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Background and Methodology




. Background and Approach

Indiana University (IU) has developed a committee to recommend creative approaches
to health care cost management including:

— Improving the health of the population
— Reducing the growth rate of health care expenditures
— Ensuring the delivery of efficacious health care services

To meet its objectives, IU engaged Mercer to assist them in developing a set of metrics
that would provide an overall understanding of key drivers of cost and utilization. In
addition to assisting with the development of metrics, Mercer assisted with creating
appropriate benchmarks and adjustments to compare Indiana University’s experience
with that of other employers’ experience in the state of Indiana.

Indiana University supplied its experience data to Mercer. The primary source of the
data was from Anthem’s data reporting 'system. Mercer then calculated the metrics and
adjusted benchmarks to reflect the age/gender characteristics of the IU population.

Mercer also reviewed reporting provided by Aetna on the graduate assistant health care
plan and summarized key findings

Unless otherwise stated, benchmarks are a blend of Mercer Health Online and
MarketScan data, which are detailed in later slides




. Employee Health Plan Claims Experience

The Indiana University health care claims experience used in the analysis has the
following characteristics:

Claims incurred in 2008, paid through February 2009

For the employee population, year over year claims were not examined because,
prior to 2008, a portion of the population was enrolled in an HMO program for which
data was not available

For some measures the experience data was adjusted with two months of run-out
data

Mental Health experience is not included for members enrolled in the PPO plan. For
members in this plan, Mental Health services are provided by IU Psychiatric
Management

The analysis was facilitated by the use of the same data reporting tools and reporting by
Anthem and by Mercer. This ensured that definitions were uniform in both data sets




. Graduate Assistant Health Plan Experience

The Graduate Assistant health plan experience was obtained from reports provided by
Aetna

— Paid claims experience based on plan year
— Reported metrics are based on the most current complete plan year (2007-2008)




. MarketScan ® Indiana Benchmark Statistics

Claims data incurred in 2006 paid through March 2007

Approximately 400,000 members enrolled in private employer sponsored health plans
representing over 100 different employers

Average age
— male 34.5
— female 35.4
— composite 34.9

Male/female ratio female: 50.7%/49.3%
Average family size: 2.11

Where appropriate, benchmarks were adjusted to reflect the age/gender and family size
of the IU population

Norms were trended forward to 2008 using the factors shown in the Methodology
Supplement section




. Benchmarks — Mercer HealthOnline ®

The MarketScan benchmarks were supplemented with benchmarks developed from
Mercer HealthOnline multi-client database

Claims data incurred from January 1, 2008 — December 31, 2008 paid through
February 2009

Approximately 40,000 members enrolled in private employer sponsored health plans
representing over 50 different employers

Average age

male 31.7

female 32.8

composite 32.3

Male/female ratio female: 48.7%/51.3%
Average family size: 2.3
Average employee age: 43.2

Where appropriate, benchmarks were adjusted to reflect the age/gender and family size
of the IU population

MHO benchmarks were not trended
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. Gross Payments

A snapshot of total gross medical and prescription drug claims incurred in 2008 relative to the
normative distribution. Gross claims include amounts paid by employees at the point of service
delivery and any amounts paid by other insurers through coordination of benefits or subrogation.

Total Costs

% of Cost
Aggregate Annual Costs 2008 % of Total
Medical $104,417,946 76.9%
Prescription Drug $31,404,391 23.1%
Total $135,822,338

Per Employee Per Year (PEPY) Costs

Service Category 2008 Benchmark % Diff

[ |Facility Inpatient $1,496 $2,413 -38% 7%

[ |Facitlity Outpatient $1,540 $2,098 27%

[ |Physician Outpatient $946 $1,177 -20%

[ |MHSA $117 $165 -29%

[ [Laboratory and Radiology $1,019 $1,298 -21%

[ |Other Professional Senices $534 $713 -25%

[ |Prescription Drugs $1,723 $1,807 5% 2% 13%
Total Allowed Payments $7,375 $9,672 24%




. Demographics

Snapshot of the average number of employees and members enrolled in self-insured medical
plans during 2008. Also includes the total gross medical and prescription drug costs on a per
employee and per member basis for 2008 and the distribution of costs by relationship.

Demographics

MarketScan MHO %Diffto % Diff Medical + Rx Costs
2008 Benchmark Benchmark MarketScan to MHO PMPY Rx
Employees 18,202 n/a 19,102 n/a -4.7%
Members 39,868 +400,000 43,899 -90.0% -9.2% PMPY Med
Family Size 2.17 2.24 2.29 -3.1% -5.2%
% Male 47.8% 48.6% 48.7% -1.6% -1.8% PEPY Rx
Average Employee Age 45.4 n/a 43.2 n/a 5.1%
Average Members Age 34.8 34.9 323 -0.3% 7.7% PEPY Med
|
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The Relationship Between Members and Medical Costs
Claims Distribution

The Issue
The Opportunity

P
0.8% 6.6%
21.2%
19.5%
$50,000+
0
36.5% $10,000 to $50,000
$2,500 to $10,000
$250 to $2,500
43.2% $1 to $250
28.7%
0
15.3% 13.0%
40.6%

/Patients Total Allowed Cost
Medical & Rx




. High Cost Claimants

High cost claimants reflect the number of members that incurred claims over $50,000 in 2008
relative to the benchmark.

Members With Medical Claims over $50,000

2008 Benchmark % Difference
% Members 0.7% 1.1% -38.8%
% of Total Medical & Rx Claims 21.2% 31.5% -32.9%

While managing the distribution of claims experience is the key challenge in managing health
care costs, IU’s experience relative to the highest cost group is favorable relative to that of
Mercer's MHO Indiana client experience. |U has a smaller portion of its population with
medical claims exceeding $50,000 than the comparator group. Although, for those in the

highest cost group their total costs represented a slightly higher portion of total costs than found
in the comparator group.




. Low Cost Claimants

Low cost claimants reflect the number of members that had medical experience of less than
$250 in 2008. These members are highlighted because the absence of medical claims may
indicate a lack of routine preventive care.

Members With Medical Claims less than $250

2008 Benchmark % Difference

% Members= $0 0.30% 0.53% -42.9%
% Members $1-$250 15.6% 17.4% -10.5%
% of Total Medical & Rx Claims 0.57% 0.49% 17.62%

IU has a smaller percentage of the population incurring total medical expenditures than
Mercer's MHO Indiana client experience for 2008. This is an indicator that a large portion of the
IU population had an encounter with a health professional during the year, and thus are more
likely to be receiving recommended preventive services.

Utilization of specific preventive services is examined elsewhere in the report.




. Employee Out-of-Pocket

A snapshot of how much employees paid at point-of-service in copayments, deductibles, and
coinsurance as a percentage of total medical and prescription costs in 2008.

Employee Out-of- Pocket Share %

2008 Benchmark % Difference

Medical Claims OOP 11.5% 14.2% -19.3%
Rx Claims OOP 20.8% 22.4% -71.2%
Combined Medical and Rx OOP 13.6% 15.8% -13.4%

The amounts paid by IU employees in medical cost sharing at the point of service in 2008 is
slightly less than Mercer’s Indiana client experience for the same period, 2008. The utilization
experience on the next page indicates that IU’s population uses a higher number of office visits
than the benchmark and has lower utilization for services to which deductibles and coinsurance
apply. This is likely the reason for the lower than benchmark cost sharing.

Prescription drug cost sharing is near the benchmark.




. Utilization of Services

Utilization
(per 1,000 Members)

Inpatient Doctor Office ER Average
Admissions Visits Visits LOS(in Days)
2008 46 6,062 157 4.6
Benchmark 69 5,735 220 3.8
% Difference -32.6% 5.7% -28.6% 20.0%

IU’s inpatient utilization experience is generally lower than the benchmark of a similar
age/gender population in Indiana. The admission rate is more than 30% below expected for
the age/gender of the group. However, when admitted, patient’s stay on average 20%
longer. The length of stay difference may be the result of patient’s being sicker upon
admission, but this should be investigated and confirmed.

ER visits are below expected while doctor’s office visits are slightly higher. While these
statistics do not, in themselves, indicate the appropriateness of treatment setting or
appropriate decisions in seeking care, this utilization combination is generally favorable
because it indicates that [lU members have established relationships with physicians and use
those physicians for urgent care rather than the Emergency Room.




. The Cost of Services

Average Allowed Charge
(per Occurrence)
Total Per
Employee Per Inpatient Doctor Office Outpatient

Year Admission Visit ER Visit Surgery
2008 $7,462 $18,180 $117 $614 $621
Benchmark $10,739 $12,960 $120 $486 $365
% Difference -30.5% 40.3% -2.5% 26.4% 70.0%

While the total cost of medical and Rx expenditures per employee per year for IU is 30%
below a comparable population based on age/gender and family size, that overall cost
position is driven by utilization (prior slide) more so than price. The average cost of an
inpatient admission, ER visit and Outpatient Surgery are higher for IU than the
age/gender adjusted comparator group. While it cannot be determined if these
differences are driven by price or the mix of services (i.e. more complex admissions and
surgeries); it is recommended that IU evaluate price on a case/mix and risk adjusted
basis. The cost for physician office visits is similar to the benchmark.




Prescription Drug Price & Utilization

A snapshot of prescription drug utilization and average price per script during 2008
compared to the Indiana benchmark.

Prescription Drug Utilization

Retail Mail Order Total
37%
64% 62% 63%
= Generic m Brand = Generic m Brand @ Generic m Brand
Retail Mail Order Total
Scripts PMPY Generic Brand Total Generic Brand Total Generic Brand Total
2008 3.7 2.1 6.0 1.2 0.7 2.0 4.9 2.9 8.0
Benchmark 5.6 2.6 8.3 0.6 0.6 1.2 6.2 3.2 9.5
% Diff -32.9% -17.4% -27.7% 93.5% 23.2% 63.7% -20.4% -9.8% -16.2%
Payments/Script Generic Brand Total Generic Brand Total Generic Brand Total
2008 $23 $140 $65 $36 $194 $97 $29 $167 $81
Benchmark $31 $132 $63 $85 $348 $215 $37 $173 $83
% Diff -28.2% 6.1% 3.4% -57.9%  -443%  -55.1% -21.1% -3.0% -2.5%

Anthem’s reporting of mail order prescription drug costs does not match that of the
normative data and thus price comparisons are not valid for that category (for generic and in
total, though, the comparison is valid). However, utilization statistics are comparable. U
has lower prescription drug utilization than Mercer's MHO client experience in Indiana.




. Top 25 Drugs

Top 25 Drugs by Expense

Product Name Primary Use Scripts Rx Patients Rx Allowed Amnt Rx % of Total Rx

LIPITOR Lower cholesterol 7,942 1,538 $1,126,358 3.6%
PREVACID Treats conditions caused bytoo much stomach acid 4,750 1,108 $991,680 3.2%
SINGULAIR Prevent and control asthma attacks 4,906 1,227 $659,074 2.1%
EFFEXOR-XR Treatment of depression 3,135 499 $569,275 1.8%
ENBREL Treatment of rheumatoid arthritis 271 53 $552,434 1.8%
PANTOPRAZOLE SODIUM Treats conditions caused bytoo much stomach acid 4,210 1,026 $495,066 1.6%
LEXAPRO Treatment of depression 4,868 1,065 $491,259 1.6%
SIMVASTATIN Lower cholesterol 9,248 1,751 $433,862 1.4%
CYMBALTA Treatment of depression 2,385 473 $404,688 1.3%
AVONEX Treatment of multiple sclerosis 121 19 $393,149 1.3%
TOPAMAX Control and prevent seizures 1,208 247 $364,827 1.2%
NEXIUM Treats conditions caused bytoo much stomach acid 1,470 251 $342,189 1.1%
VALTREX Treats herpes virus infections 1,305 562 $321,558 1.0%
HUMIRA Treatment of rheumatoid arthritis 147 26 $320,856 1.0%
ADVAIR DISKUS 250/50 Prevents symptoms of asthma or COPD 1,300 408 $301,285 1.0%
LAMICTAL Treats seizures and mood disorders 903 197 $294,826 0.9%
ABILIFY Treats mental illnesses and depression 539 122 $293,682 0.9%
PLAVIX Helps reduce strokes, heart attacks 1,588 275 $282,618 0.9%
ACTOS Treats type 2 diabetes 1,202 217 $278,680 0.9%
DIOVAN HCT Treats high blood pressure 2,383 411 $251,166 0.8%
IMITREX Treats migraine headaches 1,079 336 $249,887 0.8%
TRICOR Lower cholesterol 1,844 350 $249,278 0.8%
ADDERALL XR Treats attention deficit hyperactivity disorder (ADHD 1,344 267 $234,828 0.7%
NASONEX Treats or prevents the symptoms of seasonal allergies 2,165 1,020 $217,782 0.7%
CELEBREX Treats Pain 1,016 246 $214,258 0.7%
Total Top 25 61,329 $10,334,564 32.9%




. Preventive Screening

A summary of the screening rates for selected preventive services during 2008. The screening
rates are presented as a percentage of the average number of members for whom each
screening is appropriate.

Preventive Services

@ 2008 O Benchmark

420
YZ /70

3% 32%

29%

18% 18%

Preventitive Care Visits Cholesterol Screening Rate Colon Cancer Screening
51%
43% 41% 43%
38%
29%
Cenical Cancer Screening Rate Mammogram Rate PSA Screening Rate




. Quality Markers

A summary of the relative performance of your health plan on the key quality measures of
complicated deliveries, avoidable admissions, readmissions, and complications of prior
treatment. These quality of care markers were selected because of the reliability with which

they can be measured using claims data.
Quality Markers

104
8.3
7.0
50 45
35 31
2.2

Deliveries % Avoidable Admits per  Readmissions Rate per Complications per 1000
Complicated 1000 Members 1000 Members Patients

02008 OBenchmark

Deliveries % Complicated is the number of deliveries where the patient was identified as having a delivery complication, expressed as a percentage of the total
number of deliveries.

Avoidable Admits per 1000 Members is average number of acute admissions for conditions that generally would not result in an inpatient admission if

appropriate prior treatment occurred, per 1000 members with medical coverage per year. The conditions included are angina without procedure, asthma,
bacterial pneumonia, CHF, COPD, dehydration, diabetes, hypertension, low birth weight, pediatric gastroenteritis, perforated appendix, and urinary tract

infection.

Readmission Rate per 1000 Members is average number of acute admissions that occurred within 15 days of a previous acute care admission for the same
patient, regardless of the diagnosis, per 1000 members with medical coverage per year.

Complications per 1000 Patients is unique count of members who received facility or professional services provided under medical coverage that were
reported on a claim with a principal or secondary diagnosis denoting a complication of care resulting from a healthcare intervention.




. Top Clinical Conditions

Top Conditions

Total Medical |% Total

Cost ($000) Medical
Musculoskeletal $14,650 14.2%
Cancer $9,310 9.0%
Pregnancy $7,660 7.4%
Cardiovascular $7,100 6.9%
Infections $5,640 5.5%
Respiratory Disorders $3,890 3.8%

Six broad clinical categories account for nearly 50% of IU’s medical plan costs. With the
exception of pregnancy, all of these conditions are related to lifestyle factors. Further
analysis of this area may identify specific opportunities.




. Chronic Conditions — Prevalence and Cost

Chronic Condition - Per Patient per Year

% of Total Prevalence
Allowed Cost per 1000

$1,200 -
$1,000 -
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. Chronic Conditions — Prevalence and Cost (continued)

Chronic Condition - Per Patient per Year

$10,000 -
$8,000 - $5,902 % of Total Prevalence
$6,000 - Allowed Cost  per 1000
$4,000 |
$2,000 4 2008 2.290% 13.2
$_
Coronary Artery Disease Benchmark 5.711% 20.8
$2,500 - $2,279
$2,000
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1,000
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. Chronic Conditions — Cost and Utilization

Top Chronic Conditions - Cost and Use

Allowed % of Total IP Admits per ER Vistis per
Medical Cost Allowed Patients 1000 Avg Days LOS OV per 1000 1000

Bench Bench Bench Bench

2008 mark 2008 mark 2008 mark 2008 mark

Asthma $448,928 0.4% 1,142 0.4 0.8 2.9 3.1 72.3 52.7 2.4 2.6

Chronic Obstruc Pulm Dis(COP $184,717 0.2% 186 0.3 0.7 3.3 4.2 7.3 18.9 0.2 1.1

Congestive Heart Failure $359,428 0.3% 100 0.0 0.6 9.0 4.5 3.9 5.4 0.2 0.4

Coronary Artery Disease $3,110,128 3.0% 527 1.6 3.7 3.5 3.2 26.6 42.4 1.0 2.6

Diabetes $1,013,723 1.0% 1,891 0.3 0.8 4.2 4.2 121.6 152.4 0.9 1.6

HIV Infection $60,426 0.1% 32 0.0 0.1 14.0 6.5 2.6 1.6 0.0 0.1

Hypertension, Essential $991,763 0.9% 3,479 0.3 0.4 3.4 2.8 155.9 2171 0.9 1.3

Obesity $1,385,932 1.3% 340 1.0 0.7 4.3 2.4 15.0 5.9 0.0 0.0

Osteoarthritis $3,034,804 2.9% 1,503 2.0 2.8 3.0 3.0 97.0 116.5 0.2 0.4
Subtotal Top Chronic Conditions $10,589,850 10.1% 9,200

The chronic condition information shown on this and the previous two pages indicate overall lower

utilization and cost by IU members as compared to benchmark, with the notable exceptions of
Asthma, Congestive Heart Failure (CHF) and Obesity.

For Asthma and Obesity, the higher office visit usage indicates the desired usage of preventive
care in the physicians office setting, resulting in generally lower costs for those conditions.

For CHF, prevalence and inpatient admissions are lower than benchmark, however average length
of inpatient days and, correspondingly, cost per patient are higher. The reasons for this are not
immediately clear and could warrant further investigation.




Graduate Assistant Health

Program




. Demographics

Demographics

2006-2007 2007-2008 2008-2009

Plan Year Plan Year Plan Year

Number of Students 4,536 4,681 4,655
Number of Spouses/Domestic Partners 111 86 76
Number of Children 114 105 71
Number of Dependents 225 191 147
Total Number of Members (Medical) 4,761 4,872 4,802
Ratio of Dependents to Students 0.050 0.041 0.032
Percent Male Students** 49.0% 48.9% 49.6%
Percent Female Students** 51.0% 51.1% 50.4%
Average Age of Students 28.1 28.1 27.9
Number of Utilizing Members 2,757 2,704 2,315

The demographic mix of the graduate assistants is very different than that of employees. The
average age difference between employees and graduate assistants is 17.5 years. In addition, for
each employee covered under the health plan an additional 1.17 members are covered for a total
family size of 2.17. In the case of graduate assistants the average family size is only 1.03. Finally,
the percentage of members using the plan is approximately 50% compared to 85% for the
employee plan. It is notable that the percentage of members using the plan has declined from 57%
to 55% from the 2007 to 2008 plan years. The 2009 plan year data shows further decline, however
the data are incomplete. The use of preventive services such as pap smears and immunizations

should be examined further to determine if appropriate services are being utilized




. Graduate Assistant Out-of-Pocket

Medical @ Grad Portion
W IU Portion

Rx

15.0%

85.0%

Total Med + Rx

Total Grad cost sharing across the plans is
16.5%. However, based on the distribution of
claims, those that do use the plan are likely to
pay the maximum allowable out-of-pocket

83.5%




. Utilization

A snapshot of key utilization statistics for the Graduate Assistant plan for the 2007 -
2008 plan year as reported by Aetna are compared to the 2008 experience for the
Employee Health Plan

Utilization

Utilization
(per 1,000 Members) (Days)
Inpatient ER
Admissions Office Visits Visits Avg LOS
2008 IU Employee Plan 46 6,062 157 7.0
2007-2008 GA Plan 72 1,481 188 1.9
% Difference GA from Ee Plan 55.0% -75.6% 19.3% -73.1%

The higher inpatient utilization rate seen in the Graduate Assistant Health Plan can
largely be attributed to pregnancy and newborns as shown on the next page. The
higher use of the Emergency Room should be investigated as it is not apparent based
on the limited clinical information provided by Aetna.




. Top Clinical Conditions

A snapshot of the top clinical categories of medical expenses paid during the 2007 -

2008 plan year as reported by Aetna
Top Clinical Conditions

(Ranked by Total Inpatient and Outpatient Medical P ayments)

Total| % of Total

Payments| Payments

Complications of Pregnancy, Childbirth, and the Puerperium (630-677.9) $941,959 19.9%
Symptoms, Signs, and lll-defined Conditions (780-799.9) $456,988 9.7%
V Codes (V01-V85) $448,890 9.5%
Injury and Poisoning (800-999.9) $431,345 9.1%
Diseases of the Digestive System (520-579.9) $365,137 7.7%
Diseases of the Musculoskeletal System and Connective Tissue (710-739.9) $354,205 7.5%
Mental Disorders (290-319.9) $352,888 7.5%
All Other $1,374,247 29.1%
Total $4,725,659 100.0%

The distribution seen in the 2007-2008 plan year is consistent with the prior year and
the experience reported year-to-date for the current plan year.

The definition of the categories above are mostly self-explanatory, with the possible
exception of lll-Defined Conditions and V Codes. lll-Defined Conditions generally refer
to any condition that shows abnormal signs or symptoms, such as nonspecific
abnormal findings on radiological and other examination of body structure. The ICD-9
V Codes deal with occasions when circumstances other than a disease or injury
classifiable to the main part of the ICD categories are recorded as “diagnoses” or
“problems”, for instance when a person is donating an organ




. Distribution of Expenses by Service Category

Inpatient Expense

40% @ Maternity/New born
51%

| Inpatient MH
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O Other Inpatient
O Inpatient

Total Expense

| Physician Office Visits

O Outpatient Surgery

0O Emergency Room Visits

@ OutpatientLaboratory/
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O Outpatient Maternity

@ Outpatient
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O Outpatient Mental Health
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Comparison of Costs by Service Type
Employee Medical Plan and Graduate Assistant Plan

Distribution of Total Costs by Service Category * Despite the differences in data sources

Employee Graduate

Health Plan Assistant Health

2008 Plan 2007-2008
Inpatient 20.5% 29.3%
Physician Office Visits 8.0% 4.6%
Outpatient Surgery 11.2% 14.9%
Emergency Room Visits 6.4% 6.6%
OutpatientLaboratory/ Radiology 13.8% 7.1%
Outpatient Maternity NA 3.7%
Outpatient Physiotherapy NA 2.1%
Outpatient Mental Health 1.2% 1.9%
Outpatient Other 17.3% 11.4%
Rx 21.5% 18.3%

and methodology, at a gross level the
distribution of total costs by service
category demonstrate expected
differences (and similarities):

- Inpatient expenses represent a high
proportion of expense under the
Graduate Assistant plan. The
evidence for this is seen in the fact
that only half of the population uses
the plan, low office visit use and a high
proportion of maternity care

- Despite a lower rate of use of the ER
in the GA plan, the overall portion of
total costs is similar

- Outpatient surgery is higher than
might be expected under the GA plan
and should be investigated further




The Relationship Between Members and Medical Costs
Claims Distribution 2007-2008 Plan Year

. e The distribution of costs in the
0205 2% 13.6% Graduate Assistant plan is more
{ 4.9% highly skewed than a typical

employee benefit program with a
wider age distribution

40.1% $50,000+ « 22 members in the Graduate

$10,000 to $50,000 Assistant Program had
$2,500 0 $10,000 expenditures above $25,000 in
$200 to $2,500 2007/2008

$1 to $200
26.0% - 4 cases were related to
complications of pregnancy
and delivery

18.7% - 2 cases were cancer

24.1%

17.4%

«1.6% - 2 cases were cardiovascular

Mients Total Allowed - 2 cases were fractures
Cost Medical &

o - The largest case costing
$197,000 was related to
hemorrhage complicating a
procedure




. Prescription Drug Experience

2006-2007 2007-2008 2008 Medical

Grad Plan Grad Plan Plan
Generic % of Scripts 55.8% 61.8% 63%
Avg Cost per Script $15 $16 $29
Awvg # of Scripts per Yr per 1000 4.3 5.1 4.9
Brand % of Scripts 44.2% 38.2% 37%
Avg Cost per Script $119 $138 $167
Awvg # of Scripts per Yr per 1000 3.2 3.0 2.9
Total Awg Cost per Script $61 $63 $81
Awvg # of Scripts per Yr per 1000 7.6 8.1 8.0

As is true of most health plans, the Grad Plan has seen increased generic drug utilization over
the past year, and the generic use rate is comparable to the employee medical plan.

Costs per scripts are substantially lower for the graduate population, however, primarily driven by
the classes of drugs being utilized, as seen on the next page




. Prescription Drug Experience

% Paid
Therapeutic Class Patients| Scripts |Total Paid o of Total $ Brand
Anticonvulsants - Misc. 51 243 $40,997 8.1% 91.4%
Proton Pump Inhibitors 68 279 $38,653 7.7% 91.0%
Serotonin-Norepinephrine Reuptake Inhibitors (SNRIs 48 259 $31,867 6.3% 99.7%
Selective Serotonin Agonists 5-HT(1) 31 128 $25,966 5.2% 100.0%
Selective Serotonin Reuptake Inhibitors (SSRIs) 143 748 $24,356 4.8% 81.2%
Antidepressants - Misc. 52 268 $23,087 4.6% 47.2%
Adrenergic Combinations 28 100 $15,497 3.1% 100.0%
Tetracyclines 60 156 $13,890 2.8% 86.3%
Inflammatory Bowel Agents 9 56 $13,062 2.6% 99.1%
Amphetamine Mixtures 24 165 $13,011 2.6% 83.2%
Stimulants - Misc. 17 71 $11,236 2.2% 99.3%
Leukotriene Receptor Antagonists 31 132 $10,916 2.2% 100.0%
Antihistamines - Non-Sedating 84 254 $10,912 2.2% 53.2%
Nasal Steroids 109 235 $10,005 2.0% 72.5%
Soluble Tumor Necrosis Factor Receptor Agents 1 2 $10,000 2.0% 100.0%
Anti-TNF-alpha - Monoclonoal Antibodies 2 8 $9,901 2.0% 100.0%
Acne Combinations 28 76 $9,482 1.9% 83.2%
Acne Products 40 82 $9,136 1.8% 33.3%
FLUOROQUINOLONES 112 156 $7,658 1.5% 97.8%
Non-Benzodiazepine - GABA-Receptor Modulators 41 117 $7,435 1.5% 96.3%
Steroid Inhalants 28 54 $7,077 1.4% 100.0%
Decongestant & Antihistamine 38 96 $6,464 1.3% 100.0%
Herpes Agents - Purine Analogues 34 76 $6,449 1.3% 96.6%
Quinolinone Derivatives 6 18 $6,115 1.2% 100.0%
Dibenzothiazepines 6 28 $6,050 1.2% 100.0%
Top 25 Therapeutic Classes $369,223 73.3% 88.0%




Glossary




. Glossary

Avoidable Admission Per 1000 - is the average number of acute admissions for conditions that
generally would not result in inpatient admission if appropriate prior treatment occurred, per 1000
members with medical coverage

Coinsurance — An arrangement under which the covered person pays a fixed percentage of the cost
of medical care after the deductible has been paid. For example, an insurance plan might pay 80% of
the allowable charge, with the insured individual responsible for the remaining 20%, which is then
referred to as the coinsurance amount.

Complications Per 1000 Patients — is the average number of patients who receive services
provided under medical coverage that were reported on a claim with a principal or secondary
diagnosis denoting a complication of care resulting from a healthcare intervention, per 1000 unique
members with medical coverage

Co-payment (Co-pay) — This is an arrangement where the covered person pays a specified amount
for various services and the health care provider pays the remainder. The covered person usually
must pay his or her share when the service is rendered. Similar to coinsurance, except that
coinsurance is usually a percentage of certain charges where the co-payment is a fixed dollar
amount.




. Glossary

Cost Sharing - is the percentage of medical costs paid for either by the member or by third parties

Deductible — The amount an individual must pay for health services each year before the individual's
insurance company starts to pay. For example, a $250 deductible means that an individual must pay
for the first $250 worth of health care expenses before the insurance company begins to pay for
services.

Deliveries % Complicated - is the number of deliveries where the patient was identified as having a
delivery complication, expressed as a percentage of the total number of deliveries

Employee Count — The average number of employees with medical coverage. Measures reported
on a per employee basis include costs for all members divided by the number of employees with
coverage. IU had an average of 16,386 active employees covered under the benefit program in 2008

Facility Inpatient —room and board; all radiology and laboratory services, prescription drugs and
supplies delivered within an admission

Facility Outpatient — facility charges for emergency room, dialysis, hospice and other outpatient care
outside of a doctor’s office

Family Size — the average number of members per employee (2.174 for IU in 2008)




. Glossary

High Claimant Cost - factors account for the impact of very high cost claimants. One or two very
high costs patients could dramatically affect the change in overall net payments. Cost above the
chosen threshold are accounted for in the high cost factor and excluded from the utilization and
pricing factors

HMO - Health Maintenance Organization. A form of health insurance combining a range of
coverages in a group basis. A group of doctors and other medical professionals offer care through the
HMO for a flat monthly rate, typically with no deductibles. However, only visits to professionals and
facilities within the HMO network are covered by the policy. All visits, prescriptions and other care
must be cleared by the HMO in order to be covered. A primary physician within the HMO handles
referrals.

Inpatient Admits Per 1000 - is the average number of acute admissions per 1000 members with
medical coverage per year

Inpatient Days Per 1000 - is the average number of days from acute admissions per 1000 members
with medical coverage per year

Laboratory and Radiology — outpatient chemistry tests and analysis, x-rays, MRIs and CAT scans
and mammograms

Members — the average number of individuals covered under the plan including employees, spouses
and dependents. In 2008, IU provided medical benefit coverage for an average of 35,630 members.

MHSA — all facility and professional, inpatient and outpatient mental health and substance abuse
services except for prescriptions




. Glossary

Net Payment — is the amount paid for all claims. It represents the amount after all
pricing guidelines have been applied, and all third party, copayments, coinsurance and
deductibles amounts have been subtracted

Other Professional Service — chiropractors, physical and speech therapists, durable
medical equipment and ambulance transport

Out of Pocket - is the amount paid by the member for facility, professional, and
prescription drug services. This generally includes copayments, coinsurance and
deductibles amounts

Outpatient Surgeries Per 1000 - is the average number of outpatient surgeries
provided under medical coverage, per 1000 members with medical coverage per year

Physician Inpatient — physician services performed during an admission including
medical, surgical and maternity

Physician Outpatient — physician services performed in any outpatient setting including
all office visit charges.

Physician Office Visits Per 1000 - is the average number of professional office visits
provided under medical coverage, per 1000 members with medical coverage per year




. Glossary

Preventive Screening Rates — (Colon Cancer, PSA, Mammogram, Cholesterol) are the number of
patients who receive facility or professional preventative screening services provided under medical
coverage, expressed as a percentage of the average number of members for whom this test is
appropriate

Price — is measured as the cost (based on allowed amount) of the admission, services or prescription
drugs (per pay)

POS — Point of Service. A provision that would allow patients in certain managed care plans which
limit choice of doctors and hospitals to seek treatment outside the plans. Patients who use this option
would pay more.

PPO — Preferred Provider Organization. A health plan with an established provider network that
allows maximum benefit coverage when using its own contracted physicians and hospitals. Plan may
reduce benefits when using providers outside of the set provider network.

Relative Risk Score — provides the expected health risk of a group relative to a mean score of 100.
The risk score reflects the underlying illness burden of a group based on age, sex and diagnosis data
for group members. Scores were developed using the Diagnostic Cost Group method.




. Glossary

Readmissions Rates Per 1000 - is the average number of acute admissions that occurred within 15
days of a pervious acute care admission for the same patient, regardless of the diagnosis, per 100
members with medical coverage per year.

Relative Risk Score — provides the expected health risk of a group relative to a mean score of 100.
The risk score reflects the underlying illness burden of a group based on age, sex and diagnosis data
for group members. Scores were developed using the Diagnostic Cost Group (DCG) method
developed by DxCG, Inc.

Scripts Per 1000 Rx - is the average number of prescriptions filled per 100 members with
prescription drug coverage each year. The number of prescriptions filled is generally equal to the
number of original or replacement pharmacy claims minus the number of voided pharmacy claims.

Use — The use factor accounts for the number of inpatient admissions, outpatient services, and days
supply of prescription drugs were used by each member.




Methodology Supplement




. Benchmark Trend Factors

Measure Trend Factor

Admits Per 1000 Acute -2.18% The factors shown at left were developed
Days LOS Admit Acute -1.39% from comparisons of the year-over-year
Days Per 1000 Adm Acute -4.40% statistics of the quarterly MarketScan
Net Pay Per Adm Acute 4.75% reports from the years October 2005 -
Net Pay Per Day Adm Acute 6.89% September 2006 and October 2006 -
Allow Amt Per Svc OP Med 3.33% September 2007

Net Pay PMPY OP Med 5.90% These factors were used to trend the
Net Pay Per Svc OP Med 3.17% annual MarketScan data forward, as
Sves Per 1000 OP Med 2.25% indicated in the beginning of this
Allow Amt PEPY Med 4.54% document

Allow Amt PMPY Med 5.38%

Net Pay PEPY Med 4.46%

Net Pay PMPY Med 5.35%

Visits Per 1000 ER 1.75%

Visits Per 1000 Office Med 0.54%

Allow Amt PEPY RXx 3.24%

Allow Amt PMPY Rx 3.90%

Days Supply PMPY Rx 1.98%

Net Pay PEPY Rx 3.46%

Net Pay PMPY Rx 4.21%

Scripts Generic Efficiency Rx 0.56%




. Preventive Screening Methodology

Cervical Cancer Screening Rate identifies tests used to screen for cervical cancer that were performed
on females, age 21 through 64.

Cholesterol Screening Rate Identifies the cholesterol tests used to evaluate cholesterol levels as part
of an adult (age 18 and older) cardiovascular assessment. Cholesterol tests are defined as lipid panels,
serum cholesterol tests and blood lipoprotein tests, including VLDL, HDL, IDL, and LDL.

Mammogram Screening Rate identifies the mammography procedures used to screen for breast
cancer that were performed on females, age 40 and older.

PSA Screening Rate identifies the Prostate Specific Antigen (PSA) tests used to screen for prostate
cancer that were performed on males, age 50 and older.
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