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Where the $2.3 trillion went
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Hospital Care
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Healthcare Reform Only Answers Coverage Issues

What is fraud?

A white-collar crime that involves
the filing of dishonest health care
claims in order to turn a profit.

/

What is abuse?

Reckless disregard or conduct that
goes against and is inconsistent
with acceptable business and/or
medical practices resulting in
greater reimbursement.




Finding Money for Healthcare Reform

$60 billion

lost to fraud yearly
in the private
insurance sector

$72 billion
spent in 2008
government wide
“improper
payment” cost the
US Treasury about
4% of the total
outlays
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Hospital and
Physician markups
account for up to
3000% above the
cost of delivery

Providers say they
must cost-shift the
shortages of the
government.

Insurance
companies are
being viewed as
the cause of all
healthcare
problems

Inflation, premium
increases, and
unaffordability




Healthcare Reform Does Not Answer nor Address Costs

Where Does Your Health Insurance Dollar Go

Insurer Profits
Consumer Services’, Provider Support and Marketing

I Government Payments, Compliance, Claims Processing and Other Administrative Costs
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Projections of Premiums Under Reform

A study by PriceWaterhouseCooper (Dec, 2009) indicates health premiums will increase 110%
under the healthcare reform(2011 to 2014). More out of pocket costs will be shifted to

consumer as employers try to address effects of the more open benefit schemes required.

® Growth under prior law (2,10 projections)
B ® Growth under current law (/10 projections)
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source Centers for Medicare and Medicaid Services, Office of the Actuary, Mational Health Statistics Group.




Annual Premiums for Single and Family Coverage

—
(U]

® Single coverage

i

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

[
.}

o

(9)]

Thousands of dollars

source Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2010. noTe All of the estimates except 1999 (both single
and family) and 2009 (single) are significantly different from the estimate for the previous year shown (p < 0.05).
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Firms Report the Following as a Result of the Economic

Downturn

38%
36%

Reduced Scope of Health Benefits or
Increased Cost Sharing

Increased the Worker's Share of the
Premium®*

M All Small Firms (3-199 Workers) M All Large Firms (200 or More Workers) & All Firms
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Financial Consequences of Medical Bills by Insurance Status

22%

B |Insured

“ Uninsured

Contacted by Collection Agency
about Medical Bills

Unable to Pay for Basic

Necessities Due to Medical Bills
Used up All or Most of Savings

NOTE: All differences between insured and uninsured are statistically significant (p<0.05). SOURCE: Kaiser Family Foundation Health Tracking Poll: August
2009.




Hospitals Have Challenges Too

Percent of Hospitals Reporting
Change in Ability to Access
Capital Since December 2008 (as
of August 2009)

Percent of Hospitals Reducing Expenditures on Capital
Projects because of the Capital Crisis Beginning Early
in 2008 (as of August 2009)

Reduced Capltal Spending*® _ 71%
Scaled Back Projects Planned or _
Already In Process 40%
Declded to Not Move Forward with _ 49%
Planned Projects not yet Started
1

March 2009 August 2009 Stopped Projects that were Already
W 8%

Getting Better In Process

B About the same

H Continuing to get Worse

Source: American Hospital Association. Rapid Response Survey. The Economic Crisis: Ongoing
Monitoring of Impact on Hospitals (Surveys conducted in March 2009 and August 2009)
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Proportion of emergency department patients without
insurance is increasing

Use of Emergency Department by Uninsured Patients and Admissions
Originating in the Emergency Department, 2009 June Year to Date versus
Same Period Last Year.

B Moderate Increase ™ Significant Increase

Percent of Emergency Department _
Visits by Uninsured Patients

Percent of Admissions Originating in _
3%
the Emergency Department®

*Can indicate that patients are putting off care until conditions become urgent or emergent and/or fewer patients are seeking elective (scheduled) services.

Source: AHA. (August 2009). Rapid Response Survey, The Economic Crisis: Ongoing Monitoring of Impact on Hospitals.




Hospitals Report Negative Margin

Percent of Hospitals Making Changes in Response to Economic
Concerns since June 2008 (as of August 2009)

Made Changes to Address Econom| _
agde anges 1o rass eConoemic 87%

Challenges*

Cut Administrative Expenses |GGG R4%

Reduced Staff | 51%

B 20% Percent of Hospitals Reporting a Negative Total Margin, 2009

Reduced Services
June Year to Date versus Same Period Last Year

Consldering Merger |l 7%

Divested Assets [l 6% . l
Other

Negative Total Margin Experienced Negative Total Margin Experienced
in First Half of 2008 for First Half of 2009




What does reform propose?

/ Bundling of

services and charges

New Methods of
reimbursement that take
into account...

Payment
Providers that share the risk o7 based
- Vioves away
and assume accountability — on
across the continuum of . perform
fee-for-service Ance

patient care will win...

Payment for
outcomes &
quality




Challenges to these methods ...

How are providers rated for quality?

How are hospitals to be measured?

I ———————————————————————————————————————————

What technology and mechanizms will be used to administer
such reimbursement models?

How will government sponsor plans pay?




Discount Dilemma - It’s a Financial Issue not a Reform Issue

Why do we keep seeing discounts disappear?
PPO, Negotiations, you name it, its out there.

Is a discount really a discount? Who's checking for integrity?
Interests of vendors are contrary to those of the insurance.

The providers open the gates and the providers close the gates of
the discount, they will play the game ... for a while.

In 2008, 5.8% or $36.4 billion went to provide uncompensated care, these
figures are based on cost,* not charges.

Regardless of reform consumers will pay more. This will result in more bad debt
. . *Nationally Uncompensated Care Based on Cost — AHA 2009 data.
to the providers and cost shift to others
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What about the International and the Travel Industry?

Providers will stick to Continue to see the discounts

the ruIeS because Discounts ................................................... Iowered
they need the $3$$
...................................................
B @ . Providers are
VWendors == e

Bad debt will increase
thus creating a cost shift
to unqualified payers.

comparing vendor’s
lists, adhering to
timely payment and
coverage Issues




What about the International and the Travel Industry?

New legislation is being enacted and adopted into law by
most states

-Example: 2008 Rental Network Contract Arrangements now will not permit you to stack networks and
“shop around”

Pending regulation — The Balance Billing Model Act will allow
balance billing to patients and immediately reverse potential
discounts at the point of service rather than at the back end
(watch out for this one, it has teeth!), it redefines emergency
services for the purpose of the financial assessment.
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New Models of Healthcare Delivery

That address reductions by planning & coordinating care in other settings

Collaboration Cnabling Technologics
(web portals, interoctive voice response, secure messaging, mabile salutions)




