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PREMIER

Why is Premier involved in P4P?

* Performance improvement alliance of hospitals
* Owned by more than 200 not-for-profit health systems
* Focused on the nexus of quality and financial

performance

Owners
Affiliates

© 2005 Premier, Inc.

Envisioned Future:
“Premier hospitals and health
systems ‘will operate at costs in

the lowest quatrtile... and at
quality levels in the highest
quartile...’




PREMIER

What is Premier’s role?

* Alliance purpose is to

help hospital achieve top -
performance

] Sharing Providing data
 To that end we have built knowledge infrastructure

the infrastructure to:
* Measure and define it
* Identify how hospitals

reach it
* Share that knowledge to .
Identifying
accelerate performance top performance

© 2005 Premier, Inc.



CMS/Premier Hospital QualityremIER
Incentive demonstration (HQID)

project . -~
* A three-year hospital-based effort linking

payment with quality measures (launched
October, 2003)

* Top performers identified in five clinical areas

* Acute Myocardial Infarction
. ive H Fail
Congestive Heart Failure Niora Than 560

* Coronary Artery Bypass Graft participating hospitals
* Hip and Knee Replacement across the nation

*  Community Acquired Pneumonia
* No efficiency (cost) measures
* Payments made to hospitals

© 2005 Premier, Inc. CMS/Premier HQI Demonstration Project




PREMIER
Clinical process and outcome

MMEEBNIS Premier quality measures are based
on clinical evidence and industry recognized

metrics with standardized definitions:

* All 10 indicators from the National Voluntary Hospital Public
Reporting Initiative

* 27 indicators from the National Quality Forum (NQF).

* 24 indicators from CMS 7th Scope of Work.

* 15 indicators from JCAHO Core Measures.

* 3 indicators proposed by The Leapfrog Group.

* 4 indicators from the Agency for Healthcare Research and
Quality’s (AHRQ) patient safety indicators (2 PSls applied to 2
clinical populations).

© 2005 Premier, Inc. CMS/Premier HQI Demonstration Project




PREMIER

ldentifying top performers

* Composite Quality Index identifies hospitals
performing in the top two deciles in each clinical
focus group

* Composed of two components:

= Composite Process Rate

» Risk-Adjusted Outcomes Index

o Clinical conditions without outcomes indicators use only the
Composite Process Rate

© 2005 Premier, Inc. CMS/Premier HQI Demonstration Project




PREMIER

Annual incentive payments
* “Top Performers” are defined annually as
those in the first and second decile

* Incentive payment threshold changes each year
per condition

* Top decile performers in a given clinical area
receive a 2 percent Medicare payment
supplement per clinical condition

* Second decile performers receive a 1 percent
Medicare payment supplement per clinical
condition.

© 2005 Premier, Inc. CMS/Premier HQI Demonstration Project
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Payment Example

AMI, Year 1 ; |

Payment Incentive:
e b : Thresholds
: AMI Thresholds - AMI recalculated
. ] based on
: recalculated .
AMI / + 2% : based on year : b2 | 2kl
é 1st Decile | 2 data : Z;rj E:Z:::
95.79% st Decile Payment é 2nd Decile : 4th Decile
. . 3rd Decile : 5th Decile
93.97% 2nd Decile Incentive T : i Decle
3rd Decile + 1 0/ E 5th Decile : 2: E:ZI::
(o} H . i
_ . 6th Decile E 9th Decile
4th Decile PUb"C g 7th Decile Hospitai 10th Decile
90.41% 5th Decile | Recognition 8th Decile 0
: 9th Decile :
6th Decile 10th Decile
7th Decile = 5
Hospital : :
85.18% 8th Decile : : 85.18%
81.41% ot Decie ; 81.41% =49

10th Decile : -
Payment : :

¢:Justment Year One Year Two Year Three
resholds ¢t 03— Sep 04 Oct 04 — Sep 05 Oct 05 - Sep 06
: : Payment
Adjustment - Year 3

9
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Early evidence: Pay for Performance works

Public Affairs Office

MEDICARE NEWS

Mavember 14, 2005 G-6145

IMPROVES WITH PAYMENTS TIED TO QUALITY

We are seeing that pay-for-performance wo
B. MeClellan, MDD, PhD. "We are seaing e ied qualaty of care for patien
will mean fever costly complications = exactly what we shouald be paving for in

Medicare

Medicare is ywarding 52 25 million 1o kospitals that showed measurble
nenis in care duning the first vear of the program. Improvement in th
es is

$8.85 million in incentives
to 123 hospitals

© 2005 Premier, Inc.

aks,” said CMS5 Administrat
i o for patiemts, which

For Immediate release Contact: CMS Office of Media Affairs
{ (202 &%

MEDICARE DEMONSTRATION SHOWS HOSPITAL QUALITY OF CARE

|Ihl.' Centers for Medicare & Medicaid Services (CMS) reported todavy that quakits
of care has improved significantly in bospitals particpating in the Premier Hospital
Craslivw Inseaive demonnraties, § groundbreaking Medacare pav-for-perfomnance
demonstratior

or Mark

Quality improvement
across all hospitals and
clinical areas

AMI alone — 235 “lives
saved”

* Based on evidence-based

analysis

Top performers
represented large and
small facilities across the
country
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PREMIER
Significant Improvements — Year 1

HQID Year 1: Improvement in Composite Quality Score by Clinical Area
First Data Quarter to Fourth Data Quarter - Final Data

95%

90.81%
89.71% 90.14%

90% -
87.43%

84.94%
85% -

80% | 79.17%

75% | 74.19%

69.37%

70% -

64.589
65% - %

60% -
AMI4Q03  AMI3Q04 CABG 4Q03 CABG 3Q04 CAP4Q03 CAP3Q04 HF4Q03  HF 3Q04 HK4Q03  HK 304
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40%

20%

0%

All hospitals improved

HQID: Quality Improvement During Year 1

October 2003 to September 2004
Final Data (11/10/05)

PREMIER
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Maximum  Minimum ¢ Mean

106.5%
D,
18 100.7% 99.8% 100.1% 97 3% 97 8% 100.0% 98.6% 101.3P%
92.7%
© 90.81% @ 89.71% 0.14/%
@ 87.43% @ 84.94% 84.93%
il © 7917%
@ 74.19%
@ 69.37% 66.52% 70.20P%
62.69% ! 64.40% @ 64.58% 52%
T 59.10%
53.16%
1n 39.33%
32.62%
1 H F1818% T
11.76%
AMICQS AMICQS CABGCQS CABGCQS CAPCQS CAPCQS HFCQS HFCQS HIPCQS HIPCQS
4Q03 3Q04 4Q03 3Q04 4Q03 3Q04 4Q03 3Q04 4Q03 3Q04
Clinical Conditions: First Quarter Year 1 and Fourth Quarter Year 1
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Final Decile Thresholds — Year 1

HQID Year 1 - Final Data, Decile Thresholds by Clinical Area

11/10/2005

Decile Thresholds

Froviders must have a score abowve the threshold to be in that decile.

Decile Thresholds

Decile Thresholds

Decile Thresholds

PREMIER

Decile Thresholds

© 2005 Premier, Inc.

ANI HF CAP/PNE CABG Hip/Knee

1st 95.7993% 1st 86.1458% 1st 83.5178% 1st 96.2856% 1st 94.7840%
2nd 93.9746% 2nd 61.8452% 2nd 80.3158% 2nd 94 4749% 2nd 93.6343%
3rd 93.0312% ard 78.5714% ard 77.8213% 3rd 91.9715% 3rd 92.1137%
4th 91.7770% 4th 75.3580% 4th 75.9481% 4th 69.0560% 4th 90.1044%
5th 90.4151% 5th 69.5991% 5th 74.6145% 5th 87.9009% 5th 88.2607%
6th 89.2355% 6th 65.6250% 6th 72.1841% 6th 65.5120% 6th 86.1856%
7th 87.6061% 7th 62.1512% Tth 70.1599% Tth 83.6319% 7th 83.6126%
&th &th &th &th &th

9th Sth th th Sth
10th 10th 10th 10th 10th



PREMIER

HQID Year 1: Total Payments by Clinical Area

@AMl m CABG OHF OCAP mHip/Knee

$2,060,640 $1,755,902

$1,139,354 $2,077,667

$1,817,575

14
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PREMIER
Why it matters:

Higher quality can yield fewer readmissions

Readmissions by Composite Process Score
Pneumonia

0.16

0.15—

0.14

0.13

0.12

0-117 .

0.1

CPS 0 to 25% CPS 26 to 50% CPS 51 to 75% CPS 76 to 90% CPS 91 to 100%
Composite Process Score Category
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Why it matters:
Higher quality can yield lower length of stay

Length of Stay by Composite Process Score
Pneumonia

PREMIER

CPS 0 to 25% CPS 26 to 50% CPS 51 to 75% CPS 76 to 90% CPS 91 to 100%
Composite Process Score

© 2005 Premier, Inc.
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PREMIER
Why it matters:

Higher quality can yield fewer complications

Composite Process Score and Complications Count
Pneumonia

0.04

0.035

0.03

0.025

0.02—

0.015

0.01

0.005

CPS 0 to 25% CPS 26 to 50% CPS 51 to 75% CPS 76 to 90% CPS 91 to 100%
Composite Process Score
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Why it matters:

Higher quality can yield lower cost

Total Cost by Composite Process Score
Pneumonia

PREMIER

$12,000—

$11,000

$10,000 kil

$9,000] 56264

$8,000

$7,000

$6,000

$5,000

$4,000 -
CPS 0 to 25% CPS 26 to 50% CPS 51 to 75% CPS 76 to 90%
Composite Process Score
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CPS 91 to 100%
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|dentifying top performers in quality and
cost

Community Acquired Pneumonia: Cost Vs Composite Quality Percen H Igh quallty at
Premier Hospital Quality Demonstration Project Partic a |ower cost

October 1,2003 - June 30, 2004
N of Hospitals = 260

|Top Decile = 83.01%

lDecreasing Cost I
)

100% T )
b | O | O o/ O
| O

o%+- O DO - &@”@ ffffff Q,,,O,OQ ffffffff 8000 ffffff
Eoam | 2 @@O——P—O—@———Oo ———————— o % o e
e | o o o © O
T 70% ] 010 O o Q) >
Q. 1 POooX o |5
a'; o | O OO | O =1
5 60% ‘ o O oo o 3
2 o | Q O O OO Qg) o
3 50% 10O : : O O O O O éD g
T 40% | [y O O w O O O O o
<} O O . O O O OO =
2 30% - : O: O @ O T
. © 0 < o0 9
£ o | | | OO O O O
o 20% (b | | O O
S orol 9 g o w0 O

10% 777”@@)17”519”170 77777777777 @77”6@ 777777 O e -

0% : 'e® QCp = QMO : 1
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Wage and Severity Adjusted Cost Percentile Rank
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Studying top performers

 Site visits with top hospitals in HQI project
reveal these keys to achieving high quality:

“Quality” core value of institution

* Priority of executive team

* Physician engagement

* Improvement methodology

* Prioritization methodology

* Dedicated resources

* Committed “knowledge transfer”

© 2005 Premier, Inc.
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Sharing knowledge across Premier and farther

PREMIER Welcome Leslie =stup cenbter Pi=ai3, 435
bome addadvice agk forum promotions standings directory balpg logout
hot
Browse: Categories  Specialists i‘:,:,::: EE p Wors L
— 5/3/05 education: Hospital-wide Pl - REGISTER
Dperations |mprovement - General Operations Improgvement - Departmental Chnical NOW GO
Imarovement StreetSmarts Help s 5/24/05 education: Ops Advisor - REGISTER
rtad K
19 matches found for "rapid re | q&a foru
e e = Bot mrad Quastions {& Un mrad Question
. _— - ject
h i ~=lPage 1 o * << Previous 4 Mext == I.*ali 'I
Innovative use
of technology on taclb
g ¥ wso0 Murray-C 4704/ 200%
to create online FEN RGNS nswers:
C . the N = ndation
iIimprovement
_g R apid nege Instructions:
communltles B . To complets your search check one or more categoria
asponsd faioed L submit, or click ona of tha numbers in parentheses follow
Teams Coscatis Category: . . .
i Gl e R or more information on P4P:
WilMad Haaltheare doss not have & rapid
responas team in plac 2 l_-'j'--"='-'-r""'-'-|_-"-"""-'= ) )
EE'-'. :J-IIE—I:'.!.-c"'e"t > E'_'lr-: Response r 3 “linical Improvems WWW. CmS. hhS. OV/ uallt/hOSItal
sams
[T Acute Myocardia "
[ S Respense Teams - Geting Startad 0413 BpeS /. qualitydemo.com
mn IHI's 100K Livas Campaign [T Clinical Outcomd o . . .
e e s WWW. premierinc.comy/informatics
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| PREMIER
Improvement continues

Composite Quality Score: Trend of Quarterly Median (5th Decile) by Focus Area

CMS/Premier Hospital Quality Initiative Demonstration Project Participants
October 1, 2003 - March 31, 2005
Preliminary Results

100.0% ~
95.0% -
90.0% +
85.0% -
80.0% -
75.0% ~
70.0% A

65.0% -

Composite Quality Score

60.0% -

55.0% -

50.0% -

AMI CABG Pneumonia Heart Failure Hip and Knee

Clinical Focus Area

EQ4-03 O0Q1-04 OQ2-04 @Q3-04 WQ4-04 EQ1-05
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THELEAPFROGGROUP

- Informing Choices. Rewarding Excellence.
Getting Health Care Right.

Lead, Follow or Get Out of the
Way*

Suzanne Delbanco
CEO
February 7, 2005

*Thomas Paine



Presentation overview

* The purchaser’'s perspective
* The Leapfrog movement

* The Leapfrog Hospital Rewards Program™

© 2005 Premier, Inc.

PREMIER
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PREMIER

The Purchaser’'s Perspective



A health care system in troublePREMIER

* Rapid escalation in cost (9-20+%/yr)

* Companies unable to absorb increases in medical cost through
product price increases

* Quality and safety of care variable

* Not holding providers or other stakeholders accountable for
quality health care

* Individual companies have limited purchasing power to effect
change in system

26
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Why employers care about qualipraigr
safety

* Patients.receive recommended-health care only 55% of the
time
* 30% of all direct health care costs are due to poor care
* Misuse, under-use, overuse, and waste?

* Poor quality care costs between $1,900 and $2,250 per
covered employee year?

* Poor quality means lives lost and mistakes made
* Up to 98,000 deaths/year due to medical mistakes?

"McGlynn et al. 2003
2Juran Institute/MGBH 2003
3|nstitute of Medicine 1999

27
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The Leapfrog Movement



The Leapfrog operating systempoea e

Inform &
Educate —> | Health plan

/ Enrollees products
Member \

Support & — Compare ——» | CMS & state , Improved
Activation Providers purchasers Value

Rewarding & Other /

Creating ——, | distribution

Incentives for channels &
Quality & partners
Efficiency

29
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National backdrop for regionaIPcﬁEM'Fﬁe

Regions must have:
m Effective leadership

" mCompetitive HC
market

m Concentration of
Leapfrog lives

28 Regional Roll-Outs

(Regions in Green)

30
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Pillars for i |mprovmg quality

Incentives

Standard
Measurements
& Practices

THEI.EAPFHOGGHOUP

Hmrd g Hi l‘lﬂ's‘ll dards



Standard Measurements &

Practices

We must ‘'speak the same language’ when
asking hospitals & doctors to report — national
standards are essential

s
THELEAPFHDGGHDUF
nt Safety
Hew g Hi h Stu dards




Quality and safety ‘leaps’ PREMIER

1. An Rx for Rx
*  Computer Physician Order Entry (CPOE)

2. Sick People Need Special Care

* |CU Staffing with CCM Trained M.D. live or via tele-
monitoring, or risk-adjusted outcomes comparison

3. The Best of the Best
*  Evidence-based Hospital Referral (EHR) or risk-
adjusted outcomes comparison

4. Safety Score

* Rolled-up score of the remaining 27 of the 30 NQF-
endorsed Safe Practices

© 2005 Premier, Inc.
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Transparency

Make reporting results routine and use results
to make health care purchasing decisions

- <>
TH ELEAPFHDGG ROUP

ent Safety
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Information on hospital PREMIER
quality and patient safety practices

Microsoft Internet Explorer

File  Edit  Wiew Faworites Tools  Help ";'
- — n = y .
e Back ~ () »® n—,: al P ) Search ‘:':( Favorites -ﬁ‘) ! R [ - J ey ﬁ @ ﬁ
Address |§| http: i fleapfroggroupdata. orgfcp*Form=cp_startfp=1 hd | Go Links >* '@ -
Ev | ~ | Search |+ Gk Mail 2 1M T alloweed &] vellows Pages = @™ Maps = [l Shopping - Quotes  ~ 2% Weather - @ Movies ~

e

o Site Map
Contact Us

THELEAPFROGGHOUP Q. search site
for Patient Safety =] E-mail This Page
Flewan:llng Higher Standards

rHome T About Us T For Consumers T For Members T For Hospitals T For Data Partners T News 1

|eapfrog Hospital Survey Results |

Search Results: City: Boston State: MA ey oo <::\
Below are the results of your search. Click on the *leaps” and the circles "\_'\_5_'/' ] 1
for more details. Survey Info Scoring Info Start Over
Leapl LeapZ
Click to Hospital Results
Compare Name City Submitted
Fl Eeth Israel Boston,
Deaconess Medical | MA G/26/2004
Center
Fl Boston Medical Boston,
Center [ B
Erigham And Boston,
O] wornen's Hospital Ma TTEYROTS
El Caritas Carney Boston,
Hospital A
E Fl Caritas St Boston,
Elizabeth's Medical M a/z9/2004 e
£&] 8 Internet

po) 13 = 2o =




Incentives & Rewards

Encourage better quality of care through
incentives and rewards

. sg"-’- "'
TH ELEAPFHDEG ROUP

ent Safety
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PREMIER
. Mae thace ativeiandseward [Ardsgape

Measures to judge performance vary

* Incentives and rewards vary (bonuses to providers, incentives for
consumers, public recognition, etc.)

* Good news that stakeholders are rethinking how to pay for health
care

e Confusing for providers

37
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Leapfrog Hospital Rewards PREMIER

Prog ram™:
gyr@nabl &rreRrart Hrmitjertiveby

urchasers and coa |t|ons to f| their current environme

. Adapts the CMS-Premier Hospital Quality Incentive Demonstration
program for the commercial sector

* (Can motivate hospital performance improvement in both quality and
efficiency through incentives and rewards

* Designed to have most of the financial rewards pay for themselves
from the savings that accrue due to hospital performance
improvement

* Designed to be revised & refined over time — feedback always
welcome

38
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What does the Program do? PREMIER

* Measures hospital performance on two areas that matter to
value-based purchasing: quality and efficiency

* As quality and efficiency improve, lives are saved and dollar
savings accrue to the purchaser

* Data gathered through the program provide basis for rewarding
high performers, educating consumers and providing
benchmark data to hospital participants

39
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What's the Program’s focus? PREMIER

e Fjve clinical areas:

* 20% of commercial inpatient spending

* 33% of commercial inpatient admissions
= Coronary Artery Bypass Graft
= Percutaneous Coronary Intervention
Acute Myocardial Infarction
Community Acquired Pneumonia
Deliveries / Newborn care

© 2005 Premier, Inc.



PREMIER
Quality,measures

* Leverages actuarial/clinical research

* Actuarial impact for commercial market sufficient to exceed
cost of implementation

* Consistent with clinical research findings

* Available data collection mechanism — capacity for rapid
adoption

* Consistent with current Leapfrog patient safety measures
* Meaningful to purchasers

41
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PREMIER

Eﬁe@m@@gﬁmea@tq pEiciency:

* Average actual LOS / case, broken down by routine care days
and specialty care days

* Severity adjusted based on risk factors

* Re-admission rate to same hospital, by clinical clinical area,
within 14 days

* Program Licensees will marry this resource-based measure of
efficiency with payment data from their own experience

42

© 2005 Premier, Inc.



PREMIER
Why develop a standardized hospital

incentive & reward program?
* Answer Leapfrog Member needs

* Add commercial payer leverage to existing
public payer initiatives (CMS-Premier)

* Reduce noise in the system — move toward
national standard

* Catalyze implementation of inpatient pay-for-
performance

© 2005 Premier, Inc.
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PREMIER

Fuheaigalancing act Providers

Plans %

» Meaningful
* Meaningful measures
measures
| « Data feedback
* Hospital on performance
performance .
data publicly  Potential for
available rewaras
(financial & non-
» Actuarial case financial)
for financial
rewards ) Ea_sy 8
participate
« Easy to
Implement

44
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The LHRP "Buddy List™:
development & vetting help

Aetna
Catholic Health Partners

CIGNA

General Electric
HCA

Leapfrog’s Incentive &
Reward Lily Pad

Leapfrog’s Health Plan Lily
Pad

© 2005 Premier, Inc.
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Leapfrog membership

Leapfrog’s Leaps &
Measures Expert Panelists

Maryland QI Project
MIDAS+

Premier, Inc

Tenet
Thomson-Medstat
Tufts

45



PREMIER

Leaplrugl_!lRlP at-a-glance Program
Safety Survey Survey Results Licensees

Leapfrog

]

_ Clinical Area-specific
Aggregation | geores:

and | . Quality
Scoring « Resource-Based
Efficiency

JCAHO Core
Measures Data

q Leapfrog

7]

LFG Efficiency
Core Measure [V

Hospital Feedback A
via Vendors ;

Licensees

Data

*All reported data must be hospital-specific to be reward-eligible

46
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PREMIER
How do purchasers & plans implement

* Use LH

hospital
measures & scores as
criteria for rewarding
hospitals

Partner with Leapfrog on
implementation

» Customize national
Program to market needs
(savings calculations &
rewards structure)

= Hospital engagement
» Communications

Participate in best practice
sharing with others

* Use Leapfrog name & brand

© 2005 Premier, Inc.

? th'ee@?(glggam? « License data:

* Access summary data

only (no detailed cost or
quality information)

Incorporate data into any
program they currently
have

= Consumer education
= Hospital profiling
» Tiering, etc.

Refer to data as
Leapfrog/JCAHQO data
but do use the Leapfrog
brand

47



Where we're going: program  prMIER
Implementation

* Early Implementers & Users
*  Memphis Business Group on Health, FedEx (Memphis, TN)
. _CI;II\IC):?NA (Hospital Value Profile, nationwide and in Memphis,
* GE, Verizon, Hannaford Brothers (Upstate NY)
* Major regional health plan (to be announced shortly)
* Others on the horizon ...

* Call for 2006 Markets underway

* Building the hospital database
* Next data submission deadline: May 15t, 2006

48
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PREMIER

Getting started

* Seek help from The Leapfrog Group to think through how the LHRP
can be brought to your market and how it fits in with other national
and local initiatives

* With Leapfrog staff, use the LHRP ROI Estimator to see how the
Program can work in your area

* Browse the LHRP web site for additional details:
https://leapfrog.medstat.com/hrp/index.asp

49
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PREMIER
L-HREP Corfersmge S@88I0MRS) Overview

(Session 2.07)

* Program Design (Session 2.07)

* Clinical areas & performance measures

* Data collection & scoring methodology
* Program Implementation (Session 3.07)

* Licensing options

* Calculating savings & rewards

* Lessons Learned to date

* Case Study I: Memphis Business Group on Health
* Case Study Il: GE/Verizon/Hannaford Bros.

© 2005 Premier, Inc.
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