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About Pitney Bowes @

80-plus year legacy

Fortune 500 company

$5.5 billion global provider of integrated mail and document
management solutions

Global team of more than 35,000 employees
Presence in more than 130 countries worldwide

More than 2 million customers e B e
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Mallstream

The mailstream is the mail and
documents, both physical and digital, as
well as packages, that flow across

organizations and to their customers and
back.

It encompasses the entire matrix of
people, processes and technology, from
database to document creation, to
production, delivery and response.
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Pithney Bowes Populations

Business

Mailstream Solutions

Enterprise Solutions

Meters, Postage
Financial Services

Outsourced Mailrooms
Document Management
Document Factories

US Population 9,000 14,000
Average Age 42 39
Service 10.6 4



Employee Age Range Distribution
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Corporate Role
Healthy,
Engaged,

Productive

Healthy Work Environment

Employees

Personal Responsibility
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Disease Management Components
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Cost Management Strategy

Segmentation
Stratified Approach
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Enrollee Annual Cost Distribution

PARTICIPANTS 5% o TOTAL COST
0
35%

O Non Users

B Less than $1,000 75%

0O $1,000 to $10,000

O More than $10,000
15%




Enrollee Annual Cost Distribution
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Non Users

NoO preventive services or routine medical
care

High risk of becoming a high cost
claimant within three years

Some non-use may be expected
— Demographic




Non Users

Strateqgy - ACT

Proactive outreach to engage non users
In managing their health

— Incentives

— Plan design

Less than 5% goal
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Up to $1,000 per Year

“Normal” Healthcare Spend

— Reflects routine screenings/preventive
services
— Routine primary medical care

o Outpatient visits
e Lab/X-Ray
 Pharmacy




Up to $1,000 per Year

Strategy — Invest Through Plan Design and
Support Systems

Facilitate access to quality primary care
services
Maintain health status

— Nutrition
— Exercise

Health Risk Appraisals and screenings

— Early detection of conditions that would result in
moving to higher morbidity and cost spend




Up to $1,000 per Year

First dollar coverage for routine medical
care

— Encourage utilization and facilitate early
case finding

— Establish “trusted source” in medical
community
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$1,000 to $10,000 per Year

Advancing Use of the Healthcare
System

Routine

— Outpatient procedures

— Diagnostics

— Trauma

— Maternity

Possible onset of progressive health
condition




$1,000 to

Strategy — Inve

$10,000 per Year

St

Assure access to necessary services,
treatments and medications to control
advance of chronic conditions

— Value-Based

benefit and pharmacy designs

— EAP and Be

navioral Health



$1,000 to $10,000 per Year

Strategy — Invest and Manage
Provision of high quality specialty
services
— High performance network

— Disease Management Programs

 Early identification and stabilization of
potentially progressive conditions
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Enrollee Annual Cost Distribution
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More than $10.,000

Strategy — Manage
Disease Management Programs
Large Case Management

Centers of Excellence
— Transplant
— Major llinesses
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Pitney Bowes Gross Employee Cost vs.

Benchmark
$9,000
$8,000 Managed Care Introduced
$7,000 1995
$6,000 Employee contributions
$5 000 gradually increased to target
' levels
$4,000 — el
Expansion of Wellness
$3000 Programs and Clinics begun in
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urning point in 2000

Drivers of 13% trend increase in 2000
— “Death of Managed Care”

— Increasing Impact of Chronic Disease

o Utilization

e Unit costs
Decision to continue solely with
managed care approach or integrate a
new cost management strategy



Predictive Model Findings

If Employee or Dependent: Then:
Has diagnosis of diabetes
Is over age 22
Has filled less than 9
prescriptions for diabetes
treatment medications in
preceding year Person is predicted
to be at high cost for
subsequent year

Has spent more than $780 on
health care in previous year

Has spent nothing on health care
in previous year, less than 40
years old and filed less than 3
workers comp claims




Key Predictors for High Cost Claims

Chronic diseases
— Asthma

— Diabetes

— Cardiovascular

Strong association between chronic condition
progression and

— Low possession rates of medication used to treat
these conditions

— Lack of preventive/screening utilization
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Pithey Bowes Medical Benefits

Mixture of Self -insured (90%) and Fully -insured (10%) plans,
with common benefit designs

O aroviders: 48 local and national carriers

PO oroviders o 4 national carriers




MCO Strategy

“Best In Class” Regional Plans

Quality Improvement

— eValue8

Disease Management
— Health Information

— Health Risk Assessment
— Case Intervention

Large Case Management



Medical Plan—Quality Purchasing

Goal of eValue8™
Quality health care
Administrative excellence
Consumer satisfaction

Cost-effective prices



Medical Plan—Quality Purchasing

Used by business health coalitions and national employers
to assess and manage the quality of available HMO/POS
and PPO plans.

eValue8 raises the bar for health care performance and
moves the market to deliver greater value for the
purchaser's health care dollar..

Gathers information on hundreds of benchmarks

Standardized performance reports are prepared for
comparison
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Health Improvement/Wellness

Health Care University

— Incentive-based program designed to assist
employees in improving and maintaining health
status

— Emphasis on health behaviors

Program components

— Educational seminars, web-based and print
education tools, screenings, behavior change
programs

— Emphasis on chronic disease conditions
— 24% of employees completed the program in 2005



Building the Environment
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Medical Plan Design

Preventive Services

— Low cost or no cost

Routine Services
— Copays (office visits, urgent care centers, emergency room)

— 20% coinsurance (routine lab/x-ray)

Major Services

— Choice of deductible and coinsurance maximums



Solution: Rx Access Benefit Design

“Traditional” Rx Benefit New Rx Access Benefit

Tier 1
Most generic drugs Most generic drugs and

and all brand name drugs
for:

10% Coinsurance

. * Asthma
‘ Tier 2 * Diabetes
Most preferred brand * Hypertension
name drugs, including
those for: 10% Coinsurance
* Asthma :
« Diabetes Tier 2
* Hypertensi
el Most preferred brand
30% Coinsurance name drugs

Tier 3 30% Coinsurance

Non-preferred brand Tier 3
name drugs, including Non-preferred brand
those for: name drugs

* Asth .

. Disabrc?tZs 50% Coinsurance

* Hypertension

50% Coinsurance
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Consumer Impact

50% to 80% reduction in employee cost of 30 day supply of
medications for asthma and diabetes.

— No generic controller medications for asthma
— Limited generic medications for diabetes

Employee co-pay for 30 day supply for asthma and diabetic
medications kept below $20.

Behavior Change

Marked changes in medication utilization for both asthma
and diabetes

Types of medication used
Drug Possession rates

Improved engagement and compliance with disease
management programs



Asthma & Diabetes Results

Average annual cost of care decreased for both
conditions

— 6% decrease for diabetes

— 15% decrease for asthma

— Results NOT adjusted for trend

Average annual pharmacy costs also decreased
— 7% for diabetes
— 19% for asthma

— Related to decreased use of drugs used to treat
complications



Drivers of Direct Health Plan Savings

Hospital
Admission Rate ER Utilization
Asthma -38% -6%

Diabetes NC -30%



Preliminary Findings — Disability Data

Preliminary Results — Employees with Diabetes Diagnosis

(self insured medical plans ~ 750 employees)

2002 2003 2004
Medical patients per 1000 ees 49.5 50.5 53.3
Active STD cases per 100 ees .06 .07 .03
Avg duration per STD case 58 30 41
Avg STD cost per claimant $7,798 | $2,486 $1,925




Pitney Bowes Gross Employee Cost
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| essons Learned

Concentrate on Value as Well as
Cost

— Impact on Business Operations
— |dentify Outcomes

Integrated Approach
HPM Database



