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"If your actions inspire others to dream more,
learn more, do more, and become more, you are
a | e a damn Quincy Adams
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A What is impacting our industry?

A What strategies have to be in place to thrive and
to win?

A Who has already started to tackle change and
won?

A How is HFMA helping you embrace change
successfully?

A What is your personal plan to embrace and lead
the change?
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Key Factors Reshaping the U.S.
Healthcare Environment

Demographic

Changest
Personalized .
Medicine Rising Costs
Disruptive Patient
Technology U S Experience

Healthcare
Information E nVI ro n m e nt Empowered

Technology Consumers

Constrained Health
Budgets Reforms

Regulatory
Pressures

Note(s):
1As aging population is increasing across the globe, focus on healthcare is going to increase. This will also increase the
focus on preventive healthcare rather than treating people when they fall sick. LEADING
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Realignment Is Erasing Traditional
Healthcare Boundaries

Driven by demands for care transformation, the healthcare industry is
realigning at an an unprecedented pace.

SHARED GOAL

The IHI Triple Aim

Population Health

Experience of Care Per Capita Cost

The Triple Aim framework was developed by
the Institute for Healthcare Improvement in
Cambridge, Mass. (www.ihi.org).
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Presentation Overview

A Organizational Performance
I Cost Reductions/Capital Access
| Business Analytics
I Payment Reform & Value-Based Purchasing
I Population Health & the Care Continuum

I Revenue Cycle
ALeadership é What does it
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An Interesting New Challenge

“We're not sure if your benefits cover anesthesia.
So we're 90ing to have our CFO read to you
from the ACA Law until you're out.”

E’ﬁ | SO Shout-out to Relay Health- as published in hfm magazine LEADING
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Cost Reduction

The need for rigorous cost management is clear. Accelerated
by unsustainable growth in national healthcare costs, the
emerging value-based business model and healthcare reform
will push hospitals and health systems to improve quality,
access, and outcomes, while reducing expenses.

From hfm, March 2012, Kaufman Hall
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Cost of
Chronic
Care

2003-2023
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Source: http://www.good.is/posts/the-cost-of-treating-chronic-disease
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U. S. Ranks Last I n Ef f1I C

EXHIBIT ES-1. OVERALL RANKING

COUNTRY RANKINGS

1 N >4 ¢
Bottom 2* nis rah
NOR UK
OVERALL RANKING (2013)
Quality Care
Effective Care
Safe Care

Coordinated Care

Patient-Centered Care

Access

Cost-Related Problem

Timeliness of Care

Efficiency
Equity
Healthy Lives

Health Expenditures/Capita, 2011**

Notes: * Includes ties. ** Expenditures shown in $US PPP (purchasing power parity); Australian $ data are from 2010.
Source: Calculated by The Commonwealth Fund based on 2011 International Health Policy Survey of Sicker Adults; 2012 International Health Policy Survey of Primary Care Physicians; 2013 International Health
Policy Survey; Commonwealth Fund National Scorecard 2011; World Health Organization; and Organization for Economic Cooperation and Development, OECD Health Data, 2013 (Paris: OECD, Nov. 2013).
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Quest f
Pur pose
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W hat are the most important reasons for an organization to consider a new organizational arrangement?
Cost efficiencies/
economies of scale

Improved or sustained
competitive position

Physician network/
clinical integration

Ability to manage the health
of a defined population

Access to capital

Risk contracting experience

None

0 10% 20% 30% 40% 50% 60% 70%
B Ranked1&2
Source: HFMA Value Project, 2014. hfma.org/valueproject LEADING
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AMAOSsSs Cost Reductil on

The American Medical Association identified
four broad strategies to contain healthcare
costs and get the most for our dollars:

1. Reduce the burden of preventable
disease

2. Make healthcare delivery more efficient

3. Reduce nonclinical health system costs
that do not contribute to patient care

4. Promote value-based decision making at
all levels.

Source: fANGetting the most for our health care (uoukedmgdtS 0,
LEADING
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Del ol tteds nRadi cal

By many estimates the reduction must reach
20%-30% of total cost structure by 2015 to be able
to confront a lean, health-r e f or med envi r

Reductions from government payers, pressures

from lower commercial rates, pricing transparency,
narrow networkse all equat
base.

Source:
http://www.deloitte.com/assets/Dcom-
Singapore/Local%20Assets/Documents/Industries/2012/Life%20Sciences%20and%20Health%20Care/Health%20Care/Radical%20Cost%20Reduction.pdf
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Operational vs. Strategic Approach

Operational Strategic

1. Bottom up 1. Top down
2. Changes underlying
delivery and profit
model

2. Looks to drive
Incremental change

3. Derives value from
making organization
better than peers

3. Derives value from
making the organization
different

Source:
http://www.deloitte.com/assets/Dcom-
Singapore/Local%20Assets/Documents/Industries/2012/Life%20Sciences%20and%20Health%20Care/Health%20Care/Radical%20Cost%20Reduction.pdf
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Tool For Readiness Assessment

Unprepared Hospital Well-Prepared Hospital
Most departments look great in A .
current productivity and budget ggressive cost-management
reports, but hospital perfformance targets

Target Setting and Tracking -l%ﬂimI - ! :

Focus of cost-management Extensive scope of cost-

g S management effort addressing
Scope of Cost Management —I effort is tairly limited - 1 all major drivers g
N l 1

Focus exclusively on individual Decision making driven by the
Systems Thinking | departments and silos I greater good |
J | Schedules, staffing plans, J

Total disconnect between plans, targets, budget, financial needs

Alignment targets, and financial performance aligned

Highly creative and unending Demanding culture with litte room

Accountability and Execufion excuses are the norm for excuses
] % 1 I
Lots ofwurkamunruiis forﬁ_ . | i

fogett taffi ..

Manzgement Contro ks :g:gﬂ?fé: thagt?heyewsa?'lt e Strong controls on hiring and use
v | of premium labor |
r.y 1 I

) ) Managers told fo cut cost with )
Operational Planning no evidence that fundamental Structured process in place to

Ichanges are being made I drive changes in how work is done I

Mechanisms in place to rationalize

Overhead Management Overhead senvices and functions overhead and corporate/system
I'ﬂ:.r below the radar” I expendituresl
Stro
Composite Position — —
Source: Kaufman, Hall & Associates. A Guide to Strategic Cost Transformation in Hospitals and Health Systems, March 2012 LEADIN G
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How Much Is Enough?

A Capital needs and related shortfalls

A Medicare breakeven analysis

A Current and desired bond rating

A Market dynamics

A Current negotiations and at-risk contracts

A The impact of transparency and benefit design

LEADING
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Capital Access

In an era of healthcare reform, with declining payment, concerns
about reducing costs, and exploration of new organizational
structures to improve accountability for population health,
uncertainty abounds among healthcare providers. Considerable
Investment and reinvestments are critical to the profitability and
survival of hospitals and health systems today.

Bond Financing in Volatile Times, HFMA,
March 3, 2014, Gould & Blanda
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Ratio of Upgrades and Downgrades
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2014 RATING AGENCY OUTLOOKS

* Moody’s: Negative
* Standard & Poor’s: Negative
* Fitch: Negative

Sources: Moody’s Special Comments published quarterly; Moody's Investors Service, Standard & Poor’s, and Fitch Ratings 2014 Healthcare Outlook reports.

Wait and
see
I}
\
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£33 =
E—1

Source: Kaufman Hall. 2014. Healthcare Leadership Conference
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Business Analytics

AWe developed the concepts I n this
building a framework from the ground up. We followed an iterative
approach, generating ideas inspired by the data, testing those ideas
against the evidence, watching them bend and buckle under the weight
of evidence, replacing them with new ideas, revising, testing, revising
yet again, until all the concept
From Great by Choice, Jim Collins 2011
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Business Anal yt
nf ormati ono f

o f Rel 1 abl e |

Lower Degree of Risk and Integration Required Higher
Penalties
Fee for Pay for for Adverse/ Episodic Dise ase/Chronic Total Health
Focus Area Service Performance Preventable Events Bundling Care Management Management
Fina::lalcﬂel?orti\g Procedure-Level Activity-Level Longitudinal Per Mamber, Per Month
Quality Core Process Condition Population
Reporting Measures Measures Owdcome Maassres Measures Indicators
Business Supply/Drug Medical/Surgical Lifestyle
Case and Productivity Interventions Interventions
i ) . Acute Ambulatory Claims and Heatth Risk Assessment,
Decision Support Systems Fnancial Data Quakity Data Indicators Prescription Info Biometrics, and Predictive Modeling
Low Degree Medium Degree High Degree

Source: Building Value-Driving Capabilities: Business Intelligence. An HFMA Value Project report.
2012. www.hfma.org/valueproject
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How to Apply Data Mining to
Everyday Clinical Practice

Content A Standardizes knowledge work
System
z =

A Systematically applies evidence-based best
practices to care delivery

A Drives change through new organizational
structures, especially teams
Deployment A Requires true organizational change to
System drive adoption of best practices throughout
an organization
y N

Enterprise A Aggregates clinical, patient satisfaction, and
Data other data

VYT T A Enables analysts to identify patterns that can
(Analytic System) iInform decisions

LEADING
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Payment Reform &
Value Based Purchasing

Payment reform is changing health care, bringing with it the
need for new competencies for success. Healthcare leaders
need innovative strategies to integrate with physicians,
manage risk, reduce cost and price bundled services, and
enhance quality while lowering cost. Business as usual is not
an option.

Healthcare Payment Reform T Accelerating Success, HFMA
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Moving Away From FFS
CMS Issued this

HHS has set a goal of tying 30 percent of traditional, or fee-for-service,
Medicare payments to quality or value through alternative payment
models, such as Accountable Care Organizations (ACOs) or bundled
payment arrangements by the end of 2016, and tying 50 percent of
payments to these models by the end of 2018. HHS also set a goal of
tying 85 percent of all traditional Medicare payments to quality or value
by 2016 and 90 percent by 2018 through programs such as the Hospital
Value Based Purchasing and the Hospital Readmissions Reduction
Programs. This is the first time in the history of the Medicare
program that HHS has set explicit goals for alternative payment
models and value-based payments.

To make these goals scalable beyond Medicare, Secretary Burwell also
announced the creation of a Health Care Payment Learning and Action
Network. Through the Learning and Action Network, HHS will work with
private payers, employers, consumers, providers, states and state
Medicaid programs, and other partners to expand alternative payment

models into their programs. —_— —
@ Per email correspondence on 1/26/15 from Centers for Medicare & Medicaid Services <CmSIists@subscriptions.cms.LhEsAg%l))vLN G
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Anot her

85% by 2016
and 90% by

2018 of this
category

v

way

of

30% by end of
2016 & 50% by
end of 2018 of
this category

v

| 00 K I

Category 1: Fee for
Service—No Link to
Quality

Category 2: Fee for

Service—Link to Quality

Category 3: Alterative Payvment
Models Built on Fee-for-Service
Architecture

Category 4: Population-Based
Payment

fee-for-service
Majority of Medicare
payments now are

linked to quality

purchasing

Physician Value-Based
Modifier
Readmissions/Hospital
Acquired Condition
Reduction Program

Medical homes
Bundled payments

Description | Payments are based At least a portion of Some payment is linked to the Payment 1s not directly triggered by
on volume of payments vary based on the | effective management of a service delivery so volume 1s not linked
services and not quality or efficiency of population or an episode of care to payment
linked to quality or health care delivery Payments still triggered by Clinicians and organizations are paid
efficiency delivery of services, but and responsible for the care of a
opportumties for shared savings or | beneficiary for a long period (eg. =1
2-sided risk year)
Examples
Medicare | Limited in Medicare | Hospital value-based Accountable care organizations Eligible Pioneer accountable care

organizations in years 3-3

Some Medicare Advantage plan
payments to clinicians and
organizations

Some Medicare-Medicaid (duals) plan
payments to clinicians and
organizations

g healthcare financial management association
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Rahul Rajkumar, MD, JD; Patrick H. Conway, MD, MSc; Marilyn Tavenner, RN, MHA
CMS- Engaging Mulitple Payers i, Payment Reform. JAMA. 2014;311(19(:1967-1968




Goals of Payment Reform

(7 x>

Cost containment goals Quality goals

* Reverse the FFS incentive to « Increase or maintain appropriate
provide more services and necessary care

* Provide incentives for efficiency « Decrease inappropriate care

* Manage financial nsk « Make care more responsive to

« Align payment incentives to support patients

quality goals « Fromote safer care

Source: http://www.rand.org/pubs/periodicals/health-quarterly/issues/v1/n1/03.html
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Industry Tipping Point

/

2. What percentage
of our net revenue
will be at risk?

1)
MEN
\SK—BASED L
R

Revenue

1.When will our
market tip?

Time
A How do local market conditions impact timing considerations?
A Can market-changing events create an urgent paradigm shift?
A What is my step-change business model risk?

A Do | have the financial tools to adequately analyze relevant states?
LEADING
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Hospital ACA Mandatory Programs
| vBP___ | RRP____ | HAC

All or None
Payment Type Bonus/Penalty Penalty Penalty
% of Medicare 1% 2013 1% 2013 1% 2015+
Inpatient $s 1.25% 2014 2% 2014
1.5% 2015 3% 2015+
1.75% 2016
2% 2017+
Description of Addition of Three core Two domains:
Metrics domains through diagnoses with Safety and
2015 with additional 2 in Infections with
dynamic metrics 2015 and more to infections
every year be added in later  weighted higher
years and additional

Infections added
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And Now the Physicians

phase

Year/Program Mea{;;r;gful Mﬂ?jlprﬁi:r
2012 1.0%
2013 1.5%
2014 2.0%
2015 1.5% 1.0%* 1.0%
2016 2.0% 2.0% 2.0%
2017 - 2019 2.0% ;DE; 3;;” 4.0%*

* Penalties will be greater for unsuccessful e-prescribers

** Penalty amount could increase up to 5% depending on meaningful use success rates

*** Ag indicated in the proposed 2015 Medicare physician fee schedule

WG AT &) rghts reervsd

Copyriphl 514 Mecicsl Grogp Mermpersci Sesoosor”

MGMA
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Maximizing & Protecting: Hospital

2013 2014 2015
et D= ] Ma Hay Jul Sep How Jan Har My Jul Sep Mo
FFY 2015: 10/1/14 Impact
H.a%"i'ﬂp, 3% RRP. 1% HAC) e
EasLres L EMLED12/30013 |

FFY 2016: 10/1/15 Impact

Ll.?E-%"I'E-F', 1% HAL, 3% RRF)
ortaligy

CLABSI

CALM

=

&HRQ PSF3n

Core Meazures

HCEHPS

Efficiency (Per Baneficiary)

Hespital &cquirsd Conditlon

Readmissions

FFY 2017:10/1/16 Im%Fa:t
2% VBR 3% Readmissions, 1% HAC)
ortaligy

Saferty: CAUIT, CLABSI, C.DnT, MRSE, 551

Safety: AHRI FSI-50

Core Meazures

HCAHPS

Efficiency (Per Ben=ficlary)

Resdrmissions

Hezpital &equirsd Condition

FFY 2018: 10/1/17 Imafa:t
(2% VBE 3% Readmissions, 1% HAC)
Hortaligy

AHROQ

Resdrmissions

FFY 2019: 10/1/18 Imofa:t
2% VEE 1% Readmissions, 1% HAC)

ortality . PeformermPered7?/i0&-6000p07 020 00 0 0 00 0 00 |
Ohutrermes - THATHA [ PorformencePorisd 3/afus630/sy 00000 |
Safety: AHRD) FSl-50
Ressdrrissions L Porformarce Peried 7/114-6/20/17
Legend v Fedenl Rzcal Vear [ Hertslity i8R I cors Memsures, CLARSI, CALTI, AHRG FSls (VER
VEF \alue-Based Furchasing B F:zedmizzions RAP Hospital Aoquired Canditions (HAT)
AFP  Readmission Reduction Program HIAHPS (VEF) I Me=dicare Spend Per Beneficlary (VEF)

H&C  Hespiial Acquired Conditions

DHG healthcare sgeenmana

haalthearalldhgllp.com
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VBP Shifting of Domain Weights
>
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