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@Mark McClellan (Administrator, Centers for Medicare & Medicaid Services)

Dr. Mark McClellan, who a leading Washington pundit says is “widely regarded as one

i

of the most effective of all Bush appointees,” brings a wealth of practical and in-depth
experience to his role overseeing Medicare and Medicaid, the programs which provide essential
health care services to more than 90 million Americans

A physician and award-winning health care economist, Dr. McClellan was sworn in as
Administrator of the Centers for Medicare & Medicaid Services on March 25, 2004, following
Senate confirmation by unanimous voice vote

As Administrator, Dr. McClellan has led CMS toward a new focus on qual ity, bringing modern
preventive health care to those in Medicare and Medicaid. Under Dr. McClellan’ s leadership,
CMS is implementing Medicare’ s new prescription drug coverage, which delivers a key aspect
of modern medicine to America’ s seniors and people with a disability. Dr. McClellan is also
leading the effort to bring a community care focus to Medicaid, so those who need help can
get it closest to home

Before coming to CMS, Dr. McClellan served as Commissioner of the Food and Drug
Administration from Nov. 2002 to March 2004. During 2001 and 2002, Dr. McClellan served in
the White House as a Member of the President’ s Council of Economic Advisers, where he advised
on domestic economic issues and was a senior policy director for health care and related
economic issues. From 1998-99, he was Deputy Assistant Secretary of the Treasury for Economic
Policy, where he supervised economic analysis and policy development on a wide range of
domestic policy issues

Previously, Dr. McClellan was Associate Professor of Economics at Stanford University
and Associate Professor of Medicine at Stanford Medical School. At the medical school, he
was Director of the Program on Health Outcomes Research. He was also a Research Associate
of the National Bureau of Economic Research and a Visiting Scholar at the American Enterprise
Institute.

Dr. McClellan” s award-winning research studies focus on the quality of health care,
treatment decisions and health outcomes, the effects of medical treatments and technological
change, among other subjects. He earned his M.D. degree from the Harvard-MIT Division of Health
Sciences and Technology and his Ph.D in Economics fromMIT. Aboard-certified Internal Medicine
physician, Dr. McClellan completed his residency training in internal medicine at Brigham
and Women” s Hospital inBoston, Massachusetts, and he is a Member of the Institute of Medicine.

Dr. McClellan was born June 26, 1963 in Austin, Texas. He and his wife, Stephanie, are
the parents of twin daughters



@®Victor Villagra (President, Health & Technology Vector, Inc.)

PRESENT POSITION

03/92- Present President, Health & Technology Vector, Inc. (HTV)

Company mission: “To decrease, postpone or eliminate the physical, emotional
and financial burden of i//ness among all peoples” A consulting company in
population health, technology assessment and delivery system redesign. Dr.
Villagra works with senior management teams of a diverse client base in the US,
Europe and Latin America including managed care organizations, governments

academic institutions, foundations, large employers, pharmaceutical companies

disease management organizations, specialty professional societies, insurance

companies and start-up health care ventures

EMPLOYMENT HISTORY

9/95-03/02

10/93-9/95

7/86-9/95

National Medical Director & VP Quality and Medical Strategy— CIGNA HealthCare

Responsibilities

: Deputy Chief Medical Officer for CIGNA HealthCare

- Represented CIGNA with external audiences including key customers, media,
government organizations, advocacy community, trade organizations and
academia.

- Oversee national roll-out of CIGNA” s disease management program.

- Head of Technology Assessment and Organ Transplant Programs.

- Lead all GIGNA health plans through the National Committee for Quality
Assurance (NCQA) accreditation

» Re-organize Organ Transplant Program

Medical Director Continuous Health Improvement Program

Geisinger Health Plan, Danville, Pennsylvania

Responsibilities: Design and implement Geisinger’ s disease management program

Associate Staff Department of General Internal Medicine

Geisinger Medical Center, Danville, Pennsylvania

Responsibilities: Patient care, teaching (residents and medical students)

clinical research

CURRENT ACADEMIC APPO|INTMENT

9/98-

EDUCAT 10N
9/11-5/76

5/76-1/81

Present Associate Clinical Instructor University of Connecticut School of

Medicine

Undergraduate: George Washington University—- Washington DC, USA Bachelor of
Science, Major in Biology
Medical School: Universidad de Costa Rica, San Jose, Costa Rica

_7i



1/82-6/85 Internship and Residency in Internal Medicine: The North Carolina Memorial

Hospital, University of North Carolina at Chapel Hill, North Carolina

1/85-6/86 Chief Resident: Department of Medicine, School of Medicine, University of

North Carolina at Chapel Hill, Chapel Hill, North Carolina

11/85-1/88 Faculty Development Fel lowship Program, General Internal Medicine and General

Pediatrics: University of North Carolina, Chapel Hill, North Carolina

HONORS

2/81 Medical School Class Rank: # 1 (of 152)

1/85-8/86 Medicine Chief Resident: North Carolina Memorial Hospital, University of North
Carolina at Chapel Hill

1/92 Recipient of the Geisinger Clinician Investigator Award

5/95 Inducted as Fellow — American College of Physicians

10/00 Disease Management Association of America for GCIGNA HealthCare-Health Plan
Disease Management Leadership Award

10/01 Disease Management Association of America, Karen Coughlin Individual Disease
Management Leadership Award.

10/03 Disease Management Association of America, Karen Coughlin Individual Disease

Management Leadership Award

RECENT PUBLICATIONS ON POPULATION HEALTH

1.

Selby J., Scanlon D., LaFata J., Villagra V., Beich, J., Salber, P Determining the
Value or Disease. Joint Commission Journal on Quality and Safety. 29(9) :491-499, September
2003.

Villagra, V.G..; “Strategies To Control Costs And Quality: A Focus On Outcomes Research
For Disease Management” ” . Medical Care 2004; 42: [1-24-111-30

Victor. G. Villagra, and Tamim. Ahmed Effectiveness Of A Disease Management Program For
Patients With Diabetes. Hea/th Affairs 2004 23 : 255-266

Espinet L, Ahmed, T, Osmick MJ, Villagra, VG. A Cohort Study of the Impact of a National Disease
Management Program on HEDIS Diabetes Outcomes. Disease Management 2005, 8:86-92
Villagra, VG, “The Integration of Disease Management Into the Qutpatient Delivery System
During and After Managed Care: A Means of Advancing the Chronic Care Model” . Health
Affairs (Web Exclusive) , 23(4), May 19, 2004

Ron Z. Goetzel, Ph.D., Ronald J. Ozminkowski, Ph.D., Victor G. Villagra, M.D., F.A.C.P.
and Jennifer Duffy. “Return on Investment in Disease Management: A Review” Health Care
Finincing Review. 2005, 26 (4): 1-19 www. cms. hhs. gov/review/current. asp — 26k -
2005-08-02

SELECTED ADVISORY BOARDS AND COMMITTEES

US House of Representatives, Ways & Means Subcommittee on Health- Testimony on Disease
Management- May 7t", 2003, Washington DC

78_



- Nancy Johnson R- 5™ District—-Connecticut and Senior members of the Congressional Budget
0ffice- Rayburn Building #2113. Private testimony on Disease Management Outcomes— May 9"

2003, Washington DC.
+ Centers for Medicare and Medicaid: Disease Management Demonstration Projects  February

2003

@®Scott J. Sivik (Vice President, Healthways Inc.)

EDUCAT | ON
M. S.Ed., Education
Baylor University, Waco, TX (1989)
B.S., Education
University of South Florida, Tampa, FL (1988)

PROFESSIONAL EXPERIENCE
Healthways, Inc., NASDAQ: AMHC (1996 - Present)
Nation's leading and largest publicly traded company for specialized,

comprehensive care enhancement solutions to health plans, employers, physicians,
medical management organizations and hospitals with revenues of $400M

Vice President, Account Management, Kapolei, HI (03 - Present)

Regional Vice President Operations, Kapolei, HI (00 - 03) & Nashville, TN (98-00)
Regional Director Operations, Nashville, TN (97 - 98)

Executive Director, Corpus Christi, TX (96 - 97)

Spohn Hospital South, Corpus Christi, TX (93 - 96)

102-bed, not-for-profit, acute care facility, specializing in ambulatory
women' s and health/ welIness services. Member of the multi-hospital Catholic
Healthcare System.

Center Executive— Family Health Services

American Healthways, Inc. (90 - 93)

Program Director, Corpus Christi, TX (92 - 93)
Management Resident, Nashville, TN (91 - 92)
Exercise Specialist, San Antonio, TX (90 - 91)

Pecan Val ley Rehabilitation and Sports Training Center, San Antonio, TX (89 -
90)

Physician-owned physical therapy and sports medicine clinic

Cardiac Rehabilitation Goordinator




@Sandra Foote (Former Senior Adviser of Medicare Health Support Program, Centers for Medicare

& Medicaid Services)

PROFESSIONAL EXPERIENGCE

Centers for Medicare & Medicaid Services, Baltimore, MD

02/05-12/05
06/04-01/05

Senior Advisor, Chronic Care Improvement
Director, Division of Chronic Care Improvement Programs

George Washington University, Washington, D.C.

04/99-05/04

03/98-03/99

Director, Health Insurance Reform Project

Co-Director, National Health Policy Forum

Community Care Network, San Diego, CA

07/94-01/97
09/93-06/94
02/93-08/93
07/93-06/94

Senior Vice President, Group Health
Senior Vice President, Pacific Division
Vice President, Pacific Division

Vice President, Provider Affairs

University of California, SanDiego, Department of Community and Family Medicine

05/79-06/82

Community Health Program Manager and Research Associate

Health Systems Agency of San Diego and Imperial Counties, San Diego, CA

01/77-06/78

Health Planner

U.S. Department of Health, Education and Welfare, Rockville, MD

74-05/76

13-74

RECENT PUBL ICATIONS

Program Analyst, Office of the Director, National Center for
Health Services Research

Program Analyst, Office of Planning, Office of the Assistant
Secretary for Health

Foote, SM. Chronic Care Improvement in Medicare FFS: Cosmetic or Transforming? Hea/th

Insurance Reform Project. Paper for 11™ Princeton Conference of the Council on Health

Policy and Economics, May 2004. www. nhpf.org/pdfs_hirp/

HIRP13 ChronicCarelmprovement. pdf Accessed 19 January 2006

Foote, SM. Population-Based Disease Management Under Fee-For-Service Medicare. feal/th
Affairs, Web Exclusive. W3-342. 30 July 2003. content.healthaffairs.org/
cgi/content/full/hithaff. w3. 342v1/DC1 Accessed 19 January 2006

Foote, SM and Hogan, C. Disability Profile and Health Care Costs of Medicare
Beneficiaries Under Age 65. Health Affairs, November/December 2001; 20(6): 242-253



Foote, SM and Etheredge, L. Increasing Use of Prescription Drugs: A Case Study. Hea/th

Affairs (19)4:

EDUCATION

165-170. July-August, 2000.

Bachelor of Arts, Smith College, Northampton, MA
Master of Science in Health Policy and Management, Johns Hopkins University,

MD

AWARDS

Entrepreneur of the Year Award, SanDiego, Health Sciences, 1994. Event sponsored

by Ernst & Young; Merrill Lynch; Inc. Magazine; San Diego Union-Tribune

@Gregg Mayer (President, Gregg L. Mayer & Company, Inc.)

EDUCAT ION

STUDIES IN JAPAN
90-92
91-93

92-94

BUSINESS EXPERIENCE

81-83
83-86

856-92
86-87
88-90

93-95

B.A., Biology 1981
Ph.D., Physiology 1987
UNIVERSITY OF CALIFORNIA, BERKELEY

Student at Keio University, Tokyo in the Japanese language program.
Research student at The Keio University Graduate School of Business
Administration

Research student at the National Children’ s Hospital Research Center
in Tokyo

BERKELEY ANTIBODY COMPANY, INC. (BAbCO), a biotechnology company
Co—founder and Partner
President and Director

VIVIGEN, INC., a clinical genetic testing company
Director

Vice President

President

MCKINSEY & COMPANY, an international management consulting firm.
Associate

SCIENCE AND TECHNOLOGY CORPORATION @ UNM, a private, non-profit

company formed by the University of New Mexico to commercialize




94~

96-98

00-

university technology

Director

GREGG L. MAYER & COMPANY, INC., a healthcare management consulting

firm
President and Founder

KA|SER PERMANENTE INTERNATIONAL, The international subsidiary of the

largest HMO in America

Director — Japan

PROACTIVE HEALTHCARE TOOLS,  INC.,

organization
Founder & CEO

an

e-health

management
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Dr. Gregg L. Mayer , President, Gregg L. Mayer & Company, Inc.
“A Brief Infroduction to Medicare, and Comparison to Japan's National Health
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A Brief Introduction to Medicare, and
Comparison to Japan’s National Health
Insurance System

Gregg L. Mayer, PhD
January 27, 2006
Tokyo, Japan

Gregg L. Mayer & Company, Inc.

Healthcare Coverage in the U.S.

Income *$
/wealth

Private
Health
Insurance
Etc.

no-insurance

Medicaid

65 Age
Gregg L. Mayer & Company, Inc.




The Nation’s Health Dollar, CY 2000

Medicare, Medicaid, and SCHIP account for one-third of national health spending.

Other Public’
Medicaid and g 12% Other Private?
SCHIP o 6%
15% ‘ .

CMS
Programs

33%
Medicare
17%

Private Insurance
34%

Out-of-pocket
15%

Total National Heaith Spending = $1.3 Trillion

' Other public includes programs such as workers’ compensation, public health activity, Department of Defense, Department of
Veterans Affairs, Indian Health Service, and State and local hospitai subsidies and school health.
2 Other private includes industrial in-plant, privately funded construction, and non-patient revenues, including philanthropy.

Note: Numbers shown may not sum due to rounding.
Source: CMS, Office of the Actuary, National Health Statistics Group.
Gregg L. Mayer & Company, Inc. 3

Medicare Beneficiaries:
Source of Eligibility and Coverage, 2002

Source of Eligibility Source of Coverage
ESRD Medicare+Choice &
Disabled 0.6% Cost HMOs

14% 13%
Elderiy Fee-for-Service
85% 87%

Beneficiaries = 40 million
Notes: 1) Totals may not sum due to rounding; 2) ESRD refers to beneficiaries under age 65 with End-Stage Renal Disease; 3) the
Disabled category refers to beneficiaries under age 65 without ESRD

Source: Eiderly, disabled, and ESRD data from CMS’s Office of the Actuary; Medicare+Choice and cost plan data from CMS's
Medicare Managed Care Contract Report, March 2002.

Gregg L. Mayer & Company, Inc. 4




Number of Medicare Beneficiaries

The number of people Medicare serves will nearly double by 2030.

80 ~ 76.8
) 86
& 70 O Disabled & ESRD
8 O Elderly 6100
E 60 o7
E 50 A 459
3 J 396 73
E 40 343 54 .
P ] 28.4° 33
E 30 37 522
5 204
L} 20 386
= 310 341
255
10 A 204
0
1970 1980 1990 2000 2010 2020 2030

Calendar Year

* Numbers may not sum due to rounding.

Source: CMS. Office of the Actuary

Gregg L. Mayer & Company, Inc.

Types of Supplemental Health Insurance Held

by Fee-for-Service Medicare Beneficiaries, 2000

Note: Medicaid (shown above) includes both Qualified Medicare Beneficiaries (QMBs) and Specified Low-Income Medicare

Most beneficiaries using fee-for-service Medicare have private,
supplemental health plans.

Medicaid No Supplemental
19% Insurance
15%
Other
2%
Individual
Employer- M;t;:'?ap
o
Sponsored
33%
Medigap &
Employer-Sponsored
Insurance
5%

Beneficiaries (SLMBs)

Source: CMS, Office of Research, Development, and Information: Data From the Medicare Current Beneficiary Survey (MCBS) 2000

Access to Care File

Gregg L. Mayer & Company, Inc.




Sources of Payment for Medicare
Beneficiaries’ Medical Services, 1999

Medicare pays a little more than half of the total cost of beneficiaries’ medical care.

Medicaid
12%

($1,103)

Private Medicare

Insurance 553%
12% ($5,043)
($1161)
Direct
Out-of-Pocket*
19%
($1,825)

Other Sources
5%
($441)

Overall Medical Expenses per Medicare Beneficiary = $9,573

*Beneficiary out-of-pocket spending does not include their payments for Medicare Part B premiums, private insurance premiums,
or HMO premiums.
Note: Data are for all beneficiaries, both fee-for-service and Medicare+Choice enrollees.

Source: CMS, Office of Research, Development, and Information: Data From the Medicare Current Beneficiary Survey (MCBS) 1999
Cost and Use File.

Gregg L. Mayer & Company, Inc.

Sources of Payment for Medicare
Beneficiaries, by Type of Service, 1999

Medicare pays a large proportion of the total expenses of services it covers.

100

Percent of Expenditure by Payer

inpatient  Home Health independent Skifled Medical Outpatient Other , Prescribed  Long-Term
Hospital Labs Nursing Provider Hospital Medical Medicines Care
Facility

" OOP is out-of-pocket.
2 Other Medical includes things such as hospice and durable medical equipment.

Source: CMS, Office of Research, Development, and Information: Data from the Medicare Current Beneficiary Survey (MCBS), 1999
Cost and Use File

Gregg L. Mayer & Company, Inc.




Total Health Care Expenditures for
Medicare Beneficiaries, 1999

Total Health Care Expenditures = $385.2 Billion
Dental
3%
($10.4) Rx Drugs

10%
Medical Provider
22% ($39.8)
($83.1) Home Health
2%
($7.8)

LTC
24%
($88.0)

Hospital
40%

($155.7) SNF

4%
Hospice ($14.1)
1%
$2.2)
Note: Premium payments are excluded. LTC is long-term care. SNF is skilled nursing facility.

Source: CMS, Office of Research, Development, and Information: Data from the Medicare Cuirent Beneficiary Survey {MCBS) 1999
Cost and Use File.

Gregg L. Mayer & Company, Inc.




HEALTHWAYS

Managing Chronic Disease
in the Senior Population:

Healthways Medicare
Health Support Programs

Scott J. Sivik
Vice President

Medicare Health Support Symposium
Tokyo, Japan

27th January 2006

The Healthways Embrace

} Healthways Corporate Overview

¢ Founded 1981 and publicly traded (NASDAQ: Reviewedand approved by
AMHC) %JOHNS HOPKINS
e Listed in the top 20 on Fortune’s overall list of
fast growing US businesses and a Businessweek .
magazine top 100 growth company @ Mlnlm.cga,( GlObak

e 9 Care Enhancement Centers, staffed by over
1,500 nurses and certified clinical professionals m
e Hold all major US Disease Management TRom Touvant 1o P
accreditations

e Validated clinical and financial outcomes

published in third party, peer reviewed journals DM Program 1,900,000

Participants

» All programs reviewed in partnership with Johns
Hopkins School of Medicine

1,400,000

1,000,000

600,000

) 363,000
G HOPRINT

212,000
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} Healthways Experience

4

company

e Largest and most experienced US Disease Management

e Provider of comprehensive Disease Management programs
to large insurers, employers and the US government (CMS)

e Over 20 years of experience and the pioneer of High Risk
Case Management and Disease Management

e Proven results in reducing hospital bed days, admissions,
emergency department utilization and total medical costs

e Leader in implementing large-scale, culturally adaptive and
customized DM programs across large geographies

e Managing nearly 2 million patients on a daily basis,
returning more than $1 Billion in cost savings to customers

s Industry leading technology and training systems

pansasas SYBL iy "ou| ‘SABMUIESH 900Z 1
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} Healthways Total Population Health Support
and Condition Management Platform

Current Product Offering

Products/Tools in Design

Products/Tools in R&D
.

D '

1

; >

Health Support
My Health 1Q

Condition Management

Diabetes

CAD

Heart Failure

COPD

Asthma

CKD/ESRD

Depression

Oncology

Impact Conditions

« Acid Related Disorders

= Atrial Fibritiation

»  Decubitus Ulicer

« Fibromyalgia

*  Hepatitis C

» Inflammatory Bowe/ Disease
« lrritable Bowel Syndrome
« Low Back Pain

< Osteoarthritis

+  Osteoporosis

« Urinary Incontinence

Advanced Care Management
Status One

Health Support
24 Hour Advice Line

Lifestyle Interventions:
« Exercise Management
+ Smoking Cessation
+  Weight Management
+ Exercise Management
+ Stress Management
+ Depression Management
» Medication Adherence
- Lipid Lowering Adherence
— Anti-hypertensive Adherence

Condition Management
Comprehensive Back Pain
CKD

Tools/Piatforms
Advanced Predictive Modeling

Savard System

Condition Management
Metabolic Syndrome

Advanced Care Management

Short Term Disability Care
Management

Long Term Care Management

Tools/Platforms

Consumer Directed Policy Support
Advocacy

Medication therapy management

Physician Integration: Pay-for-
Performance

Remote Patient Monitoring
PATH Profiling

Member Portals
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HEALTHWAYS

The Medicare Chronic Care
Improvement Pilots:

Medicare Health Support

The Healthways Embrace

Healthways is Participating in Two
of Eight MHS Pilots

'Aetna / Health Dialog
LifeMasters

XL Health
CIGNA /
Healthways

Humana /
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Healthways MHS Pilot 1: State of
Maryland and District of Columbia

......................................................... B T LT T L e

State of Maryland and the ¢ Program managed by Heaithways
District of Columbia o Start date Aug 1, 2005

General Population Demographics:

¢ Intervention group size - 20,786,
Control Group approx 10,000

e 50/50 Gender,

e 12% <65y0, 31% > 80 years old,
mean age 75

e On avg. take over 10 Rx meds

e On avg. they have over 5 coded co-
morbidities

e They spent on average 11 days in the
hospital or SNF last year

e 20.3% have Heart Failure alone . ) . . .
* A high acuity patient with Heart Failure

* 59% have high risk Diabetes alone spends on average over 35 days in the
(HCC >1.35) : hospital or SNF each year
¢ 20.7% have both HF and Diabetes * Approximately 1.5% die each month,

« On avg. they have seen over 6 or 5-6 per day

physicians in past year
Demographics in Long Term Care
(LTC) Facilities: e On average they spent 58 days in

* 558 Patients in Long Term Care a hospital or SNF last year

e Only 4% are in Hospice when they
die
 ALOS in Hospice < 4 days

¢ 66% are Female
¢ 49% > 80 years old

e Almost 66% have Heart Failure

pansesas siybil iy oup 'sAemylEar 9007 - -
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} Healthways MHS Pilot 2: State of Georgia

................................................... Rt a s rr A uEREE AR eeeNETAETNIe¥ e XA NN SR ARA RN NN B AN e e b s AT e TR eN ey

e Program managed by in partnership
with CIGNA Healthcare

e Start date Sept 12, 2005

........................................................ T

State of Georgia

General Population Demographics:

e Intervention group size - 21,373 e On avg. they have over 5 coded
: co-morbidities
+  Control Group approx 10,000 « On average they spent 10 days in

i t ye
«  50/50 Gender, a hospital or SNF last year
e 19% have Heart Failure alone

e 16% <65y0, 26% > 80 years old,
mean age 75

e« 21% have HF and Diabetes

e« 60% have high risk Diabetes alone,
(HCC >1.35)

Demographics in Long Term Care
(LTC) Facilities:

e 539 patients in Long Term Care e On average they spent 54 days in
: a hospital or SNF last year

e  67% are female
* Readmission rates are 2-3X rest of

e 48% > 80 years old population
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} Key Program Features

4

Voluntary

Participants must enroll in the
program (no automatic
participation)

No charge for participants

Supportive, not restrictive

Not a substitute for current care
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} Expected Results

4

o Improved health and quality of life

e Lower average Medicare costs

e Reduced complications, emergencies and
hospital admissions

¢ Increased adherence to evidence-based care
guidelines

e Better coordination of care
through use of new health
information and communication
technologies




HEALTHWAYS

Healthways MHS
Program Components

The Healthways Embrace

11

} Healthways Follows 3 Guiding Principals

19 patient and his o
s n. Everything else in
the health care system exists
solely for the purpose of
improving the value of that
interaction,

health. The best way to improve
health is to change behavior.

Buiiding trusting

relation
cutcomes improvement — it s
about people, not their disease.
In order to create change. you
must establish unconditional
credibitity and positive intent.
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Integrated Care Management is at
the Heart of the Program

=

X

8

F

3

E:
Call centers staffed by Utilizing proprietary clinical Community-based nurses = :éu
empathetic and highly and IT tools to help patients work face to face with ; ;i;
skilled nurses and doctors adhere to patients and physicians s 3
standards of care to insure best outcomes Z 9
] &
13

AMHC MHS - Three Levels of Intervention

Long Term Care Management: 3% of Patients

* Face-to-Face in NHs, RNs and Geriatric NPs
+ End-of-Life Planning, Pain & Palliative Care, Hospice

0, . . .
3% e Early detection of potentially reversible causes of hosp
admissions

Intensive Case Management: 15% of Patients

+« Telephonic and Face to Face, RNs and Geriatric NPs
15%  High risk for hospitalization
» Coordination with physicians
* Coordinate community resources

Care Enhancement: 82% of Patients

* Telephonic and Face to Face, RNs and Geriatric NPs

e Telephonic, RNs

* Outbound scheduled calls

* Geriatric Assessments (Safety, cognitive, depression, prognosis)
e Improve adherence to physician care plan

e Patient empowerment

panasal syu Iy "ou) ‘SAEM)ESH 9007
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Care Enhancement

Healthways MHS Program
Goals and Intentions

Intensive Case

Management

Long Term Care

Prevent or Slow Rate
of Disease Progression

Prevent Imminent
Hospitalization and
Facilitate Preparation of
Advance Directives

(Custodial Care)

Maintain Dignity,
Independence,
Higher Quality of Life

Encourage Advance
Directives

Coordinate Care and
Enhance
Communication

Advocate for patient
and

Prepare for End-of-Life

Promote Self-
Management

Intervene on patient’s
Behalf and Move Back
Towards Self-Reliance

Avoid Preventable,
Perhaps Wasteful,
Hospitalizations

PaAsasal SIYBI Iy "ou| 'SABMUIEBH 900Z
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Summary of Primary Differences from
Healthways’ Commercial DM Programs

e Voluntary participation — patients must enroll in the
program (no automatic participation)

e Program clinical and financial outcomes to be measured
using a Randomized Control Trial (RCT) methodology,
rather than using performance against trend

¢ More frequent telephonic contact with program

participants

¢ Coordination of care for participants in Long Term Care

facilities

« Introduction of enhanced medications management in
partnership with excelleRx
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Senior-specific Components of
the Healthways MHS Program

-

Senior Assessment

!

et

- Cognitive screen
- Senior depression screen

- Safety screen
- Prognostic indicator l

- High risk for hospitalization indicator

Enhanced EOL/Pain & Palliative Care/Hospice Moduie

Institutionalized patient Program
e Face to Face Intensive Case Management

e Enhanced Medication Management (in partnership
with  excelleRx)

¢ Enhanced Use of Community Resources

ponsesas siybis iy duj 'SRemUNERH 9002 &

{enuapyuog g Azejanidosd

e Outreach and Consent Program
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} Additional Monitoring of
Medications Management

« Ensure adherence and compliance to prescribed drug
regimen: non-adherence to drug regimen is a leading cause
of hospitalizations for those with CHF

+ Ensure right drug, right dose, right frequency, etc.:
76% of the elderly had a discrepancy between their recorded
prescription and what they are actually taking

* Reduce adverse drug events: 12.5% of elderly receive the
wrong drug. Cardiovascular drugs, diuretics, analgesics,
hypoglycemic agents and anticoagulants represent the most
common medication categories with errors

e Avoid costly care: appropriate use of medications coupled
with compliance adherence monitoring results in decreased
Emergency Room visits, reduced Hospitalizations and avoided‘

>

Re-hospitalizations —
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} What Does the Participant Receive?

4

* Telephonic Interventions - Frequent, ongoing calls
with patients by empathetic nurses and dietitians
- Welcome Calls
- Frequent Care Calls Based on Patient Stratification
- Standard of Care Reminder Calls
- General Health Assessment
- Condition Specific Assessment
- Depression Screening
- Quality of Life Survey

¢ Mail-Based Interventions - Frequent Education
Materials
- Quarterly Newsletters
- Reminder Mailings
- Numerous Educational Materials

¢ Web-Based Interventions
- Education and Information

panasal Spybu iy ouf ‘SAemUlEsH 900z &
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} Telephonic Interventions

Care Calls may focus on some
or all of the following topics:

e Readiness for change

¢ Disease process, symptoms and early warning signs
¢ Medication regimen and adherence

¢ Self care and behavior change goals

* Self care skills

o Lifestyles changes, dietary guidelines, stress
management, physical activity

e Action plans based on member’s personal best values
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HEALTHWAYS

Technology
Platforms

The Healthways Embrace

21

} State of the Art Technology Platform

L]
uPo pULATIONWORKS™
HEALTH MANAGEMENT SYSTEM

Our proprietary clinical
platform used to
manage patients

QMMIQ“’

PREDICTIVE MODELING
Proprietary predictive
modeling and patient
stratification

technolagy

"
@CARESTEPS“‘
PATIENT FDUCATION AND ASSESSMENT
Patient health

assessment and
education topls online

CLINICAL UTHIZATION and PHARMACY

Care records repository
and analytical engine to
identify and stratify
populations
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} Call Center Technology Platform

PopWorks Clinical Software Telephone Solution
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} PopWorks Highlights

d

¢ Expert System

- Medical evidence and expert opinion to guide
assessment and interventions

- Designed to be flexible, supports rapid modification for
custom program delivery

o Effective
- Produces highly personalized care plans
- Suggests priority for accomplishing clinical progress

o Efficient
- Designed to scale for the management of millions of
patients
- Easy to use interface
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} Home Monitoring Overview

LAN Care
Server Enhancement
Center

Measurement
Data

t a—

Hub Clinical Review Software

Patient

Blood Provider
Pressure Intervention
Unit as Necessary

Patient and Care
Provider

HEALTHWAYS

Closing
Remarks

The Healthways Embrace

26




} Major Challenges

1. Designing the program, identifying critical partners and making
appropriate changes to systems (IT, training, etc) at critical points of
integration

Critical Success Factors: A dedicated multi-disciplinary (clinical, social care,

IT, training, etc) project team, and a rigorous application of project
management techniques and processes.

2. Developing of a successful patient enrollment program that has
delivered participation rates in excess of 90%

Critical Success Factors: Work with leading experts to create archetypes and
target customized communications. Most importantly, effective execution
and continuous improvement of processes.

3. Working on a new level of partnership with long-time Healthways
customer CIGNA Healthcare
Critical Success Factors: Utilize a highly collaborative approach, constant

communication and a well defined process for quickly resolving differences in
approach or philosophy.
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Results to Date - State of Maryland and
District of Columbia

+ As of 12/31/2005 — 22 weeks post go live
— Contacted over 16,500 patients — over 87% of population
— Over 94% have agreed to participate

Less then 5% have declined participation

Over 13,000 have had a senior assessment completed

Over 10,000 have had their pharmacy module completed
« Over 5,000 have had high or medium issues identified
» Over 250 physicians have been communicated to by PharmD concerning
very high risk medication issues

— Visited over 520 patients in LTC facilities

+ Between June of 05 and 12/31/05

— Over 2,000 physicians & offices visited representing >14,000 patients
— Predominately positive response to date
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} Results to Date - CIGNA Program -
Northern Georgia

» As of 12/31/2005 — 16 weeks post go live
— Contacted over 15,000 patients — over 82% of population
— Over 93% have agreed to participate
Less then 5% have declined participation
Over 11,000 have had a senior assessment completed
Over 8,000 have had their pharmacy module completed
Visited over 480 patients in LTC facilities

|

+ Between August of 05 and 12/31/05
— Over 500 physicians & offices visited representing >5,000 patients
— Predominately positive response to date
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HEALTHWAYS

She had lost 14 pounds in the past month
and blood glucose had gone from 150 to
280. I gave her several dietary
recommendations and urged her to call her
physician. She had an appointment with
the physician yesterday, and he ordered a
thyroid test. In our earlier call, she told me
about her food intolerances and we
discussed how she can add calories to her
diet without adversely affecting her glucose
or cholesterol.

--Jan Murphy, RD
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HEALTHWAYS

... he complained of swelling in his
legs and said he was unable to wear
socks. He also mentioned that his
dose of aspirin was recently
increased, and he was experiencing
some bruising. I advised him to call
his physician ASAP. During a
Sollow-up call; he told me he had
contacted his doctor and the doctor
reduced his aspirin dose and put him
on Lasix,

--Janice Murphy RD
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HEALTHWAYS

Since we spoke with fiim
about portion control and
diabetes meal planning,
patient has lost 10 pounds
and has not needed as much
insulin. MD is reducing
insulin dose.

--Suzanne Breckenridge, RD
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The Healthways Embrace

Questions
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The Case for Medicare
Health Support

Tokyo, Japan
January 27, 2006

Victor G. Villagra, MD
President
Health & Technology Vector, Inc.

The Prf t trm Sia L LE S TE';EETF'“' N

Demographics




The Perfect Storm
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—— Overall inflation Workers' Earnings

3
Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits; 2003. Dental work by Arnie Milstein, MD.
Note: Data on premium increases reflect the cost of health insurance premiums for a family of four.
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Comparative Health Care Costs
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Denrark

Chart 1: Heaith expenditure per capita, US$ PPP, 2001
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Source: http://www.oecd.org/datacecd/10/20/2789777 .pdf
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Comparative Health Care Costs

Chart 2: Growth in pharmaceutical expenditure per capita, in real terms, 1990-2001 (1990=100)
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Concentration of Total Annual Health
Care Expenditure Among Medicare Beneficiaries- 2001
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Concentration of Total Annual Health Care
Expenditure Among Medicare Beneficiaries- 2001
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Chronic Diseases: A Growing National Concern

125 million Americans lives with some type of chronic condition, defined as
a condition which lasts a year or longer, limits what one can do and may
require ongoing care.

-John Hopkins University and The Robert Woods Johnson Foundation

Number of Chronic Conditions {by million people) | ™ 2020

2000
4
3
2
1
Total
(S 510 1 60 1 '50 260

Americans Affected with Chronic Conditions,
2000-2020
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Crude and Age-Adjusted Prevalence of Diagnosed Diabetes
per 100 Population, United States, 1980-2004
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Hospital Discharges for Congestive Heart Failure

by Sex
United States: 1970-2000
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Note: Hospital discharges include people both living and dead.
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Variations in Care
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' The Quality Imperative

Doctors provide appropriate health care only about
half the time (e.mcaiynn, et al., NEJM, 2003)

Alcohol dependence [ 111%
Hip fracture [ 123%

Peptic ulcer | 133%
Diabetes | 145%
Low back pain | 169%
Prenatal care | }73%
Breast cancer | 176%
Cataracts | 179%
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Capacity of the OP
Delivery System

Baby-boomers coming
of age

Overwhelmed delivery
system devoted to caring for
the chronically ill

13
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A Typical Office Visit

* Greeting/inspection

« Brief update on issues discussed at last app.
* New symptoms

* Limited Review of Systems

COPD » Focused physical
exam:

Retinal
Neurologic
Peripheral vascular

* Rx refills or adjustments
dose/frequency

* Patient education
Smoking cessation
Nutrition
Exercise

14
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The Actual Patient Experience?

Health Care Providers
Dr. #1 O O

Dr.#2 % © ¢

Dr.#3 % %
Hospital &

Pharmacy #1 < ©

Pharmacy #2 % %

Acupuncturist & & <&

Health Store < % ©

Diet Center © ©

Grocery AR R O SR
Neighbor &
—

time 15
Source: Dr. J.K. Jones, The Degge Group, Ltd.
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The Care Coordinator:
The Primary Care Physician

@ = Patients 16
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Payer 6

Specialist 1 ' Specialist 2

Spec i

Specialist 5

Payer 5
a= .

Payer 3

@ = Patients 17
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The Complex Role of
Primary Care Physicians

* Delivery Primary Care..........ccoeevveeeinnnnn.

« Coordination of Care........cccovvvvvviiiieennnns .

a) No time

b) No data

c) No information systems

d) No mass communication infrastructure
e) Limited decision support

f) No reimbursement

dEALTH & TECHRNOLQGY
o

ESCIOR = LKHEG

Physicians and
nurses cannot
do it alone

20
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CARE COORDINATION AT A POPULATION LEVEL
ATTEMPTS TO COMBINE T

» Practice Guidelines

» Primary and specialists

» Data

« CQlI Principles

» Communication Technology
» Customer Service and

- Patient’s Values

TO ACHIEVE

« Optimal health outcomes

» Consistently

» High satisfaction level

- For as many patients as possible
- Affordably

HEALTH & TECHNGOLOS

Disease Management

24-Hour

Claims  Eligibility | Provider Lab  HRA/QOL UM Hcalth
Advice

Care

Management 2
&=\ Workstation
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Member Engagemeﬁtw

Infrastructure- CHF DM Program

Disease Management

Outbound Care Managers Call Centers
23
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Interventions That Work

Telephonic interventions: 5 studies in CHF
Intensity/duration matters

Frequency or Intensity of Admissions Office
Telephonic Interventions /days ER Use Visit Cost References
8 calls over 2 years -28% -19% JAMA 1992 267.1788-1793

13.6 calls over 6 mo. -87% 67%  -31%
16 hrs over 6 mo. -26% NC NC
7.5 calls lasting 5.7 min. NC

1 call post discharge

Riegel B Arch Intern Med. 2002 Mar 25;162(6):705-12. 24
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Interventions That Work

Comprehensive Disease Management Interventions reduce
Hospital admissions from 40-50%*

DM interventions invariably augment the effect
of pharmacotherapy**

* Rich MW. J Card Fail. 1999 Mar;5(1):64-75.
** Riegel B:Arch Intern Med. 2002 Mar 25;162(6):705-12.

25
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Effectiveness Of A Disease
Management Program For
Patients With Diabetes

Testing the impact on health care quality, use, and spending shows
that disease management has many positive effects.

by Victor G. Villagra and Tamim Ahmed

ABSTRACT: Diabetes diszase management programs (DDMPst are proliferating, but their
effectivensss in improving quality and mitigating health care spending has been difficult to
measure, Using two guasiexperimantal methods, this study analyzed the firstyear results
of 3 mukistate DDMP for people with diabetes sponsored by & national managed care orga-
nization. In both analyses, overall cost of care were significantly lower in DDMP sites, and
the payer saved more thar it spent. Pharmacy costs showed mixed results. Quality scores
inthe DDMP sites were significantl betler than in sites without the program.

Health Affairs, July/August 2004 26
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Parallel Group Comparisons ‘ Pre-post Comparisons
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Results adjusted for age-sex and co-morbidity differences (ETG-ERG, Ingenix)
29

i —
it Al LH & TECHNOLOGT
TECIORCLILC

Ey
Peo
e

o

G

-

e

Shssal o

30




HEALT & TECHNOLQGY
SR —
VESIOReLNC

Quality Indicators- Full Participants-
Parallel Group Analysis

p<.001

90%
80%
0% |
80% §
50% |
40%
30%
20%

10% §o

0%
HbA1c Testing ACE inhibitors DiiatedRetinal Exam Microalbumn LipidTesting TobaccoUse

@ Control B Intervention

31
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HEDIS Quality Indicators by
Length of Program Exposure

100.0% 10,000
90.0%
80.0%
1.000
70.0%
60.0% B8 DDMP
Partial DDMP
50.0% 100 = Non-DDMP
# of Healthplans
« 40.0% Sample Size
30.0%
10
20.0%
10.0%
O0% oATo Gontrol  HoA1c Testing  LDL-CLevel  LDL.C S : Nephropath -
¢ Control ¢ Testing -C Leve -C Screening  Nephropathy
Rate” Rate Rate Rate Monitoring Rate Eye Exams Rate
EE53 DOMP 65.4% 85.1% 53.7% 85.9% 47.2% 55.9%
Partial DDMP 60 8% 82.1% 50.4% 83.5% 33.5% 37.4%
. Non-DDMP 53.6% 76.6% 46.0% 79.5% 36.8% 49.2%
# of Healthplans 20 20 19 20 20 20
Sample Size 7,993 7.993 7,582 7.993 7,993 7.993

Source: Lawrence M Espinet, MBA 1, Mary J Osmick, MD 2, Tamim Ahmed PhD 3 and Victor G.

Villagra, MD 4. A Cohort Study the impact of a National Disease Management Program on HEDIS 32
Diabetes Outcomes. American Diabetes Association 63rd. Scientific ~ Session. New Orleans June
14,
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Observations on
Cost and Quality of Chronic Care

Public Private

Sector  Sector

33
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Medicare Prescription Drug, Improvement

And Modernization Act of 2003
Public Law 107-183

Section 721: Voluntary Chronic Care Improvement
under Traditional Fee-For-Service

34
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Subgroups Driving Cost

40%

35%

30%
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15% 1
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CHF corp Diabetes ESRD Dementia  Medicaid Died Institutionalized

I Percent of enrollees Percent of FFS program spending J

NOTE: Spending includes treatment of co-morbidities, by enrollee subgroup, 2002

SOURCE: C. Hogan and R. Schmidt, MedPAC Public Meeting, 03/18/2004 35
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Population Risk Profile

63% of Medicare beneficiaries have 2 or more chronic
conditions *

On average, Medicare beneficiaries see 6.4 MDs and fill
20 Rx per year”

23% of beneficiaries have 5 or more chronic conditions**

*Medicare Standard Analytic File, 1999. Anderson GF. Testimony on Promoting
Disease Management in Medicare -www.partnershipforsolutions.com/statistics/
**Medicare Standard Analytic File, 2001. Anderson GF. N Engl J Med 2005; 353; 305-309

36
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Population Risk Profile

On average, 1 Chronic

0 Chronic  ¢condition 2 Chronic

beneﬁciaries Conditions 3% Conditions
. 1% 6%
with 5 or more

. o . 3 Chronic
chronic conditions ~~ Conditions
see 14 MDs* and fill | 10%

i 5+ Chroni 4 Chronic
57 RX per year'** Conditio':':: - Conditions
68% 12%

*http://partnershipforsolutions.com/
DMS/files/Medicare_fact_sheet.pdf
** Older Americans, 2004. Federal
Interagency Task Force on Aging-
Related Statistics

Johns Hopkins University, Partnership for Solutions:
Medicare Standard Analytic File, 2001

37
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Phase | Programs

American Healthways l

MckKesson
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National Organizations Helping
to Promote Understanding of MHS

.
AARP American Heart
m The powar o make i befter.” Association.

Learn and Live..

L\ American Diabetes Association.

Lure » Care » Commitment®

; Federation of o .
TRY 1 Visiting Nurse » : ;&'g
\f N XA{_\ Associations American ! ©
PO VY of America® Hﬁgp“ﬁl&w “s"ﬁ‘f::

NATIONAL HEALTH COUNCY

ENational Kidney Foundation®

Making Lrves Better

BlueCross
BlueShield
Association

DMAA

Sireass Maazgemant Assaiation 31 America

Who is eligible?
Medicare Fee-For-Service only

Pre-selected by CMS through claims review,
applying selection criteria (e.g., not in hospice)

All have diabetes and/or congestive heart failure
and HCC risk scores of 1.35 or above

Only individuals invited by CMS can participate in
Phase | programs

40
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Key Features of MHS

Voluntary
No charge to participants

No change in Medicare benefits, choice of
providers or claims payment

Supportive, not restrictive
Not a substitute for current care

4
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Personalized Support

Medical Coordination Beneficiary
Care & Self-Care
Support Communication Support

42
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New Population-Based Model

Fees at risk: Ql, $,
satisfaction

Beneficiaries’
Physicians

<4——p Data exchange
@@ Fee per person/nzgnth

EEALTH & TECHNOLOGY
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$$ 2T Data

Physician Physician Physician Physician Physician Physician
Ofﬁc Office Office _Office Oc Ot

1

NN

» OO0 0000000006000 0OD OO0 «
Patients
Quality Satisfaction Savings
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Advantages of Model

Flexibility to customize and innovate
Incentives for regional collaborations
Savings measured across provider “silos”
Sufficient scale to detect significant impacts
on population health

45
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Emerging Partnerships

Many new national and regional alliances
developing with awardees

Examples:

American College of Physicians
American College of Cardiology
American Academy of Family Physicians
American Geriatric Society

46
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Expected Results

Improved health and quality of life
Lower average Medicare costs

Reduced complications, emergencies and hospital
admissions

Increased adherence to evidence-based care

Better coordination of care through use of new health
information and communication technologies

47
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Where is MHS leading?

New strategies to improve chronic care cost-
effectively on a national scale

» Focus on prevention

= New partnerships

» Fostering innovation

= Accountability for performance

48
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Medicare Health Support
Awardees and Starting Dates

Oklahoma: LifeMasters Supported SelfCare, Inc. - started 8/1/05
W. Pennsylvania: Health Dialog Services Corp. - started 8/15/05
Washington D.C. & MD: American Healthways, Inc. - started 8/1/05
Mississippi: McKesson Health Solutions,— started 8/22/05

Chicago, lllinois: Aetna Life Insurance Company,— started 9/1/05
Northwest Georgia: CIGNA Health Support, LLC,— started 9/12/05
Central Florida: Green Ribbon Health— started 11/01/052005
Tennessee: XLHealth Corporation— to start January, 2006

49
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