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Approval of October Meeting Minutes



Approval of Meeting Minutes

- Project staff shared minutes from the October 6t Steering
Committee in advance of today’s meeting.

= Does the Steering Committee wish to approve the October
meeting minutes?




Governor’s Budget Bill



Governor'’s Budget Bill (1 of 2)

= |In response to mounting health care affordability concerns, this past
September, Governor McKee directed OHIC to “undertake an aggressive review
of the drivers of health insurance premiums and identify ways to control these
costs.”

* In response, OHIC put forth a legislative proposal (Article 11, Section 12 of the
Governor’s FY2027 budget) with the following elements:

= maintaining the current cost growth target construct and public reporting
framework;

= establishing an all-payer primary care investment target (inclusive of Medicare and
Medicaid);



Governor’s Budget Bill (2 of 2)

= holding an annual public hearing, where health insurers, pharmaceutical
benefit managers, pharmaceutical manufacturers, and large provider entities
are called to provide testimony on their experience, performance relative to
the targets, and/or contribution to health care cost growth in the state; and

= instituting new enforcement authorities, including the authority to require
performance improvement plans and potentially assess financial penalties
(these enforcement authorities will not apply to Medicaid or Medicare
spending).

= The proposal also creates two distinct advisory bodies to be convened by
OHIC. One would be a small affordability advisory committee, and the
second a broader stakeholder advisory committee (modeled after the Cost
Trends Steering Committee).



2024 APCD Cost Driver Analysis Findings



APCD Analyses Provide Insight into 2024 Drivers

= OHIC is currently in the process of analyzing 2024 payer data
submitted as part of the annual cost growth target request.

- To supplement these analyses and to get a more detailed picture
of the drivers of spending (e.g., unit payment vs. utilization
growth), OHIC looks to data from the state’'s APCD.

« OHIC's APCD dashboards (located on the OHIC website) will be
updated with 2024 data in the coming months. The following slides
provide a first look into some of these data.




AT A GLANCE: New for 2024: Utilization and prices played
equal roles in driving spending growth for medical services

2024 Commercial Market Cost Drivers for Medical Services

Year PMPM % Diff in % Diff in % Diff in
PMPM PPU UPK

2022 $428 2.1% $368 4.2% 13,945 -1.5%
2023 $465 8.7% $399 8.3% 13,999 0.4%
2024 $484 4.0% $406 1.9% 14,296 2.1%

In 2024, utilization and unit payments each had low growth, playing equivalent
roles in driving costs for medical (non-pharmacy) services. Additionally, growth
In unit payments was far below what was observed in 2023.

Preliminary data from OHIC's cost growth target data analysis indicate that
spending growth for medical and Rx combined was much higher than 4.0%.



In 2024, Spending on Retail Pharmacy was Driven by
Increases in Average Unit Payments

2024 Commercial Market Cost Drivers for Retail Pharmacy

Year % Diff in % Diff in % Diff in
PMPM PPU UPK
$75

2022 $112 18,117
2023 $112 -0.1% $74 -2.4% 18,184 0.4%
2024 $121 71.9% $84 14.1% 17,180 -5.5%

The data shown above incorporate estimated adjustments after pharmacy
rebates (using data submitted by payers for the cost growth target analysis).

Spending growth on prescription drugs continued a multi-year pattern of being
driven by increases in average unit payments. We will explore the growth in
unit payments for retail pharmacy shortly.



2024 Commercial Market

. . Service % Diff % Diff

Cost Drivers: Medical Category in in UPK
Service Categories PMPM

Inpatient hospital P Hospital 2023 $107 $17,236 75

,szgg'drng repamec;lfﬂe;\t 2024 §106  -12% $19217 11.5% 66  -11.4%

n th"WIt .}(/ery '9 Bl 0P Hospital 2023 $169 $890 2277

growth in unit payments : - -

Palanced by alutilization | 2024 $179  61%  $915 2.8% 2349  3.2%

e Professional 2023 $177 $195 10,890

2024 $187  58%  $201 3.2% 11,163  2.5%

Growth in unit payments

and utilization played Historically, spending growth has been dominated by unit

equivalent roles in payment increases. It is notable that for 2024 Outpatient

UMie IS sERCIRICRCIEIIIUNN | ospital and Professional services unit payment growth was

for OP hospital ar\d modest.
professional services.
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Major % Diff % Diff % Diff

P . Diag. in in PPU in UPK
Digging into IP Category PMPM
Hospital Cost
Drivers for 2024 Eye 2023 $0.06 $14,899 0.0

Disorders
There were groups of 2024 $0.12  97.6% $30,273 103.2% 00  -28%
Inpatient services where Other 2023 $0.73 $43,284 0.2
: Disord
unit payments PO 2024 5089 228%  $68306  57.8% 02  -22.2%

increased significantly.

Note: Values display as “0” due to rounding.

OHIC's Inpatient Trend .
by DRG dashboard = Eye Disorders: The dashboard shows that there were high

increases for these disorders.

= Other Disorders: The large increase in unit payment for this
category reflects extensive procedures performed that were
unrelated to principal diagnosis.

allows users to drill-
down beyond the MDC
level for more
specificity on cost
drivers.
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Digging into OP
Hospital Cost
Drivers for 2024

The Outpatient and
Professional
Procedures dashboard
allows OHIC to dig

more into the cost
drivers for OP hospital
services.

Service % Diff % Diff

Category in in UPK
PMPM
Administered 2023 $24.18 $1,022 284
Drugs
J 2024 $26.57 99% $1,137 11.2% 280 -1.2%
OP Surgery 2023 $55.30 $2,716 244
2024 $57.38 3.8% $2,905 6.9% 237 -3.0%
ED 2023 $17.72 $1,224 174
2024 $19.75 11.5% $1,282 4.8% 185 6.4%

= Administered drugs was the #1 cost driver in PMPM termes,
contributing $2.39 to OP hospital spending growth. This was
primarily driven by growth in chemotherapy spending (up
11%) and non-oncologic injections (up 10%).

= OP Surgery was the #2 cost driver, driven by growth in unit
payments (7%).

= ED, the #3 cost driver, was driven by growth in both unit

payments and utilization. s



Digging into
Professional
Services Cost
Drivers

= E&M Visits and
Behavioral Health
services each
contributed more than
$2 PMPM to
Professional spending.
E&M spending was
driven by PPU, while
Behavioral Health
spending by UPK.

Service
Category

E&M
Established Pt
Visit
Behavioral
Health

Service

Category

Administered
Drugs

ED

OP Surgery

% Diff
in
PMPM

$228
$270
$390

$430
$388

$401

3.6%

% Diff
in UPK




Summary

= While cost growth target analysis is being finalized, APCD data indicate that
2024 will be the second consecutive year in which RI will have failed to
meet the cost growth target (which was 5.1% for 2024 due to an upward
inflation adjustment).

= |npatient hospital services was the only major service category where
spending remained flat.

= For the first time, retail pharmacy (pre-rebate) is the largest source of
commercial spending across the major service categories. We will now
examine spending, unit payment, and utilization trends on prescription
drugs.



Longitudinal Pharmacy Data



High Drug Prices Continue to Drive Spending Growth

= High pharmacy prices have continued to drive cost growth and
threaten health care affordability for residents.

= In recent years, much attention has been given to glucagon-like
peptide (GLP-1) agonist medications due to rapid growth in their use
and their high unit prices. These medications have provided
iImmense benefit to many patients, as they are highly effective for
weight loss.

=  While extremely effective, these medications have high price points,
averaging about $900 per unit, according to data from the RI APCD.



Spending on GLP-1s Has Grown

= From 2022 to 2024, Total Spending on GLP-1s
commercially-insured Rl $99.9
residents spent more on GLP-1s
each year. In 2024, commercial $63.5

spending on these medications
in the APCD totaled $100M. =

= These spending amounts are
likely an underestimate, as the 2022 2023 2024
APCD does not contain the
entirety of the self-insured
market.




...But GLP-1s are NOT the Entire Story

= However, while GLP-1s have contributed to spending growth, they are
not solely responsible for driving Rx costs up at unsustainable rates.

= Even after excluding GLP-1s from the analysis, spending and unit
payment growth remain elevated from 2022 to 2024.

_ % Change in PMPM % Change in PPU % Change in UPK
2023 2024 2023 2024 2023 2024

Incl. GLP-1s 11.8% 1.6% 11.3% 12.8% 0.4% -5.5%

Excl. GLP-1s 7.6% 3.3% 6.4% 8.4% 1.2% -4.7%

Note: These data are before rebates are incorporated.



Retail Pharmacy Spending With and Without Rebates

= OHIC receives aggregated rebate amounts, by insurance market, as
part of the cost growth target data collection request. OHIC can apply
the share of rebates in 2023 and 2024 to estimate the impact on

spending in the APCD.

= When incorporating rebates, spending growth increased, but more so
when GLP-1s are excluded.

_ Pre-Rebate Post-Rebate

2023-24 % Change 2023-24 % Change
Incl. GLP-1s 7.6% 7.9%
Excl. GLP-1s 3.3% 4.5%



Immunological Agents: A Drug Category of Interest

The drug category with
the highest spending has
been, by far,
Immunological Agents. In
2024, this category had
$251M in commercial
APCD spending. The
category with the second-
highest spending was
diabetes drugs, trailing far
behind with $103M in
spending.

Spending for Top 20 USP Categories in 2024

Immunological Agents

Blood Glucose Regulators
Antineoplastics

Respiratory Trocl/Pu\monory Agents
Anti-Obesity Agents

Antivirals

Central Nervous System Agents
Blood Products and Modifiers
Cardiovascular Agents

Antimigraine Agents

Gastrointestinal Agents

Genetic, Enzyme, or Protein Disorder: ..
Non-Medicinal

Antidepressants

Dermatological Agents
Antibacterials

Antipsychotics

Ophthalmic Agents

Anticonvulsants
Anti-Addiction/Substance Abuse Tre..

$0M  $20M $40M $60M

$80M $100M $120M  $140M  $160M  $I8OM  $200M  $220M  $240M $260M




Service Total % Diff in Avg

. Category Spend (in PPU Annual
Unit Payments on millions) Change
Immunologics Have Humira
Grown Consistently
Digging into
Immunologics reveals that 24.0% 5 69
the top-spend drugs in $12.939
this category have §14.687
generally experienced §12.399
large annual unit payment §12.519
Increases. §13 387

Dupixent Pen 2020 $0.2 $3,046
2021 $2.75 $3,168 4.0%
2022 $5.51 $3,336 5.3%
2023 $8.78 $3,550 6.4%
2024 $14.7 $3,779 6.5% 24.1% 5.5%

Note: These three drugs are among the top five highest-spending drugs in 2024,
24




Summary

= While the recent attention on GLP-1s is warranted, there is much more to the
story of rising spending on prescription drugs.
= Humira, one of the best-selling drugs of all time, has remained in the spotlight for years
given its excessive price and ability to stave off competition, due to its extensive patent
thicket. However, once its patent expired in 2023, its price dropped, and several cheaper

biosimilars and alternatives are now available. OHIC will report more on this
phenomenon.

= As for other drugs, over the last five years, unit payments have increased significantly.
What was shared previously is just a small snapshot of expensive brand-name drugs.
There are likely many others that experienced large unit payment increases in this period.

=  OHIC will dive more deeply into retail pharmacy as a cost driver when it
publicly reports 2024 performance against the cost growth target in May.



Discussion

» Please share your reactions to the analytic findings presented (on
medical services, or prescription drugs).

» What policy recommendations do you have to propose to address the
identified health care spending cost drivers (both medical services and

retail pharmacy)?




Update on AHEAD



Updates on Rhode Island’s Participation in the AHEAD Model

=  Commissioner King will provide an update on the status of discussions
with CMMLI.




Update on the Rural Health
Transformation Program



Rural Health Transformation Program

= In December, Rhode Island’s application for the five-year Rural Health
Transformation Program (RHTP) was approved by CMS. Rhode Island was

awarded $156,169,931 for Year 1.

= Rhode Island’s proposal to improve rural health care centered on five goals

and strategies:
1) Improve the Health of Rural Residents

2) Expand Access to Comprehensive, Quality, Low-Cost Care
3) Strengthen the Rural Health Care Workforce

4) Accelerate Value-Based and Affordable Care Models

5) Integrate Technology into Rural Practice

= A representative from EOHHS will provide an update on RHTP.



Public Comment



Next Steps and Wrap-up



Upcoming Meetings

= The Steering Committee’s next meeting will take place in April.

= The annual Cost Trends public forum will be held on May 18t from 9 AM -
12 PM at the Crowne Plaza in Warwick.

= |f you have not received the calendar invitation, please contact Jessica at
Jmar@bailit-health.com.
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