounts.
Additionally, the study found that 45% of employees had chosen
not to participate in their employer’s HSA plan.
One issue that’s confronting employees with HSA and 401(k)
plans is deciding how much to allocate for each one. The study
found that: Employees not optimizing their FSAs
o 22% of financially adept employees followed the recom- Another area where a majority of employees fail to optimize their
mended strategy of maximizing their 401(k) contributions  savings vehicles is flexible spending accounts. FSAs have a “use it or
up to their company’s match before contributing to their HSA.  lose it” feature, meaning that most of the funds set aside have to be
e 25% contributed to their HSA before their 401(k) if the 401(k)  spent on medical expenses during the year, although a portion can be
didn’t have a matching employer contribution, a strategy also  carried over to the next year.
recommended by financial experts. Still, 32% said they had difficulties in spending all of the money in
their FSA in any given year. On the flip side, 48% said they wished they
had put more money into the account.
Both FSAs and HSAs are funded with pre-tax dollars from the
employees’ salaries.

The takeaway

Willis Towers Watson recommends that employers educate their
staff on how to get the most mileage out of their HSAs and provide
online tools to help them decide if they should use their HSAs to pay
for medical expenses or pay them out of pocket.

These online tools for making “save versus spend” decisions will
often be on the HSA account’s portal or website. The tools may include
retirement savings calculators and health care price transparency
services.

The tools are most valuable as they can quickly help employees
make sound and educated decisions. It's been found in previous
studies that one-third of employees access their HSA portals on a
regular basis:

e 38% view their account information on a monthly basis.

*  33% view their account information on a quarterly basis. <*

Produced by Risk Media Solutions on behalf of Barnard Insurance Group. This newsletter is not intended to provide legal advice, but rather perspective on recent regulatory issues, trends

and standards affecting health insurance, voluntary benefits, 401(k) plans and other employee benefits. Please consult your broker or legal counsel for further information on the topics
covered herein. Copyright 2019 all rights reserved.
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