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Tab 2

Summary Analyses

This section summarizes the Financial Metrics volume of the Sherlock Benchmarks. It includes a summary of median values, a functional area summary, a longitudinal (year-over-year) comparison and
changes in participant Plan cost growth.

The median values for each functional area and product are shown in this section. The summary of medians is intended to provide an immediate and accessible metric of central tendency for administrative
costs in each product / expense cell. If your plan has submitted data to this survey, median values are printed in black if the plan has low costs and red if it has high costs.

The functional area summary provides a high level analysis by four high-level clusters of functional areas. Results are presented on a per member per month and percent of revenue basis. All of the expense
classifications reported by the respondents have been summarized in this section.

Revenues are defined as premiums and/or self-funded fees. Premiums and fees exclude those of pharmacy and behavioral health, as do their associated expenses. Also, administrative cost growth is
analysed for health plans that participated in both this and the prior years.

Sherlock Benchmark values are provided in a slightly different form in Plan Management Navigator. Figures 2-14 to 2-16 in this section facilitate their comparison.

Administrative cost growth is analyzed for health plans that participated this year and the prior year.
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Blue Cross Blue Shield Plans Tab 2. Summary Analyses

Summary Analyses (continued)
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Tab 3

Functional Expenses, Across Products

This section provides an analysis of specific functional expenses across product lines. Costs are presented on a per member per month and percent of premiums and/or fees basis. Premiums and

fees exclude those attributable to pharmacy and behavioral health.
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Functional Expenses, Across Products, continued

Functional Area

Account and Membership Administration, continued
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Tab 4
Functional Expenses of Each Product, PMPM

This section provides an analysis of the expense composition of each product. All expenses for each product are included in each table.
Costs are presented on a per member per month basis. Each figure includes a statistical analysis of product expenses. Expenses
exclude those of pharmacy and behavioral health. See Tab 6 for those expenses. "Comprehensive Total" excludes Medicare Advantage
SNP, Stand-Alone Dental, Stand-Alone Medicare Part D and Host Expenses.
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Functional Expenses of Each Product, PMPM, continued

Figure Product
Other
4-20 SEANA-AIONE DENTAL........eieie ettt e r e e bt et er e et e e e e e e e nr e ene e n e e e
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Tab 5

Functional Expenses of Each Product, Percent of Premiums and/or Fees

This section provides an analysis of the expense composition of each product. All expenses for each product are included in each table. Each figure
includes a statistical analysis of each expense of that product. Costs are presented on a percent of premiums and/or fees basis. Premiums and fees exclude
those of pharmacy and behavioral health, as do associated expenses. "Comprehensive Total" excludes Medicare Advantage SNP, Stand-Alone Dental,
Stand-Alone Medicare Part D and Host Expenses.

Figure Product Page
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Functional Expenses of Each Product, Percent of Premiums and/or Fees, continued

Figure Product Page

Other
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5-22 Individual 298

5-23 Group......... 300

5-24 1o - SRS 302
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5-26 306
5-27 308
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Tab 6

Expenses of Specialty Services and Other Self-Contained Activities

This section provides an analysis of specialty and other self-contained expenses across products. These activities are Pharmacy and Behavioral Health management. Values
are presented on a per member per month and percent of premium equivalents or premium and/or fees basis.

Normally when calculating ratios, premiums, fees and equivalents exclude pharmacy and behavioral health. For these services they are included. Membership refers to all
members except in the case of pharmacy in which only members covered under those services are used, if available.

Figures Function Page
Pharmacy
6-1&6-2 AMUNISTIAtION. ... o et e e aaae e abe e s aeaaseessesssesesesseeeseeeeeeaeaaaaaaeaaaaaaeaaaaaeaaaaaaaaaaaaans 312
6-3 & 6-4 Gross Benefits 314
6-5 & 6-6 REDATES. ... .ot e e ———————————————————————————————————————————aaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaans 316
6-7 & 6-8 INEE BENETIES. ...ttt e e e e ettt e e e e e e ettt e e e e e e e ett et e e e e eeeattaeaaeeeaaaraaaaeaaans 318
6-9 & 6-10 Combined Total Benefits and Administration....................oooiiiiiiii e 320
Behavioral Health
6-11 & 6-12 Administration.......... 322
6-13 & 6-14 BBNETIES . ... e e e e e ————eeeeeei———eeeee————aaeeeeaa———eaaeeaanraaaaaaan, 324
6-15 & 6-16 1o ] = PSSO 326
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Tab 7

Functional Expenses of Market Segments

This provides an analysis of the functional expenses of all products sold to individuals, groups, and national accounts regardless of the products sold to them. Data is presented on a per member per
month and on a percent of premiums and/or fees basis.

Individual Commercial Health Products exclude any government programs and/or Medicare Supplement (Individual Medigap and National Medigap). Stand Alone Dental and Stand Alone Medicare
Part D are not included with Individual Commercial Health Products. Individuals with HSAs are included here.

The Individual Product is segmented to reflect the Affordable Care Act. The three categories are ACA-compliant “Metal Products” sold through a public exchange, ACA-compliant products sold off of a
public exchange including those sold on a private exchange, and Grandfathered products.

Groups are segmented as follows.
* Small Group business is defined as groups having 2- 50 eligible employees and may include sole-proprietors if the Plan views them as small group business.
* Middle Market business is defined as groups having 51-99 eligible employees.
* Large Group business is defined as groups having 100 or more eligible employees.
* Middle Market + Large Group is defined as groups having 51+ eligible employees.

* National Accounts are defined as Control Plan Accounts for the purposes of this study and should exclude FEP. National Accounts are customers (groups) with 5,000 or
more employees and 10% or greater membership out of the plan’s service area. They may be Insured or ASO/ASC.

® Local ASO/ASC values are calculated based on reported ASO/ASC Totals, less National Accounts that are ASO/ASC.

Figure Market Segment Page

Individual Products
ACA Under 65 - On Public Exchange

71 Per Member Per MoONth. ... e e 332

7-2 P ErCENt Of PramMIUMS . ... e e e e e et e e e 334
ACA Under 65 - Off Public Exchange

7-3 Per Member Per MONth. ... e e 336

7-4 P eI CENt Of PramMIUMS . ... e e e e e e e e et 338
Non-ACA Under 65 - Grandfathered

7-5 Per Member Per MoONth. ... e e 340

7-6 Percent of Premiums 342

Total Individual Products
7-7 Per Member Per MONth. .. ... e e e 344
7-8 (R =T o) Aoy o =Y 001 (00 P 346
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Blue Cross Blue Shield Plans Tab 7. Functional Expenses of Market Segments

Functional Expenses of Market Segments (continued)

Figure Market Segment Page

Insured Groups
Small Groups

7-9 Per MembEr Per MONTN. ... et 348

7-10 PerCENt Of PremiUMS. ... o e e e e 350
Middle Market

7-11 Per MembEr Per MONTN. . ... e et et et e et 352

7-12 PerCENt Of PremiUMS. ... o e e e e 354
Large Groups

7-13 Per Member Per MONTN. . ... e e e e et et 356

7-14 PerCeNnt Of PremiUMS. ... .o e 358
Middle Market + Large Groups

7-15 Per MembEr Per MONTN. . ... e et et et e et 360

7-16 PerCeNnt Of PremiUMS. ... .o e 362

National Accounts

Insured

7-17 Per Member Per MONtN. ... ..o e 364

7-1 LS o= L o) o =Y 0T T 4T 366
ASO/ASC

7-19 Per Member Per MONtN. . ... . e 368

7-20 L o= L o) oY Y P 370
Total National Accounts

7-21 Per Member Per MONtN. ... ..o e 372

7-22 Percent of Premiums @nd FEES. ........uiiiiii e e e 374

Local ASO/ASC
7-23 Per Member Per MONth. ... ..o e e e 376
7-24 L= o1 1 o oYYt 378
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Tab 8

Finance and Accounting Details

This section analyzes a variety of financial management activities, typically at the enterprise level. This includes Stop Loss metrics, which relates to Plan working capital
as well as product design. Other topics include metrics of financial condition and liquidity, value and aging of IS, Faciliites and other assets, non-cash expenses, an
analysis of taxes stemming from health care reform, Strategic Projects, and Per Member Claim Costs that occur Outside of Service Area.

Stop-Loss insurance is often sold to self-insured (ASO/ASC) customers of health plans. Since stop-loss has different economic characteristics than ASO/ASC but they
are often sold together, it can be illuminating to look at stop-loss and ASO/ASC products as though they were combined.

In this section, we report the proportion of ASO/ASC membership that purchases stop-loss coverage and the costs and revenues of the product on a stand-alone basis.
We also report the combined economics of the ASO/ASC plus the stop loss insurance to get a complete view of these complementary products. These analyses are
performed with and without prescription drug and behavioral health benefits, expenses and associated revenues.

Figure Schedule Page
Stop-Loss
8-1 Stop-Loss Sold Members as a Percent of Self-Insured MemMbers. ............cc.iuiiiiiiiii e 383
8-1 (o] o o ET S @ o PP 383
8-1 Self-INSUrEd FEES PIUS StOP-LOSS. ...\ ettt et e e et e e e et e et e e e e e et e et e a e aanes 383
8-1 Self-Insured Premium-Equivalents PIUS StOp-LOSS. .......ccuiuiiiii e 384

Finance and Accounting Metrics

8-2 B QUITY TUIMNOVET . .. . ettt ettt ettt ettt et eens 385
8-2 Operating RELUIN ON EQUILY. ......uie e e e ettt et e e e e e e e e e et e e e e e e e enaneans 385
8-2 Days of ACCOUNES RECEIVADIE. ... ... ot e ettt et et e et e et e e e e e e eanan 385
8-2 Days of Premiums RECEIVADIE. ...........iuiiii e e ettt et e e e e e e e e e et e eaeaans 385
8-2 [0 ¢ T o 4 2= T o TRt 385
8-2 ST O - 4T T PP 385
Days to Close
8-2 1Yo o1 o TR PP 385
8-2 [ IUE: 4 (=] S PP PP PUPRUPRN 385
8-2 == 1 =1 o [ PP RPPPPPN 385
IS, Facilities and Other Asset Values and Age
8-3 IS, Facilities and Other Assets Value, PMPIM. ... e 386
8-3 Average Age in Years of IS, Facilities and Other ASSEtS..........vuiiiiiii e 386
8-3 Non-Cash Expenses of IS, Facilities and Other Assets, PMPM............ooiiiiiii e 387
8-3 Non-Cash Expenses of IS, Facilities and Other Assets as a Percent of Total Function Administrative Expenses............ 387
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Blue Cross Blue Shield Plans Tab 8. Finance and Accounting Details

Finance and Accounting Details (continued)

Figure Schedule Page

Strategic Projects

84 L) foT g =T (10 RS2 (=Y o £ SRS 388

84 (@ 1= U o e (o] o ISP PUPPPPPRRRRIOt 388

84 I ] €= 1l VT o Tt i o) o TP PO PPPPPP 388

8-4 Capitalized StrategiC ProjeCt Value, All YEAIS. .......cooi ittt st e st e ettt e e s tee e e sneeeesnteesneeeesnaeeesnnaeeeanneeeannneeean 388

8-4 Current Year Amortization of All Years Capitalized Project ValUe...........cooiuiiiiiiieiiiie e 388
ACA-Related Taxes and Fees

8-5 Comparative Effectiveness Research FEES (CERF).........ooi it enee e 389

8-5 TransitioNal REINSUMANCE FEE............uuiiiiiiieeeee ettt e et e e e e e et e e e e e e e e et eeeeeeeeaasaeeaeeeesasaseaaaeasanssseeeeas 389

8-5 IS Qe [y (o L= Y S 389

8-5 EXCRANGE USEI FEE......eoieeie ettt ettt e et e et e e et e e nte e e e st e e e eaeeeenseeeeameneeanneeeanneeenaneeeennreneennee 389

8-5 Annual Fee on Health Insurers 389

8-5 Total ACA-Related Taxes and Fees 389
Per Member Claim Costs, Outside of Service Area

8-6 BlueCard HOme and CUSIOM Par FEES.........cooiiiiiiie ettt e ettt e e e e et e e e e e e et a e e e s e b aeeeeeeasnssaeaaeeaanannes 390
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Tab 9

Information Systems, Allocated by Supported Functional Areas

Information Systems are part of health insurers end-to-end production chain for Claims, Customer Services and other functions. This section provides an analysis of
functional expenses, allocating Information Systems expense to the functional areas that it supports. These allocations are then analyzed to determine the impact on
each functional area, how it varies between functional areas and the importance of staffing costs relative to the reallocated expenses.

The expenses included in this analysis has applications that can be traced to specific functional areas.

This analysis is based on Comprehensive Total data. Revenues are defined as premiums and self-funded fees. Premiums and fees exclude those of pharmacy and
behavioral health, as do associated expenses. "Loaded" means that the information systems allocations have been added to the reported functional area costs.

Figure Schedule Page
Information Systems Applications Allocations
91 Applications Information Systems Dollar Allocations, PMPM. ... 392
9-2 Applications IS Dollar Allocations as a Percent of Revenue..............cccooviiiiiiiiiiiiiiiceeees 393
9-3 Percent of Applications IS Costs Allocated to Each Functional Area................cococeeviiiiiiiinnn... 394
9-4 Applications IS Loaded Functional Area Expenses PMPM.............ccoiiiiiiiiiiiiiiiiicceeeeeeeas 395
9-5 Applications IS Costs as a Percent of Loaded Functional Area Costs.............ccoeviiiiiiiiiiinninnnn, 396
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Tab 10
Participant Characteristics
This section provides a profile of the respondents to this edition of the Benchmarking Study. We summarize membership, product mix, groups served, revenues, medical

expenses, profit margin and other key attributes. In addition, characteristics of market segments (e.g., Individual, Small Group, etc.) are also provided. Changes are year-over-
year.

Figure Characteristic Page
Membership
10-1 Member Months - Individual @and Group (000S)........c.ceurueerirerierieerie et e esee st e seee e e seeesteesneeesneeeneeeneeesneeenseeeneees 399
10-2 Average Members - Individual and Group (000S).........eeeueererereereerieereeseeeseeseeseeeseeesneeesneeaeeesreeeneeenseesneeenneeans 400
10-3 Average Members - INAIVIAUAI (000S)......ccuueeriereieeiieeseeeeeseesteesee et e e esaeeeseeeseeesneeenaeeanaeesseeseesneeenaeeanseesneeenseenns 401
10-4 Average Members - Group (000s)....... 402
10-5 Change in Average Membership...........cccecceeveennen. 403
10-6 Member Months Outside of Service Area (000s)........ 404
10-7 Average Members Outside of Service Area (000s).... 405
10-8 Mix - Product Membership as a Percent of Comprehensive Total Membership..........cccooovvviiiiiiene e 406
10-9 Mix - Individual Membership as Percent of Total Product Membership..........ccooveieeiiineeeese e 407
10-10 Mix - Group Membership as Percent of Total Product Membership...........ccccoerrriieniiece e 408
10-11 Mix - Membership Outside of Service Area as Percent of Total Product Membership.........ccccccoeviiiiieniieneee. 409
10-12 Average NUMDEr Of GrOUPS SEIVEQ.........ooiiiiiieie ettt ettt et e s e e sae e et esneeesaesneeesaeeenseeaneeenseean 410
10-13 Average Group Size (Member Months / Groups MONhS).........ccoiiiiiioc e e 411
10-14 Change in Average NUMber of GroUPS SEIVEQ.........cooiiiiieiiieie et e e e seeesneeeneesneees 412
Revenues
10-15 Premiums and/or Self Funded Fees (000,000S)......cc.couirriiiaieiieeseeeiee e eseeeseeeseeesseesneeesseesneeesneeensesnseesneeaseesnees 413
10-16 Premiums and/or Premium Equivalents (000,000S).........cccccceerieenerrreeerneene 414
10-17 Premiums and/or Self Funded Fees (Excluding Rx and B.H.) (000,000s)......... 415
10-18 Premiums and/or Premium Equivalents (Excluding Rx and B.H.) (000,000S)..........cccvererrieenereieenereeee e 416
10-19 Premiums and/or Self Funded FEES, PIMPIM............couiiiiiiiieeee ettt ettt e e e tae e e eat e e e eanaeeannaaeas 417
10-20 Premiums and/or Premium EQUIValents, PMPM............oo ettt s sneeenneenns 418
10-21 Premiums and/or Self Funded Fees PMPM (Excluding Rx and B.H.)........cccooiriiiiii e, 419
10-22 Premiums and/or Premium Equivalents PMPM (Excluding Rx and B.H.)........coooiiiiiiiiiie e 420
10-23 Change in Premiums/Self FUNAEA FEES.......oouii ettt ene e e e s e e nneeeneees 421
10-24 Mix - Premiums and Self-Funded Fees as a Percent of Overall Total Premiums and Self-Funded Fees.............. 422
10-25 Mix - Premiums and Premium Equivalents as a Percent of Overall Total Prem. and Prem. Equivalents............... 423
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Blue Cross Blue Shield Plans Tab 10. Participant Characteristics

Participant Characteristics (continued)

Figure Characteristic Page

Health Care Costs

10-26 Health and Other Benefit COStS, PIMIPIVL...........ooo ettt e et e e e et e e e eaae e e eaeaeeenreaean 424
10-27 Health and Other Benefit Costs, PMPM (Excluding Rx and B.H.)..........coouiiiiiiiiiiie e 425
10-28 Health Benefits Ratio (Benefits / Premiums & Premium EQUIValeNts)...........cccoeiiiiiiiiiii i 426
10-29 Health Benefits Ratio (Benefits / Premiums & Premium Equivalents) (Excluding Rx and B.H.)..........c..ccceeveennen. 427
10-30 Change in Health and Other Benefit Costs (Excluding Rx and B.H.)......c..cccceeiiiiiiiiiiee e 428

Administrative Expenses

10-31 AdmINIStrative COStS PIVIPIM ...ttt ettt e et e e et e e e eat e e e aa e e e ssaeeeeaeeeasseeessseeeansanesanseaeas 429
10-32 Administrative Costs PMPM (Excluding RX and B.H.).....c..oooiiiiioeeee e 430
10-33 Administrative Expense Ratio (Premium and/or FEES) .......ccuiiiiiiiiiiieeeecee et 431
10-34 Administrative Expense Ratio (Premiums and/or Fees) (Excluding Rx and B.H.)........cccceriiiiiiiinieene e, 432
10-35 Administrative Expense Ratio (Premium EQUIVaIENTS) ........ooiiiiiiiiii e 433
10-36 Administrative Expense Ratio (Premium Equivalents) (Excluding Rxand B.H.)......cccooovriieiiiiiiieeeeen 434
Profit
10-37 Operating Earnings PMPIM........ .ottt ettt et et e s mee e st e snteesaeeenseesneeeaeeenseeaneeenseesnseenneennnens 435
10-38 (@7 01T =TT To 1Y, =T o 1 o OSSPSR 436
Characteristics by Segment
10-39 ACA Under 65 - On PUDIIC EXChANGE........c.oiiieiieeeeeese ettt s e e enee e sneeenneeennee s 437
10-40 ACA Under 65 - Off PUDIIC EXChANGE.......couiiiiieiieeeeee ettt ettt e e e e e e sneeenneesnneennee s 438
10-41 Non-ACA Under 65 - GrandfatN@red.............oooouiiiiiiiee ettt e et e e et e e s eare e s ae e e e eabeeeaenseaeannns 439
10-42 TOAI INAIVIAUAL. ..ot e e e e ettt e e et e e e e te e e e e ateeeeeaseee e sseeeasseesanseeeaasseeeesseeessneasannnaeeas 440
10-43 ST E= | 0T OSSPSR 441
10-44 Middle Market..... 442
10-45 Large Groups.......cccoeeeeveeenueens 443
10-46 Middle Market + Large Group.... 444
10-47 National ACCOUNES, INSUIEM. ........c.uiiiieiei ettt et e et e e et e e e ebe e e e eateeesasseeeesbeeaasaeesanseeeensseeesnneaeannees 445
10-48 National ACCOUNES, ASO/ASC ... ittt e et e e ettt e e ettt e e e te e e e e aseeeeesseeeaasseaeasseeeeasaeasseeeansseesansaneaanneeeaas 446
10-49 National ACCOUNES, TOLAI........uiiiiiiii et e e e et e e et e e e e ae e e e easeeeeeaeeeeaseeeeasseeesesseeeesneeeanneeas 447
10-50 (o Yoz 1 NS @ 1N ST 448
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