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© Accumulating hospital cuts

Cuts since 2010 and into the future
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! CBO letter to Speaker Boehner, July 24, 2012,

*Bad debtincluded in Middle Class Tax Relief and Job Creation Act 0f 2012 (MCTRICA); Medicaid DSH cuts included in MCTRICA and American Taxpayer Reliel
Actof 2012 (ATRA); 3-day window cut included in American Jobs and Closing Tax Loopholes Act of 2010; MS-DRG coding cuts included in ATRA as well as CMS
regulations (estimate of excess cuts based on hospital analysis); sequestration amount estimated from CBO Medicare Baseline. Excludes ACA-related reductions.
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£ The fiscal cliff deal

WE'VE GOT THE WeRST
BERIND US Nowi

Unfinished business
» Debt ceiling expires May 19
» Sequestration
» Physician payment fix
» FFY 2014 Budget




£ Obama budget calls for deep cuts to Medicare providers

» April 10, President Obama released a $3.77 T (EY) 2014 budget
blueprint
* $1.8 T in new savings and tax revenue over the next ten years

» Majority goes to replace sequester’s $1.2 T automatic spending
cuts

 Fully paid ($2 in cuts for every $1 in new revenue)
» $803.5 M for the operation of insurance exchanges

» $400 B in cuts over 10 years to Medicare and Medicaid
» $306.6 B in provider cuts
» $67.8 B reductions due to beneficiary cost-sharing changes

* SGR repeal and replace similar to other congressional proposals
« NIH flat funded ($31 B)
* FDA + $800 M
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£ Obama budget calls for deep cuts to Medicare providers

Medicare
» Reduce bad debt payments ($25.5 B)
e Reduce Graduate Medical Education payments ($11 B)
» Cuts to Critical Access Hospitals (CAHSs) ($2.1 B)
» Reductions to post-acute care providers ($79 B)
» Post-acute care bundled payment ($8.2 B)
» Cut Waste, Fraud, and Abuse in Medicare ($400 M)
» Part D drug rebates ($123 B)
« Additional Independent Payment Advisory Board (IPAB) cuts
e Accelerate manufacturer drug rebates in the donut hole ($11.2 B)
e Changes to the in-office ancillary exception ($6.1 B)
» Reduce Part B drug payments ($4.5 B)
» Reduce clinical lab services payments ($9.7 B)
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£ Obama budget calls for deep cuts to Medicare providers

Medicaid
e Delay for one year cuts to DSH payments
e Rebases DSH for an additional year
* Apply Medicare competitive bid rates to Medicaid durable
medical equipment (DME) ($4.5 billion)
« Cut Waste, Fraud, and Abuse in Medicaid ($3.7 billion)

Beneficiaries
¢ Increase income-related premiums ($50 billion)
* Increase Part B deductible for new beneficiaries ($ 3.3 billion)
* Introduce home health copayments for new beneficiaries ($730
MILLION)
e Introduce a surcharge for first dollar Medigap policies for new
beneficiaries ($2.9 billion)
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STATE TRENDS
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© Coverage Expansion: Pre and Post Health Reform

Health Insurance Coverage Expansion
FY 2013 to FY 2016
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Medicare Medicaid Exchanges | Employer Individual Uninsured
FY 2013 51 36 0 154 15 58
mFY 2016 56 45 24 154 13 31
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© Insurance exchanges — how will they be structured?

State-based, 17+DC
Partnership, 6
Federally Facilitated, 27

As of 3/4/13
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© Medicaid Expansion

*Expanding, 21+DC
*Undecided, 3

2 i
*Not Expanding, 14

*These numbers are
subject to change daily
based on legislative and
gubernatorial decisions.
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£ What’s Next-State Insurance Exchanges?

© What percentage of the market will shift to Exchange
products? How fast will it occur?

© Will smaller employers drop coverage?
o Will large employers form “private exchanges”?
& Will Medicaid coverage expand at the ACA rates?

& Will my state accept federal funding to expand Medicaid
coverage?

© How quickly will DSH payments be cut?
© Should a delivery system partner with health plans for
Exchange products?

& Will delivery systems provide a “deep discount” to health
plans for narrow network Exchange products?
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MEDICARE TRENDS
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ACA Implementation Timeline for Hospitals

» 2010 201 b 2012 2013 b 2014 » 2015 016 » 2017 b 2018
PAYMENT CUTS & COST S|

CMS Hospital IPPS Behavioral Offset
Hospital Market Basket Reductions 1%

[ PHRIA Tax (Ranging rom $28 t 541 8 annial]
Hospital Productivity Adjustments 0.7% 0.5% 0.5%

Tax (2.9 B annually)
[] re DSH Payment Reduction
Medicaid DSH Payment Reduction

b 2019

3%

Independent Payment Advisory Board (IPPS hospitals exempt until 2020)
P4P & PENALTIES FOR POOR PERFORMANCE PROVISIONS

MEASUREMENT PERIOD ] 25 1.5% 1.75% 2% Hospital Value-Based Purchasing

3% Hospital Readmission Payment Reductions

RULE MAKING J 1%  Hospital-Acquired Conditions Penalties
GEOGRAPHIC PAYMENT ADJUSTMENT PROVISIONS

 Hospital Wage Index |
Geographic Variation Bonus
||
| Waste, Fraud, and Abuse Provisions for Medicare znd Medicaid (RACs & MICs)
] Disclosure of Standard Hospital Charges
Comparative Effectiveness Research

Disclosure of Industry Payments to Physicians and Teaching Hospitals.

>>> WEASUREMENT PERICD

COVERAGE EXPANSION PROVISIC
{ Insurance Reforms (Pre-existing conditions for children, no annual or lifetime |

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

DELIVERY SYSTEM PROVISIONS
RULE MAKING O Accountable Care Organizations
Center for Medicare and Medicaid Innovation

Bundled Payments Pilot




o Current Reform Landscape
Quality Related Changes are Coming Fast

OCT OCT OCT OCT OCT OCT OCT OCT OCT OCT
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Value-Based 1.0% [1.25% EEERETET
Purchasing
SRRy 10%  2.0%
readmission
Plospital-
acquired
mwﬂ&ke‘ 01% 01%  0.3% 0.75%
reductions
Multifactor 1.0% 07% 05% 0.5% 0.65% _0.9% _0.7%
Productivity
I PR TSN U 2106 2.1% - 2.1%
Coding Adjustment
ﬁ%?o@s*’i_he board 2.0%
cuts to finance the
Fkk
%OML 6.0% 67%  81% 105%  11.4% 9.3% 94% 8.9% 8.7% »

WVIRABH MEDICARE TNPATENT

OPERATING PAYMENTS . . .
*The Multifactor Productivity Adjustment is an estimate generated by the CMS Office of the Actuary

**DCA, also known as the behavioral offset, shown here does not show the future affects of these cuts on baseline spending. Estimates FY 2014-FY 2017
impact of the American Taxpayer Relief Act of 2012
*** |f Congress has not adopted the Joint Committee’s report to reduce the deficit by at least $1.2 trillion, the 2% cut will be implemented January 2013

; S

Hospital Value-Based Purchasing
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£ The Quality Journey — 2003 to Present

Value-based purchasing: Bundled payment Shared savings
HACs, quality, efficiency, cuts & Global payment

Partnership for Patients Medical home

High Performing Hospitals High Value Episodes Population Management
« Most efficient supply chain * DRG and episode « Population analytics
« Best outcomes in quality, safety targeting « Care management
« Waste elimination « Care models and « Financial modeling and
« Satisfied patients gainsharing management

« Data analytics * Legal

Cost management Physician integration
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© Value Based Purchasing across payment silos

Payment Models

Physician Outpatient Inpatient Long Term Inpatient SNFs Home
Hospital and Acute Care Acute Care Rehab Health

ASCs Care

RBRVS APC MS-DRG MS-DRG RICs RUGSs HHRGs

VBP modifier plan P4R in FY2013;
published on VBP VBP impl.
11/1/11 implementation commenced P4R in FY14: VBP VBP test pilot plan sent to overdue
plan submitted to test pilot by 1/1/16 by 1/1/2016 Congress
. 10/1/12 (10/1/11
Implement in Congress on 6/15/13 deadline)
FY2013 PFS 4/18/11

Accouniable Care Otgaiizalions

Post-Acute Care Episode Bundling

Acute and Post-Acute Care Episode Bundling

VBP impl. plan
to Congress

Track One

Track Two

Medical Home

Will Congress speed up VBP and create national Bundling Program in CY 2013?

4/28/2013
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© Inpatient Value-Based Purchasing

21

© VBP policies have been included across numerous
regulation in the past 1.5 years—VBP, IPPS and OPPS.

& A percent of inpatient operating payments will be at stake
depending upon quality of outcomes.

1% 1.25% 1.5% 1.75% 2%

© Rewards for achievement or improvement

© While program starts October 1, 2012, payments won'’t be
affected until January 2013 (prior claims will be
reprocessed).

© AdvisorLive on April 18, 2012
Www.premierinc.com/advisorlive
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£ VBP 2013 measures and weighting

70% Weight: 30% Weight:

12 clinical process 8 patient experience measures

measures « Communication with nurses

« Acute myocardial « Communication with doctors
infarction * Responsiveness of staff

« Heart failure + Pain management

« Communication about medicines

* Pneumonia « Cleanliness and quietness of

» Surgery environment

« Surgical infections . Dlscharge_lnformatlon
* Overall rating

Clinical Process & Patient Survey

Timeline for FY 2013 Payment
Baseline July 1, 2009 to March 31, 2010
Performance July 1, 2011 to March 31, 2012

22
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© National Performance: FY 2013 Inpatient VBP
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Distribution of FY 13 VBP Adjustment Factors
All Eligible IPPS Hospitals (N = 2,981)
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Inpatient VBP FY 2013
All Eligible IPPS Hospitals

®Win ®Llose m Missing Data

23

Slightly more hospitals are winning than losing payment for VBP in FY 2013

(52 percent with adjustment factors over 1)

The system is budget neutral, but payments are tied to volume so the split is

not exactly even when looking at the hospital level

Approximately 12 percent of hospitals were not eligible for the program due to
missing data (not enough measure data to meet the minimum criteria)

CMS reported a weighted total performance score of 54.4 was the breakeven

point for FY 2013
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£ VBP: movement toward outcomes and efficiency

Hospitals’ VBP payment will increasingly be based on their
performance on outcomes/efficiency

FY 2013 FY 2014

FY 2015

24

B Clinical process
[l Patient experience
B Outcomes

O Efficiency

Active Performance Period

4/28/2013
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© VBP FY 2014 — Distribution of Scores (Premier Model)

Distribution of Hospitals by VBP Earnings

& For FY 2014, adds mortality and rebases benchmarks/thresholds

& Minimum back is 0.24%

& 0% means you earned back your 1.25% contribution

& Maximum back is 2.48% (almost double hospital contribution)

& Breakeven point of 40.3 (CY 10 baseline/CY 11 performance model) o

ppppppppppppppppppp - ©2012 PREMIER IN
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£ FY 2015 Final Measures

© Medicare Spending per Beneficiary — first measure in new
Efficiency Domain

© Medicare Parts A and B spending per beneficiary between 3
days prior to inpatient admission and 30 days post discharge

« Adjusted using age and severity of illness

© Calculating the ratio:

Hospital’'s Medicare spending per beneficiary
National Median Medicare spending per beneficiary

& Implications: Hospital must use their leverage to reduce
spending outside the hospital akin to bundling/ACOs

» Another incentive to reduce readmissions
» Need to work with physicians on post-discharge plans

* Need to strengthen relationships with post-acute care providers

13



© FY 2015 Final Measures

* CDC'’s National Health Safety Network Central-Line Blood
Stream Infections measure

* AHRQ Patient Safety Indicator composite measure

PSI-90 - Composite Anra  NOF 1O e
PSI 03 — Pressure Ulcer X X X
PSI 06 — latrogenic Pneumothorax X X X
PSI 07 — Central Venous Catheter-Related Bloodstream Infections X X X
PSI 08 — Postoperative Hip Fracture X X X
PSI 09 - Postoperative Hemorrhage or Hematoma X

PSI 10 - Postoperative Physiologic and Metabolic Derangement X

PSI 11 - Postoperative Respiratory Failure X

PSI 12 — Postoperative Pulmonary Embolism or DVT X X X
PSI 13 — Postoperative Sepsis X X X
PSI 14 — Postoperative Wound Dehiscence X X X
PSI 15 — Accidental Puncture or Laceration X X X

* Implications: Hospital-acquired conditions will heavily

PROPRIETARY & CONFIDENTIAL - © 2012 PREMIER IN
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© VBP FY 2015 — Distribution of Scores (Premier Model)

Distribution of Hospitals by VBP Earnings
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We calculated a weighted total performance score breakeven point to
be 30.6 based on CY 2010 baseline and CY 2011 performance period
measure data (mortality measures span multiple years) and FY 2015

VBP benchmark and achievement thresholds

4/28/2013
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© Performance in Inpatient VBP by Hospital Characteristic

FY 2013 FY 2014 FY 2015

Urban/Rural

Urban WIN NEUTRAL LOSE

Rural NEUTRAL LOSE WIN
Teaching

Non-teaching WIN NEUTRAL WIN

Under 100 Residents NEUTRAL LOSE LOSE

Over 100 Residents LOSE WIN LOSE
Disproportionate Share

Urban DSH

Rural DSH NEUTRAL NEUTRAL WIN
Ownership

Proprietary WIN WIN LOSE

Urban, Teaching and DSH
Urban, Teaching and DSH
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© Performance in VBP by Hospital Size

FY 2013 FY 2014 FY 2015
Urban Hospital Size (Beds)

X-Smail ess than 100

Small (100-199) NEUTRAL LOSE WIN
Medium (200-299) NEUTRAL  LOSE LOSE
Large (300-499) LOSE  NEUTRAL  LOSE
X-Large (more than 500) LOSE WIN LOSE

Rural Hospital Size (Beds)

X-Small (less than 50

Small (50-99) LOSE  NEUTRAL WIN
Medium (100-149) WIN NEUTRAL WIN
Large (150-199) LOSE LOSE  NEUTRAL

X-Large (more than 200

» Very small hospitals generally win under the VBP Program
» Rural hospitals with 200 or more beds also generally win

4/28/2013
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o Hospital VBP

Measure Baseline Period Performance Period

FY 2016 Final Baseline and Performance Periods

Mortality Measures October 1, 2010 —
June 30, 2011

AHRQ PSI 90 October 15, 2010 —
June 30, 2011

All other measures TBD
CLABSI?
MRSA?
Cdiff?
Provider Flu Vaccine?
Expanded HCAHPS?
Stroke?
VTE?
Early Elective Delivery?
H/K Complications?
H/K Readmissions?
Hospital-Wide Readmissions?

October 1, 2012 —
June 30, 2014

October 15, 2012 —
June 30, 2014

TBD

Hospital Readmissions Penalty Program

PROPRIETARY & CONFIDENTIAL — © 2012 PREMIER INC. o
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© Hospital Readmissions Reduction Program

33

Hospital-specific payment adjustment factor will be
applied to inpatient claims beginning Oct 1, 2012.

1% 2% 3% 3% 3%

Uses 30-day AMI, HF and PN measures based on 3
years of data (July 1, 2008 - June 30, 2011 for FY 2013).

Applies to wage-adjusted base operating DRG payment
amount (includes new tech add-on payment only, no
adjustments for DSH, IME, outlier, or low volume).

For SCHs the adjustment will only apply to the national
portion of the rates, not the additional payment due to the
hospital-specific rates.

PROPRIETARY & CONFIDENTIAL - © 2012 PREMIER INC.

£ Readmissions into the Future

34

Expands in 2015 to include at least:
« Coronary Artery Bypass Graft;
« Chronic Obstructive Pulmonary Disease;
« Percutaneous Coronary Intervention; and
* Other vascular Conditions.

Additions to the IQR program that are likely
to be adopted in the penalty program in the
future:

« 30-day Hip/Knee readmissions
» Hospital-Wide All-Cause Unplanned Readmission (HWR)

PROPRIETARY & CONFIDENTIAL — © 2012 PREMIER INC.
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35

—4—Readmission Rate —#=Expected Readmission Rate

30% +

25%

20%

15% +
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30d Readmission Rate
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AMI PN CHF CABG PTCA COPD Oth Vasc
Proc

Time period: CY 2009, Data Source: CIinicaIAdvisorTM
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o National Performance:

FY 2013 Excess Readmissions Penalty Program

Distribution of FY 2013 Readmissions Readmissions Penalty
Payment Penalty Adjustment Factors All IPPS Hospitals
1,400 m None mSome mMax
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& Almost two-thirds of IPPS hospitals will be penalized for
excess readmissions

© Eight percent of IPPS hospitals eligible for the
readmissions program are receiving the maximum 1%
penalty

> Analysis based on readmissions payment penalty adjustment factors released by
in March 2013 after a correction

4/28/2013
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© Performance in Readmissions by Hospital Characteristic

37

FY 2013
Urban/Rural
Urban 99.74%
Rural 99.70%
Teaching
Non-teaching 99.74%
Under 100 Residents 99.74%

Over 100 Residents 99.58%

Disproportionate Share

Urban DSH 99.72%

Non DSH 99.82%
Ownership

Voluntary 99.72%

Proprietary 99.74%

Government 99.73%

Urban, Teaching and DSH

Urban, Teaching and DSH 99.69%

FY 2013

Urban Hospital Size (Beds)

X-Small (less than 100) 99.85%

Small (100-199) 99.72%

Medium (200-299) 99.70%

Large (300-499) 99.70%

X-Large (more than 500 99.66%
Rural Hospital Size (Beds)

X-Small (less than 50) 99.73%

Small (50-99) 99.70%

Large (150-199) 99.72%

X-Large (more than 200) 99.71%

s oo S

£ Combined Performance Under Both Programs FY 2013

38

National Distribution of Penalties

M Both Programs  m Readmissions Only VBP Only  m Neither

© 30% of IPPS hospitals are losing payment due to both
the VBP and excess readmission penalty program

& Almost 50% are cut under one program or the other
o Less than a quarter of hospitals are escaping cuts from

both programs

4/28/2013
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Hospital-Acquired Conditions Program

39
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© Overlapping Medicare HAC policies

Hospital-acquired conditions Not eligible
(HACs) higher payment

(FY 2008 ongoing)

Catheter associated UTI

Surgical Site Infections

Vascular cath-assoc. infections
Foreign object retained after surgery
Air embolism

Blood incompatibility

Pressure ulcer stages Il or IV

Falls and trauma

DVT/PE after hip/knee replacement
Manifestations of poor glycemic control

X X X X X X X X X X X

latrogenic pneumothorax

Ventilator associated pneumonia
Methicillin resistant Staph. aureus (MRSA)
Clostridium difficile (CDAD)

40

VBP 1% Payment
(rolling in | Cut - TBD
starting (FY 2015)
FY 2013)
X ?
X ?
X ?
2
?
?
2
?
?
2
2
2
2
2

4/28/2013
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© Hospital Acquired Conditions

* The top three drivers of the HAC rate based on current
Hospital Compare date are:

Hospital Acquired Condition

Foreign Object Retained After Surgery

Air Embolism

Blood Incompatibility

Pressure Ulcers Stages Ill and IV

Poor Glycemic Co

41

All IPPS

1.8%
0.2%
0.1%
8.0%

42.2%

21.2%

22.8%
3.7%

£ ReimbursementFocus™ on Action tab of Premier Connect

Do you
know
where
you
stand
under
reform?

Take a

look at
the free,
hospital-
specific
tools for
Premier

members. |

42

@@ Reform Impact File FFYs 2013-2019 Dummy - Microsoft Excel = B =
Home  inset  Pagelayout Formuas  Data  Review  View v @ o @
60 “Cxva] ]
A 8 C [:] £ {2 G I K L‘:"
O PrEMIER
Betun 1o COVER
Premier Memorial Hospital, MPN XXXXXX
2013 - 2019 IMPACT OF SELECTED PROVISIONS OF THE AFFORDABLE GARE ACT (ACA) AND OTHER LEGISLATIVE CHANGES
\TED TOTAL FACILITY PA 1 A es n evenue from Coverage Expansion)
2013 2014 2015 2016 2013-2019
TOTAL FACILITY BASE PAYMENTS® le.ﬁll $25,299,994 $25.927.762; $26,621.7¢ $185,435,981)
13 || TOTAL FACILITY PAYMENTS.ACA AND OTHER CHANGES $24.406,397 1 522,408,871 1
1 TOTAL FACILITY IMPACT 15395,519) I (83.346,083) 1 (83,518,941 1$3,703,920) (§22.595,663)]
S e — T S == A —
| ; ad debt At sl al Sabividrs
| IIPPS OPERATING PAYMENTS: |
I ESTIMATED BASE OPERATING IPPS PAYMENTS. $22aTE 522 566,182
‘Wage Index Floor for Froniier States INA e, m
trom Baze P |
| DSt Poyemers Prior o DSH Fleduction ofter MB: & W1 Changes] sa58as | sae
Paymenta EEEET]
95598 |
(320,450
R
a7 08 |
(3519 (18574
o a0
Valun Bused Purchaning Papment fachiction s727s) w2 e
Volum Based Puschasireg Incentive Payments 2005 s
Value Based Purchasing Nat Impact. $67.460 376424
from Dase P 27 037
RCA MPALT DN OPERATING 1PPS PAYMENTS i
from Base. 0,783 12483
ESTIMATED OPERATING IPPS PAYMENTS ACA 22, AT.754.484
OTHER LEGISLATIVE ACA-velaled)
Lous of Mackcore Dependan Hospital Status A wan o
Percont Change from Base Payments (1) { AAM{
i g N — =
i€ 4> v MR INUT | SOURCES | IMPACT . CHARTS _£3 Mo

[N

4/28/2013

21



© Strategies for aligning payment with outcomes

Culture of leadership and transparency

Physician coordination and buy in is key

Focus on evidence-based care

Cuts/rewards within a hospital’s control

Estimate payment based on prior performance

Benchmark against peers to gauge impact

43

Bundling
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Premier’s Bundled Payment Services
The largest collaborative in the US focused on bundled payment

Collaborative
BUNDLED PAYMENT Members
COLLABORATIVE
- TRINITY €8 HEALTH Mem/t\)erf_ in Model 2
Billings Clinic Cheyenne Regional m-MﬂhOﬂiSl pplication

Medical Center Avsopq i

Rreoea
Health

B8 koureciion
B Hokh o

MA =::= ST JOSEPH HOSPITAL

v
rI Baystate mn Health

[ ckensackume

ca AtlantiCare
& dredell
1§ Daughters of Gharity CarawbaVALLEY
= = Health System = MEDICAL CENTER
@
CaroMont Health

CMS ACE Demo States ]

[ 2009/2010 - 3 years
M Memorial As of 8/08/2012
Reglonal Hospital
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© CMS initial undertaking...more to come

o We are focused on Model 2 of first wave

4 Models Now 4 Models to Come Future Models
Table 1.
Acute Care Hospital .
Payment of Bundle ::;;:T;‘ Hospital Stay plus Post-Acute ::T;’Aw" Care Chronic Care ° Section 3023
Care of ACA by
“Retrospective” 2013?
(Traditional FFS
payment with
iliatic 1 H
',:::.’:i ;a o Model j1 Model #2 Model #3 Model #7 * Med I(?ald
predetermined bundling
target price after
the episode is demos’)
complete)
“Prospective” * Private Sector
(Single prospective In ItlatlveS
payment for an Model #4 Model #5 Model #6 Model #8
episode in lieu of
traditional FFS
payment)

l:l = Current I:' = Future
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© Enter the Employers

Lowe’s: early returns on Cleveland Clinic heart
deal a ‘home run’

r 19, 2010 10:08 am by Brandon Glenn | 0 Comments

Six months after it
cievelanc cinic o Walmart Employees to Receive Free Heart, Spine Services From 6

surgeres on s €n - High-Profile Systems
home improvemen

returns on the allig

Written by Sabrina Redak | O

social Sharing B3 ¥ @ S @2+ o

That's because m

chosen the Clinic
North Carolina-bay ¥almart has expanded a Centers of Excellence program involving bundled payments that will offer heart, spine and

n snokd transplant surgeries at certain high-profile health systems and hospitals at no cost to the Walmart associates,

according

More health systems bundling payments to cut
costs
August 24, 2012 | By Alicia Caramenico

spine procedures to

SHARE Carolinas HealthCare System now is offering bundled payments
~ww======= for certain heart patients and their employers, in an attempt cut
Email  cardiac care costs, reported the Charlotte Business Journal.
Under the bundled payment arrangement, the Charlotte, N.C.-
12 based health system will negotiate a flat fee for angioplasty and
coronary artery bypass surgery. The new payment has been
WTweet  gaining popularity among other major health systems, including the Cleveland
Clinic, who is in talks with defense contractor Boeing about performing heart
33 surgeries on Boeing employees for a bundled payment. Article & CONFIDENTIAL - © 2012 PREMIER ING. D
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Accountable Care Organizations
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© Medicare ACOs across the country

\ NATIONWIDE GROWTH \

Medicare ACOs
W20+

W 10-19

3 5-10

O 2-4

£ Members in 42 States Redesigning Care

Accountable Care Accountable Care
> READINESS COLLABORATIVE

23 systems in 29 markets 67 systems in 86 markets

representing 100+ hospitals, representing 300+ hospitals,
5,000+ MDs and more than 1.5M 12,000+ MDs

accountable care covered lives

[17 members participating in MSSP or Pioneer programsJ

50 ... PROPRIETARY & CONFIDENTIAL ~©2012 PREMIER INC.
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© Shared Savings Model

Expending

ACO Launched

Projected Spending
Target Spending

Shared Savings

Actual Spending

Year

Source: Lewis, Julie. “What Could be Next for Health Reform? The Debate In Washington™
Presentation. The Dartmouth Institute for Health Policy & Clinical Practice. 2009-07-02.
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(v CMS 33 Measures

Measure

Preventive Health
8 Measures

At Risk Population
12 Measures

Patient/Care Giver Exp
7 Measures

Number
5 Measures

1 Measure

2 Measures

5 Measures
PAVEERIES
4 Measures

1 Measure

6 Measures

1 Measure
1 Measure

1 Measure

Care Coordination / Patient 1 pmeasure
SEVE
6 Measures
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2 Measures

1 Measure

‘—I-l
o

Owner
NCQA HEDIS

CMS
AMA-PCPI

MN — Comm Measurement
CMS / AMA-PCPI
NCQA HEDIS

AMA-PCPI

AHRQ

AHRQ
cMs
NCQA HEDIS

AMA-PCPI/ NCQA
AHRQ ACSC

CMS

Shared Savings

Data Submission Source
GPRO Data Collection Tool

GPRO Data Collection Tool
GPRO Data Collection Tool

GPRO Data Collection Tool
GPRO Data Collection Tool
GPRO Data Collection Tool

GPRO Data Collection Tool

Clinician Group CAHPS Survey

Medicare Advantage CAHPs Survey
Claims

GPRO Data Collection Tool

Survey or GPRO Data Collection Tool

Claims

GPRO Data Collection Tool / eRx Incentive Prog
Reporting
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© The Accountable Care Organization Model
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© Major market trends

& Private Exchanges by major employers
© Medical Tourism

© Consolidation of hospitals, health systems, and the
continuum of care

© Blending of delivery systems, health insurance plans,
and technology firms

& New Provider Owned Plans

© Information technology will enable major health care
changes and drive data integration

& Development of value-based benefit design

© Increased patient activation through consumer driven
health plans and other means

& Economy will continue drive payment reductions through
VBP methods S ——
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© PACT Collaborative Learnings

55

Managing populations, not just patients, requires fundamental change
Significant culture shifts will need to occur within organizations

Executive leadership within C-Suite and Board are vital

9 9 9 ©

Transformation will be clinical, with support from financial/payment, HIT,
and legal changes

Physician leadership and professional management is pivotal
Care models to define evidence-based standards are critical

Coordination across the continuum of care is essential

v 9 9 9

Keys to success include a primary care foundation, plus PCMH and
comprehensive informatics across the continuum

Q

Variability is a given...flexibility and innovation is market driven
& Shared learning collaborative is both a motivator and supportive structure

& Private payor readiness to alter reimbursement and share data to support
ACO model varies widely

& Unknowns are plentiful...public and private sector have a lot to learn
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