THE WHITE HOUSE
WASHINGTON

March 4, 2011
The Honorable Fred Upton The Honorable Cliff Stearns
Chairman, Committee on Energy and Chairman, Subcommittee on Oversight
Commerce and Investigations
U.S. House of Representatives ' Committee on Energy and Commerce
2125 Rayburn House Office Building U.S. House of Representatives
Washington, D.C. 20515 2125 Raybumn House Office Building

Washington, D.C. 20515

The Honorable Joseph R. Pitts The Honorable Michael C. Burgess, M.D.
Chairman, Subcommittee on Health Vice Chairman, Subcommittee on Health
Committee on Energy and Commerce Committee on Energy and Commerce
U.S. House of Representatives U.S. House of Representatives

2125 Raybum House Office Building _ 2125 Rayburn House Office Building
Washington, D.C. 20515 Washington, D.C. 20515

Gentlemen:

I am writing in response to your letter to Nancy-Ann DeParle dated February 18, 2011
expressing concern about discussions and meetings between the White House Office of Health
Reform and non-governmental individuals and groups relating to healthcare reform prior to the
passage of the Affordable Care Act.

Your request seeks extensive information about any such communications or meetings—“every
meeting, briefing or telephone call” with non-governmental parties over the last two years _
regarding “reforms or changes to the health care system”. In an effort to address your request, I
have enclosed material previously provided to Representatives Waxman, Barton and Burgess last
year, including a summary of White House visitor records related to meetings regarding
healthcare reform.

To provide all possible information encompassed by your request—*"every meeting, briefing or

telephone call”—would constitute a vast and expensive undertaking. To the extent you are also



seeking documents reflecting internal deliberations and communications, it also would implicate
longstanding Executive Branch confidentiality interests.

We hope that the information provided with this letter will address your concerns.

Cc:

Sincerely,

“Spee

Robert F. Bauer
Counsel to the President

The Honorable Henry A. Waxman
Ranking Member

The Honorable Diana DeGette
Ranking Member, Subcommittee on Oversight and Investigations

The Honorable Frank Pallone, Jr.
Ranking Member, Subcommittee on Health



THE WHITE HOUSE
WASHINGTON

January 26, 2010

The Honorable Henry A. Waxman

Chairman, House Committee on Energy and Commerce
United States House of Representatives

2125 Rayburn House Office Building

Washington DC 20515

Dear Chairman Waxman:

Thank you for your recent letter regarding the Committee’s upcoming business meeting
to consider H. Res. 983, sponsored by Representative Michael Burgess. In your letter, you
request an explanation of the White House's plans for responding to a letter sent by
Representative Burgess to President Obama on September 30, 2009, seeking information and
documents concerning healthcare reform negotiations.

In response to your request, I am enclosing a copy of a letter t sent today to
Representative Burgess that provides information responsive to his request. 1also am enclosing
a substantial number of documents that the White House produced today to Representative
Burgess in response to his ietter.

Please feel free to contact me if I can be of any further assistance.

Sincerely,

N G S—

Robert F. Bauer
Counsel to the President

Enclosures



THE WHITE HOUSE
WASHINGTON

January 26, 2010

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

Dear Representative Burgess:

I'am writing in response to your letter to President Obama dated September 30, 2009. In’
the letter, you ask the White House (o disclose “all meetings with health care stakeholders”
related to *'securing an agreement on health reform legislation.” As you know, the President is
firmly committed to increasing transparency in government. As part of fulfilling that
commitment, the President announced on September 4, 2009, a groundbreaking voluntary
disclosure policy governing White House visitor records. With limited exceptions, the policy
requires the public release of all visitor records created after September 15—the first time in
history that any Administration has disclosed this information on an ongoing basis. The policy
also provides for the release of records created before September 135, in response 10 specific
requests.

Shortly after the announcement of the new policy, we received a request for all
healthcare-related meetings attended by certain senior White House staff members. Although
visitor records usually do not identify the subject matter of particular meetings, we made a good
faith effort to identify healthcare-related records. On November 25, we released the results of
our search, by posting online records related to 575 individual appointments and/or visits to the
White House. According to the Associated Press, the “records show a broad cross-section of the
people most heavily involved in the health care debate.” I have enclosed with this letier a
summary of those records. The full data set (which is 100 large to print) remains available
online. Of course, if there are additional searches for specific individuals that you or other
Members of the Committee would like us to conduct, we would be happy to do so.

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

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



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

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

Sincerely,

: /1/ (s

Robent F. Bauer
Counsel 10 the President

Enclosures
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May 15, 2009 Contact: See Below
Joint Statement

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

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

The participating organizations reaffirm their commitment as outlined in the May 11 letter
pledging to do our part to bring down health care costs: hutp:/Avww. whitehouse.poviassels/
documents/05-11-09_Health_Costs letter to_the President.pdl

Media Contacts:

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

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

AHA: Alicia Mitchell SEIU: Lori Lodes

202-626-2339 202-351-1147
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June 1, 2009

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

Dear Mr. President:

Four weeks ago we came together, representing six different sectors of the health care industry,
and pledged: As restructuring iukes hold and the population’s health improves over the coming
decade, we will do our part to achieve your Administration s goal of decreasing by 1.5
percentage poinis the annual health care spending growth rate — saving 82 tillion or more.

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

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

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

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

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

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

» Chronic care: We are identifying significant opportunities to better manage chronic
disease, which accounts for 75% of overall health care spending. We are also looking at
more effective approaches to health promotion and disease prevention, with a special focus
on obesity.
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Some of these proposals can be achieved under current law. The success of others will depend
upon good public policy.

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

We will continue to work with you, the Congress and other stakcholders to make reform a
reality.

Sincerely,
Stephen J. Ubl Nancy H. Nielsen, MD
President and CEO President

Advanced Medical Technology Association American Medical Assaciation

by 7

Karen Ignagni Billy Tauzin

President and CEO President and CEQ

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

President and CEQ Chair, SETU Healthcare

American Hospital Association Service Employees International Union



Cost Savings Estimates

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

o Utilization of Care: $150 - $180 billion
o Chronic Care: $350 - $850 billion
o Administrative Simplification and Cest of Doing Business: $500 -3700 billion

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

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



AdvaMed

Advanced Medical Technology Assaciation

Medical Technology Industry Initiatives

The Advanced Medical Technology Assoclation represents manufacturers of medical
devices and diagnostics. Our members account for 90 percent of the devices and
diagnostics sold in the U:S. and 50 percent of the products sold worldwide. Qur industry
is highly competitive. Over the last 18 years, medical device and diagnostic prices have
increasad only one-quarter as fast, on average, as other medical prices and one-half as
fast as the general consumer price index (CP4).

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

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

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

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

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




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

The AMA convened Physician Consortium for Performance improvement (PCP1) has
identified priorities for targeted measure development to assure appropriateness of care,
focusing on areas where there is particular concem about overuse. The device industry
believes that the goal of health care delivery must be the right care for the right patient at
the right time. Both faliure to provide appropriate treatment and provision of
inappropriate treatment raise costs and lower quallty. The industry commits to working
cooperatively with the AMA and the PCPI to contribute its expertise to development of
these measures.

To achieve this objective, we will:

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

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

initlative #2: Reduce medical errors and avoidable injuries

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

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

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

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

An example of this approach occurred years ago in the deslgn of anesthesiology
equipment where a simple change in design of ali products that assured that the hose to
deliver oxygen couid only attach to the outlet for oxygen and the hase for anesthesia
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could only attach to outiet for anesthesia had an important impact in reducing fatai
errors. In addition, device com panies. can design products that produce software
controlied monitoring systems to supplement checklist procedures designed Yo reduce
human error.

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

(3) JoIlnt Commisslon. The Joint Commission (TJC) has embarked on an effort to
improve safety and quality of care that goes beyond its traditlonal role of setting of
standards for care and monitoring compliance with these standards. The Joint
Commission is investing in a new Initiative (1) 1o Idenlify areas where slgniflcant quality
and safety issues exist in the delivery of health care, and (2) to recommend solutions,
stralegies, and interventions that will Improve safety and quality and at the same time
yield savings In health care spending. AdvaMed wili work with the Joint Commission in
both of these efforts, engaging its companies’ medical directors and technoiogy design
sclentists in the process. Solutions wilil Involve finding efficiencies for health care
organizations that will be both reiiable and sustalnable over time. The first area the Joint
Commission has Identified for action is hand hygiene. Another area under consideration
for future Initiatives where device companies have special expertise is infection control
more broadiy defined.




AHIP’s Submission on Behalf of the Health Insurance Industry

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

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

ADMINISTRATIVE SIMPLIFICATION

Current situntion;

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

Proposed reforms;

The health insurance industry is proposing a comprehensive overhaul of administrative
processes to standardize and automate five key functions-—claims submissions,
eligibility, claims status, payment, and remittance. The move to fully automating and
standardizing administrative transactions will be a watershed event, allowing physicians,
hospitals, and other health care providers to reduce their adninistrative costs
substantially. The effect throughout the health care industr?' will be similar 1o the effect
of ATMs being introduced throughout the banking system.

! “Third party sources that provide insight into the range of savings that could be achicved if these proposals
are implemented across the health care sysiem, including: L.P. Caslino, S. Nichotson, D.N. Gans et al.,
“What Docs it Cost Physician Practices to Interacl with Health Insurance Plans?" Health Affairs Weh
Exclusive, May 14, 2009, w533-w543, James G. Kahn, Richard Kronick, Mary Kreger and David N. Gans,
*“The Cosl Of Henlth Insurance Administration In Cnlifornia: Estimates For Insurers, Physicians, And
Hospials* Health Affairs Web, 2005. 24 (6), 1629-1639. Andis Robeznieks, “Adding up the costs”
Modern Healthcare. May (8, 2009,

hitp:/rwwavanodemhealtheare.com/apps/pbes.diisearch?Cateson ~Search Retrieved June 1, 2009,



We are nof recommending # voluntary effort, but rather that HHS require the adoption of |
the CAQH Committee on Operating Rules for Information Exchange (CORE). CORE
has been developed as part of a multi-stakeholder effort comprised of plans, providers,
and suppliers. The goal is to eliminate costly variation and promote uniformity and
clarity in the way that information is exchanged between health plans, doctors, and
hospitals.

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

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

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

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

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

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



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

Current situation:

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

Health plan initiative:

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

Expansion to include government progranis:

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

AGGREGATING PHYSICIAN PERFORMANCE DATA

Current situation: _

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

Health plan initlative:

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



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

IMPROVING HEALTH LITERACY

Current situation:

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

Health plan initiative:

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

RECORDS

Current situation:

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

Health plan initiative:

Consumers, especially those with chronic conditions, will have greater access 1o the
information they need to optimize their health and health care as the result of the personal
health record (PHR) model developed by AHIP and BCBSA in a coordinated effort. Our
community has identified common elements that should be included in PHRs and has
tested mechanisms to transfer PHRs when consumers change coverage and plans of care.

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



American Hospital Association

The American Hospital Association (AHA) is working to fulfill the hospital field’s commitment
to develop concrete ideas to achieve the Administration’s cost containment goals. The following
document presents specific actions that can be taken in the immediate term, as well as longer-
term initiatives, to bend the cost curve. 1t also includes actions that can be taken to collaborate
with other stakeholders. Some of these initiatives would be further enabled by public policy
changes, changes that the AHA will continue to pursue on Capitol Hill.

The docwment is divided as follows:

1. Immediate Cost Savings Initiatives
1L Longer-Term Initiatives
. Cross-Stakeholder Initiatives

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

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

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

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

e Facilitate hospital and health system performance improvements that have meaningful
quality improvement and associaled cost savings;

o Further the use of known best praclices, initially in the areas of infeclion prevention and
patient safely and expanding over time into other areas;

Page 1 of 3



American Hospital Association

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

¢ Demonstrale the commitment of the hospital field to achieve (hese improvements.

Haospitals in Pursuit of Excellence Campaign
1. Reduce surgical infections and complications u
Promote adoption of the World Health Organization (WHO) Surgical Safety Checklist fo enable teams
(o implemént critical safely steps. AHA has co-sponsored with 111 a webinar to encourage hospitals to
test an adaption of the checklisi and will accelerate sharing and learning among hospitals.

2. Reduce central line-associated blood stream infections (CLABSI) i

Promote best practice strategies to reduce central line-associated blood stream infections through
reliable implementation of infection prevention and monitoring strategies. ln conjunction with AHRQ,
AHA has been working with multiple states and hospitals to spread best practices in implementing a
culture of safety and teamwork and accelerating the elimination of CLABSI.

3. Reduce methicillin-resistant Staphylococcus aureus (MRSA)

Promote best practices in screening, hand hygiene and contact precautions to prevent the spread of
MRSA. AHA aad several health systems are collaborating with The Joint Commiission on a broad
ranging, new initiative lo improve patient safety and reduce preventable complications, starting with an
cffort on hand hygiene,

4, Reduce clostridium difficile infections (¢ diff) «

Promote best practices in screening, hand hygiene and contact precautions to prevent the spread of ¢
diff. AHA and several health syslems are collaborating with The Joint Commission on a broad
ranging, new initiative to improve patient safety and reduce preventable complications, starling with an
cffort on hand hygiene.

5. Reduce ventilatoi-associated pncumonia (VAP) vi

Promote the spread of relinbly tested bes! practices for patients receiving mechanical ventilation.

6. Reduce catheter-nssociated nrinary tract infections v

Promote best practices in the appropriate use, insertion and care of catheters to miniimize urinary tract
infections.

7. Reduce adverse drug events from high-hazard medications (e.g., anticoagulants,
narcotics, opiates, insulin, sedatives) v

Promote best practices in the prevention of adverse drug events focused on high-hazard medications by
using standardized protocols, adequate monitoring and increased patient and tamily education.

8. Reduce pressure ulcers ix

Promote best practices in helping hospitals assess the risk of @ hospital-acquired pressure ulcer, daily
skin inspection and optimizing prevention.

1. Longer-Term Hospital Initiatives
In addition lo the uforementioned immediate opportunities, hospitals will continue to increase
their engagement in a number of longer-term initiatives, The Hospitals in Pursuit of Excellence
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American Hospital Association

campaign will help promote thege initialives as the evidence, tools and nationally endorsed
measures for these opportunities develop:

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

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

s Promoting Efficient Resource Utilization - Promote palliative and hospice care through
the use ol advanced direclives and best practices.

e Preventing Patient Falls - Further the implementation of effective (all prevention
programs and use of fall risk assessment (ools.

o Improving Perinatal Carc — Promote best practices o improve perinatal care and reduce
birth trauma and complications.

o Reducing Supply Costs - Create a more cfficient and transparent purchasing
environment, including greater alignment of hospital and physician incentives, greater
product standardization and other measures.

I, Cross-Stakeholder Initiatives

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

1 The Commonwealth Fund. Anoual Repont. 2007.

hutp.//www . commonwealthfund.org/use_doe/site_docs/annualreports/2007/AR2007.pdt.

i Centers for Disease Control and Prevention, Scott, DR, The Direct Medical Costsof Healllicare-Assaciated Infections in U.S.
Hospitals and the Beneflits of Preveniion, March 2009, Ditpo//wsw.ede.gov/neidadrdgpipdts Scott CostPuper.pdl.
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iv sy winteationcentrolioday comione ws/3 Sh 168584264313 hawl.

v Centers for Discase Control and Prevention. Scont, DR, The Dircct Medical Coslsof Healtheare-Associated Infections in U.S.
Hospitals and the Benefits of Prevention. March 2009, up:siw wivede gosmeisdod:dhapimdtiSeon CostPaper.pdl.

viibid

vii thid

viii Commitiee on ldentifying and Preventing Medicalion Ermrs. Aspden P, Wolcotl J, Bootiman JI., Cronenwelt LR, Editors.
Preventing Madication Errors; Quality Chasm Series. Washington, DC: National Academies Press: July 2006,

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

Background

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

Improve Cave Transltions to Avoid Hospital Readmisslons

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

Simultaneously, the AMA is undertaking development of an electronic care transition tool that
will facilitate the transfer of information between hospitals and primary care doctors, emergency
departments and primary care doctors. We are currently in discussions with HIT entitics and
healthcare systems to adopt the format. We are also developing a strategy to partner with other
entities in a campaign to improve care transitions in order 1o improve quality, reduce redundant
testing, and improve the efficiency of care processes to be rolled out in 2010.

Significance: Studies project substantiat savings from reducing hospital readmissions.

Efforts to Reduce Unnecessary Ulilizatlon

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

The PCPI selected the following topies for developiment of overuse measures this year:

o  Surgical and non-surgical management of back pain



Significance: A major health plan reported that nearly 20% of plan members' spine surgery
occurred within the [irst 6 wecks of symptoms, which is nol consistent with goidelines. The
volume of spinal fusion surgery has increased significantly. Eliminating unwarranted
variations in treatment will produce substantial savings.

¢ TPercutancous Coronary Intervention (PCI) (encompasses a variety of procedures) for
Chronic Stable Caoronary Arlery Disease

Significance; Studies project large potential savings from adbering io evidence based
guidelines for coronary artery disesise,

e Maternity Care: Induction of labor/Caesarean Sections

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

o Sinusitis: Antibiotic preseriptions and sinus radiography

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

PCPI will develop measurcs for diagnostic imaging, examples include:

CT angiography for pulmonary embolism
MRY of the knee

MRI of the shoulder

CT or MRI of the head

Stress Bchocardiography

SPECT MPI

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

Note: A significant portion of higher level imaging is driven by the fear of potential lawsuits,
comunonly referred to as defensive medicine. There is extensive literature indicating that
defensive mediciné adds tens of billions of dollars in health care spending. Physicians who
adhiere 10 evidenced based best practice guidelines are not protected from lawsuits in our current



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

Medicatlon Reconciliation

The AMA has initiated a multi-pronged effort to reconcile multiple prescriptions for individual
patients treated by different physicians. This program of medication reconciliation is designed 1o
avoid potential adverse evenls and inapproprialg prescriptions. A prolotype electronic version of
the medication reconciliation card is undergoing beta-testing. A second version will be tested in
early July. The AMA Is completing a sirategy to meke the electronic version available to
employers, health systems and physicians available by the end of 2010.

Significance: Literature reviews project pofential annual savings o $3 billion.

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



Biopharmaceutical Sector and Bending the Cost Curve

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

Investments in Public Health and Reforming the Dellvery System

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

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

1 IMS Pross Refease, “IMS Heabh Repons UL.S, Prescription Sales Grew 1.3 Pacent in 2008 10 5291 Bitlion,” March 19, 2009,

2 A Sisko ¢t al., “Health Spending Prejections Through 2018: Recession Eftects Add Uncenaingy to the Owlook,” Health Affairs, February 2009
3 . Goldman et at., "The Valuo of Eldorly Discase Provention, 2006, available o hup:fwnw.bepress.comitepibiomedical_rescarchfl.

4 MLL. Weisfeldt and S. 1. Zieman, “Advanees in the Prevention and Treammen) of Cordiovascular Diszase,” Health Alfairs, Januany/Februnry
2007



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

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

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

5 Full o fuit description of stwdics concerning cost-offsets related w medication bse and the imporizmee of adherence In iproving heatth and
lowering cost, see: “Just What the Doctor Ordered: Taking Medicines as Prescribed Can lmprove Healiy and Lower Cosis,” and “Medicines Play
# Key Role in lmproving 1lealth While Reducing Avoidable Cosis,” avaflable at wivw,phrme.org.

6 D, Cutler ¢ al,, “The Value of Antibypertensive Drugs: A Pevspective on Medical Innovation,” Health Affairs, January/Febnsry 2007,

7 0. Stuart ¢t al., “Assessing the Impact of Dig Use on Hospual Costs,” Health Services Rescarch, Febrvary 2009

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



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

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

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

» Expanded use of medication therapy management (MTM) to address polypharmacy,
reduce medication errors and inappropriate use, and achieve better clinical outcomes at
lower cost. MTM is an important mechanism for evaluating a beneficiary’s multiple
conditions and prescribed medicines to ensure that their treatment and care are appropriately
coordinated and managed. The pharmaceutical sector and other partiers in the health care
system have been supporting development of MTM models 1o identify models that can work
to improve care and lower costs. A prograin originated in Asheville, North Carolina (the
Asheville Project) has since been expanded based upon its success. The expanded program,
known as the Diabetes Ten City Challenge (DTCC), is sponsored by the APhA Foundation

9 Sce, “Pitfalls & Opportunitics in Dinbetes Provention & Care,” PhRRMA.

10 D. Catler, *'Improving Chranic Cure Manag * P ion at Abliance for Heabth Redomt Briefing, Morch 28, 2008.

11 1. Osterberg uitd 1" Bluschke, “Adhérence 1o Medication,” New England Journal of Medicine 2005;353:487-97 and MLR. DiMatico, *Variation
in Paticnts’ Adhcrence 1o Medical Recomnendations: A Quantitative Review of' 30 Years of Rescarch,” Medical Care, March 2004

12 D.T. Law aud D.P. Nau, "Oral Antihyperglycemic Medication Nonad ¢ and Subsequem Hospitatization Amang fudividuals with Type 2
Dinbetes.” Diabetes Care 2004,27(9y:2149-53,
13 M.C. Sokot, 1 al.. "Impac wl Medication Adherence on Hospitalization Risk aud Hlealht Cow,” Medical Care, June 2005,




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

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

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

14 B. Bunling et al., *"The Asheville 1Project: Clinicol and E ic O cs of a (e ity-tused Loug-tevn Medication Therapy

Management Program for ypertension and Dystipdemia,” Sournal of the Anxrican Pl cutical Associ , JanmarysFebwuary 2008,
15 Targeicd beneficiaries ore those patients who have awhiple chranic disceses, tnke muhiple medications, or reacti an established spending
threstiold,



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

Strengthening the Evidence Base

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

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

Drug Development

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

16 Biotechnelogy Research Continues 1o Bolstier Arsenal Agzainst Discase with 633 Medicines in Development * Accessed at-
hitp:iwawvw . phoma.org 110308%20b10tech®p202008 pdi’ on May 8, 2009,




population age 65 and older. According to a study by the Lewin Group'’, commissioned by the
Alzheimer’s Association, Medicare and Mcdicaid costs can be reduced by slowing the onset and
progression of Alzheimer’s disease. This could achieve annual Medicare savings of $31 billion
by 2015, $126 billion by 2025, and $444 billion by 2050. Annual savings in Medicaid spending
on nursing home care would also be significant ~ $10 billion in 2015, $23 billion by 2025, and
$70 billion by 2050. Today, biopharmaceutical companies have 67 medicines in development
for the treatment of Alzheimer’s.

» [Initiatives to improve the efficiency of drug development.

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

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

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

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

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

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

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

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

17 “Snving Lives. Saving Moncy. Dividends for Amesicans Investing in Alzheimer's Research,” The §.ewin Group, March 2003, Prepared for

the Alzhcimer's Association

18 Tufis University Conter for the Sindy of Drug Development, Growing Protacel Design Complexity Stresses investigators, Volunteers, Tofls

Impact Report (Jan./Teb, 2008), available-at hupericsdid.tulls.edy’_documenishvww/Doc_309_65_$93.pdi%

19 McWilliam A, Luticr R, Nardinelli C. Heahl Care Savings lrom Personalizing Medicine Using Genetic Testing: The Case of Wottann. 2006
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annually. In addition, studies have found that hundreds of millions of dollars can be saved by
targeling cancer therapics based on specific genetic mutations. Through public-private
partnership efforts such as the Biomarkers Consortimm and C-PATH Institute, industry,
academia and govemment can facilitate the evolution of the regulatory framework needed to
support the full development of personalized medicine.

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

Expanding Access to Comprehensive and Competitive Prescription Drug Coverage

» Assuring all Americans aceess to good prescription drug coverage — resulting in
negotiated savings for 47 million more Americans. Approximately 47 million Americans
are wholly uninsured - these individuals typically pay undiscounted retail prices at the
pharmacy counter. We support each and every one of these 47 million individuals gaining
insurance coverage that will include negotiation of savings on prescription drug prices. The
largest U.S. purchasers, such as PBMs, cach negotiate for over 700 million prescriptions on
behalf of tens of millions of individuals. This allows them to achieve significant savings oft
retail prices for the people they cover.
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SEtU’s Submission: Proposals to Bend the Cost Curve
June 1, 2009
SEIU recognizes that bending the cost curve will invoive major changes in the operations of
healthcare institutions and these changes will have a major impact on our more than one
million healthcare members, Reducing unnecessary procedures, replacing paperwork with
electronic medical records, using health IT to improve work flow and shifting the emphasis to
prevention wiil allow our members to spend more time with their patients providing the right
care at the right time in the right setting. We understand that creating a more efficient

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

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

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

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

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



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

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

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

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

Initlative A. - Expanding Home and Community Based Services

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



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

While it is clear that a well-developed HCBS program can limit Institutional costs and help states
moderate the cost of Medicaid spending overall, most states need additional federal resources
to pursue such a strategy. The theory behind this proposal is to provide states with temporarily
increased federal matching payments for HCBS expenditures, based on the degree of system
imbalance. Our initial thoughts are that the proposal would be structured as follows:
o States where less than 25% of LTC spending is devoted to HCBS would receive a five
percentage point boost in federal matching rates for HCBS; and
o States where HCBS spending makes up between 25% and 49.9% of LTC spending would
receive a two percentage point boost in federal matching rates for HCBS.
In exchange, for the higher FMAP, states would agree to adopt certain structural reforms in the
administration of their Medicaid program. State level experience shows that success on
containing costs depends on nursing home diversion, which in turn depends on whether a state
has adopted the programmatic and structural changes needed for this more person-centered
approach. The federal government can use the Real Choices Systems Change Grants or the
Medicaid Transformation Grants to obtain both technical and financial assistance in ~
implementing the structural changes that reinforce a program of diversion and increased
consumer cholce:
e Mission statement of a community based long term care system that allows
beneficlaries to receive services in a setting of their own choosing.
e Consolidated program administration/budget authority.
e Presumptive eligibllity.
Case management.
Uniform assessment.
Single entry point.
Nursing home conversion programs.
Collection of encounter and other data needed for more accurate budgeting and for
development of quality standards.
o Adoption of federal quality measures.

® @ © ©°

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

-3.



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

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

Initiative B ~ Medicare and Medicaid Chronic Care and Prevention

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

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

initiative C - Post Acute Care Payment Reform

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

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



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

Estimated Impact: SEIUY’'s estimate assumes savings of 2.3% of total annual Medicare nursing
home spending or $6 billion. Most of the savings to come from reduced rehospitalizations.
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ftealth care costs rise. and premiums doutile 3t a rate four imos faster than thelr wagos. .

VIEV? ALL RELATED BLOO PODTS
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vihial we're spending on Medicary and Muticad - gntittement programs vwhose tosts are expucted to conlinua
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prosperity.
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an Eath. even fhough millions of Americans cont have the affordable, quality care they deserve. and nearly 46
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somge olher way o scAmp and save on Dol ioalih care expenses,

What 18 a growing onisis for th American peopte 1s also b g an Mo turden for Amenca's

Rising haalh tare cosls aro commanding more and inaro of the money that our companies conld &e using Yo
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Andd, finglly, the explosion in haalth cara costs has put our Tederal budgel vn a disastrous patt: This Is largely due 1o
whal ware spandirg on Madi and Hadicald ) | prog: whose cosls are oxpecied to conlinue
chimbing in the yaars ahead as baby boomars grove alder ond comx to foly more and more e our hiealth care
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This problem ¢idn't just appear overnight For decades, Washingios has debatud viia! (o @9 about this. Foi
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Now. rione of ihese sleps can be laken by our jaderal govemment ar our heaith care Cominunity aclting aioue
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Linpactis if they nre taken not i igolation, but as part of a hroader eflatt to refonn our entite hodlih care systen,
Ye've tlrendy bagun making a doven paymenl on that kind of comprehensive reform. Wo're exisiding quatily heatih
care to ridfions of ehidren of vieriang faniies who lack ge, véich means we'ne going Lo bo preveaing long-
e probieins thal are even alore sxpensive to kel down the road. We'rd providing o COBIRA subsidy 10 make
hoaith cara aftordeble for 7 srition Ameri who Jose ther jobs. And because rrurch of every health care doflar is
spont on billing, overhead, and administeation, vt 819 coinpule:izing medical cecords in & viay thal val prolect our
privacy. and thal's a step that will not only elkninato wwasto and reduce madical errars that cost fives. bul aiso fet
dactors sperk less ¥me doing atminisiralive wark and more tme casing for patients

Bul there's 8o much 1000 1o do In tho comiig weoeks and menitis, Congreas will e engagod In iho difficult Issue of
vy best to rafprm healih care In America I'm cammidied to building a transp P where all views are
welcome. Bul F'm alsa ¢ (1) g that wh: plan w dasigr: uphotds three basic principles: Firsl. the
nseig) cost of healtth care must be brought dowin; sccond. Amedicans mus! have the freadom 1 keop vhatavar
doctor and haalth care plan they have, of la choosa a new doctor or health cara ptan it they vwaat 0 and turd, afl
Amencans must have quality, alfardable healih care.

Thass are principies that | expact o sde upheld In any comprenensive heaith care reform Bit thal's seni to my gesk
~ t menkoned It1o The grosps that viere héra today. RS rafoim thal i en ynperative 1or America's econumic fiture,
and rafenn ihat is a pilar of the new foundalon we snak to bulld for our sconomy, seform that vie can, must, and vAU
acliave by the ont) of tus year

Ulimately. the dobele abaul retucng costs -- and the larger debiste abiout heallh tord reform ilsell - 1s nol just
faibaul rurmbers; it's not just about furms or Systems: t's about i own kves and the dves of our loved ones. And |

dinat As I've tonad helore dunng tha couese of the cainpagn. my malher passed away from ovanen
cancer a ke over & decado 850. And in (he last weeks of hur Bfe. when she \vas coming to gps with her avwn
ity and shiowing dinary just lo go1 through each aay, she was spending toa much §me

reatrying aboul vihather her heaill ingursnce vindd cover hier bil's. So L kntay what i's iike to sue 8 lovad ons wha is
suffering, but also having to dual vah a broken health Zare system. | kinow that pain i shared by mitfions of
Ameiicans alt across this poun'ry.

And that's vy t a8 cormnitied lo haalth card raform as & presidential candadate, that's why hoalth care refonnis o
key priosity to ius presudency; IheTs wity it not ras! until tho dream of Realtn Cato refonn is finally achiavad i the
Unitad Statas ol Amarica Aad that's why I'm tidies 10 have such a broad, diverse graup of Indhiduats from an
across the heatlly care spactium ey ting every y &and svery polileal predisposidion wha fegl that
sumas sense of urgenny and are ihing o vk wiligantly 1o bring dovm ¢o8!s 56 we can achinve Ine
(afnIng Ihat we seek

So thank you vary much to all uf you tar beby bare. Thank you very much evarybody
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Qelew 13 o fist of honfin care reform stakonaiders who vl meol vith the President mtd administralion ofiiciats today

Plouse find allached 3 it fact shast aine the groupy” ki o Prosufnag (Ramy oonceming reducing e growin ate
of haatth sare costs,

Stakelalders.
ipsurars
Geomge Halvarsan, Charman and CEQ ol Kaiser Foundalian eaith Plan

Karen ignagnt, Presidem aid CEO of America's Heslth Insurance Plans (AHIP)
Jay 130llert, Prasident antt CEQ of Keatih Net [nc,
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Kan Raska--Prasiden], Gruater New York Hosgita! Assucation

Pipygici

J. James Tlohack. M.D ~ Prosidont-Slect. A
Renheorn Patchun. M.D..- Chair-Elect 0! the AMA
Rich Deam-. Senior Vice Prexiden] of the AMA

Aaical Association (AMA)

Medical Dovice Conipamugs

Michael Mussalem-~Chaimon & CEO, Edwards Lilgsciencos
Steve Unl.. President & CEQ, Advakied
David Nexon-- Senlor Executve Vice Presidont. AdvaMed

i 11 ey
Richard Clatk--Chalanan, Proeidun) 8 CEQ. Meeck

By Tauzin.—President & CEO, PhRMA
Rick Bmilh--Senicr Vico Presidant, PLIRMA

Lanot

Andy Slern, SFiIU
Dennis Rivera SEI Health

Aduunistralion OHicanls

Nancy-Ann DePare, Direclor of the Olfice of Health Ra’omm
Peter Orszag Director of ihe Office of Managament 654 Budgnt
Laay Sumunors, Director of the National Econowric Cauntit
Kalicen Seyallca, 1448 Secretsty

Altor the ting, the fol g stakehoidors will joln Presidant Obama for his romarks:
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Coming Together to Bring Down the Cost of Health Care
Fact Sheet

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

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

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

As they take the steps they have outlined and as we work with Congress on health reform
legislation, our Administration will continue its commitment to reducing costs 50 we can achieve
similar savings. Working together, these initial steps, combined with enactment of comprehensive
health reform, could result in savings of roughly $2,500 for American familiies ~ savings consistent
with the President’s statements on the campaign trail. These are savings every American family
will see - and that will benefit our country for years to come.

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



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

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

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

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

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



trillions of 2009 dollars

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

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

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

4-5 g e e

National Health Expenditures Under Two Scenarlos
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May 11, 2009

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

Dear Mr. President:

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

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

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

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

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

« Implementing proposals in all sectors of the health care system, focusing on administrative
simplification, standardization, and transparency that supports eflective markels;



Letter to President Obama Page 2 of 2

e Reducing over-use and under-use of healith care by aligning quality and efficiency
incentives among providers across the continuum of care so that physicians, hospitals, and
other hiealth care providers are encouraged and enabled to work together towards the highest
standards of quality and efficiency;

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

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

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

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

Sincerely,

Stephen J. Ubl J. James Rohack, MD

President and CEO President-elect

Advanced Medical Technology Association American Medical Association

Karen Ignagni Billy Tauzin

President and CEO President and CEO

America’s Health [nsurance Plans Pharmaceutical Research and Manulacturers of America
Rich Umbdenstock Demiis Rivera

President and CEQ . Chair, SEIU Healthcare

American Hospital Association Service Employees International Union
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Daar Mr U, D1 Rohack, Ms ignagni Me Unibienstock. ki, Tairzin. and by Rewvera

it wag & plaatine to weat with dff of you y y As|saidy tay. hedlth care rotorm vall requbre all of us
warking togethen-from drug end insurance companes lo lebor unfoss bnd business sxecttrgs, fiom dotlors o
hosprals and Mombess ol 1 approciate the commaitmari you bave mada (o health core reform by pledging
o do your part to reguce our Natori's ansual health care spenting growil rate by | .6 porcontage poamits. Coupled
wilh cosrpretiensive haokh care reform your etforls coult save the tHalion more thon S2 in#or over the nest fen
years and save harchwarking lamilies 52 500 in heallh care costs in the coming yrars

QGalling spirafing health cara costs under control 18 iaf o pr g ol A with alfardable, quality care,
making our husi mare comy ¢, ind dosing ouwr budget delicitsso | will hold you to your pledge fo get tus
done. As we i din out ing y lay, | vioults the you ta update 1oy Administration by sady June on the
progross you huve made tovard fulfiing this imponiant commétment.

Sincerety,
Barack Obama
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23PN EOT

THE PRESIDENT. Hetlo. svaryhody. \We just had a wengerfud conversation ihat is a Chrallary 1o the discussion
that 1 had yostarday. And you muy be seelnp a thenie. this vaas - wa'ro dong some shff on Bealth care bacause §
shirik the Counley is gearsy up, busingsses are geared up, lamses are goared up. o go alicad and start solving
some of sur exiraortinary heatih care systom problenss

Yosterday we focused a fol on cosl. One element of cost is 1hal whore companices are abie to tuke mitinhves to
make thalr employees healinier. (o plve them incenhves and hanisms 10 smp thair vaoll AnG 1o ¢
disense. companing see thew toliom lines impiove

And so wivat we've dond Is 1o gather together a group lottay — some of e beist prachilonoss of prevention and
weliness, wetinuss programs - fh the private sector. You have companies like Safev:ay that have been abile le hold
{hey costs fiat for their esnployees at a time when ottier campanies are seaing doubto-dgit inflation In their heatih
care

Yeu'va got terrific i at Iy fite Mitmsoft, where thay acriglly have used homa visits of doctars lo

rechice the utihzation of amargency rosm care and are seving themsalvas miliions of dotlars

We've gal the Hotel Lmployees Unign that tras been wking data and @ ingtvidually with p as wel as
their ship, ing vt the employer and the employes a3 well as s providers. and seeing buge
redurtions in some of the costs telatad to chronic inesses.

Jutmson & Johnson has been a lagdor lo this ases sinc 1978. Pilnay Bowes hes-boen laking sinvlar aaproaches
and saeng mikens of dollars :n snvings.io thelr bollom tns. The Ohio Neparnment of Public Healh has bees dolng
ternific work vith raspect to their state employees as well as sproading the message across Ui sisle

And ihen RE! wnich hao to be fil since they're 8 fitness company -- (faugier) -- has been doing vork that allovs
thiem lo provide healih care covarage. hoatth insurance, nol only to their kali-tme employees but also e pan-time
amployees Every single employeo 1s covered, bist part of the reosoi they're abie 1o do it 15 because hey pul a big
emphasis an prevention and voliness.

So wnal wa've dona hofe today is to gathier logether some of thase slonos and bes! practices 0 make sure thal
they are going 10 be mlorming thu heallh cate reform discussions thal tako place here in Washington  There's no
qtick fix. there's no siverbullel  Wher you lretir what Sefeway o Johnson 8 Johnson or any of these other
comgiames have done vhal you've ssen is snglained expenmeniation over mary yoars and a shift in incentive
struciures 5o thet emplcyees sea cancrele benofits 85 a consaguence of themt stopping smaking or tosang walght ar
pelting ¢ ing with providers -- tha peovdar incentives are alignad vath the enipioyon meanhives as vat,
and changing the aultore of @ company

o, I wo con o that i indhvidual comparies, thara's no irasan why wa can’l'do thal fon a countiy as o wholo.
Fan ot whal we want to do hero. slarting Iwro teday 3 1o it up 8093 besl practices 80 Othor CompaiNos can wWantdy
and potenbialty imptersent them. but iiso to make sure ihat vahon v think aboit how wirre gong 1o retorrn the
henlth care system as a whole. whon we tunk about things fike tdadicare and Medicald 1almbursamaonts. vitien we
Mink stiowl how vie can make the system more afficient, that wirre not st doing this in the absicect, but viee
achsally teking proven measures that have heen applied in the privale soclor and secing how we can apply those,
far ple 1o.federal omploy ard our enployes hea'th care sysien. Al thiss aasigned o save laxpayers
amaney. sAvE businesses money and ul Iy inake the Americaa pecpls ieatuier and happier and make sure
that ve2're goting a beder lang for ow health cate doilar.

8o i's bevn a ternfic conversation  This v4il bu a parl of bw pngoirg ¢ 4 that we'ie disveloping over (he text

Saveal and | app ali ol yau for partcipaling i o gothd coinvargntion

http://www.whitehouse.gov/the_press_office/Remarks-by-the-President-after-Roundtable-...
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Al nght  Thiank you, guys.
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EMBARGOED: WEEKLY ADDRESS: President Obama Says Progress on Clean Energy... Page | of 2

Hewvie « Brivfing Ronm o stgtemeas & iheloooos

THE WHITE HOUSE
(Offca ol the Préss Secietary

EMBARGOED UNTH. 600 AMET, SATURDAY, May 18, 2008
WEEKLY ADDRESS: Prosidant Ohama 8ays Pragress on Clean Enorgy and Healthcate Refornt Wit Lay
New Foundation

WASHINGTON - This weok, Prosidant Barack Obama ¢ d individuals rep {ing) diffesont perspectivas Yor
cotrung 1ogether io adaress the chaitenges of bullding a deon enoigy econoimy, refomiing thn hedfihcare systom
and laying 6 new foundution lor s lony tem slreng!h of out y. Utifity pantes and corp teaters
ar@ warking vAih eavironaental advocates and fabor foaders to nd a way to raduce dependenta on foreign oll. o
fight climate change, and 10 creale iwihons of navs jobs n Amenca  Receally, past cilics and pavocates of
teafihcate rofont 381 dovat with the Prazidan 10 vark on raducing (he hearthcara costs by $2 trilfon 1 the next
docade snd saving famites $2.500 m [ne coming yeats.

The fult auio of the address 3 BE(E. The video can be vitwed onlne at vaavwhitelndso.gay

Rentarks of President Barack Obama
Weekly Address
Saturday, May 18, 2008

Good mansing Over tha past finv months, as we huve put in place A plan 10 speed owr econoinic recovery. | have
spoken rapeatedly of tho nead to lay @ neve fi {or lsting prosperity; a i tior: that vall suppart food jobs
and nsing incomes. a foundation for economue growth where we no longer rely on excessive dublt and reckieys risk
- but instoad on skilled warkers and sound ir s 10 Iead e viordd m fho idustrics of the 2181 contury

Two palars of ihis nevs foundution Bie dean ensigy g haalth care. And whilo thers remiaing 2 greal dent of diflicu!
w0tk @head, ! iin haartenad by whist vn have semt these past few days. & wallingness of those with drfferent polits

of view andd wisparate nl 1o comy logather arcimad goals - 19 embraca a sharod sense of
B4 ity amd make hl prag
Chai Honry ¥ and bars of the Enagy and C C trought tog Xehotders

fiaem al) comers of the ounty - and avery sector ol our economy - 16 raach an hisioric ogieentent ot
\pr oy 1ag s [V ing signt of progress. o8 torglisna apponerts gra sting
togather. al the same table, 16 help Solve one of Amonca’'s mest sencus chalienges

For tho first time, utility companies and corpacalo leaders are jowing. nol appamng, advecalos and
tabor teaders to creale a ieve system of cluan energy ttiatives thal vill hefp unfeash o news era of grovah arwt
prospenty

(s 8 plan fai sill finally roduce our dangerous dependance on foreign off and cap te cathen colution that
(hteatans our health and cur dlimate  Most imporianl. 'S 8 plan that waili triggar ihe croation of mflions of nevi s
ot Americans, who will producy the witkt hetitms ond salar panals dand develop e sllomative fuels to power the
futire. flerause ths we knov. the natian that fends in 21s: contury clean ener)y 16 thiz nation that will lodid $ho 21sL
conbiry globkil écanomy Amenca can antl must ba that natlon - wnd (us agreemient 1s @ iNgjo" slep bviard {nis
goa'

Bul we know that onr laslies, our ecopany. ang o Natdn iself vill not succeed i the 2151 century H v continne
10 b2 hiedd down by thes waignt of sapidly dewp healln care €osta and a broven honfin carg system That's wihy t mei
valh rep tves Gt @ fit) dlug B 5. doctors and hospitals, ans labor unions swho ore pledging W
do (el part fo reduca health care costs. Thase are sume of I8 grauns who Lavy Beent aniung tig fieicesl crlics of
paat compranunsive Nealth care refoun plans. Bul today tiey (a0 am 1800gn:zing that vie twist act. Our busmesses
vrlt nol be ablo to compele. aut fmnlies il ot be able o Save or spend. our hudgets wil rama n unsusiainable
unless we gul icalth caro costs under controt

Thees groups haves pledged 1o do their parl 10 mduce the anpual health care spanding giwith rats by 1.6
percantaga poinls. Coupled with comprahansive feform, ther eflorts coutd halp 10 Save vur raton more than 82
illion in the nevt ten years - and save nardviorsing famsties $2.500 each in the coming yenrs.

Ttusvaeek, § also limatad Spuaker of House Natcy Pelost, Mulority Leadur Sleny Hoyer. ams other canjressional
1eaders 1o the Whits Houso to discuss comprehonsive ealtivvalerm feyfinkation. The House is vearamg to poss a bill
by the anif of idy - betore iy head out 1o ey August @eass. Thats e kind of urgancy sid datemuination val
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EMBARGOED: WEEKLY ADDRESS: President Obama Says Progress on Clean Energy... Page2of2

nead (0 achieve comprehensive refonn Uy tha end of (tus yrar. And e reductons o spending the haallh care
communily hes pledged viill help make tivs rolom: pnssible

I have always believed that itis batter to 1alk than not fo talk; that if Is lar more produciive o rosch over & divide
than la shake yaur st across i, This has boen en afien notion in Washinglon for far (o0 tong, bWt vio are seing that
the ways of Washungton wiw beginning to change. For the cating of this momant is teo ioud and 0o urgentto
ignore. Qe succoss as a nabun - e lukwe of onr chil and g hi = goy upan our vilingness to

cast y8:0e okt -aviirceme stubbom divisions. and march forveant as ona people ana one nation

Thus is how pragenss has akways been ngde. This Is hov & nisy foundahon wifi e bualt. Wa cannot assinne it

intarests wil alvays akga. or Ihat tragde patinesshing will nol fray  There call be setbacks Thero vilil e difficult

days Bulwe are off o a geod stad And I'nmy ennfident that v val - n 1ne weeks, manihs, and years slussd ~

g on vihat we have atroady achieved and {ay s Loundation which wil ot oty trag) aboit ptasperity far ths
: than, bust fou g i cone

Thanks s0 much).
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Remarks by the President on the Medicare Part D "Doughnut Holc" and AARP Endorsem.,. Page | of 2

Pt « Beiofioy Booi « peveh s & hopnarks

THE WHITE HOUSE

Offica of the Pross Secretury

Fer immadiate Release dung 22, 2008

REMARKS BY THE PRESIDENT
ON THE MEDICARE PART D "DOUGHNUT HOLE™
AND AARP ENDORSEMENT
Uiplamstic Roception Flaom

11.58 AM. EDT

THE PRESIDENT: Thank yau. Waoll, irsl of all, | viait 1o thank Bany Ranit (or the mucdushion, bul also AARP, the
i1 ton he sa ably rep ts. for coming logeiher vath us o) this entita issue loday.

LBst veR, i iy 0 the American Medics! Assod | spoke aboul thy wigent nead for huafth cane
relonn and whi vall be raguired 10 achiave it And gne of the things that vl be requirag. t sald. vas thet evaryane
in our hualth care convnuntty 18 going 10 have 10 come togethtir and o thelr pan

in recent days. Chalrman Baucus. viho has boon doing an-outstanding job leading the futance sommitine o this
Issug. as volt s hers of ay havi boan in i lons with the pl icel industey 1o furd a
waly 10 bring dawn costs of g ptian dnugs lor A s senlaes. And I'm gloased 1o raport thal ovet the
waekend via reached an wivdsrstanding thal will help close ihe notonabs *doughaut hole® in Medicare Pad O, This
15 0 significant braakthirough on the read 16 healili care ruform -- one (kal will make tha difference in the hves of
inany clder Americans

| shink many of you: in the press are Tandiar vith tae issuc. The "doughaut hole” refers to o gap i prescription drig
coverage lhat makes i harder for mlions of Medi bonehiciasies to poy for fhe madication they nged. The way
o program s structurad, Medicsre covers up 10 82,700 in yeady proscriphon cosls and then slops, ond the
cavorage slarts back up vhen tho casls exceed £5,100. Which inaans batween $2.700 and §8,100 fotks a0 out of
luck. And this gap in coveragge has placing o crushing burden on many cider Amaiicans who tive en fixet incomes
and cait’t atford thuysands of dollarg in aut-of-pocke: expanses.

Cheis Dodd, who bas been an outslarding leader on f vihola host of hoalth care issues throughoul bis caresr and
wno & holping 1o tead the HELP Commitioa vAule S ¢ dy is goiny his it for bis Hinoss --
Chris. § think, vl tafl you that as v iraval aroung the country, geriars vould constantly 02 coming up to us and
sayling bove do we dom vath this extracicinary burden? Ang as a conscaquence, you'd have sentars whe would be
taking nalf ihale medication, even though Ihe dortor said that Is nat gomg tc be as effoctive, you are pulling your e
at esk  They hiad no other cholce

So as part of tha heatih care reforn | expest Congress (o enact this year, & benetick whose speiiing
falis within this gap will now receive a discount on prascription drugs of atleast 59 parcent fram tha negolinted price
thelr plan pays. 1t's a refoom that will make prescrdption dnigs mere alfordable for mdions of saniors, and rastors a

ta of fal to fded: Pan D s aeNection of the imporlance of this sinple step for Azasrica’s seniors
that it has eamed the suppar! of AAR#, which has been fighling for yesrs t¢ address this snomaly in the syslem on
boha'l of okier Amencans. AARP is commilted. as | an. 10 nelileving healln caru raforsa by the end of Uis yem,
And I'm commitied 1o contintidng to woik vith AARP o erisure that any rafonns wo pursue are cartind out 10 B way
that protecls America’s seriors. vho kiow ag well 85 Gnyune vA121's wrong with our health care systent ond why i's
bady in necd of reform

Qur goal -- sur impeialive -+ 18 10 reduce the punishaip Inflation in heath €219 casts while Improving patent cary
And to oo that wa're going to have to veork togoihier to roal oot wasta and Ineificenc:gs hat may pad the hottomn fine
of the insurance induatry, bul st pothing 1o the hoaith of our natan.  To thal end. the phaninacouiical ingustiy has
commitied 10 odute ts dravs on the neelin care systom by SA0 biton over the next 10 years as part of overall
liaatih cave wefom

Reat henllh care refonm Wiat reduces the spraling casts of healih 8ervices ana extends quaiity, sfordatife healh
oivorage 1o ali Americans vall require those kads of comniltments throtighout the system. And diug an lnsuranse
companiey stand te benefit when lens of mions tnore Amerlcany have covumage. So we're askng thom, In

hange. to make hal fens 1 refom the syslons andd help reducea costs, If's only lar. Today miaike

a major step fonvarg. Butit wil only he mesningful it vee complots e jpumney

http://Awww. whitehouse.gov/the_press_office/Remarks-by-the-President-on-the-Medicare-...
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Remarks by the President on the Medicare Part D “Doughnut Hole" and AARP Endorsem... Page 2 of 2

So Fwant to camniand the Housa far connng togemar iast wutk 16 prodacs a health card refoim bit - a &t | nipht
note, ihat pretacts senors and has feceived the support of e AARP. | Wil continue 10 viork tase’y vith the
calevant chas in the House and ibe Senate. and lepders ke Senator Dedy ang Senotor Baucus. and wdth
mzmbers of hoth parlies who are wilfing tv commill themsslves to this crlital lask  Qur families, c.r businesses.
avd out Tong-1enu fiscal hesll'y demanus thal we act and act now. Tadoy, we are. And 'm gralehut 18 al: those who
helntd make this day passble. And lo these wha, herp in Washinglon, wwve grovn accuslomed (o “sky ts faliing”
progioses and e conainties that we cannsd et inis dona, | have o tepaal — ravive an okd sayhiy ve hind from Gy
campaipn. Yes, v can We are gomg 10 got Riis donp.

Thawk you very much. svarybaiy

END
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Statement froin President Obama on Agreement to Bring Down Drug Prices for America'...

Vo « Sefeling Roont o Yotumenss v @2efiaees

THE WHITE HOUSE
Offica of the Press Sacrelary

For Imediate Rutnase June 20, 2009

Sutemant from the Frosident Obama an Agreement 1o Bring Bown Drug Prices tor Amsricans Senlors

*t-am ph to 2 lhal an agr t has been reached bak S HMax B and the natton's
pharmaceutical comparics Wat wil bring doven heafth cate casts and reduce e price of prescription drugs for
milipng ol Amensa's seniors, As pd.of the hea'th reform ieglslation that | expect Congress 1o enact this yaar
phamiaceulical camipanies vill axiand discounts on prascipuon drugs to millions ol seniors wio curanty are
subjactad (o crushing cut-of-poocul sxpenses wher e yantly they pay for {ali within the
doughmul hole any paymenis by senicrs not d by that loi bets 82700 and $5153.75 per year
The awstanca of fus gap in coverage has been a contmuang injushes Ihat nas plocod a great bsicden on many
senigrs This deal wilt provide sipnificnnt reet trom that busden lor nulions of Amusican agoicrs”

“Tha agl t by ph tizal comp o 10 the hea'th relemm eHon Lontes on the hbels ol 1h2
fandmark plodye inany healh ndusiy ledgars inada to me fasl mwnlh, when they cHored o do heir gant 10 reduce
health speading $2 Lithon over ihe rieat decade We are al & kirnng point In America's joussiey laward hoalth care
rofonn Key soctoss of the hunlih core industry acknewladge whas Amencan tamklos and businesses akeady knov -
that the siatus guo is o tongor sudtalaable The agreement reached weday 1o lower prascripfion drug couly {or
saniore will ba an hupariant pan of the legistation | oxpect 1 Bign nilo lave m Ocicbiar, 1 wa to commend House

Henry W Georya #i'er and Charies Ranget tor addroseing (his weue in ne heaitl reform
tagistation ihay unveiled s waeek. This 1s a tangible example of the lype of raionm that wil lower costs while
asswing quallty heaith care far ovesy Amencan” :
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PhRMA Statement on Medicare Part D Coverage Gap | PHRMA Page | of 3

PHRMA STATEMEMT ON MEDICARE PART D COVERAGE GAP

PilRMA
PhRMA Statement on Medicare Part D Coverage Gap

Washington, D.C. (June 20, 2009) — Pharmaceutical Research and
Manufacturers of America (PhRMA) President and CEO Billy Tauzin and
PhRMA Board Chairman David Brennan, Chief Executive Officer,
AsiraZeneca, issued the following statement regarding today's
commitment, as part of health care reform, to help close the coverage gap
in the Madicare prascription drug ptogram (Part D).

*PhRMA (abaut) Is committed to
working with the Administration and Follow on Twiller
Congress to help enact

comprehensive health care reform r.l"
this year. We share a common goal:
every American should have access

to affordable, high-quality health 35:
care coverage and services.

it digg {his story

:ifacebnok Post to your Profile

1 Hik

“As part of that reform, one thing that we have agreed to do is support
legislation that will help seniors affected by the coverage gap in the

. Medicare prescription drug benefit. Aithough the program has been a
tremendous success for the vast majority of seniors, the coverage gap has
posed a challenge to some seniors and our companies have been
exploring ways to address this issue for several years.

“Under this proposed new legislative program ~ which reprasents the first
important step In health care reform ~ America’s pharmaceutical research
and biotechnology companies have agreed 1o help close the gap in
coverage. Specifically, companies will provide a 50 percent discount to
most beneficiaries on brand-name medicines covered by a patient's Part D
plan when purchased In the coverage gap.

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

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

"Even though Medicare beneficlaries are satisfied with their prascription
drug coverage — as evidenced by a recent Medicare Today survey showing
overall satisfaction has grown from 78 percent at the start of the program in
2006 to 84 percent in 2009 - we have constantly explored ways 1o improve
the benefit.

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

The Pharmaceutical Research and Manufacturers of America (PhRMA)
represents the country's lsading pharmaceutical research and
blotechnology companies, which are devoted to inventing medicines
that allow patients to llve longer, haalthler, and more productive lives.
PhRMA companies are leading the way In the search for new cures.
PhRMA members alone invested an estimated $50.3 biffion In 2008 In
discovering and developlng new medicines. Industry-wide research
and investment reached a record $65.2 blllion in 2008.

PhRMA Internet Address: www.phrma.org

For information on stories of hope and survival, visit:
hitp:/isharingmiracles.com/

PhRWA en Espafiol: www.nuestraphrima.org

For Information on how innovatlve medicines save lives, visit:
www.innovation.org '

For information on the Partnership for Prescription Assistance, visit:
WWW.Pparx.org

For more Information on public health emergencies, visit:
WWW.IKresponse. org

For information on the danger of imported drugs, visit:
www.buysafedrugs.info

http://www.phrma.org/news_room/press_releases/phrma_statement_on_medicare_part_d_... 1/25/2010
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Tius ing erastied saoll
Sabetius an ref h
nthe effort  The condribull
teqm fiscal sustainabllity.

srujor mdestona for heatlly roform, as Vica President Biden, 111§ Socrelary Kathicen
of thy hospltal mduslry came 1ogether to a magor & from hasg
i& y&t ancihar slap 15 ensunny reform vall be deficil-neutial and a koy lo long-

"Ag part of Uis agreomant.” the Yice Prag:dunt axpianpa, *hospilals are commilling to contiibullisg $155 hition ..
$155 billion - n Madicara and Modicuio savings ovar the 10 yaars to cover [ealth care cost 7olomn - over the 1t
10 years ¥ He kather axp! How tho ag tis anothar of now reforn is In evarybady'santerast “As
more people are insused, hwspitala wid bear lass of p tmancal dinden of conng fer the unnsured and the

underinsuted, and ve'll reifuce paynents to cover hase Costs, i vith that .
« By Mg ACYA Ot
Having) warmly weloomed the hospdat CEOs-and rep Presittant Btdan honed inan he siguficance

al Inis 1atast step towards consansus.

Folks, reform is coming. His 0n Wk s coming, We hawe inad for decades .- tor decpdes -- tofix a
broken system, and vie have nevor, in my onthe lenure In public tife, boen this close. We luve nevar
beoh as closSe a8 we a1 today. ana ings remain on track.

Wo havo {hese hospilals working wilh us. and we have ihe pharmaceulieal industry varking wilh vs.
Wb have doctors and nurses andl health care providers with us: wo have the American punlic bahind
us. And gveryone sees thal we nead change., And in my vievs, via're goiig 1o get that change, and
wa'ra going {o gol il this yuse

b & Baireels ol oty
LR RTINS B

AR e expl f hovy the | carne about

Ttie hospital industey knows, ang the peopte with ina bere loday knows, ana the Presidont kncvs. that
Ine stalus quo is sniply unsceeplable. Lot mo say that again -- e sfaus quo Is stmply uniacceptablo
Hising costs ara crushing us. They'rs crushing fambios, clushing butinesses, crushing state budgels -
- and they ate crusthing tha heatth care mndustry lteed

Hospitals have ack Aadged that migni i health can: savings can be achievad by Imgrodg
efficient aligning i lves 1o emphasiza guality care nstead of quantty of procedures. Andin
tiio tast several vwooks, thoy've beon working vith Chatrman Baricus and are condng fonvard witn a
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e o Bricling Rosm s Speveiias & Reniacks,

THE WHITE HOUSE
Office of the Vice President

For itnmetiate Roleasa July 8, 2000
REMARKS BY THE VICE PRESIDENT AT HEALTH CARE ANNOUNCEMENT
Deaght D € it Ezecutive (ffice 9

$0:50 A M. EOT

THE VICE PRESIDENT; Good mataing. fpike, How -8 you? | vant to thank you &l - | apologize tor bising
late. 1was al a meoling with Senator Baucus and Senator Reld. and Senalor Baucus was on his way over hem
with me Jor this announcement and he - thata vias a vote calleg w the Sanate  So, agaln. | apologlze 1o onr

panicpanis hare

1 wand o thawk everyone for olring mo hore loday  And as yoli kaivy, we Rave valh 1§ 0day a constelation of
paopia who have beon nble 1o put tupetner @ giaat. groat proposal valy S B amdt the ¥ Richard
Beacken. tiie prasident and CEQ of the Hospilal Carposation o) Amence: Wayne Sauth. President and CECQ of
Comununity Heallh Systems; Sisler Ceral Keenan vaho - | ol her that | vaas & geod ki in schoel. (Laughter.) And
sha is the CEO of Catholic Health Association of the Unilod States A Rechard Umbdenstodk - amt | pronouncing
R eomactly, Richard? Rich, actunlly -~ and president ana CEO of the Amerlcan Huspital Assecislion

| vsas going W inkiuduse Max Bawcus. but you gol to go-up o tha Hill and see him - he's voting now  And

bod y. our § y - 5 ¥ S 5

Look. § want lo wasmly welcome the hospilal CEOs here with us today. You know, every day youl sce fissthand the
mpsct the skyrockating health tare cosls lave had on American tamifies. And today. they've coma tagolher to to
something about (hose health care cosls

Foiks. reforn is coming 1t is on yrack; it 1S cwning. We have tried for decaries -~ lor dacaoea - 1o Iix u broker
system, und we Fave nover, In ny emire tenufe in puhke (e, buen (his close  We have naver been as close as ve
are woday, and ihiigs main on tack

Viu laver these hospdals vorking wilh us, and v have he pha. f instey viokang) vath s, we have
doctors and ursus and haaith cara providers vdih us; ve havo the Amencan public behing us  And everyone seos
that we nigad changa AR in ny view, WeTe going e yot hat change. and w:a'te going o get it thus year

The poet Virgit sald, the greatest wealih is hpalth  Well, we're hers taday to miake ow haalth care systern healily
apom. Asitmg ¢ i froms those hospilal ted hero and athers vall be 3 big pad of making that
happen

All aroun e counley, the pasple vhin have health nsurance siifl are struquling 1o pay thes bills bacauae they aro
uhdonNsured of tnay're out-of puckal expenses afe rsmg so rapidly they have tonble keepuigup  And fhnse vwha
don't hiave Inaurance because hoy've 1nst Bhelr jebs o1 ave beenl dented coverage becainse soincana m ihnir fmnily
nas o preexistng conditon are throwing ihomseivas al ta nwrey of tie peoplo who represil the mejor haspilals in
this -~ [n e Uniled Stales of Arngrica today Md a8 a rendll, our sasgrials are Sracking undes te weight of
provitting quality heaith care for Arn who fack

The nospital intustry knows. and the people with me higre today know, and the President knows, tha the status qua
15 slmply unaccaplabie Lot mo say [hal again - tha slalus quo 16 Smply unacceptable. fising costs are cusing

" us They're crushing lambi hing b fing slale dugals -- and they ore trushing tho healih care
sndusiey dsell

Hospilals have ack ged that eignifi neaith Lare savings can be achiaved by unproving slticiencies
raaligning incenlives lo emphasize qually care insigad of qusnlly of procetires /uid n the st sevaral waeks,
Ihey've been yosking vith Chalnnaa Baucus and ara conving (ewiard with a proposal thal producas ro2l sa¥negs »
tedueral hoalth caro spanding «- savings thal vall be apphed lovard the Pravidont’'s fian gaal - fian goal o1 snacing
hestth care refonm Ihal is deficilneulral - hoatih cata refonm thal s dakeil-noutral

As past of this agresment. huspitols are committing 10 conbibuling $185 titlion - $165 pdilon — m Mad:care any
edicaid savings aiver the 10 yaars 16 Covor health cie cost referm -- over the nest 10 yows, These reductions
will be aclueved Imongh a comnailon of defivery System refosms. additioual feductions it hospital - und addiflonal
caductions b the hospilal's amyial cllalonaty updaiss A% of these savinns arg based on ihe policies e
samiistration proposed iniis tudgel o {urd health care refotm.
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As our sysiem becomes incre efficent - thanks Lo Innovetion, 1achneiogy aod electonic rasards - we f show
tocraasas -« woTl siow. | should say. increnses in Medicsre an Medicaid piayments io hospitals. As more people
arg insurad. hospaaks will baar 1ess of thy knancial burden of cadng for the d and the undark d. and
wa'll reduce payments fo cover those costa, in 1andem valh thot 1eduction

Teuay's { betlave repres: the ] roe hospials play n waking sefonn a reatity. And a
sunlity Il vl by ¥We mus! ensct this refon this yoar. VWe inlist - and wie vall -- enact raforn by Ihe erxt of August.
And we cant vall.  know that, tho leadess thal are up hete knoiw 1hat. the Presiden) knaws thal, ety colleagues
vha | jual spoke to know that: and the entite Congress kaows It And !t look fonvard (o neanng how thei hosplials
are going 10 be helping aod bringing sban (8 relarm. That's why they're hese sy,

So t thank you agam for bow:g heru. | thank the pross for baing here. i our cafleapuus. AndI'd fike now 1
mircdiee Sistar Kuanao - of 35 v say. “Yesler, It's your podium ™ {Loughter)

ENO 10:57 AM.EDT
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e msitbpdata voitaet i s

it « dercting Hoshn « Mtesdenty & Selvetala crrbuists {1l S b
THE WHITE HOUSE '
Office of the Pross Searetary 1‘1’ ELP. for l l[\lll l
FOR IMMEDIATE RELEASE uly 8. 2009

BACKGROUND ON TODAV'S HEALTH CARE ANNOUNCEMENT

v As fambiios, bust an Py s suggle wilh the increasing burden of health care rasts, haspisal
toadars are joining with the Adannisirakion t0 say tho status quo Is no longer sustainatie.  Like offiers In lhe
heelth care indusley, hosplials hava seen fiesthand (hal Amaticans vith haatth ¢ aro stugghng to Favelionk YouTuhe
pay their hualth caie bills b they are undec-y il od elr out of pockel expenses aro nsing. [ttt i
Often those without Insurance - bacause they have D3t & job o scneong in thel family sufiecs o 4 pro- : o
axisting candition - ate forced to throw themselves on the marcy of Amade's hospitals. Hospitats ahsorh Fhese -
seme of tho Lot of canng 136 / without - white the 13 PASSAT o io laxpayers
o1 Anercans with insurance.  Te hospital indisiry sgreos vath the Presidont that (ie tina 1o enact health WpLirdy [REHEDI
rofonn that iavers Cuats and assutas qualtity snd af & g1 for all A 15 how. it carvol
weith

v Last manth, the hozpial industy ack detiged] that Sipidicant health cate savings can bo achieved by RELATHED 810G 1OSTS
inproving efficiencies and aning incentives to hastze quatily of care insiead of quarsity of FPRRS SN IR S L RRXY S
procedures  Now ihey have wotked with Senate Fhcance Commidtee Ch Max B to develap Prusidew Dhvrisiran, Bealth Refornie " ain
praposais that vifl praguce $155 tiliont of savings in federat heatth cace gpending over the naxt 10 years— ot Zoii W walk neay just beeagse ity
savings thal wilt be used to finance health care rofarmy, in keoping vnth ihe President's finn yoal of enacting haril”

fogssiation ihat that is daficit neutral

Ay 3R AN R

+ As partof his agreament, hospitals have commitied to support fiolicies that witl halp pay for heath reform O et Steps tor i tenlth Reforim
and reduce overal costs (o tve Medicare pragram. Thes2 reductions witt ba nchlgved throught a b
of paymant ding duchons in hospital's annuat inflatinnsry tes. Thoy vill be g enip e BVGE o FURST
niore than ¢fisal as henith reform takes ticld and hospltals bear lese of tha Tinancial burdat of caring fof the Year One gt JHHS

uninsured or undorinsured
VIEY ALL RELATED BLDG POSTS

1n addilion, m the area-of dalivery system toform. hospslals are reaffirming thelr fong-slanding commitment (o
mprove quality ant roduce costs In the health care system by supporting iniflativas such as value-based
purchaging: lasling ways 1 betler Inlegrate care; aud taking sleps to reduCe unnocessary liospia!
teadnusstons.

The smangs the indusity has ngroed Lo achitve are consislent with the policy fioals sel forth by the President
and the Cengrass 1o expand coverago. roduce hoalth care costs andiransloim the liealth care delivery
sysién

Allerrdags and participants st today’s announcement mcludad

* Vice Prasideni Biden

« HHS Secretary Kathlesm Subiehius

« Richerd Bracken - Peesident & CEO, Hospitat Corportion of Amoardca

«ifayns St - Presalent & CEQ. Community Healtn Systoms

« Stsle Cotol Keshan « President and CEO. Catholic Heatlr Assotiation of the United States (GHA}

« Rich Usmbd ¥ - Presidaont amd CEO, A Hospital A

big

Bseletig Roomn I55uas Tite Administralion Ahout the White: Our Gavarnaiant
— ifouse po—

AR ECR & g #ee 6, L. Rogghiey (R SE P SR PR

IrEtenae & Femas et 186 | titei a7 ter

Helse By faagy [REEIRESH Vo Lol f
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