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Hospital networks: Configurations on the
exchanges and their impact on premiums
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Narrow and ultra-narrow hospital networks are more prevalent (70 percent of
all networks), increasing the variety of network co nfigurations available to
consumers
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EXHIBIT 1

70 percent of hospital networks on exchanges are narrow or ultra-narrow

Distribution of networks by network breadth’
2014 individual exchange — Percent of analyzed silver netwarks (n = 120?)

Broad
Ultra-
narrow

Narrow

1 Broad networks: less than 20% of largest 20 hospitals by number of beds are not participating, Marrow networks:  30-89% of largest 20
are not icipating, Ultr at least 70% of largest 20 hospitals are not participating
2 Networks offered in silver in Atlanta, Bridgepost, Dallas, Nashville, Houston, Salt Leke City, Mismi, Temps, Louisville, Indisnapolis, 5t.
Louis, Los Angeles, San Jose, Pi Denver, Philadelphia, Sesttle, Chicage, Washington D.C., and Portland, ME

SOURCE: Md(ir.lsey Cerlta for Ll.S: Health..‘.h_ﬁbem : irlsgy ." .‘l Dats a= of Meki & Company
Analytics analysis of publicly availablerate filings and camrier information; AHA database 11152013 ¥
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EXHIBIT 2

Network configuration options have increased across incumbents’ offerings

Incumbents’ 2013 individual market network offerings vs. 2014 exchange offerings’
Number of analyzed networks

95

(5] - 30

Broad

Marrow

Ultra-narrow

2013 individual market 2014 individual exchange
1 Incumbents are defined as any existing camier in 2013 that has filed on the exchange in 2014. 2014 individual exchange data includes
silver tier only

SOURCE: McKinsey Center for U.S. Health System insey Advy d Health Dats a= of
Analytics analysis of publicly availablerate filings and camier information; AHA database  11.15.2013
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EXHIBIT 3

Range of contraction in networks breadth varies from 11 to 60 percent

Contraction of incumbents’ network breadth between 2013 individual market networks
and 2014 individual exchange networks’
Average percent contraction in network breadth

Rating area 1
Rating area 2
Rating area 3
Rating area 4
Rating area 5
Rating area 6
Rating area 7
Rating area 8
Rating area 9
Rating area 10

Rating area 11
Rating area 12
Rating area 13
Rating area 14
Rating area 15
Rating area 16
Rating area 17
Rating area 18
Rating area 19
Rating area 20

1 Incumbents are defined as any existing carrier in 2013 that has filed on the exchange in 2014

SOURCE: McKinsey Center for U.S. Health System Reform/McKinsey Advanced Healthcare Data as of McKi & Company
Analytics analysis of publicly availablerate filings and carier information; AHA database  11.15.2013 Y
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EXHIBIT 4

Broad networks result in a median premiumincrease of 26 percent

Difference between broad and narrower silver network offerings

Increase in number of
largest 20 hospitals
Mumber of hospitals

Carriers
across distinct PMPM increase’
rating areas 5, percent

Carrier 1 $74 @
Carrier 2 $67 [ 37%
Carrier 3 564 [ 26%
Carrier 4 564 [ 27%
Carrier 5 8 @
Carrier 6 @
Carrier 7 @

Median $64 26% 13

1 Compares broad and namow or ultn tworks offered by th camier with th product type (e.g., HMO, PPO) ina
givenrating area. If more than two networks offered by 8 camier meet these oiteris, only the broadest and namowest networks are
included. Analysis based on silver premium for 40-yesr old individusl non-smaoker

SOURCE: McKinsey Center for U.S. Health Systemn Reform/McKinsey Advanced Healthcare Dats a= of

McKinsey & Comy
Analytics analysis of publicly availablerate filings and camier information; AHA database  11.15.2013 pEmy
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EXHIBIT 5

Most lowest-price products utilize ultra-narrow or narrow networks

Distribution of analyzed silver network offerings by price’
Percent of analyzed silver network offerings in each price range

100% = 19 19 49 23
Broad 16

26 23 36
e - - “

Ultra-narrow
48 a7
24
Lowest price 0-10% 11-35% >35%

Premium relative to lowest-price silver product

1 'When the same camier offered multiple produdts based onthe same network, the lowest-price product was included in the analysis

SOURCE: McKinsey Center for U.S. Health Systemn Reform/McKinsey Advanced Healthcare Dats a= of Maki EErmioT
Analytics analysis of publicly availablerate filings and camier information; AHA database  11.15.2013 !

Network breadth and product type (e.g., HMO, PPO) a re correlated: the
majority (76 percent) of ultra-narrow networks is ¢ oupled with HMO designs,
and the majority of HMOs (58 percent) is coupled wi  th ultra-narrow networks
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EXHIBIT 6

Network breadth, product type, and premiumlevels are correlated

Network breadth by product type Ultra-narrow network product type by price
Percent of analyzed silver network Percent of silver network offerings’ by premium
offerings relative to lowest-price silver product
36 38 46 0% 0-10% 11-35% >35%
POS 8 6_0 Ultra-
EPO 6 narrow 8
I " network,
47 PPO

PPO 67 Ultra-

narrow

/ network’ En 35

HMO

HMO 19
Broad Narrow Ultra-

narrow

1 When the same carrier offered multiple products based on the same network, the lowest-price product was included in the analysis
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Frequency of narrow networks differs notably by car rier type, as does a
carrier’s ability to translate narrower networks in to competitively-priced
products
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Academic medical centers are participating predomin
priced exchange offerings (10 percent higher premiu
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Potential implications on market structure and comp
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Appendix

Additional background on the underlying research
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Obtaining previous Intelligence Briefs
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