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Executive Summary

The State of Tennessee engaged Aon Hewitt to review the return on investment (ROI) analysis of the
Lifestyle Management (LM) programs provided by Healthways. The purpose of this analysis is to validate
if Healthways’ contractual savings obligation of the LM program was met. The LM risk factors include
Alcohol Overuse, Blood Pressure, Body Mass Index, HDL Cholesterol, Total Cholesterol, lliness Days,
Life Satisfaction, Medication for Relaxation, Overall Perception of Health, Physical Activity, Stress, and
Tobacco Use. For plan year 2015, also defined as Reporting Period Year 3, our findings indicate that
Healthways did meet the guaranteed target ROI of 1:1.

Aon Hewitt recommends reviewing the programs where the individual’s risks have worsened or not
improved since the inception of this program. Also, Aon Hewitt recommends continuing to track the LM
ROI to ensure the long term success and investment of the State’s resources.

Actuarial Assumptions and Methodology

The methodology used for LM financial outcome analysis is to measure the member’s behavioral risks
over time. The risk levels are measured using the Healthways Well-Being Assessment and/or biometric
assessment. If biometric data is available for the minimum time period and the maximum time period, it
will take precedence over the responses on the Well-Being assessment. The calculation takes into
account the net effect of risk mitigation, risk elimination, the addition of new risks, and risk escalation to
capture value associated with incremental changes (increases or decreases) in risk.

The estimated savings is the monetary value of each risk change (positive or negative) taking into
consideration the member's age and the number of years the member was in the Partnership Program
(see Appendix for more details). Healthways adjusted the risk value table by establishing cost and
clinical profile factors from the State of Tennessee claims file data resulting in a customized valuation
model based on the medical claims and risk profile. By applying this adjustment, the savings attribution of
Healthways’ LM coaching program are based on the State of Tennessee’s actual risk profile,
demographic composition and health care claims cost. Aon Hewitt validated the adjustment to the risk
value table.

The methodology was outlined in Healthways' request for proposal (RFP) response, and was mutually
agreed upon by the State of Tennessee, Healthways, and Aon Hewitt before the actual calculation was
conducted.

Assumptions

The section below describes the assumptions that were used in the ROI analysis.

1. T1-This is the first time period where the members’ risks were measured

2. T2 -This is the second time period where the members’ risks were measured
3. T3 -This is the third time period where the members’ risks were measured
4

T4 — This is the fourth time period where the members’ risks were measured. This time period is
used to measure the success of the first three years of the program.
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STATE OF TENNESSEE has defined a participant to be eligible based on the following criteria:

1. Successful completion of the Well-Being Assessment survey each calendar year being measured for
existing members. New employees must complete the survey within 120 days of their employment
start date.

2. Valid responses in the required survey questions for both periods. If a participant answers a required
survey question with a “Don’t Know” response or leaves a response to a required question empty in
either measurement period, that risk for that member will be removed from risk reduction outcomes
measurement.

3. Individuals who successfully complete a survey must have at least one month of membership
eligibility in the Partnership PPO health plan to be included in the measurement.

Other Assumptions

1. Eligibility — For the purpose of LM ROI calculations, the eligible population included in the base and
report periods includes participants who completed a Health Risk Questionnaire in at least one of the
four years of the measurement period.

2. Additional Exclusion Criteria:

a. If anindividual meets the inclusion criteria above and also answers positively that they are
pregnant in the base period or the report period, they are excluded from outcomes
measurement. Some of the risk reduction measures are biometric in nature and these results
cannot be successfully compared between years where the individual was pregnant and
years where the individual was not pregnant.

b. Participation in a Healthways health coaching program is not required to be considered
eligible for risk reduction measurement.

Methodology

This section describes the methodology used for LM ROI calculation.

1. Savings were measured by the elimination or improvement of each risk from the earliest plan year
(T1, T2, or T3) to T4. If an individual member’s risk developed, the corresponding cost was added to
the total (e.g. the overall savings was reduced by the same amount).

2. The risk values were averaged over the duration from when the risks were measured. For example,
for an individual with risks measured in T1 and T4, the risk value was the average from year 1
through year 3, not the accumulation of risk values from year 1 through year 3.

3. The ROI for year 3 is calculated by dividing the total savings by the total administrative fees of
measured lifestyle management participants.

Data

1. Members in the state of Tennessee's Partnership PPO are required to fill out an annual Health Risk
Questionnaire as part of their wellness agreement in exchange for lower premiums and cost-sharing.
This questionnaire includes clinical measures of health (Blood Pressure, Cholesterol, Body Mass
Index) behavioral measures of health (Physical Activity, Alcohol Consumption, Tobacco Use) and
perceived measures of health (Life Satisfaction, Overall Perception of Health, Stress). Each has a
threshold for ‘presence of risk’.

06091DG01.DOCX/J8-0168286 11292016 4



Aon
Aon Hewitt | Health and Benefits Proprietary and Confidential

2. Healthways provided member level eligibility data including indicator for each of the 12 Lifestyle risks
from the earliest plan year (T1, T2, or T3) and T4.

Aon Hewitt reconciled the enrollment data and presence of each risk with Healthways.

Results

Total Savings $10,418,085

Total 2015 Program Fees $8,382,973

Return on Investment 1.24

As the table above illustrates the Return on Investment is higher than the target ROI of 1:1. If the ROI
was based on all plan years, the ROl would be 1.69 since the total savings was $29,375,821 and total
program fees from 2013-2015 were $17,387,086.

The 1.24 ROl is conservative because it only considers members who had measured risks in T4; any
members who left prior to T4 are not included in this calculation. Also, the average of the risk value table
was utilized, not the highest year value. This assumes the increase or decrease in risk reduction
occurred incrementally over time from when the member first had their risks measured.

Penalty

According to the contract with Healthways, the LM program administrative fees payable to the contractor
shall be reduced by the State by 100% if the contractor fails to achieve target ROl in 2015. The target
ROI for year 3 is 1:1. Based on Aon Hewitt's independent calculation, the achieved ROI of plan year 2015
is 1.24. There is no penalty for Healthways because the actual ROl is higher than the target ROI of 1:1.
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Appendix
State of Tennessee
Custom Risk Value Table by Year and Age

Number of Years in

Measured Risks Partnership Program 18-34 35-44 45-54 55-64
Alcohol Year 1 $95 $98 $176 $283
Year 2 $201 $207 $372 $597
Year 3 $298 $307 $552 $887

18-34 35-44 45-54 55-64

Blood Pressure Year 1 $182 $188 $338 $542
Year 2 $384 $396 $712 $1,142
Year 3 $570 $588 $1,057 $1,696

18-34 35-44 45-54 55-64

BMI Year 1 $147 $152 $273 $439
Year 2 $311 $321 $576 $925
Year 3 $462 $476 $857 $1,375

18-34 35-44 45-54 55-64

Cholesterol Year 1 $175 $181 $325 $522
Year 2 $370 $381 $686 $1,101
Year 3 $549 $567 $1,019 $1,635

18-34 35-44 45-54 55-64

HDL Cholesterol Year 1 $175 $181 $325 $522
Year 2 $370 $381 $686 $1,101
Year 3 $549 $567 $1,019 $1,635

18-34 35-44 45-54 55-64

Smoking Year 1 $224 $231 $415 $667
Year 2 $472 $487 $876 $1,405
Year 3 $701 $723 $1,301 $2,087
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.State of Tennessee
Custom Risk Value Table by Year and Age

Number of Years in

Measured Risks Partnership Program 18-34 3544 45-54 55-64
Physical Activity Year 1 $47 $49 $87 $140
Year 2 $99 $102 $184 $296
Year 3 $147 $152 $273 $439

18-34 35-44 45-54 55-64

Stress Year 1 $267 $275 $495 $794
Year 2 $562 $580 $1,044 $1,675
Year 3 $835 $862 $1,550 $2,488

18-34 35-44 45-54 55-64

Medication for Relaxation Year 1 $207 $213 $384 $616
Year 2 $436 $450 $809 $1,298
Year 3 $647 $668 $1,201 $1,927

18-34 35-44 45-54 55-64

lliness Days Year 1 $159 $164 $294 $473
Year 2 $334 $345 $621 $996
Year 3 $497 $513 $922 $1,479

18-34 35-44 45-54 55-64

Life Satisfaction Year 1 $127 $131 $236 $379
Year 2 $268 $277 $498 $799
Year 3 $399 $411 $740 $1.187

18-34 35-44 45-54 55-64

Perceived Health Status Year 1 $146 $151 $271 $436
Year 2 $309 $319 $573 $919
Year 3 $458 $473 $851 $1,365
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About Aon Hewitt

Aon Hewitt empowers organizations and individuals to secure a better future through innovative talent,
retirement and health solutions. We advise, design and execute a wide range of solutions that enable
clients to cultivate talent to drive organizational and personal performance and growth, navigate
retirement risk while providing new levels of financial security, and redefine health solutions for greater
choice, affordability and wellness. Aon Hewitt is the global leader in human resource solutions, with over
35,000 professionals in 90 countries serving more than 20,000 clients worldwide across 100+ solutions.
For more information on Aon Hewitt, please visit aonhewitt.com.

©2016 Aon plc
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