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Summary and Historical View of Trends

= Actual 2013-2014 — 7.5% per-employee-per-month across actives and retirees
» Actual 2012-2013 - 3.1%
= Actual 2011-2012 - 5.0%
» Actual 2010-2011 - 2.0%
= Actual 2009-2010 — 2.5%
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Active employees PEPM Trends

Service
Category CY2014 CY2013 CY2012 CY 2014 Comments
* Jump in IP trend driven by 4% increase in non-maternity
. o 0 N RO 0 services and over 6% increase in cost per unit for non-
Inpatlent FaCIIIty 6.3% 0.6% 1.2% maternity services. Trend for non-maternity services was over
10% from 2013-2014
Outpatient » Overall trend is driven by trend increases in ER services and
Eacili 12.9% 8.3% 13.7% surgical procedures of 23% and 14%, respectively.
acility « ER utilization increased 10%
Physician and 4 49, 3.9% 3.5% « Utilization increases in all professional categories except
other Provider 7o 70 70 physician surgical procedures which is the main driver of trend
« Utilization decreases across the board for generic, brand, and
Pharmacy physician dispensed drugs
(including phys. 6.9% 1.3% 6.4% « Overall trend driven largely by 25% and 47% increases in
adm. drugs) costs per script for brand drugs and physician administered
drugs
+ After 4 years of relatively low trends, 2014 saw increases across
Total 7.29, 3.3Y, 5.7Y% the board in areas which had been well contained in prior years
ota & /0 -2 /0 /0 with IP/OP facility costs and drugs increasing significantly over
2013.
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Retirees PEPM Trends

Retiree population is smaller than the active population, so trend results are less credible

Service

Category CY2014 CY2013 CY2012 CY 2014 Comments

« Jump in IP trend driven entirely by increase in cost per unit of
over 30%. Utilization actually decreased by nearly 2%

Inpatient Facility  28.1% -11.2% -17.0%

Outpatient o o o « Utilization reduction of over 6% in aggregate offset by cost per
Facility 5.0% 19.3% -1.7% unit increases of 12%

Physician and « Trend driven by increase in cost per unit of nearly 6% with

7.1% -1.3% -5.7%

other Provider modest utilization increase of 1%

Pharmacy Similar to the acti [ t per drug i re
. . o o o + Similar to the active experience, cost per drug increases we

(I2C|U(cjjlng p)hys. 17.0% -2.6% 2.0% very high (24%) with utilization actually decreasing by over 5%

aam. drugs

Total 13.4% 0.4% -5.0% + Aggregate trend driven by significant cost per service

increases across all service categories
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= 2014 experience shows much higher incidence of large claimants which is
consistent with the areas of increase seen in the trends by service category (i.e.
IP and OP facility costs)

» |ncrease in large claims at $100k threshold is worth ~2.5% increase in trend

= 2014 had 3 months of paid claims of ~$44M (July, Oct, Dec) which makes them
the 3 highest months in the past few years

» Table below shows claims experience by large claim threshold for 2013 and 2014
which highlights the increase in large claim activity for 2014

Paid in Excess of Threshold Claimant Count by Threshold
2014 % Inc. 2013 2014 % Inc.
$100,000 $28,160,000  $39,372,000 40% 343 434 27%
$200,000 $10,531,000 $17,070,000 62% 85 116 36%
$300,000 $ 5,108,000 $ 9,337,000 83% 30 48 60%
$400,000 $ 2,856,000 $ 5,884,000 106% 16 26 63%
$500,000 $ 1,630,000 $ 3,710,000 128% 11 15 36%
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» The blended incurred medical and pharmacy PEPM self-funded trend for both
active and retirees is 7.5%

» Total aggregate expenses from the Statement of Operations from 2013 to 2014
increased by 8.4% (this includes dental, ASO fees, etc.)

» Aggregate medical and pharmacy expenditure increased by 9.0%, which is
approx. 1.5% higher than the 7.5% trend stated in the report due a 1.5%
increase in total covered lives

2013 Total 2014 Total Aggregate
Aggregate Expense ltems Expenses Expenses Trend
Medical/Rx Self-funded Claims  $366,744,977 $399,797,094 9.0%
Dental Self-Funded Claims $26,884,495 $25,299,306 -5.9%
ASO Fees $14,840,312 $14,952,841 0.8%
Medicare Plans $20,877,418 $21,911,808 5.0%
Other $15,425,128 $20,293,033 31.6%
Total $444,772,330 $482,254,082 8.4%
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Source data from Truven

— Prior period: claims incurred in 2013

— Current period: estimated completed claims incurred in 2014
— Enrollment is based on subscribers

Allowed Dollar Basis

— Trend analyzed on claims costs after provider discounts but before member cost
sharing

— Neutralizes any shifts in enroliment between plans or plan design changes

Trend Components
— Split trend between utilization and cost per service
— Reviewed costs by major service category

Provider Discount Impact
— Estimated by comparing allowed dollars to submitted charges
— Pharmacy discounts could not be split between brand and generic drugs
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