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JouN A. KirzHABER, MD
Governor

June 3, 2013

Oregon Health Policy Board
Chair Eric Parsons
Vice-Chair Lillian Shirley

Dear Chair Parsons and Vice-Chair Shirley:

As you and the Board are well aware, beginning in 2014, the Affordable Care Act (ACA) will
significantly expand coverage to thousands of currently uninsured Oregonians and alter the
regulations governing the individual and small group markets. While the ACA makes historic,
nationwide changes in coverage expansion and the regulation of the individual and small group
markets, I believe there is an immediate need to focus on how to better align ACA
implementation activities with our current reform efforts. I want to ensure that our triple aim
goals of lower costs, better care and better health across all markets are achieved. To that end,
concurrent with the ACA, we have an opportunity to create an environment for the commercial
marketplace in Oregon that moves toward one characterized by models of coordinated care and
growth rates of total health care expenditures that are reasonable and predictable.

For this to occur, I am asking that by the end of this year, the Oregon Health Policy Board take
on the task of recommending to me and the Legislature, possible statutory and regulatory
changes necessary to ensure our triple aim goals are met. I would anticipate that such
recommendations would include, but not be limited to:

e strategies to mitigate cost shifting, decrease health insurance premiums and increase
overall transparency and accountability;

e opportunities to enhance the Oregon Insurance Division’s rate review process;

e alignment of care model attributes within PEBB and OEBB contracts;

o alignment of care model attributes within Cover Oregon’s qualified health plans.

Thanks to all of your hard work and leadership over the past several years, Oregon has made
significant progress in reforming its health care delivery system. Across the state, communities
have begun transforming to deliver more effective, efficient care. Critical partnerships are
developing to reward quality care, promote prevention and wellness and manage chronic
diseases and are building new networks, products and contracting models.

254 STATE CAPITOL, SALEM OR 97301-4047 (503) 378-3111 FAX (503) 378-6827
WWW.OREGON.GOV



Oregon Health Policy Board
June 3, 2013
Page Two

We have an amazing opportunity to leverage all of your great work with the implementation of
the ACA and I look forward to working with you to achieve further success.

Sincerely,

John A. Kitzhaber, M.D.
Governor

MIB/smg



Strategy 2: Move the marketplace toward a sustainable and fixed rate of
growth

The goal of this strategy is to contain health care costs, to improve the affordability and
sustainability of health care coverage, and improve Oregon’s economic climate by
measuring the true cost of the health care system. Oregon should formulate or endorse a
sustainable rate of growth methodology aimed at containing and lowering the total cost of
health care that includes, but is not limited to, costs for health care entities, individuals and
health plans.

OHA and OID should create a sustainable rate of growth workgroup that will develop an
accurate and stakeholder-driven sustainable rate of growth methodology for the total cost
of care and advise on related processes and timelines.

Recommended actions: by January 31, 2014, a sustainable rate of growth
workgroup is appointed and its charter is endorsed.

e OHA and OID establish a sustainable rate of growth workgroup to advise a
methodology development process.

e The workgroup members are appointed by and serve at the pleasure of the
Commissioner of OID and Director of OHA.

e OHAreports quarterly to OHPB regarding progress toward developing a
sustainable rate of growth methodology.

o The workgroup consults with stakeholders regarding the methodology and
related components of this strategy. Stakeholders include but are not limited
to the Oregon Health Leadership Council, the Oregon Student Public Interest
Research Group and the Oregon Business Association, PEBB and OEBB

Recommended actions: by December 31, 2014, a sustainable rate of growth
methodology is endorsed, measurement begins and potential accountability
mechanisms are recommended.

e Sustainable rate of growth measurement includes but is not limited to
measurements of health entities and health plan premiums year over year.

e OHA and OID ensure financial modeling is conducted, and that it shows the
potential effect of a sustainable rate of growth benchmark on different
market segments, the delivery system and overall financial implications.

e Because there is shared responsibility for the total cost of care, OHA and OID
explore the benefit of and make recommendations to the Governor’s office
and 2015 Legislature about potential mechanisms to hold health plans and
health entities accountable for cost increases beyond the sustainable rate of
growth benchmark.

Oregon Health Authority 8



Sustainable Healthcare Expenditures Workgroup
CHARTER

Authority

In a June 2013 letter, Governor Kitzhaber asked the Oregon Health Policy Board (OHPB) for
recommendations to better align Oregon’s implementation of the Affordable Care Act and
spread the triple aim goals—better health, better care, and lower costs—across all markets. In
addition to other items, the letter charged OHPB with providing recommendations which would
move the marketplace toward “growth rates of total health care that are reasonable and
predictable.”

In response, OHPB recommended in December 2013 that the Oregon Health Authority (OHA)
and Oregon Insurance Division (OID) establish a workgroup to establish a methodology for
calculating annual total health care expenditures.

Membership
The workgroup members are appointed by the Commissioner of OID and the Director of OHA.

The workgroup should include and/or consult with stakeholders representing consumers,
business, government, insurers, and providers.

Responsibility
The workgroup is charged with providing input to OHPB on the design and implementation of a

methodology for calculating annual total health care expenditures at various levels, including
statewide, regional, and the individual health care entity. Some of the key topics the workgroup
should consider include:

e Which expenditures should be included or excluded from the calculation?

e Which types of health care entities should be tracked?

e How should expenditures be adjusted for health status or population?

e What are the most appropriate data sources?

e Are there data gaps or additional data that need to be collected?

e What is a feasible timeline for the implementation of the methodology at each reporting
level (statewide, regional, and individual health care entity)?

OHA staff will provide workgroup members materials in advance of scheduled meetings in
order to ensure adequate review time and meaningful input.



Principles

At a minimum, the workgroup should ensure that its recommended policies and methodologies
are transparent, accurate, and feasible.

Timing/Schedule

The workgroup will hold meetings beginning in April 2014 and conclude in December 2014 or
when OHPB determines that the charter has been fulfilled, whichever is sooner. The meeting
sessions will serve as an opportunity for the workgroup to review and respond to proposals or
alternatives that address the design and implementation considerations outlined in the
Responsibility section above.

Staff Resources

Coordinator:

Mark Whitaker, Senior Financial Policy Analyst, Office of Health Analytics,
OHA, Mark.Whitaker@state.or.us, (503) 551-5489

Resources:

Gretchen Morley, Director, Office of Health Analytics, OHA

Russell Voth, Research and Data Manager, Office of Health Analytics, OHA

Lisa Angus, Director, Health Policy Development, Oregon Health Policy and Research, OHA
Gayle Woods, Senior Policy Advisor, Oregon Insurance Division


mailto:Mark.Whitaker@state.or.us

2014 Sustainable Healthcare Expenditures Workgroup Work Plan

April
Charter and workgroup membership
approved by OHPB

May
1st workgroup meeting
— Introductions
— Overview of charter, work plan,
deliverables
— Review of other states and
measures of total health care
expenditures

June
2nd workgroup meeting
— Discuss elements to include in total
health care expenditures
— Review existing data sources
— Discuss data gaps and potential
solutions
— Discuss phasing of measuring total
cost of care

July
Update OHPB on workgroup
3rd workgroup meeting
— Introduce and discuss straw model
for calculating statewide total
expenditures
— Review options for measuring
expenditures at the carrier and
provider level

August
4th workgroup meeting
— Discuss updated statewide straw
model
— Introduce and discuss straw models
and timelines for carrier and
provider expenditures

September

Update OHPB on workgroup

No workgroup meeting

Staff and/or consultant work on analysis of
proposed straw plans/models and draft
report

October
5th workgroup meeting
— Present draft findings, analysis of
proposed straw plans for
workgroup feedback

November
6th workgroup meeting
— Final findings, recommendations

December
Present final findings and recommendations
to OHPB
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Executive Summary

The purpose of this paper is to describe the methodology for calculating total health care expenditures
(THCE) for the Commonwealth of Massachusetts. Chapter 224 of the Acts of 2012 requires that the
Center for Health Information and Analysis (the Center) report on THCE each year to monitor the rate of
growth and measure the Commonwealth’s progress toward meeting its health care cost growth benchmark.

The Center’s approach to the THCE calculation aims to support its intended uses: analysis of state-level
expenditures and the annual growth rate as well as to support analysis of potential drivers of cost growth.
Toward that end, the Center’s THCE model uses data reported timely and directly by Massachusetts
commercial payers, the Centers for Medicare and Medicaid Services (CMS) and MassHealth, the
Massachusetts Medicaid program. Since the model was designed to meet specific statutory requirements,
it should be used only for Massachusetts-specific analysis and not for national comparison.

This paper provides background information on the Center’s legislative requirements regarding

the THCE calculation, discusses the objectives and intended uses of THCE, and presents the Center’s
methodological approach. This paper also describes the model’s elements and data sources, and a
comparison to other measures.

Based on the Center’s model, THCE for Massachusetts residents in 2011 was about $48.6 billion
($7,351 per capita). Expenditures from commercially insured populations accounted for 36% of THCE,
while expenditures from populations covered by public programs accounted for 59%. The net cost of
private health insurance accounted for 5% of THCE.

The Commonwealth’s initiative to link the growth in health care spending with the projected growth
in gross state product is a first-in-the-nation approach to health care cost reform. The calculation of
THCE represents an important opportunity for the Commonwealth to measure the progress of its cost
containment efforts. The Center will report for the first time on the growth of THCE in 2013 in its
Annual Report on the Massachusetts Health Care Market in August of 2014,

Massachusetts Total Health Care Expenditure Methodology
Center for Health Information and Analysis



Background

The establishment of a health care cost growth benchmark that is inked to the performance of
Massachusetts’ economy is a key element of the Commonwealth’s overall efforts to improve the
quality and efficiency of the health care delivery system. In August 2012, Governor Deval Patrick
signed into law Chapter 224 of the Acts of 2012: An Act Improving the Quality of Health Care
and Reducing Costs through Increased Transparency, Efficiency and Innovation (Chapter 224), a
comprehensive approach aimed at realizing these goals. This legislation also created the Center
for Health Information and Analysis (the Center), an independent state agency responsible for
collecting and analyzing data from health care payers, providers and provider organizations. The
Center monitors the Massachusetts health care system and publishes its findings in analyses and
reports.

To better understand health care spending in Massachusetts, the Center will calculate total health
care expenditures (THCE) for the state. The year-over-year growth in THCE per capita will be
compared to the health care cost growth benchmark to evaluate the success of cost containment
efforts. This benchmark is established annually by the Health Policy Commission (the Commission)
and is tied to each year’s rate of growth in potential gross state product.

THCE is a measure of total spending for health care in the Commonwealth. Chapter 224 defines
THCE as the annual per capita sum of all health care expenditures in the Commonwealth from
public and private sources, including: (i) all categories of medical expenses and all non-claims
related payments to providers, as included in the health status adjusted total medical expenses
(TME) reported by the Center; (ii) all patient cost-sharing amounts, such as deductibles and
copayments; and (iii) the net cost of private health insurance, or as otherwise defined in regulations
promulgated by the Center.'

The Center is required to publish the results of THCE analysis at least thirty days in advance of
public hearings on health care cost trends, conducted by the Commission. The information in the
Center’s report will inform the public hearings and possible future action by the Commission.

1" Defined in M.G.L. c. 12C, Section 1.

Massachusetts Total Health Care Expenditure Methodology
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Objectives

The calculation of THCE is designed to serve two primary objectives outlined in Chapter 224. First,
THCE will be used to measure the financial performance of the Massachusetts health care system. On a
statewide level, the THCE calculation will illustrate year-over-year trends in health care spending in the
Commonwealth. The annual growth in THCE will be compared with each year’s health care cost growth
benchmark to determine whether the Commonwealth has met its cost containment efforts.

Second, the components of THCE will support analysis of expenditures at the payer, provider and provider
organization level, allowing for more detailed understanding of cost drivers in the Commonwealth. As
required by the statute, the Center will perform ongoing analysis of the data it collects to identify any
payers, providers, or provider organizations whose increase in health status adjusted TME is considered
excessive, and who may jeopardize the ability of the state to meet the health care cost growth benchmark.
In such cases, the Center will notify the Commission which, beginning in 2015 may pursue further action,
including implementation of performance improvement plans.

Approach

In consultation with key stakeholders, health policy experts, actuaries, and other state agencies, the
Center sought to develop a methodology that is consistent with the stated objectives of THCE. To meet
these objectives, data sources must be precise to capture payer and provider-level cost growth, but also
comprehensive enough to represent the total health care spending of Massachusetts residents.

Toward that end, the Center determined that data sources should meet specific criteria. First, the data
must be accurate, meaning that the data should be consistently reported and tracked each year. The
Center prioritized data that was reported directly by financing agents (i.e. public and private payers) and
reflective of actual, not projected, expenditures. Second, it is critical that data sources are available within
the specific time frame in which the Center must calculate and publish THCE. Third, data sources should
support analysis at the health care entity level. In addition to the state-level analysis, this data must allow
for payer, provider and provider organization-specific growth rate analysis. As the Center is required

to identify health care entities? that threaten the Commonwealth’s ability to achieve the benchmark, it

is imperative that the data sources used can support this level of detail. These standards are intended to
ensure that the THCE model is driven by accurate, timely, comprehensive and actionable data.

2 Health care entity is defined as a provider, provider organization or carrier in M.G.L. c. 6D, Section 1.

Massachusetts Total Health Care Expenditure Methodology
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Initial and Final Assessments

The Center must publish its report on THCE, including an assessment of whether the rate of growth in
THCE met the health care cost growth benchmark, by September 1* of each year. This timeline impacts
the model design and approach, as claim payment amounts are not finalized until several months after the
close of the calendar year. As such, the THCE timeline does not provide enough time for full claims run-
out, provider quality and cost performance evaluation, and financial settlements. Thus, in order to report
on THCE within the timeline required, estimates of claims run-out and provider settlements will need to be
incorporated in the calculation of THCE. In recognition of this use of estimated data, the Center will first
develop an initial assessment and later complete a final assessment of THCE for the performance year.

The initial assessment will be included in the Center’s Annual Report on the Massachusetts Health
Care Market which will be released by September 1* of each year to meet the statutory deadline. This
assessment will be comprised of TME-sourced aggregate payer-reported data with up to four months of
claims run-out MassHealth data, CMS-sourced Medicare data, and supplemented by claims completion
and settlement estimates obtained directly from the payers.

The final assessment will be released 12 months after the initial assessment and will be a refined version
of the model, incorporating up to 16 months of claims run-out and settlements. Claims analysis from
the All Payer Claims Database (APCD) will also be used to enhance model calculations for the final
assessment. The final assessment will contain the same elements as the initial assessment, but will serve
to update the findings.

Timeline

THCE model development, refinement, and release are based on data availability and statutory deadlines.
The Center will report for the first time on the growth of THCE in 2013 in its Annual Report on the
Massachusetts Health Care Market in August of 2014. A sample timeline for 2014-2016 can be seen
below:

Initial 2013 Benchmark Assessment
Lk o Data Source for Commercial Insurance:
Report . }
August 2014 2012 Final TME (available May 2014)
2013 Preliminary TME (available May 2014)
Final 2013 Benchmark Assessment Initial 2014 Benchmark Assessment
CHIA Annual . .
. Data Source for Commercial Insurance: Data Source for Commercial Insurance:
2012 TME + APCD (available Dec 2013) 2013 Final TME (available May 2015)
August 2015
2013 TME + APCD (available Dec 2014) 2014 Preliminary TME (available May 2015)
Final 2014 Benchmark Assessment Initial 2015 Benchmark Assessment
CHIA Annual . .
Report Data Source for Commercial Insurance: Data Source for Commercial Insurance:
2013 TME + APCD (available Dec 2014) 2014 Final TME (available May 2016)
August 2016
2014 TME + APCD (available Dec 2015) 2015 Preliminary TME (available May 2016)

Massachusetts Total Health Care Expenditure Methodology
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THCE Model Elements

A critical element of THCE is data that can be reliably and timely sourced year over year. Accordingly, the
Center has identified certain data elements and sources to best meet its statutory requirement. In the broadest
view, these sources can be categorized as representing the three components of Massachusetts health care
expenditures: commercial insurance, public coverage and programs, and the net cost of private health
insurance.

These three categories are further broken down to their individual elements and sourcing. The dollar amounts
from these categories are then applied to the Census Bureau-reported population for the reported year to
establish a THCE per capita value. Detailed information on the model elements as discussed below are
accompanied by a summary of the calculation based on 2011 data for reference purposes. An example of the
calculation and supporting schedules are included in the Data Appendix.

Commercially Insured

In accordance with the requirements of THCE, the model includes expenditures by commercial payers on

behalf of Massachusetts residents, including both the fully-insured and self-insured populations. For the initial
assessment, the primary data source is TME-reported data, which is filed directly with the Center by the ten
largest commercial payers in the Massachusetts market. The TME data includes claims and non-claims payments
for the previous calendar year, based on up to four months of claims run-out and incorporates completion factors
as necessary. Payers submit this data based on “allowed amounts,” which include paid medical claims as well

as patient cost-sharing, such as co-payments, co-insurance and deductibles. As such, the TME data captures the
health care expenditures of commercial payers and their members.

In some circumstances, payers are only able to report claim payments for limited medical services due to
benefit design, where some services such as behavioral health or pharmacy services may be “carved out” or
provided separately from the other medical services. In these instances, payers are unable to obtain the payment
information and do not hold the insurance risk for the carved-out services. Thus, payers will report this type

of TME data separately in the commercial partial-claim category.’ To estimate the full TME amount for the
commercial partial-claim population, the Center will make actuarial adjustments based on the reported partial-
claim TME data. These adjustments will be made by first calculating partial-claim TME per member per month
(PMPM) and the PMPM amount for each service category using each payer’s zip-code level TME data.* Next,
the Center will calculate full-claim TME, adjusted to reflect the risk scores of the TME partial-claim population
by payer and the PMPM amount by service category. For service categories where the PMPM amount of the
partial-claim population exceeds that of the adjusted PMPM amount of the full-claim population, the reported
amount will be used. For the remaining service categories, the PMPM amount will be adjusted to represent the
same proportion of TME as the full-claim population, with excess non-claims redistributed to the other service
categories. It is anticipated that the partial-claim population is primarily from the payer’s administrative service
only (ASO) business for the self-insured accounts, in which non-claim based payments are uncommon. If

the PMPM amount for each service category of the partial-claim population is less than that of the full-claim
population adjusted to partial-claim risk scores, the Center will use the adjusted full-claim PMPM amount for all
service categories.

3 Please see the Center’s regulation 957 CMR 2.00 for the submission requirements of TME data.

4 As defined in 957 CMR 2.00, service categories of TME data include: hospital inpatient, hospital outpatient, professional physician,
professional other, pharmacy, other, and non-claim payments.

Massachusetts Total Health Care Expenditure Methodology
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To include expenditures from the commercial payers with smaller market shares in Massachusetts that
are not required to submit TME data, the Center will utilize expense information from medical loss ratio
(MLR) reports filed with the Centers for Medicare and Medicaid Services (CMS). Only commercial
payers with established Massachusetts contracts will be included in the calculation, as THCE is intended
to capture health care expenditures for Massachusetts residents only. To estimate the proportion of

the reported spending that applies to Massachusetts residents, the Center will use hospital-reported
discharge data to estimate the proportion of hospital inpatient charges that are non-Massachusetts
residents. This proportion will then be applied to the reported spending to exclude the estimated
proportion of expenditures on behalf of non-Massachusetts residents. This approach ensures that THCE
includes expenditures from all private health insurance plans that are licensed to sell health insurance in
Massachusetts.

The final THCE assessment will incorporate TME data augmented with the member and payment
information from the APCD. Commercial payers submit this data directly to the Center on a monthly basis.
Due to the claims adjudication and data quality assessment processes, the information from the APCD is
not available at the time of the THCE initial assessment.

A summary of 2011 total spending for the commercially insured is presented below.

Category Data Source 2011 Total Spending

Commercially Insured

Commercial Full-Claim Reported by commercial payers to the Center $12,524,696,882

Reported by commercial payers to the Center

plus actuarial estimates for carve out categories $4,921,258,426

Commercial Partial-Claim

Non-TME Filers Actuarial estimation from CMS Medical Loss $42 067,019
(with Massachusetts contracts) | Ratio Annual Reporting data, 2011 e
Total Commercially Insured $17,488,022,328

Note: Please see Data Appendix for detailed information.

Massachusetts Total Health Care Expenditure Methodology
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Public Coverage

In addition to expenditures by private health insurance carriers and their members, THCE will also
include expenditures from public coverage and programs, including MassHealth Managed Care
Organizations (MCOs), Commonwealth Care MCOs, MassHealth, Medicare, Health Safety Net
(HSN), Medical Security Program, and Veteran Affairs. Further detail on each public program and its
data source is described below.

MassHealth MCOs / Commonwealth Care MCOs

MassHealth is a state-run public health insurance program for certain eligible low-income residents

of Massachusetts. It is Massachusetts’ Medicaid program and Children’s Health Insurance Program
(CHIP) combined into one. MassHealth is a joint state and federal insurance program that offers various
coverage types based on eligible members’ income, health status, and other factors. In Massachusetts,
Medicaid-eligible residents can choose to enroll in a MassHealth MCO which is a private health plan
that contracts directly with providers and manages the care of its members.

Commonwealth Care is a complementary state insurance program which provides coverage to low and
moderate income residents up to 300% of the federal poverty level, who otherwise do not have health
insurance through MassHealth. The plans are offered by several private health insurance companies.
For the purposes of calculating THCE, the primary data source for both MassHealth MCOs and
Commonwealth Care MCOs will come from these private health insurance companies who file TME
data and APCD claims data directly with the Center.

The primary data source for both Medicaid MCO and Commonwealth Care MCO expenditures is the
TME data filed with the Center. Commercial payers who offer these two types of health insurance plans
are required to submit this data to the Center annually. Under the Patient Protection and Affordable
Care Act, Commonwealth Care will end in 2014, as eligible members will qualify for other public
programs or premium tax credits.’ The expenditures from these programs will be included in the THCE
calculation in future years.

MassHealth

Many MassHealth members receive health coverage through a MassHealth managed care provider.
Alerntively, members may elect to participate in the MassHealth managed Primary Care Clinician
(PCC) Plan. Some members, in specific situations, may enroll in non-managed care plans, which are
referred to as the Fee-for-Service (FFS) plans. For MassHealth PCC members, their mental health
and substance abuse services are covered through the Massachusetts Behavioral Health Partnership
(MBHP), a managed behavioral health plan.

5 Commonwealth Care will end when the Affordable Care Act takes effect on January 1, 2014. Some Commonwealth Care members will qualify
for a new MassHealth program called CarePlus offering benefits similar to Commonwealth Care. Others may qualify for federal and state
financial assistance to help pay for Qualified Health Plans purchased through the Commonwealth Health Insurance Connector Authority.

Massachusetts Total Health Care Expenditure Methodology
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In addition, MassHealth offers two types of managed care programs for eligible seniors: the Senior Care
Options (SCO) program and the Elder Service Plans as part of the Programs of All-inclusive Care for the
Elderly (PACE/ESP). SCO is a comprehensive health plan that covers all of the services reimbursable
under Medicare and MassHealth through a senior care organization and its network of providers. The
SCO program covers an integrated and complete package of health care and social services for eligible
low-income seniors aged 65 or older. The PACE/ESP program, which functions as both provider and plan,
provides comprehensive medical and social services to eligible members aged 55 or older so that they can
live in their own homes and communities instead of in nursing homes.

The Center will work closely with MassHealth to calculate expenditures of these MassHealth programs
including patient cost-sharing and the non-claim based payments made to providers.

Medicare

Medicare is a health insurance program for people age 65 or older, people under 65 with certain
disabilities, and people of all ages with End-Stage Renal Disease. The Medicare data source available for
use in the Center’s THCE calculation varies depending on the type of Medicare program.

Medicare Part A covers inpatient hospital services, skilled nursing services, home health care, and
hospice care. Medicare Part B provides coverage for physician services (e.g. office visits and surgeries),
laboratory tests, and durable medical equipment (e.g. wheelchairs and walkers). Medicare beneficiaries
can also obtain prescription drug coverage through the Medicare Prescription Drug Plan (Part D)
offered by private companies or as part of a Medicare Advantage plan. The primary data source for
Massachusetts beneficiaries’ expenditures on Medicare Parts A, B and D will be summary statistics
provided to the Center by CMS.

The Medicare Advantage Plan (Part C) is a type of Medicare health plan offered by a private health
insurance company that contracts with Medicare to provide beneficiaries with all Part A and Part B
benefits. Most Medicare Advantage plans also include prescription drug coverage. The primary data source
for the Medicare Advantage plans will be the TME data and the APCD claims data that are submitted
directly to the Center by commercial payers offering these products

Health Safety Net

The Health Safety Net (HSN) pays acute care hospitals and community health centers for medically
necessary health care services provided to eligible low-income uninsured and underinsured Massachusetts
residents. The HSN also reimburses Massachusetts acute hospitals for a portion of the cost of emergency
department services provided to uninsured patients when the patients’ accounts prove uncollectable. The
primary data source for these expenditures will be the HSN annual report.

Massachusetts Total Health Care Expenditure Methodology
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Medical Security Program

The Medical Security Program (MSP) is for Massachusetts residents who are receiving unemployment
insurance benefits. The MSP provides assistance with the cost of existing health insurance premiums or by
covering the cost of actual medical expenses. The primary data source for this element will be the reported
annual expenditures from the Department of Unemployment Assistance.

Veterans Affairs

Veterans Affairs covers health expenditures made on behalf of veterans living within Massachusetts. The
primary data source for this element will be the annual reported expenditures of “Medical Care” by the
National Center for Veteran Analysis and Statistics.®

A summary of 2011 total spending for public coverage is presented below.

Category Data Source 2011 Total Spending

Public Coverage
MassHealth MCOs / Com-
monwealth Care MCOs

MassHealth (PCC, FFS, PACE, ' Sourced from MassHealth’s claims data warehouse
SCO, and Other) (CY2011)

Reported by commercial payers to CHIA $3,124,152,459

$9,314,764,088

Medicare Advantage Reported by commercial payers to CHIA $2,636,484,159
Medicare Parts A and B CMS data summary to CHIA $10,473,706,952
Medicare Part D CMS data summary to CHIA $1,853,261,954
HSN FY2011 Payments HSN financial report $418,000,000
Medical Security Program Department of Unemployment Assistance (SFY11) $163,217,554

National Center for Veteran Analysis and Statistics

Veterans Affairs (FY11)

$845,264,446

Total Public Coverage $28,828,851,613

6 Spending Information from Veterans Affairs is available at htp://www.va.gov/vetdata/Expenditures.asp
(accessed: December 10, 2013)

Massachusetts Total Health Care Expenditure Methodology
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Net Cost of Private Health Insurance

The third component of THCE is the net cost of private health insurance (NCPHI).” This element
captures the costs to Massachusetts residents associated with the administration of private health
insurance. Chapter 224 defines NCPHI as “the difference between health premiums earned and benefits
incurred, which shall consist of: (i) all categories of administrative expenditures, as included in medical
loss ratio regulations promulgated by the Division of Insurance; (ii) net additions to reserves; (iii) rate
credits and dividends; and (iv) profits or losses, or as otherwise defined by regulations promulgated by the
Center under chapter 12C.” The Center will calculate NCPHI for all Massachusetts residents, both those
who are covered by private health insurance licensed by the Massachusetts Division of Insurance (DOI),
and those obtaining coverage through out-of-state insurance plans. NCPHI will also include residents
enrolling in private managed care plans of Medicare and Medicaid, but will exclude out-of-state residents
covered under Massachusetts-based insurance plans.

Because of substantial differences among segments of the Massachusetts health insurance market,
NCPHI will be calculated on a PMPM basis separately for the five different market segments: (1) merged
market; (2) large group fully-insured; (3) Medicare Advantage; (4) Medicaid MCOs and Commonwealth
Care; and (5) self-insured. Each segment’s PMPM amount will then be multiplied by the Massachusetts
population in each segment to derive the total NCPHI. The methodology and data sources for the
calculation of NCPHI for each market segment are described below.

Merged Market

The merged market includes both individual and small group markets.® Data for administrative expenses
in this market will be sourced from the Massachusetts medical loss ratio (MMLR) reports, filed directly
by insurance carriers with DOI. This data is reviewed by DOI and serves as the basis for actual rebates to
consumers. For the merged market, NCPHI will be calculated as the direct premium earned less incurred
claims less rebates paid plus allowable fraud deduction expense.

NCPHI=
Direct Premium Earned-Incurred Claims -Rebate+Allowable Fraud Deduction Expense

NCPHI
NCPHI PMPM=
(Life Years *12)

7 The methodology of calculating NCPHI described in this section is developed by the Center’s actuarial consultant from Oliver
Wyman Company.

8 M.G.L. c. 1767 allows individuals to purchase coverage in the small group health insurance market (creating the “merged

market”) and applies the small group insurance laws to both small group and individual plans. An employer whose has 1 to 50
employees is eligible to purchase insurance in the small group market.

Massachusetts Total Health Care Expenditure Methodology
Center for Health Information and Analysis
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Large Group Fully-Insured Market’

The Center will utilize the Supplemental Health Care Exhibit (SHCE) from the National Association of
Insurance Commissioners to derive the NCPHI of the large group fully insured market.! The SHCE is
available sooner than federal MLR reports, meeting the Center’s timeline for the initial THCE calculation.
The data elements that will be used in the calculation are detailed below:

NCPHI=

Health Premiums Earned+Net Reinsurance Premiums Earned+Other Premium Adjustments~+Risk
Revenue - Total Incurred Claims+Deductible Fraud & Abuse Expense -Net Reinsurance Claims
Incurrred -Other Claims Adjustments -Estimated Rebates Unpaid Current Year

NCPHI
(Member Months)

NCPHI PMPM=

Medicare Advantage

Medicare Advantage, Medicaid MCO and Commonwealth Care MCO plans are not separately reported in
SHCE. Therefore, the Center will use the Exhibit of Premiums, Enrollment and Utilization page (State Page 29)
of each insurance carrier’s Annual Statutory Financial Statements for the state of Massachusetts, for those
carriers that file the Health Annual Statutory Financial Statement.!! The formula will be:

(Health Premiums Earned -Amount Incurred for Provision of Health Care Services)
(Current Year Member Months)

NCPHI PMPM=

There will be a minimum medical loss ratio requirement for Medicare Advantage plans starting in 2014.
The Center will reconsider the data source for the calculation of NCPHI for Medicare Advantage plans
at that time.

Medicaid MCO / Commonwealth Care MCO

The Center will utilize a similar approach to that used for the Medicare Advantage program to calculate the
NCPHI for Medicaid MCOs and the Commonwealth Care MCOs. The information from the Health Annual
Statutory Financial Statements will be used to calculate the PMPM amount of NCPHI for Medicaid MCOs
and Commonwealth Care MCOs.

9 In the calculation of NCPHI, a large group means an employer with more than 51 employees.

10 1n the future, the Center may use “Annual Comprehensive Financial Statement for Carriers’ Insured Health Plans” as filed with
DOI once the availability and quality of the data meet the THCE reporting requirements. The Center will work closely with DOI to
ensure the data meets the requirements of NCPHI calculation.

11 Each applicable insurance carrier’s Annual Statutory Financial Statement State Page 29 (Massachusetts) will be used to derive
NCPHI for Medicare Advantage. This data source reconciles to the audited nationwide financial statement (page 7), allowing for
validation of accuracy.

Massachusetts Total Health Care Expenditure Methodology 11
Center for Health Information and Analysis



For the first year of THCE, the Center will assume that Commonwealth Care NCPHI PMPM will be similar
to Medicaid MCOs, as no separate Commonwealth Care data source could be determined. The proportion
of the population enrolled in Commonwealth Care will be applied to this amount. The Commonwealth Care
program will be eliminated in 2014, so the future THCE calculation of this population’s NCPHI will only
include Medicaid MCOs and other applicable MassHealth programs.

(Health Premiums Earned -Amount Incurred for Provision of Health Care Services)

NCPHI PMPM=
(Current Year Member Months)

Self-insured

The NCPHI in the self-insured market will be calculated using the SHCE, which will meet the Center’s
timeline for THCE calculation. The formula will be:

Income from Fees of Uninsured Plans

NCPHI PMPM= (Member Months)

For future years, the Center will consider using self-insured data that is filed with DOI. At this time,
however, DOI has expressed that the data quality may be a concern.

A summary of NCPHI for 2011 is presented below.

Category | Data Source | 2011 Total Spending
Net Cost of Private Health Insurance
Merged Market Massachusetts Medical Loss Ratio Reports $427,705,805
Large Group Supplemental Health Care Exhibit $730,460,344
Medicare Advantage Annual Statutory Financial Statement $299,117,420
Medicaid MCO/Commonwealth Care  Annual Statutory Financial Statement $323,645,004
Self-insured Supplemental Health Care Exhibit $468,616,025
Total NCPHI $2,249,544,596

A summary of the THCE model for 2011 is presented below.

Category 2011

Total Public and Private Spending $46,316,873,940
Net Cost of Private Health Insurance $2,249,544,596
Total Health Care Expenditures $48,566,418,537
Total Massachusetts Population (2011) 6,607,003
Total Health Care Expenditures Per Capita $7,351

Massachusetts Total Health Care Expenditure Methodology
Center for Health Information and Analysis
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Health Care Expenditures Not in THCE

The Center acknowledges that there are certain important elements of health care spending that have not
been included in the THCE model due to the lack of available data. As previously discussed, the model
was developed to meet the specific purpose of calculating total health care expenditures of Massachusetts
residents that can be accurately tracked year over year, based on data that is available within the time
parameters of the THCE calculation. Listed below are some of the elements that are not included:

Payments from dental insurance including patient cost-sharing

Some dental insurance carriers have submitted their data to the Center’s APCD, but this data has not yet
been validated. The Center will work with dental insurance carriers to ensure data quality and accuracy.

Payments from vision insurance including patient cost-sharing

There is no data available on vision insurance that is regularly reported by insurance carriers and for which
the data requirements and quality meet the need of the THCE calculation.

Workers” Compensation

Workers” Compensation is a type of insurance paid by employers to provide benefits (e.g. wage replacement
and medical expenses) to employees who become ill or injured on the job. Workers’ Compensation is
normally financed through state insurance funds (i.e. Workers” Compensation Trust Fund), private insurance,
and self-insurance. The medical expense data from Workers” Compensation is not collected by the Center’s
APCD. Available data on Workers’ Compensation is neither current nor released regularly and therefor does
not meet the reporting timeframe of THCE.

Out-of-pocket spending for services not covered by health insurance

Patients’ out-of-pocket payments to providers that are not covered by health insurance are not included in

the THCE model due to the lack of a data source. Some examples include spending for non-prescription
drugs, over-the-counter non-durable medical products and equipment, cosmetic procedures and payments by
individuals to long-term care providers and in some cases payments to behavioral health providers. Payments
for services that exceed a patient’s annual maximum insurance benefit are similarly not included in THCE
due to a lack of data source.

Health insurance offered or administered by out-of-state insurance companies

Health care expenditures for Massachusetts residents covered by a self-insured plan administered by an out-
of-state third party administrator or by a fully-insured plan offered by an insurance carrier that is not licensed
to sell insurance in Massachusetts are not included. The Center has no ability to collect information from
these out-of-state insurance companies and third party administrators.

Other government programs

Due to data timing and availability, expenditures from certain government programs are not included in the
THCE model. Examples of these programs include: TriCare from the Department of Defense, Indian Health
Services, Substance Abuse and Mental Health Services Administration (SAMHSA), and similar programs.

The Center intends to consider adding these elements in the future if accurate and timely data sources can be
identified. In addition, the Center plans to consider other means of assessing spending in areas such as out-of-
pocket expenditures for non-covered services by conducting periodic surveys and trends analysis outside of
the THCE measure.

Massachusetts Total Health Care Expenditure Methodology 13
Center for Health Information and Analysis



Other Measures of Health Care Expenditures

The Center recognizes that there are other existing measures of health care expenditures, such as the
CMS-reported National Health Expenditure Accounts (NHEA) and the state level of that report, State
Health Expenditure Accounts (SHEA). These reports are broader in scope, capturing elements of health
care expenditures that go beyond those included in the Center’s THCE calculation. The differences in
scope can be attributed to different purposes for which the measures were designed.

As part of the NHEA, SHEA gathers expenditure information through industry and household surveys
supplemented by Medicare and Medicaid data and is intended to allow for comparisons of health
expenditures from state to state and national trends over time. Therefore, it includes a broader array

of elements than are included in the THCE model. Some of these differences include certain hospital
revenues (e.g. donations, investment income, and research grants), self-pay nursing facility revenues, and
other categories mentioned above. In contrast, the Center’s THCE model has been designed for the specific
purposes of monitoring state health care cost growth and identifying cost drivers which may threaten the
Commonwealth’s ability to meet the health care cost growth benchmark.

The NHEA and SHEA reports are based, in part, upon surveys of the health care industry that are
conducted in a comprehensive manner on a five-year basis with partial revisions made during the
intervening years. There is also a lag in the reporting timeframe of NHEA and SHEA releases. As an
example, SHEA is released on a five-year basis and the reported year lags three years behind the release
year (e.g. 2009 data was released in 2012). The Center compiles the data for the THCE model on an annual
basis with the information reported directly from identifiable public and private sources, to facilitate
tracking the growth in health status adjusted TME at a payer, provider and provider organization-specific
level.

Massachusetts Total Health Care Expenditure Methodology
Center for Health Information and Analysis
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Conclusion

The Commonwealth’s initiative to link the growth in health care spending with the projected growth in
gross state product is a first-in-the-nation approach to health care cost reform. The calculation of THCE
represents an important opportunity for the Commonwealth to measure the progress of its cost containment
efforts. This type of evaluation is essential as Massachusetts continues to develop innovative solutions to
health policy challenges.

Prepared by:

Po-Yu (Alex) Lai, Director of Health System Finance; Nathan Bosdet, Health Policy Analyst; Caitlin
Sullivan, Senior Health Policy Analyst; and Steve McCabe, Deputy Executive Director.
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Glossary of Terms

Total Health Care Expenditures (THCE): The annual per capita sum of all health care expenditures

in the Commonwealth from public and private sources, including: (i) all categories of medical expenses
and all non-claims related payments to providers, as included in the health status adjusted total medical
expenses reported by the Center for Health Information and Analysis (Center); (ii) all patient cost-sharing
amounts, such as deductibles and copayments; and (iii) the net cost of private health insurance, or as
otherwise defined in regulations promulgated by the Center.

Health Care Cost Growth Benchmark: The projected annual percentage change in total health care
expenditures in the Commonwealth, as established by the Health Policy Commission.

Total Medical Expenses (TME): Total Medical Expenses is the total cost of care for a patient population
based on allowed claims for all categories of care including both medical claims and all non-claims
payments, expressed on a per member per month (PMPM) basis.

Net Cost of Private Health Insurance: The difference between health premiums earned and benefits
incurred, which shall consist of: (i) all categories of administrative expenditures, as included in medical
loss ratio regulations promulgated by the Massachusetts Division of Insurance; (ii) net additions to
reserves; (iii) rate credits and dividends; and (iv) profits or losses, or as otherwise defined by regulations
promulgated by the Center for Health Information and Analysis.

All Payer Claims Database (APCD): The All Payer Claims Database is a database administered by
the Center and contains medical, pharmacy, and dental claims and member information for insured
Massachusetts residents. Claims-level information is collected from commercial payers, Medicare,
and Medicaid.

Growth Rate of Potential Gross State Product: A projected annual growth rate of the Commonwealth’s
economy. The Secretary of Administration and Finance and the House and Senate Committees on
Ways and Means jointly develop a growth rate of potential gross state product for the ensuing calendar
year, which shall be agreed to by the Secretary and the Committees.

Massachusetts Total Health Care Expenditure Methodology
Center for Health Information and Analysis
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The Expenditure Analysis

The Vermont Health Care Expenditure Analysis is required under V.S.A. §
9375a.

The analysis is prepared annually. The report is intended to be a tool to
inform policy-makers and the public about health care spending.

The Vermont Health Care Expenditure Analysis presents two separate
reports 1) health care spending for services delivered in Vermont; and
2) for services provided to Vermont residents within Vermont and in
other states.



Two Different Spending Analyses

The report reflects two perspectives:

{ )
| !

1) the Resident analysis, L
payers’ premium spending or,‘

Vermont Residents ;

OOS residents at
VT providers

2) and the Provider analysis, 5‘|

all net revenues received by Vermont
Providers for services rendered.

VT residents
atVvT
providers

VT residents
at 00S
providers

Because some Vermonters obtain
health care out/of/state (OOS) and
some non-Vermonters come to
Vermont for care, both of these
analytical constructs are necessary to
manage and /or understand health
care spending.




How the analyses differ

Type of Difference

Resident Analysis

Provider Analysis

Populations, Patient Care

Vt Residents in state
care

\/

\/

Vt Resident out of state
care

\/

Out of state patients in
state care

Reporting differences
related to time, reporting,
and classifications

Fiscal year issues
related to reporting

Accounting differences

Taxonomy differences

< |2 |2 |

\/
\/
\/




Heath Care Expenditures by Resident and
Provider spending views

RESIDENT PROVIDER
PAYERS (As reported by Payers) (As reported by Providers)
Out-of-Pocket $715,744 $754,614
Private Insurance $1,886,087 $1,799,528
Medicare $1,062,423 $1,185,028
Medicaid $1,278,551 $1,184,036
Other Government $181,101 $246,034
TOTAL SPENDING $5,123,906 $5,169,240
PROVIDER SERVICES
Hospitals $1,980,596 $2,289,345
Physician Senvices $673,351 $572,645
Dental Senices $193,793 $260,597
Other Professional Senices $166,539 $229,428
Home Health Care $94,882 $113,259
Drugs & Supplies $629,871 $714,160
Vision Products & DME $111,332 $110,251
Nursing Home Care $292,882 $265,017
Other/Unclassified Health Senices $43,577 $33,539
Admin/Net Cost of Health Insurance $356,086 n.a
Government Health Care Activities $580,998 $580,998
TOTAL SPENDING $5,123,906 $5,169,240

All dollar amounts are reported in thousands - Multiply expenditures by 1,000 to arrive at the full expenditure amount.

)

)




Heath Care Expenditures by Resident and
Provider spending views

Resident Average Annual Growth 4.5%

$4,925 $4,983 $5,124
$4,100 $4,380 i
(%]
c
.2
2007 2008 2009 2010 2011 2012
Provider Average Annual Growth 4.5%
$5,028 $5,169
$4,142 $4,432 $4.663 palle
(%)
C
2

2007 2008 2009 2010 2011 2012



Annual change in spending as measured
by Resident and Provider analyses

Resident Average Annual Growth 4.5%

6.6% 7-3%

7%
3.2% 2.8%
| = 0

2007 2008 2009 2010 2011 2012

Provider Average Annual Growth 4.5%

6.7% 7.0%
5.2% 4.8%
2 9% l 2.8%
2007 2008 2009 2010 2011 2012

Note: Use caution in interpreting year-to-year differences in health care spending or
between resident and provider analyses.




2012 Highlights of Vt EA
Resident Analysis

 Total Vermont Resident health care expenditures for
2012 were $5.1 billion.

[ This is an increase of $141 million over 2011.

d Vermont Resident expenditures grew 2.8% in 2012. This
compared with a growth of 1.2% in 2011.

O Vermont grew 4.5% annually for the period 2007 to 2012.
O The U.S. annual average for this period was 4.1%.

O Vermont health care spending as a % of GDP (18.8%) remains higher
than the U.S. level of 16.8%.



What are the National Health Expenditures?

The National Health Expenditure Accounts (NHEA) are the official
estimates of total health care spending in the United States.

Since 1960, the NHEA measures annual U.S. expenditures for health care
goods and services, public health activities, government administration,
the net cost of health insurance, and investment related to health care.
The data are presented by type of service, by source of funding, and by
type of sponsor.

The NHEA is prepared by CMS, the Office of the Actuary, and National
Health Statistics Group.

State provider and resident data are prepared only every 5 years because
the primary source of data is the quinquennial Economic Census.
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National Health Expenditures reported at different levels

N
H
E

moxI

OI7

-Hospital
-Professional Services
-Physician and clinics
-Other professionals
-Dental
-Other health, residential, and personal care
-Home Health
-Nursing care facilities and continuing care retirement communities
-Retail outlet sales of medical products
-Prescription drugs
-Other medical products
-Durable medical equipment
-Non-durable medical equipment

PHC plus:
-Administration and the net cost of private insurance
-Public health activity

HCE plus:

-Investment
-Research
-Structures

-Equipment

NHE=National Health Expenditures HCE=Health Consumption Expenditures PHC=Personal Health Care

Source: National Health Statistics Group, Office of the Actuary, Centers for Medicare & Medicaid Services
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Key Findings

:  National Health Personal

2012 i Health Consumption Health

i Expenditures | Expenditures Care
: VT U.S. VT U.S. VT uU.S.
Total (billions) nla $2,793 $5.1 $2,633 $4.2 $2,360
Per Capita :  nla $8,915| $8,149 $8,404: $6,659 $7,533
Annual Change (2011-2012) P nfa 3.0%] 24% @ 31%] 22% 3.1%
Avg Annual Change (2008-2012) nla 3.0% 3.7% 3.1%; 4.1% 3.2%

Share of Gross State/DomesticProducti nfa 17.2%; 18.8% 16.8%

15.3% 15.1%

National Health Personal

2011 i Health Consumption Health

Expenditures | EXPenditures Care
' VT u.sS. VT u.S. VT UsS.
Total (billions) nfa $2,693 $5.0 $2,535 $4.1 $2271
Per Capita nfa $8,658; $7,955 $8,150: $6,513 $7,303
Annual Change (2010-2011) n/a 2.9% 1.1% 2.8% 2.8% 2.9%
Avg Annual Change (2007-2011) n/a 3.1% 4.7% 3.3% 5.4% 3.4%

Share of Gross State/Domestic Product: nfa 17.3%{ 18.8% 16.8%

154% 15.1%

Note: VT data is from Resident Analysis.
U.S. actual data is from CMS 1/7/2014
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What is the rate of growth in Vermont
compared with the U.S.?

Health Spending Growth

14%

12% — ,A\

10% \\\
8% /\

6% 3\
\ S\
\'4

2% \\//

0%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

e \/T us

Source: US data from CMS Health Consumption Expenditures
VT data from VT Healthcare Expenditures Analysis




Health care inflation results in a growing share of gross
state product dedicated to health care

Vermont’s
health care
expenditures as
a percentage of
GDP/GSP
continues to be
higher than the
US average.

Percent
25

20

15

10

VT Health Care GSP Annual Growth

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

mvVT

143

15.3

15.5

16.0

16.9

171

17.9

19.3

191

18.8

18.8

ou.s.

144

15.0

15.1

151

15.2

154

15.8

16.9

16.9

16.8

16.8




What has been the per capita rate of growth

in Vermont compared with the U.S.?

$9,000
$8,000
$7,000
$6,000
$5,000
$4,000
$3,000
$2,000

Per Capita Health Spending Growth

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

BVT OUS

Source: US data from CMS Health Consumption Expenditures

VT data from VT Healthcare Expenditure Analysis
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Comparison to selected measures

6.0%

5.0%

4.0%

3.0%

2.0%

1.0%

0.0%

Average Annual Growth Between
2004-2012

Wages Per Capita Personal Income Expenditures

EVT OUS

Source: US data from CMS Health Consumption Expenditures

US Dept of Labor, Bureau of Labor Statistics
VT data from VT Healthcare Expenditure Analysis
VT Dept. of Labor, Economic & Labor Market Informations
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Vt. Resident Highlights, continued

d Private insurance spending increased 2.0% ($36
million).

d Medicaid spending increased 6% ($68 million) from
2011.

0 Government Health Activities account for $47 million of Medicaid growth.

d Medicare showed the lar%est increase in spending with
a growth of 7.1% ($71 million) over 2011.

O Part D (Drugs & Supplies) increased 22%.

O Medicare Pareto analysis shows 5% of the population consumes 45% of
health care.

16



Vt. Resident Highlights, continued

d Out of pocket shows little change while other
%/overnment spending shows a $34 million decrease for

ermont State Hospital reclassification and lower
FQHC spending.

d Changes in Payers spending from 2007-2012 showed
Medicare had the largest growth in spending followed
by Medicaid.

17



What are the sources of funds
for Vermont Residents?

2012 Resident Payers

30
% 14%

25%

37%

21%
[1OOP M PrivateIns. M Medicare M Medicaid [Other Gov't

$5.123 billion



Who paid for the cost increase?

Expenditures in
Private
Insurance
increased more
slowly than
public payer
spending.

Resident Payer Change from 2011-2012

Private, $36

Medicaid, $68

Medicare, $71

Out-of-Pocket, ($0)

Other Govt, ($34)

Total, $141

($60) ($40) ($20) $0  $20  $40  $60  $80  $100  $120

$140

Millions

$160
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What services were bought

From 2011 to 2012 total
Vermont health care
expenditures increased
$141 million to $5.1
billion.

Hospitals and mental
health & other
government activities
expenditures explain
the majority of the
total spending
Increase.

with the increase?

Resident Service Category Change from 2011-2012

Total $141

Dental/Vision/ DME/
OtherUnclass. ($13)

Other Prof. ($10)

Insurance Admin/ Surplus

($5)
Nursing Home/ Home
Health $15
Mental Health & Other
Govt Activities $39
Drugs & Supplies $23
Physicians $11
Hospitals $81
($40) ($20) $0 $20 $40 $60 $80 $100 $120 $140 $160

Millions
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Providers are funded very differently
depending upon the service they provide

Vermont Resident Health Care Expenditures
by Type of Funding (2012)

In 2012, health care

expenditures were Total

financed 51% by Dentists

E;i;fate payers and P9 i‘hiZf’CF:!sz
o by government . et cost of.

payers. Other*

Hospitals

. h Nursing Homes
However, notice the Home Health

funding differences  covt Health Act.
by various provider 0% 25% 50% 75% 100%

types . BGovernment Share @Private Share

*QOther includes services rendered by other professionals, durable medical equip. suppliers, vision providers, and
other misc. providers
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How have payers changed in 5 years?

% - average annual growth

Out of Private Other
Pocket Insurance Gov't
4.3% 3.3% 1.3%
$1,601 $1,886
$579 $716 - $170 $181
R
2007 2012 2007 2012 2007 2012
Total
Medicare Medicaid 4.5% 510
6.0% 5.8% $4,109
$795 $1,062 $964 $1,279
1 /1 B
2007 2012 2007 2012 2007 2012




What are Medicare funds buying?

Medicare grew
$71 million or 7%
over 2011.

Medicare hospital
spending is 51% of
the funding,

2012*
drugs & supplies

accounts for
another 15%.

* Estimated

Medicare Spending

0

$100,000

$200,000

$300,000

$400,000

$500,000 $600,000
Thousands

OAdmin/Net Cost*

@ Other**

M Drugs & Supplies*

B Home Health

ONursing Home

B Physician

@ Hospitals

** Other includes services rendered by other professionals, durable medical equip. suppliers, vision providers, and other misc. providers.
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What are Medicaid funds buying?

Medicaid grew $68
million or 6% over
2011.

Medicaid’s
Government Health
Activities accounts ,,,
for the majority of
spending. This
category includes
mental health &
community based
services, MCO and
AHS.

Medicaid Spending

@ Govt Health Act.

O Admin/Net Cost*

@ Other**

W Drugs & Supplies*

B Home Health

ONursing Home

B Physician

W Hospitals

S0 $100,000 $200,000 $300,000 $400,000 $500,000  $600,000
Thousands

* Estimated
* Other includes services rendered by other professionals, durable medical equip. suppliers, vision providers, and other misc. providers.
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What types of services are included in
Government Health Activities?

2012 Government Health Care Activities

In 2012, home and
R ity based co mvesiments
mental health l
i rlome & Communy -
Services accounted Based Mental Retardation
i ulion, el e i
while mental health CRT & Day Treatment |
in clinics. rehab Other Mental Health/
/ Substance Abuse -
treatment and day o
i rlome & Communty ||
treatment services Based Care
i ot about s oner [
$100 million of the ]
total $543 million Other F
Spent On T i T T T T T T )
($25) $0  $25  $50  $75 $100 $125 $150 $175
government health N
B Millions
activities.
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Health Insurance Coverage Profile Vermont

Residents 2010-2012

Category
Private Insured Market
Non-group
Large Employer group
Small Employer group
Association
Self-insured Employer Plans
Federal Employees Health Benefit Plan & Military
VT residents covered under insurers outside VT

Catamount Health
Private Insured Market
Government Coverage
Medicaid
Medicare

Government Coverage
Uninsured

Total Vermont Population

Note: 2012 reflects new updated sources not previously available

2010 2011 2012
4,872 4,466 4,014
62,120 64,849 63,859
23,688 27,000 22,829
79,902 74,192 64,777
96,565 107,434 109,747
271,929 25,760 31,273
61,796 51,358 51,358
12,607 13,900 14,069
369,479 368,959 361,926
122,096 123,263 113,891
86,610 86,775 108,395
208,706 210,038 222,286
47556 47,434 44,568
625,741 626,431 628,780

The changes in Gov’t
coverage are due to
better data in 2012,
not necessarily a
shift in enrollees.

{
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What does the Pareto Analysis show?

A small percentage of
the population
consumes a relatively
large proportion of
health care resources.

For the Vermont
Medicare population in
2011, 5% of the
population consumed
45% of the health care

spending.

Medicare Spending is Highly Concentrated
in a Small Group of Beneficiaries
Vermont & U.S.

100%
90%
80%
70%
60%
50%
40%
30%

Percent of Total Expense

—

20%
10% _1
0%

Top 1%

|
Bottom 50%

Top 5% Top 10% Top 50%

Population Percentile

B2011 VT Medicare Population 02009 U.S. Total Population

Pareto Analysis - VT Medicare 2011 data, U.S. Medicare 2009 data from CMS; U.S. total from MEPS 2009

27



2012 Highlights of Vt EA
Provider Analysis

d Total Vermont Provider health care expenditures for 2012
were $5.2 billion.

1 This is an increase of $142 million over 2011.

d Vermont Provider expenditures grew 2.8% in 2012. This
compared with a growth of 4.8% in 2011.

O Vermont grew 4.5% annually for the period 2007 to 2012.
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Provider Highlights, continued

 Hospital and physician spending represents 55.5% of
total provider spending in 2012.

O Changes in provider spending from 2007-2012 showed drugs &
supplies grew the most, followed by hospitals and other professional
services.

[ The migration of physicians from private practice to
hospitals has grown over the last several years.

O Hospital employed physicians make up about 17% of the community
hospital spending.

[ Physician full time equivalents increased from 947 in 2007 to 1207 in
2012.
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Provider Highlights, continued

U Fletcher Allen Health Care accounts for 43% of the
hospital spending in Vermont.

d Vermonters also rely heavily on Dartmouth Hitchcock
Medical Center for hospital care.

d Almost 8,000 Vermonters (15% of total Vermont discharges) use
DHMC for inpatient care.

d Vermonter spending is a significant portion of DHMC ‘s budget.

d When Vermonters go out of state for care, they tend to
use more complex and expensive out-of-state hospital
services.

O An average adjusted care mix discharge for out of state discharges is
$21,044 versus $15,648 for Vermont.
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expenditures growth rate in Vermont?

What is the provider health care
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Annual Health Care Expenditure Growth

2012




What accounts for the spending increase?

From 2011 to 2012
total provider
spending increased
$142 million to $5.2
billion.

Hospital
expenditures
account for the
majority of the
Increase in
spending, followed
by government
health activities.

Vermont Health Care Expenditures-Provider
Change from 2011 to 2012 by Service Category

Total, $142
Govt Health Activities,
$39
Other*, $17
Drugs & Supplies, $18
Nursing Home/ Home
Health, $4
Other Prof., $8
Physicians, $4
Hospitals, $52
$b $éO $£‘10 $éO $éO $1‘00 $£20 $1‘40 $1‘60

* Other includes services rendered by other unclassified professionals, medical equip. suppliers, vision providers,
and other misc. providers
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What has been the growth
in provider categories?

% - average annual growth

Hospitals Physicians Drugs & Supplies Govt Health Activities
5.5% 1% 5.6% 5.3%
$2,289
$1,748
$571 $573 $543 $714 $449 $581
2007 2012 2007 2012 2007 2012 2007 2012
Total
Nursing Home/ Home 4.5%
Health 3.0%
$378 $5,169
*
Other Prof. Other $4.142
5.5% 4.2%
$326
$176 $229 $329 $404
2082 —— 2007 2012 2007 2012 g 2

* Otherincludes servicesrendered by dentists, other unclassified professionals, medical equip. suppliers, vision providers, and other misc.
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Fletcher Allen Health Care (FAHC) accounts for about

half of the hospital spending in Vermont

There are eight
Critical Access
Hospitals
(CAH) in
Vermont.

CAHisa
Medicare
reimbursement
designation that
recognizes small
rural hospitals
with less than
25 inpatients on
any given day.

4%

Critical Ac

Non-(

VSH, Retreat and VA,

cess, 8%

ritical Access,
13%

FAHC, 19%

0% 20%

40%

Relative Share of
Total Provider Spending
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Millions

Vermont Community Hospitals & Physician Expenditures
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The increase in physicians employed by hospitals
explains some of the growth in hospital budgets.
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Vermonters seeking care in New Hampshire rely heavily on

In 2011, 22% of
Vermont’s 51,449
resident inpatient
discharges were at
out-of-state
hospitals.

While 83% of the
out-of-state
discharges (9,372)
were in New
Hampshire,

7,978 of these were
at Dartmouth
Hitchcock Medical
Center.

Dartmouth Hitchc

ock Medical Center

2011 Inpatient Discharges
In-Migration of Non-VT Residents to VT Hospitals
Out-Migration of VT Residents to Non-VT Hospitals

9,372
4,838
Bin-Migration
Oout-Migration
1,095 671 861 638
- | [ |
Massachusetts New Hampshire New York Other States*

Source: 2011 Vermont Uniform Hospital Discharge Data Set (NH data not complete, used average of 2008 & 2009 & 2010) Does not include newborns.

Notes: All figures exclude discharges from the VA hospital and records with missing charges
*VT residents use hospitals in other states , but reporting on this is currently unavailable.
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Typically, services cost more for Vermonters when they go
out of state, even after adjusting for severity of illness

2011 Vermont Inpatient Hospital Migration

Average Average Ave. Chgs

Discharges | Total Charges| Charges DRG Wt* | Care Mix Adj.
TotaI.Vermont Residentsin Vermont 40,121 $824.112.846 $20,541 131 $15.648
Hospitals
Total Out-Migration (Vermont

11,328 426,982,463 37,693 1.79 21,044

Residents in Out-Of-State Hospitals) ' $426,982, $37, 2,
R uration) (Out-of-State 6,339 $187,597,337 $29.504 | 167 $17,721
Residents in Vermont Hospitals)
Net Out-Migration 4,989 $239,385,126 $47,983

Source: 2011 Vermont Uniform Hospital Discharge Data Set (NH data not complete, used average of 2008 & 2009 &
2010) Does not include newborns.

* DRG weights indicate the relative costs for treating patients during the prior year. For example, a DRG with a
weight of 2.0 means that charges were historically twice the national average whereas a DRG with a weight of
0.5 was half the national average.

Vermont % of Vermont % of
Residents discharges Hospitals discharges
YT ReeleR s 1n- $824,112,846 66%| $824,112,846 81%
State
VT Residents
42 2,4 4%
Out-of- State $426,982,463 34%)
Out-of-State $187,597,337 19%)
Residents
Total
. $1,251,095,309 100%| $1,011,710,183 100%
Discharges




Future Plans for
Vermont Expenditure Analysis

d VHCURES will provide much greater detail for the analysis of
Vermont Resident spending.

d Truven/Brandeis contract work in progress is designed to provide
“drill down” looks.

O Provider categories will be greatly expanded
O Primary care vs. specialty care
O Mental health centers
O Inpatient vs. outpatient care
O Richer detail to examine expenditures
0 Unique populations
O Number of patients receiving services
Q Utilization type

[ Site of service

d Initial draft reports due in April

0 Includes some comparisons with other data sources
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Future Plans for
Vermont Expenditure Analysis

4 Why is this information useful?

O Provides greater level of detail
d Allows more unique looks at patients and providers

O Provides standard comparisons across payers

d What are our next steps once this information is received?

O Understand the data; understand the findings
O Identity areas of further study
O Begin to build data base structure

d How should this information be used with other ongoing
analyses?
O Forecasting
O Payment reform

O Budgeting

3%



Detailed data tables



2012 Vermont Health Care Expenditures - Resident Analysis

All dollar amounts are reported in thousands

Percent Private Vermont State &
of Total Total Out-of-Pocket Insurance Medicare Medicaid Other Federal Local

Hospitals 38.7% $1,980,596 $169,682 $904,845 $539,636 $266,955 $96,012 $3,465
Community Hospitals 36.3% $1,862,229 $169,682 $889,362 $535,749 $266,955 $314 $166
Veterans Hospital 1.9% $99,544 $0 $3,665 $0 $0 $95,698 $181
Psychiatric Hosp: State 0.1% $3,563 $0 $445 $0 $0 $0 $3,118
Psychiatric Hosp: Private 0.3% $15,260 $0 $11,373 $3,887 $0 $0 $0
Physician Services* 13.1% $673,351 $86,715 $336,562 $119,491 $116,184 $13,944 $456
Dental Services 3.8% $193,793 $129,023 $43,698 $0 $20,380 $29 $663
Other Professional Services 3.3% $166,539 $25,954 $85,676 $23,727 $31,164 $16 $2
Chiropractor Senices 0.3% $15,722 $2,450 $10,948 $1,516 $808 $0 $0
Physical Therapy Senices 0.7% $37,049 $5,774 $21,800 $6,675 $2,795 $4 $0
Psychological Senices 1.0% $51,553 $8,034 $22,015 $2,801 $18,697 $4 $2
Podiatrist Senices 0.1% $4,941 $770 $2,219 $1,561 $390 $0 $0
Other 1.1% $57,274 $8,926 $28,693 $11,174 $8,473 $8 $0
Home Health Care 1.9% $94,882 $12,290 $1,894 $57,885 $20,127 $1,641 $1,045
Drugs & Supplies 12.3% $629,871 $134,757 $272,171 $159,824 $62,397 $782 ($61)
Vision Products & DME 2.2% $111,332 $62,732 $14,267 $24,616 $9,714 $2 $2
Nursing Home Care 5.7% $292,882 $89,559 $4,805 $72,988 $115,768 $1 $9,761
Other/Unclassified Health Services 0.9% $43,577 $5,032 $140 $17,908 $4,549 $1 $15,948
Admin/Net Cost of Health Insurance 6.9% $356,086 |N/A $222,030 $46,349 $87,707 $0 $0
Government Health Care Activities** 11.3% $580,998 |n.a. $0 n.a. $543,606 $13,808 $23,585
TOTAL VERMONT EXPENDITURES 100.0% $5,123,906 $715,744 $1,886,087 $1,062,423 $1,278,551 $126,235 $54,866
Percent of total expenditures 100.0% 14.0% 36.8% 20.7% 25.0% 2.5% 1.1%

* Hospital-employed physician practices are included in the Physician Services category in the Resident Matrix.
** See Government Health Care Activities in this report for further detail.

N/A
n.a.

Payer reported data
Allocations estimated from VT specific data
Amounts imputed from National Health Expenditures or other indirect sources

Not Applicable
Not Available
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2007-2012 Vermont Resident Health Care Expenditures

All dollar amounts are reported in thousands - Multiply expenditures by 1,000 to arrive at the full expenditure amount.

2007-2012
2011-2012 Average
Annual Annual
PAYERS 2007 2008 2009 2010 2011 2012 Change Change
Out-of-Pocket $579,321 $595,542 $693,932 $701,454 $715,787 $715,744 0.0% 4.3%
Private Insurance $1,600,787 | $1,686,526 | $1,765,562 | $1,875,532 | $1,849,761 | $1,886,087 2.0% 3.3%
Medicare $795,103 $842,766 $896,231 $953,599 $991,815 | $1,062,423 7.1% 6.0%
Medicaid $963,730 | $1,060,444 | $1,155,724 | $1,186,524 | $1,210,509 | $1,278,551 5.6% 5.8%
Other Government $169,878 $195,086 $190,379 $207,693 $215,196 $181,101 -15.8% 1.3%
TOTAL RESIDENT EXPENDITURES| $4,108,819 | $4,380,364 | $4,701,828 | $4,924,802 | $4,983,068 | $5,123,906 2.8% 4.5%
Annual Percent Change 3.2% 6.6% 7.3% 4.7% 1.2% 2.8%
2007-2012
PROVIDERS 2007 2008 2009 2010 2011 2012 2011-2012 | Average
Annual Annual
Change Change
Hospitals $1,361,322 | $1,517,122 | $1,733,474 | $1,832,195 | $1,899,578 | $1,980,596 4.3% 7.8%
Physician Senices $615,694 $642,458 $634,075 $660,083 $662,381 $673,351 1.7% 1.8%
Dental Senvices $191,607 $201,372 $209,458 $213,659 $212,744 $193,793 -8.9% 0.2%
Other Professional Senices $144,570 $148,609 $154,786 $162,968 $176,146 $166,539 -5.5% 2.9%
Home Health Care $94,895 $102,553 $97,124 $95,541 $93,375 $94,882 1.6% 0.0%
Drugs & Supplies $510,746 $530,779 $566,076 $588,175 $607,303 $629,871 3.7% 4.3%
Vision Products & DME $87,594 $90,629 $91,551 $98,663 $106,568 $111,332 4.5% 4.9%
Nursing Home Care $239,902 $255,318 $268,927 $270,909 $279,569 $292,882 4.8% 4.1%
Other/Unclassified Health Senvices $34,101 $33,971 $44,001 $43,759 $42,533 $43,577 2.5% 5.0%
Admin/Net Cost of Health Insurancg $379,695 $347,516 $367,042 $414,746 $361,246 $356,086 -1.4% -1.3%
Gowvernment Health Care Activities $448,693 $510,037 $535,313 $544,102 $541,626 $580,998 7.3% 5.3%
TOTAL RESIDENT EXPENDITURES| $4,108,819 | $4,380,364 | $4,701,828 | $4,924,802 | $4,983,069 | $5,123,906 2.8% 4.5%
Annual Percent Change 3.2% 6.6% 7.3% 4.7% 1.2% 2.8%
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2012 Vermont Health Care Expenditures - Resident Analysis

Private Insurance Detail

All dollar amounts are reported in thousands

Percent Total Private Other
of Total Insurance Self-Insured BCBS VT TVHP*** MVP Workers' Comp Private

Hospitals 48.0% $904,845 $265,223 $275,450 $88,653 $60,767 $24,748 $190,005
Community Hospitals 47.2% $889,362 $258,406 $273,164 $87,614 $57,745 $24,748 $187,685
Veterans Hospital 0.2% $3,665 $2,775 $515 $83 $0 $0 $292
Psychiatric Hosp: State 0.0% $445 $14 $16 $19 $0 $0 $397
Psychiatric Hosp: Private 0.6% $11,373 $4,028 $1,754 $937 $3,022 $0 $1,632
Physician Services* 17.8% $336,562 $97,595 $99,364 $28,769 $21,373 $21,336 $68,124
Dental Services 2.3% $43,698 $31,440 $1,224 $206 $84 $244 $10,501
Other Professional Services 4.5% $85,676 $22,759 $26,200 $6,570 $1,973 $12,086 $16,087
Chiropractor Senices 0.6% $10,948 $2,892 $3,353 $795 $89 $1,804 $2,015
Physical Therapy Senices 1.2% $21,800 $4,557 $4,928 $1,394 $597 $7,265 $3,058
Psychological Senices 1.2% $22,015 $6,366 $8,236 $1,867 $182 $224 $5,142
Podiatrist Senices 0.1% $2,219 $690 $688 $196 $90 $102 $453
Other 1.5% $28,693 $8,254 $8,995 $2,319 $1,015 $2,692 $5,419
Home Health Care 0.1% $1,894 $467 $377 $8 $235 $529 $278
Drugs & Supplies 14.4% $272,171 $80,207 $87,550 $24,426 $13,322 $5,649 $61,018
Vision Products & DME 0.8% $14,267 $4,376 $4,893 $1,399 $386 $61 $3,152
Nursing Home Care 0.3% $4,805 $1,251 $1,497 $74 $177 $508 $1,298
Other/Unclassified Health Services 0.0% $140 $48 $20 $4 $46 $0 $21
Admin/Net Cost of Health Insurance 11.8% $222,030 $31,634 $41,764 $23,498 $6,839 $44,185 $74,109
Government Health Care Activities** N/A $0 n.a. n.a. n.a. n.a. n.a. n.a.
TOTAL VERMONT EXPENDITURES 100.0% $1,886,087 $534,999 $538,339 $173,607 $105,202 $109,346 $424,593
Percent of total expenditures 100.0% 28.4% 28.5% 9.2% 5.6% 5.8% 22.5%

* Hospital-employed physician practices are included in the Physician Services category in the Resident Matrix.

** See Government Health Care Activities in this report for further detail.

**TVHP w as previously reported in Other Private

N/A
n.a.

Payer reported data
Allocations estimated from VT specific data
Amounts imputed from National Health Expenditures or other indirect sources

Not Applicable
Not Available
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2011 Revised Vermont Health Care Expenditures - Resident Analysis

All dollar amounts are reported in thousands

Percent Private Vermont State &
of Total Total Out-of-Pocket Insurance Medicare Medicaid Other Federal Local
Hospitals 38.1% $1,899,578 $165,139 $852,774 $514,144 $249,567 $94,683 $23,271
Community Hospitals 35.5% $1,766,835 $165,139 $841,396 $510,440 $249,567 $273 $19
Veterans Hospital 2.0% $97,932 $0 $3,424 $0 $0 $94,410 $98
Psychiatric Hosp: State 0.5% $24,394 $0 $1,241 $0 $0 $0 $23,153
Psychiatric Hosp: Private 0.2% $10,416 $0 $6,713 $3,703 $0 $0 $0
Physician Services* 13.3% $662,381 $86,358 $328,356 $113,846 $112,251 $21,209 $359
Dental Services 4.3% $212,744 $128,986 $61,959 $0 $21,021 $8 $769
Other Professional Services 3.5% $176,146 $27,865 $93,855 $22,606 $31,302 $286 $232
Chiropractor Senices 0.3% $16,159 $2,559 $11,347 $1,444 $809 $0 $0
Physical Therapy Senices 0.8% $39,149 $6,065 $23,235 $6,359 $2,990 $275 $224
Psychological Senices 1.1% $54,835 $8,659 $25,135 $2,669 $18,359 $5 $8
Podiatrist Senices 0.1% $5,143 $833 $2,479 $1,487 $343 $0 $0
Other 1.2% $60,861 $9,748 $31,659 $10,646 $8,800 $6 $0
Home Health Care 1.9% $93,375 $11,332 $1,701 $55,151 $22,630 $1,326 $1,235
Drugs & Supplies 12.2% $607,303 $147,279 $258,678 $131,000 $68,902 $769 $675
Vision Products & DME 2.1% $106,568 $59,902 $14,153 $23,453 $9,055 $0 $4
Nursing Home Care 5.6% $279,569 $83,839 $5,089 $69,540 $112,006 $0 $9,094
Other/Unclassified Health Services 0.9% $42,533 $5,085 $113 $17,062 $4,473 $5 $15,795
Admin/Net Cost of Health Insurance 7.2% $361,246 |N/A $233,084 $45,014 $83,149 $0 $0
Government Health Care Activities** 10.9% $541,626 |n.a. $0 n.a. $496,153 $16,281 $29,192
TOTAL VERMONT EXPENDITURES 100.0% $4,983,068 $715,787 $1,849,761 $991,815 $1,210,509 $134,568 $80,628
Percent of total expenditures 100.0% 14.4% 37.1% 19.9% 24.3% 2.7% 1.6%
* Hospital-employed physician practices are included in the Physician Services category in the Resident Matrix.
** See Government Health Care Activities in this report for further detail.
Payer reported data
Allocations estimated from VT specific data
Amounts imputed from National Health Expenditures or other indirect sources

N/A
n.a.

Not Applicable
Not Available
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2012 Vermont Health Care Expenditures - Provider Analysis

All dollar amounts are reported in thousands

Percent Out-of- Private Vermont Other State &
of Total Total Pocket Insurance Medicare Medicaid Federal Local

Hospitals 44.3% $2,289,345 $193,703 $973,220 $681,436 $283,494 $147,886 $9,605
Community Hospitals 40.1% $2,072,986 $188,886 $945,725 $672,367 $266,008 $0 $0
Veterans Hospital 3.1% $160,168 $4,159 $8,602 $0 $0 $147,227 $181
Psychiatric Hosp: State 0.1% $3,181 $63 $0 $0 $0 $0 $3,118
Psychiatric Hosp: Private 1.0% $53,010 $595 $18,894 $9,069 $17,486 $658 $6,306
Physician Services* 11.1% $572,645 $73,746 $306,915 $125,265 $53,588 $12,715 $415
Dental Services 5.0% $260,597 $173,499 $58,761 $0 $27,406 $39 $892
Other Professional Services 4.4% $229,428 $35,756 $122,730 $34,183 $36,736 $22 $2
Chiropractor Senices 0.7% $36,346 $5,664 $25,310 $3,504 $1,867 $0 $0
Physical Therapy Senices 1.0% $51,777 $8,069 $30,466 $9,328 $3,907 $6 $0
Psychological Senices 0.9% $48,425 $7,547 $20,680 $2,631 $17,563 $3 $2
Podiatrist Senices 0.1% $4,954 $772 $2,225 $1,565 $391 $0 $0
Other 1.7% $87,926 $13,703 $44,049 $17,154 $13,008 $12 $0
Home Health Care 2.2% $113,259 $4,798 $11,569 $59,390 $34,825 $1,633 $1,045
Drugs & Supplies 13.8% $714,160 $152,790 $308,593 $181,212 $70,747 $886 ($69)
Vision Products & DME 2.1% $110,251 $62,123 $14,128 $24,377 $9,619 $2 $2
Nursing Home Care 5.1% $265,017 $42,659 $2,060 $79,165 $123,515 $6,941 $10,677
Other/Unclassified Health Services 0.6% $33,539 $15,541 $1,550 $0 $500 $0 $15,948
Admin/Net Cost of Health Insurance N/A n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Government Health Care Activities** 11.2% $580,998 $0 $0 $0 $543,606 $13,808 $23,585
TOTAL VERMONT EXPENDITURES 100.0% $5,169,240 $754,614 $1,799,528 $1,185,028 $1,184,036 $183,932 $62,102
Percent of total expenditures 100.0% 14.6% 34.8% 22.9% 22.9% 3.6% 1.2%

* Hospital-employed physician practices are included in the Community Hospital category in the Provider Matrix. Physicians amount reported $278 million.

** See Government Health Care Activities in this report for further detail.

N/A
n.a.

Provider reported data
Allocations estimated from VT specific data

Amounts imputed from National Health Expenditures or other indirect sources

Not Applicable
Not Available
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2007-2012 Vermont Provider Health Care Expenditures

All dollar amounts are reported in thousands - Multiply expenditures by 1,000 to arrive at the full expenditure amount.

2007-2012
PAYERS 2007 2008 2009 2010 2011 2012 2011-2012 | Average
Annual Annual
Change Change
Out-of-Pocket $590,953 $612,581 $719,639 $702,831 $744,194 $754,614 1.4% 5.0%
Private Insurance $1,556,606 | $1,704,162 | $1,683,263 | $1,736,956 | $1,814,666 | $1,799,528 -0.8% 2.9%
Medicare $850,144 $870,462 $941,964 | $1,015,080 | $1,072,586 | $1,185,028 10.5% 6.9%
Medicaid $926,767 $995,428 | $1,073,904 | $1,078,417 | $1,119,720 | $1,184,036 5.7% 5.0%
Other Government $217,744 $249,228 $243,913 $265,655 $276,364 $246,034 -11.0% 2.5%
TOTAL PROVIDER EXPENDITURES $4,142,214 | $4,431,861 | $4,662,684 | $4,798,939 | $5,027,530 | $5,169,240 2.8% 4.5%
Annual Percent Change 6.7% 7.0% 5.2% 2.9% 4.8% 2.8%
2007-2012
PROVIDERS 2007 2008 2009 2010 2011 2012 2011-2012 | Average
Annual Annual
Change Change
Hospitals $1,748,089 | $1,872,379 | $2,000,218 | $2,120,790 | $2,237,481 | $2,289,345 2.3% 5.5%
Physician Senices $571,072 $586,728 $561,643 $555,307 $569,125 $572,645 0.6% 0.1%
Dental Senices $226,151 $237,685 $246,564 $239,321 $253,116 $260,597 3.0% 2.9%
Other Professional Senices $175,786 $185,630 $205,546 $212,090 $221,127 $229,428 3.8% 5.5%
Home Health Care $97,632 $100,440 $102,802 $108,655 $109,822 $113,259 3.1% 3.0%
Drugs & Supplies $543,165 $584,477 $646,021 $634,813 $696,553 $714,160 2.5% 5.6%
Vision Products & DME $73,179 $78,778 $80,154 $93,738 $101,621 $110,251 8.5% 8.5%
Nursing Home Care $228,356 $244,732 $252,566 $257,348 $263,972 $265,017 0.4% 3.0%
Other/Unclassified Health Senices $30,092 $30,976 $31,856 $32,775 $33,086 $33,539 1.4% 2.2%
Admin/Net Cost of Health Insurance n.a. n.a. n.a. n.a n.a n.a n.a n.a
Gowernment Health Care Activities $448,693 $510,037 $535,313 $544,102 $541,626 $580,998 7.3% 5.3%
TOTAL PROVIDER EXPENDITURES $4,142,214 | $4,431,861 | $4,662,684 | $4,798,939 | $5,027,529 | $5,169,240 2.8% 4.5%
Annual Percent Change 6.7% 7.0% 5.2% 2.9% 4.8% 2.8%
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2011 Revised Vermont Health Care Expenditures - Provider Analysis

All dollar amounts are reported in thousands

Percent Out-of- Private Vermont Other State &
of Total Total Pocket Insurance Medicare Medicaid Federal Local

Hospitals 44.5% $2,237,481 $192,622 $1,001,528 $606,622 $262,397 $145,719 $28,593
Community Hospitals 40.0% $2,010,745 $187,936 $976,599 $600,701 $245,509 $0 $0
Veterans Hospital 3.1% $157,555 $4,054 $8,157 $0 $0 $145,246 $98
Psychiatric Hosp: State 0.5% $23,160 $3 $3 $0 $0 $0 $23,153
Psychiatric Hosp: Private 0.9% $46,022 $629 $16,769 $5,922 $16,888 $473 $5,341
Physician Services* 11.3% $569,125 $74,200 $290,747 $123,126 $61,954 $18,780 $318
Dental Services 5.0% $253,116 $153,463 $73,717 $0 $25,010 $10 $915
Other Professional Services 4.4% $221,127 $35,001 $121,916 $29,704 $33,861 $358 $288
Chiropractor Senices 0.7% $35,179 $5,572 $24,701 $3,144 $1,761 $0 $1
Physical Therapy Senices 1.0% $49,064 $7,601 $29,120 $7,970 $3,748 $345 $281
Psychological Senices 0.9% $47,123 $7,441 $21,601 $2,294 $15,777 $4 $7
Podiatrist Senices 0.1% $5,202 $843 $2,507 $1,504 $347 $0 $0
Other 1.7% $84,559 $13,544 $43,987 $14,792 $12,227 $9 $0
Home Health Care 2.2% $109,822 $4,742 $12,249 $58,031 $32,576 $1,190 $1,036
Drugs & Supplies 13.9% $696,553 $168,923 $296,694 $150,252 $79,028 $882 $774
Vision Products & DME 2.0% $101,621 $57,122 $13,496 $22,365 $8,635 $0 $4
Nursing Home Care 5.3% $263,972 $43,358 $2,257 $82,487 $119,606 $6,333 $9,931
Other/Unclassified Health Services 0.7% $33,086 $14,763 $2,063 $0 $500 $0 $15,761
Admin/Net Cost of Health Insurance N/A n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Government Health Care Activities** 10.8% $541,626 $0 $0 $0 $496,153 $16,281 $29,192
TOTAL VERMONT EXPENDITURES 100.0% $5,027,530 $744,194 $1,814,666 $1,072,586 $1,119,720 $189,552 $86,812
Percent of total expenditures 100.0% 14.8% 36.1% 21.3% 22.3% 3.8% 1.7%

* Hospital-employed physician practices are included in the Community Hospital category in the Provider Matrix. Physicians amount reported $278 million.
** See Government Health Care Activities in this report for further detail.

N/A
n.a.

Provider reported data
Allocations estimated from VT specific data

Amounts imputed from National Health Expenditures or other indirect sources

Not Applicable
Not Available
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Methodologies, technical notes and sources

Q

0o

US comparisons: National Health Expenditure Data (NHE), the Centers for Medicare and
Medicaid Services” website at http://http://www.cms.gov/Research-Statistics-Data-and-
Systems/Statistics-Trends-and-
Reports/NationalHealthExpendData/NationalHealthAccountsHistorical.html

O NHE, Health Consumption Expenditures from http://www.cms.gov/Research-Statistics-Data-and-
Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/Downloads/tables.pdf

VT GSP as of 01/02/2014 at U.S. Dept. of Commerce, Bureau of Economic Analysis,
http://www.bea.gov/iTable/iTable.cfm?reqid=70&step=1&isuri=1&acrdn=1#reqid=70&step=7&isur
i=1&7001=1200&7002=1&7003=200&7090=70&7005=-1&7006=50000&7093=levels&7004=naics

VT Dept of Labor http://www.vtlmi.info/occupation.cfm
US Dept of Labor, Bureau of Labor Statistics http://stats.bls.gov/oes/current/oes nat.htm

Vermont Healthcare Claims Uniform Reporting and Evaluation System (VHCURES)
http://gmcboard.vermont.gov/vhcures

Medicare data are from the 2011 Vermont Medicare Annual Report prepared for GMCB by Dan
Gottlieb of The Dartmouth Institute for Health Policy & Clinical Practice (TDI)

The Out of Pocket (OOP) methodology relies on Vermont data and less on the census and the
NHE. Medicare claims expenditures reported to GMCB from TDI include out of pocket costs by
Medicare enrollees. VHCURES allows measurement of the insured enrollee’s actual out of pocket
costs for about 90% of the commercial market. Survey and 2007 census data and the NHE is still
used to help estimate out of pocket costs for unique provider populations and services.
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