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Learning objectives

Understand the ways that UW Medicine is currently paid in fee-
for-service and in fee-for-value models.

Understand key terms and how they are derived including wRVU,
DRG, Evaluation and Management (E and E) coding, and concepts
around risk-adjustment.

Understand changes in the marketplace and strategies
integrated healthcare systems such as UW Medicine have in
place to thrive in an uncertain healthcare environment.
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Agenda

e Mission, Vision, and Values - MM

* Overview of US medical finances and pressures on healthcare systems - MM

Contracting and how we get paid - ML

BREAK

UW Medicine and evolving payment models

e Disruptors in Healthcare

UW Strategies
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Mission and Vision

* UW Mission —
« To improve the health of the Public
e Pop Health Vision —

« UW Medicine and partners will coordinate and demonstrate the highest
clinical value of care for patients and communities we serve.

 Create sustainable financial models through blended fee-for-service and
value-based arrangements.

« We will seamlessly integrate clinical, equity, research and educational
goals.

« Focus on simplifying health for our patients, communities, and care

teams.
UW Medicine
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UW Medicine Values

* We treat people with respect and compassion.

- We embrace diversity, equity and inclusion.
* We encourage collaboration and teamwork.
* We promote innovation.

» We expect excellence

UWMedlcme
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slido

Where do you work?

(D Start presenting to display the poll results on this slide.



slido

What is your level of confidence on how we get paid and changes
in the healthcare market? Scale of 1-10 (10 being very confident)

(D Start presenting to display the poll results on this slide.



CURRENT STATE OF
MEDICAL ECONOMICS
IN THE US

UW Medicine
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slido

If the US healthcare budget was a country, what would that
country rank amongst the world's largest Gross Domestic
Products? Enter number (#1 is the US $26 trillion), #2 is China,
etc.))

(D Start presenting to display the poll results on this slide.



Slido Answer

10

GDP Per Capita (USD

Rank & Country GDP (USD billion) thousand)
#1 United States Of

America (U.S.A) 26,954 80.41

#2 China 17,786 12.54

#3 Japan 4,231 33.95

#4 Germany 4,430 52.82

US HEALTHCARE SPEND 4,300 Of US Fed Budget 19%
#5 India 3,730 2.61

#6 United Kingdom (U.K.) |3,332 48.91

#7 France 3,052 46.32

#8 Italy 2,190 37.15

#9 Brazil 2,132 10.41

#10 Canada 2,122 2325

https://www.forbesindia.com/article/explainers/top-10-largest-economies-in-

the-world/86159/1
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United States | Commonwealth Fund

US Healthcare Major changes

Key dates in pre-pandemic US insurance markets

Employer Medicare Medicare Medicare
sponsored . Advantage Part D
.p Medicaid 8
Insurance Programs
enacted
Pre covid 55% of Part A hospital AK'_AF‘ F;art C. Drug benefits
: Insurance. oday .
population part B medical approaching for Medicare

. . o

Affordable
Care Act

Uninsured adults

decreased from

20% to 12% pre-
pandemic


https://www.commonwealthfund.org/international-health-policy-center/countries/united-states

US Spends more on healthcare per capita than any

OECD country but health outcomes lag

Healthy Life Expectancy at Birth 2003
% 23
]

3

65

4 Efficient

Figure 1: Healthy Life Expectancy Total Population and Total
Healthcare Expenditure/capita, 2003/2006

Spain @.?:.dcmo:coland
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&
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d Effective

xembourg

United States

Size of bubbles indicate percentage share of total health
expenditures that come from the private sector.

(Note: Relative differences between countries magnified

1 . Qﬂungaw
o4 !Underlfundel

(raised to the third power) to facilitate chart reading) Wasteful
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Total Healthcare Expenditure/Capita SUSPPP, 2006 or Latest
Souwrce: OECO Heoalh Database, June 2008 Verson, WHO Workd Heath Date 2008. EU-1S average 15 the GOP wehted wmrage

If you include public health and
prevention, then the GDP spend by
the US is more in line with European

countries but with worse outcomes.
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Administrative costs are high in the US in large part
due to complexity of our payment systems

FIGURE 10. -
Selected Administrative Costs as a Share ot GDP, by Country -
United States
France
Germany
Netherlands
Austria
Canada
United Kingdom

Australia Payers' administrative costs
Japan (OECD 2020a)

Sweden

Denmark

Norway
0 0.2 0.4 0.6 0.8 1 1.2 1.4

Percent of GDP -
Source: Himmelstein & al, 2014; DECD 2020a., HAMILTON
PROJECT

Mota: Data for the Uinited Kingoom ans Tor 2073, All other data ane Tor 2010, S8 Himmeatstisin et al, 2014 and OECD 20808 Tor datails,
BROOKINGS | |\M MedlClne
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US healthcare is inequitable compared with other OECD countries

EXHIBIT 6

Health Care System Performance Scores: Equity

Higher
performing
® AUS Top-3 average
®GER o swiz
® UK
10-country average

® NETH
® SWE

® NZ

® CAN

® US

Lower
performing

Note: To normalize performance scores across countries, each score is the calculated standard deviation from a 10-country average that excludes the US. See How We Conducted This Study for
more detail.

Data: Commonwealth Fund analysis. U ~~ MCdlClne
PATIENTS ARE FIRST

Source: Eric C. Schneider et al., Mirror, Mirror 2021 — Reflecting Poorly: Health Care in the ULS. Compared to Other High-Income Countries (Commonmwealth Fund, Aug. 2021).




Local differences in life expectancy 2003-2007

= S
T Legend ?\
P

Comparison to KC*

[\ Higher than KC
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] Mo Significant Difference

Life Expectancy in Years
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Small populations drive large costs

FIGURE 4.

Distribution ol Health Expenditures lor the U.S. Population

100 99th-100th percentile

a0 percentile

20 75th-90th percentile
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Bottom 50 percent
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22% of expenditures,

mean spending: $116,330

16% of expenditures,
mean spending: 516,960

21% of expenditures,
mean spending: 7,260

3% of expenditures,
—— " c31 spending: $310

L.5. population by total
health-care spending per person

Sourca: MEPS 2017; authors’ calculations.

Mote: Data are for 204 7. Sample includes people of all ages. Mean expenditures are rounded to the nearast 10.

Share of health expenditures
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't’s the prices, stupid.

s it price or volume that drives US costs?

e The US growth in pharma spending was 3x OECD countries

* In 2015 the US had 19% fewer practicing physician per 1,000
population than the median OECD country

* The US had 7.5 medical school graduates per 100,000 compared
with the OECD median of 12.1

* US nurse population is 20% below OECD median but we train
more nurses than the OECD median

* The US has 26% fewer inpatient acute hospital beds per 1,000
population than the median OECD country

d F. Anderson, Peter Hussey, and Varduhi Petrosyan

. Still The Prices, Stupid:

iy The US Spends So Much
Health Care, And A Tribute
Uwe Reinhardt

RACT A 2003 article titled “It’s the Prices, Stupid,” and coauthored
e three of us and the recently deceased Uwe Reinhardt found that
izable differences in health spending between the US and other
tries were explained mainly by health care prices. As a tribute to
we used Organization for Economic Cooperation and Development
D) Health Statistics to update these analyses and review critiques of
riginal article. The conclusion that prices are the primary reason
the US spends more on health care than any other country remains
, despite health policy reforms and health systems restructuring that
occurred in the US and other industrialized countries since the
article’s publication. On key measures of health care resources per
a (hospital beds, physicians, and nurses), the US still provides
ficantly fewer resources compared to the OECD median country.
' the US is not consuming greater resources than other countries,
nost logical factor is the higher prices paid in the US. Because the
rential between what the public and private sectors pay for medical
zes has grown significantly in the past fifteen years, US policy
'rs should focus on prices in the private sector.

Dol WLI3TT fhithafd
HEALTH AFFAIRS 3B,
NO. 1 {2019} 87-95
©2019 Progect HOPE-
The Pecple-to-Peaple
Foundagsan, Inc.

Gerard F. Anderson
[ganderson@jhu.ed.
professor in the De
of Health Policy an
Management and ti
Department of Inte
Health, lohns Hopk
Bloomberg Schoal
Health, in Baltimori
Maryland.

Peter Hussey is vic
and directar, Healti
the RAMD Carparat
Boston, Massachus

Varduhi Petrosyan
professor and dean
Turpanjian School ©
Health, American LU
Armenia, in Yerevar
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And Healthcare expenditures are taking more of

the US budget at a non-sustainable rate.
Health Care & the Federal Budget

25

0 '
1974 1984 1994 2004 2014 2024 2034

Fiscal Year

Source: Congressional Budget Office, 2016 Long-Term Budget Outiook. . .
UW Medicine
MARGOLIS CENTER
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Paradox of US Healthcare

Life expectancy continues to decline in the U.S. as it rebounds in other countries

Life expectancy around the world decreased in 2020 due to COVID-19. Most peer countries rebounded by 2021, while the U.S. continued to decline.

86 vears
84
2021
Comparable country average 82 4 years
g2
80
78 United States

7 2021

76.1 years
74

1980 1982 1984 1985 1588 1990 1592 15994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

UW Medicine
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Market Forces in US Healthcare

US Healthcare markets have not been a “free market” by economic definitions

Standard Economic Theory
* Healthcare is not a exchangeable good

* There is not free competition for many aspects of
care

* There is not enough information to value
elements of healthcare

20

Modern Economic

e For-profit organizations have increasingly
entered healthcare in the last decade (Amazon,
CVS/Aetna, Walgreens, WalMart, etc)

e Venture Capital has also entered healthcare and
has S1 Trillion dollars more to invest this next
Decade.

UW Medicine

PATIENTS ARE FIRST




The future of healthcare

“Every system is perfectly designed to get the results it
gets” — Attributed to Paul Batalden (IHI)

UW Medicine
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How Do We Get Paid?
A Brief Discussion of Healthcare
Reimbursement

Matt Lund

UW Medicine
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Overview

Today we will discuss...
* Managed Care Contracting at UW Medicine
e How are we paid? - Reimbursement Systems/Methodologies
* How Medicare Impacts All Reimbursement
 Key Takeaways
e Common Myths/Misunderstandings
* Reimbursement Trends and Challenges in Era of Healthcare Reform

e Q&A
UW Medicine
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Contracting at UW Medicine

 Allreimbursements for medical services negotiated by UW Medicine Contracting & Payer Relations
Department (“Contracting”)

 Three hospitals, UWP and other professionals, Airlift Northwest
« Commercial and Government/Managed Government payers (Medicare, Medicaid, Tricare, etc.)

 Negotiations focus on total annual dollar reimbursement by UW Medicine entity and UW Medicine
system

e S3.7 Billion in annual reimbursement

 Key factors in contracting process: payer mix, acuity mix, market trends, institutional mission, language,

access, law/regulations UW Medicine
PATIENTS ARE FIRST




UW Medicine Payer Mix — Gross Charges (~$12B)

UW Medicine Charges - FY23 ($12 Billion)

$246,082,795.75
$196,595,082.63

$239,498,981.72

_$3,880,262,923.95

$4,778,065,450.99

~—_ $2,755,472,784.65

m Commercial = Medicaid = Medicare Other  ®VA/Tricare = Self Pay

UW Medicine
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UW Medicine Payer Mix — Net Payments (~$3.7 B)

UW Medicine Payments - FY23 ($3.7 Billion)

$58,240,353.00
15,114,589.70
$62,828,787.98 - _\ -

$1,066,946,509.16

$2,021,394,403.01

-

$538,478,533.06__—

m Commercial = Medicaid = Medicare Other = VA/Tricare = Self Pay

UW Medicine
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How we are paid: Typical Payment Methods

Reimbursement is rooted in Medicare methodology:

DRG/MS-DRG - Diagnosis Related Grouper

For Inpatient/Hospital Services

APC » Ambulatory Payment Classification
» For Outpatient Hospital Services

» Resource Based Relativity Value Scale
RBRVS » For Professional Services

Other payment * Percent of charge, per diem, bundled payment, case
methods rate, P4P, capitation, etc.

Lump sum payments [eesmvsr charges

“Understand Medicare, Understand All”
UW Medicine
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Typical Payment Methods...

Focus:

* Inpatient Reimbursement
* DRG/IPPS

e Qutpatient Hospital Reimbursement
» APC/OPPS

* Professional Fee Reimbursement
* RVU/RBRVS

UW Medicine
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DRG — “Diagnosis-Related Grouper”

 CMS/Medicare Concept

* [npatient services

* Lump sum payment

* Facility Specific Base

e Service Specific Weight

e Base and Weights set by CMS (annual rule)

* Base x Weight = Payment

e Qutlier

* DRG Versions

« See CMS Inpatient Prospective Payment System (“IPPS”)

* MS-DRG, APR-DRG, DRG UW Medicine
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IPPS — Inpatient Prospective Payment System

Acute Care Hospital Inpatient Prospective Payment System:

Adjusted for geographic factors

Operating Base Payment Rate

index portion +* portion

Wage Labor-related Nonlabor-related

~ (

CO!_A, if
applicable

I. Adjusted for case mix

Base rate adjusted for X DRG
geographic factors weight

Policy adjustments for qualifying hospitals:

. Additional operating amounts

DRG-adjusted
base payment

AcII:usted IME Disproportionate share payment H(\?g;a l HRRP
arﬁznt T + (including an uncompensated e f Tl -— payment
Parl;tex = care payment) parﬁount amount

Il. Adjustments for transfers

Full
LOS

Short LOS and discharged
to another acute care IPPS
hospital or post-acute care

n Acute Care Hospital inpatient Prospective Payment Sysfem

IIl. If case is extraordinarily costly

Per case
rate

High-cost outlier
(payment = outlier payment)

Adjusted
per diem

payment
rate

IV. If case qualifies for new technology add-on

New technology add-on
(payment 4 new technology payment)

69.6% of the standardized
amount/operating base payment
rate is adjusted for area wages

62% of the standardized
amount/operating base payment
rate is adjusted for area wages

V. If hospital ranks in lowest
performing quartile for HACs

Overall payment - 1%

* Reflects the applicable Hospital IQR
and EHR Meaningful User Incentive
Programs payment adjustments.

* Base x Weight

UW Medicine
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APC - “Ambulatory Payment Classification™

e CMS/Medicare Concept

 Qutpatient Hospital Services

* Lump sum payment

* Facility Specific Conversion Factor

e Service Specific Weight

e CFand Weights set by CMS (in annual rule)
 Conversion Factor x Weight = Payment

 Qutlier

* APC Versions

e See CMS Outpatient Prospective Payment System (OPPS)

e APC, EAPG ..
UW Medicine
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OPPS — Outpatient Prospective Payment System

Hospital Owuipatient Prospeciive Payment Systernm

PAY MIENT RATES UNDER THE OPPS

FPayment based on
compilexity of service

SGeographic adjustment

APC B0% A%
CF x relative — labor -+ non-labor = Paymment
weight related related
APC
Hospital
Measures relative wgge
resources of services ke
Special Exceptions
If the patient is - . Erp e ~ e
exceptionally costhy outlier
If a rural SCH —_— Payrmment » 1.0F71
Transitional i

If a cancer or

children’s hospital = " .

eligible for transitional
outpatient payTment

paymment; iinal payment
determined at cost settilement

Page 9 of 11

M 00s820 Decemibrer 2017

Medicar:

Le ing
arnng-r

Metu

e Conversion Factor x Weight

UW Medicine
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RBRVS - “Resource-Based Relative Value Scale”

e CMS/Medicare Concept

* Professional Services

* Lump Sum Payment

 Geographic-Specific Conversion Factor (GPSI)
e Service-/CPT-Specific RVU value
 Conversion Factor x RVU value = payment

* RVU year

e See CMS Physician Fee Schedule

UW Medicine
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RBRVS

Medicare Physician Fee Schedule MLMN Fact Sheet

MEDICARE PFS PAYMENT RATES

The Medicare PFS payment rates formula shows how a payment rate for an individual service is
deternmined, and we provide a description for each component below the formula.

Medicare PFS Payment Rates Formula
I Wiork RWL x PE RVU x MP WU x
et — wicrk GPCI + PE GPCI + MP GECI x ="

1) Relative WValue Units (RWUs)

Three ssparate RWUs are associated with calculating a payment under the Medicare PFRFSE

- The Work RWU reflects the relative time and intensity associated with fumiashing a Medicarse
PFS sernvice

- The Practice Expense (PE) RWU reflects the costs of maintaining a practice (such as renting office
space. buying supplies and equipment, and staff costs)

- The Malpractice (MP) RWU reflects the costs of malpractice insuranmnce

2) Geographic Practice Cost Indices (GPCIs)

Each of the three RWLs are adjusted o account for geographic varnations in the costs of practicing
medicine in different areas within the countmy:. These adjustiments are called GPCls. and each kKind of
Rl component has a comesponding SGRPCl adjustment.

3) Conversion Factor (CF)

To determine the payiment rate for a particular service, the sum of the geographically adjusted RW LIS
is muitiplied by a CF in dollars. The statute specifies the fonmula by which the CF is updated on an
annual basis.

wou can use the Physician Fee Schedule Search Tool to obtain national and local payrment rates._
For information on how o use the Physician Fee Schedule Search Tool, refer o How o Use ithe
Searchable Medicare Physician Fee Schedule.

Page 2 of 4 IS ODsS14 Februarny 2017

e Conversion Factor x RVU Value

UW Medicine
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Commercial Reimbursement

Generally, mirrors Medicare in methodologies:

“Know Medicare, Know All”

Base/CF x Weight

Base/CF is negotiable: Weight is not

Some percent of charge contracts at UW Medicine

« Commercial contracts almost always have a P4P/value-based component:

* Rely heavily on attribution of patients to specific health systems (CINs)/PCPs/medical homes

* Quality and Cost/Utilization measures UW Medicine
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Medicaid Reimbursement

* Similar to Medicare reimbursement with some differences

 Conversion Factor x Weight

* APR-DRG and EAPG

* FFS Medicaid administered by the HCA; most Medicaid is administered by MCOs

« HCA currently has 5 MCO’s (Amerigroup, Coordinated Care, CHPW, Molina, United)

* Managed Medicaid is more restrictive then FFS Medicaid, as patients are managed by
plans at full risk for spend

 Medicaid P4P/VB Programs are mandated by HCA UW Medicine
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Key Takeaways

 Majority of reimbursements made pursuant to a Medicare-like (lump sum) method
e CMS Weights Set by CMS/HCA (not negotiable)

e Bases/CFs vary by facility (not by provider or specialty) — are negotiable

* CMS Professional Conversion Factors based upon geographic region

e UW Medicine reimbursement strategy focused on total yearly revenue of system

e Efficiency in utilization (cost management) is key to success in current business
environment — “Cost is King”

UW Medicine
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Myths, Misconceptions, Challenges, and Trends

* (Carve-Outs are Rare

e We “Deserve” More

* Data-Driven Negotiations

e EMR — Unification and Payer Access

 Purchasers desire value for their dollars, not just services
 Cost and Quality — Must Be Demonstrated

 Accurate Coding of HCCs is expected by the market and necessary to optimize
reimbursement and value-based success

 Optimizing Site of Service, Care Management, Mastering Quality Measures, |deal
Prescribing Patterns, Population Health Management, etc. UW Medicine
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Questions?

Matt Lund
lundm2@uw.edu

(206) 744-9753

UW Medicine
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mailto:lundm2@uw.edu

BREAK
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UW Medicine is a family of organizations

UW Medicine and Its Affiliations
UW Medicine (UWM) is a

e complex set of entities

............

* What does clinical integration

, — mean?

% e s o * UWM does not meet criteria as a

et ?IEI:E:“:'-::'-: PaThwves Clasially mnegrittd henwn . .

2 - ' Clinically Integrated Network by FTC

[E cirm A ouniatle Cae
Lo bl Posl-Aouli: [E MElAs Criteria
PRARTIALLY C)% LIRL; L TICHNS

UW Medicine
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UW Medicine — A History Timeline of Value Based Activities by Performance Year

PY 2014 > PY 2015 > PY 2016

PY 2017

PY 2018

PY 2019

PY 2020 PY 2021

PY 2022

. Jan 1, 2015 -
UW MEd;CIﬂE‘ UW Medicine
: e Accountable Care
Network launches a
UW Medicine commercial, first,
MultiCare direct to employer,
Skagit tvs_/o—side<_:| contract
Seattle Children’s with Boeing
SCCA*
Capital* @ﬂﬂf/ﬂg
Overlake**
Island**

PeaceHealth**

Jan 1, 2015 - UW
Medicine launches
the new Office of
the Chief Medical
Officer with Dr.
Carlos Pellegrini,
first CMO for UW
Medicine

Oct 31, 2015 - CMMI
care transformation
4-year grant begins

Medicine

Jan 1, 2016 - UW
Medicine ACN
launches its second
two sided
commercial direct
to employer
contract with WA
Health Care
Authority for PEBB
lives

n UMP

Mar 2016, UW
Medicine Central
Population Health

Management team
formed

May - Aug 2016-
Summer of
empanelment

Stop loss triggered in Dr. Tim Dellit begins

Boeing contract.
Contract
renegotiations begin

Strong focus on MA
contracts with
significant gains in
AWV rates (AWV
rates 5%->65%,
care gaps
65%->80%,

risk adjustment
45%->65%)

Central care
managers and panel
navigators
outreaching on gaps
and AWVs

Improvements seen
in ACN quality
metrics also due to
PATH program
efforts

UW Medicine
HealthCare Equity
Blueprint launched

as UW Medicine’s
new CMO

Boeing 2.0 contract
begins

HCA PEBB achieves
shared savings for
first time

Sep 2019 Embright
LLC announced as

CIN, founded by UW
Medicine, MultiCare

and Life Point

UW Medicine wins
the AMGA Acclaim
Award for
population health
achievements

Medicine wins back
Regence MA PPO
contract based on
2017 performance
results

CMMI grant ends in
Dec 2019

HCA PEBB achieves
shared savings

SEBB product
launches in HCA ACN
contract to become
PEBB/SEBB contract

¢COVID response
continues

eDec 31, 2021 -

Boeing contract
Northwest Hospital
merges with UWMC
as second campus.
NWH TIN no longer
in use

ACN ends

ACN is the
convenor for the
HCA contract

with UW Medicine

eDec 31, 2021- Final
year UW Medicine

Embright network
launches its own
two-sided Boeing
3.0 contract

Embright is
contracted to
manage the HCA
contract on behalf of
UW Medicine ACN,
we still own the HCA
contract.

W —
L IJ\/Iled;cme n UMP

Embright

Innovation articles

Feb 2020, UW Medicine ShoW pandemic

begins its COVID 19
response, launches EOC
structure.

payment mode
design
(Telehealth,

COVID response PCMH

continues, multiple
surges, State mandates,
crisis standards of care,
staff furloughs

capitation)

No financial settlement
in Boeing contract due
to COVID

HCA PEBB and SEBB
achieves shared savings

accelerated VB

PEBB and SEBB

| current contracts
extended to Dec 31,
2025, both two-
sided VBAs

PMPM, Bundled,

MEDICARE

S| S GS

UW Medicine Choice
Care launches MSSP
in Level A

UW Medicine
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https://depts.washington.edu/uwmedptn/strategies-programs/population-health/
https://depts.washington.edu/uwmedptn/strategies-programs/population-health/
https://depts.washington.edu/uwmedptn/wp-content/uploads/UW-Medicine-Healthcare-Equity-Blueprint-2017.05.01.pdf
https://depts.washington.edu/uwmedptn/wp-content/uploads/UW-Medicine-Healthcare-Equity-Blueprint-2017.05.01.pdf

UW Medicine was a leader in value-based care

= TheSeattleTimes Local News Newsletters My Acco

LOCAL BIZ NATION SPORTS ENTERTAINMENT LIFE HOMES OPINION | THETICKET JOBS EXPLORE W AllSections

Politics Law & Justice Watchdog Mental Health Project Homeless Education Traffic Lab  Eastside Environment  Obituaries

Health | Local News

Boeing, health-care providers join forces in bid to curb costs

Originally published June 13, 2014 at 919 pm | Updarted June 13, 2014 at 11:31 pm

By Lisa Stiffler

Special te The Seattle Times
Share story v

Boeing led UW’s journey to Value but rapidly revealed difficulties in
running this type of relationship

PEBB/SEBB have been advanced models with overall better results
MSSP has also had mixed results to date

UW is evaluating new models of payment including Making Care Primary
UW Medicine
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Medicare plans to move all payments to Value-

Based Care Models

G OA L STAT EMENT Medicaid Commercial Advantage  Medicare

Accelerate the percentage of 2020
US health care payments tied to quality - X 5 o
and value in each market segment 2022 50% | 50%
two-sided risk APMs. 2 0% 50% | 100% | 100%

Medicare will move 100% of it’s contracts to two-sided Advanced Payment Models
* In effect, CMS is de-risking and putting the risk of managing total cost of care to other

entities
* Non-traditional healthcare organizations are willing to take risk in these governmental

programs such as Medicare Advantage.
 Where Medicare goes, the rest of insurers follow

Health Care Payment Learning and Action Network | CMS
Innovation Center

UW Medicine
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https://innovation.cms.gov/innovation-models/health-care-payment-learning-and-action-network
https://innovation.cms.gov/innovation-models/health-care-payment-learning-and-action-network

Different payment and care delivery models

Payment Bundled Total Cost of : Full
Model FFS PFP DRG " Care Shared Risk s
Care Volume Manage Manage Manage Care Aligned
DeIivery quality . Anag Episode of management Value Levers Clinical Value

based care inpatient cost
Model measures Care and UM Management

e Currently we have contracts in nearly all of these categories, but UW is biased toward the FFS compared
with other systems and disruptors in our market.
* In ablended FFS and FFV model, healthcare systems are challenged to evolve two systems of payment
* But there are areas that “win” in both FFS and FFV models
* Managing Cost of care
* Manage clinical outcomes
* Manage quality
* Complex care management
 LOS
* And with high demand and full capacity, there isn’t traditional tradeoff of value for volume. W Medicine
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FIGURE 4.

Distribution of Health Expenditures lor the U.S. Population

22% of expenditures,
mean spending: $116,330

100 99th-100th percentile

a0 percentile

20 75th—-90th percentile
/0
60
50
40
30
20
10

0

Percent

Bottom 50 percent

(o |
Ly

16% of expenditures,
mean spending: $16,960

21% of expenditures,
mean spending: $7,260

3% of expenditures,
E—— (1220 spending: $310

U.5. population by total
health-care spending per person

Souwrca: MERS 2017 authore” calculations.

Mote: Data are for 204 7. Sample includes people of all ages. Mean expenditures are rounded 1o the nearest 10.
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How to address population health

Current Care
Management
Focus

High-Risk Population
At least one complex illness, multiple
comorbidities

Rising-Risk Population
Chronic conditions unmanaged, aging

Accountable care
organization/clinically
integrated network
opportunity to manage
medical spend, outcomes
and utilization

Moderate-Risk Population
Chronic conditions controlled, managed

Low-Risk Patients

Healthy or chronic conditions
0 ’
65-80% managed

UW Medicine
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https://www.hfma.org/payment-reimbursement-and-managed-care/contracting/61959/

DISRUPTORS * There is wide
realization that the 4

trillion dollars spent on
healthcare is not
resulting in better
health for our country

e Qutside forces are now
“disrupting” healthcare
in significant and
accelerating ways

UW Medicine
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What company employs the largest number
of physicians in the US?

(D Start presenting to display the poll results on this slide.



Vertical Integration in the Marketplace

The Healthcare Vertical

Integrators of 2022*

CARE CONTINUUM

LUMErS Jx

Insurance Services

At-Home Preventative
(RPM)

Urgent Care

Primary Care

Specialty Care

Ancillary
(Lob/Imaging/Pharmaocy)

Outpatient/Ambulatory

Inpatient

Paost-Acute Facility

Home Health

Palliative [ Hospice

OPTUM

United Healthcare

Vivify / AbleTo

Optum Care

HerthCore Poniners, Kedsep-Sephodd, ddrius

Hegith, Heoithcane Assoc. of [X)

OptumCare

Traditional PBM, Pharmacy and
Infusion Services (Diplomat)

OptumCare (dtnus Health, Reliant

Meavea Graup)

NaviHealth
.
Landmark Health, LHC*®",
Refresh Mental Health

QUESTIONS? EMAIL: info@lumeris.com

ASSETS
Cvs WALGREENS
ABtna
Li— | I
Signify*”
I

MinuteClinic / HealthHLUB

Renal Care

Traditional PEM [Caremark) |
Pharmacy Business

Community Clinics / CityMD**

VillageMD [ Summit*

Summit™™
Shiedds [/ Traditional
Pharmacy Business

E.lgr'.i‘l'." 4

CareCentrix

“aCe Dased on relative marked

Impeact os af 1120322

Rl ATI
AMAZON

OneMedical [ lora®®

Pillpack

“TPending ransactians

22022 Lumeris

LOCAL HEALTH SYSTEM

Frovider Sponsored Flans

Growing Digital Health Investmeants

Urgent Care Access Expansion

Growing PCP employment

Centers of Excellence

Pharmacy

Surgery Centers &
Qutpatient Clinics

Hospitals

SNF/IRF

Hoame Health Netwark

End of Life Care

Proprietary & Confidential



Local Disruption — “Payvider” models and for profit

PREMERA |

BLUE CROSS

(@)

Kinwell

Optum

amazon

- one medical

52
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jorahealth

* Owned by Premera — Kinwell Clinics — 17 clinics through Washington
State — “Kinwell is a startup, determined to change the primary care
experience.”

 Optum — by far the largest medical group in the nation, over 70,000
providers, Kaiser Permanente has 24,000 by comparison. Locally they
own The Everett Clinic, the Polyclinic, Sound Physicians amongst other
groups.

* Amazon —owns One Medical and offers primary care for just $144
dollars for the first year. Promises “Hassle-free primary care” Also

owns lora — a large practice specializing in Medicare Advantage
: UW Medicine
patients.
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JW Medicine can learn from other disrupted
industries

* The story of many industries are that the incumbents did not
recognize external threats early enough to respond

e All “disrupted” industries have similar stories

e Computers IBM to Microsoft
e Steel — Big Steel to Nucor
* Entertainment — Blockbuster to Netflix

UW Medicine
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Blockbuster Video

* The Blockbuster story is particularly relevant to healthcare

 Blockbuster did not understand what its product was - entertainment
delivery, it focused on video rental (and late fees) and the customers
moved on

« Blockbuster also became anchored to brick-and-mortar business model
and killed a successful mail/streaming service to compete with Netflix.

UW Medicine
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PAST

PROFIT

PRESENT

Current Care
Management
Focus

High-Risk Population
At least one complex illness, multiple
comorbidities

Accountable care
organization/clinically
integrated network

UW Medicine

and utilization

SUBSIDIZE
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opportunity to manage
medical spend, outcomes

FUTURE

Rising-Risk Population

Ko
[
S

<+ Moderate-Risk Population
é‘)

Chronic conditions unmanaged, aging

- e e e e e S e e S S W S R N S e mm Ee e

UW Medicine
SUBSIDIZE
Optum
PROFIT

() Oak St.Health
{

iorahealth

Chronic conditions controlled, managed

Low-Risk Patients

65-80%

managed

Healthy or chronic conditions,

PROFIT € CVSHealth.

i ( dical

*7: Carbon Health

UW Medicine

PATIENTS ARE FIRST




Risky financial foundations

Disruptors take .
market share Non-Virtuous Cycle

* Disruptors take manageable patient
populations from healthcare systems
* Healthcare systems continue to care for

Hospitals care high cost and/or difficult to manage
for the safety patient populations (e.g. mission aligned
net

patients with social determinants)
* Continued commercial cost pressures
decrease margins.
* Existential threat to high-expense
“Death” spiral healthcare systems.

UW Medicine

PATIENTS ARE FIRST




UW Medicine and adverse selection

e UW Medicine is the specialty referral center for WWAMI states.

e UW Medicine mission is aligned around being the safety net system for those most
vulnerable in our communities.

e [Harborview’'s] primary mission is to provide healthcare for the
most vulnerable residents of King County.

* Current risk models have difficulty fully risk-adjusting patients who have failed prior
therapeutic interventions.

« Example from FHCC.

UW Medicine

PATIENTS ARE FIRST

58




UW STRATEGIES * What is UW Medicine Doing to

organize health care
transformation to high-value
healthcare

UW Medicine

59 PATIENTS ARE FIRST




Different payment and care delivery models

Payment Bundled Total Cost of : Full
Model FFS PFP DRG " Care Shared Risk s
Care Volume Manage Manage Manage Care Aligned
DeIivery quality . Anag Episode of management Value Levers Clinical Value

based care inpatient cost
Model measures Care and UM Management

e Currently we have contracts in nearly all of these categories, but UW is biased toward the FFS compared
with other systems and disruptors in our market.
* In ablended FFS and FFV model, healthcare systems are challenged to evolve two systems of payment
* But there are areas that “win” in both FFS and FFV models
* Managing Cost of care
* Manage clinical outcomes
* Manage quality
* Complex care management
 LOS
* And with high demand and full capacity, there isn’t traditional tradeoff of value for volume. W Medicine
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Value Levers Alignment to Maximizing Value

The value levers are revised to align with maximizing clinical value.

Highest Quality Care and Patient Experience
Maximize Clinical Value =

Net Cost to Deliver

Highest Quality Patient Experience Total Cost of Care
e Patient centered medical  Access —in person, digital, * Risk adjustment
home (PCMH) and virtual touch e Site of Care Optimization
neighborhood * Network Adequacy * Keep-age/ Steerage in
* Management of chronic  Care Management — timely network
conditions and diseases system care navigation e Utilization Management

Communication and education
Sharing best practices

A
v
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Strategic Leadership
Council
(SLC)

Choice Care
Board

e Value Lever Subcommittees

Value-Based Care

- Document- Patient Value Continuum of
M Care Mgmt Quality ation Experience & Manage- Care/ Care
BCO): Excellence Access ment Pathways

Execute to long term strategy
Monitor Performance .
Problem Solve > Analytic Support
Set & adjust priorities, benchmarks, &
targets
— Quality Management

[ V]
v

Operations:
Pop Health Leadership, All Primary Care,

Specialties, UWP, Hospitals, Digital Health,
Compliance

Optimize current & future performance
Create accountability to operational

leaders




What business is UW Medicine in?

e Sick care — tertiary, quaternary, regional referral

* Wellness, cost of care at population levels and value management
* Consumer/Retail/ Industry /Disruptors

* What do our patients need? How can we do this equitably?

* What does the market need?

* FUTURE — WHAT IS THE ROLE OF UW MEDICINE?

UW Medicine
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Learning objectives

Understand the ways that UW Medicine is currently paid in fee-
for-service and in fee-for-value models.

Understand key terms and how they are derived including wRVU,
DRG, Evaluation and Management (E and E) coding, and concepts
around risk-adjustment.

Understand changes in the marketplace and strategies
integrated healthcare systems such as UW Medicine have in
place to thrive in an uncertain healthcare environment.

UW Medicine
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What is your level of confidence on how we get paid and changes
in the healthcare market? Scale of 1-10 (10 being very confident)

(D Start presenting to display the poll results on this slide.
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