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Background Information
Timeline of the Covid-19 Pandemic (the beginning)

1. January 9, 2020 — Chinese authorities report that the outbreak of pneumonia cases in
Wuhan, Hubei province is caused by a novel coronavirus.

2. January 21, 2020 — United States reports its first confirmed case of the novel coronavirus.
3. January 29, 2020 — The United States Coronavirus Task Force is formed

4. February 11, 2020 — The WHO names the disease caused by the novel coronavirus,
COVID-109.
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Background Information
Timeline of the Covid-19 Pandemic (everything changes)

1. March 7, 2020 — We reach 100,000 global cases

2. March 11, 2020 — The WHO characterizes the Covid-19 outbreak as a pandemic
3. March 13, 2020 — A National State of Emergency is Declared

4. March 31, 2020 — All non-essential business are closed in South Carolina

5. April 4, 2020 — We reach 1,000,000 global cases
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Background Information
Timeline of the Covid-19 Pandemic (optimism and uncertainty)

April 161" — Federal government releases guidelines to open up America in 3 phases

May 11" — SC goes to phase 2 as conditions improve (7,792 confirmed cases statewide)

July 23 — over 75,000 confirmed cases in SC (over 4 million nationwide)

September 15t — 118,992 cases in SC (6.2 million nationwide)
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Background Information

Volume of Covid-19 Cases in South Carolina and the United States

Daily Trends in Number of COVID-19 Cases in South Carolina Reported to CDC

7-Day moving average I

® Cases O Deaths

South Carolina

Daily Trends in Number of COVID-19 Cases in the United States Reported to CDC

T I
kkkkkkkkkkkkk

2222222

7-Day moving average I

@® Cases O Deaths

ited States

2 g 2 s 5 3 & g =
55555

Marsh & McLennan Agency LLC



Employer Health Plan Disruption
Short term utilization reductions

O Elective and non-emergent services are much less utilized and available
» To preserve resources for a potential, and in some places present, surge of critically ill
patients, many hospitals and health systems are canceling or postponing elective and
non-emergent procedures. This also enables compliance with social distancing, as
fewer patients are traveling to medical facilities that may be caring for patients with
COVID-109.
O Less routine/preventive care (including dental and vision services)
« Areduction in preventive care will increase future morbidity rates, and delay care that
would be considered “non-elective’.
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Employer Health Plan Impact
Short term utilization reductions

O A significant percent change in ambulatory care visits emerged
. Source: Phreesia Client data, published by the Commonwealth Fund. Represents 12 million total visits and 50,000 providers

Percent change in visits from baseline
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Employer Health Plan Impact
Short term utilization shifting to telemedicine

O Telemedicine services replace in-person care

* During the Covd-19 Public Health Emergency the department of Health and Human
Services and private insurance have facilitated a transition to telemedicine for many
services by providing reimbursement for telehealth consultations, relaxing HIPAA data
privacy requirements for Telehealth platforms, and waiving member out of pocket
costs.

» Health Systems have also rapidly expanded capacity to offer Telehealth services.
Prior to the Covid-19 pandemic, only 10% of healthcare consumers had used
telemedicine services.
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Employer Health Plan Impact
Utilization shifting

0 Telemedicine services reduced the overall decline in outpatient care provided
. Source: Phreesia Client data, published by the Commonwealth Fund. Represents 12 million total visits and 50,000 providers
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Employer Health Plan Impact
minimal change despite early Rx stockpiling

O Outpatient Prescription drug expenses (through a PBM) have increased minimally

Most therapeutics to treat Covid-19 are provided in a hospital setting. There were
early increases in retail prescriptions for Plaquenil (hydroxychloroquine), but that was
likely stockpiling and has not continued.

Mail order prescriptions and early prescription refills increased significantly in March
as many commercial carriers relaxed their “quantity vs time” edits based on CDC
guidance.

Stockpiling has not continued though, and fill rates fell in April through June.
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Employer Health Plan Impact
Minimally changed

O Fill rate changes by condition

Source: GoodRx, representative sampling of US prescription claims
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Employer Health Plan Impact
Direct Employer Expenses due to Covid-19

O Inpatient Care - Hospitalization rates have declined overall; however, there is a significant
cost for treating Covid-19 cases that require hospitalization. Fair Health estimates that
cost for a privately insured patient to be $38,221 (resulting in an annual 2020 cost for
private insurers of $7.6 billion with an estimated total of 200,000 admissions).

 Diagnostic testing — The CARES Act mandated that health plans waive costs for COVID-19
testing, and testing must be covered under a health plan when recommended by a doctor.
As the number of tests continues to ramp up (over 1 million tests provided in South
Carolina), and the private insurer average reimbursement for a PCR test (active virus test)

is approximately $65.
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Employer Health Plan Impact

+ Testing & Diagnostic services for + Pent-up demand for short-term

. Variables that may COVID19 Related Claims reduction in non-emergent &
add (+) expenses elective services
to the plan
. Variables that + Increase in Treatment for + Incremental expense for furloughed
ariables that may : B .
reduce (-) expenses COVID19 Related Claims gmployges contrlbl_Jtl_on subsidy
to the plan (if decision to subsidize)

+ Increase of early Rx refills

+ Increase in Telemedicine use
Current

State Annual
Projected
Plan Costs

— Short-term reduction in elective — Headcount reductions (Layoffs)
and non-emergent services

% Impact of COVID-19 = COVID-19 Impact / Current State: Projected Annual Premium
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Model Assumptions and Data Input Summary
Upstate Employer — 500 employees and 1,000 total covered members

“All Other” industry category
excludes manufacturing,
healthcare, retail, hospitality, and
public safety sectors where risk
levels are higher.

Example also excludes impact of

any employee layoffs or furloughs.

Client Information Input
Client Name Upstate
Employer
Primary Location of Population South Carolina
Client Industry All Other
Plan Year (PY) Start Date 1/1/2020
Enrolled Employees [Monthly] 500
PY Projected Claims PEPY $10,000
PY Projected Fixed Costs PEPY $1,500
PY Projected EE Contributions PEPY $2,500
Annualized Projected Trend 5.0%
COVID-19 Scenario Selection | Workforce Changes Input
Include Proj. COVID-19 Impact Yes
Severity of Impact for lllustration Low
Covering COVID-19 Treatment at 100% No
Layoff Start Date 4/1/2020
Layoff Percent 0%
Layoffs Spread Over Time [Months] 2
Furlough Start Date 4/1/2020
Percent of Workers Furloughed 0%
Expected Length of Furloughs [Months] 4
Furloughed ER Contribution Subsidy 100%
Rehire Start Date 8/1/2020
Rehire Percent 0%
Rehire Spread Over Time [Months] 1

Marsh & McLennan

Run Date: 9/1/2020

Agency LLC — COVID-19 Financial Impact

Additional Client Information

Member:Employee Ratio 2.00
Actuarial Value 85%
Average Member OOPM $5,000
Specific Stop Loss Level $150,000
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COVID-19 Annualized Gross Impact Ranges

Excludes Impact of Layoffs, Rehires and Furloughs

Middle:
($476,000)
Low: -8.3% High:
($428,000) ($305,000)
-5.3%

Severe:
$133,000
2.3%

b '
Very Low:
($491,000)
-8.5%

PY2020: Total Projected COVID-19 Impact

Very Low
$80,000
1.4%

Middle:
$131,000
Low: 2.3% High:
$88,200 $324,000
1.5% 5.6%

Severe:
$604,000
10.5%

; \'

PY2021: Total Projected COVID-19 Impact

Percent labels indicate projected increase over projected spend
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Multi-Year COVID-19 Impacts

Total Plan Cost (Gross) — anticipates a 3.2% infection rate and 15% testing rate

$6,000,000
$5,800,000
$5,600,000
$5,400,000
$5,200,000
$5,000,000
$4,800,000
$4,600,000
$4,400,000

$0 $0

RS 52,100

$74,800 $18,800

$8,300 $1,600

Current State: Adjusted Plan  Premium Reduced Increased Rx Increase for Increasein Increase in Increased Decreased Rx New State:
Projected Costfrom Change from Utilization of  Expenses Diagnostic Inpatient Cost Telemedicine Utilization for Expenses Projected
Annual Plan  Layoffs or Furloughs  Outpatient & (Early Refills)  Testing (CovID-19 Services  Outpatient & (Excess Total Plan
Cost Hires Professional Treatment) Professional Supply) Cost*
Services Services

Total Plan Cost ™ Cost Decreases ™ Cost Increases

Total (Gross) Cost Impact: ($337,300) or -5.9%
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Multi-Year COVID-19 Impacts

Employer Portion (Net of Contributions)

$4,800,000
$4,600,000
$4,400,000
$4,200,000
$4,000,000
$3,800,000
$3,600,000
$3,400,000

$0 $0
s 52100
0" 18,800
$8,300  $1,600

Current State: Adjusted Plan  Premium Reduced Increased Rx Increase for Increasein Increasein  Increased Decreased Rx New State:
Projected Costfrom Change from Utilization of Expenses  Diagnostic Inpatient Cost Telemedicine Utilization for Expenses Projected Net
Annual Plan  Layoffs or Furloughs Outpatient & (Early Refills)  Testing (CoVID-19 Services  Outpatient&  (Excess Employer
Cost Hires Professional Treatment) Professional Supply) Cost*
Services Services

Net Employer Cost ™ Cost Decreases M Cost Increases

Employer (Net) Cost Impact: ($337,300) or -7.5%
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COVID-19 Paid Claim Impact Timeline

Excludes Cost Impact of Layoffs, Rehires and Furloughs
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Phase 1: Phase 2: Phase 3:
4/1/2020 - 4/30/2020 5/1/2020 — 12/31/2020 1/1/2021 — 8/31/2021
Reduced Utilization of Elective & Non-Emergent Reduced Utilization of Elective & Non- Reduced COVID-19 Inpatient, Diagnostic
Outpatient & Professional Services Emergent Outpatient & Professional Services Testing, Telemedicine, Pharmacy
Increase in COVID-19 Inpatient, Diagnostic Increase in Utilization of Elective & Non-
harsh & Mcl ennan Agency LLC - COVID-19 Einancial lmaact Testing, Telemedicine, Pharmacy Emergent Outpatient & Professional Services |
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Per Employee Per Month Claims Impact vs. Current State
Includes Impact of Layoffs, Rehires and Furloughs
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Employer Health Plan Expectations

O Fully-insured Health Plans
* Reduction of health plan claims in 2020
« Health Insurer profitability managed by ACA medical loss ratio requirements
« Likely return of excess 2020 premium to fully-insured plans
* 100% coverage for Covid-19 related treatment and other added benefits may
temper rebates
« Health insurer conservatism and expectation of pent up demand, higher morbidity
rates (due to a reduction in routine care), and potential costs for Covid-19 may drive
rate increases for 2021, despite low loss ratios in 2020.

Marsh & McLennan Agency LLC — COVID-19 Financial Impact 20



#2) BIOPHARMADIVE Deep Dive Opinion Library Events To

1st volunteer given vaccine 1st data available Start of late-stage study 1st supply available

Moderna
CanSino Biologics

Inovio

Sinovac

BioNTech, Pfizer

Univ. of Oxford,
AstraZeneca

Novavax

Gamaleya Research
Institute

CureVac

Clover
Biopharmaceuticals

Merck & Co.
Johnson & Johnson QRRRRRARSS
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Managing the Financial Impact of Covid-19 on Health Plans

3 Continually refresh with updated information

Estimate the Collaborate with

financial impact your medical

of COVID-19. carrier/TPA
to understand and

evaluate any cost
projections.
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Financial Model Source Material

* FAIR Health, Inc. Brief March 25, 2020: The Projected Economic Impact of the COVID-19
Pandemic on the US Healthcare System

* https://www1.nyc.gov/site/doh/covid/covid-19-data.page
« https://systems.jhu.edu/research/public-health/ncov/

* https://www.census.gov/data/datasets/time-series/demo/popest/2010s-counties-
total.ntml#par_textimage 739801612

» https://www.huduser.gov/portal/datasets/usps_crosswalk.html
*  Optum Commercial health plan database (under 65)
o Geographic healthcare cost factors by state
* IBM Watson Health MarketScan Semi-Annual Norms
» https://marketing.sedgwick.com
» https://www.cdc.gov/mmwr/volumes/69/wr/mm6915e3.htm#F1_down
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This analysis was prepared exclusively for estimating the impact that COVID-19 may have on a health plan. Please note this is not an
actuarial liability calculation. These slides should only be used in the establishing a baseline illustrative impact to health plan claim costs.
All of our analyses, including estimates/determinations, are based on the data available at a point in time and the projections are not a
guarantee of any financial or other results that might be achieved. Any projections are subject to unforeseen and random events and so
must be interpreted as having a potentially wide range of variability from the estimates/determinations. Should additional information or
circumstances arise (such as a concentration of members diagnosed with COVID-19 in the employee population, etc.) that could impact
the analysis, the numbers and assumptions contained in this report may no longer be a reasonable representation of the expected
costs. Expected costs will only be known once the full projection year is complete.

This document is not intended to be taken as advice regarding any individual situation and should not be relied upon as such. Marsh &
McLennan Agency LLC shall have no obligation to update this publication and shall have no liability to you or any other party arising out of
this publication or any matter contained herein. Any statements concerning actuarial, tax, accounting or legal matters are based solely on
our experience as consultants and are not to be relied upon as actuarial, accounting, tax or legal advice, for which you should consult
your own professional advisors. Any modeling analytics or projections are subject to inherent uncertainty and the analysis could be
materially affective if any underlying assumptions, conditions, information or factors are inaccurate or incomplete or should change.

Copyright © 2020 Marsh & McLennan Agency LLC. All rights reserved. MarshMMA.com
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