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- Warren Buffett, 2018

A Healthcare expenditures were 17.9% of US GDP in 2016 and are forecast to reach 19.7%. by 2026
A Employerbased health insurance covered 49% of the total US population ir?2017
A Average employebased premiums were $19,616 for families and $6,896 for single coverage ih 2018

A Rising healthcare costs are a drag on company performance and global competitiveness. They have held
back wage growth and led to increased employee -sbstring.

A Most believe we are late in the current economic cycle. Good times have enabled firms to absorb growing
healthcare costs with record high employment and modest wage growth. How will they respond in the
AYSOAGLFIO0ES R2éy0dzNY AT 6S R2y Qi UNBI 0KS GF LISg2I

1 https://www.cms.gov/researckstatisticsdata-and-systems/statisticdsrends-and-reports/nationalhealthexpenddata/nhéact-sheet.iiml 2 KFF: Health Insurance Coverage of the Total Population
3 Premiums for Employesponsored Family Health Coverage rise 5% to average $19,616



https://www.cms.gov/research-statistics-data-and-systems/statistics-trends-and-reports/nationalhealthexpenddata/nhe-fact-sheet.html
https://www.kff.org/other/state-indicator/total-population/?currentTimeframe=0&sortModel=%7b%22colId%22:%22Location%22,%22sort%22:%22asc%22%7d
https://www.kff.org/health-costs/press-release/employer-sponsored-family-coverage-premiums-rise-5-percent-in-2018/
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Goals

Aldentify and list strategies that setisured employers have used or could
use toreduce health care costgost is the focus of this deck, although

outcomes and satisfaction are arguably more important and almost always
Intertwined).

ASummarize those strategies with a balanced selection of evidence and
consider their potential future applications.

ADiscuss options without prejudice, even those | do not agree with and may
seem controversial or punitive. Doing so will help build a more complete

understanding of how we got here, potential pitfalls and the limitations of
the current system.

AShare some draft frameworks to help clarify thinking around the benefits
cycle, categories of medical claims and the options to address them.



The Benefits Model

Employee Selection Work related health issues

(and health benefits eligibility)

The Benefit Year Offering
Medical Care, Dental & Vision

Prior history of health benefits
Data from previous benefit years
Company goals and resources

\
Benefits planning

Dependent & Spousal Coverage Future

Benefits planning
Pharmacy Benefit & Specialty Pharma Healthcqre
Spending
Workers Compensation

Social determina Wellness, Additional BenefitstD, LTD, LI, EA

Open
Enrollment

Housing

Financial

Education

Family Employee Retention/Attrition/Turnover/Layoffs
Social support

Addiction ) .
Sleep - Workplace Environment Outcomes:
Diet & Nutrition Offices & locations, nature of the work, workplace PI‘OdUCtiVity, Absenteeism, Culture
Exercise olicies (breaks, leave, maternity, paternity, : : :

Psychological Eickness(), childcare provisions ’P ’ Retentlon, Sa_tlsfactl_on, Engagement‘
Commute Presenteeism, Discontent, Health

Child care & maternity
*Short-term disability benefit (STD), Lotgrm disability benefit (LTD), Life Insurance (LI), Employee Assistance Program (EAP)



Framework for Categorizing Medical Clain

Low Acuity, Episodic Low Acuity, Chronic Emergency, Onéme

Flu, colds, gastroenteritis
Urinary tract infections
Reflux esophagitis

Ear infections

Cellulitis and skin infections
Dental & Vision

Eczema, psoriasis, gout
Allergic rhinitis
Migraines

Dental

Vision

Fractures

Sports injuries

Pneumonia

Caesarian Section
Complicated or preerm delivery
Appendicitis

Birth control
Screening tests
Annual physical
Vaccinations
Dietary counselling

Emergency, Chronic Implications Chronic Conditions Chronic, Curable

Major RTA

Stroke

Sports injuries

Complicated pregnancy
Complicated and/or préerm delivery
Cancer

Heart Attack

Gl bleeding

Pulmonary Embolism

Traumatic Brain Injury

Diabetes

Hypertension
Hyperlipidemia
Osteoarthritis, Rheumatoid Arthritis
Cancer

Mental Health

Ischemic heart disease
Sickle Cell Disease

HIV

Asthma

COPD

Multiple Sclerosis
Epilepsy

Congestive Heart Failure
Migraines

Chronic Kidney Disease

Hepatitis C

Cancer

Mental Health
Gallstones

Obesity
Smokingrelated
Arrhythmias

Deep vein thrombosis

Many elective surgeries
Child Birth

Sterilization

Vasectomy

Abortion

IVF & some Fertility Treatment
PrepP

Autism care

Orthotics

Off guideline screening tests
Genetic testing

Planned, Ondime Acute on Chronic

Asthma, COPD

Sickle Cell Disease
Congestive Heart Failure
Inflammatory Bowel Disease

Of course, many of these categories are debatable and nor are they mutually exclusive but my goal is to think of bragebaaitegoms in order to create more effective strategies to address them.



Telemedlcme Osite - Telemedlcme Ouite Urgent Care, Narr_ow_ S Onsite Clinics, Telemedicin
Clinics, Direct Clinics, Direct Contracting: - Networks, Care Navigation An

Contractlng Prlmary Car Primary Care Vaccinations
i Compllcated or préerm delivery Dietary counselling
Dental & V|S|on Appendicitis

Emergency, Chronic Implications Chronic Conditions Chronic, Curable

Chronic Disease
Management, Wellness
programs, Telemedicine

Prior Authorlzatlon
Reference Pricing,

Outcomesbased
Contracting, Centers of
Excellence, Prior
Authorization
Smokingrelated

Care Navigation, Chronic
Disease Management,
HSA/HRA/FSA

Off guideline screening tests
Genetic testing

Hotspotting Narrow
Networks Hotspotting HRAs, Centers
of Excellence, Second

Heart Attack Opinion Services Arrhythmias

Gl bleeding
Pulmonary Embolism HIV

Traumatic Brain Injury Asthma
COPD Planned, Ondime Acute on Chronic

Multiple Sclerosis

Deep vein thrombosis

Epileps M

Czngl?es)':ive Heart Failure C Gl NEMIGEIE, [Pgy i Chronic Disease
Migraines ) Authorization, Centers of Management, Care
Chronic Kidney Disease ¥} Excellence, Reference Prici Navigation Hotspotting

Abortion

Of course, many of these categories are debatable and nor are they mutually exclusive but my goal is to think of bragebaaitegoms in order to create more effective strategies to address them.
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Plan Design



High Deductibles

A The ratjonalg behind _hi)?h deductibles was not ODIKItO shift cost to enéoloyees in the face of [ising remiums, but.to encourag
Y2NE O2YaOQAz2zdza O2yadzYSNAayY 27 I NBEX 2 KSNb R{LJfgc;SSa,zAuK
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initial cost burden on employees and provided an added incentive to use funds more cautiously.

A Enthusiasm for such plans seems to have peaked due to several factors:

1. TPer(ta istincF]easing evidence that higher-offpocket costs are leading many to avoid necessary*¢amed use their coverage only in cases
of catastrophe

High utilizers of care quickly exceed their deductible and OOPM at which point they lose the incentive to shop based on cost
Members may not be willing nor able to shop for care in a moment of need

The healthcare delivery system is not set up to enable patient choice based on cost, which puts the member at odds prizh@&iR S NXQ &
recommendation

Accurate cost and quality data has proven difficult to obtain, interpret and communicate to members
: Some of the perceived cost savings with HDHPs may be due to favorable selection in attracting healthier%enrollees

A All of this is to say that while there may have been initial cost savings, there is a genuine concern that the modestsarezlints
may simply have been deferred and we have failed to enable a functioning consumer marketplace while worsening the member
experience.

A Maximum and minimum allowable deductibles for high deductible health plans are governed by the IRS who annual_ly adjust for
inflation. For 2018 the deductible range for seifly coverage was $1,35&3,450 and for family coverage, $2,7086,900. Thy
also control outof-pocket maximums which weré $6,650 and $13,300 respectively

SRR AEN

1 Employers curb higdeductible plans even as insurance costs 2i8AND: Analysis of High Deductible Health P3dRS: Publication 969: Health Savings Accounts and OthétaVared Health PlasDiabetes Outpatient
Care and Acute Complications Before and After Highuctible Insurance Enrollme&tCommonwealth Fund: The Problem of Underinsurance and How Rising Deductibles Will Make It Worse



https://www.modernhealthcare.com/article/20180807/NEWS/180809931
https://www.rand.org/pubs/technical_reports/TR562z4/analysis-of-high-deductible-health-plans.html
https://www.irs.gov/publications/p969
https://www.populationmedicine.org/node/77017
https://www.commonwealthfund.org/publications/issue-briefs/2015/may/problem-underinsurance-and-how-rising-deductibles-will-make-it?redirect_source=/publications/issue-briefs/2015/may/problem-of-underinsurance

Higher OWHOfPocket Maximums

A HHS sets limits for owdf-pocket maximums (OOPI\/I?: In 2018 it was $7,350 forauif

coverage and $14,700 for family coverage. These
apply to outof-network care.

A KFF reported that in 2018 the average OOPM for sinﬁle coverage at small firms was ,
PpnXpmMTt YR PoXcny 0 HFNHS FTANNVA O0XHNN ¢

A PPOs have historically covered @itnetwork claims with the same owtf-pocket limits
as for innetwork care. Recently, many PPO plans have increased the OOPM-@dr out
network claims and in some cases removed it altogether leaving members entirely liable
for out-of-network costs.

AEPO and HMO plans typically have no-aumetwork covera%e except in cases of
emergency are rarely count owif-network care toward the OOPM.

A As with the deductible, the OOPM is an effective mechanism to increase cost sharing to a
limit. Recent trends to exclude owff-network care from counting toward the OOPM
strengthen the importance of staying within network, however-otinetwork claims
are not always intentionabnd could put members at greater financial risk.

Imits, however, do not necessarily

1 KFF: Among covered workers with an OOPM for Single Coverage, Average OOPM by ZKKNBi26016 PPO plans remove-ofthetwork cost limits, a costly trap for consumé&sn analysis of oubf-network claims
in large employers health plans



https://www.kff.org/report-section/2018-employer-health-benefits-survey-section-7-employee-cost-sharing/attachment/figure-7-46/
https://khn.org/news/2016-ppo-plans-remove-out-of-network-cost-limits-a-costly-trap-for-consumers/
https://www.healthsystemtracker.org/brief/an-analysis-of-out-of-network-claims-in-large-employer-health-plans/#item-start

Employee Selection & Classificatio

A Several important laws protect employees from discrimination in the workplace and during the hiring process including:

A Age Discrimination in Employment Agbrotects individuals aged 40 or over, making it unlawful to discriminate against a person in employment or hiring biecause o
his/her age with respect to any term, condition or privilege of employment

A The Americans with Disabilities Agprohibits discrimination against emYponees and j(ob a8plicants who have physical or mental impairments that substaittially li
AYIF 22N tATS [ OUAGAUASEAEDP al ye SRAOI 2ZYRAUAZ2Y A AYOfdzR?wPEI RAlIoSusa KI

A FamiIY and Medical Leave Adllows employees to take up to 12 weeks unpaid leave within@d2th period if they had a serious illness, injury or medioglairment
as further defined by the act.

A Civil Rights Actprohibits discrimination based on race, color, religion, sex or national origin.
A Black Lung Benefits A¢t LINP KAOAGa RAAONAYAYLFGA2Yy o0& YAYS 2LISNIYG2NAR F3IlFAyad YAYSNER ¢K2 ad

A state laws provide additional &rote__ction,s, yet there are still many gaps (for example, LGBT discrimination, is stiil ig) with many %egy .
FNBFaz Sed3ad gKIFIu OZyauAudzuisSa cadzaulyuAl t € AYAUGLF U Andoybe digriminhht N EtAFS
against. Where the law applies, discrimination still regularly occurs and employers must be aware of their responsibllities.

A Some employers do discriminate on based on legally permissible factors that can be associated with higher healthcamreezastplé Geisinger
does not employ smoketsCitizens Medical Center in"Victoria, Texas rolled out a policy not to hire people with a BMI >35 although subsequently
rescinded the policy after a backldsh

A Man%/ employers through their structure, nature of work or age of business skew toward employee demographics and chaswitriktwer
healthcare costs. Previous studies have found a positive correlation between high job status and lower risk of morttigndigp and heart
attacks, Similarly many health harmmg_ exposures at work have been identified, such as exposure to chemicals and dust, repetitind gib
insecurity that have links to costly medical conditions.

A Many employers make heavy use of ptimhe workers (<30hrsik0 = K2 | NB SEOf dzZRSR FNRBY GKS /1 Q& SYLX 2
several other large emplog/ers decided o drop healt coveragNe torépaet workers. A labor group report claims that paitme workers now make
dzLJ KII t F 2 7F € YFNUQa @¢2NJ] F2NOSZ dzLJ FNBY HJE: AY HAANn®

A/l2YLI yASa Ay GKS a3A3T SO02y2Yeé¢ &dzOK |a ! 0SNI R2 y2i Sinoténtiled toRebdved S NE ©
health benefits. Instacart also contracted with drivers and pickers. After increasing legal pressure, Instacart decidetht® aintractors the
opportunity to become partime employees with some additional benefits but hours capped at 30Hsagain avoiding the employer mandate.

1 New Campaign Puts Spotlight on 31 States Where LGBT Discrimination Remains2helLdwyY DS A & A YV IS NJ { & & (i S ¥Citizehsdvedical Canier in TexEsSRedcivtd Entynent BMI requirgment
Bad Jobs Bad Health? How Work and Working Copditions Contrjbyte to Health DispaNtfaknart to End Ijealth CoAveraqe for 30,000 Hamte Worke[SSI F£€F 2F 2| f Y NI Gide worReks] ldb@ NOS | |
group6 Instacart contractors turnedpaii A YS SY L) 288838 adAaftf g2y Qi 3ISGE KSFIfGK AyadzNI yOoS



https://www.adweek.com/creativity/new-campaign-puts-a-spotlight-on-31-states-where-lgbt-discrimination-remains-the-law/
https://www.geisinger.org/about-geisinger/careers/hiring-policies
https://conscienhealth.org/2012/04/citizens-medical-center-in-texas-rescinds-employment-bmi-requirement/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3813007/
https://www.nytimes.com/2014/10/08/business/30000-lose-health-care-coverage-at-walmart.html
https://www.reuters.com/article/us-walmart-workers/half-of-walmarts-workforce-are-part-time-workers-labor-group-idUSKCN1IQ295
https://arstechnica.com/information-technology/2015/06/instacart-contractors-turned-part-time-employees-still-wont-get-health-care/

Plan Selection

A Health plan selection during open enrollment is a critical time to educate employees and their dependents
on their plan options, the details of those plans and any ancillary benefits. By doing so, members can hope
to make better decisions and make the most of their benefits while employers can maximize their return on
investment on the timeconsuming and crucially important work put in to plan design.

A Plan selection is also an opportunity to nudge employees toward new plan options and/or those that fit with

a longerterm benefits strategy. In doing so:

A The plan details mattec and not just the co_ssharln? aspectsPBGH found that for 26%, the main reason they chose their
Plan was the employee Premlum contribution and for 25% it was the doctors in the plan. The Urban Institute found that in
heir target survey population 43% were willing to accept limits in covered services, 42% limited drug coverage, 39%
restrictions on accessing specialist care and 34% a limited choice of providers.

A The way plans are presented makes a big differen&s:the result above illustrates, the doctors in the plan can be an
|mEortavnt_,_deC|d|ng actor so,it is crucial that information is made availahle during 08en enyoliment. If an em%k?/ee has .
SEAaAUAY T RZ20U2NA uKSe g2dz R, t A1S u?2 2YUAYdzS as vely | Yy R
to go with the’PPO. As a studylofS | f U K O thbide @rehegt@a illustratell comprehension of options can affect
choices as can many other factors in the realm of behavioral economics such as the order in which plans are presented

A Employers can be mindful of these factors as they plan their open enrollment process. Companies such as
Picwelloffer plan_selection tools that can make personalized recommendations to employees and
WSt e @(éuseﬂﬂﬂiiarvard & Walmart) offers an interactive online tool to help educate employees
about their options and health insurance basics and come to a more informed decision.

1 Urban Policy Institute: Factors Influencing Health Plan Choice among the Marketplace Target Population on the Eve efédes®PBGH: Helping Consumers Choose the Right Health Plan for their3Neads
Plan Recommendations Improve the Coverage Decisions of Vulnerable Populations in Health Insurance Madkemptacesnsumer Comprehension and Plan Selection Inconsistencies Under the 2016 Healthcare.gov
Choice Architectur® Behavioral Economics and the Affordable Care Act Marketplaces: Utilizing Choice Architecture to Optimize Consumer @ddeatindrisurance



http://hrms.urban.org/briefs/hrms_decision_factors.pdf
http://www.pbgh.org/storage/documents/PBGHIssueBriefChooser.pdf
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4814125/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5993195/
https://cogsci.yale.edu/sites/default/files/files/Thesis2016Kim.pdf

Fewer Plan Design

A In 2018, KFF reports that 42% of large firms only have one health plan type (HMO/PPO/HDHP/POS), 45%
have two plan types and 13% have three or more. From previous KFF survey years, it appears the trend ha
been for large firms to offer more plan options.

A While having more plan options gives employees and their families greater choice especially where there
may be concerns about keeping certain providers within network, there is a strong case to be made for
consolidating plan options (networks and/or plan types).

A With fewer plan options, fewer networks or just a single network to manage, employers could:
A Have a greater focus in their cost saving and quality improvement efforts
A Gain greater bargaining power with higher concentration of members
A Simplify communication of health plan design
A Streamline TPA, prior authorization, care navigation processes
A Encourage greater collaboration, coordination and dstiaring between their imetwork providers
A Reduce cossharing in return for reduced choice

A There are also risks and challenges of this approach:
A Disruption for members whose doctors fall out of network
A Consolidating plans across diverse geographies may not be feasible
A Less diversity of plans may create less competition between providers in the long run

1 KFF 2018 Employer Health Benefits Survey: Types of Plans Offered



https://www.kff.org/report-section/2018-employer-health-benefits-survey-section-4-types-of-plans-offered/

90-day Maximum Waiting Period

AThe ACA mandates a maximum of ad®§ waiting period before

activating health benefits for new employees.

AMany em

ployers waive this period entirely, opting to activate

from day 1
paying anc
hurdle and

45% more

. However, other employers particularly those with

nenefits
lower

higher turnover jobs opt to use this waiting perioc

as a

In doing so end up paying for less months of coverage. In
the case employment is ended during the waiting period, the
employer avoids COBRA administration costs and subsequent liability
(where coverage can be retroactively purchased for up to 60 days,
and cost of COBRA coveragtudies suggest COBRA recipients incur

claim costs versus active employees

1{ LISy OSNDRA /h.w! {dNWBSe CAYRE a2NB 9tAIAGES oYLX28S884 9tS0G /h.w! /2FSNI3Ss /2YLI YA
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https://wolterskluwer.com/company/newsroom/news/2006/12/spencer%E2%80%99s-cobra-survey-finds-more-eligible-employees-elect-cobra-coverage-companies-paying-significantly-higher-claim-costs.html

Increased Coinsurance or Copa

A Copays are set dollar fees typically used for discrete, lower cost visits. Coinsurance is the percentage of co
the member pays, typically reserved for more expensive specialist and complex care. Althoygimfine
ma(g vary, cepays rarely count toward a deductible, but do usuall)& count toward theobyiocket maximum
(OOPM). Coinsured services will generally be paid entirelpiepibcket until the deductible is met, at the
co-insured rate between the deductible and OOPM and entirely by the insurance after the OOPM is met.
Plans vary on their outf-network coverage and often carry highercsurance for ouof-network care
with a different or unlimited OOPM.

A Employees and their dependents are increasingly gaining coverage througbeétigistible Health Plans _
with rapid growth from 4% of large employer plans in 2004 to 29% in 2018. Under such plans, coinsurance is
much more common than copays, as they are designed to make members highly grlce sensitive and more
active shoppers for care from the moment their insurance starts. Data shows that betweer20066
member spending on deductibles has risen 176%, coinsurance spending has risen 67% and spending on
copays has decreased 38%

A Coinsurance and copays are also an important mechanismue-based insurance desigincreasing
coinsurance or copay requirements can disincentivize lower value services while reducing them for select
services can encourage use or preference of designatedvailgie services.

A Copays and coinsurance are another variable that employers and plan designers can use to change the
profile of costsharing for members and shape health care use. They hold a close relationship with
deductibles, ouof-pocket maximums and network coverage mentioned elsewhere in this document.

1 Increases in costharing payments continue to outpace wage gro®tkFF Percentage of Covered Workers Enrolled in a HDHP/HRA or HSA Qualified HDHP



https://www.healthsystemtracker.org/brief/increases-in-cost-sharing-payments-have-far-outpaced-wage-growth/#item-start
https://www.kff.org/report-section/2018-employer-health-benefits-survey-section-8-high-deductible-health-plans-with-savings-option/attachment/figure-8-5/

Cashin-lieu of Benefits

ASome employers are offering cash payments to employees if they do not
take up health insurance. Some require proof that the employee has
gained coverage elsewhere (though their spouse, parents or the market),
others offer cash unconditionally. There are important tax and ACA
compliance considerations for employers implementing such a program

Aln another example, Netflix currently offers employees a health budget that
can be used to purchase from a range of plan options. They are not
required to purchase health insurance and anything unspent is returned |n
iKS SYLX288SQa GlIEFofS Y2yikteé& LI

AThe Netflix example helps make the total cost of health benefits more
transparent to employees. These mechanisms are also likely to shift health
care costs to other employers who do not offer similar incentives.

1 Opting out of health insurance: Employee compensation in Lieu of Benefits



https://thebenefitsguide.com/opting-out-of-health-insurance-employee-compensation-in-lieu-of-benefits/

Spousal, Dependent and Unitized Covere

A The ACA mandates coverage for deIPendent children until the age of 26 but coverage for spous
IS not required by law. However, KFF reports that 95% of small firms and 99% of large firms
offered spousal Coverage in 208ith 63% extending that coverage to saisex partner

A TheACA affordability safe harbstill applies to spouses, setting a ceiling for the employee
contribution for spousal coverage, however many employers that started from a low or zero base
are beginning to increase the CO[]'[I‘Ib_L_J'[IOI’LI‘EC\]] ired for sjpouse cqverage. In some cases, . . _
SYLAt 2eSNR I'NB gAUKRNJ gAY O2ZQOSNF IS 2NJ { Sde A
option to get coverage through their own employer.

A Many predicted that many companies would drop spousal coverage altogether, but it has not yet
happened. As employers compete to attract talent and reinforce faméyndly cultures, some
are going in the opposite direction, extending coverage to domestic partners and even parents.
Al v2GKSNIJ 40N 0S38 o0SAYy3 dzaSR A& 02 adzyAdAl Sé
contribution for a family plan that could include 1, 5 or sometimes an unlimited number of
dependents, employers might charge an additional contribution for each additional dependent. It

could be viewed asfairer and more reflective of true costs, but also shifts costs towards those
with larger families.

1 KFF: 2018 Employer Health Benefits SuBMFF: Access to Employ@monsored Health Coverage for Safex Spouses: 2018 Upd&&/ | NJPA V3  h dzi Q {-CugingdwvithfReperSugs®isA &Y / 2 &



https://www.kff.org/report-section/2018-employer-health-benefits-survey-summary-of-findings/
https://www.kff.org/disparities-policy/issue-brief/access-to-employer-sponsored-health-coverage-for-same-sex-spouses-2018-update/
https://www.shrm.org/resourcesandtools/hr-topics/benefits/pages/spousal-carve-outs.aspx

Coverage Inclusions & Exclusio

A The ACA created a universal floor of coverage called Essential Health Benefits (EHBs). Addition
benefits may be mandated at a state level and conversely, some states have chosen to outlaw
certain benefits, for example insurance coverage for abojtions. ERISA often means EHBs do, not
apphtz I f 0 K2dzdK Yl ye SYLIX 2eSNAR KIS OK2as u 2
are many health benefits that employers are not required to offer that could be beneficial to their
employees and dependents, or perhaps less likely, benefits that employers offer that increase
your costs, offer lowalue and are not legally required.

A Just some of the treatments and services that can be discretionary include:

A Laparoscopic Gastric Banding and Bariatric Surgery

A IVF and other fertility services

A Autism screening and autism serviges

A Off-guideline cancer screeningsy early PSA tests, genetic screening based on DTC tests)
A Pre-exposure Prophylaxi®(ER for those at high risk of HIV contact

A Hearing aids, orthotics and prosthetics

A Employers may wish to regularly review their coverage inclusions and exclusions to both meet
member needs and control costs.

1 Health Affairs: ERISA: a Bipartisan problem for the ACA and 2B@5% your insurance cover abortior3RAutism Speaks: Sdéfunded Health Benefit Plans



https://www.healthaffairs.org/do/10.1377/hblog20170602.060391/full/
https://newrepublic.com/article/144793/insurance-cover-abortion
https://www.autismspeaks.org/self-funded-health-benefit-plans

Savings Accounts & HRA

A As costsharing rose rapidly in the 90s through higher deductibles, copays, coinsurance and employee
Prer_mum contributions, employers looked to reimbursement arrangements and savings accounts to soften
he impact and increase adoption of high deductible health plans.

A There are three saving and reimbursement account options for employers:

A HRA (Health Reimbursement Arrangementsjinded solely by employer with no maximum contribution, tax deductible, _
covers qualified medical and dental expenditures and can be used to pay employee Premlum contributions. Does not require

EEADHP' Employer can choose whether it rolls over, is portable and how it is paid out. Can be used in conjunction with an

A HSA (Health Savings Accourfijrst introduced in 2003. Fully vested means it rolls over to subsequent years. Employer
and/or employee contributes up to IRS defined maximum. Employee contributions are tax deductible until %g{e 5."HSA funds
|

can earn interests and be invested. Tax free if spent on qualified medical expenses, otherwigealiioed expenditures
incur 20% penalty (applied until age 65) and tax.

A FSA (Flexible Savings AccouMpst frequently funded by employee but the employer may also contribute up to an IRS
defined maximum. Typically does not roll over and not'portable. Does not require a HDHP.

A There are pros and cons for each of these options and there are no mandates requiring employers to offer
them. Use it or lose it designs incentivize members to spend allocated funds on necessary care but do not
allow saving for high cost events. HSAs may encourage members to save their money for retirement and

employer contributions are more likely to be considered as part of an eméalo%ee's compensation. Emé)loyers
could choose to increase the burden of cost sharing by reducing HSA/FSA/HRA contributions or shi

contributions to use it or lose it designs where unused contributions are returned to the employer.



Health Maintenance Organization

A With the emergence of narrow networks, accountable care organizations, widespread utilization management, exclusivegrgavidations and point
of-service plans, the lines that distinguish Health Maintenanceé Organizations (HMOs) have become increasiriglyahyrgf these developments can
be better understood through the history of managed care, its rise from traditional indemnity plans in the 90s and thauéabbagklash.

A Ultimately, Federdland State legislation govern the requirements and certification of HMOs. While there are a broad spectrum of HMOs, mest featu
A Narrow networks with little or no oubf-network coverage except in the case of emergency
A Members who are typically required to designate a primary care physician who acts as a gatekeeper to specialists
A An HMO as a medical insurance group that provides health services for a fixed annual fee and often uses capitatiortimg;amicaotrast to ACOs that are provided.
A Managed care performing utilization review and management to shape practice, referrals and prescribing to control botheshoend longterm costs.

A HMOs operate under many different and sometimes overlapping models that bring pros and cons, especially with respetility teeshape practice:
Staffed: The physicians and medical staff are directly employed and salaried by the HMO, seeing only members of the fviCapéeaye using this model now

Group: The physicians and medical staff belong to medical groups that are directly contracted, often on a capitatedebalsisiviely provide care for HMO members
Openpanel: The HMO contracts with Independent Physician Associations (IPAs) to omxchmive basis to provide care for HMit@mbers

Network: Often used by new HMOs, these HMOs may combine the above models to form a network that is adequate to prowd®setMO members

Carrier HMO: Accounting for most HMOs, run by commercial insurance carriers and rely on contracting with medical graupsamitigpany medical infrastructure
Delivery System HMO: Prime example is Kaiser Permanente, that controls the insurance group (KFHP), the medical gronp {i®K&idex Foundation Hospitals

A Some HMOs offer sefinded or experienceated products where premiums include an administration fee, profit and reflect aatiliaiation. KFF
reBorts that in 2018 the a\/_eraﬁe HMO premium for single coverage was $6,869, almost exactly the averaﬁe across all @ p@snore than the
HDHP/SO alternative. While HMOs typically come with Iowepsjum%n_ and potentially higher quality care, these figures dosnggest significant cost
savings to employers. Some employers complain that HMOs offer little transparency into real utilization and use thisdoegtx profits.

A Ambitious employer(s) may be able to build and operate their own HMOs by directly contracting with providers through atiombirACOs, IPAS,
Hospitals, Primary Care Practices, Centers of Excellence, exclusively contracted medical groups and staff to provideedegkaieverage. Without
Proflt-maklng incentives, such HMOs would increase employer visibility in to care delivery and could significantly Iowam:myers may also be able
o push for greater visibility and control over existing HMO plan options offered through carriers and delivery system HMOSs.

To T To Do To I

1 The Public Health and Welfare Act: Section 300e: Requirements of Health Maintenance Orgarfizadialils Affairs: HMOs and Managed CamlgYTimes: Accountable Care Organizations: Like HMOs but Different
4 Managed Care: What Went Wrong? Can It Be Fisdeissentials of Managed Care by Peter R Kongstvetd



https://www.law.cornell.edu/uscode/text/42/300e#a
https://www.healthaffairs.org/doi/10.1377/hlthaff.10.4.189
https://www.nytimes.com/2015/01/20/upshot/accountable-care-organizations-like-hmos-but-different.html
https://www.gsb.stanford.edu/insights/managed-care-what-went-wrong-can-it-be-fixed
https://pdfs.semanticscholar.org/d4d4/aa421204373dafd25d4787bdb61b4cbfd26c.pdf

EXclusive Provider Organizatio

A Exclusive Provider Organization (EPog 2plans usuaIIE/ offer a narroydnfghmance network
with little or no outof-network coveragésand do not typically require a primary care referral to
access specialists.

A In the case where the EPO uses primar%/ care gatekeeping to specialists, the main difference
between HMOs and EPOs is that the lafter are regulated under ERISA, not more restrictive HMO
laws and regulatior’s

A Health plans have touted doubldigit percentage cost savings with EPO plan desigwBile their
networks often involve contracts with large health systems, there have also been concerns about
the network adequacy of EPOs due to their relative’lack of regulation under’®ERISA

A While KFF do not break down ?Ia_n type enroliment in to EPOs, a Milliman survey suggests that
EPQOs are rapidly gaining popularity in Texas, both in the individual and employer markets, rising
from 1.1% of enrollment at large employers in 2013 to 6% in 2015

A Employees may be mcreasmgIP/ willing to accept the narrow networks and and limited-out
network coverage in return for lower cesharing. EPOs with primary care atekeeﬂw offer
perhaps, a more flexible way for employers to build something that looks like an O and can
deliver cost savings without'the administrative burden and restrictions of HMO regulation.

1 Price sensitive? Health plans with no @aftnetwork benefits heat up in employer mark2Are EPOs the new Narrow Network&Essentials of Managed Care by Peter R Kongs#/éitlat consumers need to know
about EPO plansTexas Association of Health: Trends in the Commercial Insurance Market



https://www.stltoday.com/business/local/price-sensitive-health-plans-with-no-out-of-network-benefits/article_11548b14-eb75-5cda-b588-bfa6ad0ee939.html
https://www.aao.org/eyenet/article/are-epos-new-narrow-networks
https://pdfs.semanticscholar.org/d4d4/aa421204373dafd25d4787bdb61b4cbfd26c.pdf
https://www.stltoday.com/business/local/what-consumers-need-to-know-about-epo-health-plans/article_e4815b5b-04b8-5186-bb47-289028275b12.html
http://tahp.org/wp-content/uploads/2016/11/TAHP-Resource-Guide-Trends-in-Commercial-Health-Coverage-April-2016.pdf

Pointof-Service Plans

A Pointof-Service (POS) plans emerged in the 80s from the managed care movement. They requi
referral from innetwork primary care to access most specialists and typically offer a broader
network of specialists than EPO plans with varying levels ebagtwork coverage. Some POS
plans emerged directly from HMOs who wanted to broaden their appeal by including access to
care outside of the HMO for highly specialized services, often subject to utilization feview

A Some POS plans allow sedferral to specialists for a fee, however studies have shown that this
option is rarely exercised when offered

A KFF report that POS Rlans have continued to decline in popularity among employers, from their
rapid rise from the ashes of conventional indemnity plans in the late 90s, reaching 24% of plans,
consistently declining a 6% share in 2018.

A KFF regort that average premiums for POS plans in 2018 were $7,048 for single coverage and
ElnglllzPl for families, coming in cheaper than PPQOs, close to HMOs and more expensive than
S.

A While POS plans in their current form, based on KFF average statistics, are not delivering
significant comparative cost savings, their desq_rp holds much promise for future plans: with the
cost control and narrow network features of an HMO and the flexibility that could make nudging a

majority of employees to this plan type easier.

1 Majority of Patient in Poinbf-Service Health Plans Never Use-Relferral Option for Specialty Care (20@HEssentials of Managed Care by Peter R Kongst8&HBF: Distribution of Health Plan Enrollment for Covered
Workers by Plan Type 1988184 KFF 2018 Employer Health Benefits Survey: Cost of Health Insurance



https://www.jhsph.edu/news/news-releases/2002/self-referrals.html
https://pdfs.semanticscholar.org/d4d4/aa421204373dafd25d4787bdb61b4cbfd26c.pdf
https://www.kff.org/report-section/2018-employer-health-benefits-survey-section-5-market-shares-of-health-plans/
https://www.kff.org/report-section/2018-employer-health-benefits-survey-section-1-cost-of-health-insurance/#figure11

Increased Employee Contribution

A The IRS imposes an upper limit on emglg}yee cantribution for single employee coverage: The least expensive health i@gurance
2LIA2Y YdzZalud 0S al F¥F¥2NRI 0of S¢€X “ORathouglyeinpléy&ea can violéntayly cdpdsp:highé gost K
options with higher levels of coverage. Since employers rarely know household income, theB/ have a few other alternatives,
including the 9.5% of Vi wages or the single Federal Poverty Level, currently $12,140 * 9 .5% / 12 = $96.10 per month.

A KFF reports that average employee contribution for %lggle coverage in 2018 was $99 pe%&riﬁ%fmf total premium), _
suggesting that most employers charge close to thisl#&skd upper limit or_em?loyees tend to opt for more expensive plans with
higher levels of coverage. In the same year, average employee contribution toward family plans were $462 per month (29% of to
premiums). With no imposed limit on employee contribution for spouse and dependent coverage there is significant room to
Increase such employee contributions.

5

A While most employers have set dollar contributions for given plans across all employees, some employers are turning &y what m
be viewed as_a more equitable structugaintributions based on salaryrhis can be as g fixed percentage of salary or.based on
salary tiers with dollar or percentage of salary contributfshs h yS™ SEI YL S 2 adzOK | "RSaAid Ol
for staff. This can heIP reduce cost sharing for the lowest paid employees while maintaining or potentially increasing employee
contributions to overall company healthcare costs.

A Some employers also apply tobacco rating to their employee contributions. While this practice is outlawed in the individual
insurance market in some States, it remains permissible under ERISA. Walmart, for example, charges $63.05 per monttofor tobac
free associates or $126.10 per month for tobacco users under their 201&kayrctible plaf. There may also be latitude for
employers to alter contributions based on employee location and age, should these reflect underlying cost differenceagh althou
employers must be mindful of Age Discrimination Employment Act, the Health Insurance Portability and Accountability Act.

A Employee contribution amounts can also be used to steer employees toward certain plan designs that are expected to lead to
reduced overall costs. This can be particularly useful when introducing new plan types.

152y Qi h@SNI 221 wHnanmy [ Kl y3IS A y2KRHE281B EnddyedHedlth Bedefits Suively:Workdr &b BPrmiyloyier EbidbiBuyioind fal Bramdamerd Staff Benefits at a Glance 2@ Bying
Health Plan Premiums to Salary can Aid Lekad EarnerS Walmart 2018 Annual Enrollment



https://www.shrm.org/resourcesandtools/hr-topics/benefits/pages/2018-aca-affordability-safe-harbor-percentage.aspx
https://www.kff.org/report-section/2018-employer-health-benefits-survey-section-6-worker-and-employer-contributions-for-premiums/
https://hr.harvard.edu/files/humanresources/files/2019_rate_healthplancompchart_facultynonunion.pdf
https://www.shrm.org/resourcesandtools/hr-topics/benefits/pages/salary-based-health-plan-premiums.aspx
https://smartguide.walmartone.com/smartpages/Media/Default/LeadershipGuide/Decision-Guide-eComm-English-2018.pdf

EvidenceBased Guidelines

A Variation in care and adherence to evidedu@sed guidelines is widely documentethd while some degree
of variation is to be expected and perhaps encouraged, excessive variation costs employers billions of dolla
through ineffective and unnecessary care and iatrogenic harm to members.

A Employers can both encourage the production and dissemination of authoritative guidelines and can
encourage the adherence to existing guidelines through a few mechanisms:

A Prior authorization (PA)PA can be applied across a wide range of treatments and care pathways, requiring providers to
obtain authorization from the administrator in order to be reimbursed. While generating additional administrative burden on
all sides it can enforce guidelines and over time shape practice as providers move from a reactive to a more proactive
approach, especially if PA requirements become standardized across payers. As practice patterns shift PA requirements can
be relaxed and refocused on problem areas.

A Evidencebased coveraﬁ]el.t Is important that health plans remain proactive as new evidence emerges both in withdrawing
and adding coverage that may ultimately improve outcomes and reduce costs. Many plans havehmittarand external
consultants who help assess new technologies and change coverage policies, whilé also following the lead of Medicare and
committees such as MEDCAEBrime coverage examples include the reduction in coverage for arthroscopic debridement
and lavage for osteoarthritis of the kneand addition of coverage for highly effective antiviral treatments for Hepatttis C
and the absence of a valwlriven framework for coverage.

A Advocacy of guideline€mployers can start by advocating evidehesed approaches with their own members. Perhaps
the most prominent example 1s Choosing Wisghn initiative from the ABIM Foundation that promotes evidebesed
conversations around treatment. Second opinion services can also help guide members along a more-beiskEthpath.
The USPS*Btates that its recommendations and reviews be used to foster communication between employers, providers
and research organizations to develop quality improvement stratégies

A Quality measuresAs employers develop direct contracts with providers, they can require reporting of quality measures that
reflect the practice of evidenebased medicine.

1 The Dartmouth Atlas of Health Care: Variation in Health Care DeBv@nposing Wisely: Promoting conversations between patients and clin®ld8sPreventative Services Task Fdrbedicare Evidence Development
& Coverage Advisory Committ®&Health Insurance and Coverage of Evidelbased Careb Evidence of No benefit from Knee Surgery for Osteoarthritis Led to Coverage Changes and is Linked to Decline in Procedures
Choosing Wisely Employer Too&tSPTE: Refining evideAtased recommendation development



https://tdi.dartmouth.edu/research/our-research/geographic-variation-in-healthcare-spending
http://www.choosingwisely.org/
https://www.uspreventiveservicestaskforce.org/
https://www.cms.gov/Regulations-and-Guidance/Guidance/FACA/MEDCAC.html
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5349482/
https://www.healthaffairs.org/doi/full/10.1377/hlthaff.2012.0644
http://wahealthalliance.org/wp-content/uploads/2013/11/Washington-Health-Alliance-Choosing-Wisely-Employer-Toolkit.pdf
https://www.uspreventiveservicestaskforce.org/Page/Name/current-processes-refining-evidence-based-recommendation-development

Incentives Beyond the OOP

A While many argue that cost sharing helps develop activated consumers of healthcare, the teethagfreents and cansurance
are entirely lost once the owf-pocket maximum (OOPM) is exceeded iwnh the exception cbbuetwork claims, that plans
may or may not cover). For members who know with certainty at the start of the benefit year that they or their familaatl ex
the' OOPM, out of pocket payments become merely a formality.

A Other levers such as networks, navigators and prior authorization are increasingly being pulled to further incentiviz®aed in
cases force members to choose hlgﬁue providers for necessary care beyond the OOPM.

A Consumer driven referendeased pricing (RBP) pseviously discusselias the potential to incentivize beyond the OOPM by only
covering %ven treatments and services uBto a@egermined reference price. If the member chooses & more expensive option,

they pay the difference even past the OOPM. Experts agree that RBP cannot be applied across all types of Realth care
previously discussed limitations apply.

A Another option that has yet to be fully exFIored is paying patients to choose the lower cost, higher value option. | wasked o
product calledCastlightRewards that would credit pO_In'[S%WhICh could be redeemed for financiakmonetary rewards) to
members choosing Tower cost labs or imaging providers. In the absence of robust quality data there is a risk this apgcach co
lead to patients going to lower cost, lower quality providers and it also has the potential to incentivizetiization of @are, but
it may be worth exploring.

A There are controversial examples in the UK of private insurers paying members cash incentives to use the NHS for major
procedures instead of private cadre

1 Insurers offer cash to patients using NMH8ow Safeway cut lab test spending by $2.6m with reference pricing



https://www.ft.com/content/3294fe30-b8bc-11e3-a189-00144feabdc0
https://www.advisory.com/daily-briefing/2016/07/29/how-safeway-cut-employees-lab-test-spending

Valuebased Insurance Design

A Valuebased Insurance Designd(_VBID) IS the concept of structuringlsashg and other health plan design elements to incentiv
use of highvalue services and disincentivize use of-imiue servicels Two broad approaches eXigt1) reducing cossharing for
specific drugs or treatments that do not discriminate based on patient, for example lowering coFays for aspirin that &y be u

for % y[vide range of conditions 2) reducing eebfaring based on patient characteristics, for example if they have a specific
condition.

A The ACA Requirements for Coverage of Preventive Services, that removstianisg for patients receiving selected serviceshsuc
as evidencéased scree_nln%s and routine immunizatidiss at its core a VBID. Many of the other strategies in this document
%/UBCIr[])aS tiered formularies, Centers of Excellence and Care Management programs (with lowkados) are also examples of

A Much of the early work around VBID started at seffured employers in the 90s; PltneK_ Bowes significantly reduceesbasing
for diabetes, hypertension and asthma drugs. For diabetes, they achieved this by shifting all diabetes drugs and deeices to t
lowest formulary tier (10% coinsurance, vs 25% for tier 2 and 50% for tier 3). In the subse@ugsd2 they found greater
medication possession rates among diabetics, a 7% reduction in total pharmacy costs and a 26% reduction in ER visits. Overall
direct healthcare costs in members with diabetes decreased By 6%

A Many experiments with VBID are currently underway in Medicare pogulations, witfuseléd employers and commercial
insurers. Some of the largest efforts include efforts from BCBS, the Oregon Educators Benefit Board and.TRICARE

A MichaelChernewand colleagues succinctly lay out many of the barriers to implementing VBID, incIudinP concerns over increased
0

used, cost of implementation, data issues, inSufficient research, fraud, privacy concerns, adverse employee selecti@n and oth
unintended consequencés

A For employers looking to ramp up VBID initiatives, a good place to start is witly tiaidentify highcost conditions, analgzthe

underlying use of services to treat those conditions and investigate whether there are higher value treatment optionslthat co
be used to treat those conditions.

1 Medicare Advantage Valtgased Insurance Design Mo@dPreventive Services Covered by Private Health Plans under the Affordable CaiReflocing patient drug acquisition costs can lower diabetes health claims
4 ValueBased Insurance Desi§rContaining Employee Benefit Costs Through VBlased Insurance DesiGrHealth Affairs: Valu@ased Insurance Design



https://innovation.cms.gov/initiatives/vbid/
https://www.kff.org/health-reform/fact-sheet/preventive-services-covered-by-private-health-plans/
https://www.ncbi.nlm.nih.gov/pubmed/16111439
https://en.wikipedia.org/wiki/Value-Based_Insurance_Design#cite_note-24
https://www.griffinbenefits.com/employeebenefitsblog/containing_employee_benefit_costs_through_value_based_insurance_design
https://www.healthaffairs.org/doi/10.1377/hlthaff.26.2.w195

Coverage Withdrawal

A
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With the introduction of the employer mandate many predicted that employers would drop coverage, pushing empl%ees toesgliakg- U RA RY
happen. Political change, uncertainty around exchanges, a competitive jobs market, a highly valued status quo, taxdoeot&figsriployees and
employers offering insurance, wanting to do right by employees and many other reasons have been cited as to why. Furdinércieceimination

laws strengthened by the ACA largely prevent offering insurance only to Certain groupstioiéuimployees making it an alf aothing proposition.

If an employer with 50,000 FT US based employees decided not to offer health insurance, what would the total cost of cadvePage

Under the employer mandate, a $2,320 penalty per employee (less the first 30 emololo ees) would be assessed = $116M. moyltbyleers haye o
to choose to get coverage in the market with their ptest dollars and a federal subsidy depending on their income leveldhdfae "aAl S® [ S U Q
5% decided not {o insure, 25% took out fgrw%p}l\a?sgnd 7(%2% took out individual policies at average 2018 marketplac2 foizes$0 (no cover) +

oOFl e v

MHXZpnn E PmMnXZnwmc opznnn E PpXZHyn O6AYRAODA RGM peEnalty, we dgetcac na a @
total cost of penalties + coveragg371M.

AlSGQa O2YLI NB GKIFG 02 -spénhsored @\&mgwﬂk&%@&)@sihg taFtzkdldoerdadelelewend,) 25% family plans and 70%
Individual plans again at average 2018 group plan lglmuarestmglyt ese are higher than group plan costs)s. 2,500 x $0 (no cover) + 12,500 x
$13,469 famlly% + 35,000 * $4,953 (individual) = $341M employér contribution™+ 2,500 x $0 + 12,500 x $5,218 + 35,00G-8 BN The total
cost $456M, but if we consider the tax breaksat employersponsored insurance receives and apply an assumed blended effective tax rate of 25%
we reach $456M x 0.75%$342M.

A While these calculations are incredibly rough, it appears that the cost of the employer penalty + individual coverage us/glr_qge Is in the same
ballpark and Iargﬁe_r employers may be able to achieve greater cost savings through economies of scale. Add in the myeaitesx@mployer
sponsored health insurance brings and there is a strong rationale for maintaining it. In the first scenario, if the epgs®aeon the cost savings of
not having to pay for coverage to employees, employees themselves would see little difference in their disposable itmwegetfemployers
decided to keepthe savings, employees would see their total compensation decrease.

T

To o

1 KFEFE: Percent of private sector establishments that offer health insurance to employees ¥ aizBolicy Center: How does the tax exclusions for empkpa@rsored health insurance worBzHealth Insurance: How
much does health insurance cost without a subsidy?



https://www.kff.org/other/state-indicator/firms-offering-coverage-by-size/?currentTimeframe=0&sortModel=%7b%22colId%22:%22Location%22,%22sort%22:%22asc%22%7d
https://www.taxpolicycenter.org/briefing-book/how-does-tax-exclusion-employer-sponsored-health-insurance-work
https://www.ehealthinsurance.com/resources/affordable-care-act/much-health-insurance-cost-without-subsidy

Plan Administration



Claims Adjudication & Bill Revie

ATraditionally TPAs had few incentives to scrutinize incoming claims. With little
oversight from the employer, it may have been in their interest to have a low bar
for approving claims to strengthen provider relationships for their fully insured
offerings, especially if their fees are based on percentage of settled claims.

AStudi?S of claims have estimated between 30% to 80% of medical bills contain
errors.

AAs employers look to control costs, they can pressure TPAS to exercise more
scrutiny over claims or bring in specialists to work with their TPA to review claims.

ASuch specialists typically use a ddtaven approach to identify unusual individual
claims, patterns ot claims or simply prioritize claims for review over a certain
dollar amount. Their process starts with looking for obvious errors followed by
more detailed review, crosshecking against negotiated rates and in some cases
even repricing charges. The claimis then negotiated to a settlement, however if a
settlement is not easily reached there is a chance that the member could receive
a balance bill or the claim could end in litigation
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https://www.wsj.com/articles/SB10001424052748703312904576146371931841968
http://www.reconstructinghealthcare.com/episode-36-merrit-quarum-m-d-wellrithms-inc/

Fraud Detection

A It is estimated that fraud accounts forl®% of US healthcare spendingrivate insurers and CMS dedicate
significant resources to tackle fraud while employers rely largely on their TPA for this function. Some
employers are beginning to take a more active role in tackling healthcare fraud.

Types of most common fraud relevant to employers

A Provider sideUpcoding (charging for more expensive service than was rendered), phantom billing (charging
for things that did not happen), unnecessary care, misrepresentation of services (performing services not
covered but billing as a covered service), unbundling (charging separately for procedures that were part of a
single procedure), masquerading as health professionals (delivering services without a proper license).

A Member side:Doctor shopping (bouncing from one doctor to another to obtain multiple prescriptions for
controlled substances), _|dentﬁy theft (impersonation of member to utilize health benefits), dependent and .
spouse benefit ineligibility (claiming to be eligible for benegd Y Nt t AY3 || Tl YAt e YS
claiming a spouse was not offered health insurance by their employer).

A How can employers act®/hile employers may not have the expertise to directly tackle fraud, they can work
with their TPA t0 exercise greater oversight or partner with thlr_d_lqartles to administefrantl initiatives.
Employers can implement tjpont verification of dependent eligibility or retrospective audits, although
both of these approaches may be met with some hostility from employees

1 BCBS Michigan: Fraud StatisBddore companies require employees to verify status of spouses and depen8lents



https://www.bcbsm.com/health-care-fraud/fraud-statistics.html
http://legalnews.com/detroit/1437507

Health Risk Assessmel

A Health Risk Assessments (HRAs) are typically annual surveys that ask a wide range of questions about a
member's health, healtlielated behaviors and other social determinants. They often include aspects of
patient-reported outcome measures such as the PHQr the VRL2 to assess mental health and general
guality of life. Their results can be used by plans to design benefits, predict health costs, identify members
for disease management programs and evaluate ywar-year outcomes from health initiatives.

A While HRAs are not new, they are increasingly being delivered electronically creating opportunities for more
Interactive experiences, more frequent data collection, fluid risk modeling, seamless integration with other
programs and data sources (for example, making HRA information available to care mana%;_ement rograms
or drawing in information from interactions with care navigators in to a risk assessment profile) and real
time analytic capabilities.

A HRAs still come with some challenges:

A Gettir&? employees to complete HRA3RAS are typically voluntary, otherwise they may fall foul of the American Disability
Act. Given the private nature of the questions asked in HRAs, émployees are often reluctant to complete them. Financial
incentives can boost engagement significantly.

A Asking the right questionsiRAs probe on sensitive topics and gather extremely valuable data, but at the same time cannot
be excessively burdensome. As employees go through multiple annual cycles of HRAs there may be opportunities to build on
previous answers instead of asking the same questions.

A Engaging spouses and dependen8pouses and dependents are equally as important when it comes to controlling
healthcare costs, but may be more difficult to engage in an HRA program. As with employees, under many circumstances,
financial incentives can be offered for engagenielitis unclear whether gathering health risk assessment data on
dependents under the age of 18 is even permissible.

1 Example Health Risk Assessment for Cigna Arizona Medicare Advantage Pl2aii2019y R 6 2 NBE ¢ 2 NJ awSljdzA NERE | w! & 2 NJ o 3EPEOG: inbehties toriidiSASsessheNt of LINE
Spouses Permitted



https://www.cigna.com/static/docs/medicare-2019/az-health-risk-assessment-form.pdf
https://www.welcoa.org/blog/mandatory-required-hras-biometric-screens-problematic-law/
https://www.shrm.org/resourcesandtools/legal-and-compliance/employment-law/pages/eeoc-health-assessments-spouses.aspx

Benefits Awareness & Educatio

A If members are not aware of the benefits available to them and do not understand the design of
their health plan, the)(_ are unllkeI%/ to maximize the value of their benefits at their moment o
need, they are more likely to fall foul to the many traps of insuranased cove_ragieeg.
g_nlnt?_n%[ogally going oubf-network or failing to use an FSA) and are more likely to be

Issatisfied.

A Benefits such as Employee Assistance Programs (EAP) are notoriously uridstudess report
that only 19% of employees have a high level of understanding of their berefdsew
Americans understand basic health insurance térriibese represent opportunities to boost the
iImpact and ROI of a carefully designed benefits package.

A Strategies to boost awareness and educate employees include:
A Attention to Insurance ID card design to ensure members know where to learn more
A Benefits portal that is easy to navigate, includes all programs and is mobile ready
A Simplified benefits materials available in multiple languages
A Video educational content that can be specific to member plan or about general health insurance
A Benefits fairs, benefits educators, benefits champions within your organization
A Incentives for viewing benefits content, completing quizzes or training R
Al NB yIF@AIFrG2NBR 2NJ aYSYOSNI I R20I 1Sa¢ o6K2 I NB SEL.

1 Workforce: EAPs are Valuable but Underugénternational Foundation of Employee Benefit Plans Survey R&ulg f A O DSy dzAiayY n o6 4A0 KSIfdK AyadzNIyOS GSN¥ya



https://www.workforce.com/2017/05/23/sector-report-eaps-valuable-underused/
https://www.ifebp.org/bookstore/benefits-communication-survey-results/Pages/benefits-communication-survey-results.aspx
https://www.policygenius.com/health-insurance/learn/health-insurance-literacy-survey/

A

A

One key advantage of sdlinded employer health plans is access to data. Access to employee claims brings huge respouosihlgioydignificant
opportunities to better understand and better serve a member population while using resources more effectively.

Technology is also making it easier to integrate other forms of data, from health risk assessments and Rx claims to thaih ety vendors and
electronic health records in to a unified data warehouse. With the right tools, plan administrators can gain a more cangpietd-time view in to
member health and health plan performance.

Here are just a few examples of how plan data could be used to reduce plan costs:
A Identify costly and avoidable patterns of healthcare usage and implement benefit changes to shift use. For examplegdeniiable ER usage and act by
commissioning a new telemedicine program for lower acuity emergent conditions.
A Close the feedback loop by monitoring the impact of that same telemedicine program to see whether members are engadiegaittptogram and whether
avoidable ER usage decreased.

Identify that relatively few members with a hypertension diagnosis actively filgmirtension medications. Act by reduciocgstsharing for first line antihypertensive
medications and monitor uptake.

A

A Implement an outcomebased contract with the manufacturer of a highst drug to control asthma based on a measurable redudtiseadmissions. Redeem a rebate
when the drug fails to deliver the expected benefit based on your claims data at the year end.

A

Identify the top 5% of members based on healthcare spending and find common threads in causes for high spending. Iti@oNetioeaclinical team or perhaps the
contracted ACO the members are part of, craft a tailored outreach strategy aimed at improving care for this populati@lueind lengterm spending.

A Assess returon-investment of benefit adebns such as care management programs at the end of a plan year and decide whe#mavicor reallocate resources.

Employers should consider health plan data a strategic advantage and ask more from their TPAs and partners both in hhan@rigaquency of
their data feeds. While data security and privacy will be of utmost concern, investing early in a data warehouse strafppidhiaked and
structured data across a wide variety of sources in a single place that can be easily queried is likely to pay divitelmhgrnuh and provide a
great deal of flexibility to implement more innovative plan designs.



COBRA Cost;s

A COBRA continuation of coverage is a temporary continuation of group health coverage that would otherwis
be lost due to life events such as termination of employment, reduction of hours, death of an employee and
divorce. Mandated under ERISA, most-figtided employers are required to offer COBRA coverage totheir
employees after a qualifying event, provided they have had at least 1 day of health plan enrollment.

A COBRA coverage can last 18 or 36 months and can be retroactively applied up to 60 days after a qualifying
eventl. Unlike subsidized employee premiums, employers can charge up to the full prefar@OBRA
coverage plus a 2% administration fee or 150% of the full premium In the case of a disability extension.

A With a fluid and lowunemployment jobs market COBRHAgiblesr NE f A1 St & (2 a6A00K
plan. For those not finding rémployment, COBRA may be expensive compared with subsidized policies
obtained through the exchange. However, members who are already receiving medical care and wish to
keep their network and level of coverage, older members who facea@géd plans in the exchange, or those
with large families who might see higher relative premiums on the exchange may wish to active COBRA
coverage. The 66ay grace also creates a free option of catastrophic coverage during the period.

A While most benefit design strategies that apply to employees will also appI%/ to COBRA enrollees, employers
may also look to remove any subsidies from COBRA premiums, reassess how they calculate their COBRA

Bremi_ums (as the rules allow much room for interpretatipand consider increasing their waiting period for
enefits eligibility to reduce COBRA liability.

1581 NIGYSyid 2F [62NY 'y SYLX 28 SNR& 3dzi R 2Hawads the AE@BHRA Jat& iBrlsdisiréd plend ¢aiculatedel (LIS YO SADES NIh I & ! dzfi BBKISEh Fwy Ra
employees elect COBRA coverage, companies paying significantly higher clahBousikey& Clarke Compliance Overview: COBRA Premiums



https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/publications/an-employers-guide-to-group-health-continuation-coverage-under-cobra.pdf
https://hr.cch.com/hhrlib/issues-answers/How-is-the-COBRA-rate-for-self-insured-health-plans-calculated.asp?date=February-27-2017
https://wolterskluwer.com/company/newsroom/news/2006/12/spencer%E2%80%99s-cobra-survey-finds-more-eligible-employees-elect-cobra-coverage-companies-paying-significantly-higher-claim-costs.html
http://www.boucheyclarke.com/wp-content/uploads/2016/03/COBRA-Premiums.pdf

Benefits Portals

A A critical aspect of successfully implementing and changing benefit designs over time is being
able to communicate those behefits and make them readily accessible at a time of need. As
health plan designs have become increasingly complicated and employers have added new
programs, many of which | have talked about in this document, the need for a more cohesive one
stop member experience has never been greater.

A Traditionally benefits are communicated as part ofmarding and open enrollment and the
details of those benefits contained within thick paper binders or static company intranet sites. As
gm[PIdees now expect to learn about and access those benefjts online and through their phone,
UKSNBE Aa |y Z2LILIRZ2NIUdzyAue 02 ONBIOGCS | €2y a U z
(through technologies Such as single sogr) and simplified for the member accessing it.

A Several approaches have emerged: Companies suChst§ght-Healthand Aminostarted with
provider segrch bug have expanded to become-$eltvice benefits PlathrmﬁollectlveJ—lealth A
gK2 qulNUSR Ia | YZRSNYy ¢t! | YR Ygﬁ RST AUJSNJI
l RG220l USaeg K2 szyom\_z%/ Fa yYIGAIlT U2NRAD® / I Nb
voice-enabled benefit portal. Insurers are working to modernize their member experience with
collaborations such as Anthem Engag€ompanies liké/orkdaywho have consolidated the HR
stack also have a significant opportunity to extend their reach to benefits portals.

1 Anthem Blue Cross to Launch Integrated Digital Benefits and Health Engagement Platform



http://www.castlighthealth.com/
http://www.amino.com/
http://www.collectivehealth.com/
http://www.workda.com/
https://www.anthem.com/ca/press/california/-anthem-blue-cross-to-launch-integrated-digital-benefits-and-health-engagement-platform/

ThirdParty Administrators

AEmployers are beginning to expect more from their TPA to enable cost
containment and deliver a more integrated and modern member
experience. Here are just some of those of the features we are beginning t
see in TPA offerings:

A Easy and mobile access to ID cards, EOB, deductible status and HSA/FSA/HRA
A Accessible support services for members to help navigate benefits

A Integration with other vendorseg.care management, telemedicine, smoking
cessation, health risk assessment, wellness programs, care navigation)

A A more rigorous adjudication of claims including bill review
A Realtime analytics enabling more responsive benefit design

A Easy to use and current provider directories contextualized to Plan network with cost
and quality information. Uniting network design, direct contracting arrangements
iIncludingCoEsand onsite clinics.

A Price transparency and cost comparison tools
A Electronic and mobile document sharireg. scanning of bills



Engaging spouses and depende

ASpouses and dependents enrolled in group health plans are equally
responsible for employer healthcare costs as employees, yet most
awareness, education and outreach programs focus on the employee.

AWhile employees may be invited to benefits fairs, access benefits
Information on the company intranet and meet with benefits vendors,
spouses and dependents rarely have access. Their main experience is
receiving their punctout ID card in the mail.

ATo unlock the ROI of benefit design employers can:

A Create benefits portals that are accessible to spouses and dependents from the open
enrollment period through the plan year

A Send welcome packs explaining benefits in the mail and/or email, if appropriate with
translations

A Invite spouses and dependents in for benefits events and fairs

1 NEJM Catalyst: Facilitating Health Insurance Enrollment in an Uncertain Environment



https://catalyst.nejm.org/health-insurance-education-enrollment/

PBM Strategies



Prior Authorization

A Prior authorization (PA) is a form of utilization management that can be ach!Ie'd to a wide variety of medical procedymestickatreatments and
drugs. As the name implies, authorization must be granted by the plan administrator for associated claims to be paithe [yauthorization
requirement is identified before prescribing or initiating the procedure or treatment, so it can be proactively sougktdrtified after prescribing,
at the pharmacy, the patient can choose to gadfy for the drug to be dispensed or the_P_harmat_:lst can request the prescrilongler initiate the PA
Brocess. If a procedure or treatment is performed without prior authorization where it is required, claims will be deriegriber cannot typically

e billed and the provider loses revenue.

A PAis usually applied to certain high cost procedures, treatments, high doses or where there may be cheaper or hightarmatives. It adds
significant administrative burden for the provider, patient and health plan that can add delays to care delivery, hovgawardtas a tool to verify
tf;a%thclallms are medically necessary and ensure adherence to plan defined guidelines. Appeals can be lodged, and exaepticatstiye discretion
of the plan.

A There is a surprisingly lack of studies demonstrating the-wmstrolling impact of prior authorization. However, in one recseties of Medicare

demonstrations spread over 6 years across just 5 services/items saved betweeh®inland most agree that prior authorization controls costs, at

least in the short term, by adding hurdles to expensive claims and encour ng apﬁ)roppateAutlllzatlop. Others argugclhap?@re&lljlded by cgst . A
20 2dz0Q2YSa YR aKlI LIS LINF OuAOS LT Zyd uKS, LIL uK 27T _fsignifigant b %Boﬁl\aulg)f S,
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associated with PA, 78% reporting PA can sometimes lead to treatment abandonment, 84% of physicians reporting PA haexadnggiyohigh

burden on their practice and 34% em_ploylng staff who work exclusively on PA. It has been estimated that a physiciastaf sipeind up to 2

hours per week on PA requests, costing $69bn per year nationwide, much of which is passed on fo payers

A How can employers improve the effectiveness and reduce the negative consequences associated with PA?

Provide easy to access details of prior authorization requirements for patients and providers and encourage streamlioaitglgot authorization processes
Develop valuéased relationships that remove prior authorization requirements, allow freedom of practice but with spendisg@gdahared risk

Direct contracting relationships that are trust based, removing prior authorization but with retrospective oversight

Implement quality measures that serve as proxies for appropriate care utilization, allowing removal of PA policies

Integrate prior authorization processes in to EHR and payer systems to alletimreadjudication (this work is underway wigiojects like HL7 FHIR Da Vinci
Harmonization of PA policies among payers and collaboration with providers to agree upon common standards of PA

Do Do T I o Do

1 GAOQO: CMS Should Take Actions To Continue Prior Authorization Efforts To Reduce 2i28idirAMA Prior Authorization Physician Sur8éjodifying prescribing behavior of angiotensin receptor blockers by
selectively rescinding managerial prior authorization requirements for losdrfamactice characteristics and prior authorization costs: secondary analysis of data collected-bieSiail central New Yorkibhary
Care PracticeS Uncompensated Medical Provider Costs Associated with Prior Authorization for Prescription Medications in an BIVhelipioor authorization predicametHL7 Da Vinci Project Use Cases



https://www.gao.gov/assets/700/691381.pdf
https://www.ama-assn.org/sites/ama-assn.org/files/corp/media-browser/public/arc/prior-auth-2017.pdf
https://www.ncbi.nlm.nih.gov/pubmed/21689138/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3945478/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4892366/
http://www.medicaleconomics.com/modern-medicine-feature-articles/prior-authorization-predicament
http://www.hl7.org/about/davinci/use-cases.cfm
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STEP 1 MEDICATIONS STEP 2 MEDICATIONS STEP 3 MEDICATIONS

Cholesterol Lowering

atorvastatin (generic Lipitor*) Crestor® 5mg, 10mg Altoprev®
lovastatin (generic Mevacor®) Lipitor® {brand enly)

pravastatin (generic Pravachol®) LiptruzetT™
simvastatin (generic Zocor®) Livalo®
Mevacor® (brand only)
Pravachol® (brand only)
Vytorin®

Zocor® (brand only)

Example of Step Therapy in Treatment of Hypercholesterolemﬂa
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p_rggref?smtm through different lines of therapy to reach more expensive branded drugs or options that come with greater
side effects.

A On failing a Step 1v08tion4 authorization can bg gained for a Step 2 medicatiop and so on. Exceptions ¢an he madg at the
t . aIQad RAAONBUAZY 2y OtAYAOItT 3ANRdzyRa 2NJAY UGUKS OlasS 2%
new plan design.

A As with most forms of utilization management the literature is crowded out with patient and provider centric studies on
the negative consequences of step ther&Pynd 18 states have moved to impose restrictions on steg therapy for
commercial planfsand some are pushing for changes to ERISA to make step theraBy more patientfri€hdig is some
evidence of cost savingand Medicare recently gave it a cautious endorsement for Part B irAgsommercial insurer
publicly lists over 100 drugs in their commercial plan that are subject to step therapy

A Itis reported that 75% of large employers already offer plans that use step tifetdpw could employers gain the
benefits of step therapy without the negative impacts? With a very similar approach as to prior authorization:

Provide easy to access details of step therapy requirements for patients and providers and encourage streamlined el¢ttooizetian processes

Develop valuéased relationships that remove step therapy requirements, allow freedom of practice but with spending godisraadrisk

Direct contracting relationships that are trust based, removing step therapy but with retrospective oversight

Implement quality measures that serve as proxies for appropriate care utilization, allowing removal of step therapy policies

Integrate step therapy processes in to EHR and payer systems to alletinreadjudication (this work is underway with projedike HL7 FHIR Da Vipci

Harmonization of step therapy policies among payers and collaborate with providers to agree upon common standards afagiep the

To oo oo Too o I
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Therapy Coverage Polick$)nitedHealthcare: Clinical Program Drug Step Thecapgmmerciab Plansponsor savings and member experience with poifservice step therap@ Is Step Therapy a Move In the Wrong
Direction?7 FailFirstHurts.or@ AAD: Step Therapy Legislat®dg K SNE Q& I . SGGSN) 2@ ¢2 52 {G§SLI ¢KSNI LR



https://www.managedcaremag.com/news/20180220/step-therapy-approach-lowering-health-care-costs-raises-concerns
https://www.cms.gov/newsroom/fact-sheets/medicare-advantage-prior-authorization-and-step-therapy-part-b-drugs
https://www.healthaffairs.org/doi/10.1377/hlthaff.2014.0516
https://www.uhcprovider.com/en/resource-library/drug-lists-pharmacy/clinical-drug-step-therapy.html
https://europepmc.org/abstract/med/15298367
https://www.managedcaremag.com/archives/2017/1/step-therapy-move-wrong-direction
https://failfirsthurts.org/
https://www.aad.org/advocacy/state-policy/step-therapy-legislation
https://www.managedcaremag.com/archives/2018/11/there-s-better-way-do-step-therapy

Quantity Limitation

A Lim'it% (lgan bﬁ- Sr?'E[ tf]or selg_ct rtr_ledi_cations odn the qlﬁntli_ty %ntd time S— The drug classes listed in the below chart are sublectto qu:
eriod for which the medication is covered. (Fuan ity limitation is  Bas Il Ll Jotes de S ait s AU O el i
ypically used where there might be potential for abuse, addictior [P ovarmey 0 Sublect (o formlaty pror atihonzation S
resale or where the medication is only approved for short term Exceed Quantity)
use. It may also be limited based on clinically accepted guideline £ e Long and Short Acting Beta2 Agorists (exarmples: Advalr, Proai
g;\% ﬁ%\ggg against long courses of medications or exceeding a  FHESEEIEE FEE005 steroids and Anthistamines (example: Nasonex)
. ClEGRIESEL LG EEY Anticholinergic, Combination and Mast Cell Stabilizer
re;spiratory (exa_mple: S_piriva) .

A Quantity limitations on opioid based medications are becoming [ Sorlomlene '"t';aée;‘(t‘:":;“t:fd FlZZiZIl, —
increasingly common in response to the opioid ctisis artomi XR (oxscodono/APAR £ o

A" A thorough review by KEBf the evidence behind cost control e e o IS ooy (Avinza, Kadian. Yes
strategies for prescription drugs cites studies that found quantit Oxycontin (0x60dons ER) ves
limits could reduce Toradol (for acute severe pain) claims by 45% Hydrocodons ER (Hysingla ER, Zohydro ER) e
andtS|&n|IarIy Wr(ljetr)l uielzntzltées of trlpt?hns dispensed for migraines Opana ER (oxymorphons ER) Ve
COSts decrease y ' per mon . Hydromorphone (Exalgo) Yes

A Clearly there can be negative impact to the patient if quantity Tramaco procucts {iram, Jiracel o
limits are unreasonable or are applied without understanding the Stodol TS buowhard) e
nuance of the clinical need. In another study in the the review VR oy Amerge, Axert, Frova, Alsuma, Imitrex, Maxatt, Relpax, Migranal)

. Sumavel Dosepro, Treximet, Zomig, Migranal

they compared fills of 18ays, 36days and 9@lays of a number : -
of medications. They found that despite wasted supphes?@jb _ infiucnz= Tamiflu, Relenza . :
fills were more cost effective due to the increased cost of having [T Cialis, Levitra, Staxyn, Stendra, Viagra, Caverject, Edex, Muse Ci:"(:’écrf]‘;)

to write more prescriptions.
Example CVS Caremark list of Quantity Limited Brugs

1 Avalere: Limits on Opioid Prescriptions Are Becoming More Widesgr€aE Caremark Quantity LinBtKFF: Cost Containment Strategies for Prescription Drugs: Assessing the Evidence in the Literature



https://avalere.com/insights/limits-on-opioid-prescriptions-are-becoming-more-widespread
https://www.caremark.com/portal/asset/Quantity_Limits_from_Fairfax_Drug_Lists_Guide.pdf
http://www.puppem.com/Documents/Cost-Containment-Strategies-for-precription-Drugs-Assessing-The-Evidence-in-the-Literature-Report.pdf

Narrow Pharmacy Networks

A As with provider networks, plans are increasingly using narrow pharmacy
networks to control costs, build networks based on quality and increase data
sharing capabillities. As almost all PBMs become vertically integrated in to plans
and pharmacy chains it is not surprising that we are seeing a trend toward
networks defined around those same vertical lines.

A According to surveys, the use of narrow pharmacy networks in employer
sponsored plans is growirggn 2016 an estimated 50% of plans had narrow
networks of which 36% had a preferred network and 14% had a limited network,
which they defined as <20,000 pharmacies for traditional medications d&nd 1
pharmaciés for specialty drugs

AWnhile there is little published around the cost savings narrow pharmacy networks
can achieve, CVS Health report that people in narrow pharmacy networks were
more adherent, citing that fewer people use multiple pharmacies which results in
easier refills and better clinical oversight

1 Preferred Pharmacy Network will dominate 2018 Medicare Part D @&\S Health: Could having fewer pharmacies in a network improve adhei@ies? Commercial Payers are Adopting Narrow Retail Pharmacy
Networks



https://www.drugchannels.net/2017/10/exclusive-preferred-pharmacy-networks.html
https://cvshealth.com/sites/default/files/cvs-health-narrow-pharmacy-networks-support-medication-adherence-infographic.pdf
https://www.drugchannels.net/2017/01/yes-commercial-payers-are-adopting.html

Formulary Desig

A One of the primary duties of a PBM is to maintain a formulary. At its core is tigeiog management of a list of medicatiormt for given
indications, are covered under the benefits plan. There has been a shift away from open tormularies toward closed fotmataxetide many
drugs often based on cost and only coverforimulary drugs for medical necessity.

A At most PBMs the the formulary design is guided by three key steps that are performed for new medications and-goiag bas:

1. Therapeutic assessment: investigating the therapeutic evidence base for, and efficacy of a given medication.
2. Pharmacy & Therapeutics Committee: assessing indications and where that medication fits in with existing medicationfowithlarg.
3. Value assessment: considering price, efficacy and outcomes and deciding whether the medication offers enough valué@for inclus

A Several factors may also influence the assessment process including negotiated discounts from stakeholders in the sypgtyciary
_requwemlggtl\s;l, precedents for coverage, patient & provider feedback, the pressure to reduce costs payers amigbrofitincenves to preserve or
improve margins.

A The formulary is an important tool in reducing Prescript_ion drug spending that can also have both positive and negatitgsoimpiawiders, patient
access & affordability and the care they ultimately receive.

A Formularies have a wide range of mechanistosexercise cost control, including:
A Utilization management such as tiering, prior authorization and differentiatsiosting as mentioned in other slides
A Exclusions: excluding new medications from the formulary or removing existing medications from the formulary entirely
A Indication restrictions both o#abel and offlabel
A Generic switching and formulary preference toward lower cost medications
A As with many other complex benefit designs, there is often a disconnect between design anih tisis case between the formaly and actual
rescribing. While employers can influence formulary design to help control costs, they should also look for ways to relthogieiqr example,

hrough infegration of formularies with clinical systeithrough standardization of formularies across employers, streamlining and integration of
utilization management and better patient/provider access to the specific details of their formulary.

1 P&T Community: PBM P&T Practi@blercy Health saves $42m by tying list of approved medications ta3HdRether is better: Standardizing a health system formulary



https://www.ptcommunity.com/system/files/pdf/ptj4205330.pdf
https://www.healthcareitnews.com/news/mercy-health-saves-42-million-tying-list-approved-medications-ehr
https://www.pharmacist.com/together-better-standardizing-health-system-formulary

Tiered Formulary

A In tiered formularies drugs are segmented in to tiers, primarily based on cost. Those wit
the highest cost are in higher tiers that can come with highepays or cansurance.
Lower tiers typically include generic medications whereas higher tiers tend to include

branded and specialty drugs often requiring prior authorization.

A KFF report that in 2019, 92% of workers were in tiered formulary plans with 88% in plans
with three or more tiers and 48% at large firms in plans with four or moreltigvhere
there is a tier exclusively for specialty drugs, 59% of those tiers were subject to co

Insurance.

A The evidence is mixed for tiered formuladesd NY, MA and VT have moved to limit
Insurers to three tiers while NY lpI’OthIt$ the use of specialty tiers. There is evidence that
tiered formularies reduce overall spending and encourage generic switéhogever it
is likely to come at the expense of increased member-sbating, particularly for those
who require specialty drugs. Increased eskaring in the context of tiered formularies

has also been shown to decrease adherence

1 KFF 2018 Employer Health Benefits Survey: Prescription Drug Berdifiingersity of Wisconsin: What works for Health? Tiered Formul&ridwe effect of a thregier formulary on antidepressant utilization and
expenditures 4 Economic impact of ambulatory care formulary restrictions at a large county health sg$awh Tiered Formulary Designs Yield Poor Outcomes, Higlé Bost Do IncentivdBased Formularies Influence

Drug Selection and Spending For Hypertension?



https://www.kff.org/report-section/2018-employer-health-benefits-survey-section-9-prescription-drug-benefits/
http://whatworksforhealth.wisc.edu/program.php?t1=22&t2=17&t3=30&id=54
https://www.ncbi.nlm.nih.gov/pubmed/18509214
http://www.ajhp.org/content/70/14/1238.abstract?sso-checked=true
https://www.managedcaremag.com/archives/2004/8/bad-tiered-formulary-designs-yield-poor-outcomes-high-cost
https://www.healthaffairs.org/doi/full/10.1377/hlthaff.23.1.227

Non-Medical Switching
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lower cost alternatives for nemedical reasons through formulary changes (adjusting tiers, dropping coverage), réjecting patien
coupons ég.throughcopay adjustersand financial incentives given to providers for switching.

A A strong argument can be made that, for medications where a cheaper equivalent %$neric_ alternative exists, switching to that
generic at the time of their repeat refill may have a negligible or positive impact on the patient, reducing costs fantaagl
potentially reducing patient costharing.

A Conversely there is a growing backlash led by patient advocacy I(%|roups, providers and pharmaceutical companies against non
medical switching, especially when changes are made midway through a planNeamedical switching may lead to switching
to different medications within the same therapeutic class, from costly biologics to biosimilars and to medications that have
different formulations or release mechanisms.
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chronic condition. Studies (although beware vested interests) have shown higher downstream health care costs due to non
medical switching, risk of treatment abandonment and worsened outcéites

A How can employers retain the benefits of a nimble pharmacy that is responsive to manufacturer prices while avoiding ibe negat
consequences Of switching? Here are a few ideas:

A Foster more accountab_iliéy, (through accountable care, bundled payments or otherwise) for pharmacy costs among providéraeiot
prescribing and on periodically reviewing active repeat prescriptions.

A Grandfather coverage during the plan year and offer upsidly incentives to the patient for switching to avoid risk of treatrne
abandonment

A En%oH_rage greater standardization of formularies and invest in clinical guidelines that can be broadly adopted to drnce-bamsk
switching

150-State Network: Patients seeking stability must be protected from insurers constantly changing which drugs areZzbgratedical switching from Originator Tumor Necrosis Factor Inhibitors to their Biosimilars: A
Systematic Revie® Shortterm costs associated with nemedical switching in autoimmune conditioAd he impact of normedical switch on type 2 diabetes patients treated with canagliflozin in the commercially insured
US populatiord



https://www.50statenetwork.org/all-issues/non-medical-switching/
https://www.ncbi.nlm.nih.gov/pubmed/30084060
https://www.ncbi.nlm.nih.gov/pubmed/29998841
https://www.ncbi.nlm.nih.gov/pubmed/29671627

Transform the PBM Model

A PBMs arose from the Medicare Modernization Act of 2003 to implement tighter cost controls and utilization managementdonibgrdrug costs
and negotiate discounts with pharmaceutical companies. Since their creation there has been S|§t;n|f|cant consolidatiort su2lifiahree
companies controlled 72% of market share (A Health 25%, CigBapress Scripts 24%, UBBtumRxX22%) with all three now vertically
integrated with commercial insurers.

A What does it take to be a successful PBM?

A Scale of me__mpershipfhrouqh employers, commercial insurers, Medicare Part D plans and Medicare Advantage.-Retn@vigegamerger, for example, fther
OSYSyua [ =*={ SHrtuKQa OFLIWNAGS YSYOSNRERKALID

A Negotiated discountswith scale of membership, PBMs can use their purchasing power to negotiate steep discounts from pharmaceutical comipafoesioftiower
list prices and rebates, extracting a fee through spread pricing. This purchasing power also helps keep new market@ntrants o

A Clinical & administrative capabilityPBMs maintain a formulary, manage utilization through mechanisms such as prior authorization & step therapy that diso provi
leverage in negotiating discounts: Tailoring benefit design, handling and paying claims.

A A network of pharmaciesDue to the market dominance of PBMs, most pharmacies work with all the major PBMs.

A Critics claim that PBMs are intermediaries who use their market dominance, lack of transparency and formulary contrely(tteatiriven as much
by profit making incentives as clinical evidence) to extract large rebates that they get to keep, while inflating ppeéerits* and payers.

A What can employers do?

A Start their own PBMFor the reasons above, this is no mean feat and is likely to be met with retaliation from the incumbents. Walmart hiss2@i@8ljt formed a close
partnership with WellPoint Next Rwith a potential view to acquisition, however Express Scripts swe;lpt in the following tyear to acquire the PBM for $4.7lamt Mégtm
\év_ell gett% second shot as rumors swirl around their acquisition talked with Humana" taegést PBM. TRICARE anticipated savings of $1.67bn by negotiating itS own

iscounts.

A Lobby for more transparencfEmployers can apply pressure to PBMs to make concessions.oReale discounts are one such concession where PBMs will start | L.
applying a portion of their rebates to pohof-sale prices thus lowering owtf-pocket costs for patients. Some next generation aa I N5 2-ti KNRHzZAKe a YR R§
where negotiated discounts are transparent and only a fixed administration fee is charged.

A Form a coalition and partner with or acquire PBM:KS | ST £ 6 K ¢ NI yaF2NXYI GA2 )( FEf ALYy Ol anbduncéd a partne&ship withy S NA O | ¢
CVS Health an@ptumRxo chan_Pe how companies prowd\(lavgharmacy benefits with moye trangparency, a)wer prices and unified fovrﬁm.‘BarmaF%as a potential
blueprint for employers, Prime Therapeutics was formedwResPaE "I ¢t ! Y S NH S R-ha#ide ibnulary mafagemnbnQcampany, Pharmacy Gold. Prime
Therapeutics now has 18 Blue Cross owmestomers and recently formed an alliance with Walgréens

1 Patients Overpay for Prescriptions 23% of the Time, Analysis $owdd a WaMart PBM succeed3 Health Transformation Allianc®One Year Later a Group of Leading Private Sector Companies Is Working To Fix a
Broken Health SystedhPrime Therapeutics HistoB/PBM P&T Practicégppendix:PBMs, alliances and vertical integrations



https://khn.org/news/paying-cash-for-prescriptions-could-save-you-money-23-of-the-time-analysis-shows/
https://www.managedcaremag.com/archives/2008/4/could-wal-mart-pbm-succeed
http://www.htahealth.com/about/
http://www.htahealth.com/wp-content/uploads/2017/11/TG-Private_Sector_Health_Care_Reform_Moves_Ahead-1.pdf
https://www.primetherapeutics.com/en/about/history.html
https://www.ptcommunity.com/system/files/pdf/ptj4205330.pdf

OutcomesBased Contracting

A Prescription drug costs account for 9.5% of total US healthcare spending in 2017 and continue to grow at a rafi $&bein
%8%/4 a}nd 8%1% In 2015Spending is mainly driven by highice brand name drugs that account for about 12% of prescriptions but
o of cos

A OutcomesBased contracting, sometimes referred to as vehased pricing, has been proposed as a way taper growing drug
spending by tying the price paid for higbst drugs to measurable outcomes in the patient populations'they treat.

A Many newly approved highost dru_ﬂ;s have only been demonstrated to be effective in small targeted populations and lack the
realworld evidence that comes with many years if not decades of use. Outebasesl contracting also offers the potential to
broaden access to new therapies by ensuring payers get value for their money in return for inclusion on a férmulary

A Most outcomesbased contract thus far have been based on manufacturer rebates that can be claimed if outcome targets are not
(rjneit. For a robust contract, outcomes must be easily attributed and measured, and currently are largely obtained throwggh claim
ata.

A KPMG reports there are 25 branded therapies under vhlased contracts, that includeuxturna(a onetime gene therapy that
costs $425,000 per eye) with Harvard Pilgrim tied to measurable improvements ihasigHErnesto (sacubitril/valsartan), a
combination drug to treat heart failure from Pfizer and Aetna tied to the reduction in readmissions it achieved in itSezdie

A As the authors of the Commonwealth study point out, we are still early in testing this new model of payment and curreptly man
limitations exist including a focus on shderm and surrogate outcome measures that may not be truly réflective of meaningful
outcomes. Furthermore, this prlcmgcgl model is only likely to be applied to a small subset of drugs and it is unclear whether
manufacturers will simply increased prices to negate the impact of outdoased rebates.

A The core conc%t of Outcomdased Contracting is one that is propagating through healthcare in the form models like bundled
payments and ACOs, which also share the same challenges of outcome measurement. Employers can consider using this same
model as they approach their benefits and vendors they engage with.

1 What are the recent and forecasted trends in prescription drug spen®r@@tcomesBased Pharmaceutical Contracts: An Answer To High US Drug SpéitiegRaked Truth About Outconfased Pricing



https://www.healthsystemtracker.org/chart-collection/recent-forecasted-trends-prescription-drug-spending/#item-start
https://www.commonwealthfund.org/publications/issue-briefs/2017/sep/outcomes-based-pharmaceutical-contracts-answer-high-us-drug
https://social.eyeforpharma.com/access-and-evidence/naked-truth-about-outcomes-based-pricing

Copay Accumulators/Maximizers/Adjustey

A In order to increase access and help counter increasingpbpocket costs, pharmaceutical companies have
been offering patients coupons that help cover the expense.

AExample] SGQa al & I Y-eimd30Dpdr étnonth Yioldgic dné tifed have a HDHP with a
deductible of $6000. The pharmaceutical company might give them a coupon that offers the drug for only a
$10 CGE)G% with the pbarma coj gany picking up the balance ($2990 per month). Historically thaf balance,
g 2 dz 0S O2dzy uSR uU2Z2gl NR UKS YSYOSNXRa RSRdAzOUAOf SZ
have almost met their deductible and only be $20-otHpocket. The employer would then be on the hook
costsharing until the OOPM and the full price thereatfter.

A Proponents argue that coupons increase access and affordability of much needed therapies but it also
removes weakens cosharln? Incentives and might encourage misuse or inappropriate use of these high
cost therapies by members to reduce their overall-ofHpocket expenses.

A Copay accumulators (also known as copay maximizers or adjusters) prevent these coupons from counting
toward the deductible or OOPM. Thus in our example above, if the coupon were still active, the member
would pay $20 out of pocket for the first two months, then $3000 in month 3 and $2960 in month 4 before
co-insurance kicks in. For consumer sensitive to reaching their OOPM, the $3000 biologic how looks rather
expensive. The pharmaceutical company has lost a lever to reduce atlerasmmm% and might consider
reducing the price of the biologic, although the difference between $3000 and $10 is vast.

A Copay adjusters are currently used by around 25% of employers but expected to grow rapidly over the
coming years

1 Walmart, Home Depot adopt health insurer tactic in drug copay battle



https://www.reuters.com/article/us-usa-healthcare-employers/walmart-home-depot-adopt-health-insurer-tactic-in-drug-copay-battle-idUSKCN1NI1F1

Mail-order Pharmacy

A As consumers grow accustomed to having almost everything delivered to their doorstep, medications seem the next logical step.
Mail-order pharmacies have operated for many decadex there is a good body of evidence that the medications delivered to
the doorstep can be safelead to greater adherenéand better outcomes

A New technologies make mail order pharmacy at scale a more compelling proposition, not only for refills but dlswefastd
time-limited prescriptions, thanks to rediime logistics and suppighains, robotic dispensing, integrated electronic systemns f
managing and transferring prescriptions and telemedicine to provide support and guidance to patients.

A While imﬁroved adherence and outcomes alone may bring cost benefits, there is also mixed évidieatcaail order pharmacy
can be cheaper than its retail alternative, polarized by the strong views on either side.

A Some of the challenges that persist with the railer pharmacy model at scale include:

A While home delivery may be feasible and more convenient for many members, it is not ideal for everyone, thus a retailyphetiwoak is
still required. Furthermore, same day delivery will be required to make-ondér a realistic option for new/timéimited scrigs.

A Mail-order pharmacies can centralize operations without the high overheads of retail locations, however large retail chairstibaskscale
that gives them a purchasing power advantage. What-oraér pharmacies gain in reduced overhead may be offset by delivery.cost

A Major PBMs have builef. OptumR¥ or acquired €¢g.Express Scriptscg Medco) their own maibrder pharmacies. PBMs tend to
preferentially encourage members to_use their own ruader pharmacy_,_ Integrated systems also give them an advan_;age In h‘ama%s 1o B N
UKSANI YSYOSNRQ IOUAYS LINBAONRALIAZYad t. aa-sdlings. dzaS uKAa RGFyul 3sS

A Communication that facilitates verification of medications, education angang support is a hignhly valuable aspect of wiedait
pharmacies currently provide. It remains to be seen whether-oraér pharmacies can provide the same level of service.

A Dispensin% preferences are likely to take a long time to change. Studies have shown that preferersiadngtcan shift uspatterns’ but
also that there are socieconomic disparities that exist between non vs roaider pharmacy usefghat may be widened

A Collecting a repeat prescription from a physical location is a strong indication the member wishes to continue and ig #dtredtment.
How can maibrder pharmacies capture the same intent?

1 PCMA: The 21Century Pharmacg The comparative effectiveness of Mail Order Pharmacy Use vs Local Pharmacy Us€dbdnirbl in New Statin Use3Mail order pharmacy use and adherence to Diabetes
Related Medicationd The Safety and Effectiveness of Mail Order Pharmacy Use in Diabetes Pali@i8 The MaiDrder Prescription Drug Indust®/A Comparison of The Costs of Dispensing Prescriptions Through
Retail and Mail Order Pharmacié#lail-service and Specialty Pharmacies to Save $1.8bn for California Consumers, Employers and other PayeBiha#2@¢teristics of Madrder Pharmacy Users: Results from the
Medical Expenditures Panel Sun&impact of Pharmacy Benefit Change on New Users of Mail Order Pharmacy among Diabetic Patients: The Diabetes Study GHNanmie(DISTANCE)



https://www.pcmanet.org/wp-content/uploads/2017/03/Mail-Service-Pharmacy_infographic_FINAL.pdf
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3235607/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3015238/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4278640/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC1616148/?page=1
https://www.ncpanet.org/pdf/leg/feb13/comparison_costs_dispensing_prescriptions_retail_mail_order.pdf
https://www.pcmanet.org/wp-content/uploads/2016/10/visante-pcma-ca-mail-specialty-savings.pdf
https://www.ncbi.nlm.nih.gov/pubmed/30278817
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4329275/

Consumedriven Reference Pricinc

A This form of referencéased pricing (RBP) involves prospectively setting a reference price for chosen
treatments or servicese.A knee replacement, MRI studies, a colonoscopy, classes of medicatibes)

employer covers costs up to the reference price, the member covers the rest if they choose an option that
costs more than the reference price (even beyond the OOPM).

A The reference price should be set hi%h enough to include access to a sufficient numberaqifiddigh
providers or recommended treatment options with modest aftpocket payments

A Examples of RBP in action:

A Safeway: Implemented RBP for laboratory pricing over 3 years and compared to polic%/ holders of a large national insurer
over the same period. 31.9% reduction in av_eracgefrlce paid per test by year 3 and total lab test spending declined by
$2.57m. Outof-pocket costs for patients declined $

A CalPERSmplemented RBP for Colonoscépy2012 with 21.6k members. Utilization of lgwiced facilities increased from
68% to 90%. In the two years after implementation CalPERS saved $7.0m. RBP was implemented in 2011 for hip and knee
replacement surgery They found that with RBP, surgical volumes increased 21% -@rric&vand decreased by 34% at high

price facilities realizing savings of $2.1m in 2011. Prices charged to members at initiafiyi¢cedhcilities declined 18%
after the first year.

A RBP in its current form is best used for services that exhibit a hlg{h degree of variability in price but little
variability in quality. It also comes with several challenges as to its implemertatiaan be difficult to
explain in simple terms, setting an equitable reference price especially across geographically diverse areas,
adjusting that reference price over time, members and providers not being aware of reference pricing,
requires a degree of price transparency to work.

1 Payers test reference pricing and centers of excellence to steer patients {priogvand high quality provide®BBJAMA 2016: Association of Reference Pricing for Diagnostic Laboratory Testing With Changes in Patient
Choices, Prices and Total Spending for Diagnostic FdsatslA 2015: Association of Reference Payment for Colonoscopy with consumer choices, insurer spending and procedurabesfiplazadses in consumer cost
sharing redirect patient volumes and reduce hospital prices for orthopedic subdesmiliesUSAHow to make reference pricing work for consumers



https://www.healthaffairs.org/doi/full/10.1377/hlthaff.2011.1313?url_ver=Z39.88-2003&rfr_id=ori%3Arid%3Acrossref.org&rfr_dat=cr_pub%3Dpubmed
https://jamanetwork.com/journals/jamainternalmedicine/fullarticle/2536187
https://jamanetwork.com/journals/jamainternalmedicine/fullarticle/2434733
https://www.healthaffairs.org/doi/full/10.1377/hlthaff.2013.0188?url_ver=Z39.88-2003&rfr_id=ori%3Arid%3Acrossref.org&rfr_dat=cr_pub%3Dpubmed
https://familiesusa.org/sites/default/files/product_documents/HSI%20Consumer%20Reference%20Pricing_Brief_web.pdf

Claimshased Reference Pricinc

A Unlike consumedriven RBP, this largely retrospective claimased approach
apﬁ)/llles_ reference prices to a wide range of services, usuall?; based on a multiple
ol edlcareprlces (e.0. 1.5>é). These reference prices are the amount the plan
aims to pay for services rendered and this is the maximum price that the
member will be held liable for under the plan.

A While some providers may be known to accept such referdrased prices and
members may be steered toward these providers, the approach sometimes
involves operating without a network (echoing back to conventional or
Egle:)mnlt){ heakllth Insurance plans) or simply including any provider that accepts

imetwork?.

A Members seek care where they choose, the TPA/RBP vendor receives and
reviews the bill, making a pricing adjustment to their chosen reference price.
Ideally the payment is then accepted, per_hal[c_)s after a period of negotiation.
Reportedly, itis rare that cases involve litigation (where a reasonable reference
price can be supported by existing case law) or balance billing, in which case the
emplo _e? is encouraged to turn the bill over to the TPA/RBP vendor
immediately.

A RBP vendors advocating this approach claim significant cost savings, however
they are likely to come with a significant burdento the member. Not having a
formal network may be discomforting and members may be met with push back,
even denial of care from providers. Although RBP vendors report that only 2% of
RBP members ever receive balance bills and those balance bills should be the
responsibility of the employer, they may still cause considerable anxiety if the
plan designis not adequately communicated.

1 SHRM: Referendeased pricing: Another option for setfsured employer&raphic:Apostrophe Health website
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https://www.shrm.org/resourcesandtools/hr-topics/benefits/pages/reference-based-pricing-is-self-insured-option.aspx
http://www.apostrophehealth.com/

Network Design



Narrow Networks

AbIFINNRg ySiGio2Nlaz a2YSU0AYSAa NBFTSNNBR 2SR ay SGUKoA2INK LS NES2AN vy D& uidy iR (A oC2
lower premiums. For payers they bring the promise of lower cost and higher quality through careful composition of the aethargosing quality
requirements for inclusion. Depénding on plan design and whether the OOPM applies, members going outside of the narr \Wod
themselves responsible for the full cost of care.

A In 2018, narrow networks accounted for 72% of all plans purchased on health exchanges including HMO plans that comgaisgEx&B9sive
Provider Organization (Plans_ that comprised 19%. However as Drew Altman of KFF péjnts OUP plans only 7% of firms otfered narrow
networks and fewer (2%) eliminated hospitals from networks. Those figures are higher for the largest of employersv\i(t;mjmge)melt remain low
at 18% and 6% respectively. He posits that it has been hard for employers to satisfy diverse workforces with a'netwted dottors and hospitals

and particularly difficult to exclude the most prominent and often most ‘expensive providers in a market.

A There is emerging evidence that narrow networks can significantly reduce healthcare costs. In a study of Massachu @atEs, investigators
found that 10% of members switched to a narrow network when givesmath premium holida§. They subsequently found medical care spending
feIIt by ?(0% as a result of both the quantity and price of specialist and emergency care. They also found primary cagevsg@nginn the narrow
network group.

A As with tiered networks, narrow networks can also be used to steer patients toward providers who are directl?/ contrateedrbployer for | |
example in ACOs, bundled payment arrangements or centers of excellence. To avoid the missteps and backlash of the awngth U KS dn Qi
will be crucial to ensure quality of care and access is maintajiifedot improved from the outset.

A Some of the challenges that are important to address with narrow networks include:

A Ensuring th%r;etworK provides adequate, timely access to service all health needs across employee geographies and mepatateqiiemerging regulatory
requirements$

Dealing with members who find their regular providers are no longer in network

Maintaining an easily accessed and accurate provider directory to identiigtimork providers both for members and referrers
Avoiding balance billing issues for emergencies and unexpectedfagtwork providers or facilitie’s

Ensuring that facility and provider network alignment

To Do Do To

1 Narrow network health plans continue to dominate ACA exchafdes NN2 § KSI f 6 K O NB v Sii ¢ 2 Bl@ostrollindNBeylth Garel-COsis dtrdudh &imite & Networlkl@sirahgeyPlans: Evidence from
Massachusetts State EmployetAn analysis of odbf-network claims in large employer health plahblYT: Savings? Yes. But Narrow Health Networks Also Show TroublirgiNgitioeal Association of Insurance
Commissioners: Network AdequacyRequlation of Health Plan Provider Networks



https://healthpayerintelligence.com/news/narrow-network-health-plans-continue-to-dominate-aca-exchanges
https://www.axios.com/narrow-health-care-networks-arent-actually-that-common-daeb99fb-45dc-43d2-895b-f99c72a2426a.html
https://www.nber.org/papers/w20462.pdf
https://www.healthsystemtracker.org/brief/an-analysis-of-out-of-network-claims-in-large-employer-health-plans/#item-start
https://www.nytimes.com/2016/10/18/upshot/savings-yes-but-narrow-health-networks-also-show-troubling-signs.html
https://www.naic.org/cipr_topics/topic_network_adequacy.htm
https://www.healthaffairs.org/do/10.1377/hpb20160728.898461/full/

Tiered Networks

A Tiered network design is a way to maintain a degree -ofgtwork choice (where OOPM limits
still applyl) while steering members toward preferred providers (usually based on cost, quality
and/or relationships) through differential cesharing.

A Employers are increasingly playing a more active role in defining their networks. This might
Include p_Iacmc(I:; Prowders_who they have directly contracted with in the higher priority tiers or
using claims data alongside quality data to identify highue providers and place them’'in higher
tiers accordingly. Tiered designs can also signal to members the relative value of providers.

A9EF YL Sa 2F (ASNBR R Sadmiaistered @hOide B ajailable/fd pastR Q 2
docs which has a threter design. The first tier is Stanford Health Alliance providers where there
IS no deductible and lower goays. Tier 2 providers come under a small deductible and higher co
pays and censurance levels. Tier 3 comes with a larger deductible, a 2rfeubcket maximum
and cepays replaced with cmsuranceé.

A As with narrowed networks, there is evidence to suggest that tiered networks can reduce
healthcare costs. A study comparing healthcare costs for over 180,008lderty members in
tiered-network BCBS Massachusetts small & laygrip health plans over 4 years found a 5%
total health care spending decrease per member per quarter

1 Narrow Networks May Contain Costs, But Are Tiered Networks a Better OgtftaPford Aetna Choice POS II: Summary of Benefits and Co@dtagellment in a Health Plan with a Tiered Provider Network Decreased
Medical Spending by 5 Perce®tAvalere Trends in Tiered and Narrow Insurance Networks



https://ldi.upenn.edu/narrow-networks-may-contain-costs-are-tiered-networks-better-option
https://stanford.app.box.com/s/saz8z5a5de34wphdgyzydsechlge27hb
https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.2016.1087?rfr_dat=cr_pub%3Dpubmed&url_ver=Z39.88-2003&rfr_id=ori%3Arid%3Acrossref.org&journalCode=hlthaff
http://avalere-health-production.s3.amazonaws.com/uploads/pdfs/1444082614_AH_Tiered_Network_White_Paper_v3.pdf

Direct Contracting

A As em{)loyers seek to %aln reater control of their healthcare costs throuct;h disintermediation of the ba%ﬁag
that often comes with TPAs/carriers, many are forming their own contracts with provider groups where they
leverage their volume to negotiate favorable pricing, share risk, gain quality assurances and work under ne
valuebased payment models such as bundled payment.

A Centers of Excellencénk to slidd are gaining popularity as employers like Walmart expand theiy programs
uz2 O20SNJF O0NEBI RgNJ (‘N?]F;/EISY 2Tpo)(/6)\3 U)\O‘[_g_ijé UpN I 4YS
fertility, etc). In many cases Walmart now requirés that employees use @utigo remain innetwork.

A Bundled payment programérk to slidg involve negotiating a bundle price for a given treatment that
includes the fulicycle of care that might include pteeatment workup and followon care witha o
readmission warranty. The terms of the bundle should address issues such as inclusion/exclusion criteria,
bundle period, readmission criteria, quality measures and quality reporting.

A As Accountable Care Organizations mature and grow in their ability to take on risk, they provide another
option for direct contracting. If there is sufficient scale and appetite, the employer may even consider
developing an ACO to meeét their needs in conjunction with their health'plan

A There are also opportunities to directly contract with primary care providers, whether it is a group providing
on-site care, running specific disease management programs, leading initiatives such as vaccination
campaigns or screening programs or offering access to a group such as One Medical as a benefit.

A The following slides go in to greater detail on some direct contracting models.

1 CPR and PBGH: Hdw Guide: Accountable Care OrganizatidAAFP: Direct Contracting with Businesses by Family Physicians (Discussion Paper)



http://www.pbgh.org/storage/documents/CPR_PBGH_ACO_How_To_Guide_FINAL.pdf
https://www.aafp.org/about/policies/all/business-physicians.html

Incentives for Quality

A As employers take a more active role in building their networks through direct contracting with small
gracnces through to health systems and ACOs, they also have an opportunity encouragbeatatg and
pecome more involved in quality measurement, quality transparency and\rased designs that
iIncentivize quality through partnership, payment and volume.

A Existing programs that have been implemented by private insurers may serve as a blueprint to such
initiatives and may even provide opportunities to pigmgck and/or collaborate with other purchasers:

A Alternative Quality Contract A commercial ACO model that invited participation from providers within the Blue Cross MA

HMO network in 2009 and by 2010 had recruited over 1,600 PCPs and over 3,200 spetiialstdines a global budget,
shared 2sided risk and significant quality incentives overye8r contract with a commitment to investment and
improvement. Medical groups can earn up to an additional 10% of their global budget for absolute performance on 64 pre
defined, nationally accepted and annually updated quality metrics. Now covering over 680,000 members and beginning to
expand to PPO members the AQC has seen success in cost control, qu_alltP/ improvement and narrowing disparities in quality
81‘ care. As tgg contract looks to further its quality measures it is increasingly tracking papented outcomes in key

isease areds.

A Highmark True Performancé-:aunched in January 2017, True Performance is a-pased reimbursement program for
primary care providers focused on cost control and quality of care. The program includes 30 quality measures, largely
process based with two clinical outcome meas@r&ependéent on these quality measures, cost measures and utilization
measures, PCPs may earn a monthly care coordination fee and a quarterly or annual Ium? sum payment. Highmark reports
gseSnr}gers who see True Performance PCPs had 11% fewer ER visits, 16% fewer inpatient admissions and avoided costs of

1 Blue Cross Blue Shield Massachusetts: Alternative Quality CoPtraétl £ G K ! FFIF ANBKRY ¢KS W f GSNY I GAPS vdzr t AdGe /2y (iNI OGQF 3ldssorsRomzay | D
Decade of Commercial ACO Contractiikhe Alternative Quality Contract (AQC): Improving Quality While Slowing Spending 6 téigttmark True Value Provider Man6dl A I K Y NJ Q& ¢ NHzS t S NJF 2 NJ
avoided health care costs by more than $260m in 2DGetting To The Next Generation Of Performance Measures For-Bakesl Payment



https://aboutus.bluecrossma.com/affordability-quality/alternative-quality-contract-aqc
https://www.healthaffairs.org/doi/10.1377/hlthaff.2012.0327
https://gisthealthcare.com/lessons-decade-commercial-aco-contracting/
https://nam.edu/wp-content/uploads/2018/07/5.3-Safran.pdf
https://content.highmarkprc.com/Files/EducationManuals/ProviderManual/hpm-chapter5-unit7.pdf
https://www.highmark.com/hmk2/newsroom/2018/pr062618TruePerformance.shtml
https://www.healthaffairs.org/do/10.1377/hblog20190128.477681/full/

Centers of Excellence

A Centers of Excellenc€¢B programs are a form of direct contracting where an employer selects a preferred provider for specific
treatments, often at prenegotiated bundled rates (e.g. For hip or knee replacement surgeries). NBGH reports that in 12% of
employers hadCoEprograms in 2018 and 18% planned to have one in 2019

A The rationale behind programs is that for higbst treatments, centers with high volume and high quality (with some evidence
linking the twa) are likely to deliver better outcomes for members, with greater efficiency and lower total costs. Higher quality
may also mean not performing unnecessary surgeries and it is reported that around 40% of members referred to @édhimnart

end up avoiding surgery altogetttdfurthermore by developing preferential relationships, employers can drive volume and obtain
discounts while having some oversight in to quality.

A Centers are chosen on a wide range of factors that can include quality of care, cost, breadth of services and proxioygysEmpl
have implementedCoEprograms for a wide range of treatment including: orthopedic joint replacement & spine surgery,
treatment of cancer, bariatric surgery, congenital heart conditions and transplant surgery

A Member awareness is critically important when implementir@aEprogram to ensure an uptick in usage and return on
investment. In most cases, members are incentivized to preferentiallfCo&shrough lower or waived costharing, covered
travel expenses and designs where failing to useGb&for covered conditions results in the claim falling -@f#network.

A While there is little peer reviewed literature on the cost reductions that can be achieveddwtEarograms, vendors report
savings of between 380% per average episode across a range of specidifles

1 The Right Care at the Right Time: Expanding Our Centers of Excellence Ndtieaith Design Plus: Centers of Excellence FR€&lationship between surgeon volume and outcomes: a review of systematic reviews

4 NBGH: Large US employers eye changes to healthcare delivery system as cost to provide health benefits nears $15,000epér@atalgst for Payment Reform & Urban Institute Research Report: Centers of
Excellencé Walmart steps up and into healthcare frayCost savings of Centers of Excelle8&DH® Carrum Health



https://news.walmart.com/2016/10/10/the-right-care-at-the-right-time-expanding-our-centers-of-excellence-network
http://www.hdplus.com/clients/lowes/documents/Centers%20of%20Excellence%20FAQ.pdf
https://systematicreviewsjournal.biomedcentral.com/articles/10.1186/s13643-016-0376-4
https://www.businessgrouphealth.org/news/nbgh-news/press-releases/press-release-details/?ID=348
https://www.urban.org/sites/default/files/06_centers_of_excellence.pdf
https://www.houstonchronicle.com/business/medical/article/Walmart-steps-up-and-into-the-health-care-fray-12616617.php
http://www.rogersbenefit.com/plans/Centers%20of%20Excellence.pdf
https://www.edhc.com/solutions/employers/
https://carrumhealth.com/blog/4-reasons-you-should-offer-your-employees-coe-benefits/

Bundled Payments

A At their core, bundled payments are fixed payments for all services delivered within full cycle of care. Unlik
fee-for-service payments, bundled models give providers a financial incentive to deliver a cycle of care as
cost efficiently as’possible to increase their profit margin. Providers also take on the downside risk of the
episode of care costing more than the bundle price, although models may include reconciliation payments
and/or mechanisms for reimbursement in extenuating circumstances.

A If designed correctly, bundles also give the purchaser the opportunity to negotiate a fair bundle price with
robust patient inclusion and exclusion criteria, while reducing unnecessary care, encouraging a more
integrated patient experience and implementing quality contfols

A Bundled payments have seen most traction with well characterized elective episodes of care that are
typically high volume, high cost with a high variability in cost, with measurable outcomes and unambiguous
inclusion and exclusion criteria. Examples include orthgpedic joint reglac_ernent_ surﬂg% and heart surg\?ral.
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includes 29 different conditions from urinary tract infections to stroke.

A As Medicare and private ﬁayers_ accelerate adoption of bundled payment models, employers also have an
opportunity to partner with providers to create their own programs. To establish such programs requires
tightly written and agreed upon contracts, claims and health plan integration, data sharing and overS||ght.
Companies like Remedy Partners have recently announced collaboratsitis ﬂurchaser groups to enable

adoption by employers while companies such as Carrum Health prov elf bundled progran®s

1 RAND: Analysis of Bundled Paym2@MS BPCI AdvancgiRemedy Partners and the Florida Health Care Coalition Join Forces to Succeed with Bundled Payment4MaticamabAlliance of
Healthcare Purchaser Coalitions and Remedy Partners Collaborate to Accelerate Healthcare Paymeist Rafoum Health



https://www.rand.org/pubs/technical_reports/TR562z20/analysis-of-bundled-payment.html
https://innovation.cms.gov/initiatives/bpci-advanced
https://www.businesswire.com/news/home/20180322005038/en/Remedy-Partners-Florida-Health-Care-Coalition-Join
https://www.nationalalliancehealth.org/www/news/news-press-releases/remedy-partners
https://carrumhealth.com/solution/

Accountable Care Organization

A ACOs are groups of providers who are held collectively accountable for the quality of care and total health spendinga$sighed patients Patients are assigned to the ACO based on
a trigger, typically by receiving care from a primary care provider in the ACO. Patients are usually unaware that tteeyfe@©iand are free to use providers outside of the ACO. The
most common payment mechanism is a shasadings model which compares actual spending versus-adjakted spending benchmaskd, contingent on meeting quality standards,
pays the ACO a share of the savings (upside) or claws back a portion of the overspend (downside).

A As providers gain more experience operating ACOs, there will be opportunities for employers to partner with existingréd@@er(through carrier networks) or encourage the
formation of new ACOs to deliver care for their members. While ACO results have been mixed, many of the early Medicared:pki@&e ACO such as the AQC are beginning to show
significant cost savings. These results along with ACO initiates from emplogmerging approaches like the Blue Premier commercial ACO (spearheaded by Patrick Conway, formerly of
CMSJand guidance from organizations like PBG&h help identify best practices for ACO formation, contracting and operations.

A There are multiple challenges in implementing a successful ACO strategy:
A Encouraging and incentivizingroviders to ditch the status quo to participate in ACOs and take on risk, especially in-sidedomodels.
Contracting & administrationg defining the terms of the riskharing contract with inclusion criteria and reporting requirements.

Setting benchmark pricesrisk-adjustment and adjust the benchmark price over time to retain enough upside potential but also contain costs.

Choosinga selection ofjuality measureghat are meaningful and can be realistically captured with plans to adjust and elevate these over time. Opportunity tackiggyedicare
measured.

Overload and overspil; layering too many ACOs with too little support over the same providers may lead to confusion however existing ACOs may @isitite spillover effectdo
new ACOs and even FFS care.

Clinical systems and integratioq part of the rationale behind ACOs is to encourage greater aroaboration and integration between currently disparate pid®rs of care. Technology
can and must play a role, but significant investments and commitments will need to be made on the provider side to npgdenit ha

t I GASy( qfasSigngd patiénts frequently venture outside of the ACO for care it will be hard for the ACO to deliver on its godsatA@@s high geographic market share may
be less prone but come with greater pricing power over purchasers. Models like the AQC initially operated within HMOggkapatient referrals can be more tightly predicted and
controlled. Putting primary care at the center of ACOs seems a logical choice and Medicare has announced plans tord§eipate $20 incentive for qualifying primary care visits
and potential for patients to opin to ACOs

o B Do o Do D=

A Spanning geographiemay mean managing multiple different ACO contracts and gaps in ACO coverage. Since starting in 2012, Medicare now Hars)280MhEIOFFS beneficiaries in
Medicare Shared Savings ACOs.

1t FGKgl & (2 {dz00S&dayY ! bS¢ {GFINI P2EO2SREOI NBOEALDO?2 drf @ AR WS MEIPRE 8 ACRE)Liait®Nlehsfiis® Billgver EEffestsy An opportunity
not to be misse®® PBGH: Accountable Care Organizat®mise Benefits of Diregb-Employer ACO ArrangemertEmory Healthcare Launches ACO with Walr@&mhgineering a rapid shift to VakBased Payment in
North Carolina: Goals and Challenges for a Commercial ACO



https://www.healthaffairs.org/do/10.1377/hblog20180809.12285/full/
https://www.beckershospitalreview.com/144-acos-to-know-2018.html
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/sharedsavingsprogram/Downloads/2018-reporting-year-narrative-specifications.pdf
https://catalyst.nejm.org/aco-spillover-effects-opportunity-not-missed/
http://www.pbgh.org/aco
https://www.hfma.org/Leadership/Share_Your_Story_Blog/2018/March/The_Benefits_of_Direct-to-Employer_ACO_Arrangements/
https://www.healthleadersmedia.com/clinical-care/emory-healthcare-launches-aco-walmart
https://catalyst.nejm.org/blue-premier-nc-value-based-payment/

Mental Health

A Data suggest nearly 1 in 5 people experience mental illness in any given year and 60% of those people do not receivefaaydoiBtudies have
found significant costs of mental illness among workers, with lossés from productivity, absenteeism, presenteeism aretlineadtfiscare costs. It
has been estimated that mental health issues cost businesses $225bn evety year

A Coverage and reimbursement for mental health services has been historically poor, and parity with other physical healjewageonly
established in 2008 with the passage of the Mental Health Parity Law. Consequenﬂy there has been a chronic underinuesentaithiealth
services and training with the field continuing to struggle with recruitment

A For those mental health Tprofess;onals and psychiatrists in service, many have chosen not to participate in provider get2@dssurvey found
only 55% accepted any form of insurafhdglany reasons have been cited for this including low reimbursement rates that do not reflect how mental
health care should be practicedd.with longer visits and more continuity of care), high administrative burden for what are typically small practices
and high demand meaning they can choose to practice on their own terms.

A Members seeking mental health care are often met with a limited selection-oétwork providers, many of whom have full pattgranels and are
not accepting new patients. A stutfipund that 26% of outpatient mental claims in employer plans were fromabuttetwork providers vs 7.7% for
overall claims. Emergency situations can often end up in the ER and the same study found 33% of admissions for psycisologf@mate abuse
reasons included an owdf-network provider claim, saddling members with high-ofinetwork costs at a moment of need.

A What options do employers have to tackle the estimated $225bn lost to mental health issues?
A Improve EAP programs, make them more accessible and visible: Most employers have an Employee Assistance Program haveawatotimysly underutilized.

A Imglement mental health and substance abuse programs on top of existing benefits that provide greater access to affepdedna/iele-care,eg.Lyra Health, Quartet
or Pear Therapeutics.

A Directly contract with mental health providers to provide accessible services to members or consider commissiei’('m?rmmr-site mental health practices =~
(Fac?boollé has a staff psychiatrist through Crossover Health). Work with carrier to increase reimbursement for mentaiodveetis o encourage greater participation
In network.

A Increase awareness of mental health and resources available issues through benefits portals, educational materials amslipeogiental Health First Aid.

1 Access and cost barriers to Mental Health Care by Insurance, 1999 t@ 200 Mental Health Can Save Businesses $225bn Eacl8Yesrchiatry Workforce and Psychiatry Recruitment: Two Intertwined Challenges
4 Acceptance of Insurance by Psychiatrists and Implications for Access to Mental HeaBbtDEaliaing psychiatrist participation in health insurance networks: where do we go from Génmeanalysis of oubf-network
claims in large employer health planis



https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4236908/#R3
https://www.inc.com/matthew-jones/how-mental-health-can-save-businesses-225-billion-each-year.html
https://link.springer.com/article/10.1007/s40596-017-0679-3
https://www.ncbi.nlm.nih.gov/pubmed/24337499/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4340585/
https://www.healthsystemtracker.org/brief/an-analysis-of-out-of-network-claims-in-large-employer-health-plans/#item-start

A Data suggest that primary care accounts for justBB% of US healthcare spendimtgspite evidence that
reater use of primary care results in fewer hospitalizations, lower spending and better patient satisfaction.
tates such as Oregon have passed legislature setting a minimum threshold for all payers of at least 12% o

total medical expenditures on primary care

A The HMO model is based on the premise that primary care is best placed to act as a front door to the_
broader health system; building losgrm relationships with patients, coordinating complex care, managin
chronic conditions and appropriately referring to specialists. Tec_:hnologles such as telemedicine, population
mﬁan_ag(temednt '.];lfndt_referral systems coupled greater use of upskilled NPs, PAs and MAs can make primary car
efficient and effective.

A How can employers encourage a more primary care first approach for members?

A Plan TypeEmployers could nudge empIoKees toward the two plan types that require primary care designation and
gatekee ing: | O and POS plans. For the first time since the 90s, HMO plans are rising in popu_lar|t¥)|n the-leaspldyer
market (16% in 2018), perhaps as emloloyees look for ways to reduce increasingly burdensesharmogt Poirbf-sale
plans that require primary care referrals have declined in popularity accounting for only 6% of plans in 2018.

A Financial IncentiveEEmployees could be offered lower cost sharing with HMO and POS options to nudge them toward those
plan selections. Within all plan types, lowergays for primary care or potentially no cestaring at all for primary care
could be offered. Some plan deSigns allow members to seé specialists without a referral but chargefersslfee.

A Convenience and acces3nsite primary care may provide the ultimate convenience and reason for visiting primary care
first. Access to concierge or teeimabled primary care practices such as One Medical may also Prowde the convenience that
makes it a first choice, with online scheduling and often saiaeappointments and video visits all part of the service.

A Primary care centric ACOSontracting with ACOs that have emphasis and incentives for primary care management.

1 PatientCentered Primary Care Collaborative: Spending for PrimaryZRagentCentered Primary. Care Collaborative: Primary Care InvestB@atekeeping and patterns of outpatient care post healthcare reform
4 Qutcomes in Older Adults with Multimorbidity Associated with Predominant Provider Care Specialty



https://www.pcpcc.org/sites/default/files/resources/PCPCC%20Fact%20Sheet%20PC%20Spend%20Aug%202018.pdf
https://www.pcpcc.org/primary-care-investment
https://www.ncbi.nlm.nih.gov/pubmed/30325192
https://onlinelibrary.wiley.com/doi/full/10.1111/jgs.14882

Onsite or Neassite Clinics

A Employers are deploying primary care services at or near the workplace and it is reported that around 10%
of Ameérican workers have access to ansite clinié. Not only is this a convenient and valuable benefit to
ﬁmpnﬁyees buttlt can help boost productivity, reduce absenteeism and provide useful mechanism to control

ealthcare costs.

A While some employers opt to club together to provide ns#e clinics shared with neighboring firms,
others are establishing dedicated clinics solely for their own employees.

A The most ambitious employers are creating their own clinics from the groundgu mplet), while others

are opting to contract directly with Loca(%mmary care é)rovid@rs or companies who establish and run
LIN OUA OSa 2V U Keg. Gaylduitt2@ns Madiaal, kace Kook with Giossover Health). Some

employers have experiménted with esite pharmacies to help bring down costs

A Employees and their dependents can be further incentivized to ussterservices through reduced-co
pays and easy scheduling of appointments. With primary care as the front door to the broader healthcare
ecosystem, this model provides the opportunity to deliver efficient and-hlgﬂmy primary care while
steering members toward higihaalue secondary and tertiary care when needed.

A Onsite clinics however require a significant upfront investment, require geographic concentration of
employees, may be met with some skepticism by employees over worker privacy and may not prove as
convenient for spouses or covered dependents.

1 The Commonwealth Fund: Is an-site clinic right for your firm2 How Premise Health onsite pharmacy decreased medical and prescription costs by $13.8m



https://www.commonwealthfund.org/publications/newsletter-article/site-clinic-right-your-firm
https://www.premisehealth.com/success-stories/integrated-onsite-pharmacy-decreases-prescription-costs-and-promotes-medication-adherence/

Plan Addons



Second Opinion Service;

A Complex medical conditions are often met with diagnostic uncertainty, a plethora of expensive tests, a vast
selection of treatment approaches with uncertain outcomes.

A Patients who find themselves in the middle of such a quagmire usually follow the recommendations of their
doctor(s) but it is reported that around 20% choose to seek a second opinion.

A Second opinions can bring clarity to a situation, correcting a diagnosis, providing more acceptable and
efficacious treatment alternatives or confirming an existing diagnosis and approach. Equally they have the

potential to increase confusion, run up additional costs in duplicated tests while arriving at a different but
still incorrect diagnosis or suboptimal treatment path.

A 1In 2017, 66% of employers in a NBGH surayorted they would include a second opinion service as part
of their health benefits in 2018. Such services typically include a streamlined process for collecting existing
records and test results, matching the member with a'specialist for the given condition and coordinating the
consultation process, These, services are often delivered by hlvghlyéegqardﬁd academic ingtitutions that might

It NI Re aSNIBBS lFa | O2YLJ yeQa YUSNI 2F SEOStt SyO
network of specialists.

A Second opinion services may serve as a useful adjunct to narrow networks (for example in EPOs) where
where the most specialized _oféprowdvers or renowned experts may naqt be yeadily accessible, helcglng allay
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1 NBGH Press Release 2017: Employer Healthcare Costs



https://www.businessgrouphealth.org/news/nbgh-news/press-releases/press-release-details/?ID=334

Member Navigation & Advocac

A From an employer perspective, member navigators and advocates (while technically distinct, the two terms are often usemgeably) aim to be
tqe single point of entry for healthcare needs, advising and guiding members through the complexity of the health caramsysteaith benefit
plans.

A While employers and plans have broadly adopted-seff/ice tools for navigating care such provider directories, online formeslaprice
transparency tools, the growth of navigation solutions is perhaps a recognition that an experienced human voice may $ectireebeinterface to
%Iemystltfy co&npletx bdene it designs that change frequently and a hard to navigate health system that members should nanhesesignificant

ime’in to understand.

A There are several different approaches to member navigation. TPAs such as Collective Health enf(b_édm%ﬁx_ OAl'Y aYagyad SINILI A2 @I+
their [glatform. Accolade integrates with your existing benefits ecosystem t({ﬂprovlde a ran)ge of seryices that includenbhitiicad health agsistants ,
FYR I OfAYAOLFf USIHY 6K2 Ol Y )\)yuSN I OS RANBOUf & g Al KadiNGly patSIAHsSP bl A
health risk assessments and any other relevant data. While telephone is the most common method of communication Wlt%memaqrwce
_nLémbetr_ usually featured on member ID cards, many navigation platforms are expanding to include live chat, SM&seitlezhtbot and inperson
interactions.

A How can Member Navigation Solutions help employers?

A Help members navigate health plan intricacies, avoiding pitfalls ebboetwork providers, utilization management featurestiaipate costs, build comprehensive care
plans and deal with atioc issues

A Steer members toward higher value providers and complimentary benefits such as telemedicine & EAP, increasing ROI alesigtveortt plan adans
A Increase member satisfaction by reducing complexity, improving convenience and helping members make more timely andbfieetve
A Collect valuable data on members, including emerging health issues and preferences. Use the data to serve members maslg proact
A Increase the flexibility of benefit design and member responsiveness through navigators who are experts on your latest change
A What impact do navigator programs have on health care costs?
A Accolade report that for the 14,000 members of Temple University Health System they achieved 50% engagement and $2miirysavibgwith $9.8m savings in

year 2, with a 7% reduction in hos;;ital admissions and 11% reduction in hospitalldaystudy by Aon they found an Accolade customer experienced cumL?Iative cost
growth over two years of 2.7% vs 7.8% for a matched control.

1 Accolade Case Study: Temple University Health Sy&#%@iN: Accolade: The effect of personalized advocacy on claims cost



https://d10j0m6hqftivr.cloudfront.net/TUHS-Accolade-CaseStudy_March2018.pdf
https://d10j0m6hqftivr.cloudfront.net/Accolade-Results-Report.Oct18.pdf

Telemedicine

A Consumer telemedicine has reached maturity in recent years with the ubiquity of smartphones and the development of new
technology platforms and staffing models that have combined to deliver a compellidgroand experience for patients with a
wide range of minor conditions.

A Telemedicine is also being used for asynchronous applications and bty health systems for a wide variety of use cases including
patient follow-up, although the relative lack of reimbursement has curfailed investment and adoption-fortservice settings

A Employers are increasingly layering telemedicine programs on top of existing benefits to offerdoand convenient care ftow
acuity conditions, avoiding ¢ostly and tirmensuming visits 1o bricgnd-mortar providers while alsq bocgstmgI %roductLV|ty and ,
f2SNAY3d | 0aSyuSSAayYyo _%bz YS UStSYSRAOAYS UOSYRZ NGB LJ2 NI U 2
including managing chronic conditions such as diabetes, hypertension and mental health issues. Similarly modern disease
management programs are also often incorporate {edee.

A NBGH reports that in 2018, 96% of large employers intended to offer telemedicine services and 56&fdeieral health
services$. Utilization, however, remains Tow with studies finding that in 2016 only 0.5% of members who had access and at least
one recent outpatient episode used teteediciné. Modern benefits portals, favorable gays (McKinsey for example, offers
Doctor on Demand visits free of charge to all employees) and increasing awareness may change the tide over time.

A So far evidence for cost saving is mixed. A 2017 RAND? ,000 CalPERS members enrolled in a Blue Shield CA HMO plan
who were offered Teladoc access estimated that 12% ofrteddicine visits for acute respiratory illness replaceganson and
88% constituted new utilization. They found that net annual spending on acute respiratory illness increased by $45 @dthtelehe
user.

12018 NBGH Press Rele@ddealth System Tracker: More employers are paying for telemedicine, but enrolleapah@s been relatively lo®& DirectTo-Consumer May Increase Access But Does Not Decrease Spending



https://www.businessgrouphealth.org/news/nbgh-news/press-releases/press-release-details/?ID=334
https://www.healthsystemtracker.org/brief/more-employers-are-paying-for-telemedicine-but-enrollee-take-up-has-been-relatively-low/#item-start
https://www.healthaffairs.org/doi/10.1377/hlthaff.2016.1130

Price Transparency,

A Price transparency is the concept of havingfugmt pricing information for various types of consultations, diagnostics, praesdand treatments 5
FONR&aa | ySGig2N] 2F LINPOARSNA o0lFaSR 2y | YSYoSNKOa OzZadndgaaltypcofldzOK A
enable members to be more informed health care consumers. Paired witkshasing incentives that drive members to lower cosivpders, price
transparency could also significantly reduce overall costs for employers.

A The emergence and growth of high deductible health plans (HDHB3wing option in 2006created greater need for price transparency and the
opportunity to build functioning consumedriven marketplaces.

A With no visibility in to proprietary rates negotiated by carriers,-f@ifded employers relied on companies liRastlightHealth to analyze years of
historic claims data and tease out past prices and thus, predictions of future prices. The more claims, the more acqurediéctions, making this
method most effective with the largest of employers. Carrier contracts typically prohibit pooling of data between employers.

A CastlightHealth productized the pricing predictions in to an online platform where members can search for care and compare prasticted c
given services. Healthcare Bluebook offers a similar service and report that employers save an average of $1,500 evagymiraeuses their
platform to shop for care. Many commercial insurers and TPAs have also implemented rudimentary price transparency tools.

A Such services do come with limitations: historic claims data can only offer estimates of cost and meaningful qualityionfoematins elusive and
challenging for consumers to understand. Furthermore, in order to prospectively shop based on cost, consumers must kemvigdhdhey require
and must be willing and able to shop at the time of need.

A Other promising although early price transparency efforts are afoot. On January 1, the hospital price transparency affedbakd required
hospitals to post their chargemasters online, although a lack of standardization makes it hard. thlasgand implemented albayer rate setting in
the 1970s, meaning all third parties pay the same price for services at a given hospital. This has necessitated transpdineneyhas been
continued interest in spreading this approach. Medicare have been experimenting with price transparency and very recehdy lamew app
OFff SR &2 K% 0iQa O20SNBRE

1 KFF: Distribution of Health Plan Enrollment for Covered Workers, by Plan Typ@0lg8BAspen Valley Hospital Charge Master ExarB@spital Price Lists can be Extremely Confusingto PaddntS i a SRA O N.
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https://www.kff.org/report-section/ehbs-2017-section-5-market-shares-of-health-plans/attachment/figure%205_1-18/
https://aspenvalleyhospital.org/Charge-Description-Master
https://www.legalreader.com/hospital-price-lists-can-be-extremely-confusing-to-patients/
https://www.medicare.gov/blog/whats-covered-mobile-app

Wellness Programs

A Wellness programs have been broadly adopted by large US employers with SHRM finding that 75% offered wellness resources
and/or a general wellness program in 2618

A Wellness programs exist across a vast spectrum of design and function that spans initiatives to encourage healthy lifestyles
through to targeted disease management and population health initiatiwéth larger employers more likely {o have complex
multifaceted programs

A The largest study of wellness programs to date performed by RAND i 20h8l that most employers characterize wellness

programs as a combination of screening for health risks (incYuding health risk assessments) and interventions to redusksthose
and promote healthy lifestyles.

A The_stud%/ found that while around 50% of employllees participated in screening activities only 7% of identified smokers
participated in smoking cessation programs and 16% in disease management. They also found that financial incentives can be
effective in boosting participation. Of those who did engage in programs, they found statistically significant and clinically
meaningful improvements in exercise frequency, smoking behavior and weight control. While they were unable to demonstrate a
statistically significant difference in health care costs in participants vgpaditipants, they note that the two groups dliverge,
and they éstimate the annual difference to be $157 ger participant. With limited data on the investment costs for thesvellnes
programs studied, they estimated that it would take 5 years to reach break even, which has led to some skepticism arauad vend
more optimistic ROI eStimates.

A Employers seem to be embracing wellness progr‘amscpite_limited evidence and what may be a long pay back period. Of course,
the benefits of a wellness program are likely to extend to improved productivity, reduced absenteeism and presenteesi@. In th
years since the RAND stuclj_ﬁ which looked at #rograms implemented in the yéars prior to that) technology has dramatlcallc}/t

ike ectl

Improved in ways that are likely to boost the e veness and increase the ease of participation in wellness progrémmis an
constituent initiatives.

1 RAND: Workplace wellness stu@jn evaluation of the Well at Dell health management program: health risk change and return on inve3toagii SNY A Y LJ OG 2 F W2KY &2y 9 W2KYazy
health care utilization and expenditurdsSHRM: 2018 Employee Benefits Research R&pidie Advisory Board: Understand the wellness spectrum



https://www.rand.org/pubs/research_reports/RR254.html
https://www.ncbi.nlm.nih.gov/pubmed/25559251
https://www.ncbi.nlm.nih.gov/pubmed/11802462
https://www.shrm.org/hr-today/trends-and-forecasting/research-and-surveys/Documents/2018%20Employee%20Benefits%20Report.pdf
https://www.advisory.com/research/hr-advancement-center/resources/2015/the-wellness-spectrum?WT.ac=DBF_HRAC_Info___WellnessSpec_

Care Management

A Chronic care management is an old concept but the emergence of technology that enables more personalized, connectedlentapaims has
led to renewed enthusiasm and encouraged many new entrants with what some have termeggloitions.

A Most of these programs target conditions with the greatest employer spending. Some companies that started out witfoliois are now shifting
toward a platform approach to address a wide variety of kight health issues.

A The impact of such programs is difficult to quantify, with cost savinﬂs of improved disease management often takinghyatersat@e , other
benefits changes thrown in to the mix and little peeviewed research evaluation programs. A recent study found that mudiecétidence that has
been published on these modern platforms focuses on relatively healthy patients with few data on outcomes, cost ér access

A From just a few vendors, here are some of the cost savings they report to have achieved:

A Livongo(T2DM management with connected glucometer): Applying a correlation between lower HbAlc and healthcare costs foundtirdiEbeihey estimate a $73
$99pm cost saving excluding the cost of the Rrog\tamanother réport, they analyze claims data comparing diabetics enrolled vsmiotked. They found a $83pppm,
although the methodology is unclear as are the underlying differences between the two groups.

A Propeller Health(asthma & COPD mana%ement): With results showing that 50% of patients with uncontrolled asthma achieve controlled stafugesiththey draw

links to existing studies comparln? healthcare costs in those with con?rolled vs uncontrolled asthma. They estimatevang@st®2B80 per participant per year in direct
asthma cost savings and $2,101 e

ss in total costs.

A New payment models for programs are emerging including PMPM (total/enrolled/engaged with specific target metrics), fietddese based
(percentage of savings/on meeting certain outcome metricgisk adjustment) and billing through claims. They bring the postmd align incentives
to encourage enrollment and engagement and drive outcomes in even the most complex patients and avoid costly, |goorlg;rrctghanaf[\};.
Furthermore, the use of financial incentives for participants both on engagement and outcomes can help boost the RQirofjsarols.

A Primary care, the traditional venue for chronic disease management can also be incentivized and empowered to better maniagiisgase
through valuebased and capitated models of Bayment (such as with the AQC and the ambulatory quality measures). Inspirbgairaan from
Medicare programs such as Comprehensive Primary Care Plus and Chronic Care Management that provide funds for chrorageaeainzaual
encourage practices to strengthen their capabilities.

1LC9t . Q& 22NJ L I OS 2 S2Wwhy Scasider ®oidh SoRtibns? (Amd Whaf AENIFY 3AnyRTMfunded Digital Health Companies And Their Impact on-Bigiden, HighCost Conditions
4 Livongo Clinical and Financial Outcomes Rep&moking, Obesity, Health Insurance, and Health Incentives in the Affordable Care Act



https://www.ifebp.org/store/Pages/workplace-wellness.aspx
https://www.mercer.us/our-thinking/healthcare/why-consider-point-solutions-and-what-are-they-anyhow.html
https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.2018.05081?rfr_dat=cr_pub%3Dpubmed&url_ver=Z39.88-2003&rfr_id=ori%3Arid%3Acrossref.org&journalCode=hlthaff
https://www.livongo.com/docs/pdf/Livongo%20Clinical%20and%20Financial%20Outcomes%20Report.pdf
https://www.ncbi.nlm.nih.gov/pubmed/23765171
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A Recent surveys have estimated that employees who smoke cigarettes cost employers an additional $6,000 each year in lost
productivity and health costs

A Employers have long targeted tobacco use through smoking cessation programs, tobacco free workplaces and even refasing to hir
tobacco users (as @eisgine). In 2004, KeviWolppstarted a study at GEhat identified tobacco users compared offering
incentives for smoking cessation vs providing smoking cessation resources without incentives. The incentives were $100 for
completing a smoking cessation program, $250 for demonstrating they were cigarette free via a biochemical test at 6 ndonths an
a further $400 for the same test after another 6 months. They found the odds of quitting in the incentivized group wa&5%, 3
times higher than in the control group.

A¢KS /1 AO;/QNBI- AaSR UKS AYOSYUuUAdS OSAfAY3d FT2NJ ALINRBINI Yap 2F K
to 50% if at least 20% is targeted at tobacco use. This means that tobacco users could face surcharges of up to 508todf the co
coverage if employers so wished. Employers could also use such incentives, either in the form of carrots or stickstidosraduc
BMI, for engagement in a disease management program or for completion of a Health Risk Assessment, although employers must
also be mindful of the ADA and GRNA

A There has also been an increasing amount of innovation in the vendor space, with new di%i_tal platforms that help employees
tackle smoking while being easily accessible and highly scalable. Pivot, for example, combines a mobile application that can
provide coaching, educational content and smoking insights based on data collected from a personal CO breath sensor.

A Employers have a growing range of options to tackle smoking in their members and despite decreasing rates of smdking, it stil
represents a significant opportunity to reduce letggm health care spending. Financial incentives, which can be appliedidea w
range of care management programs beyond smoking cessation, can help boost engagement and reward participant outcomes.

1 CDC says smoking rates fall to record low i @SU Study: Companies pay almost $6,000 extra per year for each employee that 3ifiokesonwealth Fund: What happened when GE paid employees to quit smoking’
4 Smoking, Obesity, Health Insurance, and Health Incentives in the Affordable C&r& pietgmatic trial of £igarettes, Incentives, and Drugs for Smoking CessB#anCFR146.121()1 9 A RSY OS { dz33S A
Tobacco Surcharges Reduced Insurance-Ugkand Did Not Increase Smoking Cessai@vellness Program Incentive Amounts for 2019: What to do?



https://www.cnbc.com/2018/11/08/cdc-says-smoking-rates-fall-to-record-low-in-us.html
https://tobaccofree.osu.edu/research/study-companies-pay.html
https://www.commonwealthfund.org/publications/newsletter-article/what-happened-when-ge-paid-employees-quit-smoking
https://jamanetwork.com/journals/jama/article-abstract/1697621
https://www.nejm.org/doi/full/10.1056/NEJMsa1715757
https://www.law.cornell.edu/cfr/text/45/146.121
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5589079/
https://news.leavitt.com/health-care-reform/wellness-programs/wellness-program-incentive-amounts-for-2019-what-to-do/

Hotspotting

A Hotspottingis the concept of using data to identify supdilizers of care, understand their individual needs
and allocate resources to those individuals through the design and delivery of effective interventions. It ros
to prominence through the Camden Coalittoitheir work with Medicaid patients also drew further
attention to the social determinants of health that were often intricately intertwined with the health issues
of the individuals they identified.

A While there have been marpotspottinginitiatives in public payer populations, there has been much less
activity in seffunded employer populations bernd chronic care management. No doubt this is partly due
to privacy concerns that knowing identities of high spending members could lead to or be attributed to
workplace decisions, the understandable privacy concerns of emBonees, identifying the trusted party that
can reach out to the member, and the potential implications of HIPAA.

A Perhaps the most prominent initiative has been the Intensive Outpatient Care Program (IOCP) initially
implemented by PBGH and Boeing, reducing costs by up to 20% for medically complex4p&iemtred
around primary care and dedicated care coordinators, the program identifies members based on a
combination of analytics and referrals from PCR&tspital providers or existing disease management
Programs through a’warm haraff approach. Care coordinators work to understand the individual needs of
he member with irhome visits, regular cheaks and use of patieateported outcomes. The coordinator
serves as an always available first point of contact to organize holistic services around the fnember

1 Healthcare Hotspotting: A Project of the Camden Coalition of Healthcare Pa2tirgesisive Outpatient Care Program: A Care Model for the Medically Complex Piloted by Enfdlajemsive Outpatient Care Program:
PBGH Toolk# Consistently high turnover in the group of top healthcare spenders



https://hotspotting.camdenhealth.org/
https://www.commonwealthfund.org/publications/case-study/2017/sep/intensive-outpatient-care-program-care-model-medically-complex
http://www.calquality.org/storage/documents/IOCPPCC_Toolkit_V7_112216.pdf
https://catalyst.nejm.org/high-turnover-top-health-care-spenders/

The Opioid Crisis

A A 2016 study bgastlightHealth found that opioid use disorder could be costing US employers
around $18bn in lost productivity and medical expenses.

A Opioid use (as measured th_rou8h claims) has declined from 17.3% of large employer plan
enrollees in 2009 to 13.6% in 2016. However, a KFF analysis found that large employers paid
$2.6bn for opioidaddiction diagnoses in 2016, ugd@d from 2004, with 53% of spending
attributed to dependent children.

A NBGH reported that 30% of large employers have altered plans to restrict use of prescription
opioids and 21% have added programs o manage opioid prescrlptldnLuB&tlnﬂ legitimate
supply of opioids without, at the same time offering support, treatment and alternatives may
bring 1ts own negative consequences.

A Tackling opioid abuse, dependence and misuse head on now may bring cost saving benefits for
_rnaln)éi years to come. While there is no silver bullet there are several approaches that cafi work
including:

A PBMbased: Quantity limitation, application of strict guidelines for dispensing, patient risk scoring, prior

authorization, physician messaging & alerts, patient education, increased data sharing, formulary policies for
naltrexone, methadone, buprenorphine & naloxone

A Medication Assisted Treatmehtbiometric screening, advocating tighter provider controls, EAP awareness
with inclusive and supportive programs, mental health programs, access to programs such &°reSET

1 MBGH: The opiod epidemic and how it is impacting the workRdcé a G f AIK{G | S f KY ¢KS 2 BKFEEACEst diAtiagiopioidiagdictlonyrSstliapiily Prlargé eniplbyErg a¢Ihs
number of prescriptions has declinetlb . DI [ I NAS 9VYLJX 28 SNEQ | S|t K / I5NBedddalitidane:TEpidid¢rRi$ weyd ygur diehta da@fifht hadiBtddegies far n My
stemming the opioid epidemif Four PBM programs poised to rein in the opioid epideBrtibstance abuse and Mental Health Services AdministratiRear Therapeutiace SET0 program



https://www.the-alliance.org/wp-content/uploads/2018/07/Cheryl-Larson-Opioids-Alliance-July-2018.pdf
https://content.castlighthealth.com/Opioid-Research-Report_LP.html?mrls=Website&mrsc=Blog
https://www.kff.org/health-costs/press-release/analysis-cost-of-treating-opioid-addiction-rose-rapidly-for-large-employers-as-the-number-of-prescriptions-has-declined/
https://www.businessgrouphealth.org/benchmarking/survey-reports/surveys-of-large-employers/
https://www.uhc.com/employer/news/consultant/the-opioid-crisis--6-ways-your-clients-can-fight-back
https://www2.deloitte.com/insights/us/en/industry/health-care/strategies-health-plans-pbms-to-stem-opioid-crisis-with-data-technology.html
http://www.managedhealthcareexecutive.com/mhe-articles/four-pbm-programs-poised-rein-opioid-epidemic/
https://www.samhsa.gov/medication-assisted-treatment
https://peartherapeutics.com/sandoz-and-pear-therapeutics-announce-us-launch-of-reset-o-to-help-treat-opioid-use-disorder/

Miscellaneous



Healthy Workplace Desig

A With employees spending most of their waking hours in the work environment, a healthy
workplace design has the potential to significantly impact employee health and reinforce a
culture of wellness.

A While there is a paucity of evidence studying the effects of workplace design on health care costs,
a recent study that looked at the relationship between Corporate Health Assessment Scores
(CHAS) completed by employees and healthcare spending across several large employers. They
found that higher CHAS scores generally correlated with lower health care cost trend

A Workplaces vary considerably depending on the nature of the work, however there are a few
common themes$that employers can consider:

A Ensure a safe workplace and minimize occupational hazards

A Promote physical activity throughout the day

A Encourage healthy eating, good hydration and avoid junk foods
A Invest in workplace ergonomics, lighting and air quality

A Encourage regular social interactions and collaboration

1 Does a healthy workplace improve the bottom lir2Phe Correlation of a Corporate Culture of Health Assessment Score and Health Care Cd@EXagnithing the relationship between the food environment and adult
diabetes prevalence by county economic and racial composition: an ecologicaldtimly employers can design workplaces to promote wellness



https://www.gensler.com/research-insight/gensler-research-institute/toward-a-wellness-based-workplace
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5991187/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5551001/
http://theconversation.com/how-employers-can-design-workplaces-to-promote-wellness-91983

Coalitions & Lobbying

A Seltfunded employers have a long history of collaborating and using their collective purchasing
ower to advocate for policy, lobby and push forward initiatives that improve the quality of care
or their members and reduce costs. On a_backdroP of increasing provider consolidation and
_megatmetrgers such as Aetr@Vs, it is my view that these coalitions will become increasingly
important.

A The most prominent coalitions and organizations out there include\thiéonal Business Group
on Health the Pacific Business Group on Healtie Catalyst for Payment Reforrihe National
Alllance of Healthcare Purchaser CoalitiQwhich includes many regional coalitions), the
Healthcare Transformation Task Foerel The Alliance

A Just a small selection of the initiatives from these groups include:
A Funding and supporting clinical registries such as the California Joint Replacement Registry

A eValue8 and the PBM Assessment tool to help employers assess health plan performance and identify results
oriented vendors

A Advocating for 75% of business in vahased payment arrangements by 2020

A Co%litlign with private vendor, Remedy Partners, to accelerate development and adoption of bundled payment
mode

A Dossic?founded by a consortium of employers in 2006, developing a personally controlled personal health
records platfornd

1 Healthcare Transformation Taskforce: What is vaRi&ational Alliance of Healthcare Purchaser Coalitions and Remedy Partners Collaborate to Accelerate Payme8CRs&anConsortium: About Us



https://www.businessgrouphealth.org/
http://www.pbgh.org/
http://www.catalyze.org/
https://www.nationalalliancehealth.org/
https://hcttf.org/
https://www.the-alliance.org/
https://hcttf.org/what-is-value/
https://www.nationalalliancehealth.org/www/news/news-press-releases/remedy-partners
http://dossia.org/about-us.html

Medicare Advantage as a blueprint Part 1/

A Medicare Advantage plans are paid by CMS on a capitated per member basis, based on averag
costs for FFS Medicare beneficiaries andadjkistment. Similarly employers have a budget for
healthcare expenditures in a given year to cover all enrollees that is based on prior years.

A In 2019 the Medicare Advantage _m_ontr;le/ capitation rate with a 0% bonus ranged from $322 in
American Samoa to $706 in Presidio TX to $1453 in Normd& A& average cost 0 empl&yer
based coverage in 2018 was $574 (including employee contribidid®esider that the MA
population is over 65 years old and likely to incur higher medical costs.

A Medicare Advantage plans have been rapidly growing in popularity, with many citing their lower
Bremlums_ as the primary reason, with 20.4M enrollees accounting for 34% of Medicare
eneficiaries in 2018 1n 2019 the majority of MA plans are HMOs %68%) and 92% include
Prescription Drug PaiDd coverage

A Most Medicare Advantage enrollees are in plans operated by UnitedHealthcare, Humana and
BCBS affiliates (55% combined in 2018) however there havé been many new entrants to the
market including 14 new firms for 204 ©espite entrenched competition, hew entrants see an
opPortunlty to use novel technologgnabled approaches to win market share and manage
patient populations at lower cost than Medicare reimbursement.

1 CMS: 2019 MA Rate BoRKFF: 2018 Employer Health Benefits SuB/giFF: A dozen facts about Medicare Advanédyore 2019 Medicare Advantage Plan Opti&isFF: New MA Entrants for 2019 TabMedicare
Advantage Plan Directory, sorted by Contract Start Date



https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Ratebooks-and-Supporting-Data-Items/2019Rates.html?DLPage=1&DLEntries=10&DLSort=0&DLSortDir=descending
https://www.kff.org/report-section/2018-employer-health-benefits-survey-summary-of-findings/
https://www.kff.org/medicare/issue-brief/a-dozen-facts-about-medicare-advantage/
https://q1medicare.com/q1group/MedicareAdvantagePartD/Blog.php?blog=More-2019-Medicare-Advantage-plan-choices--with-increases-in-HMO-and-local-PPO-options&blog_id=720&category_id=18
https://www.kff.org/report-section/medicare-advantage-2019-spotlight-first-look-tables/
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MCRAdvPartDEnrolData/MA-Plan-Directory-Items/MA-Plan-Directory.html

Medicare Advantage as a blueprint Part 2

A Medicare Advantage plans have many similarities withfs@fled employer plans and some key differences:

A Both have an imperative to work within a defined budget and reduce costs to improve the bottom line, to offer efficient and
high-quality care to their members, and ultimately to improve the health of their members with the added flexibility to use

unconventional means.

A MA plans cover an older population, with (in %eneral more complex health needs. MA plans compete as one of many
options in a MA marketplace or as an alternative to FFS Medicare (which generally reimburses providers at much lower rates
than employerbased coverage), whereas employees and their dependents are captive to the options presented by their
employer on a backdrop of a benefits previously offered by the company.

A How could a Medicare Advantage mindset be applied to emplbgsed coverage?
A A shift toward HMO plans with narrow higderformance networks and a primaware first approach

A Directly contract with health systems, who through consolidation, are increasingly able to offer a wide range of services
across broad geographies with greater datearing and reporting capability

A Build a network of directly contracted primary care practices that serve as the front door to your members. Work closely
with them to share data, enable more proactive and coordinated care, track outcomes, ensure standards of care are met and
look for cost & efficiency saving opportunitiegy(reducing polypharmacy)

A Use additional funds to help address social determinants of health, or the symptoms thereof.
A With knowledge of your member population, incorporate programs to address high cost chronic conditions
A Use modern CRM to develop stronger ties with members and to be there at the time of need



Conclusion

AThis is just a small selection of the potential strategies available.
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nightmare with a vast web of often conflicting incentives and terminology
with so many exceptions that even the most common of terms mean
nothing without reading the fine print.

AWhile my focus here has been cost, any strategy must be considered in the
context of thecompanies their benefits structureand on the three
dimensions of the Triple Aingpst health outcomesandexperience.

ANo single strategy is Ikely to have the kind of step change impact that Is
required but many strategies are overlapping and synergistic and together
have the potential to bring about meaningful change.




Appendix




Benefit Design Example

\'I
/.\

HSA Plan
Walmart matches your contributions when
you put money in a tax-free health savings
account (HSA) for this year’s expenses - or
for future needs.

. HDHP options only

2018 Medical Plan Options HRA Plan
Let Walmart help pay for your medical
care, with a special health reimbursement
account (HRA) that helps cover eligible

expenses before your deductible kicks in.

HRA High Plan
Get more Walmart dollars and lower
deductibles, plus all the benefits of the
HRA Plan, at a higher cost per paycheck. 4

Associate only $3,000 $2,750 $1,750
Associate + dependents $6,000 $5,500 $3,500
Annual out-of-pocket maximum
'c';v'::"‘:'k Per person $6,650 $6,850 $6,850 ]
g Entire family $13,300 $13,700 $13,700

Walmart's annual max contribution
Associate only
Associate + dependents

Annual deductible (except preventive care)

Care and services

Including doctor visits, diagnostic tests,
hospitalization, behavioral health
Doctor On Demand

Video doctor visit for medical,
behavioral health needs

Match up to $350 in your HSA
Match up to $700 in your HSA

75% covered after deductible

75% covered after deductible

$300 credited to your HRA
$600 credited to your HRA

75% covered after deductible

75% covered after deductible

$500 credited to your HRA
$1,000 credited to your HRA

75% covered after deductible

75% covered after deductible

High cost sharing

¥ Telemedicine covered

4] Big savings for generics

Walmart/Sam'’s
Club pharmacy

Generic drugs
Brand-name drugs
Specialty drugs

Available only at Walmart Specialty Pharmacy
or ESI/Accredo specialty pharmacies

$4 after deductible

$50 or 25% of allowed cost*
after deductible

$50 or 20% of allowed cost* after
deductible

$4

$50 or 25% of allowed cost®

$50 or 20% of allowed cost*

$4

$50 or 25% of allowed cost”

$50 or 20% of allowed cost’

Narrow pharmacy &
Specialty pharma network

Your cost per
biweekly pay
period**

Associate only
(tobacco free/one tobacco user)

Associate + spouse/partner
(tobacco free/one tobacco user/two tobacco users)

Associate + child(ren)
(tobacco free/one tobacco user)

Associate + family
(tobacco free/one tobacco user/two tobacco users)

$29.10 / $58.20
$130.50 / $159.60 / $188.70
$45.70 / $74.80

$150.70 / $179.80 / $208.90

$26.10 / $52.20
$124.80 / $150.90 / $177.00
$41.90 / $68.00

$146.40 / $172.50 / $198.60

$78.50 / $157.00
$265.90 / $344.40 / $422.90
$110.80 / $189.30

$284.60 / $363.10 / $441.60

<l

. — Partly unitized coverage

____——— Smoking premium rating
















