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‘ View of the Healthcare Landscape

Mar ket 1 s Complex and Evolvingeéeée.

The U.S. health market requires greater flexibility and insight than ever before.
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View of the Healthcare Landscape

Drivers and Enablers of Change

Various economic, technological, regulatory and social factors are pushing the industry in
new directions, creating opportunities and challenges that never before existed.

Demographics

M Population Growth
B Population Ageing
B Chronic Conditions

Convergence

Key Drivers

Business M Payer-Provider
Model Integration
Enablers M Incentive Alignment
M Risk Shifting

0Bi g Dat g
M Aggregation, Storage and
Analytics
M Pooling/Open Data
M Data Center Capacity

Technologic

al Enablers

Source: FTI Consulting

Economic Pressure

B Governments
B Employers
B Market Competition

Consumerism

B Consumer Engagement
M Value Based Benefits

B Wellness/Preventative
Programs

Mobility
B Telemedicine
B Wireless Sensors

B Remote Patient Monitoring
B Apps/Social Media

Healthcare Reform

B PPACA (US)
B Other global reform
B ARRA, HITECH for EHR

Care Model Redesign

B Population Models (e.g.,
PCMHs, ACOs)

B Condition Oriented Models
(COEs, DM programs)

Personalized Medicine

B Genomics

M Targeted Therapeutics

M Personalized Treatments

B Pharma Firms
Competing to
Di seasebo
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View of the Healthcare Landscape

Moving Forwardeeéecée.
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IV Hospital-based, expert/specialist driven Community/retail-based, team driven
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Source: FTI Consulting w MetI'OHealth



Health Impact Pyramid (CDC)

Factors that Affect Health

Examples
Smallest Eat beaithy: o
althy,
Impact physically active
Rx for high biood
pressure, high
cholesterol, diabetes
Immunizations,
brief intervention,
cessation treatment
colonoscop

Fluoridation. trans
fat, smoke-free
laws, tobacco tax

Largest Poverty, education,
Impact housing, inequality

Check the Tarrant County Public Health Web site to learn more. /( CDC
http.Uhealth tarrantcounty com =3~

Source: Georgia Department of Public Health; Centers for Disease ” MetrOHeaIth
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Triple Aim: Catalyst for Change

Improving the patient’s
experience of care of populations

* Quality, access, + Healthy life
reliability expectancy

Improving the health

Lower cost

Reducing the per capita
cost of health care

« Or at least controlling
or slowing cost growth

Source: Summit Leadership Strategies ” MetrOHeaIth



Triple Aim: Alternative View

Triple Aim Model MATCH Model
o’ 4 Population Level
Fopulation| - - - *_ _ _} Mortality and
Health Morbidity Outcomes

A

Source: David A. Kindig, MD, PHD ” MetrOHeaIth



Health Reform Continues Full Steam Ahead

Affordable Care Act Remains (Mostly) Intact After Legal, Political Challenges

Major Milestones of ACA Rollout

20121 2018
Ap. S = ey
T =
2012 2013 2014 2015-2018
Rise of Accountable Implementation of New | Launch of Coverage Elevated Penalties for
Payment Models Financing Mechanisms | Expansion Drivers of Excess Cost
A Medicare Advantage A Medicare tax increase A Guaranteed issue A Hospital-acquired
bonuses A Excise tax on medical A Community rating condition penalties
A Hospital Value-Based devices A Health insurance A Independent Payment
Purchasing Program A pisproportionate Share  exchanges Advisory Board (IPAB)
A Medicare Shared Hospital (DSH) A Individual, employer recommendations
Savings Programs payment reductions mandates A Individual, employer
A Hospital Readmission A Optional Medicaid penalty increases
A Center for Medicare of the Federal Poverty
and Medicaid Level (FPL)

Innovation (CMMI)

Source: Advisory Board Company w MetrOHeaIth
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Payment Cuts have Become the Norm

Hospitals Bearing the Brunt of Payment Cuts New Proposals Continue to Emerge
Reductions to Medicare Fee-for-Service Payments Presidentdos FY2016 Budc¢
Includes Significant Cuts to Providers

ACA IPPS! Update

2013 ($4B) Adjustments l ' m
2014 ($14B) m ACA DSH?2 Payment Cuts

2015 ($24B) 3
: =wowesuwee  $30) 8B $29.5B

2016 I ($29B)
Reduction in Medicare Savings from moving to
2017 W (s38B) bad debt payments site-neutral payments

2018 - ($54B) ﬁ E
2019 - ($67B) ey mAER
2020 - ($76B) Wﬂm i

2021 - ($86B) $14.6B $720M

2022 . ($94B) Cuts to teaching hospitals Cuts to critical
and GME payments access hospitals

1) Inpatient Prospective Payment System.
2) Disproportionate Share Hospital.
3) Medicare Access and CHIP Reauthorization Act of 2015.

Source: Advisory Board Company w MetrOHeaIth
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Shift Towards Risk-Based Payments

Aggressive Targets for Transition to Risk FFS Increasingly Tied to Value
Percent of Medicare Payments Tied to Risk Models  Percent of Medicare Payments Tied to Quality

50% 90%
85%
30%

20% 80%

e Merit-Based Incentive
“ Payment System

Medical Home

2015 2016 2018 2015 2010 2018

o /ﬁ\ Medicare Shared ggngzgﬁﬁgr?ﬁ;ondltlon
-é + Savings Program = . 9
=R - S £ Hospital Value-Based
gé __ Bundled Payments for Care &g Purchasing Program

Improvement Initiative © 2
ég B P 35 Hospital Readmissions
= _ £ = Reduction Program
8 ﬁ\ Patient-Centered < >

L

1) Fee-for-Service.
Source: Advisory Board Company w MetrOHeaIth
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More Providers Taking the Hint

Dismal Outlook for Fee-for-Service Motivating a Look at Risk-Based Options
89 ACOs Join in 2015, Few Generating Shared Savings in First Year

Medicare ACO Program Growth Continues One-Quarter of MSSP ACOs Share in Savings
As of April 2015 First Performance Year?
Held Spending Below

Benchmark, Earned
Shared Savings

46%

19

Did Not Hold s _
Spending Below Reduced Spending,

Pioneer ACO MSSP Total Benchmark Did Not Qualify
ACO Medicare ACOs for Shared Savings

1) Medicare Shared Savings Program.
2) For the 2012 and 2013 cohorts; percentages
may not add to 100 due to rounding.

Source: Advisory Board Company w MetrOHeaIth
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Market Demand for Alternative Solutions

Patient Cost-Sharing Continues to Accelerate

Percent of Covered Workers Enrolled in a Plan Average Inand Outof-Network
with a $1,000+ Deductible by Firm Size Deductibles for Group Plans
Single Coverage n = 1,100 employers
58% $2,110

0
26% 28%

2009 2010 2011 2012 2013 2009 2010 2011 2012 2013

=@= Small Firms (3-199 Workers) m In-Network = Out-of-Network

=¢==|_arge Firms (200+ Workers)

Source: Advisory Board Company ” MetrOHeaIth
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Market Demand for Alternative Solutions

Market Shifting Patients into Consumers

Characteristics of a Traditional vs. Retail Market

Traditional Market

. [_]
Passive employer, gs 88 & 1

Retail Market

.$ Activist employer,

price-insulated employee g

Growing number of buyers

" r-’ price-sensitive individual

Broad, open networks 2
Proliferation of product options

v

A Narrow, custom networks

No platform for applego- nl‘,| 3

apples plan compariso
Increased transparency

Disruptive for employers to 4

v

exchange platforms

I Clear plan comparison on
L._k
wlll

change benefit options o
Reduced switching costs

v

plans annually

n Easy for individuals to switch

Constant employee $ 5
premium contribution, low /

deductibles Greater consumer cost exposure

Source: Advisory Board Company
15
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> premium contribution,
high deductibles
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\“ Market Demand for Alternative Solutions
I

Consumerism New Model
A Ever-increasing cost of A Market for health insurance
health care moving towards T
resulting in resulting in
A Increasing personal A Reduced demand for
responsibility for cost of expansive provider networks
health care
resulting in resulting in
A Increasing consumerism in A Creation of narrow and tiered
health care network products
resulting in resulting in
A Demand for pricing and A Steeper discounting in
guality transparency exchange for steerage/volume

w MetroHealth
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\“ A Call to Action
S

17

Visionary
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Emerging Themes on Provider and Payer Side

Outcomes of Market Disruptions

1 2 3
) > (-
End of Traditional Increased Partnerships, Rise of
Growth Model New Identities Consumerism
A Heightened A Provider-health plan A Employer cost-
regulatory scrutiny joint contracts, shifting
A Limitations on pricing ventures A Growing popularity
increases A Provider-provider of high deductibles
A Reimbursement cuts METgers and A Patient engagement
affiliations

A Long-term deficit measures

reduction plans

Source: Advisory Board Company w MetrOHeaIth
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AHA Board CPI: Must-Do Strategies

Establish partnerships with payers to
align the risk and rewards of new
projects and payment systems.

Source: AHA
20



