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Key takeaways

+ Often when people think of utilization management (UM), they think
of prior authorizations. But UM departments have a wide range of
responsibilities to maintain quality of care and manage spend.

« Tracking key performance indicators (KPIs) is critical to maintaining
appropriate utilization and building a strong foundation to track
provider adherence and utilization over time.

+ UM departments rely heavily on partnerships with vendors. Some
plans outsource more than half of their UM responsibilities, including
management of specific benefits related to cardiology,
musculoskeletal, durable medical equipment, and radiology.

» Health plans commonly develop UM criteria based on either MCG
guidelines or Change Healthcare’s InterQual guidelines. In turn, these
guidelines inform what to cover (and not cover) and/or which prior
authorizations to require.
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What do they do?

UM departments track and approve care

utilization to manage medical spend and What UM departments do

maintain high-quality care. For example, the . Prior authorizations

plan can review a member’s imaging claims to see o o L
_ _ o » Preadmission and admission certification
if they are exceeding a safe level of radiation _ _

. * Discharge planning

exposure by undergoing unnecessary exams.

* Prospective, concurrent, and

Often when people think of utilization retrospective review
management, prior authorizations (PA) are at the * Appeals

forefront of their mind. Prior authorizations aren’t - Case management referrals
merely the approval or denial of medical services. Bt e

PAs can involve certifying preadmissions and o

T ying p . * Length-of-stay monitoring
admissions, manual data review, appeals for . _
: . « Sites-of-care review
denied services, and case management

i * Provider trainin
referrals. While PAs are a core component of ovider trainings
what utilization management departments do, they * Vendor management

are not the only thing.

In addition to overseeing the prior authorization process, UM staff manage spend
through various mechanisms such as monitoring the length of inpatient stays,
shifting inpatient care to outpatient, informing members of payment
responsibilities prior to completing medical procedures, and reviewing sites
of care. UM departments work to redirect members to less-intensive settings (for
example, a PCP office instead of the emergency department) when appropriate,
which is ideal for health plans and their members.

Other tasks UM leaders are responsible for include educating providers on medical
policies and requirements, trending and reviewing historical claims data, fostering
and improving relationships in their provider network, and managing vendors. UM
staff spend a great deal of time streamlining policies to ensure accuracy and
transparency to minimize surprises for consumers and providers.
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What KPIs are tracked?

When it comes to key performance indicators (KPIs), utilization management
departments track metrics for their wide range of responsibilities. The main KPIs
that plans track for UM are:

Process measures Outcomes measures

* Number of claims processed + Utilization rates compared to previous

+ Approval and denial rates years

» Percentage of appeals approved * Admissions per thousands

« Claims turnaround time (TAT) » Length-of-stay reduction

* Number of cases read by medical * Cost per day (inpatient stay)

director * Readmission rate
* Number of PAs reviewed per nurse » Total cost of care (TCOC)

Plans often benchmark these metrics to their own historical data. Many will also
use benchmarking third-party data such as Milliman’s or Sherlock’s. The goal is
not always to decrease these metrics. For example, plans don’t want to have too
many processed claims but also not too few—they want to be aligned with other
competitor plans in their market.

Some may wonder why tracking certain metrics is necessary when prior
authorization approval rates can be as high as 90% or greater. Plans have
mentioned that the sentinel effect, the tendency for people to improve their
behavior when they’re being monitored, plays a role here.

Plans can measure the sentinel effect by tracking provider utilization after PA
criteria are removed or after a provider is “gold carded.” Gold carding exempts
providers with a high approval track record from prior authorization requirements.

Additionally, even if 90% of PAs are approved, 10% are not. If we multiply this
denial rate by thousands of beneficiaries, this becomes a sizable amount of
inappropriate utilization from the plan’s perspective.
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How are they organized?

Health plan UM departments usually employ hundreds of staff members with a
range of responsibilities. As much as 40% to 60% of the department is made up
of clinical staff, depending on the plan.

At the base of a plan’s utilization management department are non-clinical
staff who are responsible for collecting UM requests (from faxes or downloaded
digitally), organizing the paperwork, and triaging it to the appropriate nurse for
review. These UM case managers (also known as UM analysts or UM
specialists) are paired with a clinical UM nurse—either 1:1 or in groups.

One step above, there are UM managers or supervisors who oversee groups of
UM case managers and nurses. Also, there are various medical directors—these
doctors review denials, unique cases, and have their own specialties.

lllustrative example of a plan’s UM organizational structure

Chief Medical
Officer
VP of CM VP of UM VP of Quality
Commercial . . Commercial . Vendor .
inpatient care C'\élé I%%%tzlfnetr outpatient care gﬂa'?eor%tgggegﬁ management (ngl[%?;
manager 9 manager 9 manager
Team of
UM nurses UM nurses UM nurses UM nurses analysts
UM case UM case UM case UM case

managers managers managers managers

© 2022 Advisory Board « All rights reserved « advisory.com Pg. 5



\ Advisory ARCHETYPE

oar Utilization Management

E BRI ARAEEEREEEAEEIEEEEEEEEEEEEEEEEEEEREERRRRRNNNNNNNNNNN

At the highest level, there is a director, VP, or SVP of utilization management.
Many plans also have multiple directors and VPs, with the division varying by plan.
For example, plans could divide leaders based on business line (commercial, MA,
etc.), type of review (prior authorizations, post-service review, inpatient reviews,
etc.), by responsibility (vendor management, inpatient care, outpatient care,
operations, etc.), or some combination of the above.

These leaders then report up to an executive, usually the chief medical officer,
who also oversees other clinical departments such as care management, quality
improvement, and more.

The UM department often works closest with the care management team
because members with high utilization can be referred for care management
support. UM also works closely with the finance team to forecast spend trends and
set goals, the medical policy team to create and adjust new UM criteria, and the
pharmacy UM team since pharmacy UM is often managed by a separate team.
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How do they work with vendors?

In addition to employed staff, based on our interviews, health plan UM
departments outsource anywhere from 30% to 70% of their UM to outside
vendors. Usually, smaller plans outsource more components because it costs a
lot to hire specialized clinicians. For example, hiring a radiologist to oversee
radiology UM could cost over $1 million including benefits, and this doesn'’t
account for the whole team that would be required. On pages 17, 18, and 19 of
this report, we have included a list of the most common vendors cited by
plan UM leaders during our interviews and the areas that these vendors
specialize in.

Plans start looking for vendors when utilization rates and medical spend are
higher in a certain area than in previous years, or if they notice that other plans
outsource an area of UM. Plans will then put out a request for proposals (RFP)
to compare vendors. Some plans even have their internal department submit an
informal RFP to decide between doing it in-house versus outsourcing to a
vendor.

Vendors are increasingly offering outcomes-based contracts to make their RFP
responses more competitive.

* Some are pay-for-performance, and payment is based on the vendor
meeting pre-determined metrics. For example, a metric could be the appeals
overturn rate because if this number is too high, it begs the question why were
these requests denied in the first place.

* Another option is PMPM or PMPY (per member per month/year) full-risk
contracting for a specific member population. This is challenging for some
subspecialties if the members have multiple comorbidities.

© 2022 Advisory Board « All rights reserved « advisory.com Pg. 7
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« Some vendors guarantee a discount on medical spend from the past year.
For example, if the plan spent $100 million on all physical therapy procedures
with their in-house UM department or another vendor, this new vendor could
guarantee a percentage discount from the $100 million base amount and keep
additional savings as their payment.

Besides cost savings, here are some things that health plan UM
departments look for in a vendor in the initial appraisal or when they
renew:

» Acting like a partner, rather than a point solution: This was by far the most
common answer we heard. Plans want a vendor that when presented with a
problem, they say, “Let’s try to figure this out together,” rather than pointing out
how it isn’t included in the contract or giving excuses for why certain metrics
weren’t met in a quarter. One executive shared, “The best vendors are those
you can'’t tell don’t work at your plan until you see their email address.”

« Seeing savings quickly: While many vendors boast savings in three to five
years, year over year (YOY) savings are ideal, especially in lines of business
with fast member churn.

« Easy implementation and short timeline: The length of time to fully
implement the solution is just as important as the length of time to see
savings. Plans don’t want vendors to put the burden on them to implement
and show success— saying, “Our solution can do X, but first we need the plan
to provide Y and Z.”

« Being progressive with technology: Successful health plans use vendors to
push where the plan may be lacking with outdated tech capabilities. Plans
want to see that their vendors are nimble and applying the newest
technologies. Furthermore, plans look for vendors that strategically invest in
their futures so the vendor remains the best one to partner with in a decade.
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* Personalized, actionable data analysis: Rather than just boasting data
capabilities, plans want vendors to proactively share insightful next steps. For
example, saying, “We ran the data and noticed that hospital X is never meeting Y
criteria for prior authorizations so you should hold a training with them.”

* Few to no internal complaints: While cost savings may not show for years,
health plans use satisfaction metrics as canaries in the coal mine. Plans track
their employees’ complaints, member satisfaction scores from surveys, and
sometimes external audits to decide if they want to switch vendors.
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Three core characteristics

CHARACTERISTIC

UM leaders prioritize areas of spend that are
expensive, variable, and inflectable

CHARACTERISTIC

Plans use a variety of methods to develop UM
criteria and coverage rules

CHARACTERISTIC

Plans try to increase provider collaboration to
reduce UM administrative burden
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UM leaders prioritize areas of
O 1 spend that are expensive, variable,
and inflectable

We interviewed UM leaders across the country, and they identified the following
categories as top priorities for managing spend.

Top categories of spend that plan UM departments are prioritizing

* Inpatient care » Radiology and advanced imaging

» Post-acute care » Physical therapy and occupational
« Cardiology therapy

« Orthopedics * Speech therapy

- Musculoskeletal (MSK) » End-stage renal disease (ESRD)

- Pharmacy * Neonatal intensive care unit (NICU)

Many of these areas align with our analysis of highest-cost claims for the
commercial line of business, but interestingly, it's not an exact duplicate. For
example, immunizations are in the top 10 highest-cost claims (when aggregated)
for the commercial line of business, but they are not in the top categories of
spend that health plan UM departments are prioritizing because people are
typically not overutilizing immunizations and immunizations can help manage
medical spend in the long run by keeping members healthy.

Additionally, some areas can be expensive but not a UM priority depending on
the plan’s line of business/membership, how variable costs are in the specific
area, and if the utilization is inflectable. For example, MSK care is highly
variable—the same knee replacement surgery could cost tens of thousands
more when done by one provider over another. And NICU utilization is highly
inflectable—many cases of babies with NICU stays could have been prevented
with appropriate prenatal care.
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Plans use a variety of
2 methods to develop UM
criteria and coverage rules

Most health plans use MCG guidelines or Change Healthcare’s! InterQual
guidelines to develop UM criteria and decide what services to cover. Both are
evidence-based clinical decision support solutions based on medical journal
analyses and years of historic data. Which guidelines a health plan chooses
typically depends on which is easier to implement with the plan’s other
technology platforms and their provider network’s technology platforms.

Plans also keep a close eye on what their purchasers request. For example,
plans use the Centers for Medicare and Medicaid Services (CMS) policies as
a baseline for their own medical policies. This is true not only for Medicaid and
Medicare Advantage lines of business, but also for commercial lines. Group
insurance is unique because UM policies will consider the employer’s product
design requests as well.

But plans don’t rely solely on clinical decision support vendors and purchasers,
especially when they must make quick decision on newer therapies such as
CAR-T therapies and genetic testing. There are two additional departments plan
UM departments work with to make coverage decisions:

« Data analysis department: UM departments work closely with health plan
data teams to analyze trends in claims data. Plans set up alerts if utilization is
abnormally high for a certain procedure or in a certain region, and then create
or adjust prior authorization protocols accordingly. This is also how plans
determine if their utilization rates are “regular.” Plans don’t judge the success
of their utilization management department by the number of PA denials.
Rather, it's more important that utilization numbers are in the expected range
(for example the number of admissions per 1,000 members).

1. Advisory Board is a subsidiary of Optum, the parent company of naviHealth and Landmark. All Advisory
Board research, expert perspectives, and recommendations remain independent
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Plans can set up these acceptable ranges based on

. . - Sources plans use to
their own historic data, but most also use Milliman

_ o determine UM criteria
benchmarks. There are still some limitations because

depending on benchmark definitions, plans may not be « InterQual or MCG
able to directly compare themselves with their peers. « Trends in claims data

- Medical affairs department: UM departments work * Medical journals

closely with the medical affairs or medical policies team * CMS rules

to decide PA criteria. These teams regularly review * Employer requests
peer-reviewed medical journals for the most recent » Associations
guidelines. They also continuously read what medical - Large, national plans

associations publish on new and up-and-coming

Internal and external
therapies. Similarly, Blues plans monitor the Blues committees

Association’s UM guidelines to make sure they are

Providers in their network
aligned with the national association.

Plans also rely on multiple committees when creating their UM criteria:

« Committees of medical directors often oversee changes in UM criteria. These
committees bring together plan physicians with a variety of specialties. Many
plans will also look at what the large, national plans are doing, since these
plans often have a larger bench of medical experts to lean on.

+ Committees of health plan staff beyond the UM team collaborate to approve
UM criteria. These committees can include representatives from different teams
including payment policy, claims, provider communications, care management,
and network management.

+ Committees of providers from the plan’s network allow physicians who will
have to request prior authorizations to participate in creating the PA rules. This is
especially important for providers who are or are considering moving into
downside risk. One health plan we interviewed had a provider committee
consisting of half PCPs and half specialists.
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Plans try to increase provider
03 collaboration to reduce UM
administrative burden

An American Medical Association (AMA) survey found that

providers and their staff spent an average of two days a 88%
week on prior authorizations. Both plans and providers
want to reduce the amount of administrative burden Of physicians describe PA
. .. . . burden as “high” or “extremely
caused by prior authorizations. This is especially high”

problematic now, because staffing shortages are impacting
provider organizations at all levels. Reducing the

administrative workload for provider offices is crucial to 4 1
prevent burnout.

The average number of PAs per
Below are five examples of ways plans are trying to physician, per week

improve collaboration with providers to improve UM
processes:

Digitizing and automating prior authorizations

One of the things UM departments want most from providers is for them to
submit PA requests through the health plan portal rather than by fax. Many
provider offices still fax PA requests simply because it's easy — they just send all
the documents they have. Inputting the relevant information into a portal takes
time, and providers may work with 10 or more health plans, each with a different
portal. In response, many plans are trying to improve the user interface of their
portals. Plans are also encouraging providers to use their portals by giving
immediate answers to PAs sent through the portal.

Source: “Measuring progress in improving prior authorization,” American Medical Association, Prior
Authorization Physician Survey Update | AMA (ama-assn.org); 2021 McKinsey Future of Workin
Nursing Survey,” McKinsey & Company, The US nursing workforce in 2021 | McKinse)
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Collecting provider feedback to design UM processes

Health plans recognize that creating UM criteria in a vacuum will upset their
network providers. Therefore, plans regularly ask providers for their feedback on
UM criteria and processes through provider relations teams. Plans also use
touchpoint meetings where they allow a board of providers to share their
thoughts with plan UM leaders.

Training providers regularly on PA requirements

Providers are always asking plans—what exactly are you asking for with your
UM criteria? What does my office need to submit for an approval? For example,
if smoking cessation is required to approve a certain surgery, what specifically
exemplifies smoking cessation (since this could vary by plan)? Plans have
responded by trying to educate providers on changing UM criteria through
various modes. Some plans offer a one-pager with checklists to help providers
navigate medical policies. Others have regular meetings with provider offices to
train them on what needs to be submitted for a PA.

Delegating UM to risk-bearing providers

Risk-bearing providers, especially those in downside risk, need visibility and
control into utilization to manage medical spend. Some plans delegate UM to
providers with full capitated risk. Plans also delegate UM to providers who aren’t
yet in downside risk to ease them into the responsibility. Plans want to make
sure provider offices are prepared. Delegating UM to providers too soon might
burn their desire to take on risk in the future.

Standardizing PA forms across health plans

PAs consume a lot of providers’ time because each plan varies in form
requirements and submission processes. Some plans (and state agencies) are
trying to standardize PA forms so that regardless of the plan, the provider can fill
in the same fields, in the same order. Unfortunately, this is easier said than done,
since plans have different UM requirements based on membership, line of
business, clinical guidance vendors, and employer-sponsored product requests.

© 2022 Advisory Board  All rights reserved + advisory.com pg. 15
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Early stories

Below are some early stories of how plans are trying to improve their UM processes and prior
authorization rules.

PA reduction stories

Pepper plan (pseudonym) noticed that approximate length of stay (LOS) is available for
physical conditions in national guidelines, but not for behavioral health (BH) conditions. The
hypothesis was that they were approving shorter LOS for BH conditions, resulting in many
more reviews for each admission. Pepper sifted through LOS by diagnosis using
retrospective claims data to create approximate guidelines for themselves and successfully
reduced the number of authorizations required to extend the LOS for BH conditions.

Highmark completely removed PAs for 40 chemotherapy drugs if providers followed
standard clinical guidelines set by the National Comprehensive Cancer Network (NCCN).

Health Plan of San Joaquin considerably reduced the number of codes requiring PA. To
ensure limited risk and exposure, HPSJ eliminated only codes that satisfied three criteria: low
cost, high volume, and high approval rates.

Technology-based stories

BCBS South Carolina invested in a new PA tracker in their mobile app and web portal
which allows members to track the progress of their PA requests through various stages of
the approval process.

L.A. Care automatically approves PAs for specialty referrals if the PCP gets a second
opinion from an in-network specialist through e-consults.

Value-based care stories

Independent Health Plan delegated PAs to a provider practice—but only after supplying the
practice with cost information for a drug class with wide cost variation.

Aetna (and other insurers) have entered performance-based agreements with Novatrtis for
Entresto, a high-cost drug that reduces the risk of heart failure. Novartis reimburses Aetna
(and other insurers) based on rates of hospitalization and overall cost savings for the plan.
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List of example vendors

While Advisory Board is vendor-agnostic, below is a list of some common
vendors that plan UM leaders told us they like working with, in alphabetical order.

AIM Specialty Health
Specialty area: Radiology, cardiology, musculoskeletal

AIM is a platform that uses evidence-based clinical guidelines to provide real-
time decision support. Their goal is to deliver cost savings across an ever-
growing list of clinical domains.

American Specialty Health (ASH)
Specialty area: Musculoskeletal

ASH has a focus on musculoskeletal and health management programs to help
plans improve their members’ health. ASH provides a musculoskeletal provider
network with more than 60,000 practitioners.

Avalon

Specialty area: Laboratory

Avalon helps health plans improve member care and reduce cost utilizing their
expertise in lab data and analytics. Utilizing their network, Avalon helps plans
lower test costs and reduce inappropriate laboratory testing.

Carecentrix

Specialty area: Home health

Carecentrix’s main product is called HomeBridge, a whole-person, home-
centered care coordination approach. Through their home health model, they
have helped plans achieve as much as 35% in savings annually.
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Evicore

Specialty area: Cardiology, musculoskeletal, post-acute care

The company provides benchmark data, clinical guidelines, and support for prior
authorizations. The company uses proprietary analytics to assess over-utilization
and unnecessary spend to help plans improve care and increase savings.

Landmark?

Specialty area: Care management

Landmark approaches care using the patient’s personal health characteristics
instead of historical utilization. Landmark provides whole patient care and has
reduced hospital admissions by as much as 25%.

naviHealth?!

Specialty area: Post-acute care

NaviHealth pairs in-market clinical support with predictive decision-support tools
to increase patient satisfaction and reduce unnecessary spend. NaviHealth
manages almost 10 million Medicare Advantage recipients.

New Directions

Specialty area: Behavioral health

New Directions partners with health plans to manage costs and continuum of
care for medical care related to behavioral health. Using personalized solutions
and social determinants of health, they help plans identify the right care.

Northwood

Specialty area: DME

Northwood is a diverse vendor, with the core of their offerings in durable medical
equipment, prosthetics, orthotics, and medical supplies. Northwood partners with
plans in pre-authorization, rent-to-purchase equipment, and appropriate care.

1. Advisory Board is a subsidiary of Optum, the parent company of naviHealth and Landmark. All Advisory Board
research, expert perspectives, and recommendations remain independent

© 2022 Advisory Board  All rights reserved + advisory.com pg. 18


https://www.evicore.com/
https://www.landmarkhealth.org/about-us/
https://navihealth.com/
https://www.ndbh.com/
https://northwoodinc.com/

AN Advisory ARCHETYPE
oar Utilization Management

E BRI ARAEEEREEEAEEIEEEEEEEEEEEEEEEEEEEREERRRRRNNNNNNNNNNN

OrthoNet

Specialty area: Orthopedics

OrthoNet manages orthopedic specialty benefits and helps payers deliver
orthopedic care. Their musculoskeletal expertise assists plans with achieving
cost-effective care and improved quality.

Turning Point

Specialty area: Musculoskeletal

Turning Point is a UM company with a broad reach across multiple clinical
disciplines. Their business model identifies and removes high-cost and low-
efficacy treatments.

1. Advisory Board is a subsidiary of Optum, the parent company of naviHealth. All Advisory Board research, expert
perspectives, and recommendations remain independent
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LEGAL CAVEAT

Advisory Board has made efforts to verify the accuracy of the information it provides to members. This report relies on data obtained from many
sources, however, and Advisory Board cannot guarantee the accuracy of the information provided or any analysis based thereon. In addition,
Advisory Board is not in the business of giving legal, medical, accounting, or other professional advice, and its reports should not be construed as
professional advice. In particular, members should not rely on any legal commentary in this report as a basis for action, or assume that any tactics
described herein would be permitted by applicable law or appropriate for a given member’s situation. Members are advised to consult with
appropriate professionals concerning legal, medical, tax, or accounting issues, before implementing any of these tactics. Neither Advisory Board
nor its officers, directors, trustees, employees, and agents shall be liable for any claims, liabilities, or expenses relating to (a) any errors or
omissions in this report, whether caused by Advisory Board or any of its employees or agents, or sources or other third parties, (b) any
recommendation or graded ranking by Advisory Board, or (c) failure of member and its employees and agents to abide by the terms set forth herein.

Advisory Board and the “A” logo are registered trademarks of The Advisory Board Company in the United States and other countries. Members are
not permitted to use these trademarks, or any other trademark, product name, service name, trade name, and logo of Advisory Board without prior
written consent of Advisory Board. All other trademarks, product names, service names, trade names, and logos used within these pages are the
property of their respective holders. Use of other company trademarks, product names, service names, trade names, and logos or images of the
same does not necessarily constitute (a) an endorsement by such company of Advisory Board and its products and services, or (b) an
endorsement of the company or its products or services by Advisory Board. Advisory Board is not affiliated with any such company.

IMPORTANT: Please read the following.

Advisory Board has prepared this report for the exclusive use of its members. Each member acknowledges and agrees that this report and
the information contained herein (collectively, the “Report”) are confidential and proprietary to Advisory Board. By accepting delivery of this Report,
each member agrees to abide by the terms as stated herein, including the following:

1. Advisory Board owns all right, title, and interest in and to this Report. Except as stated herein, no right, license, permission, or interest of any
kind in this Report is intended to be given, transferred to, or acquired by a member. Each member is authorized to use this Report only to the
extent expressly authorized herein.

2. Each member shall not sell, license, republish, or post online or otherwise this Report, in part or in whole. Each member shall not disseminate
or permit the use of, and shall take reasonable precautions to prevent such dissemination or use of, this Report by (a) any of its employees and
agents (except as stated below), or (b) any third party.

3. Each member may make this Report available solely to those of its employees and agents who (a) are registered for the workshop or
membership program of which this Report is a part, (b) require access to this Report in order to learn from the information described herein,
and (c) agree not to disclose this Report to other employees or agents or any third party. Each member shall use, and shall ensure that its
employees and agents use, this Report for its internal use only. Each member may make a limited number of copies, solely as adequate for
use by its employees and agents in accordance with the terms herein.

4. Each member shall not remove from this Report any confidential markings, copyright notices, and/or other similar indicia herein.
5. Each member is responsible for any breach of its obligations as stated herein by any of its employees or agents.

6. If amemberis unwilling to abide by any of the foregoing obligations, then such member shall promptly return this Report and all copies thereof
to Advisory Board.
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