The wild and fast pace world of stop loss and large claims
Jon Forster, ASA, MAAA

Agenda:

e Stop Loss Basics & Products

* Major Drivers of Large Claims
* Cell and Gene therapy pipeline

* Where is the stop loss market
going?

New tools available.




Fully Insured

With a fully insured plan, the employer pays a per-employee premium to an insurance company, and the
Insurance company assumes the risk for providing health coverage for the insured. Smaller employer
groups often offer fully insured plans.




Self-funded
SeLF~FUNDED INSURANCE

With a self-funded plan, instead of purchasing health insurance from an insurance company and paying the
insurer a per-employee premium, the employer acts as its own insurer.

The employer uses the money that it would have paid to the insurance company and instead pays health
care claims directly to the provider. Therefore, an employer provides health benefits with its own funds.

Self-funded plans often contract with an insurance company or a third party (TPA) to administer the plan.

Employer bears the risk associated with offering health benefits.

Third Party Administrators provide claims adjudication, access to preferred provider networks, prescription
drug programs, utilization review and the stop loss insurance market.



Advantages of Self-Funding
 ADVANTAGES

JUST AHEAD

= QOpportunity to Save Money - if your group has better than average claims experience, you benefit by
keeping the money rather than paying it out as premium

= Improved cash flow - employer retains control over health plan reserves.

= Reduction of premium tax - premiums taxable in majority of states at 2.3%, only excess stop loss
coverage premium is taxable. This provides immediate savings to employers.

= Elimination of Carrier profit margins - the majority of risk charges and profit margins are eliminated.
Under a fully insured plan these represent a significant amount of your premium dollar.

= Control /flexibility of plan design - employer may adjust almost any portion of the plan document for
company’s specific needs.



Disadvantages of Self-Funding DISADVANTAGES

Assumption of Risk-Employers- assume the risk of claims, though this risk can be managed with the
purchase of the appropriate stop loss policy.

Budgeting Difficulty- difficult to budget because claims are not incurred month-to-month at equal levels.

Provision of Services- the employer must provide all services an insurance carrier normally provides.

Planholder Risk Planholder assumes risk of all Claims Provide SL and ASL coverage if any claims

exceed in excess of the stop loss amount are
not the Plan holder's responsibility

Budgeting Difficulty Claims may be different month to month Provide claims estimate and monthly budgeting
features
Provision of Services Employer’s Plan must provide all Select HPI as your quality administrator to

services of an insurance carrier professionally administer all claims.



What is stop loss?

Stop Loss insurance is coverage for businesses that self-fund, or self-insure, their own employee health
benefit plans.

= Rather than paying premiums to an insurance company to cover health care expenses for employees,
self-insured employers pay their employees’ health claims and contract with companies to administer the
health plan for their employee(s).

= Stop Loss insurance protects against catastrophic claims incurred by a single individual.

= Stop Loss insurance also protects against higher than expected claim utilization under the employers
plan of insurance.



Individual stop loss (ISL)

Also known as:

» “Specific Stop Loss”
» “Spec”
» “Excess Stop Loss”

ISL is the form of excess risk coverage that
provides protection for the employer against a
high claim on any one individual.

Protection against abnormal severity of a
single claim rather than abnormal frequency of
claims in total.

Coverage can include Medical only or Medical
and Prescription Drug claims.
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Aggregate stop loss (ASL)
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Lasering

Excluding individuals or setting a unique, higher pooling level or contract type for individuals who are
expected to have large claims, increasing employer liability.

Three Types of Lasers
» Deductible (sets higher deductible for an individual)
» Contract (restricts contract terms for the individual)
» Conditional (sets higher deductible for an individual if a condition occurs)




No New Laser / Rate caps

« Rate Caps are common in the industry, but are gradually being phased out as the
Industry firms up with higher losses.

« Rate Caps typically range from 40% to 50% as industry standard, but we are now
seeing up to 70%. These caps are guaranteeing that the maximum renewal increase
(with no change in contract or deductible) is X%.

« Rate Caps are typically used in conjunction with the No New Laser provision. When
used together, your renewal options for pricing become very restricted.



Experience refund rider

* The Experience Refund Rider can be sold on the ISL Policy.
 You would want a minimum in premium to consider offering the Refund Rider.

» Approximately 180 days after the end of the Policy Year (allowing for claims to run-out),
the experience refund will be calculated.

* If the sum of specific stop loss claim reimbursements paid, divided by net premium for the
Policy Period is less than XX% - usually 60% to 65%), then XX%** of the surplus will be
returned to the Policyholder as an experience refund.

« **Surplus payable is X% of “Net Profit”.



Reference based pricing

» Reference based pricing (RBP) is a model where claims are paid based on an established
benchmark, typically a percent of Medicare.

* Some vendors to administer RBP: AMPs, Fairos, 6 degrees, & Veritas Allies

* Main assumption is understanding what % of claims will fall out of the RBP pricing. Typically
there are negotiations with certain health systems.
* Main variances in cost:
* Location

* Vendor
* Type of facility



High Claims : 2021 Sun Life annual report info

Sun
Life Financial

Source: 2021 Sun Life Stop-Loss Research Report | Sun Life U.S.



https://www.sunlife.com/us/en/about/insights-and-events/2021-stop-loss-research-report-high-cost-claims-and-injectable-drug-trends-analysis/

Top 20 High- Cost Claim Conditions

Sun Life uses CCSR (Clinical Classification Software Refined)
Per Sun Life 38% in top 3 and 70% of claims in top 10 conditions

Rank | Ramk Rembursements | Remmbursemes
ENEN

Malignant Neoplasm $294.9M $1.038

Leukemia, Lymphoma, Multiple Myeloma ST7.0M S4431M
3 Cardiovascular $102.3M $380.4M
4 4  Orthopedics™usculoskelstal S89.6M $297.5M
5 Newborm/infant Care 582.3M $287.0M
6 &  Respiratory $65.0M 52341M
11 7 Urinary/Renal S57.5M 4222.6M
9 8  Neurlogcal $61.2M 5210.7M
10 9  Gastromtestinal/Abdominal $59.3M $200.9M
7 10 | Sepsis 564.2M 5182 4M
13 11 Congenital Anomaly {structural) S41.9M $172.0M

Physician Treatment S47IM S51431M
Transplant 526.7M 127.8M
Cerebrovascular S20.8M 598.7M

Hemophilia/Bleeding S28.4M S06.3M
Immune System S21.2M S87.5M

Mental and Behavioral Health S28.5M SETIM
Malnutrition 5231M L79.8M
COVID-19 LE1.5M L75.4M

Blood and Blood Forming Organs $12.6M 572.0M

Source: 2021 Sun Life Stop-Loss Research Report | Sun Life U.S.



https://www.sunlife.com/us/en/about/insights-and-events/2021-stop-loss-research-report-high-cost-claims-and-injectable-drug-trends-analysis/

Cost ranges and medical vs. Rx spend
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Hemophilia has a high % Rx spend. Will increase
even more with Roctavian.

Covid currently high medical spend, can this shift if
more treatments come out.

Highest cost for Covid is $1.75 Million
Newborn/Infant care high Medical spend.

2021 Sun Life Stop-Loss Research Report | Sun Life U.S.



https://www.sunlife.com/us/en/about/insights-and-events/2021-stop-loss-research-report-high-cost-claims-and-injectable-drug-trends-analysis/

Cancers / Transplants / Hemophilia:

* Cancers
* Malignant Neoplasm #1 for the past 10 years. Spend was almost doubled the 2" most costly
condition.

* Costs & Frequency continue to rise.
e Survivor rates high in the US. 90% for Women with Breast cancer & 93% for men & women with
melanoma

* Transplants
* #17 on the list. 30% of costs for transplants associated with complications

* Hemophilia #16 on Sun Life list for 2021
* Roctavian treatment coming out before end of year for Hemophilia A. Not considered a cure.

* Cost S2 -S3 Million
* Could move up the list when

Source: 2021 Sun Life Stop-Loss Research Report | Sun Life U.S.



https://www.sunlife.com/us/en/about/insights-and-events/2021-stop-loss-research-report-high-cost-claims-and-injectable-drug-trends-analysis/
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* Average cost of treatment is coming down, hopefully the
count will be down in 2022 with an overall decrease in
costs

e Other Covid impacts: delayed cancer screening, mental
health costs, & pent up demand for postponement of care

Source: 2021 Sun Life Stop-Loss Research Report | Sun Life U.S.



https://www.sunlife.com/us/en/about/insights-and-events/2021-stop-loss-research-report-high-cost-claims-and-injectable-drug-trends-analysis/

Mental Health Pandemic influenced

Clamant Count

Disorder category since 2019 % mcrease in total cost
r Depressive B5%
. Sleep/wake 68%
| . Opéoid-related 6%

2018 2021 20138 2021 2018 2021

* Mental health has been rising since the pandemic
* Increasing in both cost & frequency
* Should look for medical management alternatives to lower frequency

Source: 2021 Sun Life Stop-Loss Research Report | Sun Life U.S.



https://www.sunlife.com/us/en/about/insights-and-events/2021-stop-loss-research-report-high-cost-claims-and-injectable-drug-trends-analysis/

Gene Therapy

Genetic modification of cells through replacement with normal genes scientifically
engineered for modification of protein production that provides the missing or
defective component which causes disease

* Functional copy of new gene is delivered into cells using Adeno Associated Virus
also known as a viral vector

* New gene contains instructions for cell to produce missing or mutated
component causing disease

* Vector can be injected or given intravenously directly into specific tissue in the
body where it is taken up by specific cells

* Proteins are made of amino acids that join together to form long chains
e 20 amino acids form thousands of different proteins in the body

* Proteins do most of the work in the cell and perform various functions



ROCTAVIAN (valoctocogene roxaparvovec)

Gene therapy indicated for treatment of severe hemophilia A without a history of factor VIl inhibitors
and who do not have detectable antibodies against adeno-associated virus serotype 5 (AAV5) which is
the viral vector utilized to deliver a functional copy of the modified gene into liver cells

Severe form of
disease is found in
about half of all

Occurs in 12 Affects about
patients diagnosed of every 20,000 males
with hemophilia A 100,000 in the US
Requires regular male births

treatment with
replacement therapy
infusions to provide
missing clotting protein
also known as factor VIlI

Roctavian is not considered a cure for hemophilia due to potential for some bleeding episodes.
Decrease in bleeding episodes is expected to reduce other symptoms associated with hemophilia A

* Development of inhibitors to factor VIl
* Hemarthrosis - bleeding into joints causing pain and joint damage



Approval for Roctavian

August 2020

FDA rejected approval for
Roctavian due to concerns for
treatment durability and
required minimum of 2 years
of follow up data from larger

July 2021

European Medicines Agency
(EMA) requested an additional
year of study data to validate
treatment durability

June 24, 2022

Committee for Medicinal
Products for Human Use
(CHMP) has recommended
conditional marketing for
Roctavian which will be the
first gene therapy for
hemophilia A recommended
for European approval

Approval within the next few
months is expected as
European Commission

| decisions are usually

consistent with CHMP
recommendations

»


https://app.powerbi.com/groups/me/reports/ac5bc5f4-7175-4586-9b1d-88745db01f5c/?pbi_source=PowerPoint

»

Approval for Roctavian

June 2022

BioMarin had initially planned
to submit application for
approval to FDA in June 2022
with anticipated approval
within 6 months of FDA
acceptance of resubmission

Sept. 2022

@® Announced delay for
resubmission to the end of
September 2022 to allow time
to address additional
information by FDA to be
included in filing

Q-4 2022

FDA decision is anticipated to
be made

Mid 2023

® Launch for Roctavian in USA
expected to occur



https://app.powerbi.com/groups/me/reports/ac5bc5f4-7175-4586-9b1d-88745db01f5c/?pbi_source=PowerPoint

Zolgensma

* Treatment of Spinal muscular atrophy

 Zolgensma (onasemnogene abeparvovec) is indicated for the treatment of paediatric patients less than 9 months of age
with symptomatic or pre-symptomatic spinal muscular atrophy with bi-allelic mutations in the survival motor neuron 1
(SMN1) gene and 1 to 3 copies of the SMIN2 gene.

* Approved March 2021
 Navortis Pharmaceutic

e Route of Administration: Intravenous infusion

Source: Zolgensma | Therapeutic Goods Administration (TGA)

© BCS Financial Corporation
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https://www.tga.gov.au/resources/auspmd/zolgensma

Zynteglo Overview

A one-time gene therapy indicated for the treatment of beta thalassemia by replacement of the defective gene with a
normally functioning gene that allows the body to produce healthy red blood cells

Beta thalassemia is an inherited blood disorder that reduces production of hemoglobin

 Hemoglobin is the protein which contains iron in red blood cells that carries oxygen to cells throughout the body

* People with beta thalassemia have a shortage of red blood cells (anemia) due to low levels of hemoglobin and are at
an increased risk of developing abnormal clots

Beta thalassemia is classified into two types depending upon the severity of symptoms:
* Thalassemia major also known as Cooley’s anemia

e Thalassemia intermedia

* Of the two types, thalassemia major is more severe

Clinical trials showed 90% of beta thalassemia patients who received a one-time infusion of Zynteglo no longer
required blood transfusions




Zynteglo FDA Approval and Launch

FDA Approval:
August 17, 2022

* FDA approved indication: treatment of adult
and pediatric patients > 4 years of age
diagnosed with Beta-thalassemia who require
red blood cell transfusions

* Although no cases were seen in studies,
there is a potential risk for blood cancer
associated with gene therapies like Zynteglo.
This led to a precautionary step mandated by
the FDA for patients who received Zynteglo to

be monitored for any evidence of cancer for at
least 15 years

Expected Launch:
Q1 2023

» Zynteglo available exclusively through
Bluebird Qualified Treatment Centers (QTC)
with plan for onboarding of the first wave of
QTCs trained and activated in Sep-22 in
anticipation of initiating first patient apheresis
in Q4 2022

* Bluebird Bio has identified 50 patients
already under care by physicians at a network
of qualified transplant centers who are likely to
be the first to receive this therapy beginning
early in 2023




Chimeric Antigen Receptor T (CAR T) Cell Therapy

Process of reengineering a patient’s own immune cells to attack cancer

*  White blood cells (WBCs) are

extracted from the sample and
forwarded to the designated lab or
pharmaceutical company for cell
engineering

* Remainder of blood sample is re-
infused into patient

© BCS Financial Corporation

—>

T Cell Engineering

* DNA/genes are introduced to
patient sample to induce production
of new proteins / receptors that
affect designated cell surface
proteins/antigens

e Hundreds of millions of cells are

produced via process referred to as
expansion

* Upon completion of engineering
and cell expansion, cells are frozen,
returned to medical center and
reinfused into patient

26



CAR T Milestone
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Source: First Child to Receive Revolutionary CAR T Therapy
Celebrates 10 Years Cancer Free | Children's Hospital of
Philadelphia (chop.edu)

© BCS Financial Corporation 27


https://www.chop.edu/news/first-child-receive-revolutionary-car-t-therapy-celebrates-10-years-cancer-free
https://www.youtube.com/watch?v=IHfpBKtzbSk

Where is Stop loss going

© BCS Financial Corporation

28



Stop loss growth across the industry sky-rocketed by 82% between
2015-2020 as more groups became self-funded
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And, in recent years, the largest growth segment within the self
funded market has been groups with <199 lives
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For 2023, many leading indicators suggest fully insured rates will
increase meaningfully, becoming costlier to business owners

Qserch £ W in benefits&rro & signin | REGISTER
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ACA rates expected to substantially increase
in 2023

ACA premium rates may increase significantly in 2023 as health plans adjust to the new realities of the pandemic,
changes to federal policies, and inf

By Scott Wooldridge  July 18, 2022 at 11:00 AM
Trending Stories

| 2023 Social Security COLA
u could see significant increase
alongside inflation
Amazon expands health care
footprint with $3.9B
acquisition of One Medical

Benefits That Drive Retention -
COVID's Lasting Impact On
Benefits Offerings

ACA rates expected to
substantially increase in 2023

JPMorgan partners with
Centivo to cut workers' health
care expenses

The Alliance ( ;

Self-Funding Smart

https://www.benefitspro.com/2022/07/18/aca-rates-expected-to-substantially-increase-in-2023/

KFF: Why insurers are weighing
double-digit ACA premium hikes for

2023

By Robert King * Jul 20,2022 03:43pm

https://www.fiercehealthcare.com/payers/kaiser-family-foundation-insurers-so-far-raising-aca-premiums-2023-due-part-inflation

EFFECTS ON PREMIUMS .
Inflation

Provider contract rates tend to lag general inflation, as rates are typically set in
advance and may cover a multiyear period. The effect of inflation will likely be
meaningfully reflected in contract rates that take effect in late 2022 and early
& in 2023 as prospective contracting catches up with labor costs. In addition,
-~ nursing staffing shortages have created pressure for higher salaries, increasing
hospital costs.

https://www.actuary.org/sites/default/files/2022-06/PremDriversinfoGra2023.pdf



In Level Funding programs, a group pays a fixed monthly rate and
shares in favorable claims performance

LOWEST ‘ Group Risk HIGHEST
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In captive programs, a reinsurer replaces the insurance company
and creates a cell that is wholly owned/controlled by its groups

As a captive member, a group takes the first risk layer,

then followed by captive, stop loss, and reinsurer layers CEINSURER

i.e. SIM+

>
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Captive member groups are tied

together by a common thread: .
STOP LOSS
* Network B
* Broker R
¢ Industry > CAPTIVE
. i.e. $50-S300K
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GROUP

Groups are typically block rated at year end e $0:850K




One Size Doesn’t Fit All: States regulate small group stop loss
differently

A

Level Funding

For Moderately
Risk Adverse Groups

Group Receives Refund as Upside
while Limiting on Downside

Surpluses are Shared
Between Group and Carrier

Less Regulatory Oversight
vs Fully Insured Model

Premium Taxes Start w/
Stop Loss (instead of First Dollar)

ACA Rating Regulations
Do Not Apply

o 125% of expected claims 9 120% of expected claims €) 110% of expected claims 0 No restriction

Experience Reporting is

Robust & Transparent Some states regulate at the greater of aggregate claims or member level, whichever is higher (striped)



Vendors in market with tools to price when there is no experience

EO ProQNos L3 Milliman

health
Artificial Intelligence Clinical Lab Data Rx Data
Risk Ranking Predictive Modeling Predictive Modeling
Risk Scoring

Risk Scoring
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verikai prealize Rover Al

Verikai Prealize Rover Al
Behavioral Analytics High-Cost Claimant Financial, Medical, & Rx data
Predictive Modelling Risk Insights Small Group Focus



Al example Input:

Michael is at that really famous museum in France looking at its most famous
painting. However, the artist who made this painting just makes Michael think
of his favorite cartoon character from his childhood. What was the country of
origin of the thing that the cartoon character usually holds in his hand?

Testing PaLM prompts on GPT3 - Al Alignment Forum



https://www.alignmentforum.org/posts/EHbJ69JDs4suovpLw/testing-palm-prompts-on-gpt3

Al example output

The most famous painting in the Louvre is the Mona Lisa.
The artist who made the Mona Lisa is Leonardo da Vinci.

Leonardo da Vinci is also the name of the main character in the cartoon Teenage Mutant Ninja Turtles.

Leonardo da Vinci is from Italy. The thing that Leonardo da Vinci usually holds in his hand is a katana.
The country of origin of the katana is Japan. The answer is "Japan".

China Russia

osnd HJapan

Sea of Japan
(East Sea)

, Yokohama

(g 5
: ? Shikoku North Pacific
Kyushu Ocean

ol

4

Testing PaLM prompts on GPT3 - Al Alignment Forum



https://www.alignmentforum.org/posts/EHbJ69JDs4suovpLw/testing-palm-prompts-on-gpt3

Question example:

The Trophy cannot fit in the bag because it is
too big.
What is too big?



Question example answer:

The Trophy cannot fit in the bag because it is too big.
What is too big?
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Jon Forster Talks To
Dynamic Leaders

(4) Hofbeck clip adaptability - YouTube



https://www.youtube.com/watch?v=IYRH4vkITeY

Questions Feedback

QUESTIONS .3 Linked [

Jon Forster

Leader | COO & Actuary | Speaker | Business Strategist | Former Pro
MMA Fighter

Greater Philadelphia - Contact info

500+ connections

(Add profile section) (More)

© 2022 BCS Financial Corporation 41



