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National health expenditures per capita

National Health Expenditures per Capita and Their Shar
of Gross Domestic Product, 19@009
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Source: Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group, at http://w w w .cms.hhs.gov/NationalHealthExpendData/
(see Historical; NHE summary including share of GDP, CY 1960-2009; file nhegdp09.zip).
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Medicare spend on post acute care
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Healthcare spending concentration

Concentration of Health Care Spending in the
U.S. Population, 2007
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& o US health care spending
S o is concentrated in just
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g 20% in 50% of the population.
P 10%

0%

Top 1% Top 5% Top 10% Top 15% Top 20% Top 50% Bottom 50%

(0$44, 48%8)15, 80698, 71685, 798)$4, 068 PS$ 7 86 )(<$786)
Percent of Population, Ranked by Health Care Spending

Note: Dollar amounts in parentheses are the annual expenses per person in each percentile. Population is the civiian noninstitutionalized population, including those without any health care
spending. Health care spending is total payments from all sources (including direct payments from individuals, private insurance, Medicare, Medicaid, and miscellaneous other sources) to
hospitals, physicians, other providers (including dental care), and pharmacies; health insurance premiums are not included.

Source: Kaiser Family Foundation calculations using data from U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, Medical Expenditure Panel Surve'
(MEPS), 2007.
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Cost and quality variability by state
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Current state of healthcare system delivery
landscape
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Sick Patients are $ 0 A o "‘ Patients interact with
cared for in ) , S 5 i Providers who do not

. . gy | | B - .
unorganized silos ) | g _ = | haveintegrated
across the delivery : access to
system. comprehensive

There does not exist
an orchestrated
pathway to sound
health and care.

health information.

Network
relationships may
exist between some
providers i but are
not necessarily high
value driven.

Providers are not
organized or aligned
across synonymous ,
strategic goals and
outcomes.
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Payers are not
partnered with a
collection of aligned
and incented
providers.
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Reformos bending the cury

Cuts to Existing PN L= bt Existing System
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A DSH cuts ' ovation Center/
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Changes are upon us now!
» 2010 p20M  p2012 ) 2013 2014 2015 ) 2016 ) 2017 ) 2018 ) 2019

PAYMENT CUTS & COST SHIFT PROVISIONS
CMS Hospital Behavioral Offset relating to IPPS
Hospital Market Basket Reductions
PhRMA Tax (Ranging from $2.5 B to $4.1 B annually)
Hospital Productivity Adjustments
Independent Payment Advisory Board (IPPS hospitals exempt until 2020)
Medical Device Tax (2.9 B annually)
Medicare DSH Payment Reduction
Medicaid DSH Payment Reduction
P4P & PENALTIES FOR POOR PERFORMANCE PROVISIONS
RULE MAKING Q@ Hospital Value-Based Purchasing
RULE MAKING Q Hospital Readmission Payment Reductions
RULE MAKING @ Hospital-Acquired Conditions Penalties

GEOGRAPHIC PAYMENT ADJUSTMENT PROVISIONS

TRANSPARENCY PROVISIONS
Waste, Fraud, and Abuse Provisions for Medicare and Medicaid (RACs & MICs)
Disclosure of Standard Hospital Charges
Comparative Effectiveness Research
Disclosure of Industry Payments to Physicians and Teaching Hospitals
COVERAGE EXPANSION PROVISIONS
Insurance Reforms (Pre-existing conditions for children, no annual or lifetime limits, children on parents insurance until 26)
Medicaid Expansion
Insurance Reforms (Pre-existing conditions for adults, premium limits)
Individual Mandate and Employer “Pay or Play”
State Exchanges
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DELIVERY SYSTEM PROVISIONS
RULE MAKING @ Accountable Care Organizations

Center for Medicare and Medicaid Innovation
Bundled Payments Pilot
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How and when will it happen?
(Sample 500 bed hospital)
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T h eStrategicPi I | arso 1 n the
How do we succeed?

r

Address the Align With Transforming

Optimize
Value . the System P
: Physicians Revenue
Equation of Care
Clinical Integration Reduce variability &
Clinical Excellence via employment & resource R |
virtual models consumption L S
Reduce
Service Excellence Governance readmissions &
HACs Service portfolio &
market share
; Physician lead PI improvement
Operational
T ———— teams \t/oBiaDddress Lower LOS L y

Abiieyguesicost EMR Implementation Care continuum Pricing strategy
{ position J L

| i )

( Accountable Delivery Organization

Move from transaction-
oriented to outcome-
oriented

B m fi n I . .
€come B "t abl g Coordinate episodes of
outcomes and costs for a care and providers
population
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What i1s a accountable care?

A Accountable Care Organizations (ACOs), while still
evolving, are expected to connect groups of providers who
are willing and able to take responsibility for improving the
health status, efficiency and experience of care for a
defined population.

AAccountable Care isé
I A focus on primary care, wellness and population health
I Clinically and fiscally accountable
I Patients that are actively engaged
I Partnering relationships between hospitals and physicians
I Anticipating health needs and proactively managing chronic care

N
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Definition of success: )
| mproving triple ai mE popul at

Metrics: _
AQUEST outcomes Population
Health

ASelect HEDIS metrics
AHealth status 7 SF12
AMortality rates

Metrics:

ATotal medical PMPM
ATotal Medical Trend
ATotal Rx PMPM
AAdmissions/1000
AReadmission rate

Metrics:

APatient satisfaction

APAM Scores (Patient
Activation Measures)

Experience Per Capita
of Care Costs
The term triple aim is a trademark of the Institute for Healthcare Improvgment >
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Accountable Care Organizations:
Healthcare reform provision

A Accountability for total cost, quality and care of A Providers eligible to participate in ACOs:
beneficiaries; 3-year participation commitment I Hospitals employing ACO professionals
A Legal structure to receive and distribute savings T ACO professionals in group practice
A Primary care physicians to cover a minimum of 5,000 ) arrangement_s o _
Medicare beneficiaries | Networl_<s of individual practices of ACO
_ _ o professionals
A Defined processes for evidence-based medicine and i Partnerships or joint venture arrangements
patient engagement, quality and cost measures reporting between hospitals and ACO professionals
and telehealth, remote patient monitoring, etc. i Other groups of providers that the Secretary
A No participation in other government-based shared deems appropriate
savings demonstration projects A ACOs must meet certain quality thresholds:
A Allows CMS to join existing ACOs with payment i Clinical processes and outcomes
models beyond fee-for-service i Patient and caregiver perspectives on care

A CMS may give preference to ACOs already ' Utilization and costs

contracting with private market

T

Saves $4.9 B over 10 years

A Beneficiary assignment to ACO based upon

ipreponderanceo of E&M codes Accountable Care OrganiEatorders meeting criteria can

be recognized as ACOs and can qualify for incentives bonus
(no later than 200P01)
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ACO shared savings

ACO Launched

Projected Spending
Target Spending

Shared Savings

c) .
I= Actual Spending
©
c
o
o
x
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Year
Source: Lewis, Julidgi What Coul d be Next for Health Reform? The Debate I n Washingt
PresentationThe Dartmouth Institute for Health Policy & Clinical Practice. 2009D2. P
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Local markets moving toward accountable care

A United HealthCare Oncology Bundled
AVOIDABLE HOSPITAL USE AND COSTS Payment
State Ranking on Potentially Avoidable Use A Humana and Norton Healthcare
of Hospitals and Costs of Care Dimension A New England Ship Builder ACO i PHO

Agreement

A Nationwide Childrenos
Capitation

A Cigna-Piedmont Physician Group ACO
Agreement

A HealthCare Partners-Anthem ACO
Agreement

A CalPERS ACO with CHCW and Hill Medical
Group

So. o i A Advocate-Blue Cross of lllinois agreement
= \ | © ey A AtlantiCare Special Care Center
SOURCE it s S S s il s oo i A Massachusetts Blue Cross ACO contract

A Pennsylvania Chronic Care Collaborative

A Community based ACO initiatives i Maine,
New Jersey, Vermont

P
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Building a bridge from FFS to accountable care

Current What are the
FFS L
System u_nc!erplnnlng

building blocks?

Accountable
Care

Accountable Care Core Components

People ; Population
Centered Health Home Hll\lger;v?// g:llie Health Data L eacfé(r:shi Partiaelz};g%i S
Foundation Management P P

Foundational Philosophy: Triple Aime

Measurement

/
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Complete view of an ACO

ACO Leadership addresses the
strategic leadership and
operational infrastructure

High Value Network delivers
provider networks that will
optimize care delivery within and
across the continuum and
ensure that care is coordinated.

c\{\QU

Health Home redesigns primary
care to create a new PCP model
that provides people centric care as
well as care guidance to the
practice population.

necessary to support a successful
ACO that is organized around
Triple Aim goals.
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People Centered Foundation
will ensure that the first principle for
ACO design and ongoing operations

is to enable all people within the
ACO community to meet their needs

and desires for good health.

0}01 o

Population Health Data Management
facilitates the flow and analysis of
clinical, financial, and patient related data
and information across all components of
the ACO.

People

Payer Partnerships - focused on the
framework necessary for an ACO to
develop and maintain mutually
advantageous relationships with ACO
payer partners (plans and employers).
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The capabilities framework

ACO Model Capabilities Framework
Z People Centered
hﬂﬂ Lea ﬂﬂf‘ﬁmﬁ ( Foundation _)
?n‘?;‘:ﬁyﬁgiﬁﬂﬁ B G' T Nmm) —( Diperating Activity 1 H Tools
&,
s % —< capability 1 )_—( Oiparating Activity 2 H Tools
*ﬁmm Hﬂm'g —{ Operating Activity X )—( Tools
. _ (F‘upulﬂliun Health ) 9 Activity
O 6 G Data Managament
g » % . —( Oiparating Activity 1 )—( Tools
C Health Home )——( Capahility 2 :)——(: Dperating Activily 2 H Tools
/ f —( Cperaling Aclivity % H Tools
( ACO Leadership )
Y (ef Operating Acthvity 1 )—( Toaols
Capability X Operating Activity 2 Jeee Tools
( Payor Partnarship ) —( — P
Operating Activity X H Tools

LN N W L N N M M N
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Example accountable care activities

A Accountable Care Principles with Payors

T Development of accountable care principles in contracts with payors, including shared savings models (Fairview -MN,
Central Maine)

i Partnership with Savannah Business Group ifGAr ACO devel
A Employee Health Plan Impacts

i Incentivizing employees for more active involvement in health, managing chronic disease, and implementation of
heal t h h o me-PA$eartland Health 6 BIO)

i Health risk assessment program to identify high risk (Billings Clinic T MT)
A Care Management Models

T Special Care Center i a Medical Home for highest cost/highest need patients (Atlanticare i NJ)

T ProvenNavigator (PCP redesign to population health management) and ProvenCare (provider driven P4P care
models) (Geisinger 1 PA)

T Diabetes care management program to support employer contracts (Bon Secours i SC)
i Bridge to Home program to help manage care transition (Summai OH)

T 24/7 hotline model for nurse triage, EHR access, scheduling, prescription refill for 30 PCP practices (Heartland
Health)

A High Value Network Development
I PCP team implementation (including BH) and health plan PCP development program (Presbyterian i NM)

T Informatics driven primary care and HVN with well aligned physician incentives (Greater Newport Physician/Hoag
Hospital T RI)

T Network criteria developmenti Summa

N

Transforming Healthcare Together”




High Value Network

i,

Key ACO Attributes:

The High Value Network wil 62@59 A There is a wide range of clinical providers and

. i facilities supporting primary care practices
deliver provider networks that vy .
will optimize care delivery PEOD|E A Care models across the health system define how

oy care is consistently delivered to patients
within and across the

continuum and ensure that
care is coordinated.

A How and when patients move between sites of
care is actively managed and supported

A The entire health system is focused on improving
the health and costs of the population it serves

N\
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Post Acute Spectrum

<
.\0
&
| g
=
QOMN Hg&? Key ACO Attributes:
R 0a0a® - A Physician plays a key role coordinating the
The Post Acute Spectrum === care of their patients
serves as a step down from YENY A Physicians know their highest risk cases and

services and a potential
partner in management of
chronic conditions.

A There is a focus on returning people to health
in a cost efficient manner

A Care models will guide delivery of care across
. the continuum
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Care Continuum (Today)

Communits Employee Assistance ProgrD
Based

Home Health /
Home Nursing

Support Programs
(A.A. Weight
Watchers, Grief

Counseling)

Screenings

Pharmacies

Inpt SNF /
Rehab /
Psych

Long Term Care

Facility
Based LTACH JeleSsliEls
P >

Acute Episodic Care Chronic Care

45
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Premi eros vision of a pos
partner (1)

_ Minimum Requirements Ideal Requirements

Post Acute Single service Source for full continuum, from

Continuum skilled nursing to palliative care

Access for Admi ts <10% of a Guarantees for access &

Qualified acute patients placement of 100% of patients in

Patients need

Location Wi thin the hospi tLocations close to population
clusters

Clinical Quiality scores similar to local Better scores than other local

Quiality averages providers and in the top quartile

Scores nationally

Service Similar to other local providers Demonstrably better than local

Quality providers

Patient Scores close to local average Better than acut e

Satisfaction  scores satisfaction scores

/
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Pr e mi
partner (2)

er s Vi1 S

on of a

_ Minimum Requirements ldeal Requirements

Case
Management

Patient
Compliance

EHR

Medical
Champions

Vision

Leadership

Cost

Manages cost and quality
control for services offered

None

Ability to receive and transmit
basic patient information

Passive Medical Directors

Targets for the cost and quality
of service provided

Can competently manage the
services being provided

Proportionate to above
measures

Participates in management across
episode of care

Innovative systems to help track and
manage compliance

Provides cost and care information in
a manner that allows for analysis
Physicians helping to drive
improvement

Concept of the future and action to
plan to achieve it with the help of its
partners

Can help anticipate future needs and
respond in an appropriate manner

Value added

Transforming Healthcare Together™
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Model s for post acute par

A Provider of Services (Baseline)
i Likely one of multiple providers of rehab, SNF, hospice services and/or other post acute
i Requires the ability to receive and report information to the case manager
i Fee for Service reimbursement and potentially participates in shared savings

A Provider of Credentialed Services (Contractor)

I Provides higher quality and acuity services than others; may contract for services

I Requires the ability to receive and report information to the case manager

i Fee for Service reimbursement and potentially participates in shared savings
A Coordinator of Care (Partner)

i Coordinates post acute care among owned and network facilities & services

i Requires a fully functional EMR interacting between multiple providers

i Is held accountable and holds other accountable for cost and quality metrics

i Fee for Service or bundled reimbursement and likely receives shared savings
A Full Accountability for Post Acute (Driver)

T Accepts capitated payments and quality requirements

i Requires the ability to analyze cost and quality outcomes for various medical conditions across
multiple pathways

P
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Criteria by Model (1)

Baseline Credentialed Partner Driver
Contractor

Post Acute  Single service Highly Provides access Source for full
Continuum credentialed to most services continuum
service(s)
Access for  Cares for <10% Cares for >10% Coordinates care  Guarantees
Quialified for >50% placement for
Patients 100%
Location Within the Within the Locations close to Locations close to
hospital 6<hospital & population population
area area clusters clusters
Clinical Similar to local At or above Significantly Top quartile
Quality averages national averages above other local nationally
Scores providers
Service Similar to other As good as local Slightly better Top quatrtile
Quiality local providers providers than other local nationally
providers

Ve
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Criteria by Model (2)

_d Baseline Credentialed Partner Driver C
Contractor

Patient Scores close to As good as acute As good as acute Better than acute
Satisfaction local average provider oprovider dprovi der 0
reputation reputation
Case Manages cost Manages cost Manages A Partcipates in
Management  and quality and quality of f 0 bet w management
control for control for providers across episode of
services offered services offered care
Patient None None None (today) Innovative
Compliance systems
EHR Receives and Receives and Provides Provides
transmits basic transmits basic information and information and
patient patient analysis analysis
information information
Medical Passive Medical Engaged Medical Physicians Physicians
Champions Directors Directors responsible fora  helping to drive
popul at i o systemwide
and quality improvement

g
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Criteria by Model (3)

Baseline Credentialed Partner Driver
Contractor

Vision Targets for the  Targets for the Concept of the Concept of the
cost and quality level, cost and future and no plan  future and action to
of services quality of of how to achieve it plan to achieve it
provided service provided with the help of its

partners

Leadership  Competently Manages Manages Anticipates future
manages the services being contracted and and responds to
services being  provided and owned services future needs
provided expands

offerings

Cost Proportionate Proportionate to Below median Value added
to above above considering above
measures measures scores

N\
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LESSONS LEARNED
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Twelve major start-up actions for accountable
care implementation

Start-Up Action

© 00 N O O & W N P

C-Suite and Board endorsement of accountable care strategy
|dentify Administrative and Medical Champions

Define intended targeted population(s) for accountable care model
Assess the populationsd health ne
Define accountable care provider network to support populations(s)
|dentify an internal implementation executive team

Define and implement a legal structure for sharing savings

Create a Pro Forma to evaluate the financial impact

Define and communicate a burning platform for transformation
CEO to CEO discussions with targeted payor(s)

Forge clinical integration across the continuum of care

Define and implement an action plan for accountable care roadmap

-
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What we have learned so far

A Significant transformation is required to
become effective at managing populations
(clinical, financial and legal)

Physician leadership is a pivotal component to
the transformation

Culture shifts must occur

Evidence-based care models are critical to
coordinate care across the continuum

Executive leadership at the C-Suite and Board
level are paramount

A solid primary care foundation is critical

o o o o I
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What we have learned so far (continued)

A Strong informatics and information
technology are key success factors

A Many different structures of an AC will be
formed to allow for flexibility and innovation

A Private payors are starting to come to the
table to offer new forms of reimbursement
and to share data and care management

A Collaborative participants are eager to learn,
to share and to transform, but understand
there is a lot heavy lifting ahead

A There are many unknowns about ACs and
we all have much learning to do around how
to effectively transform our health care
industry
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Questions?

Contact Information:
Brent Hardaway
Vice President, Premier Consulting Solutions
(512) 657-2225
Brent_Hardaway@Premierinc.com
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Collaborative members
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