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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,
comparisons with other Sherlock Company reports 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 or self-funded fees. Premiums and fees exclude those of pharmacy
and behavioral health, as do their associated expenses.

Sherlock Benchmark values are provided in a slightly different form in Plan Management Navigator and figures in this tab faciliate their comparison.

Also, administrative cost growth is analyzed for health plans that participated in both this and the prior year.
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Independent / Provider-Sponsored Plans Tab 2. Summary Analyses

Summary Analyses, Continued

Figure Analysis Page
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2-14 Pharmacy and Behavioral Health........... ..o 22
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Tab 3

Functional Expenses, Across Products

This section provides an analysis of specific functional expenses across product lines. Values are presented to account for whether services are provided internally or outsourced.
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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Independent / Provider-Sponsored Plans Tab 3. Functional Expenses, Across Products

Functional Expenses, Across Products, continued

Functional Area Page
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3. ACKUAIMIAL. ... ettt e et e e et e et e e et eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeeeaaaeaaesatsssssssssnssnssssssssnsnsssnnssssssnssnnnnnnnnn 142
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Independent / Provider-Sponsored Plans Tab 3. Functional Expenses, Across Products

Functional Expenses, Across Products, continued

Functional Area Page

Corporate Services Cluster, continued

15. Corporate EXECULIVE & GOVEIMANCE..........eieiiieeeiiieeieieeeeiee e et e st e s sae e e s e e e steeesnteeeeanseeeaneeeanseeeennseeeanseeesnneeeens 174
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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 section includes a statistical analysis of product expenses.

Figure Product Page
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4-6 Commercial Total, INSUIEA.............oiiiieee et e et e e e e e et e e e et e e e e e e enanaanens 196
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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 expenses. 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.

Figure Product Page
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5-2 F I o o o [¥ o £ TSR P PP U P PSR PP PRUUTI 222
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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 net or total expenses across products. These activities are Pharmacy, Behavioral Health and COB and Subrogation.
Values are presented on a per member per month and percent of premiums or premiums equivalent basis. (Pharmacy and Behavioral Health are excluded from the total expenses found in
Tabs 3-5.)

In calculating ratios, premiums and equivalents exclude pharmacy and behavioral health, except they are respectively included for pharmacy and behavioral health functions. Membership
refers to all members except in the case of pharmacy and behavioral health, in which only pharmacy and behavioral health members, respectively, are used if available.

Healthcare Recoveries contains a more detailed analysis of COB and Subrogation and Fraud, Waste and Abuse recoveries included in Tabs 3-5.

COVID Expenses captures those expenses incurred in 2020 stemming from the COVID-19 pandemic. These expenses are also included with expenses reported in the main administration
schedule. While reported by function, examples of such expenses are menber care packages, advertising and member communications, care management expansion and education,
enhanced cleaning and facility updates for safety, additional staffing, including a 50% salary premium for hazard pay, information systems services and equipment costs related to work from
home, extension of helpdesk vendors, telehealth change costs, COVID testing, and others.

The Digital Readiness schedule is intended to capture "digital readiness" spend. Digital readiness is defined as the ability of members, providers, employees, vendors and other parties to
use technological solutions to engage with the health plan. These expenses are also included with expenses reported in the main administration schedule. Examples include provider and
member portal adoption, electronic claims submission adoption, use of electronic invoices and payments, advertising and member and provider materials to promote digital readiness.

Figures Function Page
Pharmacy
6-1 & 6-2 N g a1 YIS (= 11T o TN 254
6-3 & 6-4 Gross Benefits.... 256
6-5 & 6-6 Rebates..............coeee. 258
6-7 & 6-8 Total Pharmacy Costs 260
6-9 Percentage of Plans that Outsource Formulary Management.............occoviiieiiieesiee e 262
Behavioral Health
6-10 & 6-11 e g a1 YIS 1= 11T o TN 264
6-12 & 6-13 LT LY 11 USSR 266
6-14 & 6-15 Total Behavioral Health COSES..........coooiiiiiiii e ssrs s ssa e e e e e eeeeeeeeeeeeeees 268
Healthcare Recoveries
6-16 & 6-17 COB and SUbrogation RECOVETIES. ........cciuiiiiiiieeiiiie ettt et ae e e st e e st e e e s nteeeaneeeesnseeennneeesnneeeenneees 270
6-18 & 6-19 Fraud, Waste and ADUSE RECOVEIIES...........ccoooiiiiiiee oottt sasssseseeennnnnnees 272
COVID Expenses
6-20 Per Member Per MONTN. ... ... aee s ee s e see s e e eeeeeeee e e e e e e eeeeeeeeeeeeeeeeeeeeeaeeaaeeaeeeaneen, 274
6-21 Percent of Premiums and Premium EQUIVAIENTS.............ooiiiiiiiiiie e 276
6-22 Percent of Total Function Administrative EXPENSES.........cocuiiiiiiiiiiie e 278
Digital Readiness
6-23 B €= 1IRS T oY= o 2021 0 I o SRR 278
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Tab 7

Supplemental Schedules

Costs Charged by Parent Organization reports the size and scope of costs that are charged to the health plan from its parent organization (e.g. legal services, accounting, etc.). It can
also provide a gauge of the reasonableness of such services, though it should be understood that this application is limited since the precise nature of the services for which the parent
bills is unknown.

Depreciation and Amortization reports the size and scope of depreciation and amortization expenses. The non-cash expenses of depreciation and amortization are included in the
functions that they support in the main schedule of the administrative expense survey form. In this schedule, only depreciation and amortization expenses are included in each functional
area.

Strategic Project Expenses reports the size and scope of those expenses that are considered by your plan to be part of strategic projects. Expenses are reported by functional area.
“Strategic” here is intentionally vague, as the purpose of this schedule is to allow plans to compare the amount of expenses that they consider strategic with other plans.

Individual Expenses reports those expenses that are for Individual contracts only. This includes ACA compliant members on and off exchange and grandfathered, non-ACA compliant
members. Expenses are reported by functional area.

Market Segments reports various metrics for Individual, Small, Middle, Middle/Large and Large groups.

In all schedules, revenues are defined as premiums and fees excluding pharmacy and behavioral health.

Figure Schedule Page

Costs Charged by Parent Organization

7-1 Per Member Per MoNnth. ... ... e, 283
7-2 Percent of Premiums and FEES............oiiiii e 285
7-3 Percent of Total Function Administrative EXPENSES. .........iuiuiiniiiiii e 287
Depreciation and Amortization
7-4 Per Member Per MoNnth. .. .. ..o e, 289
7-5 Percent of Premiums and FEES............oiiiii e 291
7-6 Percent of Total Function Administrative EXPENSES. ..........iuiiiiiiiiii e 293
Individual Expenses - Under 65
Per Member Per Month
7-7 O PP 295
7-8 NON A C A e 297
7-9 Total INAIVIAUAL. ... ... e e e e e e e 299
Group, PMPM
7-10 SNl .o 301
7-11 MIAAIE MArKEL. ... .ot e e e et e et et 303
7-12 [ (o PR 305
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Independent / Provider-Sponsored Plans Tab 7. Supplemental Schedules

Supplemental Schedules, Continued

Figure Schedule Page

Individual Expenses - Under 65
Percent of Premiums

7-14 O PP 309
7-15 [N 0T @ L PPN 311
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Group, Percent of Premiums
7-17 SNl . 315
7-18 MiIAAIE MArKET. ... e e e e e e e e aaas 317
7-19 LI g e 319
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Market Segments Additional Data
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7-22 REVENUES. ... e e e e e s 324
7-23 Commissions EXPENSES, PMPIM. ... ...t e 325
7-24 Commissions Expenses, Percent of REVENUE..............iiiuiiiiii e, 327
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Tab 8

Finance and Accounting Details

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, aging of Property,
Plant and Equipment, non-cash expenses, capitalization vs. expense of strategic projects and an analysis of taxes stemming from health care reform.

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.

This section also includes metrics of financial efficiency, financial strength, capital intensity, amortization policies, strategic projects and ACA taxes and fees.

Figure Schedule Page
Stop-Loss
81 Stop-Loss Sold Members as a Percent of Self-Insured Members.............coooiiiiiiiiiiiiee 331
81 SHOP-L0SS ONlY ..o e 331
8-2 Self-INSUred FEES PIUS StOP-LOSS. .. .. iuiiiiiiie ettt 331
8-2 Self-Insured Premium-Equivalents Plus Stop-LOSS...........coiuiiiiiiiiiii e 332

Finance and Accounting Metrics

8-3 LT LU T2 I T4 o Y=Y 333
8-3 Operating RetUrn ON EQUILY......c.ii e e 333
8-3 Days of ACCOUNES RECEIVADIE. ... ... e 333
8-3 Days of Premiums RECEIVADIE. ... ... . e 333
8-3 CUITENE RaALIO. ...t e e e e e e e, 333
8-3 L= O 1o P 333
8-3 DAYS 10 ClOSE. ...ttt ettt 333
8-3 Percentage of Plans That Are Provider Affilated......... ... 333
Property, Plant and Equipment
8-4 Property, Plant and Equipment Value, PMPM. ... ... e 334
8-4 NON-Cash EXPENSES, PIMPIM . . ... .. e e e et e e e eeneans 334
8-4 Non-Cash Expenses as a Percent of Total Function Administrative Expenses..............ccocoooviiiiiiiiiinennn. 334
8-4 Average Age in Years of Property, Plant and EQUIPMENt.. ..o 334
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Independent / Provider-Sponsored Plans Tab 8. Finance and Accounting Details

Finance and Accounting Details, Continued

Figure Schedule Page

Information Systems Strategic Projects - Capitalized vs. Expensed

8-5 Per Member Per MoNnth. .. .. ..o e e 335

8-6 PEIrCENt Of PrOJECES . ... it 336
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Tab 9

Information Systems, Allocated by Supported Functional Areas

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 first analysis, "Information Systems Allocations," includes all IS expenses such as infrastructure and software. The second analysis is only for 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
mental health, as do associated expenses. "Loaded" means that the information systems allocations have been added to the reported functional area costs.

Figure Schedule Page
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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.
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Participant Characteristics, Continued

Figure Schedule Page
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