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— ~Overview:. Market Changes

* Realignment of capital investments

« Constrained reimbursement levels

« Passive payers transitioning to active purchasers
* Cost pressures

« Market consolidation

« Growth in physician employment

* New coverage through insurance exchanges and
Medicaid

« Workforce shortages

MHA
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Reform Archetypes
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States Suing Federal Government
Over Health Bill (as of 4/5/11)

State has filed suit
(27 states)

Suite filed by state
official, not on behalf of
state

Source: Matt Williams



States Are A Key To Reform

Reform Archetypes The Massachusetts
Source: Harris Interactive, lan Morrison .
Experience (So Far)
"‘ 'T‘Medicaid rate promised,;

45» Provider V Medicaid rate delivered;
ol Can smaller unaffiliateds survive
Y

Individual Uninsured was 8%, now 2.5%;
ndiviaua A demand for primary care providers

)
—

] 'f Access easy,‘l’costs difficult;
Gov't Reform headwind helped, no more;
State by state solution preferred

Fed. rules now match state;
Insurer Pay differential a big fight;
Viable business model?

Sponsored coverage still high;
_ Passive A . Employer A Cost containment needs;
Active Implementers assive Aggressive Hospitals, insurers big employers

- On Hold - Send It Back

Source: lan Morrison and Matt Williams



- Health Reform Implementation Timeline

= Coverage Provisions = Delivery System Provisions

Keys

= Compliance Provisions . = Payment Reduction Provisions

2010 |2011 |2012 |2013 |2014 |2015 |2016 |2017 |2018 |2019

. . Medlcald Expansion
Insurance Reforms (Pre existing condltlons for adults premlum limits)
Insurance Reforms (Pre-existing conditions for children, no annual or I|fet|me limits, chlldren on parents insurance until 26)
| | Ind|V|duaI Mandate | |

Waste, Fraud, and Abuse PrOV|S|0ns for Medlcare and Medlcald

| |
Dlsclosure of Industry Payments to PhyS|C|ans and Teaching Hospitals

Medical Device Tax

I A R I R
Hospital Market Basket Reductions

I N N N S

Independent Payment Advisory Board

Medicare DSH Payment Reduction
! | [ [ |

Hospital Productivity Adjustments




- Health Reform Implementation Timeline

2010

Insurancs

2011

> Reforms (P

= Coverage Provisions
= Compliance Provisions

Who are state/employer

innovators?
Medicaid

Expansion

= Delivery System Provisions

. = Payment Reduction Provisions

—

re-existing cpnditions for

How do we
know how to
implement?

child
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Insurance Reforms (
nnual or lif
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Bundled Payments Pilot

mission Payn

Who are delivery
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innovators?

pspital Produftivity Adjustments

Hospital-Acquired Infections Penalties
nent Reductior

ent Payment Advisory Board
Medicare DSH Payment Reduction
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2011 Health Care Regulatory Calendar
chedule of 2011°s Important Activity Affecting Hospitals and Health Systems
J F M A M J J A S o N D J
2011 2012

MRe:(I:csa-':d 0..0olooolooo.loo.oool.ooouooooA Stagez“"-meanmgful

use requirements and

requirements

VBP for inpatient PPS 0000000000000 0000000 related certification
Revisions to RY 2012 IPF PPS eecscsccccccee ooooo-on.ootoooncaot‘

Medicaid health

care-acquired u.-.....-.....A.....u...u.u.u-.-‘
conditions program ACOS

* harriers to clinical integration

o . o _ o 0.0.‘0‘0.00.0.00‘0.0.".0..0.0.00‘0.00‘000O000000...00‘.00000.000..OOOOOOOQ’
» assignment of beneficiaries

* minimum savings rate
Revisions to FY 2012 Inpatient PPS

o N Y RN SRR
* coding offset
Revisions to FY 2012 Hospice PPS XXX TRXTRRXXIRL seccs0ss0ss00cccsssse

State-basedhea'thinsurance ........l................O......A..................."

exchange parameters
Revisions to CY 2012 .
physicianfee edu'e (AR AN NN RN RN NENENNNNENHN]J (AR NN N NN NN NNENNENNENNHNEN ]

Revisions to CY 2012
Outpatient PPS + ASCs Oo.o.oo00.0000loooo‘ouocloncc.ootn.onoto’

I Proposed rule and length of comment period « Physician supervision
Key: A Final rule published or expected Revisions to CY home health PPS  SRTTTTTTRTTITTTIILY CAIIIIIIILIRITITIIIT
‘Eﬁective/implementﬂtion RevisionstochsRDPPs 0000000 OROOOOOOIOOOS 900000000 OCOCOOOIOIOROIOTS
State-based health insurance reforms
« essential benefits package

« consumer operated and oriented XXTXXXT A
plan program
¢ basic health plan

Transparency
regulations**

’

= HIT meaningful use of stage 1 implementation

Transition and preparation for 5010 and ICD-10
¢ Medicare RAC program monitoring and tracking
& CMMI and health reform demonstration tracking

Note: This list is not meant to be exhaustive and does not reflect all regulations expected in 2011. Timeframes for some items are estimated or unknown.
*The Medicaid RAC proposed rule was released Nov. 10,2010 and the comment period ended Jan. 10, 2011. **Regulations on public reporting of hospital charges and medical reimbursement data centers were expected in 2010 but were not released. They could be issued in 2011,
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Source: American Hospital Association



- New Focus:
Prevention and Wellness

Healthy Consumer

Preventable Condition

N

Acute Care Episode

! N

High Cost and Complications,

Successful Outcome Infections,
Readmissions

Continued Health

Efficient and Successm
Outcome




&= Key Implications
for Hospitals L

Delivery System Reform ———_

* managing in transition — continue ongoing operatlons
and implement new policies

« knowing what to do — and what not to do — and how
quickly

* new models for care delivery (coordination across
continuum) require development of care
management experience

« physician alignment strategy

« payment aligned with quality



- Changes in Coverage under ACA
Population < Age 65, 2016

300 ~
@ Uninsured
27
150 - O Nongroup/other
B Medicaid/SCHIP
100 - O Employer
163
50 -
0 , | |
Prior Policy

MHA

Source: Congressional Budget Office March 18, 2011 (updates original CBO estimate of
March 20, 2010 without substantial change)/Health Policy Alternatives



- Changes in Coverage under ACA
Population < Age 65, 2016

Uninsured:
300 - - 32 million

Exchange: +22
million (18 million

- : B Uninsured

200 + w/subsidy)
W Exchange
0 Medicaid: O NO“QVO_UIO/Other
+16 million B Medicaid/SCHIP

o O Employer

163 162

50 A
0 | | |
Prior Policy New Law

MHA

Source: Congressional Budget Office March 18, 2011 (updates original CBO estimate of
March 20, 2010 without substantial change)/ Health Policy Alternatives



2009-2010 MO HealthNet
Enrollee Growth

Missouri Medicaid Eligibility

719, /-3 Covered Populations Income
6.3% - Guidelines*
/0
<300% Federal
Chﬂdren Poverty Level
.08% are =18% FPL**
i
.g § § F% 02 % : ,' 185% FPL
c = = e U =
B —(% :f: 5 érf Disabled Individuals <85% FPIZ
5 A =
< i = 7 Missourians (age 65 & over) <85% FPL***
= e
e A=)
E é’ Blind Individuals <100% FPL***
S
E Qualified Medicare <100% FPL
Beneficiaries

Source: Missouri Medicaid Basics — Spring 2011
Missouri Foundation for Health
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Changes in MO HealthNet Enrollment,
SFY 2001-2010
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Source: Missouri Medicaid Basics — Spring 2011
Missouri Foundation for Health



= Hospital Update Factor Reductions

2010-2011
(begins April 1)

2012-2013

2014

2015-2016

2017-2019

MB minus

MB minus productivity

MB minus productivity

MB minus productivity

MB minus productivity

.25

10

.30

20

S

10 years savings $113 Billion

MHA



— Mandatory Medicare Quality
P4P Initiatives

FFY 2013

FFY 2015
®

Inpatient
Readmissions

* Implemented
October 1, 2012
(FFY 2013)

* Reduces Medicare
reimbursement by
$7 billion / 10 years
nationwide

Inpatient Value-
Based Purchasing

* Implemented
October 1, 2012
(FFY 2013)

» Budget neutral;
redistributive within
PPS system

Health Care-
Acquired
Conditions

* Implemented
October 1, 2014
(FFY 2015)

» Reduces Medicare
inpatient hospital
reimbursement by
$ 1.4 billion /

10 years
nationwide

EHR Meaningful

Use (ARRA)

» Medicare payment
penalties assessed
against eligible
hospitals and
physicians that
fail to be
meaningful users
by October 1, 2014
(FFY 2015)

MHA
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! Revenue and Spending

10.0

Billions
\

9:5 —

9.0 Lo

8.0 ..0':_’._ A Td

7-5 s 7

.0 PSS 0 P
7 Olooo.
Ve

65 T T T T T T T T T T !

Fiscal Year 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Net GR Collections and Transfers
e+ ++eeNet GR Collections, Transfers and Budget Stab. = - =GR and Budget Stab. Spending

MHA










Total State Savings = $1

Provider Revenue
Lost = $2.87

Passed on in higher costs
of care to individuals
and businesses.




— ~The Role of the FRA

FRA Assessment Compared to
State Sources of General Revenue

Revenue Producer Revenue Fiscal Year 2010
Individual Income Tax $5,483.9 million
Sales and Use Tax $1,791.7 million
Hospital FRA $885.1 million
Corporate Income Tax $502.2 million
County Foreign Insurance Tax $194.2 million




— ~The Role of the FRA

MO HealthNet Appropriations

State Fiscal Year 1990 State Fiscal Year 2010
Federal 58.1% FRA 14.5% Federal 53.2%
| | |
I
Other |

General Revenue S T P;%\::ser General Other
SE erTunes 228 5.4% R?;eg;f Funds 8.2%

MHA



MHA

!Strong Communities Stind he g Bl
Need Strong Hospitals

In 2009, Missouri hospitals had:
« 147,165 full time equivalent employees
« $8.1 billion paid in employee salaries

« Stable employment while the state lost
91,500 jobs

e $1.2 billion in unreimbursed care

« $847 million in FRA revenue to support
Missouri Medicaid program MHA




! Impact of State
Medicald Program

* On average Medicald comprises

16 percent of Missouri’s hospitals’
revenues and expenses

* This translates to:
- $1.3 billion in payroll
- 23,546 employees




—  Key Implications for Missouri

N

B

Implementation of new programs and
mandates (exchanges, coverage, insurance
rules)

Stablilizing current care platform

Developing new payment and delivery
models

Ability to enroll new Medicaid eligibles
Financing new programs during period of
declining budgets

MHA



Thank You

Questions?



