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A Snapshot of Providence

December 312015
Caregivers (all employees) 82,166 Aba
Employed physicians 3,597
*Palmer
. e e . *Eagle River
Employed advanced practice clinicians1,300 ‘““’”:;H;;;:i“éfm
Registered nurses 25,878
*Kodiak
Physiciarclinics 475
- vt i B
Acutecare hospitals 34 st g '”“’““"’W o T A
Acute care beds (licensed) 7,967 . coangn (R
ored;a;qw;y Rochestere | cé.ﬁ{; e Yakima Anacondae e Butte o Stevensville
. b & schehals  prossare *THCMS oyata walls
Providence HealtPlan members 518,095 ] W v bionina
Mill Creek eMitwaukie #Pendieton
: e Henb Y
Hospice and home health programs 19 e e
. SMEEEE Oregon
Homehealth visits 667,708 it
Hospice days 628,182 e
Assistediving and longierm care facilities
. 22
(free standing and ctocated)
. . Facilities: 14
Supportive housing Units: 693 Calfornia e
3 3 *Canyon Country
Unigue patients served 3,265,653 e
*0Oakland eHawthome
*Los Angeles.
Community benefit and - e
: Y $849 million oo
charity care costs S
-Rdondo‘ﬂeach
e
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Data is consolidated for Providence and its affiliates based on financial reporting.
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Payer Contracting aa Glance:

Contract management & negotiations

All PH&S markets, all insurers and products
Regional and national payers

Commercial & government programs

PH&S Contracts: approximately 1,900

o o o To Do Do

Resources:

A 50supportingPayerContractstrategy, negotiation,
administration & analytics

A

A St Joseplt California and Texas market (additions pendin




Payer Contracting: Topayers

CommercialPayers

EEEEE

Premera
Regence
Anthem
United
Aetna

PROVIDENCE

Health & Services

Medicare Advantagdayers
w United
w Group Health
w Providence Health Plan
w Regence
w Humana
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Managed MedicaidPayers
w Molina
w LA Care
w Healthnet
o United
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Payer Contracting: Contract Negotiations

Team of 50 individuals for all contracts in all lines of business, across all servicesmiaddéts
Contract Management Negotiations, Manage Relationships with Payers
Contract Analytics- Model Proposals, Develop Rates, Risk Analytics, Reporting
Contract Administration- Document Management, Notifications to Payers

A Reviewof contract performance includes:
Analysis of performance
Identification of operational issues
Languageeview

Rate structure review

Target ratencrease

Too J>o T To Do

A Risk Sharing & Incentive ArrangemefReview and recommendation will be formulated at Risk Analytics
Committee

A If Quality Metrics included Review and recommendation by team formed specifically to keep alignment betweer
guality metrics and ensure reasonableness of targets
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Payer Contracting. Contract Negotiation Process

Payercontracting presents recommended approach to regional leadership at Monthly Strategy Council
Contracting approach and targets jointly agreed upon.

Negotiation process occurs with monthly report out on progress at Monthly Strategy Council.
Updated modeling of changes occur throughout process.

Forum for feedback
For all operational issues througbllaboration with Operationt ensure tracking of operation&sues

Escalation Process

If unable to finalize terms an escalation process is employed which first moves tdPdiepContracting. If unsuccessful
after defined timeline and depending upon size of contract, further escalation to Population Health and Regional
Leadership. Action steps are defined and agreed upon through escalation process.

Final agreement
Upon completion the rates are loadedH#IC.

Ongoing
Any issues impacting performance of the agreement (i.e. underpayments) are reported and tracked thrabhghyaatr to
address in next renewal
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Payer Contracting: Contract Renewals

Contract Renewals offer an opportunity to improve terms
AQuality & Performance Incentives
AData Sharing with Health Plans
ABetter defined terms on denials & recovery
ATertiary & Quaternary services pricing
ARisk arrangements refined/modified
ARenewal of Performance Metrics
Almproved contract language
A Simplification of Rate structures
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Payer ContractingTarget Setting

Process begins with Long Range Planning:
A Analytics team develops tool with revenue & historical increaseRayer

w Contract managers, taking into account the above information and their ongoing
dialogues witiPayers make projection on five year projected increases.

w Meetings occur with each regional CFO to discuss projections & agree upon final
submission

w Second review of upcoming year occurs during budget process and is finalized joint
gAUK / ChQa

w Information is provided to reimbursement to use for budgeted deduction calculation
w Tracking of actual achievement occurs as each contract is renewed
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Payer Contracting: Strategy Development

Long Range Strategy & Goals

0 Market Share: Maintain or Grow

0 Commercial Product Revenue Growth

O Medicare (FFS & MA) Revenue Growth

0 Medicaid (FFS & Managed Care) Revenues

0 Medicaid Supplemental Funding: CMS/State
1115

0 Quality Incentive Revenues

0 Risk Sharing Arrangements:
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Annual
Reimbursement

Commercial Rate
Increases

Medicare MA Rate
Increases

Managed Medicaid Rates
Value Based Care
Performance Revenues
Payment Recovery Rates
Loss Prevention/Product
Exit

KADLEC | spFACEY
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New products
New
alliances
Preferred
Provider

New Markets



Payer Contracting. Alignment across Population Health

Inclusion of Clinical Quality Metrics in contracts
Alighment of Consumer Experience metrics in contracts

LYO2NL1LIRZ2 NI GA2Y 2F d+lafdda®e ! RRa bhAy(?2
discussiongspecialized services, care management, etc)

Pop Health Informatics: Data resource and financial analytics
(revenue, rates, hospital costs)
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Payer Trends

1. New Policieg Impacting Operations & Financial Performance
2. Value Based Purchasig@)uality, Cost & Patient Experience

3. Narrow Network Productg Opportunities and Risks
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Payer Trends: Policies

Impacting reimbursement by Policy
ASiteof-Service Denials
AReadmission Risk

Sharp Rise in Post Payment Audits
AThird party paid on contingency
AAlgorithm based medical record review
ATakeback/Recovery of payments for authorized care

Inpatient vs. Observation
AConcurrent denials
ARetrospective; post payment review
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Payer Trends: Policies

Address via:
AContract Language
ACollaboration with Payers
AClose collaboration with Care Management
AClose collaboration with Revenue Cycle
AEngage Legal if needed to enforce contract
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Payer Trends: Value Based Purchasing

Value Based Purchasing
AHospital Quality Incentives
AAmbulatory Incentives: Quality, Cost, Experience
AMedicare: 5Star, Documentation of Risk

Accountable Care
AFinancial Risk
AQuiality

APatient Experience
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Payer Trends: Narrow Networks

Narrow Network Products
ALower Cost than broad PPO
AUnit Cost Concession
APatient Assignment (PCP assignment preferred)
AExclusivity via:
ANo outof-network benefit, OR
ASteerage; incentives to use tier 1 providers

AAbility to improve care degree of health care management
AAbility to attract new patients
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Risk Based Contract Review
Example
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Risk-BasedCmtract Review: Pre-Execution

Negotiation team and/or lead
negotiator shepheds contract Catract Fnal Decision
through this process Executed Makers

START Q Fnal Review
|
|

All RiskBased
|| Cmtracts
] Direct-to-employer 6
— and payer-basd; :
— Allregions PayerCcr_ltracn ng
L Tier 1. Tier 1 mee'_[s with local
_ _ medical groups
Tier1 Tierl (invite ACCteamasneeded)
Tier 1 Quality Meastres Tier 1
Risk
i Operations
thr"’.‘d > ACSReviews ACS
r_:_aMI = Tier 1 Data & Analytics Conglidates
S Camtracts Feedback
L Model of Cae
Initial Review - R
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Cmtract
Bxecuted

Tier 1 Cantract

ACS

S. Portfolio Manager
distributes contract
to implementation
teams and Payer
Catracting as

appropriate

Rsk-BasedCmtract Review: Post-Execution
Acmountable Care Seavices
(ACS shepheds contract
through this process

RiskContract

Analtics Team
Reviewd-inarcial

Resllts

Quelity Measures

Operatbns

Data& Analytics

R Jont Operating
- Model of C :
Committees (JOCs)

Marketing & Communications

Network

Firance & Accainting
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Risk-BasedContract Review: Renewal
Negotiation teamand/or lead

negotiator shepheds contract :
through this process 1)) PayerCatracting

Fnal Review

RiskGontract
Analytics Team

FHnandal Modeling
of RevisedTerms

PayerCantracting

Tier 1 Contract Renewal —— PayerCantracting
ACS o
. nanaa RegionaAGO Leaders
S. Portfolio Manager Review

distributes contract

| _ . ACS
teams and Payer '

' ilesfeedback
Catracting as Quality compilesfeedbac
appropriate Measures Model of Care

@ swi Anything to change in contract? dLFACEY
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Step 1: Principle Alignment

E x a mp GeodPayerrA C O 0

RISK SHARING CATEGORY PRINCIPLE PROPOSAL PRINCIPLE MET
Cohort for Risk Assigned® PCP Selection Yes
Funds Flow (Retro Reconciliation or Cap) Retro Recon or Cap Retro Reconciliation Yes
Membership Minimums 5,000 Risk Starts at 3,000 No
No downside risk Year 1; Symmetrical risk
Risk Arrangement - Upside/Downside Up & Down once minimum number of lives achieved once enrollment minimum is reached. Yes
25% Symmetrical upside and downside on
Risk Arrangement - Degree of Downside Risk 50% small group Yes
150% Exchange . .
Unit Price Discounts 150% - 175% - Exclusive Narrow Network 15% discount from Commercial PPO- Moves
product to roughly 208% of CMS
175% - 200% - Narrow Network Yes
Attribution Methodology N/A N/A N/A
PCP level, or at minimum assign member to medical group
Member Assignment during open enrollment PCP Level Yes
OON providers - Patients pay 50% if
25% differential btwn In Network & OON. Tiered Arrangements, |contracted rate & provider can balance bill
Benefit Design 30%-40% differential btwn Tier 1 & Tier 2. up to full amount Yes
PMPM Care Management Fees/ Other Revenue |51.50 - 55.00 PMPM None Mo
Market Trend preferred, but Prior Year Experience acceptable
Target Setting - General Approach (with some form of stop loss relationship) Prior period experience target setting Yes
No corridors (if adequate volume); 1-2% 1stS corridor in early
years (immature product or low volume)--symmetrical on Up &
Target Setting - Corridors (1st5 / 2nd$) Down MNone Yes
Yes, Per claimant caps & risk adjusted
Risk Adjustment Needed? Yes - See Risk Adjustment Principles & Techniques targets Yes
Enrcllment/Attribution File Monthly enrollment file Unknown
Claims Extract Required manthly for Retro Recaon Unknown
Term of Agreement 3 years 3 years Yes
A pacific
PROVIDENCE 5 SWEDISH E mededl KADLEC | gkFACE
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Step 2: Scenarios & Assumptions

Assumptions for Iterations of ACO Model

GoodPayer ACO Proposal

Scenario 1 Scenario 2 Scenario 3
Current Coverage Individual & Group Individual & Group Individual & Group
Providence % of Total Cost of
50% 50% 50%

Care (All Prov Types)

Break Even New Lives
New Members 50% New; 50% Existing 15% New: 85% Existinc 50% New; 50% Existing
= (0} ; (0} C

Steerage See Steerage Assumptions  See Steerage Assumptions See Steerage Assumptions

Change in PMPM due to

Population Management 0.0% to 12.5% along 0.0% to 12.5% along DoHI 0.0% to 12.5% along DoHI
as a % change along Milliman DoHM DoHM Scale Scale Scale

Scale

PMPM Total Cost of Care Current: $448 Current: $448 Current: $448
Scenarios Target: $381 Target: $381 Target: $381

Unit Price Concession 0.0% 7.0% 15%

Allowed Per Unit Trend 3% 3% 3%

Internal Direct Cost Trend 3% 3% 3%

pacific
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Step 2: Scenarios & Assumptions

Regence ACO OR

Historical Trend (Business as Usual):  5.0%
% Share of Gain/<Loss> with Purchaser: 50.0%

Year 1: 0.0%
Year 2-5: 25.0% (Symmetrical)

Savings/<Loss> Cap: n/a
Savings/<Loss> Corridor: n/a

Current PMPM: $448

Target PMPM: $381

Current PMPM Rationale: $448 PMPM. Total Cost of Care priced 15% higher than Target
Target PMPM Rationale: $381 PMPM - Target valuation with 25% symmetrical risk share & a 15% L

cost concession.

\ pacific L
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Step 3: Membership Assumptions

GoodPayer ACO Proposal
Membership - Total New Existing
Yearl Year2 Year3 Year4 Year5@% Yearl Year2 Year3 Year4 Year5 f Year1l Year2 Year3 Year4 Year5

Providence Membership

Scenarios 1 & 3 13,500 14,175 14,884 15,628 16,409 50% 6,750 7,088 7,442 7,814 8,205 6,750 7,088 7,442 7,814 8,205
13,500 14,175 14,884 15,628 16,409 15% 1,958 2,055 2,158 2,266 2,379 11,543 12,120 12,726 13,362 14,030

Scenario 2

ACEY
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Retention

Current Coverage

Inpatient

Outpatient

Professional

PROVIDENCE

Health & Services
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Step 4. Steerage Shift

Population 1

Baseline

70%
50%
50%
30%
70%
50%

Indiv On/Off Exchange

Year 5

75%
60%
55%
50%
75%
60%

5-YEAR PHASE-IN
OF TARGET RATE

Year1l Year2 Year 3 Year4 Year 5

80%

100%

100%

100%

100%

50%

75%

100%

100%

100%

80%

100%

100%

100%

100%

50%

75%

100%

100%

100%

80%

100%

100%

100%

100%

50%

75%

100%

100%

100%

wlbe
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Stepb: Utilization Shift

% Annual Change in PMPM to Achieve Milliman DoHM Benchmarks

% REDUCTION FROM LOOSELY MANAGED (0.0%) TO: Year 1 Year 2 Year 3 Year 4 Year 5] Total Change
Almost Loosely Managed (12.5%) (0.49%) (0.98%) (0.98%) (0.49%) (0.49%) (3.45%)

pacific

PROVIDENCE | 4 SWEDISH | Emedca' | KADLEC |

Health & Services centers

<l
ar
zFr

ACEY



5: Contract Performance

ACO Financial Impact Model: 5-Year EXECUTIVE SUMMARY
GoodPayer ACO Proposal

Scen 1: 0% Concession; 50% New 2018 2019 2020 2021 2022 5Yr Total
FINANCIAL PERFORMANCE OF CONTRACT {S0) ($2,857,493) (52,936,111) {$3,120,051) {$3,311,457) ($12,225,113)
TOTAL EFFECT OF NEW PATIENTS $7,746,586 $8,393,058 $8,092,027 $9,846,425 $10,659,943 $45,738,040
TOTAL EFFECT OF STEERAGE CHANGES $2,008,765 $3,066,871 $4,067,798 $4,402,478 54,768,905 $18,316,817
TOTAL EFFECT OF UTILIZATION CHANGES (596,216) (§327,150) (5611,5586) (§793,197) (51,002,216) (52,830,335)
TOTAL EFFECT OF UNIT PRICE REDUCTIONS s0 s0 S0 S0 s0 s0
TOTAL FEE FOR SERVICE EFFECT $9,660,135 $11,132,780 $12,548,269 $13,455,706 $14,427,632 $61,224,522
TOTAL GAIN/<LOSS> $9,660,135 $8,275,287 $9,612,158 $10,335,655 $11,116,175 $48,999,409
Scen 2: 7% Concession; 15% New 2018 2019 2020 2021 2022 5 Yr Total
FINANCIAL PERFORMANCE OF CONTRACT S0 ($2,116,098) ($2,044,647) ($2,105,216) ($2,155,976) (58,421,937)
TOTAL EFFECT OF NEW PATIENTS $2,247,620 $2,433,799 $2,637,087 $2,856,017 $3,091,412 $13,265,935
TOTAL EFFECT OF STEERAGE CHANGES $1,624,891 $2,300,974 $2,706,827 $2,932,186 $3,174,009 $12,738,887
TOTAL EFFECT OF UTILIZATION CHANGES (5105,887) (5351,641) (5638,182) (5833,445) (61,052,230) (52,981,385)
TOTAL EFFECT OF UNIT PRICE REDUCTIONS (52,364 360) ($2,561,612) ($2,901,7083) (3,088 444) (63,286.733) ($14,202,858)
TOTAL FEE FOR SERVICE EFFECT $1,402,264 $1,821,520 $1,804,023 $1,866,314 $1,926,458 $8,820,579
TOTAL GAIN/<LOSS> $1,402,264 ($294,578) (5240,624) ($238,902) ($229,518) $398,642
Scen 3: 15% Concession; 50% New 5 Yr Total
FINANCIAL PERFORMANCE OF CONTRACT S0 {$1,216,638) ($1,077,851) ($948,069) ($834,852) (54,077,410)
TOTAL EFFECT OF NEW PATIENTS $7,746,586 $8,393,059 $9,092,027 $9,846,425 $10,659,943 $45,738,040
TOTAL EFFECT OF STEERAGE CHANGES $2,008,765 $3,066,871 54,067,798 $4,402,478 $4,769,905 $18,316,817
TOTAL EFFECT OF UTILIZATION CHANGES (596,216) (§327,150) (S611,556) (§793,197) (51,002,216) (52,830,335)
TOTAL EFFECT OF UNIT PRICE REDUCTIONS (S4,607,441) [55,215,184) (55,682.083) (56,206,202) (56,615 .965) (528,326,881)
TOTAL FEE FOR SERVICE EFFECT $5,052,694 $5,917,596 $6,866,180 $7,249,504 $7,811,667 $32,897,641
TOTAL GAIN/<LOSS> $5,052,694 $4,700,958 $5,788,329 $6,301,435 $6,976,815 $28,820,231
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_._I_II_, Providence | . .
Sir St.]osethealth ValueBasedRiskContractinoReviewProcess

Risk arrangementisiclude:

Value basedincentive

Direct toemployer

Quality hcentive program

ACO contract

Capitation arrangements

Other population health programs

Fnancid risk
—Evaluate analytics
committee

Proposedrisk
arrangement

A=A -a-A=

Evaluate

Re[ort

Operational review

Quality

measuement 1 Localministries | Contract . Contract
review Repor ' Operationaland Repo management team Recommendatio strategy council
committee clinicalleaders
A A //
7
//
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Key Considerations Feriodi A/t'
(SeeTemplate): /”2 Jicreporting Approval
1 Firancials e
1 Upside/Downside Risk J L7
1 Volume Operational team ACS team
1 Quality implements performance Implementation
9 Operational Needs “—> reporting F:axecution Contrac¢ signature
1 PerformanceMetrics
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MET
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