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Employee Benefit Highlight

Milliman’s Indonesia Health and Wellbeing Survey 2018



Prioritisation of benefits

How do you think your employees would rank the following benefit items at your company?
(up to five answers — starting with the 15t most important)

Inpatient/hospitalisation 75 100 51

Outpatient/clinical 105 84 31

Retirement 80 20 40
Annual leave 20 12 46
Maternity benefit |} 64
Insurance - life/disability/accident ) 8 18 Inpatient / outpatient

medical benefits are a key
part of reward in Indonesia

Car/transport 16 43

Dental | ¥ 35
Housing 25 4 9
Opticall/vision [t 22

Medical check-up/screening | 23
[ 1%t most important item

Meals [
[ 2" most important item

Other wellness benefits |Z1& B 3¢ to 5" most important item

Other leave 1

0 50 100 150 200 250
Number of responses
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Reasons for provision of healthcare benefits in Indonesia

What are your company’s main reasons for offering healthcare benefits?
(up to three answers — starting with the 15t most important)

Responsibility as a caring employer 69 32 10

Attraction and retention of employees 54 34 15

Engagement of employees 21
Supplement statutory requirements 10 1 . :
There is still a strong
Eollow tvoical market bracti sense of paternalism
ollow typical market practice amongst Indonesian
employers
Align with global or regional benefit strategy
Support employer brand and objectives B 1stmostimportant item
[ 27 most important item
Other [ [ 3 most important item
0 20 40 60 80 100 120

Number of responses
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Prevalence of healthcare benefits in Indonesia

Qutpatient / Inpatient /

Healthcare benefits - SO
clinical hospitalisation

Dental Optical Maternity

see high prevalence
in Indonesia

Al 93% 94% 75%

companies

76% 80%

Foreign
multinational Q4% Q4% 80% 80% 83%
companies
Indonesian o o o %
companies 92% 94 727 75

CGCG
COG
ONONO
COUG
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Funding of healthcare benefits in Indonesia

Outpatient / Inpatient / : ,
- S Dental Optical Maternit
clinical hospitalisation P y
100%
Use of insurance is 90%
highest for inpatient /
hospitalisation 80%
70%
60%
. Claims reimbursed directly by
company 50%
[ Insurance contract
e 40%
administrator
- Other 30%
20%
10%
0%

Funding of healthcare benefits
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Healthcare spending as a percentage of basic payroll

How much does your company spend on healthcare benefits as a percentage of basic payroll?
(combining BPJS and other healthcare benefits)

Don’t know
15%

Less than 5%
of payroll
21%

0)
3 O /0 15% of payroll

spent more than 10% of and moge
payroll on healthcare 10%
benefits

—

Between 5% and
9% of payroll
34%

—

Between 10% and
14% of payroll
20%

Percentage of basic payroll
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Annual healthcare cost increases in Indonesia

307

of those who said their
healthcare cost was
increasing saw increases
of more than 10% pa

) Milliman

Decreased

the same

Don’t know
18%

Stayed

Increased
52%

27%

Annual change in healthcare benefit cost
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Percentage increase

20% and over pa
8%

15% to 19% pa
11%

Under 5% pa

35%

10% to 14% pa
11%

5% to 9% pa
35%



Drivers of healthcare cost increases in Indonesia

What do you think are the top 3 drivers of healthcare cost increases at your company?
(up to three answers — starting with the 15t most important)

Whilst underlying medical
cost inflation is the key
driver, employers are

recognising that the
generous benefits offered
Impact on employee
behaviour

) Milliman

Medical cost inflation “ 42 6

Generous benefits offered 18 7

Increasing access to medical facilities 26 12
Advances in medical technology and treatments E 22 12

Employees overusing the healthcare benefits 21 8 10

Excessive prescription of medical treatment and
drugs E

[ 1%t most important item

Poor employee health [ENGE

[ 274 most important item

[ 3 most important item

Profit motives of healthcare providers/insurers F

0 20 40 60 80 100 120 140
Number of responses
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Cost containment measures in Indonesia
Aside from any wellness initiatives, which healthcare cost containment measures has your

company used?

967

of respondents have
used at least one cost
containment measure

) Milliman

Education sessions with employees on responsible
healthcare usage

Re-tendering insurance to seek better terms

Changing the benefits

Providing on-site healthcare services such as a clinic
or a visiting doctor

Applying co-sharing of claims costs

Changing the funding mechanism

Requiring employees to access a general practitioner
before referral to a specialist or hospital

Removing additional insurance and providing BPJS
healthcare only for certain employee categories

Applying co-sharing of premiums costs

© 2018 Milliman. All rights reserved. Proprietary and Confidential. For Milliman and Milliman client use only.
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20%

20%
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30%

3
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Reasons for provision of wellness programs in Indonesia

What are your company’s main reasons for offering or considering the provision of wellness
programs? (up to three answers — starting with the 15t most important)

Improve employee productivity

Control healthcare costs

Manage employee health risks
Engagement of employees

Promote healthy behaviours
Responsibility as a caring employer
Attraction and retention of employees
Support employer brand and objectives
Follow typical market practice

Align with global or regional wellness strategy

) Milliman

2

22

22

0

5

15

18

15

18

24

66 34 5

57 8 6

24 15

16 9

22 6 Improving productivity and
controlling healthcare

16 10 claims costs are the main
drivers for wellness

14 9

[ 1%t most important item
[ 27 most important item

[ 3 most important item

20 40 60 80 100 120
Number of responses
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Status of wellness programs in Indonesia

How would you describe the current status of your wellness programs?

Companies in Indonesia
are at different stages of

development on their
wellness offerings

) Milliman

Don’t provide wellness
currently, and have no
plans to

7%

Don’t know

8% Fully integrated

wellness strategy
21%

Don’t provide wellness
the next 2 years

10%

Mainly preventive
wellness initiatives only
17%

Multiple separate
programs running
independently of

each other
37%
Wellness programs status
© 2018 Milliman. All rights reserved. Proprietary and Confidential. For Milliman and Milliman client use only. 13



Prevalence of wellness programs in Indonesia
Which of the following wellness programs is offered to the majority of employees at your company?

Health and safety at work 52%
Health talks / fairs 45%
On-site exercise activities 39%
On-site medical facility / doctor 38%
Sponsorship of exercise activities 35%
Regular medical check-up/screening performed off-site (more comprehensive tests) 31%
Regular medical check-up / screening performed on-site (basic set of tests) 30%
Regular medical check-up / screening (part of insurance package) 28%
Healthy food offered on-site 27%
Vaccinations 27%
On-site counselling services 20%
Employee Assistance Program 20%
% Weight management programs 1306
2 9 Absence management programs 11%
Healthy eating programs 11%
of respondents offered 5 Smoking cessation programs 1%
or more wellness Access to online health information 11%
programs Stress management programs 10%
Health Risk Assessment 10%
Pre-natal programs 8%

R
=

Disease management programs 8%

Provision of wearable device to monitor activity WLz
Healthy Sleep programs
Negotiated discounts on healthy products / services BEIZ

3
S

L3 milli 10% _  20% 30% 40% 50%_ 60%
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Wellness benefits spending as a percentage of basic payroll

How much does your company spend on wellness benefits as a percentage of payroll?

Around half of respondents
spend less than 1% of payroll

or don’t know their spending
on wellness

) Milliman

Don’t know — Less than 1%
24% of payroll
24%

5% of payroll I
and rgggz Between 1% and

2% of payroll
11%

Between 3% and
4% of payroll
21%

Percentage of basic payroll
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Main health risks in Indonesia

What do you think are the main health risks at your company?
(up to five answers — starting with the 15t most important)

Lack of physical activity 105 36 30
Obesity/overweight 40 24
Poor work-life balance 50
Tobacco use 52 24
Poor self care 41

Poor diet/nutrition 33 . .
Inactivity and weight are
Stress = the key areas of concern.
Long commuting times 28 Work-life balance also
Poor management of chronic conditions 20 8 24 ranks highly
Lack of sleep [N 19
Seeing a doctor for preventative care 8 19
Presenteeism / low productivity 10 11
Caring for sick dependents |F=G
Pre-natal care Wi I 15t mostimportant item
Other M [ 2rd mostimportant item
Mental health B B 3 to 5" most important item
Alcohol or other substance use 5
0 20 40 60 80 100 120 140 160 180

u - Number of responses
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Challenges in providing wellness benefits in Indonesia

What are the main challenges in providing and sustaining wellness benefits at your company?
(up to three answers — starting with the 15t most important)

Program costs

Showing value / return on investment

Lack of employee interest / participation in programs
Limited manpower to deliver program

Lack of clear wellness strategy / disjointed programs

Lack of commitment from senior leadership

Lack of data to inform programs

Lack of commitment from team/departmental management
Employee communication challenges

Insufficient financial incentives to encourage employee participation
Regulatory or tax issues

Limited local vendors to deliver program

Other

) Milliman

20

Cost is by far the biggest

challenge. 41% of companies
are spending 3% of payroll or
more on wellness benefits

[ 15t most important item
[ 2" most important item

B 3 most important item

40 60 80 100 120 140

Number of responses
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Management of wellness programs in Indonesia
What data do you analyse to define or measure wellness programs at your company?

Healthcare benefit claim / utilisation reports

Aggregate medical check-up / screening results 46%
Annually
55%

No check-ups
/ screenings
31%

Sick leave data 42%

Medical

check-ups / Employee feedback 35%

II|||!

health
screening
o ’ frequency Manager / supervisor feedback 23%

ther
frequency

6% L o

Wellness program participation / utilisation data
Once every
2years Only 10% Of

8%

respondents said they
ran HRA campaigns

Health Risk Assessment data 14%

Employee Assistance Program data

1

0% 10% 2000 30%  40% 50% 60%
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Communication of wellness programs

How do you communicate your company’s wellness programs?

Emails

Presentations / townhalls
Posters

Intranet / portal / website
Involvement of senior leadership
Team activities

Social media

Newsletters

Games / competitions

External vendor

Using influential employees to spread message
Network of wellness champions
Other communication strategy

Case studies / stories

) Milliman

7%

6%

3%

1%

1%

0%

21%

21%

17%

15%

13%

10% 20%

28%

30%

61%

49%

Overall levels of
employee engagement
in wellness averaged 3.7

on a scale of 1 to 6,
suggesting there is room
for improvement

40% 50% 60% 70%
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Incentives for wellness program participation
What incentives do you use to encourage participation in wellness programs?

Gifts / gift vouchers
Access to better healthcare benefits

Employee recognition

Team / department recognition
3 8 % Competitions
Additional leave

Cash

Discounts on products / services
of companies provide incentives Other wellness program incentive

to encourage participation in Additional flexible spending account credits

wellness programs
Lucky draws with a major prize

Charitable contribution

0% 5% 10% 15% 20%
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Financial challenges faced by employees in Indonesia

What do you think are the main financial challenges employees at your company face?
(up to three answers — starting with the 15t most important)

Managing monthly household expenditure
Inadequate planning/saving for retirement
Education costs (own and childrens)
Planning for unexpected events
Excessive spending on credit cards

Costs for care of dependents
Car/transport loans

Overstretching themselves on property

Marriage costs (own and childrens)

) Milliman

18

12

15

27

12

10

42

20

10

20

14

72

24

40

20 9

20 7

Only 40% of companies
support financial wellness

currently, with education
sessions being most
common

[ 1%t most important item
[ 27 most important item

B 3 most important item

60 80 100 120
Number of responses
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Saving for retirement in Indonesia
Do you think employees at your company are saving enough for their retirement?

Retirement benefits are
hard for employees to

understand. Employees
value support in this area

) Milliman

Number of respondents

40

35

30

25

20

15

10

Average score: 3.1

38
17
7
3
T .
—
2 3 4 5

Rating (1 = Not enough, 6 = More than enough)
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Retirement Benefits Trend



Global Retirement benefits in post DB World
Key Finding

The Death of DB is global phenomenon Flexibility is seen as essential

| 4 Only 6% feel that DB arrangement are the best way to 83% believe they need to give more flexibility to their
provide pensions to employees employees, in the way they save for retirement and in
BUp e how and when they can use their benefits 83%
90% intend t defined tributi th dominant form T o o o o o e T e
in re(;ilrgrigntgrlé)?/?sioime contribLition as the predominant form Only 15% feel that their current benefits policy is effective for the

new world of work

2 i i i Employees agree almost unanimously that flexibility will be an essential
. Legacy of DB obligations are seen as a huge risk ingredient in retirement benefits in the future. But most haven't yet resolved

how this might work in practice

88% are concerned about the adverse impact of legacy

DB liabilities

45% intend to transfer liabilities off their balance sheet (e.g to an
external insurance company) and 39% are actively considering hedging
unwanted interest rate, inflation and longevity risk

Il Pension governance and control is awork in progress

Only half of employers have formal global policies that

: : - : they expect local management to follow
Employers still believe they/ve a critical role to play in the 500 B
. : . - ,
3 provision of retirement benefits, but they’re unsure of 73% feel that they have insufficient quality information about local
what that role should be benefit arrangements in order to make well-informed decisions.
90% believe that the employer should continue to play a
significant role
0% [ - PWC Survey of global multinationals, Feb 2014
91% feel it's important that employers help employees to make : A '
informed decisions about their retirement savings (survey of 114 major multinationals from across the globe)

) Milliman 24




Change on Pension Regulatory in Indonesia
POJK 5: Scope & Flexibility of Pension Fund

. More Additional benefit Education
Introduction
member
of new o
decision on
sources of

lump sum

funding Housing

payment

Severance
Possibility for o Providing
Providing Other
top-up (014,114 :
member - o Benefits
o Benefits
contributions E
Health >

Increasing
Clustered DP role in

investment for paying
DC - DPPK monthly

pension

Flexibility
retirement
scheme
among
employer

Death
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Employer Pension Values: Hygiene Factor vs. Differentiator

Hvagiene Differentiator

Serving employee needs at different life stages
Supporting retirement planning

Integrating with other retirement schemes
Maintaining Legacy Plan

One size fits all Tailored to the Individual
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Anticipating new approach for retirement benefit plan?

L) Milliman

* Participant education
 Product selection
- Efficiency & governance

Defined benefit or
Defined contribution?

Sustainable system to
optimize financial well-being
retirement

© 2019 Milliman. All rights reserved. For Milliman and Milliman client use only.
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Key Critical Elements

Deliver

Good

Build Clarity Governance flllngngal Pleasant
& Confident & Member well-being at member
Protections retirement experiences

Strategy — Education & Communication — Incentive — Technology Support — Member Involvement
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Accounting Impact of
Employee Benefit Plan



IAS 19 and IFRS 17

Comparison on key related items

IFRS 17 IAS 19

Scope Accounting for insurance contract

Typical User
be employee benefits)

Key main topics Profit or loss recognition

Technical reserve

Basis for recognition Insurance contract

Attributed to insurance coverage

Selection of assumptions Unbiased and market consistent

Discount rate Time value of money and financial risk

related to cash flow

Risk adjustment and Required to project risk adjustment and
service margin CSM

Impact on re-measurement Change in discount rate - OCI
Change in cash flow - PL

L Milliman

Insurance provide insurance contract (can

Accounting for employee benefits plans

Employer provide employee benefits plans

Cost recognition
Employee benefit liability

Substance of benefits (legal contractual or
constructive obligation)

Attributed to period of service

Unbiased and market consistent

Time value of money with reference to High
Quality Corporate Bonds that has consistent terms
and currency

Focus on best estimate

Change in assumption and experience adjustment
- OCI

© 2019 Milliman. All rights reserved. For Milliman and Milliman client use only. 30



Key Takeaways

~N
Benefit trends help understand customer needs for employee
benefits segment

_/

)
Insurance offerings are significant to get the optimum corporate
employee benefits solution

_/

R
IFRS 17 implication to insurance offering for employee benefits

Y,
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Milliman Indonesia

Menara Standard Chartered 18th Floor
JI. Prof. Dr. Satrio No. 164

Jakarta 12930

Indonesia

Tel +62 21 2553 2599

milliman.com

halim.gunawan@milliman.com

Thank you

© 2018 Milliman. All rights reserved. This presentation presents information of a general nature. It is not intended to guide or determine any specific individual
situation and persons should consult qualified professionals before taking specific actions. Neither the presenter, nor Milliman, shall have any responsibility or
liability to any person or entity with respect to damages alleged to have been caused directly or indirectly by the contents of this presentation.
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