//////////I Hanover Hospital

Accountable Care Organizations (And Other Strategies) -
Taking Risk / Managing Care / Reporting Outcomes -
Are You Ready?

2011 Kairos Education Conference
September 22, 2011

George M. Kyriacou

President & CEO

Hanover Hospital, Inc.

300 Highland Avenue

Hanover, Pennsylvania 17331-2297
Kyriacoug@hanoverhospital.org
717-633-2154 (Phone)
717-633-3534 (Fax)
www.hanoverhospital.org



http://www.hanoverhospital.org/

Healthcare Reform is NOT Just
About Healthcare!?!?

Most of Budget Goes Toward Defense, Tax Income
Social Security, and Major Health Programs Does Not Cover
Defense and | Sodial Government

Security: 20% —— Secuity: 20% Spending
Safety Net /

Programs: 14%

Interest on Debt: 6% L 4
Medicare, Medicaid,
and CHIP: 21% | Government
------------------------ Borrows to
Program Areas in the Fund Deficit

Remaining Fifth of the Budget

{ Benefits for Federal
t Retirees and Veterans: 7%
™ Scientific and Medical Research: 2%

L I—LTransportation Infrastructure: 3% N Borrowing
Education: 3% Ab”'ty to Adds Interest

Non-security Interational: 1% Borrow and Cost to
All Other: 4% Pay Back Loans Government
are Diminished Spending

Source: Congressional Budget Office, 2010,
Note: Percentages may not total 100 due to roundlng_.
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FIGURE 1. NATIONAL HEALTH EXPENDITURES, TOTAL, PER CAPITA, AND AS A PERCENT OF GDP,
1997-2009
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Projected Federal Spending by CBO

nMedi care costs wil/l nearly doubl e
more than $1 trillion in 2020. fassuming no SGR fix)
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5 Other Federal Spending (Excluding debt service)
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Source: Congressional Budget Office.

Medicare/Medicaid: 21% of Federal Budget
Medicaid: 17% of State Budgets
Requires: 39% additional funding
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AU. S. Spends $650 Billion (30
Expected on Healthcare Wi t hou't Commensur

~McKinsey, Global Institute Analysis

Healthcare Spending per capita vs. Average Life Expectancy Among OECD Countries, 2007
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Will the System Really Change This Time?

NO one Is Immune to arithmetic.




Culture of Entitlement
(Based on Tradition)

$

Culture of Accountabillity
(Based on Resu




Government 0s ResponN:e
Escalation Under Fee For Service

"Now that the baseline question of coverage has been
answered, it would be irresponsible if we didn't come back and

try to do more on costs," said Sen. Mark Warner, D-Va.
- AP April 25, 2010.
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Rethinking the Organization of Care
Where is your place? What is realistic? What is achievable?

Accountable Care Organizations

N

e Yo
N~ A
Primary Specialty
Care Care
Physicians Physicians

Outpatient
Hospital
Care and

ASCs

N~

Inpatient
Hospital
Acute
Care

N—

N—

Source: The American Hospital Association (AHA)

Inpatient
Rehab
Hospital
Care

Long Term
Acute
Hospital
Care

N

Acute Care Episode with PAC Bundling

Skilled

Nursing

Facility
Care

N~

Cost Accounting

EMR

Home
Health
Care

N~

9
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Politicians are Unwilling to Address the

nThi rd
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Malpractice Reform

A 93% practice defensive
medicine to avoid
lawsuit

A 59% often ordered
diagnostic tests

A 52% referred to other
specialists

A 33% prescribed

medications
~David Studdert, et al.
June 2005, survey of 824 physicians

End of Life Care

A 28% of Medicare
spending/recipient
occurs in the final
year of life

A 12% occurs during
the final two months

Personal
Responsibility

Health Insurance

Anti-Trust Exemption

& Interstate Sales

A 38 states have
obesity rates over
25%

A 42 states have
diabetes rates
over 7%

A 1in 5 adults
smoke adding
$100B of cost

10
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(= The New Winners:

A Well-capitalized health systems with high
functioning, data driven, digitally
connected, physician-lead TEAMS
delivering evidence-based, patient-
centered healthcare

A Able to treat higher volumes of patients

A At lower predictable costs per episode

A Demonstrating consistent measurable
high quality

11



Care Delivery Model Timelines

Cost Based Reimbursement

Managed Care

Managed Reimbursement for

Outcomes [Bundling (Hospital, MD, Post
Acute), P4P, No $ for avoidable readmissions]

TIME
PERIOD

STRATEGIES

Through Mid-m oy n Qa

High Cost Rewarded
High Cost = High Reimbursemer

More of everything was better
and costs were passed on.

Mpy nQad GKNRA

Size and scale and advantage t
leverage higher rates and bettel
terms. High cost did not matter
if size,scale and will present.

AGrow profitable programs

A Control,through ownership of
physicians and hospitals,
market share

A Aggressively negotiate with
MCOs rates and terms

Alncrease volume to
compensate for decreased
revenue per unit of service

2012 through ?

Highcost may be a disadvantage. Small to
medium low cost, but profitable, organization:
that create locally integrated care systems me
be advantaged.

AGrow profitable programs

A Control the continuum of care through
ownership of physicians and hospitals, and
sub-contracting for key posacute services
(Home Care and Long Term Care).

A Adjust costs to be profitable under a
Medicare dominated reimbursement model

AHave in PSA an integrated care model

ABe able to manage, measure, and
demonstrate clinical and financial outcomes

A Utilize a communitywide medical record and
Master Person Identifier

Alncreased reward for management of care
prevention / outcomes
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There is plenty of money for everyone if
we work together to eliminate waste!

NThe human mind treat
the same way the body treats a
strange protein, it rejects it and/or

tries to destroy 1i1t.c
Waste of Resources on Administration: $100-150B
Provider Inefficiency, Poor Coordination, Unnecessary Use: $375-525B
Fraud and Abuse: $125-175B
Lifestyle Modification $150-200B
$750-1,050

Thomson Reuters
http://www.factsforhealthcare.com/whitepaper/HealthcareWaste.pdf
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Making the same mistakes with increasing
confidence over an impressive number of
years.

Q@ NEmIi nence Based M

~BMJ, Vol. 1 Sept 2001

Evidence-Based Medicine .
Guidelines

NEvidence Based M
Rapidly integrating individual clinical
expertise with the best available external
clinical evidence from systematic research.
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Prevailing Market Sentiment

V Improve quantity and quality of outcomes per unit of cost

V Phase out fee for service-t i e payment to Oval

I Outcome metrics

I Process metrics

I Hospital-acquired infections

I Readmissions

I Bundled, Episodic, Capitated Payments

V Patients should have medical homes, especially chronically ill
VProviders should collaborate and coordinate care
VTransparency on price and quality

V Eliminate fraud, WASTE, and abuse



Relationship to Payers

Accountable

Care
Organization

Assumes
A Performance Risk
A Utilization Risk

Shared Savings
Based on
Projected Budget

Plan Fiduciary

(Payer)

Assumes
A Actuarial Risk

16



Various Forms of Risk

The expertise
of insurance
companies

Within the
scope of
control of
healthcare
providers

~——

A Actuarial Risk
'|'

The likelinood that a given population will experience a
prevalence and incidence of diseases that require the use

of resources for treatment.

=A Performance Risk

I LIN2 A RSNXQ& O2 y-Bagedpfdcaddes
of care. (Did the patient get everything they needed?)

| A Utilization Risk
:

Does the provider provide appropriate clinical services
without unnecessary use of resources? (Efficiency and

avoidance of waste/complications)

17
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Various forms of Performance RiIsk

( Appl it cable to providero0os ent

A Conformance to evidence based practice

i/ a{ &/ 2NB ¢MwtadidzMBrétion, pneumonia, heart
failure, surgical care
I Chronic care registry data

A HCAHPS Patient Satisfaction scores

A Comparative mortality rates

A Readmission rates

A (;ompligatio,n rateg healthcare acquired infections angi
O2YRAUAZ2YAT abSOSNI SOSyuac

A Longterm outcomes?

18



Mechanisms to Address
Performance and Utilization Risk

A Performance Risk

I Pay for performance
A Future rate increases (or decreases)
A Complexity of auditing process

A Utilization Risk

I Bundled Payments
I Utilization targets for expensive diagnostic testing
I Utilization review of expanded services

I Tie future rate increases to population budget
A Are these actions actuarial or utilization risk?

19



% Total

Disproportionate Spends

100

90

Healthcare 30

Spend

70
60
50
40
30
20
10

0

Ten percent of the
population consumes 66%
of the total spend
(members with > $10,000
In expenses)

49% of the population
consumes only 4% of
the total spend (each

10 20 30 40 50 60 /0 80 90 100

% of Members
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Different Strategies for Different
Healthcare Spend Segments

% Total
Healthcare
Spend

100

90
80
70
60
50
40
30
20
10

0

Those with severe,
acute illness or
injuries

Those with chronic
illness

Those who are well or
think they are well

% of Members
21 21



Different Strategies for Different
Healthcare Spend Segments

100 > $10,000

Patient Populations

90 % [0 A Cardiovascular procedures
e A CABG/Valves
N > A Electrophysiology
% Total 80 A Malignancies
Healthcare 70 - A Acute: Chemotherapy, Surgery, XRT
Spend . A Imaging, Medications
Those with severe, A Trauma
60 - acute illiness or A Complicated Obstetrics
Injuries A Orthopedics
S50 - A Joint replacements
A Back procedures
40 - A Chronic diseases with biologic pharmacology
A Inflammatory bowel disease
30 - A Rheumatoid arthritis
A Alpha tantitrypsin deficiency
20 - A Multiple Sclerosis
A Hematologic conditions
10 - Preventable Complications
O \/I I I I I I I I

40

50 60 70 80 90

% of Members

100
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Different Strategies for Different
Healthcare Spend Segments

% Total
Healthcare
Spend

100

90
80
70
60
50
40
30
20
10

0

Strategies for Managing Value in this Group

A Focus on reducing errors and waste
- A Bundled Payments
A Pay for Performance
| - " A Pharmacy Benefit Management
T [ ,
_ Tloselnsevere: A Case Management |
injuries A Highly selected group of providers
0 10 20 30 40 50 o660 /0 80 90 100

% of Members
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Different Strategies for Different
Healthcare Spend Segments

% Total
Healthcare
Spend

100

90
80
70
60
50
40
30
20
10

0

Patient Populations
A Chronic Disease Management
$1,000- $10,000 A Diabetes mellitus
— o A Osteoarthritis
T A Obesity
A Hypertension
Minor surgical procedures
Simple orthopedic care (fractures)
Uncomplicated obstetrics
Unnecessary Elsits
_ _ Any advanced Imaging or Diagnostic Study
Those with chronic A MRI
A CT
A Nuclear or Echo cardiovascular procedure
A Sleep studies

Too Too Joo To Io

10 20 30 40 50 60 70 80 90 100

% of Members
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Different Strategies for Different
Healthcare Spend Segments

100 ]
90 - $1.000-$10000  otrategies for Managing Value in this Group
% Total 80 - . _o»wmes A Primary Care Medical Home with $ Incentives
Healthcare g A Coordinate specialists
70 - A C | di . .
Spend ontrol diagnostic testing
60 - A Control ED utilization
A Chronic disease management
50 - M A fAYAOLE 1yl f @ GdxaCRINEER
40 - Thosewith chronic. A Enhanced utilization management
A Pharmacy
30 - A Imaging procedures
20 - A Cardiac diagnostics
10 -
O \/I I

0 10 20 30 40 50 60 /0 80 90 100

% of Members
25 25



Transition to new model may involve multiple

contracting approaches
Care Delivery Model Contracting Method Potential Population

Served

/ ACO —_ Traditional Medicare

B P4P Contracting — Commercial Payers

Integrated

Care Model . Risk Shanng/ Commercial Payers on

Narmrow Network > Insurance Exchange

\ Direct Contracti Hospital's Employees
rect Contracting =3 | g insured Employers

Core Values: Full or Shared Medicare Advantage

1) Physicians engaged on Risk Contracting — Commercial Payers

quality and cost

2) Local, physician-driven
medical management

3) Cntical mass to pursue best
practices across board

4) Deliver value to purchasers

26



Other Reform Initiatives Will have Greater
Impact than ACOs Over the Next Five Years

dMedicare is likely to continue using its

current [FFS] payment systems for sompe

8SINBE Ay(2 (GKS Tdai dzZNBS o a
-Glenn M. Hackbarth, J.D. , Chairnfan Population
MedPac Report to Congress, Mafch based Paymen

2010 Episode Adjustments
Bundling/

Tiered (ACO)
Networks

Degree of Narrow (Acu_te Care
Difficulty Outcome NEWIE Episode

Demo)
Based FFS (Medicare

Payment Advantage)
Rate Adjustment

Bundling

Rate (VBP
Pressure (DRGs) Readmission)

27



Which Animal Best Describes an ACQO?

Gal NJ S [rdhB|g | NF
Medicare ACOsnay not
materialize for a long
time,
IF EVER!

~Center for Studying Health
System Change
January 11, 2011
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Medicare Promotes ACOs

A The Patient Protection and Affordable Care Act calls for the creation of an
'/ h LINPIN}Y | RYAYA&aGSNBR o6& [ a{ o0
willing to become accountable for the quality, cost, and overall care of
Medicare feefor-4a SNIBA OS O0SYSFAOAII NASaE | 44?7

A These ACOs must:

I Have a formal legal structure to receive and distribute shared savings
i Provide leadership and management structures

I Have sufficient PCPs to treat a minimum of 5,000 beneficiaries.

i Agree to a minimum 3 years of participation

|

Have defined processes to promote evide#i@esed medicine, report on
guality and cost measures, and coordinate care.

I Produce reports demonstrating the adoption of patier@ntered care.

29



Care Management Strategies
That Support the ACO Concept

A Patientcentered Medical Homes
i LYLX SYSYGSR a atftlyySR /I NB& A
A Population health risk assessment and wellness programs

A Managing the population of patients with specific chronic
diseases
I Need to get beyond diabetes management

A Utilization management and Case Management

A Coordinating care across the continuum (transition
management)

A Using electronic health records as operational and analytic
levers to promote reliable care.

30



Organizational Competencies for ACOs

A Leadership
A Organizational culture of teamwork
A Relationships with other providers

A IT infrastructure for population management and care
coordination

A Infrastructure for monitoring, managing, and reporting quality
A Ability to manage financial risk

A Ability to receive and distribute payments or savings

A Resources for patient education and support



Three Rational Provider
Strategies In Response to ACOs

A Wait and see

A Develop clinical integration skill and focus on
reducing the current expense base

A Jump in and assume the risk of being an ACQ

32



Medicare Accountable Care
Organizations (ACO)

ﬁ—low will Medicare patients-BI@S@dOﬁIWh@@i}x
they get the fAbul ko primary car e.

AWill patients know they are in an ACO? - YES but participation is voluntary.
ACan patients seek care outside the ACO? - YES, no limits on choice.

AWill the ACO have to invest in sophisticated infrastructure?- Yes $2-4M/Yr
AHow much money can an ACO doctor makefobody knows -- ACOs will

have downside risk!
Hi tting the nNnspending reduc
more to do with coding than with actual cost reduction.

~Berenson, RA: Shared Savings Program for Accountable Care Organizations:
A Bridge to Nowhere? Am. Journal of Managed Care, Oct 2010 721-725
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Chronic Disease Management Programs and
Post-acute Care are Critical for Medicare ACOs

Concentration of Total Annual nNFoll owing the Monle

Medicare Expenditures Associated with the Cost of Treating

High-Cost Medi care B4gr
~Reschovsky, J.D., et al.

(Percent)

100
2 \ Health Services Research
0 \\ 2/9/2011
I 5 \ 4.1
20 |- \ High | Low
s b 25 \\ Medicare Population Cost | Cost
50 | - Percentof the Population 25% 75%
e Total Cost to Medicare 69% 31%
30 |-
» L 50 e Average Cost Per Person $48,000 $7,000
10 o Percentof Total Institutional 80% 20%
i o Expenditures
Beneficiaries Emendiures Percent of Total Physician and e —
Source: Congressional Budget Office based on data from the Outpatient Expenditures e g
Centers for Medicare and Medicaid Services.
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Rules for ACOs Differ By Type

X Medicare ACO T Wait and see.. The risk is far
greater than the reward

u If you are going to take Medicare Risk-then JV/own a
Medicare Advantage Plan

u Clinically Integrated Network i Start building
competencies 1 you will need them

u ACOE T Design a clinically integrated network of
physicians and hospitals for a hospital-employee
health plan

s Commercial ACO T Consider selective risk with
payers (not full risk!) T only if you have developed
clinically integrated competencies



Lessons learned along the way

® It is possible to improve patients’ health while reducing costs

@® Requires change in primary care delivery model; the change is
not easy
® Needs active, engaged providers
® Needs active, empowered team

@ Transitions of care create specific gaps and opportunities
® Critical to have case manager embedded in primary care site

@ Patients with very complex conditions need very close follow-
up through every system of care

@ Primary care represents just one component of the health care
delivery reform needed
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Embedded case managers are key to
success

@ Embedded Case Manager (per 700-800 Medicare pts)
& High risk patient case load 15 - 20% (125 - 150 pts)
@® Beyond disease education
@ Personal patient link
@ Comprehensive care review — medical, social support
# Transitions follow up (acute/SNF discharges, ER visits)
® Direct line access — questions, exacerbation protocols
@ Family support contact
@® Recognized site team member
@ Regular follow ups high risk patients
® Facilitate access — PCP, specialist, ancillary
® Facilitate special arrangements (emergency home care, hospice care)
@ Linked to remote tele-monitoring for specific populations
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Geisinger’s PHN model has
five core components

Patient-centered
primary care

Integrated
population
management

Value care systems

Quality outcomes

Value-based
reimbursement

Patient and family engagement & education

Enhanced access and scope of services

Team-based care

Chronic disease and preventive care optimized with HIT

Population segmentation and risk stratification
Preventive care

GHP employed in-office case management
Disease management

Micro-delivery referral systems
360°care systems — SNF, ED, hospltals, HH, etc.

Patient satisfaction
HEDIS and bundled chronic disease metrics
Preventive services metrics

Fee-for-service with P4P payments for quality outcomes
Physiclan and practice transformation stipends
Value-based Incentive payments

Pavments distributed on Qualitv Performance
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Implications of the medical home for key
stakeholders

Primary care physicians Hospital with substantial Commercial health plan Public payers
PCP referral network

Level of Risk - Level of Risk - Level of Risk - Level of Risk -

High Moderate Moderate to High Moderate to High

#Requires a one-time @|f medical home model is  ®Could be positive strategy  @5imilar situation to
investment of ~$100K , structured within a in a community where a commercial health plans

ongoing expenses
would Increase to
~%$150K or more

& Requires revamping
practice operations and
streamlining process

#Requires partnering
with strategic partner to
operationalize the
model

hospital’s existing PCP
netwaork, hospital would
risk losing revenue from
10% fewer admissions
and 20% fewer ED visits

®Might risk relationships
with community-based
specialists (loss of volume)

®wHospitals can leverage
their investment in IT to
facilitate transformation
from hospital to care
management
organization

health plan wishes to
provide a value-added
service to a group of large
employers that hold
substantial liability for
retiree health costs

@ Perception that physicians
distrust health plans — may
be necessary for
sponsoring health plan to
make the up-front
investment in the medical
home and provide bonus
structure tied to cost
savings and population-
based outcomes

@ 5hift from current
reactive (acute)
reimbursement
approach to one of
prevention and are
coordination

#The current Medicare
Medical Home
Demonstration
encourages broad
participation in pllot to

help determine where
the medical home has

the best opportunities
for success
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Model promising but not without
problems

Two trends are helping to build momentum around
the medical home model:

® Growing shortage of primary care clinicians due to adverse practice
conditions

® Increasing prevalence of chronic diseases among the U.S.
population

Medical home model is promising because it has the
potential to reduce overall costs, however...

® Lack of incentives around chronic care coordination and preventive

health services
® Divergent interests of specialists and acute care practitioners
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Bundled Payments for Care Improvement Initiative

MODEL 1 -
Inpatient Stay Only

MODEL 2 ¢
Inpatient Stay Plus

Post-Discharge
Services

MODEL 3 ¢
Post-Discharge
Services Only

Key Features of Bundled Payment Models Compared

MODEL 4 ¢
Inpatient Stay Only

Eligible Awardees

Payment of Bundle and

Target Price

APhysician group
practices

AAcute care hospitals
paid under the IPPS

AHealth systems

APhysiciarhospital
organizations

AConveners of
participating health
care providers

Discounted IPPS
payment; no separate
target price

APhysician group
practices

AAcute care hospitals
paid under the IPPS

AHealth systems

APhysiciarhospital
organizations

APostacute providers

AConveners of
participating health
care providers

Retrospective
comparison of target
priceand actual FFS
payments

APhysician group
practices

AAcute care hospitals
paid under the IPPS

AHealth systems

AlLongterm care
hospitals

Alnpatient rehabilitation

facilities

ASkilled nursing facilities

AHome health agency

APhysiciarhospital
organizations

AConveners of
participating health
care providers

Retrospective
comparison of target
priceand actual FFS
payments

APhysician group
practices

AAcute care hospitals
paid under the IPPS

AHealth systems

APhysiciarhospital
organizations

AConveners of
participating health
care providers

Prospectively set
payment
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Bundled Payments for Care Improvement Initiative
Key Features of Bundled Payment Models Compared

MODEL 1 -
Inpatient Stay Only

MODEL 2 ¢ MODEL 3 ¢
Inpatient Stay Plus Post-Discharge

Post-Discharge Services Only
Services

MODEL 4 ¢
Inpatient Stay Only

Clinical Conditions
Targeted

Types of Services
Included in Bundle

Expected Discount
Provided to Medicare

All MSDRGs

Inpatient hospital
services

To be proposed by
applicant; CMS requires
minimum discounts
increasing from 0% in firs
6 mos. to 2% in Year 3

Applicants to propose Applicants to propose
based on M®RG for based on M®RG for
inpatient hospital stay inpatient hospital stay

Alnpatient hospitaland ~ APost acutecare
_physician services services
ARelated posacute care A Relatedreadmissions

_services o AOther services defined
A Related readmissions

AOther services defined in " e bundle
the bundle
To be proposed by To be proposed by

applicant; CMS requires applicant
minimum discount of 3%

for 30-89 days post

discharge episode; 2%

for 90 days or longer

episode

Applicants to propose
based on M®RG for
inpatient hospital stay

Alnpatient hospital and
physician services
ARelated readmissions

To be proposed by
applicant; subject to
minimum discount of
3%; larger discount for
MSDRGs in ACE
Demonstration
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Bundled Payments for Care Improvement Initiative
Key Features of Bundled Payment Models Compared

MODEL 1 - MODEL 2 ¢ MODEL 3 ¢ MODEL 4 ¢
Inpatient Stay Only Inpatient Stay Plus Post-Discharge Inpatient Stay Only
Post-Discharge Services Only
Services
Payment from CMS to AAcute care hospital: Traditional feefor- Traditional feefor- Prospectively
Providers IPPS payment less pre service paymentto all  service paymentto all  established bundled

determined discount providers and suppliers, providers and suppliers, payment to admitting
APhysician: Traditional  subject to reconciliation subject to reconciliation hospital; hospitals

fee schedule payment  with predetermined with predetermined distribute payments
(not included in episode target price target price from bundled payment
or subject to discount)
Quality Measures All Hospital IQR measure To be proposed by applicants, but CMS will ultimately establish a standardiz:
and additional measures set of measures that will be aligned to the greatest extent possible with
to be proposed by measures in other CMS programs
applicants
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First Generation Clinical Integration Is
Good, But Will it be GOOD ENOUGH?

Common P4PRequirements

For Advocate Physician
Partners

Childhood Immunizations
Eye Exam

LDL Screening and Control
Monitoring Nephropathy
Blood Pressure Control
DiabetesTesting and Control
Depression Screening

elCU Adaption

Electronic Claims Submission

Contracting

Improved Cost per Admission and Better
+ Rates

Use of Generic Drigs

Ot her Al mpli ed * **

Health AffairsA Model For Integrating Independent Physicians Into Accountable Care
Organizations Mark C. Shields, Pankaj H. Patel, Martin Manning and Lee Sacks
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Clinical Integration Requires Specific
Competencies

Themoneyisinthesavings:l f yvou donot act Iike a
working for one.

V  Digital connectivity of EMR with point of care protocols
V  Portal for submitting all encounter data as a transitional step
Ability to monitor the cost and quality in near real time
t NAYI NBE OFNB OF LJ OAG& O6YSRAOI
Engaged physician champions
Evidence-based inpatient and outpatient care plans
Proactive programmatic approaches to chronic diseases

Dedicated infrastructure and post-acute capabilities

Performance-based rewards/consequences for providers

Pilot testing on hospital employees ¢ 20,000 lives!

< < < < < < < < <

Collective negotiating for managed care contracting
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No Regret Strategy:

Begin Developing Second Generation Clinical
Integration Competencies

Population-based
Payment

Bundled
Payment of

* Health Information Exchange

2nd Generation Clinical « Evidence-based Care Plans
* Disease Management Programs

Integration Competencies « Transparent Data
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Powered by Sg2 INSIGHT™

Reducing 30-Day Readmission Rates

Improvement Imperative NESIGHT Snapshot

Readmissions within 30 days of an inpatient (IF) stay -
prove costly and call into question care quality. Payers 30-Day Enterprise
are scrutinizing this utilization and likely will dramatically Readmission Rate Value Index

curtail related payment within the next 3 years.

= Medicare's annual readmissions tab is $17 billion.
= Hospitals that value revenue from readmissions will

struggle with payrment reform and heightened public

- . - 119% =B.55% B1%
of hospital statistics. e
reporting - - ) Readmit (10.8%) | (=7.33%) | (B1%)
= A handful of conditions consistently show high rates of Rate
30-day readmissions: CHF, disbetes, pneumonia, COPD.
The issue, however, is by no means limited to these 4. CHF Rate 18.7% <14 9% TO%
= Some organizations have cut readmission rates by (25.4%) (=18.9%) (2.5%)
almast a third through improvernent initiatives. Diabetes 15 7% =10.0% 5.3%
= High readmission rates typically indicate poor fransitions Rate [16.2%) | (<104%) | (B9%)

from hospital to home or to & rehab recovery care

provides. Subper dischargs planning is another culprit. Pneumonia | 13.5% =9.7% 5.9%

Two-thirds of patients in one study reported they were s (12.5%) (=8.0%) (5.6%])

never told before discharge how to manage their care. COPD Rate 17.4% 10.7% E5%
= Readmission rate is a key component of 5g2's Enterprise [195%) | (=122%) | (7.8%)

Value Index since it strongly comelates with continuity oo

schieved by any System of CARE. 1) = MSk-acjusted ralee.

System of CARE Connections

Optimal performance requires connections across your Systerm of CARE. Improved risk B

assessment at admission, teilored care and stendardized discharge processes within - %
.. . . . . . L

the acute care segment reduce readmission risk. Good communication with primarny D |_.__|

care physicians and post-acute care providers is also critical.

Community-Based = " N d
e i e
| Home I’l—.'| Physician Clinic | | Mursing Unit | I SNF | | Home Care |
3 [y & [ 3
| Base“ma#mentl

CARE = Clinical Alignmsnt and Rsscurcs Effsct vansss; CHF = congaetaes Rsant fodurs;

COPD = chronic obatructive py y ED= ¥ department; SNF = skcled nursng fecil ity -
Confidantsal end Proprstary © April 2010 Sg2 (™ - ]
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Improvement Guids | 30-Day Readmssions

Improvement Options

Tailor Gare Rationale: Failure to recognize patients at high risk for a resdmission sarly | Cost: [0
Plans Based om | in their initial hospital stay limits the ability to provide optimal care. Timnes [
::""‘"‘" Actions: Cultures [
= lse predictive modeling to identify high-risk patients. Impact: CEE
= Conduct admission evalustions with an eye toward risk and discharge
needs.
= Assess need for immediate case management.
= Include structured process for medication reconciliation.
= Adjust IP care plans during stay to address patients’ discharge needs.
Imiprove the Rationale: Inadequate discharge planning can leave patients and families | Cost: [0
Discharge illequipped to manage care after a hospital stay. Times 1
Process Actions: Culbure: [0
» Creste standardized, disgnosis-specific discharge summary templates. Impact: HEE
= Facilitate physician use of discharge ternplates.
= Adopt the Project RED (Re-Engineered Discharge) checklist.
Monitor Rationale: Few hospitals now documnent the origin of readmitted patients. Cost: [
Readmission or track reasons, missing opportunities to improve. Times [
Rates 31_1 Actions: Culture: ..
= Track the diagnoses and sources most linked to reedmissions. Impact: WE
= Adapt care plans and discharge process based on trends identified
in the data.
= Regularly share data with medical directors of post-acute sites and
collaborate on ways to improve.
» Consider preferred status for postdischarge referrals based on data.
CGoordinate Rationale: Patients’ health status can guickly deteriorate due to gaps in Cost: @
Post-Acute communication or lack of timely follow-up across care settings. Tinne: [0
Care Actions: Culture: H
= Preschedule follow-up appointments before a patient's discharge. Imipact: [
= Motify primary care physician within 24 hours of a patient's discharge.
= Link IP case managers with facility medical directors, other outpatient
staff.
= Place follow-up calls to high-risk patients at predetermined intervals.
= Explore remote monitoring options for highest-risk patients.
= Develop condition-specific support networks for patients.
Indicators Key
Cost {feility, techmology, statn: [ = cfuoow; 0 = $100m-$s00w; HEE = $soow+
Tamea: [l = 0-& mosrthe; [ = 8-18 monthe; [0 00 = 18+ montha
Cuftwre [organization-wite change managemant): [ = imited; 7] = mogsrate; [0 = pignificant
Impaot: [ = limtad; T = modensts; C00 = significant

Confidsntial end Propristary & April 2010 Sg2
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Options: In-depth

Improvemant Gewde | 20-Day Readmissions

Tailor Care Plans Based on Readmission Risk

Actions Implementation Steps Metrics
Use predictive = Explore a variety of modeling tools (eg, LACE index, Project = Tirne required
modeling to identify BOOST tool kit's TP screening tool, PARR++ software). to complete
high-rizk patients. = |mtegrate the tool into the electronic medical record (EMR). risk
Owner: (Quality Director = Automate &5 much as possible all data needed to assessment
populate the risk assessment tool. = Use rate
= Educate admitting nurses about tool's function, use and
where to find data not already populated.
= Consider paper versions of tools if EMR access is not feasible.
Adjust IP care plans = Review risk status daily with care team._ = Protocol
during stay fo address | « Take steps early to educate patients and families, line up post- compliance
patients’ postdischarge acute services and equipment. rates
needs. » Reconcile medications on admission st each care transition.
Owner: Case Manager = Regularly reassess postdischarge needs.
= Develop care protocols that address needs of each risk growp.
Improve the Discharge Process
Create standardized, = Work with staff within the organization as well as staff of key = Llse rate
diagnosis-specific post-acute care faciliies to develop comprehensive termplates.
discharge summary » Ensure all surmmaries detsil reason for hospitalization,
templates. medication wse, instructions if condition changes, coordination
Owmer: Medical Director of future appointments and follow-up on pending test results.
= Transcribe all surnmaries before patient discharge to a SNF or
hiorme care agency, or within 12 hours if discharged to home.
Facilitate physician wse | = Print reminder cards for physicians to wse when dictating = Average
of discharge templates. discharge summaries, and post reminders at key workstations. phiysician time
(rwmner- Medical Director | = Create a page in the EMR listing all necessary discharge data required
Adopt the Project RED » Educate patients about their disgnoses throughout the IP stay. | = Checklist
(Re-Engineered = Make appointments for clinician follow-up, cutpstient tests. completion rate
Discharge) checklist. » Discuss tests completed and who will follow up on resufts.
Owmers: Physician, = Organize postdischargs senices.
g”m'*r Case Manager » Confirm the medication plan.
mipian » Reconcile discharge plan with nationsl guidelines, care paths.
= Review appropriate steps to take if a problem anises.
= Expedite transmission of the discharge summary to those
respaonsible for the patient's care postdischarge.
= Ack patients to explain, in their own words, the discharge plan.
= Provide patients with a detailed, written plan at discharge.
= By telephone, reinforce discharge plan within 3 days.

‘Confidental snd Propristary & April
WL 00
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Improvement Guids | 30-Day Readmssions

| eadership Considerations

= Uise a combination of a nurse and a physician champion to engapge staff in efforts to reduce readmissions.

= Establish a safe environment for regular case reviews by a multidisciplinary process improvement team.

= Recognize that senior leadership may resist efforts to address readmissions since current reimbursernent
models do not offer financial incentives to do so. Emphasize that, in addition to CMS targeting readmissions in
future payrment approaches, the problem already is a focus of quality measures promulgated by the Joint
Commission.

= Understand that resdmission rates trached by an individual hospital may not reflect the extent of the problem
since patients in some cases end up in a different acute care facility. For a more comprehensive view,
participate in data-shanng initatives organized by industry groups, such as the Connecticut Hospital
Association’s initiative.

= Health care crganizations that do not own facilities in the rehab,/ recovery care segment—5NFs, assisted living
facilities, home care agencies—build symbiotic business relationships for future endeavors when they collaborate
with these independent providers on efforts to improve readmission rates.

= Organizations with well-established information technology will be best positioned to track readmissions and to
integrate predictive models.

Resources

Data Details

Performance metrics detsiled in this guide are based on Sg2°s comparative INSIGHT detabase. Standard
Performer indicates the median hospital in the database; Top Performers include those at the 90th percentile or
higher. The Stretch Goal reflects what organizations should strive to achieve—it was derived by Sg2 experts based
on their clinical knowledge as well as intermal and external data sources. Risk-adjusted rates are included in
parentheses in the table on page 1

CME = Contara fior Medcors & Medicod Serdoss.
‘Bourcss: Jeck BW ot gl Ann Mt Med 20081503 ATE- 18T mmmmmmmmmmm

Wmmmmmu PR Y T e
-~ Ispsyre o et htm Mlmmwmmwmm

This is a product of the Sg2 INSIGHT™ Clinical Performancs Management System.

Confidental end Proprstary & April 2040 52 h’ = .7
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The PROMETHEUS® Payment Model

A Development began in 2006

A Funded by The Commonwealth Fund, RWJF

Ad2 ARSte&é¢ NBASI NOKSR I yR

A.FaSR 2y dzyAljdzS RSFAYAGA
aKlI NAYy3IeE Y2RST -InfonwedQaseA y U
Rates (ECRS)

From Health Care Incentives Improvement Institute, Inc. -



PROMETHEUS® ECRs
(Evidence-Informed Case Rates)

A Patientcentered episodes of care for the treatment of an
liness or conditionseverity adjusted to that patient

A The payment rate includes all covered services related to the
care of the condition as determined by tested, medically
accepted clinical practice guidelines.

A.dAaftd 02 ARSYUOUATe Ozada 2F a
for the essential services of the procedure or treatment of

the condition. These are distinct from services associated
with Potentially Avoidable Complications (PAC
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PROMETHEUS® Evidence-Informed Case Rates

Health Care Incentives Improvement Institute, Inc. has built 21 ECRs that represent
32%- 35% of all costs in a commercially insured population

Chronic Outpatient One Year from Trigge Diabetes, CHF, COPD,
Medical Professional Visit Asthma, CAD, HTN, GER
Acute Inpatient Facility O-day lookback AMI, Stroke, Pneumonia
Medical 30-day lookforward
Inpatient Inpatient 30-daylook-back Hip and Knee Replacemen
Procedural | Facility/Professio| 180-day lookforward CABG, Bariatric Surgery,
nal Colon Resection
Outpatient Outpatient 30-daylook back; Angioplasty (PCIlKnee
Procedural | Facility/Professio| 180-day look forward| Arthroscopy, Hysterectomy
nal Cholecystectomy
7- day, 30 day Colonoscopy
9 months, 2 months Pregnancy &elivery




Payment Reform Conclusions

A All payment methodologies will incorporate some
element of payfor-performance based on
conformance to evidencbased processes of care
and desired outcomes

A Shared Savings as proposed by CMS has major des
flaws

A Bundled payments might be an interim step to a
a3t 20kt OFLIAGFEOAZYE deal
I FAESR FTSS (2 LINPOARS ¢



Dividing the Pie

A Under both Shared Savings, Bundled
Payment, or Capitation, we need to consider
how different provider groupsg PCPs,
Specialists, Hospitals, Post Acgtare paid to
promote coordination and expense reduction.

A Incentives and disincentives should be linked
to quality metrics.



| f You DonoOot Change
There Will Be Consequences!

2 KI G Qa
this doom and
gloom? Rght

now, | feel
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When There is Less Food, Table Manners Deteriorate
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Thank You!



