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health care spending growth.

In 2012, Massachusetts became the first state to establish a target for sustainable

CHAPTER 224 OF THE ACTS OF 2012

N
\\
T
An Act Improving the Quality
of Health Care and
Reducing Costs through

Increased Transparency,
Efficiency, and Innovation.

Reduce total health care
spending growth to meet
the Health Care Cost
Growth Benchmark, which
is set by the HPC and tied to
the state’s overall economic
growth.

Shth

A transparent, innovative,
and equitable healthcare
system that is accountable
for producing better health
and better care at a lower
cost for all the people of the
Commonwealth.




The Health Care Cost Growth Benchmark

» The HPC sets a prospective target for controlling the growth of total
health care expenditures across all payers (public and private) and
is tied to the state’s long-term economic growth rate.

TOTAL HEALTH CARE EXPENDITURES

Definition: Annual per capita sum of all

¢ The health care cost growth benchmark is not a hard cap on health care expenditures in the
spending growth or provider-specific prices but is a measurable Commonwealth from public and private
goal for moderating excessive health care spending growth and sources

advancing health care affordability.

Includes:
= All categories of medical expenses

» To promote accountability for meeting the state’s benchmark
target, the HPC can require health care providers and health plans
to implement Performance Improvement Plans (PIPs) and submit to and all non-claims related payments
public monitoring. to providers

= All patient cost-sharing amounts,
such as deductibles and copayments

¢ A PIP of an individual provider or health plan may be required only
after a retrospective, comprehensive, and multi-factor review of the
entity’s performance by the HPC, including evaluating cost drivers = Administrative cost of private health
outside of the entity’s control and the entity’s market position, insurance
among other factors.



The HPC’s authority to modify the benchmark is prescribed by law and subject to

potential legislative review.

Benchmark established by law at PGSP (3.6%)

Benchmark established by law at a default rate
of at PGSP minus 0.5% (3.1%); HPC can modify
the benchmark up to 3.6%, subject to
legislative review.

Benchmark established by law at a default rate
of PGSP; HPC can modify to any amount,
subject to legislative review.
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Accountability for the Health Care Cost Growth Benchmark: An Overview

Step 1: Benchmark Step 2: Data Collection
Each year, the process starts by setting the > CHIA then collects data from payers on unadjusted and health
annual health care cost growth benchmark status adjusted total medical expense (HSA TME) for their

members, both network-wide and by primary care group.

o g o
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Step 4: HPC Analysis Step 3: CHIA Referral
HPC conducts a confidential, but robust, review 4 CHIA analyzes those data and, as required by statute, confidentially refers
of each referred provider and payer’s to the HPC payers and primary care providers whose increase in HSA TME

performance across multiple factors

\\\___%____________(‘\,____

is above bright line thresholds (e.g., greater than the benchmark)

Step 5: Decision to Require a PIP Step 6: PIP Implementation
After reviewing all available information, including confidential The payer or provider must propose the PIP and is subject to
information from payers and providers under review, the HPC Board votes ongoing monitoring by the HPC during the 18-month
to require a PIP if it identifies significant concerns and finds that a PIP implementation. A fine of up to $500,000 can be assessed
could result in meaningful, cost-saving reforms. The entity’s identity is as a last resort in certain circumstances. 6

public once a PIP is required.



CHIA's referral of entities is based on a bright-line test of their spending growth,
whereas the HPC is charged with contextualizing that growth for each referred entity.

REGULATORY FACTORS

The HPC may require any entity
referred to it by CHIA to complete
a Performance Improvement Plan
if, after a review of regulatory
factors, it identifies significant
concerns about the Entity’s costs
and determines that a
Performance Improvement Plan
could result in meaningful, cost-
saving reforms.

a Baseline spending and spending trends over time, including by service category;

b  Pricing patterns and trends over time;

c Utilization patterns and trends over time;

d Population(s) served, payer mix, product lines, and services provided;

e Size and market share;

f  Financial condition, including administrative spending and cost structure;

Ongoing strategies or investments to improve efficiency or reduce spending growth
& over time;

Factors leading to increased costs that are outside the CHIA-identified Entity’s
control; and

i Any other factors the Commission considers relevant.




The health care cost growth benchmark is set prospectively for the upcoming

calendar year, while actual performance is measured retrospectively.

Set in Set in Set in Set in X:"E
2020 2021 2022 2023 HERE

I | |

3.6% | 3.1% | 3.1% | 3.1% | 3.1% | 3.1% | 3.6%
PERFORMANCE
BENCHMARK

Average annual growth, 2017 - 2022: 4.0%

Ongoing COVID-19 pandemic



Benchmark Modification Process: 2024 Timeline

January 8, 2024

March 14, 2024

April 11, 2024

April 15,2024

April/May 2024

May/June 2024

o 3.6% PGSP established in consensus revenue process

s Public hearing of HPC Board and Joint Committee on potential modification of benchmark

e HPC Board votes to set the benchmark. If the Board votes to maintain the benchmark at

the default rate of 3.6%, the annual process is complete. If the Board votes to modify, it
submits notice of intent to modify to Joint Committee on Health Care Financing

e Statutory deadline for HPC Board to set benchmark

o Joint Committee may hold a hearing within 30 days of notice

Joint Committee may report findings and recommended legislation to General Court within 30
days of hearing; the HPC Board’s vote to modify takes effect unless the General Court rejects
the proposed modification and enacts legislation establishing the benchmark within 45 days
of the hearing.



Eight states have now
established statewide
health care cost growth
targets, cumulatively
representing one in five
residents in the U.S.

Many other states are
going beyond the

Massachusetts model
and are adopting new
strategies to promote
transparency, oversight,
and accountability.
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[ Cost Growth Target Established
77 Cost Growth Strategies in Progress

How states use cost-growth benchmark programs to contain health care costs. The National Academy for State Health Policy. (2022, February 1). 10
Retrieved from https://www.nashp.org/how-states-use-cost-growth-benchmark-programs-to-contain-health-care-costs/
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Total Health Care Expenditures
2021-2022

Overall THCE MassHealth

+5.8% per resident +1.7% PMPM
$10,264 per resident O +11.1% spending
$71.7 billion +9.2% enrollment
Commercial Medicare
+4.1% PMPM +3.3% PMPM
+0.7% spending +4.1% spending
-3.2% enrollment +0.8% enrollment

13 Performance of the Massachusetts Health Care System | Lauren Peters, Executive Director | March 14, 2024 m




Service Category Expenditures
2021-2022

Hospital Care Pharmacy

-1.4% Inpatient Spending +8.8% Gross of Rebates
+5.0% Outpatient Spending +8.3% Net of Rebates
$25.3 billion $10.1 billion (net of rebates)
Physician Services Non-Claims

-0.1% Spending +23.3% Spending

$9.9 billion $3.7 billion

$621.5 million in one-time
COVID-19 payments

14 Performance of the Massachusetts Health Care System | Lauren Peters, Executive Director | March 14, 2024 m




Commercial Affordability Trends
2021-2022

+6.0% Cost Sharing

$61 PMPM in cost sharing
(copays, coinsurance, and

+5.8% Premiums

Premiums for commercial
members (fully-insured)

rose to average $595 deductibles) for members with
PMPM in 2022. private commercial insurance.
31.2% Unmet Care 42.4% High Deductible
Among all MA residents, those Percentage of commercial

who reported unmet health care members enrolled in high

needs in their family due to cost deductible health plans in

in 2021. 2022.

15 Performance of the Massachusetts Health Care System | Lauren Peters, Executive Director | March 14, 2024 m




Acute Care Hospital Trends

2018-2023

5.5 Days

The average length of stay
in acute hospitals in
FFY2022, growing from 4.9
days in FFY2019.

-10% Discharges

Change in hospital inpatient
discharges from FFY2019 to
FFY2022.

1.6% Total Margin

Statewide median total
margin across hospitals

/\/\ through June 2023.
=

S

0.2% Operating Margin
Statewide median operating

margin across hospitals
through June 2023.

16

Performance of the Massachusetts Health Care System | Lauren Peters, Executive Director | March 14, 2024 m
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Health care spending growth in Massachusetts was below the benchmark from 2012

to 2017, but above from 2017 to 2022, on average.

Annual growth in total health care expenditures per capita in Massachusetts, 2012-2022

I 3.6%
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Sources: Center for Health Information and Analysis, Annual Report on the Performance of the Massachusetts Health Care System 2013-2024.



Massachusetts’ overall rate of spending growth had been slightly below the national

rate in most years since 2010.

Annual growth in per capita health care spending from the previous year to the year shown, Massachusetts and the U.S., 2006-2022

10%

8%

6%
® us.

- \853\0—./‘ / .7 V\‘\.r '/: -

204 .—./ .\./ ¢ e

0%

-2%

-49
° 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Notes: U.S. data includes Massachusetts. Massachusetts and U.S. data exclude federal and state supplemental COVID-19 relief funding.
Sources: Centers for Medicare and Medicaid Services, National Healthcare Expenditure Accounts Personal Health Care Expenditures Data, 2014-2022 and State Healthcare Expenditure Accounts, 1999-2014; Center for 20
Health Information and Analysis, growth in Total Health Care Expenditures per capita, 2014-2022.



Despite a slightly slower growth rate since 2009, annual health care spending per person

in Massachusetts exceeded the national average by more than $2,000 in 2022. “HPC

Per capita total health care spending, Massachusetts and the U.S. 2009-2022

$12,000
$10,000
$2171 » While the gap has closed
$8,000 $2.193 on a percentage basis
- from 2009 (36%) to
2022 (27%), the gap in
$4,000 spending per person
has continued to
$2,000 increase (from $1,784
to $2,171).
2014 2019 2022
MA us. MA us. MA us.

Notes: U.S. data includes Massachusetts. Massachusetts and U.S. data exclude federal and state COVID-19 relief funding.

Sources: MA 2019 and 2022 spending figures were calculated from Center for Health Information and Analysis Annual Report on the Performance of the Massachusetts

Health Care System 2023-2024. 2009 and 2014 MA spending figures were calculated from Centers for Medicare and Medicaid Services (CMS) State Healthcare

Expenditure Accounts. U.S. spending growth rates were calculated from CMS National Health Expenditures Accounts. 21



After several years of lower growth, commercial spending growth in Massachusetts

outpaced the U.S. average from 2019 to 2022, 4.9% versus 3.8% annually.

Annual growth in per capita commercial health care spending, Massachusetts and the U.S., 2006-2022.

20%
15% e
10% ® ® O
/ >e
[ ©
5% .=v @ .\3\

() ( )
0% ./

-5%

Notes: Massachusetts data include full-claims members only. Commercial spending is net of prescription drug rebates and excludes net cost of private health insurance.
Sources: Centers for Medicare and Medicaid Services, National Healthcare Expenditure Accounts Personal Health Care Expenditures, 2014-2022 and State Healthcare Expenditure Accounts 2005-2014; Center for Health

Information and Analysis Annual Report on the Performance of the Massachusetts Health Care System 2014-2022. 22



Average commercial spending growth per enrollee from 2019 to 2022 exceeded

growth for Medicare and MassHealth full coverage enrollees.

Average annual growth in spending per enrollee by market, 2019-2022, with total enroliment change

4.7%

3.8%
3.3%

=0.1%
|
Commercial MassHealth MCO PCC Medicare Advantage Medicare FFS
and ACOs
Enroliment
change =8.5% 27.8% 30.1% =3.7%

(2019-2022)

Notes: Commercial spending includes net cost of private health insurance and is net of prescription drug rebates. MassHealth includes only full coverage enrollees in the Primary Care Clinician (PCC), Accountable Care
Organization (ACO-A, ACO-B), and Managed Care Organization (MCO) programs. Figures are not adjusted for changes in health status.
Sources: HPC analysis of Center for Health Information and Analysis, Annual Report on the Performance of the Massachusetts Health Care System, 2023-2024.
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Accelerating growth in prescription drug spending and hospital outpatient spending

drove faster commercial spending growth from 2019 to 2022.

Average annual growth in commercial spending per enrollee site of care, 2017-2019 vs 2019-2022
8.0”

7.3%
5-4010 4'2‘,/0
4.9010
1.6*
2.5°I° I
I Inpatient HOPD ED

Overall Pharmacy Office, urgent care Hospital
and retail clinic total
2017-2019 ® 2019-2022

Notes: pharmacy spending is net of rebates.
Sources: HPC analysis of Center for Health Information and Analysis All-Payer Claims Database V2021 and V2022 (for hospital and office spending); Center for Health
Information and Analysis Annual Report on the Performance of the Massachusetts Health Care System, 2019-2022 (for pharmacy and overall spending).

¢ Prescription drug
spending grew 10x
faster from 2019 to
2022 as it did from
2017 to 20109.

¢ Hospital spending
patterns partly
reflect a shift of
some surgeries from
inpatient to
outpatient settings.

24



Commercial spending growth has increasingly been driven by growth in prices rather

than utilization.

Payer-reported percent change in commercial unit costs (prices) and utilization for a large Massachusetts insurer from previous year to the year shown

%
10% 9.8

8%
6%
4%

20/0 1 lo"/n

0.0* 0.1% -4.7% -0.5%
- |

2017 2018 2019 2021 20!!

-2%

-4%

-6%

Unit cost ® Utilization

Sources: Pre-Filed Testimony submitted to the HPC in advance of the 2021, 2022 and 2023 Annual Cost Trends Hearings. Trends reflect data from BCBSMA. 25



Emergency department and hospital inpatient utilization are below pre-pandemic

levels, down 6.3% and 7.2% respectively, from 2019 to 2023.

Number of ED visits and acute care hospital inpatient discharges by type, FY 2019 and FY 2023

EMERGENCY DEPARTMENT INPATIENT
-5l9°I bl 19 9
1,500,000 /—\"/ 500,000 /5-6&/

1,200,000
~7.0% 400,000
900,000 300,000
600,000 200,000 -2.2% -17.4%
300,000 100,000 I
0 0
Avoidable ED visits  All other ED visits All other Maternity Scheduled
® FY 2019 ® FY 2023

Notes: Excludes out-of-state residents. Avoidable ED visits are based on the Billings algorithm, which classifies an ED visit into the following categories: Emergent - ED care needed and not avoidable; Emergent - ED care needed

but avoidable; Emergent - primary care treatable; and Nonemergent - primary care treatable. "Avoidable" is defined here as ED visits that were emergent - primary care treatable or non-emergent - primary care treatable. Inpatient
discharges were excluded if they were transfers, had a length of stay greater than 180 days, or rehabilitation. Two hospitals were excluded for the entire study period due to missing data for one or more quarters. 26
Sources: HPC analysis of the Center for Health Information and Analysis Hospital Inpatient and Emergency Department Discharge database, FY2019 and FY2023, preliminary FY2023.



Between 2020 and 2023, the percentage of ED patients who boarded (stayed longer

than 12 hours) increased from 6.1% to 10.2%.

Percent of ED visits that boarded (=12 hours in ED) by type and fiscal year, 2020 to 2023

50%
40% 38.0% 38.3%
35.1%
31.1%
30%
20%
9.7% 10.2%
10% : 7.8% . T.7% 8.4%
6.1% 4.0 . 5.6% l

. 0
- | B

2020 2021 2022 2023

m Overall ®mNon-BH BH

Notes: Emergency department visits identified using both emergency department and inpatient data. The HPC defines ED boarding as greater than or equal to 12 hours in the
hospital ED. Does not include visits that resulted in an observation stay. Visits at specialty hospitals and “hospital at home” programs are excluded, as well as visits at two hospitals
with incomplete data during the study period. One additional hospital was excluded due to irregular length of stay data. Due to incomplete ED length of stay information in inpatient
data, visits at the following hospitals were assumed to have boarded if they lasted more than one calendar day: UMass Memorial Medical Center - University Campus and Memorial
Campuses, HealthAlliance Clinton Hospital, HealthAlliance Leominster Hospital, and Marlborough Hospital.

Sources: HPC analysis of Center for Health Information and Analysis (CHIA) Case Mix Emergency Department Database (EDD) and Hospital Inpatient Discharge Database (HIDD),
FY2020 to FY2023.

These numbers include
patients who boarded in
the ED prior to being
admitted to the same
acute care hospital.

CHIA's EDD dashboard
finds average wait time
for “treat and release” in
the ED increased from
4.2 hours in late 2018 to
5.5 hours in mid-2023.

27



Average hospital length of stay has increased by roughly half a day since 2019, but the

increase has been almost entirely for patients discharged to SNFs and home health care.

Average length of stay (days) for scheduled admissions and admissions from the ED (combined) by discharge disposition, January 2019 to
September 2023

10
8
) w— - - e — 5 8
4 3.4 — —
o — e 3.6
2
0
Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar May Jul Sep
2019 2020 2021 2022 2023
e==Home health ===Routine SNF

Notes: Based on patient discharge date and includes only admissions from the emergency department and scheduled admissions. COVID-related discharges are excluded. Excludes pediatric, maternity, BH, and
rehabilitation admissions and admissions with length of stay greater than 180 days. Two hospitals were excluded for the entire study period due to missing data for one or more quarters.

Sources: HPC analysis of the Center for Health Information and Analysis (CHIA) Hospital Inpatient Discharge Database, FY2019 to FY2023, preliminary FY2023 28



Workforce shortages throughout the health care continuum can contribute to delays in

patient access to needed care and bottlenecks to timely transitions across care settings.

PATIENTS IN COMMUNITY

/__

Delayed\‘

care . . .

Avoidable emergency Avoidable hospital use
department use \\

e o e ______ .| INPATIENT MEDICAL
OUTPATIENT EMERGENCY
CARE Emergency DEPARTMENT Emergency INPATIENT
department department BEHAVIORAL HEALTH
boarding

Delayed care

Delayed care

and reliance and reliance
on informal on informal
caregiving caregiving

DOM
Q X

Discharge bottlenecks Discharge bottlenecks
and increased and increased

Wrong setting of care length of stay length of stay
o Stuck in inappropriate care setting . 3
*All further exacerbated by staffing shortages POSJA‘;%UTE HI-IIEcIill\_nTEH

in ambulance/EMS/medical transport

1 Massachusetts Health and Hospital Association. An Acute Crisis: How Workforce Shortages are Affecting Access & Costs. October 2022.

N

Discharge bottlenecks
and increased
length of stay
LONG-TERM CARE
RESIDENTIAL CARE

29

2 Lazar K. There’s a new cause for Boston’s ambulance delays: Hospital overcrowding. The Boston Globe. January 30, 2023. Available at: https://www.bostonglobe.com/2023/01/30/metro/boston-ambulance-response-times-slow/



Over the past ten years, the price paid per commercial hospital stay increased nearly

5% per year from 2013 to 2022, double the rate of inflation.

Average inpatient spending per commercial discharge, 2013-2022

$21,710

$20,437 $20.866
s17.020 $17:739 s18433 ool
$14,117 $14,954 e » The average price per
discharge increased
54% from 2013 to 2022
while inflation increased
25%, in total.

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Sources: HPC analysis of the Center for Health Information and Analysis (CHIA) Hospital Inpatient Discharge database, 2013-2022 and Annual reports, 2015-2024; Bureau
of Labor Statistics, CPI-U for the greater Boston metro area. Inflation averaged 2.5% annually from 2013 to 2022. 30



Clinician-administered drugs are a significant driver of hospital outpatient spending

growth. Prices are much higher than if the same drugs are provided in office settings.

Price distribution of Neulasta (which helps to reduce the chance of infection after receiving chemotherapy), by setting of care, 2021

$0 $3,000 $6,000 $9,000 $12,000 $15,000

Medicare

$3,450

$3,572 $4,833

75TH 95TH
Office |—| |
$3.204
MEAN
$9,024 $12,856
75TH 95TH
Hospital | |
outpatient }—{ | |
department $6,308
MEAN
50th
stn | —] str
25th 75th

Notes: Neulasta can be given as an injection or as a patch applied to the skin, branded as Neulasta Onpro. This exhibit shows prices for Neulasta OnPro (identified using CPT code J2505).
Sources: HPC analysis of Center for Health Information and Analysis Massachusetts All-Payer Claims Database, V2021, 2021. HPC analysis of information from the Centers for Medicare and Medicaid Services, ASP Drug

Pricing Files (2020-2021). 31



Average commercial spending (gross) per branded prescription fill increased 10% per year

since 2017, from $684 to $1,103, with 5% of prescriptions exceeding $6,077 in 2022.

Gross spending distribution per branded prescription, 2017-2022

$0 $1,000 $2,000 $3,000 $4,000 $5,000 $6,000
2017 { | I -~ I » Average spending per
| | branded prescription
2018 { | [ or52 I increased 61% from
sors | | . 2017 to 2022.
$815
| | » The price of generic
2020 | - | drugs has remained
20z | | | . | stable, with an average
$1,059 | sdorr spending of $30 per
2022 | | I ° I prescription in 2017 and
31,103 $34 in 2022.
® Average Al |_ T _| £
25th  75th

Notes: Claims with implausible spending and cost-sharing values were excluded. COVID-19 vaccines were excluded from analysis in 2021 and 2022.
Sources: HPC analysis of the Center for Health Information and Analysis (CHIA) All-Payer Claims database, V2021 2017 and V2022 2018-2022. 32



Average out of pocket spending for a 30-day supply of prescription drugs for several

common chronic conditions doubled from 2017 to 2022.

Average cost sharing per prescription (30-day supply) for selected classes of drugs, 2017-2022

$206
$200 @® 148.0% Antiarthritic drugs
@ 119.7% MS drugs
$174
$1 50 $141
o
121
$115 ’ ‘40
$102 e @ e $125
$100 0%112 s
$83/.
o= $94 ;
$64 67
$79 548 $39 $32__.___‘ 62.6% Non insulin diabetes
S
A/
$0 2017 2018 2019 2020 2021 2022

Notes: Drugs were identified based on lists or clinical guidelines published by the Arthritis Foundation, American College of Rheumatology, American Diabetes Association, and National MS society. Clinician-administered
drugs, which are typically covered under a plan’s medical benefits, are excluded. 33
Sources: HPC analysis of Center for Health Information and Analysis All-Payer Claims database, 2017-2022.



Health insurer administrative costs have risen over 50% since 2017.

Payer non-medical expenses by category, per member per yeat, in the fully-insured market, 2017-2022

BROKER COMMISSIONS PROFIT/LOSS
$600
$400
19% $224
$200 | |
$134
$112 . $100 $100
1111 Em_ [
$O 2017 2018 2019 2020 2021 2022 2017 2018 2019 2020 2021 2022 2017 2018 2019 2020 2021 2022
$(139)
$-200

Notes: Data reflect the fully-insured market only. Exhibit does not show two other categories of non-medical expenses, which are federal and state taxes & fees and HCQI and fraud reduction expenses. Claims cost per
member per year was $6,264 in 2022. Insurer administrative spending in the merged market is subject to state administrative expense and medical loss ratio standards.

Sources: HPC analysis of Center for Health Information and Analysis, Annual Report on the Performance of the Massachusetts Health Care System, 2021-2024. 34
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Between 2020 and 2022, growth in health insurance premiums and claims spending

outpaced wages and inflation, with a 26% increase in cost-sharing.

28%

26% Cost-Sharing
24%

20%

@® 18% Claims Covered by
0 Payers and SI Employers

0,
16% ®
129 /?;;2@) Premiums (FI Only)
" (@) 11% Regional Inflation
- /U Wages and Salaries
O >

Percent Change from 2020

8%

4%

0%

2020 2021 2022
36

Sources: Center for Health Information and Analysis Annual Report on the Performance of the Massachusetts Health Care System, 2024.



Annual premium increases for companies with fewer than 50 employees and

individuals purchasing their own insurance have averaged 6-8% in recent years.

Year-over-year approved enroliment-weighted average premium increases for the Massachusetts merged market, 2018-2023

I II AVERAGE: 7.2% III I
2018

2019 2020 2021 2022 2023
AN (s2] < — AN (s2] < — N (s2] < — N (s2] < — AN (90] <t — AN (s2]
] g g g ] g g g g g g a a g ] g g g a g g a

Notes: The Q1 2018 increase was 18% due to federal changes to cost sharing reduction subsidies in the Affordable Care Act exchanges. This data point was not shown in the figure.

Sources: Massachusetts Division of Insurance merged market quarterly rate increase data. 37



Enroliment in the small group market declined further in 2022, as premiums grew nearly 50%

from 2012 to 2022 and 3 in 4 members are enrolled in high deductible health plans. Y HPC

Small group (firms with between 1 and 50 employees) enrollment, percent of plans with HDHPs, and average family premiums

350/0 $1 6'400 750/0 $24l3oo +48-5°Io
HDHP Annual family HDHP Annual family from
premium premium 2012
)0,000 : .

2NN ';}\ (
000 Of
UU,UU
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L]
AAA A A °
400.00(
+UVU,UVUVU :
200 OO0
ZJUU, UUVU
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2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Notes: High Deductible plans are defined by the IRS as single/family plans with a deductible of more than $1,200/%$2,400 in 2012 and of $1,400/$2,800 in 2022. Enroliment reflects membership in commercial carriers
and health maintenance organizations.
Sources: Premium and HPHC data from Center for Health Information and Analysis (CHIA) Annual Reports. PMPM premium data from the CHIA Annual Reports were converted to family premiums using data from the

Agency for Healthcare Resources and Quality (the MEPS-IC). Enroliment data from Massachusetts Division of Insurance, Individual/Small Group Membership Report, 2010-2022. 38



In 2022, half of commercially-insured residents faced total family premiums above

$23,000 and deductibles greater than $2,900 per year.

Distribution of annual premiums (including employer and employee contribution) and deductibles for family
coverage in Massachusetts, 2022

PREMIUMS DEDUCTIBLES # In 2022, one in four
commercially-insured
residents faced total

$31.000+ $7.000+ family premiums above
27,000 and
$27,000-$31,000 $4,500-$7,000 527, _
deductibles over $4,500
$23,000-$27,000 25% $2,900-$4,500 259% per year.

In 2017, the comparable
premium and deductible
amounts (75t
percentile) were

$930 or less 10% $24,000 and $3,800,
respectively.

$20,000-$23,000 25% $1,900-$2,900

$16,000-$20,000 15% $930-$1,900

hJ

$16,000 or less

Sources: Agency for Healthcare Research and Quality: Medical Expenditure Panel Survey-Insurance Component, data for Massachusetts, 2017 and 2022. 39



The percentage of commercially-insured Massachusetts residents enrolled in high

deductible plans has increased from 16% to 42% from 2013 to 2022.

Percentage of Massachusetts commercial enrollees with a high-deductible health plan, 2013-2022

41.8% 42.4%

39.1%
3500 S13%
28.5% # Adults with high
24.5% deductible health plans
1000 209% are twice as likely to go
16.0% without needed health
care or prescription
drugs because of cost.

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Notes: High deductible plans are defined federally as a plan having a single/family deductible of $1,250/$2,500 in 2013-2014; $1,300/$2,600 in 2015-7;
$1,350/$2,700 in 2018-9 and $1,400/$2,800 for 2020-22. GIC plans do not allow high deductibles.

Sources: Center for Health Information and Analysis, Annual Report on the Performance of the Massachusetts Health Care System, 2016-2024. 40



What is the impact of rapid premium and cost sharing growth on take-home pay?

A Massachusetts family with median income ($117,000) and employer-sponsored family
coverage receives a salary increase of 3%.

How much of that raise goes into the family’s pocket?

SCENARIO 1 SCENARIO 2
% 8%
3% 0
increase in health insurance increase in health insurance
premiums and cost sharing. premiums and cost sharing.

Note: Income data based on Massachusetts median family income according to the American Community Survey, 2019-2022. 3% is the average growth in family income from 2019-2022. 8% was the cost-sharing increase 41
for employees of small and mid-sized firms in 2022, and the approximate merged market rate increase.



Nearly half of the salary increase is offset by the 8% increase in health insurance premiums

and out of pocket costs, leaving just $123 more per month in take-home pay.

Monthly increase in take-home pay for a worker with family coverage, $117,000 income in 2021, with a 3% salary increase.

SCENARIO 1 SCENARIO 2
$250
39
$200 ($ )
- ($104)

$150

TO

$100 TAKE

HOME
$50

$0 —
Monthly take-home raise Monthly take-home raise if Monthly take-home raise if
before health care increase premiums and cost sharing premiums and cost sharing

increase 3% increase 8%

Notes: Modeling assumes that 1) 75% of employees in the firm take health care coverage offered by the hypothetical employer, 2) the employee faces a 20% average tax rate on salary and a 30% marginal tax rate on the
salary increase, and 3) employer and employee premium contributions are not taxed but out of pocket spending is after-tax.
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2023 Health Care “Hpc
Cost Trends Report

PO"CY Modernize the Commonwealth’s Benchmark Framework to Prioritize
Health Care Affordability and Equity For All.

Recommendations

Constrain Excessive Provider Prices.

Enhance Oversight of Pharmaceutical Spending.
Make Health Plans Accountable For Affordability.
Advance Health Equity For All.

Reduce Administrative Complexity.

Strengthen Tools to Monitor the Provider Market and Aligh the Supply
and Distribution of Services With Community Need.

Support and Invest in the Commonwealth’s Health Care Workforce.

Strengthen Primary and Behavioral Health Care.




2023 Health Care
Cost Trends Report
Policy
Recommendations

‘>HPC

Modernize the Commonwealth’s Benchmark Framework to
Prioritize Health Care Affordability and Equity For All.

The Commonwealth should strengthen the accountability mechanisms of
the benchmark such as by updating the metrics and referral standards
used in performance improvement plan (PIP) process and enhance
transparency and PIP enforcement tools. The state should also
modernize its health care policy framework to promote affordability and
equity including through the establishment of affordability and equity
benchmarks.

» Strengthen the Health Care Cost Growth Benchmark
» Establish New Affordability Benchmark(s)
» Establish New Health Equity Benchmark(s)
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Recommendation 1A:
Strengthen the Health
Care Cost Growth
Benchmark

Strengthen the Health Care Cost Growth Benchmark ‘>|.|pc

To improve the mechanisms to monitor health care spending performance, the
Legislature should strengthen the existing health care cost growth benchmark
framework by:

(4

”

Directing CHIA to use metrics in addition to growth in health status adjusted
total medical expense (HSA TME) to refer entities to the HPC for review and a
potential performance improvement plan (PIP). Such a change would enable
CHIA to refer a broader range of entities that contribute to health care spending.

Directing CHIA to develop differential standards for referral to the HPC that
recognize that health care entities vary considerably in their baseline spending
levels, pricing levels, and populations served, and that reflect that spending
growth may be more or less concerning based on such factors.

Requiring that referrals of entities to the HPC for review and a potential PIP
be made public.

Strengthening the PIP process to further deter excessive spending,
including by allowing the HPC to apply escalating financial penalties for above-
benchmark spending or non-compliance, similar to policies in other states.
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Recommendation 1B
and 1C:

Establish New
Affordability and
Health Equity
Benchmark(s)

Establish New Affordability and Equity Benchmarks ‘>|.|pc

To advance health care affordability and health equity, the Commonwealth should
complement and bolster the existing health care cost growth benchmark
framework by:

# Developing an accountability framework for affordability of care for
Massachusetts residents. As part of a strategy that tracks improvement on
indicators of affordability, including the differential impact of both health plan
premiums and consumer out-of-pocket spending by income, geography,
market segment, and other factors, an affordability index should be
measured annually in a benchmark-like process.

# Undertaking a coordinated effort across state agencies and sectors to
identify high-priority areas of health inequities, set measurable goals for
improvement, develop a framework for accountability, and report annually on
progress.

To enable public transparency and accountability, the state’s performance on the
affordability and health equity benchmark(s) should be incorporated into CHIA’'s

Annual Report and the HPC’s Annual Cost Trends Hearing. 46
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