THE WHITE HOUSE
WASHINGTON

January 26, 2010

The Honorable Michael C. Burgess, M.D.
United States House of Representatives
229 Cannon House Office Building
Washington DC 20515

Dear Representative Burgess:

I am writing in response to your letter to President Obama dated September 30, 2009. In
the letter, you ask the White House to disclose “all meetings with health care stakeholders™
related to “securing an agreement on health reform legislation.” As you know, the President is
firmly committed to increasing transparency in government. As part of fulfilling that
commitment, the President announced on September 4, 2009, a groundbreaking voluntary
disclosure policy governing White House visitor records. With limited exceptions, the policy
requires the public release of all visitor records created after September 15—the first time in
history that any Administration has disclosed this information on an ongoing basis. The policy
also provides for the release of records created before September 15, in response to specific
requests.

Shortly after the announcement of the new policy, we received a request for all
healthcare-related meetings attended by certain senior White House staff members. Although
visitor records usually do not identify the subject matter of particular meetings, we made a good
faith effort to identify healthcare-related records. On November 25, we released the results of
our search, by posting online records related to 575 individual appointments and/or visits to the
White House. According to the Associated Press, the “records show a broad cross-section of the
people most heavily involved in the health care debate.” I have enclosed with this letter a
summary of those records. The full data set (which is too large to print) remains available
online. Of course, if there are additional searches for specific individuals that you or other
Members of the Committee would like us to conduct, we would be happy to do so.

Your letter also requests information relating to any supposed agreements between the
White House and healthcare reform stakeholders. The White House has regularly provided to
the public information about its discussions and meetings with stakeholders. Much of this
information has been available on the White House website, and I have enclosed it and other
additional relevant materials with this letter.

Finally, your letter requests information relating to any groups or individuals who asked
to meet with the White House regarding healthcare and were denied. The White House receives
millions of letters, emails, and telephone calls regarding high-profile policy issues such as
healthcare, and we greatly value the public’s ability to participate in this historic dialogue.



Therefore, we are willing to work with you to identify any particular groups or individuals that
you or other Members believe were unable to communicate their views.

Thank you for your letter. We look forward to working with you and the other Members
of the Committee on these important issues.

Sincerely,

— ey,

Robert F. Bauer
Counsel to the President

Enclosures
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Dear Mr. Ubl, Dr. Rohack, Ms. Ignagni, Mr. Umbdenstock, Mr. Tauzin, and Mr. Rivera; i
On Next Steps for Health Reform

It was a pleasure to meet with all of you yesterday. As | said yesterday, health care reform will require ail of us
working together-from drug and insurance companies to labor unions and business executives, from doctors to
hospitals and Members of Congress. | appreciate the commitment you have made to heaith care reform by pledging
to do your part to reduce our Nation's annual heaith care spending growth rate by 1.5 percentage points. Coupled
with comprehensive health care reform. your efforts could save the Nation more than $2 trillion over the next ten
years and save hardworking families $2,500 in health care costs in the coming years.

January 14,2010 2:3¢ FM EST
Year One at HHS

VIEW ALL RELATED BLOG POSTS

Getting spiraling health care costs under control is essential to providing all Americans with affordable, quality care,
making our businesses more competitive, and closing our budget deficitsso | wiil hold you to your pledge to get this
done. As we discussed in our meeting yesterday, | would like you to update my Administration by earty June on the
progress you have made toward fulfilling this important commitment.

Sincerely,

Barack Obama
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FOR IMMEDIATE RELEASE July 8, 2009

BACKGROUND ON TODAY'S HEALTH CARE ANNOUNCEMENT

* As families, businesses and govemments struggle with the increasing burden of health care costs, hospital
leaders are joining with the Administration to say the status quo is no longer sustainable. Like others in the

heaith care industry, hospitals have seen firsthand that Americans with health insurance are struggiing to Facabook YouTube
pay their health care biils because they are under-insured and their out of pocket expanses are rising. Tultter Vimea
Often those without insurance — because they have lost a job or someone in their family suffers from a pre- .

existing condition — are forced to throw themselves on the mercy of America's hospitals. Hosprtals absorb Flickr iTunas
some of the cost of canng for Americans without insurance — while the remainder Is passed on to taxpayers

or Americans with insurance. The hospital industry agrees with the President that the time to enact health MySpace Linkedin
reform that lowers costs and assures quality and affordable coverage for ail Americans is now. it cannot

wait.

RELATED BLOG POSTS

Last month, the hospital industry acknowledged that significant health care savings can be achieved by

improving efficiencies and realigning incentives to emphasize quality of care instead of quantity of January 22, 2010 4.07 PM £8Y

procedures. Now they have worked with Senate Finance Committee Chairnmnan Max Baucus to develop President Obama onHealth Reform: "l am
proposals that will produce $155 billlon of savings in federa health care spending over the next 10 years— not going to walk away just because it's
savings that will be used to finance heaith care reform, in keeping with the President's firm goal of enacting hard.”

legisiation that that is deficit neutral.
Sanuary Z0. 2010 5 48 PM EST

* As part of this agreement, hospitals have committed to support policies that will help pay for health reform On Next Steps tor. Health Reform
and reduce overall costs to the Medicare program. These reductions will be achieved through a combination
of payment reforms, including additional reductions in hospital's annual inflationary updates. They will be January 16, 2010 2:36 FM EST
more than offset as health reform takes hold and hospitais bear less of the financial burden of caring for the Year One at HHS

uninsured or underinsured.

VIEW ALL RELATED BLOG POSTS

In addition, in the area of delivery system reform, hospitals are reaffirming their long-standing commitment to
Improve quality and reduce costs in the health care system by supporting initiatives such as value-based
purchasing; testing ways to better integrate care; and taking steps to reduce unnecessary hospitai
readmissions.

The savings the industry has agreed to achieve are consistent with the policy goals set forth by the President
and the Congress to expand coverage, reduce health care costs and transform the heaith care delivery
system.

Attendees and participants at today's announcement included:;

* Vice President Biden

* HHS Secretary Kathieen Sebelius

« Richard Bracken - President & CEQ, Hospital Corporation of America

* Wayne Smith - President & CEO. Community Health Systems

» Sister Carol Keehan - President and CEQ. Catholic Health Association of the United States {CHA)
* Rich Umbdenstock - President and CEO, American Hospital Association
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The Consensus Grows: Hospitals for Health Reform Learn What You Can Do
Pusted by Jesse Lee on July 08, 2009 at 12 45 PM EST

This moming marked another major milestone for health reform, as Vice President Biden, HHS Secretary Kethleen
Sebelius and representatives of the hospital industry came together to announce a major Investment from hospitals
in the effort. The contribution is yet another step towards ensuring reform will be deficit-neutral and a key {o long-
term fiscal sustainability.

The White House Blog
"As part of this agreement,” the Vice President explained, "hospitals are committing to contributing $155 billion -

$155 bitllon — in Medicare and Medicaid savings over the 10 years to cover health care cost reform - over the next Middte Class Task Force Blog
10 years.” He further explained how the agreement is another example of how reform is in everybody's interest: "As
more people are insured, hospitals will bear less of the financial burden of caring for the uninsured and the

underinsured, and we'll reduce payments to cover those costs, in tandem with that reduction.” Office of Management and Budget Biog

Councit on Environmental Quatity

Offi bii C
« Read the White House background e of Public Engagement

Offica of Science & Tech Policy Blog
Having warmly welcomed the hospital CEQs and representatives, Vice President Biden honed in on the significance
. Open Government Blog
of this latest step towards consansus: .
Partnerships Blog
Folks, reform is coming. It is on track; it Is coming. We have fried for decades - for decades — to fix a
broken system, and we have never. in my entire tenure in public life, been this close. We have never
been as close as we are foday, and things remain on track.

US Trade Representative Blog

We have these hospitals working with us, and we have the pharmaceutical industry working with us;
we have doctors and nurses and health care providers with us; we have the American pubtic behind
us. And everyone sees that we need change, And in my view, we're going to get that change, and Civil Rights
we're going to get it this year.
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And he explained how the agreement came about:

The hospital industry knows, and the people with me here today know, and the President knows, that
the status quo is simply unacceptable. Let me say that again -~ the status quo is simply unacceptable. ARCHIVES
Rising costs are crushing us. They're crushing families, crushing businesses, crushing state budgets -

- and they are crushing the health care industry itself. Aamtary 2010

Hospitals have acknowledged that significant health care savings can be achieved by improving

efficiencies, realigning incentives to emphasize quality care instead of quantity of procedures. And in
the last several weeks, they've been working with Chairman Baucus and are coming forward with a

http://www.whitehouse.gov/blog/The-Consensus-Grows-Hospitals-for-Health-Reform/ 1/25/2010
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proposal that produces real savings in federal health care spending — savings that will be applied
toward the President’s firm goal - firm goal of enacting health care reform that is deficit-neutral -
heaith care reform that is deficit-neutral.
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THE WHITE HOUSE
Office of the Vice President

For lmmediate Release July 8, 2009
REMARKS BY THE VICE PRESIDENT AT HEALTH CARE ANNOUNCEMENT
Dwight D. Eisenhower Executive Office Building

10:50 AM. EDT

THE VICE PRESIDENT: Good morning, folks. How are you? |want to thank you all -- | apologize for being
late. | was at a meeting with Senator Baucus and Senator Reid, and Senator Baucus was on his way over here
with me for this announcement and he -- there was a vote called In the Senate. So, again, | apologize to our
participants here.

I want to thank everyone for joining me here today. And as you know, we have with us today a constellation of
people who have been able to put together a great, great proposat with Senator Baucus and the President: Richard
Bracken, the president and CEO of the Hospital Corporation of America; Wayne Smith, President and CEQ of
Community Health Systems; Sister Carol Keenan who — | told her that | was a good kid In school. (Laughter.) And
she is the CEO of Cathollc Health Association of the United States. And Richard Uimbdenstock — am | pronouncing
it correctly, Richard? Rich, actually - and president and CEQ of the American Hospital Association.

| was going to introduce Max Baucus, but you got to go up to the Hill and see him -- he's voting now. And
obviously, our Secretary — Secretary Sebellus.

Look, | want to warmly weicome the hospital CEOs here with us today. You know, every day you see firsthand the
impact the skyrocketing health care costs have had on American families. And today, they've come together to do
something about those health care costs.

Folks, reform is coming. It is on track; it is coming. We have tried for decades — for decades - to fix a broken
system, and we have never, in my entire tenure in public life, heen this close. We have never been as close as we
are today, and things remain on track.

We have these hospitals working with us, and we have the pharmaceutical industry working with us; we have
doctors and nurses and health care providers with us: we have the American public behind us. And everyone sees
that we need change. And in my view, we're going to get that change. and we're going to get it this year,

The poet Virgil said, the greatest wealth is health. Well, we're here today to make our health care system healthy
again. A strong commitment from these hospitals represented here and others will be a big part of making that
happen.

All around the country, the people who have health Insurance still are struggling to pay their bills because they are
undeninsured or they're out-of-pocket expenses are rising so rapidly they have trouble keeping up. And those who
don't have insurance because they've lost their jobs or have been denied coverage because someone in their family
has a preexisting condition are throwing themselves at the mercy of the people who represent the major hospitals in
this ~ in the United States of America today. And as a resuit, our hospitals are cracking under the weight of
providing quality health care for Americans who lack insurance.

The hospital industry knows. and the people with me here today know. and the President knows, that the status quo
is simply unacceptable. Let me say that again ~ the status quo is simply unacceptable. Rising costs are crushing
us., They're crushing families, crushing businesses, crushing state budgets -- and they are crushing the health care
industry itseif.

Hospitals have acknowledged that significant health care savings can be achieved by improving efficiencies,
realigning incentives to emphasize quality care instead of quantity of procedures. And in the last several weeks,
they've been working with Chairman Baucus and are coming forward with a proposal that produces real savings in
federal health care spending -- savings that will be applied toward the President’s firm goal —- firm goal of enacting
health care reform that is deficit-neutral — health care reform that is deficit-neutral.

As part of this agreement, hospitals are committing to contributing $155 billion -- $155 billion -- in Medicare and
Medicaid savings over the 10 years to cover health care cost reform -- over the next 10 years. These reductions
will be achieved through a combination of delivery system reforms. additional reductions in hospital -- and additional
reductions in the hospital's annual inflationary updates. Al of these savings are based on the policies the
administration proposed in its budget to fund health care reform.
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As our system becomes more efficient - thanks to innovation, technology and electronic records — we'll show
increases -- we'll slow, | should say, increases in Medicare and Medicaid payments to hospitals. As more people
are insured, hospitals will bear less of the financial burden of caring for the uninsured and the underinsured, and
we'll reduce payments to cover those costs, in tandem with that reduction.

Today's announcement | believe represents the essential role hospitals play in making reform a reality. And a
reality it will be. We must enact this reform this year. We must — and we will ~ enact reform by the end of August.
And we can't wait. | know that, the leaders that are up here know that; the President knows that; my colleagues
who | just spoke to know that; end the entire Congress knows it. And | look forward to hearing how thelr hospitals
are going to be helping and bringing about this reform. That's why they're here today.

So | thank you again for being here. | thank the press for being here, and our colleagues. And I'd like now to
introduce Sister Keenan - or as we say, "Yester, it's your podium.” (Laughter.)
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PHRMA STATEMENT ON MEDICARE PART D COVERAGE GAP

PhRMA Statement on Medicare Part D Coverage Gap

Washington, D.C. (June 20, 2009) — Pharmaceutical Research and
Manufacturers of America (PhRMA) President and CEQ Billy Tauzin and
PhRMA Board Chairman David Brennan, Chief Executive Officer,
AstraZeneca, issued the following statement regarding today’s
commitment, as part of health care reform, to help close the coverage gap

in the Medicare prescription drug program (Part D):

“PhRMA (about) is committed to )

working with the Administration and : Foliow on Twitter

Congress to help enact

comprehensive health care reform I.l'
. I

this year. We share a common goal:

every American should have access

to affordable, high-quality health
care coverage and services. B (i [ /@ Post to your Profile

“As part of that reform, one thing that we have agreed to do is support
legislation that will help seniors affected by the coverage gap in the
Medicare prescription drug benefit. Aithough the program has been a
tremendous success for the vast majority of seniors, the coverage gap has
posed a challenge to some seniors and our companies have been
exploring ways to address this issue for several years.

JL digg this story

“Under this proposed new legislative program — which represents the first
important step in health care reform — America’s pharmaceutical research
and biotechnology companies have agreed to help close the gap in
coverage. Specifically, companies will provide a 50 percent discount to
most beneficiaries on brand-name medicines covered by a patient's Part D
plan when purchased in the coverage gap.

“In addition, the entire negotiated price of the Part D covered medicine
purchased in the coverage gap would count toward the beneficiary’s out-of-
pocket costs, thus lowering their total out-of-pocket spending. Importantly,
the proposal would not require any additional paperwork on the part of the
beneficiary nor would an asset test be used for eligibility.

http://www.phrma.org/news_room/press_releases/phrma_statement_on medicare part d ... 1/25/2010
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“Since its inception, strong competition among drug plans participating in
the Medicare drug benefit has led to significant savings for seniors. On
average, beneficiaries are saving $1,200 annually on their medicines, and
the average low-income beneficiary saves $3,900, according to the Centers
for Medicare and Medicaid Services. This agreement will help to provide
additional savings to even more seniors across the nation.

“Even though Medicare beneficiaries are satisfied with their prescription
drug coverage — as evidenced by a recent Medicare Today survey showing
overall satisfaction has grown from 78 percent at the start of the program in
2006 to 84 percent in 2009 — we have constantly explored ways to improve
the benefit.

“This commitment to support legislation that will help close the coverage
gap reflects our ongoing work with Congress and the Administration to
make comprehensive health care reform a reality this year.”

The Pharmaceutical Research and Manufacturers of America (PhRMA)
represents the country’s leading pharmaceutical research and
biotechnology companies, which are devoted to inventing medicines
that allow patients to live longer, healthier, and more productive lives.
PhRMA companies are leading the way in the search for new cures.
PhRMA members alone invested an estimated $50.3 billion in 2008 in
discovering and developing new medicines. Industry-wide research
and investment reached a record $65.2 billion in 2008.

PhRMA Internet Address: www.phrma.orq

For information on stories of hope and survival, visit:

http://sharingmiracles.com/
PhRMA en Espariol: www.nuestraphrma.org

For information on how innovative medicines save lives, visit:
www.innovation.org

For information on the Partnership for Prescription Assistance, visit:
WwWw.pparx.org

For more information on public health emergencies, visit:
www.rxresponse.org

For information on the danger of imported drugs, visit:

www.buysafedrugs.info

http://www.phrma.org/news_room/press_releases/phrma_statement_on_medicare part d ... 1/25/2010
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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release May 12, 2009
REMARKS BY THE PRESIDENT
AFTER ROUNDTABLE WITH BUSINESS LEADERS TO
DISCUSS EMPLOYER HEALTH CARE COSTS
Roosevelt Room

t2:23 P.M. EDT

THE PRESIDENT: Hello, everybody. We just had a wonderful conversation that Is a corollary to the discussion
that | had yesterday. And you may be seeing a theme, this was — we're doing some stuff on heaith care because |
think the country is geared up, businesses are geared up, families are geared up. to go ahead and start solving
some of our extraordinary health care system problems.

Yesterday we focused a lot on cost. One element of cost Is that where companies are able to take initiatives to
make their employees healthier. to give them incentives and mechanisms to improve their weliness and to prevent
disease, companies see their bottom lines improve.

And so what we've done is to gather together a group today — some of the best practitioners of prevention and
wellness. weliness programs -- in the private sector. You have companies like Safeway that have been able to hoid
their costs flat for their employees at a time when other companies are seeing double-diglt infiation in their health
care.

You've got terrific innovations at companies like Microsoft, where they actually have used home visits of doctors to
reduce the utilization of emergency room care and are saving themselves millions of dollars.

We've got the Hotel Employees Union that has been taking data and working individually with providers as well as
their membership, working with the employer and the employee as well as the providers, and seeing huge
reductions in some of the costs related to chronic ilinesses.

Johnson & Johnson has been a leader in this area since 1978. Pitney Bowes has been taking similar approaches
and seeing millions of dollars in savings to their bottom line. The Ohlo Department of Public Health has been doing
terrific work with respect to their state employees as well as spreading the message across the state.

And then REI, which has to be fit since they're a fitness company — {laughter) — has been doing work that allows
them to provide health care coverage. health insurance, not only to their full-time employees but also their part-time
employees. Every single employee is covered, but part of the reason they're able to do it is because they put a big
emphasis on prevention and weliness.

So what we've done here today is to gather together some of these stories and best practices to make sure that
they are going to be informing the health care reform discussions that take place here in Washington. There's no
quick fix, there's no silver bullet. When you hear what Safeway or Johnson & Johnson or any of these other
companies have done, what you've seen is sustained experimentation over many years and a shift in incentive
structures so that employees see concrete benefits as a consequencs of them stopping smoking or losing weight or
getting exercise, working with providers — the provider incentives are aligned with the employee incentives as well,
and changing the culture of a company.

Now, if we can do that in individual companties, there’s no reason why we can't do that for a country as a whole.

Part of what we want to do here. starting here today is to lift up these best practices so other companies can identify

and potentially impiement them; but also to make sure that when we think about how we're going to reform the
health care system as a whole, when we think about things like Medicare and Medicaid reimbursements. when we
think about how we can make the system more efficient, that we're not just doing this in the abstract, but we're
actually taking proven measures that have been applied in the private sector and seeing haw we can apply those,
for example, to federal employees and our employee health care system. All this designed to save taxpayers
money, save businesses money and ultimately make the American people healthier and happier and make sure
that we're getting a better bang for our health care dollar.

So it's been a temific conversation. This wilt be a part of the ongoing process that we're developing over the next
several months and | appreciate all of you for participating in a wonderful conversation.
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All right. Thank you, guys.

END
12:29 P.M. EDT
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Office of the Press Secretary

EMBARGOED UNTIL 6:00 AM ET, SATURDAY, May 16, 2009
WEEKLY ADDRESS: President Obama Says Progress on Clean Energy and Healthcare Reform Wil Lay
New Foundation

WASHINGTON - This week, President Barack Obama praised Individuals representing different perspectives for
coming together to address the challenges of building a clean energy economy, reforming the healthcare system
and laying a new foundation for the long-term strength of our economy. Utifity companies and corporate leaders
are working with environmental advocates and labor leaders to find a way to reduce dependence on foreign oil, to
fight climate change, and to create milllons of new jobs in America. Recently, past critics and advocates of
healthcare reform sat down with the President to work on reducing the healthcare costs by $2 trilllon in the next
decade and saving families $2,500 in the coming years.

The full audio of the address is HERE. The video can be viewed online at www whitehouse gov.

Remarks of President Barack Obama
Weekly Address
Saturday, May 16, 2009

Good moming. Over the past few months, as we have put in place a plan to speed our economic recovery, | have
spoken repeatedly of the need to lay a new foundation for lasting prosperity; a foundation that will support good jobs
and rising incomes: a foundation for economic growth where we no longer rely on excessive debt and reckless risk
- but instead on skilled workers and sound investments to lead the world in the industries of the 21st century.

Two pillars of this new foundation are clean energy and heaith care. And while there remains a great deal of difficult
work ahead, | am heartened by what we have seen these past few days: a willingness of those with different points
of view and disparate interests to come together around common goals — to embrace a shared sense of
responsibility and make historic progress.

Chairman Henry Waxman and members of the Energy and Commerce Committee brought together stakehoiders
from all corners of the country ~ and every sector of our economy - to reach an historic agreement on
comprehensive energy legisiation. It's another promising sign of progress, as longtime opponents are sitting
together, at the same table, to help solve one of America's most serious challenges.

For the first time, utility companies and corporate leaders are joining, not opposing, environmental advocates and
labar leaders to create a new system of clean energy initlatives that will help unleash a new era of growth and
prosperity.

It's & plan that will finally reduce our dangerous dependence on foreign oil and cap the carbon poliution that
threatens our health and our climate. Most important, it's a plan that will trigger the creation of millions of new jobs
for Americans, who will produce the wind turbines and solar panels and develop the altemative fuels to power the
future. Because this we know: the nation that leads in 21st century clean energy Is the nation that will lead the 21st
century global economy. America can and must be that nation ~ and this agreement is a major step toward this
goal.

But we know that our families, our economy, and our nation itself will not succeed in the 21st century if we continue
to be held down by the weight of rapidly rising health care costs and a broken heaith care system. That's why | met
with representatives of insurance and drug companies, doctors and hospitals, and labor unions who are pledging to
do their part to reduce health care costs. These are some of the groups who have been among the fiercest critics of
past comprehensive health care reform plans. But today they too are recognizing that we must act. Our businesses
will not be able to compete; our families will not be able to save or spend; our budgets will remain unsustainable
unless we get health care costs under control.

These groups have pledged to do their part to reduce the annual health care spending growth rate by 1.5
percentage points. Coupled with comprehensive reform, their efforts could help to save our nation more than $2
trillion in the next ten years ~ and save hardworking families $2,500 each in the coming years.

This week, | aiso invited Speaker of House Nancy Pelosi, Majority Leader Steny Hoyer, and other congressional
leaders to the White House to discuss comprehensive health reform legistation. The House is working to pass a bill
by the end of July - before they head out for their August recess. That's the kind of urgency and determination we
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need to achieve comprehensive reform by the end of this year. And the reductions in spending the health care
community has pledged will help make this reform possible.

| have always believed that it Is better to talk than not to talk; that it is far more productive to reach over a divide

than to shake your fist across it. This has been an allen notion in Washington for far too long, but we are seeing that

the ways of Washington are beginning to change. For the calling of this moment is too loud and too urgent to
ignore. Our success as a nation — the future of our children and grandchildren ~ depends upon our willingness to
cast aside old arguments. overcome stubbom dlvisions, and march forward as one people and one nation.

This is how progress has always been made. This Is how a new foundalion will be built. We cannot assume that
interests will always align, or that fragile partnerships will not fray. There will be setbacks. There will be difficult

days. Butwe are off to a good start. And | am confident that we will - in the weeks, months, and years ahead —~
build on what we have already achieved and lay this foundation which will not only bring about prospernity for this
generation, but for generations to come.

Thanks so much.
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THE WHITE HOUSE

Office of the Press Secretary

For immediate Release June 22, 2009
REMARKS BY THE PRESIDENT
ON THE MEDICARE PART D "DOUGHNUT HOLE"
AND AARP ENDORSEMENT
Diplomatic Reception Room

11:58 AM. EDT

THE PRESIDENT: Thank you. Well, first of all, | want to thank Barry Rand for the introduction, but also AARP, the
organization he so ably represents, for coming together with us on this critical issue today.

Last week, in my address to the American Medical Association, | spoke about the urgent need for health care
reform and what will be required to achieve it. And one of the things that will be required, | said, was that everyone
in our heaith care community is going o have to come together and do thelr part.

In recent days, Chairman Baucus. who has been doing an outstanding job leading the finance committee on this
issue, as well as members of my administration, have been in discussions with the phammaceutical industry to find a
way lo bring down costs of prescription drugs for America's seniors. And I'm pleased to report that over the
weekend we reached an understanding that will help close the notorious “doughnut hole” in Medicare Part D. This
is a significant breakthrough on the road to health care reform -- one that will make the difference in the lives of
many older Americans,

I think many of you in the press are familiar with the issue. The "doughnut hole" refers to a gap in prescription drug
coverage that makes il harder for milllons of Medicare beneficiaries to pay for the medication they need. The way
the program is structured, Medicare covers up to $2.700 in yearty prescription costs and then stops, and the
coverage starts back up when the costs exceed $6,100. Which means between $2,700 and $6,100 folks are out of
luck. And this gap in coverage has placing a crushing burden on many older Americans who live on fixed incomes
and can't afford thousands of dollars in out-of-pocket expenses.

Chris Dodd, who has been an outstanding leader on a whole host of heaith care issues throughout his career and
who is helping to lead the HELP Committee while Senator Kennedy is undergoing his treatment for his iliness —
Chris, | think, will tell you that as we travel around the country, seniors would constantly be coming up to us and
saying, how do we deal with this extraordinary burden? And as a consequence, you'd have seniors who would be
taking half their medication, even though the doctor said that is not going to be as effective; you are putting your life
at risk. They had no other choice.

So as part of the health care reform | expect Congress to enact this year, Medicare beneficiaries whose spending
falls within this gap will now receive a discount on prescription drugs of at least 50 percent from the negotiated price
their plan pays. It's a reform that will make prescription drugs more affordable for millions of seniors, and restore a
measure of faimess to Medicare Part D.  it's a reflection of the importance of this single step for America's seniors
that it has earned the support of AARP, which has been fighting for years to address this anomaly in the system on
behalf of older Americans. AARP is committed, as | am, to achieving heaith care reform by the end of this year.
And I'm committed to continuing o work with AARP 1o ensure that any reforms we pursue are camed out in a way
that protects America's seniors, who know as well as anyone what's wrong with our heaith care system and why it's
badly in need of reform.

Our goal -- our imperative — is to reduce the punishing inflation in health care costs while improving patient care.
And to do that we're going to have o work together to root out waste and inefficiencies that may pad the bottom line
of the insurance industry, but add nothing to the health of our nation. To that end, the pharmaceutical industry has
committed to reduce Its draw on the heaith care system by $80 billion over the next 10 years as part of overall
heaith care reform.

Real health care reform that reduces the spiraling costs of heaith services and extends quaiity, affordable heaith
coverage to all Americans will require these kinds of commitments throughout the system. And drug and Insurance
companies stand o benefit when tens of millions more Americans have coverage. So we're asking them, in
exchange, to make essential concessions o reform the system and help reduce costs. It's only fair  Today marks
a major step forward. But it will only be meaningful if we compliete the joumey.
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So | want to commend the House for coming together last week lo produce a health care reform blil - a bill, | might
note, thal protects seniors and has received the support of the AARP. | will continue to work closely with the
relevant chairs in the House and the Senate, and leaders like Senator Dodd and Senator Baucus, and with
members of both parties who are willing to commit themseives to this critical task. Our famifies, our businesses,
and our tong-term fiscal health demands that we act and act now. Today, we are. And I'm grateful to all those who
helped make this day possible. And to thase who, here in Washington; who've grown accustomed to “sky is falling"
prognoses and the certainties that we cannot get this done, | have to repeat — revive an old saying we had from the
campaign. Yes, we can. We are going to get this done.

Thank you very much, everybody.

END
12:04 P.M. EDT
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For Immediate Release June 20, 2009

Statement from the President Obama on Agreement to Bring Down Drug Prices for Americans Seniors

“{ am pleased to announce that an agreement has been reached between Senator Max Baucus and the nation's

pharmaceutical companies that will bring down healih care costs and reduce the price of prescription drugs for Facebook YouTube
millions of America’s seniors. As part of the health reform legistation that | expect Congress to enact this year,

phammaceutical companies will extend discounts on prescription drugs to millions of seniors who currently are Twitter Vimea
subjected to crushing out-of-pocket expenses when the yearly amounts they pay for medication fali within the Flicke iTunes
doughnut hole any payments by seniors not covered by Medicare that fall between $2700 and $6153.75 per year.

The existence of this gap in coverage has been a continuing injustice that has piaced & great burden on many MySpace Linkedin

seniors. This deal will provide significant relief from that burden for millions of American seniors".

“The agreement by pharmacsutical companies to contribute to the health reform effort comes on the heels of the
landmark pledge many health industry leaders made to me last month, when they offered to do thelr part to reduce
health spending $2 trillion over the next decade. We are at a tuming point in America's journey toward heaith care
reform. Key sectors of the health care industry acknowledge what American families and businesses already know - President Obama on Health Reform: “I am
that the status quo is no longer sustainable. The agreement reached today to lower prescription drug costs for not going to walk away just because it's
seniors will be an important part of the legislation | expect to sign into law in October. | want to commend House hard.”

chairmen Henry Waxman, George Miller and Charles Rangel for addressing this issue in the health reform
legislation they unveiled this week. This is a tangible example of the type of reform that will lower costs while
assuring quality health care for every American”.
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Office of the Press Secretary

For Immediate Release
May 11, 2009

Below is a list of health care reform stakeholders who will meet with the President and administration officials today. Faceboak YouTube

Please find attached a full fact sheet and the groups' letter to President Obama conceming reducing the growth rate Twitter Vimes
of heaith care costs.

Flickr iTunes
Meeting Participants:

MySpace Linkedin
Stakehoiders:
Insurers RELATED BLOG POSTS

January 22. 2010 4.07 PM EST
President Obama on Health Reform: "I am
not going to walk away just because it's

George Halvorson, Chairman and CEO of Kaiser Foundation Health Plan
Karen ignagni, President and CEO of America's Health Insurance Plans (AHIP)

Jay Gellert, President and CEQ of Health Net Inc. hard.”
Hospitals . saruary 26, 2010 § 46 PM EST

On Next Steps for Health Reform
Thomas Priselac—President & CEQ, Cedars-Sinaj Health System

Rich Umbdenstock— President & CEQ, American Hospital Association (AHA) Jaimadry 14, 2050 2:39 PM EST
Ken Raske--President,Greater New York Hospltal Association Year One at HHS
Physiciang VIEW ALL RELATED BLOG POSTS

J. James Rohack, M.D.— President-Elect, American Medical Association (AMA)
Rebecca Patchin, M.D.— Chalr-Elect of the AMA
Rich Deem~— Senior Vice President of the AMA

Medical Device Companies
Michael Mussallem—Chairman & CEQ, Edwards Lifesciences

Steve Ubl-- President & CEQ, AdvaMed
David Nexon— Senior Executive Vice President, AdvaMed

Phapmaceutical Companies

Richard Clark--Chairman, President & CEQ, Merck
Billy Tauzin—President & CEQ, PhARMA

Rick Smith--Senior Vice President. PhRMA

Labor

Andy Stern, SEIU
Dennis Rivera, SEIU Health

Administration Officials:

Nancy-Ann DeParle, Director of the Office of Health Reform
Peter Orszag, Director of the Office of Management and Budget
Larry Summers, Director of the National Economic Council
Kathleen Sebelius, HHS Secretary

After the meeting, the following stakehoiders will join President Obama for his remarks:

+ George Halverson, Chairman and CEO of Kaiser Foundation Health Plan
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= J. James Rohack, M.D., President-Elect, American Medical Association

= Richard Clark, Chairman, President & CEQ, Merck

= Michae! Mussallem, Chairman & CEO, Edwards Lifesciences

* Dennis Rivera, SEIU

= Tom Priselac, President and CEO of Cedars- Sinai Health System
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REMARKS BY THE PRESIDENT Facebook YouTube
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t2:35 P.M. EDT
THE PRESIDENT: Hello. everyone. Ali right. Well, | just concluded a extraordinarily productive meeting with RELATED BLOG POSTS

organizations and associations that are going to be essential to the work of health care reform in this country —
roups that represent everyone from union members to insurance companies, from doctors and hospitals to BN
group ) pre ) i ; a4 P President Obama on Health Reform: "] am
pharmaceutical companies. It was a meeting that focused largely on one of the central challenges that we must . o s
- > . X not going to walk away just because it's
confront as we seek to achieve comprehensive reform and lay a new foundation for our economy — and that is, the hard”
spirafing cost of heaith care in this country.

January 22, 2010 4 87 PM EST
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health care costs rise, and premiums double at a rate four times faster than their wages.
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Today, half of alt personal bankruptcies stem from medicat expenses. And too many Americans are skipping that
check-up they know they should get, or going without that prescription that would make them feet better, or finding
some other way to scrimp and save on thelr health care expenses.

What is a growing crisis for the American people is also becoming an untenable burden for America's businesses.
Rising heaith care costs are commanding more and more of the money that our companles could be using to
innovate and to grow. making it harder for them to compete around the world. These costs are leading the smalt
businesses that are responsible for half of all private sector jobs to drop coverage for their workers at an alarming
rate.

And, finaily, the explosion in health care costs has put our federal budget on a disastrous path. This is largely due to
what we're spending on Medicare and Medicaid — entittement programs whose costs are expected to continue
climbing in the years ahead as baby boomers grow older and come to rely more and more on our health care
system. That's why i've said repeatedly that getting health care costs under control is essential to reducing budget
deficits, restoring fiscal discipline, and putting our economy on a path towards sustainable growth and shared
prosperity.

We, as a nation, are now spending a far larger share of our national wealth on heaith care than we were a
generation ago. At the rate we're going, we are expected o spend one fifth of our economy on health care within a
decade. And yet we're getting less for our money. In fact, we're spending more on health care than any other nation
on Earth. even though millions of Americans don't have the affordable, quality care they deserve, and nearly 46
million Americans don't have any health insurance at all.

This problem didn't just appear overnight. For decades, Washington has debated what to do about this. For
decades, we've talked about reducing costs, improving care, and providing coverage to uninsured Americans, But
all too often, efforts at reform have fallen victim to special interest lobbying aimed at keeping things the way they
are; to political point-scoring that sees health care not as a moral issue or an economic issue, but as a wedge issue;
and to a failure on ali sides to come together on behalf of the American people.

And that's what makes today's meeting so remarkable -- because it's a meeting that might not have been held just a
few years ago. The groups who are here today represent different constituencies with different sets of interests.
They've not always seen eye to eye with each other or with our government on what needs to be done to reform
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health care in this country. In fact, some of these groups were among the strongest critics of past plans for
comprehensive reform.

But what's brought us all together today is a recognition that we can't continue down the same dangerous road
we've been traveling for so many years; that costs are out of control: and that reform is not a luxury that can be
postponed; but a necessity that cannot wait. it's a recognition that the fictional television couple, Harry and Louise,
who became the iconic faces of those who opposed heaith care reform in the '90s, desperately need heaith care
reform in 2009. And so does America.

And that's why these groups are voluntarily coming together to make an unprecedented commitment. Over the next
10 years — from 2010 to 2019 — they are pledging to cut the rate of growth of national heaith care spending by 1.5
percentage points each year -- an amount that's equal to over $2 trillion. Two trillion dollars.

Their efforts will help us take ihe next and most important step - comprehensive heaith care reform - so that we
can do what | pledged to do as a candidate and save a typical family an average of $2,500 on their health care
costs In the coming years. Let me repeat that point. What they're doing is complementary to and is going to be
completely compatibie with a strong, aggressive effort to move health care reform through here in Washington with
an ultimate resuit of saving health care costs for families, businesses and the govemnment. That's how we can finally
make health care affordable, while putting more money into the pockets of hardworking families each month. These
savings can be achieved by standardizing quality care, incentivizing efficiency, investing in proven ways not only to
treat iliness but to prevent them.

This is a historic day, a watershed event in the long and elusive quest for health care reform. And as these groups
take the steps they are outiining, and as we work with Congress on health care reform legislation, my administration
will continue working to reduce health care costs to achieve similar savings. By curbing waste, fraud, and abuse
and preventing avoidabie hospital re-admissions and taking a whole host of other cost-saving steps, we can save
billions of dollars, while delivering better care to the American people.

Now. none of these steps can be taken by our federal govemment or our health care community acting alone.
Theyll require all of us coming together, as we are today, around a common purpose - workers, executives,
hospitals, nurses, doctors, dnig companies, insurance companies, members of Congress. It's the kind of broad
coalition, everybedy with a seat at the table that | talked about during the campalgn, that is required to achieve
meaningful health care reform and that is the kind of coalition which - to which | am committed.

So the steps that are being announced today are significant. But the only way these steps will have an enduring
impact is if they are taken not in isolation, but as part of a broader effort to reform our entire heaith care system.
We've already begun making a down payment on that kind of comprehensive reform. We're extending quality health
care to millions of children of working familles who lack coverage, which means we're going to be preventing long-
term problems that are even more expensive to treat down the road. We're providing a COBRA subsidy to make
heaith care affordable for 7 million Americans who lose their jobs. And because much of every health care dollar is
spent on billing, overhead, and administration, we are computerizing medical records in a way that will protect our
privacy. and that's a step that will not only eliminate waste and reduce medical errors that cost lives. but aiso let
doctors spend less time doing administrative work and more time caring for patients.

But there's so much more to do. In the coming weeks and months, Congress will be engaged in the difficult issue of
how best to reform health care in America. 'm committed to building a transparent process where all views are
welcome. But I'm also committed to ensuring that whatever plan we design upholds three basic principles: First, the
rising cost of health care must be brought down; second, Americans must have the freedom to keep whatever
doctor and health care plan they have, or to choose a new doctor or health care plan if they want it; and third, all
Americans must have quality, affordable health care.

These are principles that | expect to see upheld in any comprehensive health care reform bill that's sent to my desk
- | mentioned it to the groups that were here today. It's reform that is an imperative for America's economic future,
and reform that is a pillar of the new foundation we seek to build for our economy; reform that we can, must, and will
achieve by the end of this year.

Ultimately, the debate abaut reducing casts -- and the larger debate about health care reform itself - is not just
about numbers; it's not just about forms of systems: it's about our own lives and the lives of our loved ones. And |
understand that. As I've mentioned before during the course of the campaign, my mother passed away from ovarian
cancer a little over a decade ago. And in the last weeks of her life, when she was coming to grips with her own
mortality and showing extraordinary courage just to get through each day, she was spending too much time
worrying about whether her heaith insurance would cover her bills. So | know what it's like to see a loved one who is
suffering, but also having to deal with a broken health care system. | know that pain is shared by mililons of
Americans all across this country.

And that's why | was committed to health care reform as a presidential candidate; that's why health care reformis a
key priority to this presidency; that's why | will not rest until the dream of health care reform is finally achieved in the
United States of America. And that's why I'm thrilied to have such a broad, diverse group of individuals from all
across the health care spectrum representing every constituency and every political predisposition who feel that
same sense of urgency and are committing themselves to work diligently to bring down costs so we can achieve the
reforms that we seek.

So thank you very much fo all of you for being here. Thank you very much everybody.
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This Is not news to the American people, who, over the last decade, have seen their out-of-packet expenses soar, Year One at HHS
health care costs rise, and premiums double at a rate four times faster than their wages.

. 5 i . VIEW ALL RELATED BLOG POSTS
Today, half of all personal bankruptcies stem from medical expenses. And too many Americans are skipping that
check-up they know they should get, or going without that prescription that would make them feel better, or finding
some other way to scrimp and save on thelr health care expenses,

What is a growing crisis for the American people is also becoming an untenable burden for America's businesses.
Rising health care costs are commanding more and more of the money that our companies could be using to
innovate and to grow, making it harder for them to compete around the world. These costs are leading the small
businesses that are responsible for half of all private sector jobs to drop coverage for their workers at an alarming
rate.

And, finally, the explosion in heailth care costs has put our federal budget on a disastrous path. This is largely due to
what we're spending on Medicare and Medicaid -- entitlement pragrams whose costs are expected to continue
climbing in the years ahead as baby boomers grow older and come to rely more and more on our health care
system. That's why I've said repeatedly that getting heaith care costs under controt is essential to reducing budget
deficits, restoring fiscal discipline, and putting our economy on a path towards sustainable growth and shared
prosperity.

We, as a nation, are now spending a far larger share of our national wealth on health care than we were a
generation ago. At the rate we're going, we are expected to spend one fifth of our economy on health care within a
decade. And yet we're getting less for our money. In fact, we're spending more on health care than any other nation
on Earth. even though millions of Americans don't have the affordable, quality care they deserve, and nearly 46
million Americans don't have any health insurance at all.

This problem didn't just appear avernight. For decades, Washington has debated what to do about this. For
decades, we've talked about reducing costs, improving care, and providing coverage to uninsured Americans. But
all too often, efforts at reform have fallen victim to special interest lobbying aimed at keeping things the way they
are; to political point-scoring that sees health care not as a moral issue or an economic Issue, but as a wedge issue;
and to a failure on all sides to come together on behalf of the American peaple.

And that's what makes today's meeting so remarkable — because it's a meeting that might not have been held justa
few years ago. The groups who are here today represent different constituencies with different sets of interests.
They've not always seen eye to eye with each other or with our government on what needs to be done to reform
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heaith care in this country. [n fact, some of these groups were among the strongest critics of past plans for
comprehensive reform.

But what's brought us all together today is a recognition that we can't continue down the same dangerous road
we've been traveling for so many years; that costs are out of control; and Ihat reform is not a luxury that can be
postponed. but a necessity that cannot wait. It's a recognition that the fictional television couple, Harry and Louise,
who became the iconic faces of those who opposed heaith care reform in the '90s, desperately need health care
reform in 2009. And so does America.

And that's why these groups are voluntarily coming together to make an unprecedented commitment. Over the next
10 years - from 2010 to 2019 - they are pledging to cut the rate of growth of national health care spending by 1.5
percentage points each year -- an amount that's equal to over $2 trillion. Two trillion dollars.

Their efforts will help us take the next and most important step — comprehensive health care reform - so that we
can do what | pledged to do as a candidate and save a typical family an average of $2,500 on their health care
costs in the coming years. Let me repeat that point. What they're doing is complementary to and is going to be
completely compatible with a strong, aggressive effort to move health care reform through here in Washington with
an ultimate result of saving health care costs for families, businesses and the govemment. That's how we can finally
make health care affordable, while putting more money into the pockets of hardworking families each month. These
savings can be achieved by standardizing quality care, incentivizing efficiency, investing in proven ways not only to
treat iliness but to prevent them.

This is a historic day, a watershed event in the long and elusive quest for heaith care reform. And as these groups
take the steps they are outlining, and as we work with Congress on health care reform legislation, my administration
will continue working to reduce health care costs to achieve similar savings. By curbing waste, fraud, and abuse
and preventing avoidable hospital re-admissions and taking a whole host of other cost-saving steps. we can save
billions of doliars, while delivering better care to the American people.

Now. none of these steps can be taken by our federal govemment or our health care community acting alone.
They'll require all of us coming together, as we are foday, around a common purpose -- workers, executives,
hospitals, nurses, doctors, drug companies, insurance companies, members of Congress. It's the kind of broad
coalition, everybody with a seat at the table that | talked about during the campaign, that is required to achieve
meaningful health care reform and that is the kind of coalition which — to which | am committed.

So the steps that are being announced today are significant. But the only way these steps will have an enduring
impact is if they are taken not in isolation, but as part of a broader effort to reform our entire health care system.
We've already begun making a down payment on that kind of comprehensive reform. We're extending quality health
care to millfons of children of working families who lack coverage, which means we're going to be preventing long-
term problems that are even more expensive to treat down the road. We're providing a COBRA subsidy to make
heaith care affordable for 7 million Americans who lose their jobs. And because much of every health care dollar is
spent on billing, overhead, and administration, we are computerizing medical records in a way that will protect our
privacy, and that's a step that will not only eliminate waste and reduce medical erors that cost lives. but also let
doctors spend less time doing administrative work and more time caring for patients.

But there's so much more to do. In the coming weeks and months, Congress will be engaged in the difficult issue of
how best to reform health care in America. I'm committed to building a transparent process where alf views are
welcome. But i'm also committed to ensuring that whatever plan we design upholds three basic principles: First, the
rising cost of heaith care must be brought down; second, Americans must have the freedom to keep whatever
doctor and heaith care plan they have, or to choose a new doctor or heaith care plan it they want it; and third, all
Americans must have quality, affordable health care.

These are principles that [ expect to see upheld In any comprehensive health care reform bill that's sent to my desk
-- | mentioned it to the groups that were here today. It's reform that is an imperative for America's economic future,
and reform that is a pillar of the new foundation we seek to build for our economy; reform that we can, must, and will
achieve by the end of this year.

Ultimately, the debate about reducing costs -- and the larger debate about heaith care reform itself — is not just
about numbers; it's not just about forms or systems; it's about.our own lives and the lives of our loved ones. And |
understand that. As 've mentioned before during the course of the campaign, my mother passed away from ovarian
cancer a little over a decade ago. And in the last weeks of her life, when she was coming to grips with her own
mortality and showing extraordinary courage just to get through each day, she was spending too much time
worrying about whether her heaith insurance would cover her bills. So  know what it's like to see a loved one who is
suffering, but aiso having to deal with a broken heaith care system. | know that pain is shared by millions of
Americans all across this country.

And that's why | was committed to health care reform as a presidential candidate; Ihat's why health care reform is a
key priority fo this presidency; that's why | will not rest untit the dream of health care reform is finalty achieved in the
United States of America. And that's why I'm thrilled to have such a broad, diverse group of individuals from all
across the heaith care spectrum representing every constituency and every political predisposition who feel that
same sense of urgency and are committing themselves to work diligently to bring down costs so we can achieve the
reforms that we seek.

So thank you very much to all of you for being here. Thank you very much everybody.
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June 1, 2009

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

Four weeks ago we came together, representing six different sectors of the health care industry,
and pledged: As restructuring takes hold and the population’s health improves over the coming
decade, we will do our part to achieve your Administration’s goal of decreasing by 1.5
percentage points the annual health care spending growth rate — saving $2 trillion or more.

Since then, we have been working hard on how to help achieve that goal. We have convened
seven all-day meetings and multiple conference calls to discuss what we can contribute, both
individually and collectively, to help achieve that challenging goal.

We have made solid progress. Individually and together, our organizations have developed
initiatives that will help move the nation toward achieving the Administration’s goal and we
intend to keep working. Our organizations will now pursue these initiatives which, together,
will help transform the U.S. health care system.

The attached documents describe each sector’s commitments, which will have significant and
lasting financial impact over time. Each group has identified changes in its sector that will
reduce costs, strengthen quality and improve access to care through the following key areas:

o Utilization of care: Providing clinicians and other providers with the tools to address
utilization and to improve quality and safety will help ensure that patients receive the right
care at the right time in the right setting and will lower costs.

o Cost of doing business: Innovative approaches to reducing the growing costs of providing
health care services are essential and will benefit all stakeholders in the health care system.

e Administrative simplification: Streamlining the claims processing system will allow
clinicians and other personnel to spend less time and fewer resources on paperwork,
lowering costs for everyone.

e Chronic care: We are identifying significant opportunities to better manage chronic
disease, which accounts for 75% of overall health care spending. We are also looking at
more effective approaches to health promotion and disease prevention, with a special focus
on obesity.



Letter to President Obama — June 1, 2009

Page 2 of 2

Some of these proposals can be achieved under current law. The success of others will depend

upon good public policy.

We are committed to doing our part to make the system more affordable and effective for the
nation. Our initiatives demonstrate that commitment, and we will work very hard to see them
implemented. We can and will work together, and with other key sectors of the health care
community, to identify further reform opportunities.

We will continue to work with you, the Congress and other stakeholders to make reform a

reality.

Sincerely,

Al o2

Stephen J. Ubl
President and CEO
Advanced Medical Technology Association

/ tlep
Karen Ignagni

President and CEO
America’s Health Insurance Plans

AR oot o

Rich Umbdenstock
President and CEO
American Hospital Association

(S i

Nancy H. Nielsen, MD
President
American Medical Association

/Bl g

Billy Tauzin

 President and CEO

Pharmaceutical Research and Manufacturers of America

Dennis Rivera
Chair, SEIU Healthcare
Service Employees International Union



Cost Savings Estimates

The literature provides estimates of the potential savings for some, but not all of the
proposed initiatives. Based on the literature, the potential savings could be:

o Utilization of Care: $150 - $180 billion
e Chronic Care: $350 - $850 billion
¢ Administrative Simplification and Cost of Doing Business: $500 -$700 billion

Achieving these system-wide cost reductions will require collaboration and good public
policy.

The sources for the above estimates are included in the attachments to the June 1% letter.



AdvaMed

/ Advanced Medical Technology Association

Medical Technology Industry Initiatives

The Advanced Medical Technology Association represents manufacturers of medical
devices and diagnostics. Our members account for 90 percent of the devices and
diagnostics sold in the U.S. and 50 percent of the products sold worldwide. Our industry
is highly competitive. Over the last 18 years, medical device and diagnostic prices have
increased only one-quarter as fast, on average, as other medical prices and one-half as
fast as the general consumer price index (CPI).

While the direct cost of these products is a relatively small and stable proportion of
national health expenditur es (approximately 6 percent), devices and diagnostics are an
integral part of medical practice and utilization of health car e services and play a key role
in preventing, treating and curing disease. Since the key decisions about the use
devices and diagnostics are ultimately made by health care providers, changes in
medical practice, in the incentives in the health care system, and in the management
and prevention of disease will all have significant effects on utili zation of our products.

In addition to the initiatives described below, we also support a number of broader
structural changes in the reimbursement and delivery system designed to encourage
quality and efficiency that will affect our industry and that we antici pate will substantially
reduce health care costs. Among these are a substantially expanded fede rally supported
comparative effectiveness research effort as embodied in the Baucus-Conrad bill and
establishment of payment systems that reward providers for the quality and efficiency of
care provided.

AdvaMed also is committed to supporting an expanded national commitment to health
promotion and disease prevention and to fundamentally restructuring our health care
system to provide improved management and treatment of chronic disease. The Milken
Foundation has estimated that the difference between our current national trajectory on
chronic disease and an alternative path that combines better management with
enhanced prevention and technological progress could save the nation more than $1
trillion annually by 2023.

Finally, the products our industry creates meet clinical needs and extend and enhance
lives. Many of them also reduce costs by making it possible to diagnose disease
promptly and to cure it more efficiently and effectively.

For example, new diagnostic tests can correctly identify diseases in minutes that once
took hours or days to correctly diagnose and are the key to more efficient drug
development and targeting. New imaging techniques also can lead to earlier and more
accurate diagnosis and replace more invasive procedures. Implantable orthopedic
products give the gift of mobility and result not only in better quality of life, but in greater
productivity and reduced institutionalization. Device driven innovations in cardiology
have contributed to a 50 percent reduction in deaths from heart disease over the period
1980-2000 and kept people active and contributing members of society who would
otherwise be dead or disabled. Continued medical progress depends to a significant
degree on continued innovation in m edical devices and diagnostics.




Initiative #1: Assist in development of quality metrics to improve the role that
AdvaMed member companies’ technologies play in treating and managing
disease.

The AMA convened Physician Consortium for Performance improvement (PCPI) has
identified priorities for targeted measure development to assure appropriateness of care,
focusing on areas where there is particular concem about overuse. The device industry
believes that the goal of health care delivery must be the right care for the right patient at
the right time. Both failure to provide appropriate treatment and provision of
inappropriate treatment raise costs and lower quality. The industry commits to working
cooperatively with the AMA and the PCPI to contribute its expertise to development of
these measures.

To achieve this objective, we will:

o Encourage physicians who have expert knowledge of medical devices to
participate in the PCPI and its workgroups;

o Organize our industry sectors to assure full input of our scientific and
medical knowledge and expertise in measurement development for
device-intensive procedures.

Initiative #2: Reduce medical errors and avoidable injuries

The Institute of Medicine’'s landmark 1999 study found that as many as 100,000 patients
may die annually as a result of in-hospital medical errors and that these errors cost $38
billion annually. At today's medical costs, the financial toll of medical errors would be
$75 billion. Errors in the outpatient setting add ad ditional costs.

While the proportion is unknown, it is reasonable to assume that some portion of medical
errors involves improper use of medical devices and that application of technology to the
processes of care could reduce other errors. The device industry commits to launching
a three-pronged initiative to reduce medical errors and enhance patient safety.

(1) Human factors and devices. Dr. Peter Pronovost of Johns Hopkins is
spearheading a public-private partnership to reduce medical errors. This effort is
modeled on the CAST work in the aircraft industry. CAST brought stakeholders together
in an effort to reduce the frequency of airplane crashes. Thus far, they have been '
extremely successful, using a com bination of procedural and technological fixes. Dr.
Pronovost has successfully reduced the frequency of errors in ICUs through a checklist
approach to reducing human errors modeled on procedures used in the airline industry.

A similar approach to other areas of health care with all parties participating can produce
significant improvements in patient safety, which leads not only to lower costs but to
better care. The medical device industry will engage with Dr. Provonost's or similar
efforts in several ways. We will bring the expertise and experience of our companies to
bear in advancing research in identifying medical devices for which modified design or
design consistency can reduce human errors and we will encourage companies to make
appropriate changes.

An example of this approach occurred years ago in the design of anesthesiol ogy
equipment where a simple change in design of all products that assured that the hose to
deliver oxygen could only attach to the outlet for oxygen and the hose for anesthesia




could only attach to outlet for anesthesia had an important impact in reducing fatal
errors. In addition, device companies can design products that produce software
controlled monitoring systems to supplement checklist procedures designed to reduce
human error.

(2) Education and awareness. AdvaMed will launch an intensive educati on and
awareness program to encourage our member companies to accelerate and intensify
their risk management and hum an factors programs in product design. We will
especially focus these efforts on smaller companies that may lack intemal expertise in
this specialized area.

(3) Joint Commission. The Joint Commission (TJC) has embarked on an effort to
improve safety and quality of care that goes beyond its traditional role of setting of
standards for care and monitoring compliance with these standards. The Joint
Commission is investing in a new initiative (1) to identify areas where significant quality
and safety issues exist in the delivery of health care, and (2) to recommend solutions,
strategies, and interventions that will improve safety and quality and at the same time
yield savings in health care spending. AdvaMed will work with the Joint Commission in
both of these efforts, engaging its com panies’ medical directors and technology design
scientists in the process. Solutions will involve finding efficiencies for health care
organizations that will be both reliable and sustainable over time. The first area the Joint
Commission has identified for action is hand hygiene. Another area under consideration
for future initiatives where device companies have special expertise is infection control
more broadly defined.
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AHIP’s Submission on Behalf of the Health Insurance Industry

AHIP members, in conjunction with the Blue Cross Blue Shield Association, are fully
engaged in broad, long-term efforts to improve quality, simplify the process of obtaining
and delivering care, and improving value for all those who purchase it.

The initiatives outlined below will help our nation transition to a fully integrated, 21st
century health care system that utilizes the benefits of health information technology,
rewards quality and value, and empowers patients to more effectively engage in the
health care system. These efforts, combined with the work being done by other
stakeholders, can help put our health care system on a sustainable path.

ADMINISTRATIVE SIMPLIFICATION

Current situation:

There is currently a lack of uniformity for providers who face administrative challenges
created by having business contracts with multiple health insurance plans, each with
different telephone numbers, codes, fax numbers, and varying forms and administrative
processes.

Proposed reforms:

The health insurance industry is proposing a comprehensive overhaul of administrative
processes to standardize and automate five key functions—claims submissions,
eligibility, claims status, payment, and remittance. The move to fully automating and
standardizing administrative transactions will be a watershed event, allowing physicians,
hospitals, and other health care providers to reduce their administrative costs
substantially. The effect throughout the health care industrPl will be similar to the effect
of ATMs being introduced throughout the banking system.

! Third party sources that provide insight into the range of savings that could be achieved if these proposals
are implemented across the health care system, including: L.P. Caslino, S. Nicholson, D.N. Gans et al.,
“What Does it Cost Physician Practices to Interact with Health Insurance Plans?” Health Affairs Web
Exclusive, May 14, 2009, w533-w543. James G. Kahn, Richard Kronick, Mary Kreger and David N. Gans,
“The Cost Of Health Insurance Administration In California: Estimates For Insurers, Physicians, And
Hospitals” Health Affairs Web, 2005. 24 (6), 1629-1639. Andis Robeznieks, “Adding up the costs”
Modern Healthcare. May 18, 2009,
http://www.modernhealthcare.com/apps/pbes.dll/search?Category=Search Retrieved June 1, 2009.




We are not recommending a voluntary effort, but rather that HHS require the adoption of
the CAQH Committee on Operating Rules for Information Exchange (CORE). CORE
has been developed as part of a multi-stakeholder effort comprised of plans, providers,
and suppliers. The goal is to eliminate costly variation and promote uniformity and
clarity in the way that information is exchanged between health plans, doctors, and
hospitals.

The administrative simplification provisions of HIPAA should be updated and expanded
to:

o Direct the Secretary of HHS to utilize and coordinate the work of existing
entities, both private and public, including ONCHIT, OESS, NCVHS and
CAQH, and adopt a set of comprehensive and robust standards for codes and
implementation specifications.

o Require the Secretary to establish a collaborative process to develop common
operating rules for all administrative transactions, including the standards in
HIPAA that will address: requirements for data content using available and
established national standards; infrastructure requirements for streamlining
data flow; and policies pertaining to the rights and responsibilities of the
entities transmitting data.

o Establish a multi-stakeholder national task force to develop a process similar
to the national Correct Coding Initiative (NCCI) to address correct coding for
all populations and health care services covered by public programs and
private insurers; make recommendations regarding timely adoption of claims
coding updates, i.e. ICD, CPT, HCPCS; and recommend uniform prompt pay
requirements across all states.

As part of health reform, we are supporting comprehensive reform of market rules. We
support uniform federal guidelines operationalized at the state level and the creation of
portals to make it easier for individuals and small businesses to evaluate and purchase
coverage. This will simplify the system and reduce administrative costs.

We have advocated that each state provide a list of all insurance plans available to
individuals and small employers. There would be comparative information in a common
format on benefits, price, and quality features to enable individuals and small businesses
to comparatively shop for coverage and determine whether they are eligible for subsidies.



BRINGING SIMPLIFICATION SOLUTIONS TO PHYSICIANS NOW
THROUGH THE LAUNCH OF COMMON WEB PORTALS

Current situation:

Physicians typically care for patients covered by multiple health insurers in any
geographic area. There is a wide variation in the processes used to carry out common
office tasks, such as verifying a patient’s insurance and submitting/receiving payment,
and in the way insurers and physicians exchange the information needed to run medical
practices on a day-to-day basis.

Health plan initiative:

The health insurance industry is preparing to launch a major effort that will make
common administrative tasks in physician offices simpler, more efficient, and less
expensive. Beginning with pilot tests in Ohio and New Jersey that will inform a national
strategy, our community is establishing web portals that will allow physicians to conduct
business with insurers throughout a region or state at one website, reducing the need to
visit multiple websites and/or spend hours on the phone. Common web portals will
virtually eliminate paperwork, improve efficiency through the system, and yield
significant savings.

Expansion to include government programs:

AHIP is recommending that the Department of Health and Human Services work with
the private sector to implement these demonstration projects across all payers, private and
public, to test advanced administrative connectivity to providers through web portals and
other business-to-business technology for both the electronic transaction of
administrative data in phase I and clinical data exchange in phase I

AGGREGATING PHYSICIAN PERFORMANCE DATA

Current situation:

Stakeholders from across the health care system support the principle that measuring and
reporting on quality are fundamental building blocks for achieving the goals of reform —
improved quality, improved access, and improved value. Physicians have raised
concerns about that lack of uniformity and consistency in how their performance is
evaluated. Currently, physician performance is measured by individual health plans and
public programs that utilize different sets of measures and look at only a subset of
patients.

Health plan initiative:

Public sector and private sector data will be combined using common measures and
common methods to arrive at a more complete and accurate picture of the quality of care
providers deliver. Using consistent measures endorsed by the National Quality Forum,
and in conjunction with local physicians, this project will compile data for 12 important
measures of physician performance, and give physicians the ability to evaluate and
comment on the data and communicate results to consumers. This approach will be tested



in two pilot communities in 2009 to advance a nationally-consistent data aggregation
strategy.

IMPROVING HEALTH LITERACY

Current situation:

Health literacy is the ability to understand and act on the medical information and
instructions we are given. Almost half of all Americans lack the skills needed to navigate
the health care system and engage meaningfully in their own health care. A 2007 study
from the School of Business at the University of Connecticut estimates that low health
literacy costs the health care system between $106 and $238 billion annually.

Health plan initiative:

Working with researchers at Emory University, our community has launched a
groundbreaking effort, now in pilot testing, that will allow health plans to assess their
health literacy across their organizations and to build targeted health literacy programs.
This will be the first such tool that makes it possible for a health care organization to
conduct such a company-wide assessment.

EMPOWERING CONSUMERS THROUGH THE USE OF PERSONAL HEALTH
RECORDS

Current situation:

About half of all Americans live with at least one chronic medical condition, and chronic
disease accounts for more than 75% of the nation’s health care costs. In addition,
personal health information needed for clinical decision making is often dispersed
piecemeal among a number of physicians, hospitals, pharmacies, and other health care
providers. This lack of coordination within the health care system results in preventable
medical errors, duplication of tests and procedures, and the delivery of inefficient and
inappropriate care.

Health plan initiative:

Consumers, especially those with chronic conditions, will have greater access to the
information they need to optimize their health and health care as the result of the personal
health record (PHR) model developed by AHIP and BCBSA in a coordinated effort. Our
community has identified common elements that should be included in PHRs and has
tested mechanisms to transfer PHRs when consumers change coverage and plans of care.

The Center for Information Technology Leadership estimates that the adoption of health
plan PHRs could save as much as $11 billion annually.



American Hospital Association

The American Hospital Association (AHA) is working to fulfill the hospital field’s commitment
to develop concrete ideas to achieve the Administration’s cost containment goals. The following
document presents specific actions that can be taken in the immediate term, as well as longer-
term initiatives, to bend the cost curve. It also includes actions that can be taken to collaborate
with other stakeholders. Some of these initiatives would be further enabled by public policy
changes, changes that the AHA will continue to pursue on Capitol Hill.

The document is divided as follows:

L Immediate Cost Savings Initiatives
II. Longer-Term Initiatives
III. Cross-Stakeholder Initiatives

I. Immediate Cost Savings Initiatives
Containing health care costs is a complex undertaking that will require the cooperation of various
stakeholders, and broad-based action across both the private and public sectors.

The nation’s hospitals firmly believe that ensuring access to quality, affordable coverage for
every American is a key first step. As the Commonwealth Fund noted i in its 2007 Annual
Report, “If everyone in the U.S. had health insurance coverage, the possible cumulative health
system savings could amount to more than $1.5 trillion over 10 years. Rather than national
health expenditures rising from 16% of GDP to 20% by 2017 - as is currently projected —
spending could be held to 18.5% of GDP.”

While America’s hospitals continue to advocate for coverage for all, paid for by all — a key pillar
of our Health for Life: Better Health. Better Health Care. framework for overall health system
reform — there are immediate steps hospitals are taking to contain costs. Many of these steps
have been tested and adopted by hospitals and health systems in partnership with their national,
state, regional and metropolitan hospital associations and have shown great promise for
improving quality and reducing costs across the board. Other strategies flow from our recent
work with strategic partners such as the Agency for Healthcare Research and Quality (AHRQ).

On behalf of America’s hospitals, the AHA will work in conjunction with our hospital
association partners, as well as other stakeholders such as the Institute for Healthcare
Improvement (IHI), to design and implement the Hospitals in Pursuit of Excellence campaign.
The goals of this campaign will be to:

¢ Facilitate hospital and health system performance improvements that have meaningful
quality improvement and associated cost savings;

o Further the use of known best practices, initially in the areas of infection prevention and
patient safety and expanding over time into other areas;
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American Hospital Association

e Facilitate the sharing of best practices among hospitals, health systems and national,
state, regional and metropolitan hospital associations; and

* Demonstrate the commitment of the hospital field to achieve these improvements.

Hospitals in Pursuit of Excellence Campaign
1. Reduce surgical infections and complications
Promote adoption of the World Health Organization (WHO) Surgical Safety Checklist to enable teams
to implement critical safety steps. AHA has co-sponsored with IHI a webinar to encourage hospitals to
test an adaption of the checklist and will accelerate sharing and learning among hospitals.
2. Reduce central line-associated blood stream infections (CLABSI) w
Promote best practice strategies to reduce central line-associated blood stream infections through
reliable implementation of infection prevention and monitoring strategies. In conjunction with AHRQ,
AHA has been working with multiple states and hospitals to spread best practices in implementing a
culture of safety and teamwork and accelerating the elimination of CLABSL
3. Reduce methicillin-resistant Staphylococcus aureus (MRSA) iv
Promote best practices in screening, hand hygiene and contact precautions to prevent the spread of
MRSA. AHA and several health systems are collaborating with The Joint Commission on a broad
ranging, new initiative to improve patient safety and reduce preventable complications, starting with an
effort on hand hygiene.
4. Reduce clostridium difficile infections (c diff) v
Promote best practices in screening, hand hygiene and contact precautions to prevent the spread of ¢
diff. AHA and several health systems are collaborating with The Joint Commission on a broad
ranging, new initiative to improve patient safety and reduce preventable complications, starting with an
effort on hand hygiene.
5. Reduce ventilator-associated pneumonia (VAP) vi
Promote the spread of reliably tested best practices for patients receiving mechanical ventilation.
6. Reduce catheter-associated urinary tract infections vi
Promote best practices in the appropriate use, insertion and care of catheters to minimize urinary tract
infections.
7. Reduce adverse drug events from high-hazard medications (e.g., anticoagulants,
narcotics, opiates, insulin, sedatives) vii
Promote best practices in the prevention of adverse drug events focused on high-hazard medications by
using standardized protocols, adequate monitoring and increased patient and family education.
8. Reduce pressure ulcers ix
Promote best practices in helping hospitals assess the risk of a hospital-acquired pressure ulcer, daily
skin inspection and optimizing prevention.

II. Longer-Term Hospital Initiatives
In addition to the aforementioned immediate opportunities, hospitals will continue to increase
their engagement in a number of longer-term initiatives. The Hospitals in Pursuit of Excellence
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campaign will help promote these initiatives as the evidence, tools and nationally endorsed
measures for these opportunities develop:

* Improving Care Coordination — Focus in particular on the discharge process and care
transitions.

e Implementing Health Information Technology (HIT) — Focus on leadership and clinical
strategies to effectively implement HIT.

* Promoting Efficient Resource Utilization — Promote palliative and hospice care through
the use of advanced directives and best practices.

* Preventing Patient Falls — Further the implementation of effective fall prevention
programs and use of fall risk assessment tools.

e Improving Perinatal Care — Promote best practices to improve perinatal care and reduce
birth trauma and complications.

* Reducing Supply Costs — Create a more efficient and transparent purchasing
environment, including greater alignment of hospital and physician incentives, greater
product standardization and other measures.

HI. Cross-Stakeholder Initiatives

The hospital field is committed to continuing its work with health plans, physicians and other
stakeholders to achieve a more efficient, effective and coordinated health care system. The
future vision of such a system includes simplified and standardized public and commercial
insurance processing systems, reducing the need to practice defensive medicine and enhancing
the ability of practitioners and providers to integrate clinically to improve quality of care.

1 The Commonwealth Fund, Annual Report. 2007.

http://www.commonwealthfund.org/ust_doc/site_docs/annualreports/2007/AR2007.pdf.

ii Centers for Disease Control and Prevention. Scott, DR, The Direct Medical Costs of Healthcare-Associated Infections in U.S.
Hospitals and the Benefits of Prevention. March 2009. http://www.cdc.govincidod/dhap/pd f/Scott CostPaper.pdf.

iii ibid

iv hitp://www.infectioncontroltoday.convhotnews/35h 168584264313 html.

v Centers for Disease Control and Prevention. Scott, DR, The Direct Medical Costs of Healthcare-Associated Infections in U.S.
Hospitals and the Benefits of Prevention. March 2009. http://www.cdc.govimcidod/dhap/pdf/Scott CostPaper.pdf.

vi ibid

vii ibid

viii Committee on Identifying and Preventing Medication Errors. Aspden P, Wolcott J, Bootman JL, Cronenwett LR, Editors.
Preventing Medication Errors: Quality Chasm Series. Washington, DC: National Academies Press; July 2006.

ix Reddy M, Gill S8, Rochon PA. Preventing pressure ulcers: A systematic review. JAMA. 2006;296:974-984.
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Medicine’s Efforts to Address Utilization of Care

Background

The AMA-convened Physician Consortium for Performance Improvement (PCPI) develops
evidence based measures that capture variations in care and inform efforts to improve the quality
of care and the appropriate utilization of health care services and treatments. The measures are
developed by expert work groups including practicing physicians, health care professionals,
patients, representatives of health plans, and others. All measures are reviewed by the PCPI
membership, which includes more than 100 national specialty societies, state medical
associations, ABMS and member boards, Council on Medical Specialty Societies, and 13 health
care professional organizations, as well as CMS, AHRQ, a Consumer/Purchaser Advisory Panel,
private health plans, and other organizations.

Improve Care Transitions to Avoid Hospital Readmissions

To reduce hospital readmissions within 30 days of initial discharge, the PCPI, the American
Board of Internal Medicine Foundation, the American College of Physicians and the Society of
Hospital Medicine has developed a set of measures to improve care transitions from hospitals to
other settings. These measures focus on medication guidance for patients prior to discharge, care
transition records for patients prior to hospital discharge and timely transmission of medical
information to physicians serving the patient following hospital discharge. The Care Transitions
measures have been submitted to the National Quality Forum for review.

Simultaneously, the AMA is undertaking development of an electronic care transition tool that
will facilitate the transfer of information between hospitals and primary care doctors, emergency
departments and primary care doctors. We are currently in discussions with HIT entities and
healthcare systems to adopt the format. We are also developing a strategy to partner with other
entities in a campaign to improve care transitions in order to improve quality, reduce redundant
testing, and improve the efficiency of care processes to be rolled out in 2010.

Significance: Studies project substantial savings from reducing hospital readmissions.

Efforts to Reduce Unnecessary Utilization

The PCPI initiated work in 2009 to address concerns about the overuse of certain services or
procedures. Topics were selected based on priorities established by the Institute of Medicine, the
National Quality Forum, the National Priority Partners and the PCPI. Selection criteria include
high variation, high volume and high cost, availability of relevant guidelines, and the potential for
improving quality and efficiency of care.

The PCPI selected the following topics for development of overuse measures this year:

* Surgical and non-surgical management of back pain



Significance: A major health plan reported that nearly 20% of plan members’ spine surgery
occurred within the first 6 weeks of symptoms, which is not consistent with guidelines. The
volume of spinal fusion surgery has increased significantly. Eliminating unwarranted
variations in treatment will produce substantial savings.

¢ Percutaneous Coronary Intervention (PCI) (encompasses a variety of procedures) for
Chronic Stable Coronary Artery Disease

Significance: Studies project large potential savings from adhering to evidence based
guidelines for coronary artery disease.

¢ Maternity Care: Induction of labor/Caesarean Sections

Significance: There has been a substantial increase in the rate of elective induction of labor.
Practice patterns are not always consistent with ACOG guidelines. Expenses related to c-
section births account for 45% of the more than $79 billion in annual hospital charges
atttributed to childbirth in the U.S. annually.

¢ Sinusitis: Antibiotic prescriptions and sinus radiography

Significance: Antibiotics for sinusitis account for 21 percent of all antibiotic prescriptions for
adults and 9 percent for children. More than 1 in 5 antibiotic courses for adults are for
sinusitis. Sinusitis is the fifth most common diagnosis for which an antibiotic is prescribed.
Overuse of antibiotics for respiratory and sinus infections is an increasing problem, with
potential savings of $525 million to $1.1 billion (New England Healthcare Institute).

PCPI will develop measures for diagnostic imaging, examples include:

CT angiography for pulmonary embolism
MRI of the knee

MRI of the shoulder

CT or MRI of the head

Stress Echocardiography

SPECT MPI

Significance: Although their growth has moderated significantly since implementation of the
Deficit Reduction Act of 2005, Medicare payments for physician imaging services increased from
$7 billion to $14 billion between 2000 and 2006. This represented a 13 percent annual increase in
spending for these services, versus an 8§ percent increase in all Medicare physician-billed services
over the 2000 to 2006 time period. For a 10 year period from 1997 to 2006, a large private
insurer saw CT utilization per enrollee increase 14 percent per year, and MRI increase 26 percent
per year. Specialty societies, PCPI members, health plans and government agencies have
identified diagnostic imaging as an important area for developing measures of overuse given the
rising costs, increased volume and numerous published articles on the topic.

Note: A significant portion of higher level imaging is driven by the fear of potential lawsuits,
commonly referred to as defensive medicine. There is extensive literature indicating that
defensive medicine adds tens of billions of dollars in health care spending. Physicians who
adhere to evidenced based best practice guidelines are not protected from lawsuits in our current



liability system. Congress needs to enact liability protections for physicianswho adhere to best
practice guidelines and fund state demonstration projects to test alternative reforms such as health
courts, administrative compensation systems and early offer initiatives.

Medication Reconciliation

The AMA has initiated a multi-pronged effort to reconcile multiple prescriptions for individual
patients treated by different physicians. This program of medication reconciliation is designed to
avoid potential adverse events and inappropriate prescriptions. A prototype electronic version of
the medication reconciliation card is undergoing beta-testing. A second version will be tested in
early July. The AMA is completing a strategy to make the clectronic version available to
employers, health systems and physicians available by the end of 2010.

Significance: Literature reviews project potential annual savings of $3 billion.

The initiatives by physician groups outlined above represent current activities. This portfolio
will be expanded in the years ahead to reduce the rate of growth in total health care spending.



Biopharmaceutical Sector and Bending the Cost Curve

Medicines have already begun to play a key role in bending the cost curve in the U.S. For
example, IMS Health reports that in 2008, spending for prescription medicines grew by just
1.3% over 2007 ~ the lowest rate since 1961. In 2009, IMS projects that the U.S. market for
prescription medicines will contract, declining 1-2% below 2008 levels. Going forward till 2014,
IMS projects annual growth rate for prescription medicines to remain essentially flat.! Between
2008 and 2009, CMS’s Office of the Actuary reduced its 10-year forecast of total drug spending
by 14% or $515 billion. Declining cost trends have been driven by several factors. For
example, generic use rate in the U.S. is now at 72 percent — up from 43 percent in 1996 — and is
expected to further increase over the next several years as additional brand prescriptions come
off patent. Since 2007, over 130,000 global biopharmaceutical job losses have been announced.

Investments in Public Health and Reforming the Delivery System

As recognized in the coalition’s May 11 letter, “Billions in savings can be achieved through a
large-scale national effort of health promotion and disease prevention to reduce the prevalence of
chronic disease and poor health status, which leads to unnecessary sickness and higher health
health costs.” PhRMA supports moving forward with significant public health initiatives to
reduce the need for health services, including medicines. The importance of substantial public
health and primary prevention initiatives to bending the cost curve is evident in the projection by
David Cutler and colleagues finding that reducing obesity to levels seen in the 1980s would
achieve savings of over $1 trillion in Medicare alone over the next 25 years. > Likewise, the
importance of public health and primary prevention initiatives to bending the cost curve is
evident in the doubling of the number of new diabetes cases in the U.S. over the last decade.
Individuals with diabetes have average health spending that is about 4 times the level of
individuals without diabetes, indicating the impact increasing incidence has on health costs. It is
also evident in the impact diabetes has on other conditions. For example, according to research,
“Cardiovascular disease in the setting of diabetes is more premature, relentless and recurrent,
despite aggressive therapies and interventions...Chronic kidney disease is also accelerated by
diabetes, which, in turn, hastens the pace of hypertension, atherosclerosis, and heart failure.”

To help achieve savings, PhRMA also supports a series of policy changes that will support
delivery of less fragmented, better coordinated, more efficient and higher quality care. As stated
in the coalition’s May 11 letter, encouraging coordinated care, adherence to evidence-based best
practices, implementing proven clinical prevention strategies, and aligning quality and efficiency
incentives are key to achieving a more sustainable and stable health system. How medicines are
used is determined by our health care system; the array of changes to improve the delivery
system will significantly affect use of medicines, reducing overuse, underuse and misuse and
allowing patients and society to achieve their full therapeutic value.

1 IMS Press Release, “IMS Health Reports U.S. Prescription Sales Grew 1.3 Percent in 2008 to $291 Billion,” March 19, 2009.

2 A. Sisko et al., “Health Spending Projections Through 2018: Recession Effects Add Uncertainty to the Outlook,” Health Affairs, February 2009.
3 D. Goldman et al., “The Value of Elderly Discase Prevention, 2006, available at: http://www.bepress.com/fhep/biomedical_research/!.

4 M.L. Weisfeldt and S. J. Zieman, “Advances in the Prevention and Treatment of Cardiovascular Disease,” Health Affairs, January/February
2007.



Better use of medicines driven by delivery system changes can have a central role in further
bending the cost curve, as well as helping achieve better health outcomes.’ For example, better
use of medicines can save lives, decrease utilization of other health care services, enhance
productivity and save money. A large and growing body of data shows that proper use of
medicines can keep patients with chronic illnesses healthy, slow disease progression and
minimize costly hospitalizations. Although medicines play a central role in effective treatment,
in today’s health care system they often are not used well — meaning foregone opportunities for
better health and cost savings. For instance, David Cutler and colleagues have reported that use
of antihypertensive medicines prevented 833,000 hospitalizations in 2002 alone.® Cutler notes
that we have achieved only half the health gains available against hypertension. He projects that
if all untreated patients with Stage I or II hypertension had been treated and achieved normal
blood pressure, an additional 89,000 excess premature deaths from major cardiovascular disease
could have been avoided in 2001 and 420,000 hospitalizations for stroke and myocardial
infarction avoided in 2002. University of Maryland School of Pharmacy researcher Bruce Stuart
reports that each additional prescription used nets Medicare a savings of $57 in reduced hospital
stays.” A recent Agency for Health care Research and Quality (AHRQ)-sponsored study found
that a discharge nurse and pharmacist working to coordinate hospital discharges and educate
patients on the use of discharge medications significantly reduced unnecessary and costly
hospital readmissions relative to the usual standard of care.®

Use of prescription medicines is often determined by incentives that drive the health care
delivery system. Realigning incentives to consistently deliver high quality care will therefore
significantly affect use of medicines, reducing overuse, misuse and underuse. Therefore,
PhRMA supports:

> Development and use of performance measures to drive quality and promote better,
more efficient care. PARMA supports public reporting of performance measures to aid in
decision-making by patients and payers, and the need to move toward performance-based
payment for providers based on sound clinical, evidence-based quality measures that are
developed and endorsed by professional consensus. These programs should reward health
care practitioners for delivering and improving care consistent with consensus-based quality
standards while recognizing the need to individualize treatment. For example, measurement
of appropriate evidence-based processes (e.g., hemoglobin A lc test administered to patients
with diabetes) and expected outcomes (e.g., control of blood glucose as demonstrated by
hemoglobin A1¢<8% in patients with diabetes) are typical means or measures of evaluating
the effectiveness of a quality improvement initiative. Adoption of well-designed
performance measures can help to ensure that patients are receiving the right types of

5 Full a full description of studies concerning cost-offsets related to medication use and the importance of adherence in improving health and
lowering cost, see: “Just What the Doctor Ordered: Taking Medicines as Prescribed Can Improve Health and Lower Costs,” and “Medicines Play
a Key Role in Improving Health While Reducing Avoidable Costs,” available at www.phrma.org.

6 D. Cutler et al., “The Value of Antihypertensive Drugs: A Perspective on Medical Innovation,” Health Affairs, January/February 2007.

7 B. Stuart et al., ““Assessing the Impact of Drug Use on Hospital Costs,” Health Services Research, February 2009.

8 B.W. Jack et al, A Reengineered Hospital Discharge Program to Decrease Rehospitalization,” Annals of Internal Medicine, February 2009.



treatment, including pharmacotherapy, for a given condition and that patients are actually
following the treatment regimens to achieve desired health outcomes.

The importance to bending the curve of creating a system that better supports quality,
efficient care is evident in current treatment patterns for diabetes, hypertension and high
cholesterol. Of the 24 million Americans with diabetes, 6 million are undiagnosed, 3 million
are untreated and 9 million are treated, but not well controlled.’ According to research by
David Cutler, among those with hypertension, 24% are unaware, 11% are aware but not
treated, 34% are treated but not controlled and 31% are controlled. Further, Cutler’s research
finds that of those Americans with high cholesterol, 37% are unaware, 22% are aware but not
treated, 16% are treated and not controlled and 25% are controlled.!’

One important aspect of performance measurement development is improving adherence to
physician-directed treatment. Poor adherence to needed medicines is one of the central
reasons that patients with chronic illnesses often do not achieve optimal outcomes and suffer
illnesses and costs that could have been avoided. Research estimates the cost of non-
adherence at $100 billion to $300 billion annually, including costs from avoidable
hospitalizations, nursing home admissions, and premature deaths."" Many of the human and
economic costs associated with non-adherence can be avoided, making improving patient
adherence one of the best opportunities to get better results and greater value from our health
care system. For example, one study reports that people with diabetes who took their
diabetes medicines less than 60 percent of the time were 3.6 times more likely to be
hospitalized than those who followed their prescribed treatment.'> Another study found that
better adherence to medicines among patients with diabetes, high cholesterol, and high blood
pressure has been shown to reduce total health care costs by $4 to $7 for every additional
dollar spent on medicines.'* Even if performance measurement only addresses a small
portion of non-adherence, there are significant opportunities to save tens of billions of dollars
in the health care system.

> Expanded use of medication therapy management (MTM) to address polypharmacy,
reduce medication errors and inappropriate use, and achieve better clinical outcomes at
lower cost. MTM is an important mechanism for evaluating a beneficiary’s multiple
conditions and prescribed medicines to ensure that their treatment and care are appropriately
coordinated and managed. The pharmaceutical sector and other partners in the health care
system have been supporting development of MTM models to identify models that can work
to improve care and lower costs. A program originated in Asheville, North Carolina (the
Asheville Project) has since been expanded based upon its success. The expanded program,
known as the Diabetes Ten City Challenge (DTCC), is sponsored by the APhA Foundation

9 See, “Pitfalls & Opportunities in Diabetes Prevention & Care,” PhARMA.

10 D. Cutler, "Improving Chronic Care Management,” Presentation at Alliance for Health Reform Briefing, March 28, 2008.

11 L Osterberg and T Blaschke, *“Adherence to Medication,” New England Journal of Medicine 2005;353:487-97 and M.R. DiMatteo, “Variation
in Patients’ Adherence to Medical Recommendations: A Quantitative Review of 50 Years of Research,”” Medical Care, March 2004,

12 D.T. Lau and D.P. Nau, “Oral Antihyperglycemic Medication Nonadherence and Subsequent Hospitalization Among Individuals with Type 2
Diabetes,” Diabetes Care 2004;27(9):2149-53.

13 M.C. Sokol, et al., “Impac tof Medication Adherence on Hospitalization Risk and Healthcare Cost,” Medical Care, June 2005.



with support from GlaxoSmithKline, and is a voluntary health benefit involving waiver of
co-pays for diabetes medications and supplies. The program also involves helping people
better manage their diabetes on a day to day basis with the help of a specially-trained
pharmacist "coach".

Today, 30 employers and hundreds of local pharmacists in ten cities are working together to
help people manage their diabetes. In addition, as a result of a partnership with Mirixa
Corporation announced in 2009, the DTCC model of collaborative care is now available to
employers nationwide through HealthMapRx. The program has established a proven track
record in improving care and lowering costs. A report published in the May/June 2009 issue
of the Journal of the American Pharmacists Association (JAPhA) documents the economic
and clinical benefits for employers and participants. According to the research, employers
realized an average annual savings of almost $1,100 in total health care costs per patient
when compared to projected costs if the DTCC had not been implemented and participants
saved an average of almost $600 per year. Participants also improved in all of the recognized
standards for diabetes care, including decreases in Alc, LDL cholesterol and blood pressure;
and increases in current flu vaccinations and foot and eye exams. Given the significant
economic and societal impact of diabetes, the DTCC represents a promising model in
designing a patient-centered health benefit, one that improves outcomes for patients and
manages costs for everyone involved. Another program, also part of the original Asheville
program, focused on managing of cardiovascular disease. The program decreased
cardiovascular-related medical costs from 31 percent of total health care costs to 19 percent
during a six-year study period while increasing the use of cardiovascular medicines nearly
threefold. The program also resulted in a 50 percent decrease in the risk of a hospitalization
or an emergency room visit due to a cardiovascular event.'* Both the DTCC and
cardiovascular model are illustrative of the types of models that can help reform our system.

In addition to the models being sponsored by the pharmaceutical industry and APhA, the
Medicare Modernization Act required that Part D plans have MTM programs that ensure that
covered Part D drugs prescribed to targeted beneficiaries' are appropriately utilized to
optimize health outcomes and reduce the risk of adverse events. Many targeted beneficiaries
have complex medication regimens, which makes MTM important to ensure that their
chronic conditions are managed appropriately and that optimal health outcomes are achieved.
While CMS has taken helpful steps to improve consistency and performance among MTM
programs, additional changes could further enhance results. PARMA supports establishment
of clear requirements, development of a quality-based payment program that recognizes
achievement of performance targets, targeting beneficiaries for MTM services based on total
Medicare costs (rather than just drug costs), and testing of approaches, including financial
incentives, to improve active patient engagement in MTM programs. Continued efforts to
establish clear, rigorous requirements and a quality-based payment program that recognizes
achievement of performance targets will help improve health outcomes, particularly for
beneficiaries with chronic conditions, and also presents opportunities to save the health care
system money by ensuring appropriate use of medicines.

14 B. Bunting et al., “The Asheville Project: Clinical and Economic Outcomes of a Community-based Long-term Medication Therapy
Management Program for Hypertension and Dyslipdemia,” Journal of the American Pharmaceutical Association, January/February 2008.
15 Targeted beneficiaries are those patients who have multiple chronic diseases, take multiple medications, or reach an established spending
threshold.



> Development of an abbreviated regulatory approval pathway for biosimilars that
assures patient safety, increases competition, and provides responsible incentives for the
R&D investment needed (including patent protection and at least 14 years of data
protection). Biologics are revolutionizing health care with effective, targeted therapies for
many devastating diseases such as cancer, Alzheimer’s, and Parkinson’s and will be critical
in achieving the President’s goal of retiring words like ‘terminal’ and ‘incurable’ from our
vocabulary. As of 2008, more than 300 biologics have been approved by the FDA and 633
biotechnlcglogy medicines were in development, including more than 250 for various
cancers.

Strengthening the Evidence Base

> Well-designed comparative clinical effectiveness research (CER) as an important tool to
support good decision-making in health care. The Baucus-Conrad bill introduced in the
last Congress is a good basis from which to establish policy in this area. Strengthening the
evidence base for clinical decisions and decisions about how care can be organized so that
patients receive the best possible care should be an important element of health care
reform. CER can help inform the policy- and population-level decisions already being made
in the health care system through existing processes. CER efforts at all levels should help
inform and support decisions made by patients and providers. Empowering patients and
physicians with high quality information on the full range of available treatment options and
health services will help ensure that our health system efficiently delivers the best possible
results for all patients.

» Support the release of Part D data to facilitate research on effective care. PhARMA
supports release of additional Part D data, including plan identifiers, plan-level benefit design
and formulary data (while, as CMS recognizes, protecting proprietary information, such as
rebates, important to the competitiveness of the market). This would be useful to support
research on patterns of care (especially when linked with Medicare A and B data), the impact
of alternative benefit designs on adherence and clinical outcomes, and can help improve care
for dual eligible beneficiaries. CMS should also make available an expanded number of
performance measures developed and endorsed by a multi-stakeholder consensus process.

Drug Development

As stated in the coalition’s May 11 letter, “the proper approach to achieve and sustain reduced
cost growth is one that will ... encourage the advancement of medical treatments, approaches
and science”, among other factors. An example is of innovation’s importance in achieving this
goal is found in Alzheimer’s Disease. Today, Medicare beneficiaries with Alzheimer’s disease
account for 34% of Medicare spending, even though they constitute only 12.8% of the

16 Biotechnology Research Continues to Bolster Arsenal Against Disease with 633 Medicines in Development.” Accessed at:
http://www.phrma.org/images/110308%20biotech%202008.pdf on May 8, 2009.



population age 65 and older. According to a study by the Lewin Group'’, commissioned by the
Alzheimer’s Association, Medicare and Medicaid costs can be reduced by slowing the onset and
progression of Alzheimer’s disease. This could achieve annual Medicare savings of $51 billion
by 2015, $126 billion by 2025, and $444 billion by 2050. Annual savings in Medicaid spending
on nursing home care would also be significant — $10 billion in 2015, $23 billion by 2025, and
$70 billion by 2050. Today, biopharmaceutical companies have 67 medicines in development
for the treatment of Alzheimer’s.

> [Initiatives to improve the efficiency of drug development.

The cost and challenges of new drug development continue to increase as the disease

areas targeted for new drugs are more complicated, our understandmg of them is less complete,
and as clinical trial and post-approval requirements increase.'® The biopharmaceutical research
sector is continually retooling to seek more efficient drug development and to exploit new
scientific opportunities. Companies' efforts to improve the development process have

been especially intensive in recent years. There are a number of initiatives that can complement
this ongoing intensive work throughout the sector. These initiatives, many of them broadly
collected under FDA's Critical Path Initiative, include:

» Expanding the development and utilization of biomarkers through public-private
partnerships, such as the Biomarkers Consortium;

 Encouraging the development and use of new trial designs (such as adaptive designs and
designs for targeted populations and sub-populations based on genetic markers or
specifically defined and measured disease states);

e Encouraging incorporation of standard of care real world data for illustrating novel
treatment benefit; and

» Fostering better utilization of post-approval methods for further elucidation of benefit and
risk.

» Acceleration of the development and adoption of personalized medicine. Incorporating
personalized medicine into the fabric of the healthcare system can help resolve embedded
inefficiencies, such as trial-and-error dosing, poor adherence to therapy, avoidable
hospitalizations, late diagnoses, and care that is reactive rather than proactive
preventative therapy. Moreover, personalized medicine offers better targeting of therapies to
those who can benefit from their use by allowing the best matching of a patient and a
medicine. For example, economists at the FDA have estimated that the use of a genetic test
to properly dose the blood thinner warfarin could prevent 17,000 strokes and 85,000 “serious
bleeding events” each year and avoid as much as 43,000 visits to the emergency room.'® If
the 2 million people that start taking warfarin each year were to be tested at a cost of $125 to
$500 per patient, the overall cost savings to the healthcare system would be $1.1 billion

17 “Saving Lives. Saving Money. Dividends for Americans Investing in Alzheimer’s Research,” The Lewin Group, March 2005, Prepared for

the Alzheimer’s Association.

18 Tufts University Center for the Study of Drug Development, Growing Protocol Design Complexity Stresses Investigators, Volunteers, Tufts

Impact Report (Jan./Feb. 2008), available at http:/csdd.tufts.edu/_documents/www/Doc_309_65_893.pdf,

19 McWilliam A, Lutter R, Nardinelli C. Health Care Savings from Personalizing Medicine Using Genetic Testing: The Case of Warfarin. 2006
AEI-Brookings Joint Center; (Available ontine at: hitp://aei-brookings.org/publications/abstract.php?pid=1127)



annually. In addition, studies have found that hundreds of millions of dollars can be saved by
targeting cancer therapies based on specific genetic mutations. Through public-private
partnership efforts such as the Biomarkers Consortium and C-PATH Institute, industry,
academia and government can facilitate the evolution of the regulatory framework needed to
support the full development of personalized medicine.

Companies are working intensively to advance personalized medicine. This work’s
potential for improved patient outcomes and health care value can be supported by taking
additional steps, such as including consideration of personalized medicine in the HIT
infrastructure and codifying the HHS Personalized Health Care Initiative.

Expanding Access to Comprehensive and Competitive Prescription Drug Coverage

»> Assuring all Americans access to good prescription drug coverage — resulting in
negotiated savings for 47 million more Americans. Approximately 47 million Americans
are wholly uninsured - these individuals typically pay undiscounted retail prices at the
pharmacy counter. We support each and every one of these 47 million individuals gaining
insurance coverage that will include negotiation of savings on prescription drug prices. The
largest U.S. purchasers, such as PBMs, each negotiate for over 700 million prescriptions on
behalf of tens of millions of individuals. This allows them to achieve significant savings off
retail prices for the people they cover.
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SEIU’s Submission: Proposals to Bend the Cost Curve
June 1, 2009

SEIU recognizes that bending the cost curve will involve major changes in the operations of
healthcare institutions and these changes will have a major impact on our more than one
million healthcare members. Reducing unnecessary procedures, replacing paperwork with
electronic medical records, using health IT to improve work flow and shifting the emphasis to
prevention will allow our members to spend more time with their patients providing the right
care at the right time in the right setting. We understand that creating a more efficient

healthcare delivery system requires a strong partnership among organized labor, hospitals, and
physicians.

We also understand that a more efficient delivery system requires realignment of the
workforce—and in some cases, a reduced workforce. Fewer workers handling charts, but more
workers engaged in prevention. Less time spent on redundant tests and imaging but more time
on educating patients on wellness. The dislocation will be difficult; change always is. While we
must create pathways for our healthcare workforce to retrain and upgrade for the new jobs
and new opportunities, we cannot be afraid of the new face of healthcare. SEIU stands ready to
help our provider partners in developing the best trained and prepared workforce.

Our readiness to move forward is best judged by steps we have already taken in major
restructurings of the delivery system. SEIU actively supported the efforts of New York State’s
Berger Commission to “right size” the acute and long term care sectors. The Commission made
57 mandatory recommendations, affecting 81 acute care and long-term care facilities. The
acute care recommendations reconfigured 57 hospitals or one-quarter of all hospitals in the
State—with nine facilities being closed. Collectively, the Commission sought to reduce inpatient
capacity by almost 4,200 beds.

In addition, the Commission’s long-term care recommendations called for downsizing or closing
nursing homes targeting nursing bed reductions of approximately 3,000. In addition, the long-
term care recommendations contemplated creating more than 1,000 new non-institutional
slots. It is estimated that the capacity reduction outlined by Berger Commission would cut
23,400 hospital and nursing home jobs in New York State.

Our twelve-year long engagement in the Kaiser Labor Management Partnership helped Kaiser
to move from a $250 million dollar loss in 1996 to a position of market leadership. The 55,000
union members within the Kaiser system have supported and implemented the host of work
process and technological changes that has moved Kaiser into a position of being recognized as
one of the premier healthcare delivery system in the country. SEIU has been Kaiser's strongest
partner in this process.



Today, SEIU is involved in a host of pilots and demonstrations around the country on cost
reductions. For example, our public employee members in California receive their health
benefits through CalPERS. CalPERS has undertaken a pilot program designed to improve health
care quality, enhance service, and reduce costs. CalPERS will partner with Blue Shield of
California, Catholic Healthcare West (CHW), and Hill Physicians Medical Group to implement
the pilot starting January 2010. SEIU also represents most of the healthcare workers at Catholic
Healthcare West. The program will create an integrated health care model that aligns
incentives among our public employee members, the health plan, hospital system, and medical
group. The providers have also agreed to be at financial risk should the pilot’s cost reduction
goals fall short of expectations. All SEIU/CalPERS members who live or work in Sacramento,
Placer, and El Dorado counties are eligible for the pilot program, even if they are currently
enrolled in one of the other CalPERS health plans. Blue Shield anticipates that the 12-month
pilot will succeed in keeping the 2010 total cost of health care trend flat (or negative) as
compared to the 2009 projected cost of health care in the targeted three county region.

SEIU was an aggressive supporter of President Obama’s $30 billion healthcare information
technology commitment in the American Recovery and Reinvestment Act. We understood its
importance as a down payment on healthcare reform and we understood that without
significant modernization of the delivery system we could not afford to expand coverage. We
also understand that any modernization will change the way our members deliver care and will
dislocate many workers from their current jobs. The 2005 Rand study estimated a $70 billion
savings from full implementation of health IT. Most of the savings comes from re-engineered
work flow leading to a 10% reduction in average length of stay. Building on the Rand study,
SEIU calculates the job loss from full implementation of health IT to be roughly 630,000.

SEIU’s specific initiatives (see below) are directed at the primary and long term care sectors. We
believe these initiatives can make a significant impact on shifting America on to a path of

affordable healthcare. We are also firmly committed to working with our hospital and physician
partners to create the most flexible, responsive and efficient healthcare workforce in the world.

Initiative A. - Expanding Home and Community Based Services

Definition/description: Our long-term care system provides the most expensive care in the least
desirable setting — not occasionally, but as a matter of default. While long-term services and
supports are not the driver of Medicaid spending, the demographic changes over the next two
decades present a challenge for state budgets that demands our attention. Resetting our long-
term care system is also crucial if we are to have the infrastructure necessary for truly
integrated Medicare and Medicaid covered services.



We know that consumers strongly prefer home and community based services (HCBS) over care
in an institution. We also know that the average total public expenditure on a recipient of HCBS
waiver services who is nursing home eligible is approximately $44,000/year less than for a
person receiving institutional services. State Medicaid programs can support approximately
three adults with physical disabilities in the community for every one person in a nursing
facility.

While it is clear that a well-developed HCBS program can limit institutional costs and help states
moderate the cost of Medicaid spending overall, most states need additional federal resources
to pursue such a strategy. The theory behind this proposal is to provide states with temporarily
increased federal matching payments for HCBS expenditures, based on the degree of system
imbalance. Our initial thoughts are that the proposal would be structured as follows:

e States where less than 25% of LTC spending is devoted to HCBS would receive a five

percentage point boost in federal matching rates for HCBS; and
e States where HCBS spending makes up between 25% and 49.9% of LTC spending would
receive a two percentage point boost in federal matching rates for HCBS.

In exchange, for the higher FMAP, states would agree to adopt certain structural reforms in the
administration of their Medicaid program. State level experience shows that success on
containing costs depends on nursing home diversion, which in turn depends on whether a state
has adopted the programmatic and structural changes needed for this more person-centered
approach. The federal government can use the Real Choices Systems Change Grants or the
Medicaid Transformation Grants to obtain both technical and financial assistance in
implementing the structural changes that reinforce a program of diversion and increased
consumer choice:

® Mission statement of a community based long term care system that allows
beneficiaries to receive services in a setting of their own choosing.
Consolidated program administration/budget authority.
Presumptive eligibility.
Case management.
Uniform assessment.
Single entry point.
Nursing home conversion programs.
Collection of encounter and other data needed for more accurate budgeting and for
development of quality standards.
e Adoption of federal quality measures.

At the same time, states would develop and implement more aggressive nursing home
diversion program. States would be free to increase diversion through either waivers or state
plan amendments permitted under the new 1915(i) waiver, amended to increase income
eligibility and expand the scope of services.

-3-



There are possible variations to this proposal. States that are balanced could receive an FMAP
increase as well, perhaps the one percentage point suggested by Senate Finance Committee
(this adds costs). The increased FMAP can be applied to new HCBS cases (this reduces costs
significantly in the early years, but is difficult to administer, especially in the out-years).

Estimated Impact: Our model demonstrates that an across the board FMAP increase combined
with an ambitious yet realistic goal of increasing nursing home diversion by 3 percentage points
annually yields net savings for the health care system of $43 billion (526 billion in net federal
savings and $16 billion in net state savings) over ten years. These savings are calculated based
on current population growth, utilization and disability rates.

Initiative B -~ Medicare and Medicaid Chronic Care and Prevention

Definition/description: Medicare and Medicaid Chronic Care and Prevention using community
health teams. This initiative would develop coordinated care within the traditional fee-for-
service Medicare program. Community health teams—are comprised of care coordinators,
nurse practitioners, social and mental health workers, nutritionist among other providers. The
CHTs would work closely with primary care physicians to manage and execute care plans
developed by the physician. Each patient would receive a care plan—those that are healthy, at
risk (overweight, pre-diabetic, and those with chronic disease). The CHTs would work with
these patients to provide primary preventive services (diet, exercise, nutrition counseling) and
coordinate care for chronically ill patients. These teams would provide transitional care for
patients (as they enter a hospital, nursing home) and work closely with patients at home and in
the community. The initiative would allow other payers such as Medicaid, CHIP, private health
plans and self-insured employers to contract with the teams to prevent disease and manage
patients with chronic health care conditions.

Estimated Impact: Likely substantial. The functions performed by the CHTs incorporate the
functions (transitional care, close integration of care coordination and the physicians’ office)
that have been shown empirically to reduce costs—on net on the order of 4 to 8 percent.

Initiative C - Post Acute Care Payment Reform

Definition/description: In the summer of 2009, 200 nursing homes across four states will begin
participating in a three-year Medicare Nursing Home Value Based Purchasing Demonstration
that will provide incentive payments to high-performing and rapidly-improving nursing homes.
Facilities will receive quality scores based on their staffing levels, staff turnover rates, rates of
potentially avoidable rehospitalizations, quality measure outcomes and performance on state

inspection surveys. The Demonstration will allocate 80% of any Medicare savings above a 2.3%
-4-



savings threshold to qualifying skilled nursing facilities. (Incentive payments are capped at 5%
of total Medicare expenditures.) Medicare retains any savings below the 2.3% threshold and a
portion of the savings beyond the 2.3% threshold. This option proposes to expand the program
nationwide beginning in Fiscal Year 2013.

Estimated Impact: SEIU’s estimate assumes savings of 2.3% of total annual Medicare nursing
home spending or $6 billion. Most of the savings to come from reduced rehospitalizations.
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Joint Statement

Washington, DC — “We are committed to working together to bend the health care cost
curve. Health care reform will not be sustainable unless the nation brings down the rate of
growth of health care spending. We are committed to doing our part to make reform
sustainable and to make the system more affordable and effective for patients and
purchasers.

“Our organizations are currently engaged in an intensive process to develop proposals to
reduce the rate of increase in future health care costs. And to be successful, we must take
action in public-private partnership. We look forward to offering cost-savings
recommendations in the weeks ahead.”

The participating organizations reaffirm their commitment as outlined in the May 11 letter
pledging to do our part to bring down health care costs: http://www.whitehouse.gov/assets/
documents/05-11-09_Health_Costs_Letter to_the President.pdf.

Media Contacts:

AdvaMed: Wanda Moebius AMA:; Katherine Hatwell, 202-789-7419
202-434-7240 Brenda Craine, 202-789-7447

AHIP: Robert Zirkelbach PhRMA: Mimi Simoneaux Kneuer
202-778-8493 202-835-3400

AHA: Alicia Mitchell SEIU: Lori Lodes

202-626-2339 202-351-1147



Coming Together to Bring Down the Cost of Health Care
Fact Sheet

RISING HEALTH CARE COSTS ARE BURDENING FAMILIES, BUSINESSES, GOVERNMENTS, AND THE
ECONOMY: For years, rising health care costs have been a burden on families, businesses, and the
entire economy. Since 2000, health insurance premiums have almost doubled and health care
premiums have grown three times faster than wages. These rising costs have eroded the financial
stability of all Americans as families have had to pay more for insurance coverage; have been
exposed to a greater risk of personal bankruptcy as deductibles and co-payments increase; and
have seen their actual benefits decrease as employers search for ways to rein in escalating health
care costs. As families and businesses have struggled with these rising costs, states have also been
forced to cut back on investments in areas that are critical to long-term prosperity such as higher
education and infrastructure. Overall, health care is consuming an ever-increasing amount of our
nation’s resources: at the current rate, health care will eat up more than 20 percent of GDP in
2018. Reforming health care is the key to restoring financial stability for American families and
businesses and for securing our fiscal future.

THE TIME TO ACT IS NOW: For too long, politics and point-scoring have prevented our country
from tackling this growing crisis. As we work our way out of an economic and financial crisis of
historic proportions, the American people are eager to put the old Washington ways behind them
and put us on a steady path toward a patient-centered health care system that reduces costs,
preserves an individual’s choice of doctor and plan and assures quality, affordable health care for
every American.

HEALTH CARE INDUSTRY LEADERS ARE NOW PLEDGING TO MAKE A MAJOR REDUCTION IN COST
GROWTH AS PART OF COMPREHENSIVE HEALTH REFORM: Today, we are seeing the beginning of
a change for the future as a wide array of leaders in the health care field — insurance companies,
hospitals, pharmaceutical companies, medical device manufacturers, and providers — have come
forward with a proposal that could save the country $2 trillion over the next 10 years. They are
proposing to take aggressive steps to cut health care costs that, if done in the context of
comprehensive health reform, will reduce the annual health care spending growth rate by 1.5
percentage points for the next 10 years.

As they take the steps they have outlined and as we work with Congress on health reform
legislation, our Administration will continue its commitment to reducing costs so we can achieve
similar savings. Working together, these initial steps, combined with enactment of comprehensive
health reform, could result in savings of roughly $2,500 for American families — savings consistent
with the President’s statements on the campaign trail. These are savings every American family
will see - and that will benefit our country for years to come.

These are important steps toward comprehensive health care reform both for the savings
identified and the improvements these efforts will make to health care delivery in our country.
Moreover, if groups as disparate as — AHIP, AMA, AHA, PhRMA, SEIU, and AdvaMed — can come
together around the cause of cost-cutting and greater affordability, the possibility for fundamental
reform in the weeks ahead is great.



HEALTH CARE INDUSTRY LEADERS ARE JOINING WITH THE ADMINISTRATION TO IMPROVE
EFFICIENCY AND QUALITY. Controlling spending is about more than just saving money, it must be
about ensuring that we provide the best patient-centered health care system that promotes
health and prevents iliness. As we do this, we need to reform our payment system to promote
efficiency and accountability while we eliminate waste and cost shifting; align incentives toward
quality care and healthy outcomes; encourage shared responsibility; reduce fraud and abuse; build
the base of information to undertake future program modernization; address the underlying
causes of unnecessary health care spending; and encourage care coordination, prevention, and
other services that are found to promote high quality, efficient health care.

THE ADMINISTRATION WILL BUILD UPON ITS BUDGET PROPOSALS TO ACHIEVE SAVINGS IN
MEDICARE AND MEDICAID. In the President’s FY 2010 Budget and the Recovery Act, there are
policy proposals that will improve the efficiency and quality of the Medicare and Medicaid
programs while reducing average annual spending growth and extending the life of the Medicare
Trust Fund. The Budget proposals aim to align incentives toward quality, promote efficiency and
accountability, and encourage shared responsibility. These proposals include:

¢ Improving Care after Hospitalizations and Reduce Hospital Readmission Rates. Nearly 18
percent of hospitalizations of Medicare beneficiaries are the result of the readmission of
patients who had been discharged from the hospital within the previous 30 days.
Sometimes the readmission could not have been prevented, but many of these
readmissions are avoidable with better discharge planning and follow-up care. To improve
this situation, hospitals will receive bundled payments that cover not just the
hospitalization, but care for the 30 days after the hospitalization. Hospitals with high rates
of readmission will be paid less if patients are re-admitted to the hospital within the same
30-day period. This combination of incentives and penalties should lead to better care
after a hospital stay and result in fewer readmissions — saving roughly $25 billion of wasted
money over 10 years.

¢ Reducing Medicare Overpayments to Private Insurers through Competitive Payments.
Under current law, Medicare overpays Medicare Advantage plans by 14 percent more on
average than what Medicare spends for beneficiaries enrolled in the traditional fee-for-
service program. The Budget proposes to replace the current mechanism to establish
payments with a competitive system in which payments would be based upon an average
of plans’ bids submitted to Medicare. This would allow the market, not Medicare, to set
the reimbursement limits, and save taxpayers more than $177 billion over 10 years, as well
as reduce Part B premiums.

¢ Reducing Drug Prices. The Administration proposed accelerating access to make affordable
biologic drugs available through the establishment of a regulatory, scientific, and legal
pathway for FDA approval of generic versions of biologic drugs. The Budget also proposed
bringing down the drug costs of Medicaid by increasing the Medicaid drug rebate for
brand-name drugs from 15.1 percent to 22.1 percent of the Average Manufacturer Price,
applying the additional rebate to new drug formulations, and allowing States to collect
rebates on drugs provided through Medicaid managed care organizations.



trillions of 2009 dollars

* Improving Medicare and Medicaid Payment Accuracy. The Government Accountability
Office (GAO) has labeled Medicare as “high risk” due to billions of dollars lost to
overpayments and fraud each year. The Centers for Medicare and Medicaid Services (CMS)
will address vulnerabilities presented by Medicare and Medicaid, including Medicare
Advantage and the prescription drug benefit (Part D). CMS will be able to respond more
rapidly to emerging program integrity vulnerabilities across these programs through an
increased capacity to identify excessive payments and new processes for identifying and
correcting problems.

e Expanding the Hospital Quality Improvement Program. The health care system tends to
pay for quantity of services not quality. Experts have recommended that hospitals and
doctors be paid based on delivering high quality care, or what is called “pay for
performance.” The President’s Budget will link a portion of Medicare payments for acute
in-patient hospital services to hospitals’ performance on specific quality measures. This
program will improve the quality of care delivered to Medicare beneficiaries, and save over
$12 billion over 10 years.

THE ADMINISTRATION LOOKS FORWARD TO HEARING UPDATES ON THE GROUPS’ PROGRESS

National Health Expenditures Under Two Scenarios
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The President
The White House
Washington, D.C. 20500

Dear Mr. President:

We believe that all Americans should have access to affordable, high quality health care services.
Thus, we applaud your strong commitment to reforming our nation’s health care system. The times
demand and the nation expects that we, as health care leaders, work with you to reform the health
care system.

The annual growth in national health expenditures—including public and private spending—is
projected by government actuaries to average 6.2% through the next decade. At that rate, the
percent of gross domestic product spent on health care would increase from 17.6% this year to
20.3% in 2018—higher than any other country in the world.

We are determined to work together to provide quality, affordable coverage and access for every
American. It is critical, however, that health reform also enhance quality, improve the overall
health of the population, and reduce cost growth. We believe that the proper approach to achieve
and sustain reduced cost growth is one that will: improve the population's health; continuously
improve quality; encourage the advancement of medical treatments, approaches, and science;
streamline administration; and encourage efficient care delivery based on evidence and best
practice.

To achieve all of these goals, we have joined together in an unprecedented effort, as private sector
stakeholders—physicians, hospitals, other health care workers, payors, suppliers, manufacturers,
and organized labor—to offer concrete initiatives that will transform the health care system. As
restructuring takes hold and the population's health improves over the coming decade, we will do
our part to achieve your Administration’s goal of decreasing by 1.5 percentage points the annual
health care spending growth rate—saving $2 trillion or more. This represents more than a 20%
reduction in the projected rate of growth. We believe this approach can be highly successful and
can help the nation to achieve the reform goals we all share.

To respond to this challenge, we are developing consensus proposals to reduce the rate of increase
in future health and insurance costs through changes made in all sectors of the health care system.
We are committed to taking action in public-private partnership to create a more stable and
sustainable health care system that will achieve billions in savings through:

* Implementing proposals in all sectors of the health care system, focusing on administrative
simplification, standardization, and transparency that supports effective markets;
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* Reducing over-use and under-use of health care by aligning quality and efficiency
incentives among providers across the continuum of care so that physicians, hospitals, and
other health care providers are encouraged and enabled to work together towards the highest
standards of quality and efficiency;

* Encouraging coordinated care, both in the public and private sectors, and adherence to
evidence-based best practices and therapies that reduce hospitalization, manage chronic
disease more efficiently and effectively, and implement proven clinical prevention
strategies; and,

* Reducing the cost of doing business by addressing cost drivers in each sector and through
common sense improvements in care delivery models, health information technology,
workforce deployment and development, and regulatory reforms.

These and other reforms will make our health care system stronger and more sustainable. However,
there are many important factors driving health care costs that are beyond the control of the
delivery system alone. Billions in savings can be achieved through a large-scale national effort of
health promotion and disease prevention to reduce the prevalence of chronic disease and poor
health status, which leads to unnecessary sickness and higher health costs. Reform should include a
specific focus on obesity prevention commensurate with the scale of the problem. These initiatives
are crucial to transform health care in America and to achieve our goal of reducing the rate of
growth in health costs.

We, as stakeholder representatives, are committed to doing our part to make reform a reality in
order to make the system more affordable and effective for patients and purchasers. We stand ready
to work with you to accomplish this goal.

Sincerely,

Stephen J. Ubl J. James Rohack, MD

President and CEO . President-elect

Advanced Medical Technology Association American Medical Association
boodhgnas /Bl

Karen Ignagni Billy Tauzin

President and CEO President and CEO

America’s Health Insurance Plans Pharmaceutical Research and Manufacturers of America
Rich Umbdenstock Dennis Rivera

President and CEO Chair, SEIU Healthcare

American Hospital Association Service Employees International Union
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