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Presentation Overview

STROUDWATER ASSOCIATES

» The Role of Counties in the Delivery of Healthcare
» The State of the Industry

= Key Drivers of Change

= |Implications for Counties

» Strategic Responses



The Role of County Hospitals

STROUDWATER ASSOCIATES

= As of 2010, there were 1,068 state and county-owned
hospitals in the US representing 21% of all US hospitals

= While county hospitals may serve as “safety net” hospitals in
some urban areas, in many states they provide a significant
portion of total acute care

= Government-owned hospitals comprise more than 40% of all
hospitals in: Wyoming (66%), lowa (50%), Idaho (49%),
Kansas (48%), Washington (45%), Nebraska (44%),
Mississippi (43%)

= The 10 states with the most state or county owned hospitals
are listed below

- Texas (113) - California (69)
- Kansas (62) - lowa (59)

- Georgia (52) - Louisiana (50)
- Oklahoma (44) - Mississippi (41)

- Nebraska (39) - Washington (39)



County-Owned Nursing Homes STROUDWATER ASSOCIATES

= Of the 15,622 nursing facilities in the US in 2010, 6% were
county or state owned

= The percentage of nursing facilities that were government owned
varied considerably:
= High: Wyoming (45%), Alaska (40%), Nebraska (23%) and
Hawaii (20%0)
= Low: Rhode Island (0%), Maine (1%), Massachusetts (1%),
Connecticut (1%)



Key Physician Trends
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= More residents (32%0) indicated they would prefer to be
employed by a hospital than any other option. Only one percent
of residents indicated they would prefer a solo setting as their first
practice.

= A majority of newly trained physicians are seeking employment
via hospitals, systems or large physician groups

=  Almost one half of residents (48%0) said they are unprepared
to handle the business side of medicine.

= Residents identified “geographic location,” “personal time” and
“lifestyle” as their most important considerations when evaluating a
medical practice opportunity.

= Lifestyle considerations frequently mean that it takes more than
one physician to replace a single “old timer”

= The great majority of residents (94%b6) would prefer to
practice in communities of 50,000 people or more. Only 6
percent would prefer to practice in communities of 50,000 or less.

= The majority of residents (72%) expect to make $176,000 or more in
their first practice.

Source: Merritt Hawkins



Other Components of the Delivery System
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= FQHCs
= RHCs
= Home health / VNAs
= Department of Health / Public Health
= Mid level providers:
= Nurse practitioners
= Physician assistants

= Telemedicine



Why Healthcare Matters

STROUDWATER ASSOCIATES

= The provision of healthcare is vital to a thriving local community
= Economic engine
= The largest or second largest employer in most communities
= A magnet for retirees and economic development

= Access to needed healthcare services is one factor in improving
health status

= Historically, a hospital has been the cornerstone of sustaining a
local medical community via attracting patients and more
recently providing physician employment and practice subsidies

= In many single hospital communities, if the hospital were to
close, the local medical community would significantly downsize



An Industry in Transition STROUDWATER ASSOCIATES

Transition from volume based to value based
« FFS - Value Based Payment / ACO

« “The end of getting paid more to do more”

Quality as payment and market differentiator

Limitations on ability to access to capital, yet
* Information technology needs are accelerating

 Must be able to recruit providers via a national
marketplace for talent

Hospitals as cost centers not revenue centers

« The premium dollar and primary care as key drivers of
strategic strength



Whither the Hospital?
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Has Healthcare Reform Brought the End to "Hospital Systems?"
Beckers Hospital Review, June 05, 2012

= Many healthcare providers don't want to be known as "hospital systems"
anymore. The phrase "hospital system" connotes a sense of limitation
and constraint in today's healthcare environment, in which successful
systems are expected to include surgery centers, physician
groups, home health agencies, rehabilitation facilities and
sometimes even health plans.

Is the Community Hospital a Dying Model, or is it the Future of
Healthcare?

Beckers Hospital Review, May 30, 2012

= As the healthcare industry adopts the philosophy of accountable care,
large hospitals and academic medical centers may seem to have the
upper hand compared with community hospitals, because larger hospitals
typically have greater access to revenue and offer more services along
the continuum of care. However, community hospitals may be able
to develop new care models more effectively because they are
smaller and closely aligned with the community. While often seen as
a disadvantage, community hospitals’ small size may be an advantage in
the drive to reduce costs and improve quality.



Environmental Trends

1. Recession with very slow
recovery

2. Health care reform
uncertainty

3. Continued pressure on local,
state, and federal budgets

4. Escalating pressures from
payment reform

STROUDWATER ASSOCIATES




Th e G re at ReceSSIO n STROUDWATER ASSOCIATES

Percent Job Losses Relative to Peak Employment Month

Percent Job Losses in Post WWII Recessions
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Implications

1.

Slowing or declining utilization,
particularly for inpatient care and
elective procedures

= US admits per 1,000: 114
= Lowest rate: VT @ 79
= Highest rate: WV @ 150

A significant decrease in hospital
utilization is likely via payment
reform

STROUDWATER ASSOCIATES




Implications (continued)
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2. Consumerism and
retail shopping mindset
of patients

= High deductible
health plans

= Emerging
transparency re:
quality and pricing

Percentage of Workers With Deductible of $1,000 or
More

35%
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Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006-2010.; Single Coverage; and The Wall Street Journal.



Implications (continued)
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3. Consolidation via a wide Hosﬂtci:ul\i/lsei:?oer:: and
variety of affiliation by Year
arrangements

= Some newly
developing and
informal

82 85
77
59 61 60
56 . 55 -
= The number of
transactions is up 37
10% over 2010 and
61% than the five
year average.

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011



56% of Hospitals are Part of Systems
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Percentage of Hospitals in Systems
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I m pllcatlons (Contl n ued) STROUDWATER ASSOCIATES

4. Healthcare remains a political hot potato
» Full scope of reform is not understood
= Imperatives for higher quality and lower cost
» Movement toward global budget payments

= Meanwhile regulation is increasing

[NTripleAim

Better Care for Individuals, Better Health for Populations, and Lower Per Capita Costs




Wall Street’s Outlook
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“While higher-rated hospitals are likely to be better equipped to handle the
broader changes resulting from health care reform, we expect to see broad
pressure on the ratios at all rating levels over the medium to long term,
especially for providers unable or unwilling to make the changes necessary
to preserve their financial and operating profiles.”

- S&P, August 2011

“Moody's negative outlook for 2012 is based on the expectation of ongoing
national economic softness, financial and operating pressures resulting from
regulatory changes, and continued balance sheet challenges. The sluggish
economy is the driver of weaker financial results manifested in softer
volumes, weaker payer mix, and stressed operating results.

“Ongoing uncertainty about changing regulatory requirements, healthcare
reform and severe federal budgetary stress is putting pressure on
hospital management teams as they prepare for the coming era of
lower reimbursements and different payment schemes under new
business models.

- Moody’s, January 2012



Implications: Summary

= Stroudwater advises clients to prepare for a more
challenging:

= Financial environment

= Capped and/or lower reimbursements, more
mandated investments

= Falling hospital utilization
= Operating environment
= Greater regulation and transparency
= Significant focus on efficiency
= Consumerism
= Strategic environment
= More competition for fewer dollars

= Consolidation

STROUDWA

ER AS50CIATES



Strategic Implications
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= Past success is not an indicator of future success in the new
environment

- What do the examples of Blockbuster, Xerox and others
tell us?

= QOperating risks for hospitals and providers of all kinds are
Increasing

= The resources — capital, human and technological — necessary
for success are increasing

=  Counties should assess whether their owned healthcare
facilities are positioned to succeed and fulfill missions?

= |f the answer is no or heighted concern about growing
operating risks, one option is to explore partnering options

= Public / private partnerships are an increasingly common
approach to sustaining or renewing critical healthcare
Infrastructure



The Only Constant: Change
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CHANGE

WHEN THE WINDS OF CHANGE BLow HARD ENGUGH,
THE MosT TRIVIAL OF THINGS CAN TURN INTO DEADLY PROJECTILES.




Issues for County Leaders
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= County healthcare assets are facing a turbulent operating
environment

= What skills and additional resources will be required?

= Access to capital for information technology, provider
recruitment and retention, clinical technologies

» Management systems to coordinate care across the continuum
» Progress on quality and efficiency (cost)

= Expertise and systems for managing population health vs.
cases or episodes of care

= Do you have a plan to address these needs?

Remember: your healthcare delivery system is both a critical
health and economic resource



Issues for County Leaders
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What is the best strategy to achieve your County’s
Healthcare mission and vision?

How important is local control/governance?

Is it feasible to remain independent or should your
county seek a partner?

* Independent strategy carries “execution risk.”
= Affiliation strategy carries “partner risk.”

= What are some options to consider?



Public / Private Partnerships
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Hospital
Authority or
District

“You don’t
have to give
up your local

hospital”

Target Hospital

.

Hospital sells assets
to Partner

Hospital Authority
enters into new lease
with Newco for Real
Estate

Partner
Hospital

Hospital receives
cash proceeds

Hospital pays off Assets transferred
debts into new sub
Remainder goes
to Foundation Newco
Hospital Sub

If the hospital real estate is owned by a District or Authority, the Authority can enter into
a new lease, sell the assets to the Newco or joint venture with Newco. The value of the
hospital assets sold will be reduced by the value of the lease payments or ownership

stake retained. 23




Case Studies: Public / Private Partnerships
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= Bannock County, Idaho
= Access to capital as driver
= Partner acquired 80% of county owned facility
= Commitment to build replacement facility
= Funded local foundation

= Governance 50/50

= Bamberg & Barnwell Counties, SC
= Merger of county-owned facilities in two counties
= Bankruptcy
= 100% acquisition by partner

= Buyer pledged to building a consolidated replacement facility



Partnering: Questions/Rationale

= Any hospital considering a partnership should ask
themselves these questions prior to seeking a partner

Why are you considering partnership?
What do you need or want out of a partnership?

What elements are you willing to cede to a partner or
demand to retain?

What are the constraints to a partnership?
The Big Questions:
= With Whom?

= How do we enforce our commitments to the
Community?

STROUDWA

ER AS50CIATES



Defining Partnership Criteria & Objectives
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» Clearly defined Partnership Criteria are the first and most
iImportant step in a good decision process. These
objectives should:

= Be developed collaboratively with hospital
stakeholders, medical staff, community leaders, and
even, If appropriate, the community at large

= Be the focus of the entire decision process

= Serve as the screening and selection criteria for
candidates

» Guide evaluations of and negotiations with partners

» These Partnership Criteria also serve as the framework
for communicating the rationale for and terms of an
affiliation to all the key stakeholders



Defining Partnership Criteria & Objectives
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Examples of Community Objectives:
= |mprove access to local care

= |Improve measureable levels of clinical care and
patient satisfaction

= Access to capital

= Enhance recruitment of physicians

= Upgrade hospital medical facility and equipment
= Commitment to employees

= Governance and local control

= Commitment to the community



Communications is Key
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= Communications is Key to a successful public / private
partnership process

= Timing of what to communicate and when is crucial

= Communications should be framed around the
Partnership Criteria established early in the process

= Effective communications requires the active
iInvolvement of the County Leadership, Provider Board,
Provider Leadership, Medical Staff and the Partner

= Have a plan and be prepared



Thank You and Contact Information
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If you have questions or feedback, please feel free to contact either
presenter of today’s webinar.

= John Peel = Jeff Sommer
Principal Principal

615.944.0404 207.221.8255
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£ Fixing healthcare from the inside

Premier healthcare alliance

* Transforming healthcare together
Why is healthcare spending unsustainable?
Federal and private sector solutions
Premier’s test and scale methodology & results
What is needed now and the role of counties



© Premier is the nation’s largest healthcare alliance \;I":d

Natjonal

IO Auward
Recipicnt

Our mission: To improve the health of communities

2,600

member
hospitals

1in every 4

Owned by

hezalthoce?e 83,000+

providers Alternate sites
of care

$4.2 BILLION
savingsin 2011

$43 BILLION

Database

representing in group

purchasing
volume

u.S. Award-winning
dischargesd environmentally
Five-time sustainable

winner program
of Ethisphere’s

most Ethical
Companies

award
©2012 PREMIER, INC. D



o Premier healthcare alliance:

Uniting a fragmented healthcare system

Make healthcare supply chain as efficient, effective as possible

Deliver continuous improvement in cost and quality;
and enable success in new healthcare delivery/payment models

Integrate data to create meaningful business intelligence

©2012 PREMIER, INC. D



O Healthcare spending and inflation: outperforming

Annual change in spending

+189% -- . .
Adjusted for inflation Unadjusted
+12 - . N R o AP
+1.4%
change
+8 - -
+4
+0
'80 '85 90 '95 ‘00 '05 10

New York Times, April 29, 2012, Based on Bureau of Economic Analysis research

©2012 PREMIER, INC. D



£ Why is healthcare spending growing?

Payment misalignment

* Rewards volume

e Focused on silos

e Competing incentives

e Legal impediments to collaboration
Fragmentation

e 15 years for diffusion of a standard practice

* Significant practice variation

Lack of consumer engagement

©2012 PREMIER , INC. D



£ The overarching strategic umbrella of healthcare reform

Track 2

e DSH cuts .
* Nonpayment for Wy
preventable or unnece

©2012 PREMIER, INC. D



Changes are upon us now!
2010 ) 201t 202 2013 204 2015 2016 ) 2017 ) 2088 ) 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
Medical Device Tax (2.9 B annually)
Medicare DSH Payment Reduction

Independent Payment Advisory Board (IPPS hospitals exempt until 2020)

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 Q@ 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

DELIVERY SYSTEM PROVISIONS
RULE MAKING @ Accountable Care Organizations

Center for Medicare and Medicaid Innovation
Bundled Payments Pilot

©2012 PREMIER, INC. D



£ Push/pull to accountable care (in X years?)

Track 1 -
Cuts to Mediclg'aghwstem

Readmissions penalty
e Penalty = 5x readmissions payment

HACs penalty

Partnership for Patients
e Will set a higher bar

Value based purchasing

e Efficiency measure: total spending 3
days prior/30 days post

e (Care coordination measures

Private Payors and Medicaid

Bundled payment: 2016?

Track 2 - Pull

Disrupt Existing System
MSSP

Pioneer
e Flexible design; retro & prospective
attribution

State/Federal duals demo
e State partnership; eased enrolling

Medical home demo; new CMMI
Primary Care Initiative

Reducing readmissions from nursing
homes demo

Bundled payment demos

©2012 PREMIER, INC. D



£ Our journey to care integration

10

Value-based purchasing:
HACs, quality, efficiency, cuts

High-performing hospitals

* Most efficient supply chain

e Best outcomes in quality, safety
* Waste elimination

 Satisfied patients

Bundled payment

High-value episodes

* DRG and episode targeting

* Care models and gainsharing
e Data analytics

* Cost management

Capitation

Population management

Population analytics
Care management
Financial modeling and
management

Legal

Physician integration

©2012 PREMIER, INC. D



£ QUEST participants

Quest 2.0 members 3¢

©2012 PREMIER, INC. D
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£ Real, sustained improvement over time

- 18 Months m

Lives saved 8,118 13,285 17,264 20,314 24,820
Dollars

<aved S685M S1.3B S2.1B S3.2B S4.5B
Patients

receiving 18,359 31,090 44,629 60,247 75,638
all EBC

If all hospitals across the country achieved these gains, an estimated 87,250 lives and
$34 billion could be saved each year.

©2012 PREMIER, INC. D
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v

QUEST participants compared to national: Mortality

13

trends
Mortality O/E Trends
4-Quarter Moving Average
National Data from MedPAR and QUEST data from Premier
1.20
1.10
1.00
0.90
0.80
0.70
D.G’D I T T T T T T T T T T T T T T T T T 1
© A A A QO QO QO O
S LSS S LS L&

—— QUEST (N=131) —#— National (N = 131)

Quarterly results reflect moving averages centered on the corresponding quarter.

©2012 PREMIER, INC. D



O Cost trend comparison

14

$10,500
$10,000
$9,500
$9,000
$8,500
$8,000
$7,500
$7,000
$6,500

$6,000

Case Mix Adjusted Cost Per Discharge

Not Adjusted for Inflation
4-quarter Moving Averages

T T T T T T T T T T T T T T T T T 1
3q06 4q06 1q07 2q07 3q07 4q07 108 2q08 3g08 4q08 1q09 2q09 309 4q09 1ql0 2gl0 3q10 4qlo0
== QUEST Participants (N = 131) == National Trend (BLS price index for inpatient hospital services (series 555702)

Quarterly results reflect moving averages centered on the corresponding quarter.
National inflation base value is the average of a matched cohort.

©2012 PREMIER, INC. D



£ QUEST continues to raise the bar

. quesTio-sax% A

of Care

* QUEST 2.0 =95%

Evidence- .

hased Mortality

= e —
BN A, e QUEST2.0=0.76
r':'l'r'-‘ ﬁ |Ir )
- O — = Eu;l:' H

* QUEST 2 o o 115 lru-u:u:e'::.l:;:?mnuuuw
Patient
R Experience

m Readmissions e QUEST 2.0=73%

¢ Top performance = 8%

©2012 PREMIER, INC. D



O Premier’s bundled payment services

The largest bundled payment collaborative

r—a TRINITY € HEALTH ,
Billings Clinic 0" Cheyenne Regional ﬂ Methodist

Medical Center Aver 2 %
’l} PROVENA ﬁﬁ Resurrection
Health * Health Care”

Allegiance

='= ST JosEPH HOSPITAL

| P
VZ R Baystate r@n Health

X NJ ’ ' HackensackUMC
o DE _
A vo  AtlantiCare
DC aking You fell Into e Future
D h f Chari
= = ?I-lgalmlg}:tem G E Eﬂﬂggréﬁﬁ\é\éjﬁiﬁ
@
=\ dventist Health CaroMont Health

16

= Memorial

= Hegional Hospital

As of 3/23/2012

©2012 PREMIER, INC. D
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Premier’s Bundled Payment Collaborative
Core services and collaborative offerings

O

©

Application

@ - Lo Support e .
Cost Reduction e @

Identification *, Education

TBD in collaboration with
Cohort members

CMMI Application-Decision TBD in collaboration with

Support for Model 2 * g&gﬁ:'ﬁgggpzm for Cohort members
« Member applying with :  Ongoing support for
Premier as Convener * gﬁghe;t"&dcﬁﬁ?w CMMI Model 2 :
» Members applying dlone Models 5-8 » Needed support for
..... . Memhersdeciding o ACA2013 bundled CMMI MDE.IPJS 5-8
tonotapplyatall, payment pilot * Commercial and/or
@ per completed analysis o Commercial and/or Medicaid opportunities @

Gainsharing Medicaid opportunities

Incentive
Plunning

Episode
Definition

CoreRedesign/ = © Measurement
Model et Development
Development ARSI (Triple Aim) /™

©2012 PREMIER, INC. D



O Premier’s bundled payment services

Education sessions

e ACE Demonstration

Established Episode definitions:

Legal considerations

Knee/hip joint replacement
Lumbar spine fusion

PTCA with stents

CABG

Heart valve replacement
Colon resection

Gainsharing model developed

Provider contract templates

Methodology/strategy
development

18

Claims analysis conducted
Care Redesign

e Educational workshops on clinical
care redesign and care model
development

* Tools

»

»

»

»

»

»

Care improvement application
guidelines

Governance considerations guide

Care redesign capabilities
assessment

Current state opportunities grid
Care model intervention grid

Detailed bibliography and
reference guide

©2012 PREMIER, INC. D



£ PACT (accountable care) collaborative participants

As of 6/8/2012

PACT toussonsme

PACT

> READINESS
COLLABORATIVE




£ What is an Accountable Care Organization?

20

An ACO is a legal entity, typically comprised of a health system or independent
provider organization, that contracts with CMS under the Shared Savings

Program with an objective of creating efficiency against historical benchmarks for
service delivery

In exchange for their efforts, CMS will share a portion of the savings generated
by the ACO with the organization

ACOs were designed with a three-part objective:

1. Better Care — in a safe environment, equitable to all who seek it and
available when needed

2. Improved Health — accomplished through prevention and chronic
care management

3. Lower Per Capita Costs — intended to reduce the trend of cost
increases associated with the Medicare FFS population

©2012 PREMIER, INC. D



£ Innovating to drive coordinated care

21

Population Healtf

Health
Agencies

Payor Partners:

Insurers
Employers
States
CMS

Hospice

Coordination and collaboration —
Overcome fragmentation so care is
convenient and coordinated

Data collection and use — Consistent
data across settings to measure
progress

Measure value — Need to measure
savings, quality and satisfaction

Population health focus —Reward
wellness rather than services
provided

Time — Long-term commitment, so
efforts toward transformation need
to start now

Shared savings — Aligning
reimbursement so providers can
capture income based on savings
delivered 02012 e, . 09



& Medicare ACO basics

22

Patients are assigned to the ACO based upon their pattern of utilization

(No election or lock-in)
Minimum 3 year agreement
Required to have structure to receive and distribute payments for shared savings

Enough Primary Care Physicians (PCPs) and other providers to care for assigned
patients (minimum 5,000)

Program effective January 1, 2013

Participation voluntary for providers

PCPs can only participate in one ACO

Providers paid fee-for-service payments by CMS

Shared savings payments distribution made by ACO

©2012 PREMIER, INC. D



£ ACO Shared Savings

ACO Launched
Projected Spending
Confidence interval
Shared Savings

> Actual Spending

=

o

o

n

-3 -2 -1 0 1 2 3
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.

©2012 PREMIER, INC. D
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o Medicaid programs implementing or
planning to apply accountable care principles

Implemented Planning
& California & Massachusetts
& Colorado o New Jersey
“ Minnesota © QOregon
& North Carolina & Washington
& New York & Utah

ACO WANNABES

Status of plans for ACOs or similar models in 11 states searching for ways to control Medicaid costs
CALIF. COLO. MASS. MINM. M. OKLA. WASH, UTAH

m- ' A~wuigujh

Linder Scheduled Scheduled Scheduled Scheduled Scheduled
Launﬁd Launched discussion Launched tolaunch Launched tolaunch  Rejected  tolaunch  tolaunch  to launch

Source: Modern Healthcare reporting MODERN HEALTHCARE GRAPHIC

©2012 PREMIER, INC. D
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> How you can help advance needed change

25

Ask your hospitals how they perform on QUEST measures

e Measures are publicly available and achieved by all hospital types

Advance payment reforms
 Reforms that reward quality improvement and cost reduction

 Reforms that enable providers to be accountable for targeted
populations

Encourage participation in best practice sharing collaboratives
e Means to speed performance improvement
 Encourages transparency and healthy competition

e Counters the not-invented-here perspective

©2012 PREMIER, INC. D



& Specific information interest?

If you would like a copy of organizations participating in
these collaboratives, email:

Susan_Ueberroth@premierinc.com

To learn about QUEST measures and results:

https://www.premierinc.com/quest/year3/quest-year-
3-collaborative-findings.pdf



https://www.premierinc.com/quest/year3/quest-year-3-collaborative-findings.pdf�
https://www.premierinc.com/quest/year3/quest-year-3-collaborative-findings.pdf�
https://www.premierinc.com/quest/year3/quest-year-3-collaborative-findings.pdf�
https://www.premierinc.com/quest/year3/quest-year-3-collaborative-findings.pdf�
https://www.premierinc.com/quest/year3/quest-year-3-collaborative-findings.pdf�
https://www.premierinc.com/quest/year3/quest-year-3-collaborative-findings.pdf�
https://www.premierinc.com/quest/year3/quest-year-3-collaborative-findings.pdf�
https://www.premierinc.com/quest/year3/quest-year-3-collaborative-findings.pdf�
https://www.premierinc.com/quest/year3/quest-year-3-collaborative-findings.pdf�

D PREMIER

TRANSFORMING
HEALTHCARE TOGETHER"

Thank you.
Questions? Comments?
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£ State Legislation: Payment reform

Alabama

Implemented a self-
reporting mechanism
for hospitals in FY
2011 to reduce
payments for
preventable events by
reporting ‘never
events/serious
preventable events.’
Replaced local
technical specifications
for data collection with
HEDIS measures.
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Implemented flexible
payment options to
encourage the
development and
implementation of
health homes, ACOs,
or other programs to
reward quality care and
efficiencies in care
delivery.

““

Implemented Inpatient
Quality Incentive
Program in which
hospitals meeting
criteria receive bonus
payments.

Created the Medicaid
Payment Reform and
Innovation Pilot
Program in the Dep. of
Health Care Policy and
Financing for the
purpose of
implementing payment
reform projects in
Medicaid within the
framework of the
accountable care
collaborative. Provides
that the Department
shall allow for payment
proposals that include,
but need not be limited
to, global payment, risk
adjustment, risk
sharing and aligned
payment incentives for
health benefits.

Phasing in managed
care over the period
Jul. 2012 to Oct. 2014.
Developing a P4P
program that will award
enhanced assignments
to higher performing
health plans, using
HEDIS and other
quality metrics to
identify higher
performing plans.

Implemented the
“Integrated Care
Program” to improve
health care quality and
outcomes for
approximately 40,000
beneficiaries. MCOs
are required to
establish an integrated
care delivery system
connected with EMRs
where care is
organized around the
needs of patients.
Systems will use
nationally recognized
P4P measures that
reward providers with
incentives based on
select measures.
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£ State Legislation: Payment reform

Massachusetts* (penping)

After two years of discussion and debate, the Massachusetts Legislature must now
deal with two huge pieces of payment reform and cost control legislation.

Each bill states that overall health care costs should rise in concert with the growth in
the state’s economy. The House’s benchmark is 3.6 percent for 2012 and 2013. In
2014 and 2015, it would be equal to the growth in the state’s economy (as measured
by the Gross State Product, or GSP). From 2016 to 2026, it would be equal to a half
percentage point below GSP from 2016 to 2026, and equal to one point above GSP
after 2027. The Senate’s cost benchmark is a half point below GSP through 2015,
and equal to GSP from 2016 to 2026.

The House imposes a penalty on providers who costs are 20 percent higher than the
benchmark. It establishes rate setting for governmental units. The House gives the
state the ability to force providers to reopen contracts that it considers contributing to
excessive spending. The House gives the attorney general to block unreasonable
increases in rates, and block changes that adversely affect patient access and the
quality of care. In the Senate bill, groups that exceed the benchmark must file
improvement plans.

The bills define ACOs and their requirements. They provide a 2 percent bonus in
Medicaid payments to providers starting in July 2013, if they move to alternative
payment methodologies.

30

The Commissioner of Human Services is required to contract with an
independent vendor with demonstrated expertise in evaluating
Medicaid managed care programs to evaluate the value of managed
care for state public health care programs. Requires the evaluation to
be completed and reported to the Legislature by January 15, 2013.
Requires the determination of the value of managed care to include
consideration of the following, as compared to a fee-for-service
program: (1) the satisfaction of state public health care program
recipients and providers; (2) the ability to measure and improve
health outcomes of recipients; (3) the access to health services for
recipients; (4) the availability of additional services such as care
coordination, case management, disease management,
transportation, and after-hours nurse lines; (5) actual and potential
cost savings to the state; (6) the level of alignment with state and
federal health reform policies, including a health benefit exchange for
individuals not enrolled in state public health care programs; and (7)
the ability to use different provider payment models that provide
incentives for cost-effective health care.

©2012 PREMIER, INC. D3



Thank you for participating in NACo's webinar

For more information about
NACO's Healthy Counties I nitiative, visit
www.naco.or g/healthycountiesinitiative

For questions about thiswebinar, please contact
acardwell@naco.org
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The Voice of America’s Counties
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