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The Challenge

Healthcare spending exceeds $2.5 trillion annually
- 30% goes to ineffective or redundant care

Gaps exist between best practices and care delivered
— Preventable adverse events cause harm and add costs

Providers are paid for quantity not quality

— Lack of care coordination leads to worse outcomes
and higher costs

Chronic illness is on the rise
— One third of Americans have a chronic illness
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An Interconnected System that Delivers
Safe, High-Quality Care

Keep patients out of harm’s way

Coordinate care across the entire healthcare system

Help people stay healthy, and when sick, manage their
care effectively

Reimburse providers for quality outcomes, not volume
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g with hospitals
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QualityBLUE.

 Hospital pay-for-performance program aligns
reimbursement with high-quality care and
improved outcomes for patients

* The main focus of the QualityBLUE program is

clinical quality, which assures that patients
receive evidence-based care in accordance with
nationally recognized guidelines

QualityBLUE has driven both cost and quality
improvements including:

* Reductions in healthcare-associated infections for the
most recent four years, and the reduction of surgical
site infections, deep vein thrombosis and pulmonary
embolism in 2011, resulted in at least $48 million in
savings

* Prevention of 2,796 adverse events, saving at least
384 lives among participating hospitals

A presentation of the Blue Cross and Blue Shield Association. All rights reserved. 9
110630




Q-HIP drives improvements in \
health outcomes for patients in
approximately 530 hospitals
across the 14 states involved
including a 47% decrease in
angioplasty complications among
participating hospitals /

Anthem.©9.

Quality-In-Sights®: Hospital
Incentive Program (Q-HIP)

* Q-HIP financially rewards hospitals for
practicing evidence-based medicine and
implementing industry-recognized
practices in the areas of patient safety,
health outcomes and member
satisfaction

* A new component of Q-HIP will require
that hospitals renewing their contracts
with Anthem report quality benchmarks

to qualify for a rate increase which is

anticipated to reduce growth in the
amount spent on inpatient care by three
to five percentage points annually
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* Replaces the typical fee-for-service model with a

modified global payment model * Multi-year contracts with the largest healthcare

systems in Minnesota designed to achieve

» Encourages cost-effective, patient-centered care by accountable care

paying participating physicians and hospitals for

quality, not quantity * Departure from the traditional health plan—provider

relationship, which focuses on paying providers for
the volume of care delivered

K Participating physicians groups reduced their\
readmission rates, avoiding $1.8 million in
related costs

» Readmission rates for the rest of the network
increased

» Greater use of preventive care services and
better management of blood pressure, sugar,
\ and cholesterol

* Findings indicate that the cost trend is below the
national average while quality has remained high

 Creates partnerships where health plans and
providers work to effectively share knowledge
and manage risk in order to create value

/
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Distinction®

-~
A national designation awarded by Blue Cross and Blue Shield

companies to hospitals and medical facilities that have demonstrated
expertise in delivering quality healthcare in the areas of bariatric
surgery, cardiac care, complex and rare cancers, knee and hip
replacement, spine surgery and transplants. The designation is

based on objective, evidence-based selection criteria established

in collaboration with expert physicians and medical organizations.
N\

J
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,, Blue Distinction Centers
|$ for Knee and Hip
Replacement®

|'"'""  Blue Distinction Centers
. for Cardiac Care®

| Blue Distinction Centers
. for Bariatric Surgery®

%" Blue Distinction Centers
for Spine Surgery®

0/- "1 Blue Distinction Centers
/0 for Transplants®

1 Blue Distinction Centers
# for Complex and
Rare Cancers®

The number of designated facilities is approximate as of November 2011

Designation as Blue Distinction Centers® means these facilities' overall experience and aggregate data met objective criteria established in collaboration with expert clinicians' and leading professional organizations'
recommendations. Individual outcomes may vary. To find out which services are covered under your policy at any facilities, please call your local Blue Cross and/or Blue Shield Plan; and call your provider before
making an appointment, to verify the most current information on its Network participation and Blue Distinction status. Neither Blue Cross and Blue Shield Association nor any of its Licensees are responsible for any
damages, losses, or non-covered charges that may result from using the Blue Distinction or other provider finder website or receiving care from a Blue Distinction or other provider.
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Note: Work in progress, subject to change.
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« Expand value-based payment in Medicare
— Link portion of payments to quality for all providers

« Make care coordination available to all beneficiaries

— Incorporate coordination techniques in FFS (e.g., health
coaching, discharge counseling)

— Ensure Medicare Advantage remains a viable option

* Encourage beneficiaries to use high-quality providers
— Provide cost information on Medicare “Compare” Web sites

— Allow differential networks and cost sharing in Medicare
Advantage

20
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Support use of evidence-based medicine

— Prioritize work of PCORI

— Ensure findings are incorporated into “meaningful use” program
— Manage utilization of advanced imaging services

Enact malpractice reforms

— Give providers that follow “evidence-based practice guidelines”
safe harbors

Increase use of generics

Attack fraud and abuse
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Today —

« Consumers see multiple specialists and have multiple
tests/procedures with little or no coordination

* Number of primary care providers is shrinking with only
8% of graduates entering family medicine
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» Coordinating care to better manage chronic iliness
— Expanding patient-centered medical homes
— Paying for non-traditional services (e.g., phone consultations)

« Enhancing practice and delivery of primary care
— Creating Accountable Care Organizations

 Investing in the primary care workforce

— Providing scholarships for primary care (e.g. family practice,
advanced practice nurses)
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Blue Cross and Blue Shield companies have
launched PCMH programs across 39 states, the
District of Columbia and Puerto Rico

’ ?

Creates a

partnership

; between the patient

comprehensive and and their personal

coordinated care physician
delivery by a primary

care team .

Places the patient
and primary care
practice at the
center of care

Provides
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Physician Group Incentive Program (PGIP)

* PGIP is an incentive program that brings together
physician organizations to encourage information-
sharing and collaboration on key initiatives

* The program includes more than 30 initiatives that
reward for improvement in quality of care and
affordability based on clearly defined metrics to measure
performance improvement and program participation

* PGIP includes more than 11,000 physicians who provide
care for approximately 1.7 million BCBSM members

PGIP has reduced health care costs
without compromising quality of care

have 24/7 access to care, compared to
25% in non-participating practices

 Practice units that have met program
criteria have:
— 17 percent fewer inpatient admissions
for ambulatory-care sensitive conditions

—a 6-percent lower 30-day readmission
rate and

—a 4.5-percent lower emergency room

visit rate

( 60% of members in participating practices\

4
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Estimated $15.5 million in overall
healthcare cost savings

\ 50-percent

* An Accountable Care Organization (ACO) pilot was . dec_rease -
. : . inpatient stays
launched in January 2010 to improve quality of care for 15-percent
: of 20 days or perce
41,500 CalPERS members in Sacramento more decrease in
i~ hospital
* The ACO brought together leaders from physician groups, - adcr):izg?on s
hospitals and Blue Shield of California to develop strategies
to improve quality and lower costs
 Care delivery improvements included shared systems that dA rt1_alf-qla3t/h
allow the ACO to communicate seamlessly with members, reduction in S 15-percent
average patient decrease in
- Leveraging the lessons learned and success of the length of stay inpatient
Sacramento pilot, the ACO model has been replicated in hospital
San Francisco, Modesto and Orange County stays

[ J
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Ensure payment policies recognize primary care
— Overhaul of SGR must put more emphasis on primary care

Align with successful private initiatives
— Use same measures in Medicare ACOs and PCMHs

Promote care coordination for “dual eligibles”
— Enroll more in Medicaid managed care

Redirect training resources toward primary care

— Fund more outpatient primary care training, including allied
health professionals
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Today —
* More than half of adults have a chronic illness
« The obesity epidemic costs $147 billion a year

* Many diseases and conditions can be prevented
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Identifying and addressing gaps in care
— Providing targeted interventions to diabetics

Prioritizing healthy lifestyles

— Partnering with employers to promote healthy lives
(e.g. Walking Works)

Combating obesity by encouraging healthy eating

— Rolling out a national Pediatric Obesity and Diabetes
Prevention Program

Advocating healthy pregnancies and safe deliveries

— Providing maternity management and discouraging
early inductions
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* Nearly all Plans
participate in all 50 states,
the District of Columbia
and Puerto Rico

g

' National

Walk@Lunch
Daye

* Tens of thousands of
employees, customers
and community leaders

walk annually

* Events hosted nationwide
in partnership with
Members of Congress,
the Department of Health
and Human Services,
national organizations,
and municipalities
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Risk
Assessment Healthy Physician Reference
Brochure Habits Tip Sheets Weekly Tracker Physician Office Poster Guide and BMI Chart
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Expand initiatives to reduce disparities

Support physical activity and wellness in schools
and at work

— Require PE five days/week
— Encourage employee wellness programs

Promote healthy eating

— Use federal funds to improve nutrition in school meals
— Create tax incentives for grocery stores in underserved areas

Promote safe deliveries and maternal health

— Improve Medicaid pre/post natal care
— Discourage elective inductions prior to 39 weeks
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An Interconnected System that Delivers
Safe, High-Quality Care
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 State laws that prohibit use of tiered
networks for public/commercial plan
enrollees

e State limits on disclosure of hospital and
clinician charges

« State any willing provider laws

e State restrictions on Rx formularies and
mail order pharmacies
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