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I. Introduction 

Since 2024, OHIC has convened its Payment and Care Delivery Advisory Committee to discuss challenges 
confronting value-based care in Rhode Island’s commercial insurance market.  OHIC’s objective for this series of 
meetings was for the Advisory Committee to develop concrete recommendations for how value-based contracts 
for the total cost of care should be structured and financed so that they produce improved population health, 
sustainable cost growth, and financially stable provider organizations. 

One identified challenge was ACO management of medical expenses that were beyond ACO and participating 
clinician control.  Chief among these, according to ACO representatives, was pharmacy spending associated with 
high-priced brand drugs.  Such drugs are often under patent and lack therapeutic equivalents.  Over the course 
of multiple meetings of the Advisory Committee and its Pharmacy Work Group, consensus formed around the 
application of a pharmacy stop-loss arrangement.  This document describes the two approaches for which 
Advisory Group members expressed interest during the March 20, 2026 meeting. 

II. Option 1: Member-level Stop-Loss 

Background: Option 1 was agreed upon in concept during the Advisory Committee’s December 9, 2025 meeting.  
BCBSRI agreed to model Option 1 and then present its findings to the Advisory Committee 

Description: ACO risk for retail pharmacy spending would be capped for each attributed member per year at a 
dollar value between $30,000 and $50,000, as informed by BCBSRI modeling.  Any member’s pharmacy spending 
above the cap would be excluded from both the base-line budget calculation and the measurement period total 
cost.  The specific stop-loss attachment point value would be negotiated by the ACO and the insurer.  Pharmacy 
spending covered by the medical benefit, i.e., clinician-administered in a professional office, hospital outpatient 
or hospital inpatient setting would be excluded from the pharmacy-specific stop-loss. Any pre-existing stop-loss 
arrangements would need to factor in or be adjusted with consideration for the new pharmacy-specific stop-loss.  
For example, if there was already a combined medical / pharmacy stop-loss arrangement in place, it could be 
split into separate medical and pharmacy stop-loss arrangements. 

The insurer would cost the pharmacy stop-loss provision as a PMPM value to be included in the calculation of 
annual spending towards the ACO budget target.  

Pros: 

• The ACO is protected against an unanticipated spike in high-cost pharmacy spending that could result 

from market introduction of some new expensive drugs, and from an increase in utilization of clinically 

indicated high-cost drugs (over the stop-loss threshold) over and above that assumed in the benchmark. 
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• ACO is protected against some downside risk as their TCOC would be reduced when excluding high-cost 

RX spending. 

Cons: 

• There is a cost to the protection for the ACO and there is some risk that the cost of the protection could 

exceed the benefit received by the ACO. 

• The ACO passes up some opportunity to earn savings as its TCOC would be reduced when excluding 

high-cost pharmacy spending. 

• The ACO loses motivation to manage pharmacy spending or coordinate with specialists for members 

with drug claims above the stop-loss level. This could be mitigated by including some risk sharing above 

the stop-loss threshold. 

• The ACO would not be protected against overall pharmacy price increases or increased utilization of 

higher cost drugs that fall below the stop-loss threshold. 

 

III. Option 2: Aggregate-level Cap 

Background: During the Advisory Committee meeting on March 20, 2026, a member suggested that in addition 
to member-level stop-loss, there should be an aggregate-level cap with no stop-loss premium cost to the ACO.   

Description: ACO risk for retail pharmacy spending would be capped for all attributed members per year at a 
PMPM dollar value.  For example, if prior year retail prescription drug spending was $10 PMPM (after accounting 
for any individual stop-loss exclusion), and retail pharmacy trend was forecast at 5%, the aggregate cap could be 
set at a trend rate of 8%, or $10.80 PMPM.  The higher trend rate allows for some assumption of risk by the ACO 
over and above the projected amount, without shifting the entire risk of higher drug prices and utilization. The 
difference between the forecasted trend and the trend applied to the cap could be adjusted based on the level 
of risk the ACOs are comfortable retaining.  Aggregate member pharmacy spending above the cap, and after 
accounting for any individual stop-loss arrangement, would not be charged towards the ACO’s budget.  Pharmacy 
spending covered by the medical benefit, i.e., clinician-administered in a professional office, hospital outpatient 
or hospital inpatient setting would be excluded from the cap. 

The insurer would not count any amount spent over the aggregate PMPM cap in the calculation of annual 
spending towards the ACO budget target.  The excess spending would be treated as insurance risk rather than 
ACO performance risk, and thus excluded from the total cost of care.   

Pros: 

• The ACO is protected against an unanticipated spike in aggregate pharmacy spending that could result 

from market introduction of a new expensive drug, and from an increase in utilization of high-cost drugs. 

The ACO is also protected against general high rates of unexpected pharmacy spending growth. 

• ACO is protected against some downside risk as its TCOC would be reduced when excluding RX spending 

significantly above projections. 

Con: 

• The ACO loses motivation to manage pharmacy spending for all members if the aggregate cap is met. 

This could be mitigated by adding some risk sharing above the cap. 

 


