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A digression and a thought experiment

What would happen if we applied the health benefit
financing model to retirement savings programs?
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The twist — equal distribution regardless
of individual investment

Investment amount
$ low

Investment amount
$ moderate

Investment amount
$  high
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Consider implications on future behavior

« What is your reaction to this financing model?
Who gains form this approach? Who loses?

What behaviors would you expect to see take place as a result
of this plan?

Who would invest? How much?
How much attention would be paid to individual investments?
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CDHC - connecting financing to health
care decisions works!

5-10%
* 6.5% decrease in pharmacy costs? fewer ER

* 11% decline in overall prescriptions? visits3
* 13% increase in overall generic utilization?
» 31% increase in the use of pill-splitting?
* 100% increase in the use of mail order

pharmacy services? . 12% fewer
inpatient
admissions?
36% increase in * 30% fewer
members taking inpatient
annual preventive hospital days?®
exams?®

Source:
1 Aetna CDH book of business. ? UnitedHealth book of business. 2007 Health Spring Meeting, Session 89: CDHP Experience Update.
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However, the impact to health status is

less evident
U.S. Adult Population

60 :
= 20 _— : - |nactive
8 : - Obese
§ 20 | — Smokers
O [ é I |
1995 2000 2003 2006
i Year
il CDHC introduced

While CDHC has impacted individual health care decisions,
it does not appear to have much impact on the individual
health behaviors that drive increased medical costs.

Source:
Centers for Disease Control and Prevention, National Center for Health Statistics.
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And, efforts to engage aren’t having the
desired effect (a “sickly response”)

* 4% of smoking employees participated in employer-sponsored
smoking cessation programs

* 5% of overweight employees joined workplace weight control
programs

* 10% of employees with chronic conditions participated in
employer-promoted disease management programs

Source:
Survey Findings: Two Roads Diverged: Hewitt's Annual Health Care Survey 2008.



W t-'.b:rii

||_|.. 1L

THE DISCONNECT

BETWEEN BEHAVIORS
AND FINANCING
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50% of healthcare costs are attributable
to individual behaviors

Total Modifiable behaviors account for
HOtaIlth over $85 billion in health care spend
eaithcare for Fortune 500 employers

Costs

Specifically, behaviors related to:
$8,000 Y Excess over . ghysii(_cal activity

| “normal”, driven Nmto_t_lng
by modifiable . Mlécgli(lglncompliance

$4,000 [uEE— J behaviors e Alcohol use

e Stress

$0

2008
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The problem will only get worse

$17,000 \
Today’s
8% Year-Over- behaviors These costs
Total Year Increase } will drive this are entirely
Healthcare portion of preventable.
Costs costs
) tomorrow.
$4,000
$0

2008 2018
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A digression and a thought experiment

What would happen if we applied the health benefit
financing model to financing home owner insurance?
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FINANCING — MOVING
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Consumerism’s next phase

Defined Contribution / Exit Strategy?

Behavior-Based Financing ‘

Connects financing to individual
behaviors and health engagement

Consumer-Driven Plans
Indemnity Plans Reconnected financing through deductibles
Connected financing and point-of-sale decision-making
through deductible

Managed Care Plans
Disconnected financing

1950s 1980s 2000 Today 20(?7)

Level of Consumer Ownership

Time Line
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Components needed to move to
behavior-based financing

* First, we need a behavior-based financing framework in which
the individual consumer’s share of health care costs depends on

whether they engage in their health

e Second, because we are asking people to take more
responsibility in their health, we need to make it easy for

individuals to engage
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ESTABLISH A BEHAVIOR-
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The current system treats
employees unfairly

Regardless of behavior,
everyone pays equally

Under current system... _ _ !
for increasing premiums.

'\
Increase -
Typically these increases are Highly
Employee Engaged
dollars absorbed by employers or ——
Employee >, passed on through premium 69
dollars increases or plan design
Increase changes. But nelt_her option Moderately
addresses the_prlmary Engaged
cause - behaviors. —
This system does not treat 99

individuals fairly.

\ ‘ Unengaged
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A more equitable, effective system aligns
financing with behaviors

Premiums are distributed

Behavior-based financing :
N Indor more fairly based on
ifcrease | (C-TENt SYSIEM... breaks the pattern.. individual behavior.
Increase Highly
Employee Engaged
Increase dollars 6
Employee But instead
dollars of absorbing
Increase yearly Moderately
increases, Engaged

expected

costs are 6 9

pooled into
‘ Unengaged

000

Investment
account
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Solution — transform financing to
pay for health

Identify Appropriate
Velol g Cost Share
portion Is M Base Investment  Health Investment = Employee
contingent $12,000 -

Employer Health
on employee $10,000- Invgstz]ent:
engaging — “Pay for Health”

> .
: : 8,000 -
with their % $ 1E'he IOppo;tunlty
= ] mpiloyer base
Personal = $6,000 !-‘Iee?lthySpe_nd’i
HealthMapS'V' 8 $4.000 - Pay for Sick
$2,000
$0 -
2008 2009 2010 2011 2012 2013

Year

Notes:
10,000 employees; $8,000 total health spend (2008); 80% / 20% current contribution split; 8% trend.
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Incentive approach aligns rewards to
achieve outcomes

L [

% II. “Get Going™

0 Education Action and Behavior Change

N Participants Complete Participants Engage in

o All Three: Health Programs:

= Health Screening Preventive Care

<

L Health Assessment Health Programs

Online Profile

-

Z .. Programs:
<
N PTEVETIVE:  $300 / $75
> Per QTR
— < L
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Comparison of monthly contribution
Impact to consumers

Contribution Impact Contribution Impact
Without Behavior-Based With Behavior-Based
Financing Financing
$200 - $200 - With
behavior-based
financing,
=) 150 - = $150 engaged
Q $ $157 o $ $157 consumers earn
o o ' '
| o .
5 7 S Increases.
- 5
2 2
= =
S $50 - S $50 -
O O
$0 T 1 $O |
Year 1 Year 2 Year 2 Year 2 Year 2

Without Engaged Unengaged

Notes:
10,000 employees; $8,000 total health spend (2008); 80% / 20% current contribution split;
8% trend; first-year health budget increase of 8%; 5% first-year base health spend allowance.
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RedBrick Health solution rewards
employees more equitably

Employee 5-Year Composite
Cost Analysis

With Behavior-Based Financing - Unengaged

=8—\Vith Behavior-Based Financing - Engaged

$3,300 -
——-- Mary

o $2,800 - —-
& ””¢
& $2,300 A P Ly Sue
2 "
O $1,800 -

$1,300 ! !

2008 2009 2010 2011 2012 2013
Year

Notes:
3,741 employees; $7,752 total health spend (2008); 75% / 25% current contribution split; 5% trend
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STEP 2:

MAKE IT EASY TO ENGAGE




BEHAVIOR-BASED FINANCING I REDBrICKHEALTH"

Making it easy for individuals to engage

Take action to Track progress
maintain and and receive
improve health rewards
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Approach designed to best meet

Take action to\\ Track progress

|

|

|

. . \ . :
maintain and and receive :
improve healtr/ rewards |
|

|

* Web-based programs
» Hybrid programs

B o e e e e e e e e e e e e mmm M e M Smm M e e mmm M e e mmm M e e mmm M e e Smm M e e mmm M e e mmm M e e mmm M e e S e e e e e

>_ Health Library I
— “Lan jou heip e | s i ol Wl S 4 1 B, B I

m - o . ¥ 1‘ ::'-I i a desror™ (BEREEEE BN PISIRRAEY U T IR D BRETE oF & Epeie romaten O I
L] . — | !
> o ra— I__:__ :::i 3 Health Topics At Z |
1 e S :
T |
) |
|

| * Biometric screening  Personal HealthMapsSM  « SAFeSM :
Ly Health Risk Assessment e Lifestyle behavior * Record keeping :
| &3 e Profile change phone coaching «Incentive fulfilment |
! E * Disease management :

I
i (L}J) phone coaching :
! l

|Consumer <y ) Consumer Health
el 201 E21 =T Advocacy 1821z, Content
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Prepared for: Alice

Personal HealthVMap

SAL

As of: Apal 15, 2009

My Health Score

My Total My Health Rating:
Health Potential

Score: Score: .

465 800 Poor

$55 Earn Money for Participating

Ve eam enrn meearres foe purrsipaeng o ety
actmites

Here Is What You've Earned or Can Earn

E’ Copgnmatea:! Tou eursed FH0 for promiday vous
Besemenre Healrth Seceenmp (o fremason

M Congrmlition:! You sacned $500 for complrtng rou
Perussal Prafile smd o Meal Assesomesr Ouesssnace,

My Recommended Care
Te're ideanfied the folowing healty omserma:
Draletes

Orrermreghe

Get Your Preventive Care
Gattop our partratry gaov i3 an ampartast part of bettes
hearh Dusenss these recommended prevencme care e and
wzams wish Tows dootos 3f TouS anEt Appas st

* Pap Senear end Cloneesl Bressr Baam

= Ale Test, Too Tiooes per Year

+ Eye Emum (Dushess Ressal)

= Anmal Unine Proteas Check

Contact a RedBrick Health Advocate to Get Started

What does my score tell me?

Vizeae Mealth Seacw 12 donated froes the kniTec Toa
e oa rour Health Asserument Craevnonnare. Liose
proins: mexnd betes Bealth Th Proses! Muabilie
will betlp Tow improTe Tow 1eo0e

My Health 5creening Results

The semins themn hece bee based on the health seneeanp
nmh:“nmdnjmgli.m.

Hormal

Metric Range « My Value At Risk?
Bety hina: Index (BAM, <% 35 Yea
Eload Poerrue <120 / 80 120 /78 Na
Bload Sugue (Glnsose) <100 118 Yes
Tl Chalrsomal = al el s

Good Chalestesal (HDL) »=40 50 e

Bad Chalrsmsal (LDL <100 110 Yz

Bavo of Goodto Tomd <38 42 Wes
Tagoesds <150 140 He

My Health Programs
The progrum(y) below we paed for by voar emplorer and
sai kelp vou 1o by bealdees Tl us to lrarm macar,

Balancing Life with Diabetes [ Mot enrolled.
A Health €oach vl wods wuth vou orer the phoae to help roa
masape Trpe [ or Trpe I dabeies

Healthy Lifestyles, Healthy Weight [ Mot enrolled.
A Health €oach vl wodk wuths vou orer the phoae to help roua
lose weighat 3od beep toe meght 28

10,000 Steps® TIHot enmlled.
Joim dhe 10,000 Seeps peograsn amd peeerre § pedometes w
ImeAswDe eTery step vou ke, If's 3 fon and easy waT o mereae
wous phrrisal actrsit and SapeeTe Towr heakih,

Perronal HeslbMias iy a tool fo bedd

If you have guestions of want to learn moce, call RedBrck Health _ou mangye your Sealrh. It rhosiel ner

at (B77) 445-9355, Monday—Friday, 8:00am—9:00pm ET, or sign in
to our web site at wwwredbrickhealth com 24 houss a day.

0,00 Smpe 1w regsiemed fnademah of Haulb Parinors, e

r;.":.‘.f Sy cary pr rmw.uia:bu;_‘.ur
Secrar poeaades.
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Early results of behavior-based financing

Target Engagement Actual Engagement

S 100% c 0

o S 100%

3 5

% 80% 75% 2 80%

= I 67%

cU |-

o 60% 50% S 60% 7%

o 50% @ 43%

3> A0% > 40%

g 30% rey

5 20% L% 20%

- u Industry

(@]

o\o 0% - I Q 0% T T
> 2] o o () )
€ o £ = = =
S g 5 S S
Sa o o a >
) o A a

Notes:
Actual engagement represents year-to-date book-of-business results through July 2008.
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