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S&P Healthcare Claims Index Monthly Report
2015 DATA RESULTS: Second Consecutive Year of Significantly Increasing Drug Costs;
Individual Market Becomes More Costly Than the Employer-Based Market

The “S&P Healthcare Claims Index Monthly Report” provides the latest results for the S&P
Healthcare Claims Indices — a measure of the change in healthcare costs based on actual expenses
paid to healthcare providers through commercial health insurance plans — with the goal of providing the
public and policymakers with timely and independent data on the cost of healthcare in the U.S.

This Report summarizes data from the December 2015* S&P Healthcare Claims Indices — the latest to
be published — and therefore presents the first complete picture of how healthcare costs changed over
the course of 2015 based on the indices. The S&P Healthcare Claims Indices are published monthly
and this report will be updated the first week of every month.

The December 2015 S&P Healthcare Claims Indices demonstrate the following:

2015 In-brief
» National healthcare costs in the commercial market increased by 6.50% year/year

e Medical services costs increased by 4.30%

e Drug costs increased by 15.83%
o Brand-name drug costs increased by 19.17%
0 Generic drug costs increased by 6.58%

» Individual market costs increased by 23.04% year/year

» Monthly costs per covered member (PMPM costs) in the individual market reached an
average of $525.33 in December — about 8.14% more than the employer-provided market
(large group and ASO/self-insured)

2015 In-depth

National healthcare costs in the commercial market increased by 6.50% in 2015 — rising 50% more
rapidly than 2014. This increase in total healthcare costs was driven by a 15.83% increase in drug
costs and a 4.30% increase in medical services costs. Table 1 below summarizes the trends in
national healthcare costs depicted by the S&P Indices.

National Healthcare Cost Trend (Year/Year Percent Change)
Index level 2015 2014
Total Healthcare 6.50% 4.33%
e Medical Services 4.30% 2.56%
e Drug 15.83% 12.58%
o0 Brand-name 19.17% 13.16%
o Generic 6.58% 10.99%

Source: S&P Dow Jones Indices LLC. Past performance is not necessarily an indication of future performance. Table is

provided for illustrative purposes only.
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Graph 1 below shows the year-over-year change (trend) in Per Member Per Month (PMPM) cost (the
average monthly per member cost of providing healthcare), including by type of expense (medical
services vs. drug) across all lines of business (LOB) combined (individual; large group; small group;
and ASO/self-insured).
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GRAPH 1: NATIONAL COST TREND - MEDICAL VS. DRUG e

Year-Over-Year Change In PMPM Cost In The Commercial Insurance Market By Type of Expense (Medical vs. Drug)
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Source: 5&F Dow Jones Indices LLC. Data from January 2010 through December 2015. Past performance is no guaraniee of future resulls. Chartis provided for ilustraive purposes.
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Individual market costs increased by 23.04% in 2015 — continuing to rise significantly more than overall
market costs, although that trend has moved downward sharply from its peak of over 38% at the start of
2015. The S&P Indices continue to show this significant increase through year two of the Affordable
Care Act (ACA) exchanges. The individual market was driven by a 49.81% increase in drug costs and
a 17.70% increase in medical services costs. Table 2 below summarizes the trends in individual
market costs.

National Individual Market Cost Trend (Year/Year Percent Change)
Index level 2015 2014
Total Healthcare 23.04% 37.53%
e Medical Services 17.70% 32.36%
e Drug 49.81% 70.92%

Source: S&P Dow Jones Indices LLC. Past performance is not necessarily indicative of future performance. Table is provided
for illustrative purposes only.
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Graph 2 below shows the year-over-year change (trend) in PMPM cost, including for each LOB
(individual; large group; small group; and ASO/self-insured).
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GRAPH 2: NATIONAL COST TREND-BY LOB An S&P Global Division

Year-Over-Year Change In PMPM Cost In The Commercial Insurance Market By Line Of Business
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Source: S&P Dow Jones Indices LLC. Data from January 2010 through December 2015. Past periormance is no guaranize of future resulls. Chartis provided for llusraive purposes.

For Healthcare Professionals. Mot for Public Distribution. PROPRIETARY . 10
Permigsion to reprint or distribute any content fremthis presentation reguires the written approval of S&P Dow Jones Indices.

Monthly costs per covered member in the individual market reached an average of $525.33 in
December 2015 — 8.14% more on average than the $454.71 monthly cost within the employer-provided
healthcare market (large group and ASO/self-insured). Until the 23.04% rate of increase in the
individual market comes down in line with that of the employer-based market (6.50%), the gap in
average monthly costs can be expected to widen. Table 3 below summarizes the PMPM costs in the
individual and employer-provided markets.

National Healthcare Costs Per Member
Index level December 2015 December 2014 Percent Change
Total Healthcare
Individual $525.33 $454.71 15.53%
Employer-provided $485.77 $464.32 4.62%
Difference $39.56 -$9.61
Percent Difference 8.14% -2.07%

Source: S&P Dow Jones Indices LLC. Past performance is not necessarily indicative of future performance. Table is provided
for illustrative purposes only.
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Graph 3 below charts the PMPM cost by LOB (individual; large group; and ASO/self-insured).
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Whether individual market costs will begin tracking with the employer-based market, or instead
continue to rise, is yet to be seen.

* The December 2015 S&P Healthcare Claims Indices reflect claims data through the end of February
2016.
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For more information, or if you would like to speak with an analyst please contact:

Jacqueline Moran

Senior Director, Communications
S&P Global
jacqueline.moran@spglobal.com
202.286.6798

John Lipsey

Director of Global Government and Public Policy
S&P Global

john.lipsey@spglobal.com

202.383.2067

Soogyung Jordan

Head of Communications
S&P Dow Jones Indices
soogyung.jordan@spdji.com
212.438.2297

About this report

This report was commissioned by the S&P Global Institute. The Institute is S&P Global’s platform for
thought leadership. It leverages essential intelligence from the world's leading data and analytics
company to guide and inform public policy debates. Through its unparalleled and expansive research,
the Institute equips global leaders with insights to promote sustainable economic growth.

Articles or reports published by the S&P Global Institute are not the work product of, and do not
necessarily reflect the views of, employees or business units of S&P Global, including Ratings, Market
Intelligence, S&P Dow Jones Indices, or Platts. These businesses are operated independently of the
S&P Global Institute.

About S&P Healthcare Claims Indices

The S&P Healthcare Claims Indices (“S&P Indices”) use actual claims data from industry participants —
making them an independent measurement tool for healthcare cost trends. The S&P Healthcare Claims
Indices are based on claims data from over 30 health plans covering over 60 million participants,
capturing approximately 40% of the commercial market. Over 10,000 indices track healthcare trends by
region, type of expense, and line of business, and are updated on a monthly basis.

As health plans, ACOs, and employers move to outcomes-based programs, the S&P Indices can be an
essential toolset to assist with the management of healthcare costs.

The launch date of the S&P Healthcare Claims Indices is October 2, 2013. All information presented
prior to the launch date is back-tested. Back-tested performance is not actual performance, but is
hypothetical. Back-tested information is prepared with the benefit of hindsight and prospective
application of the index methodology may not result in performance commensurate with the back-test
results shown. The back-test calculations are based on the same methodology that was in effect when
the index was officially launched. Complete index methodology details are available at www.spdiji.com.
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S&P Global

About S&P Dow Jones Indices

S&P Dow Jones Indices LLC, a division of S&P Global, is the world’s largest, global resource for index-based
concepts, data and research. Home to iconic financial market indicators, such as the S&P 500® and the Dow
Jones Industrial Average®, S&P Dow Jones Indices LLC has over 115 years of experience constructing
innovative and transparent solutions that fulfill the needs of investors. More assets are invested in products based
upon our indices than any other provider in the world. With over 1,000,000 indices covering a wide range of asset
classes across the globe, S&P Dow Jones Indices LLC defines the way investors measure and trade the markets.
To learn more about our company, please visit www.spdji.com.

S&P® is a registered trademark of Standard & Poor’s Financial Services LLC (“S&P”), a division of S&P Global.
Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). These trademarks
have been licensed to S&P Dow Jones Indices LLC. It is not possible to invest directly in an index. S&P Dow
Jones Indices LLC, Dow Jones, S&P and their respective affiliates (collectively “S&P Dow Jones Indices”) do not
sponsor, endorse, sell, or promote any investment fund or other investment vehicle that is offered by third parties
and that seeks to provide an investment return based on the performance of any index. This document does not
constitute an offer of services in jurisdictions where S&P Dow Jones Indices does not have the necessary
licenses. S&P Dow Jones Indices receives compensation in connection with licensing its indices to third parties.

© 2016 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Redistribution, reproduction
and/or photocopying in whole or in part are prohibited without written permission. All information provided by S&P
Dow Jones Indices is impersonal and not tailored to the needs of any person, entity or group of persons. Past
performance of an index is not a guarantee of future results.

These materials have been prepared solely for informational purposes based upon information from sources
believed to be reliable. No content contained in these materials (including index data, ratings, credit-related
analyses and data, research, valuations, model, software or other application or output therefrom) or any part
thereof (“Content”) may be modified, reverse-engineered, reproduced or distributed in any form or by any means,
or stored in a database or retrieval system, without the prior written permission of S&P Dow Jones Indices. The
Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and its third-party
data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy,
completeness, timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for
any errors or omissions, regardless of the cause, for the results obtained from the use of the Content. THE
CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES INDICES PARTIES DISCLAIM ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS,
SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED
OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Dow Jones Indices Parties be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including,
without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even
if advised of the possibility of such damages.

S&P Dow Jones Indices keeps certain activities of its business units separate from each other in order to
preserve the independence and objectivity of their respective activities. As a result, certain business units of S&P
Dow Jones Indices may have information that is not available to other business units. S&P Dow Jones Indices
has established policies and procedures to maintain the confidentiality of certain non-public information received
in connection with each analytical process.



