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Today We Will Discuss...

“State of the State” — Healthcare in Maine

What Will Drive Healthcare Costs in Maine

How the Business Community & Providers Can Impact
Those Drivers




About MaineHealth
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Largest healthcare system in Northern New England
$2+ billion in net revenue

Maine’s largest private employer — 17,500 employees

Serve 11 southernmost counties in Maine and Carroll County, NH

Committed to delivery system redesign and payment system redesign

“We are not better because we are bigger, we
are bigger because we are better.”

MaineHealth
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Our Vision: “Working together so our

communities are the healthiest in America’
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MaineHealth System
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“State of the State” — Healthcare in Maine

* The quality of care in Maine is amongst highest in country

e There are two Maines in healthcare

- Payor mix, burden of disease, physician supply, etc.

* All Maine hospitals are facing significant financial pressures
- 18 of Maine’s 37 acute care hospitals losing money
- Critical access hospitals are even under pressure

- Bond downgrades for our second and third largest health
systems
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“State of the State” — Healthcare in Maine

* Technology and the way medicine is practiced continues to
impact Maine’s healthcare system

- 40-year admission trends
- Inpatient/outpatient surgeries

- High-end procedures (e.g., hip replacements)

* Market has consolidated and will likely continue to do so
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So How About the Cost of Healthcare in Maine?

1. Maine providers are efficient relative to others — cost to produce

healthcare and use of healthcare

2. The cost that businesses and others pay (the cost to acquire
healthcare) is approximately 5% highest in the country

How can these two statements both be true?




Key Drivers of Healthcare Costs in Maine

#) The age of our population: Medicare cost shifting

csmme\ Our economy: Medicaid cost shifting and employer cost

=y shifting

‘ % Our burden of disease
\~,

»

e Our geography




Governmental Cost Shifting

PAYOR COST SHIFTING DIAGRAM

Maine Medical Center — Consolidated FY13

Payor Mix 100% 43% 14% 37% 6%
Medicare Medicaid Commercial Free Care
Ins./Other Bad Debt
Gross Gross
Revenue 100% $757M $248M $645M $100M Revenue
5141M Discount
Net Payment  51.9% Net Payment
Cost _513% $504M Payment| _ _ _ Cost
$389M Cost $127M Cost $331M Cost $51M
Cost
$315M Payment $90M
Payment
Profit (Loss) 0.6% ($74M) ($37M) $173M ($51M) Profit
% Payment
to Charge 42% 36% 78% 0%
% Payment
to Cost 81% 71% 152% 0%
M=Million

Total

$1,750M

$909M

$898M

$11M

52%

101%
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What Will Drive Healthcare Costs in Maine

¢ Costs to “Produce”
- Normal inflation — 60%-70% are wages and benefits

- Technology — redefinition of the service

* Costs to “Acquire”
- Increased governmental and employer cost shifting
- Increased utilization due to aging population/other

- Degradation of general health of population
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How the Business Community and Providers
Can Impact Cost Drivers

* Business Community

- NO MAS!to governmental cost shifting an economic development
imperative

Support providers in delivery system redesign

Continue financing system redesign

Double down... go “all in” with health improvement strategies

e Providers
- Continue to seek efficiencies
- Redesign delivery system

- Eliminate excess infrastructure costs?
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Questions?
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