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Now that we’ve equipped a lot more people with
health insurance security blankets...

..it’s time to talk (again) about how much we are paying for
health care

Tonight’s Feature Presentation
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“Some of this actually happened”
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How it all ends....
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In health care, something like this actually happens
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“A $250 Million Fraud Scheme Finds a Path to Brighton Beach”
New York Times, Feb. 29, 2012

“The plot involved 10 doctors, 9 separate clinics in New York
City and 105 different corporations, all in service of a

health care fraud ring that federal authorities say conspired
to steal more than a quarter of a billion dollars from

insurance companies.

“ And when the details were announced on Wednesday, they
cast an unflattering spotlight on how immigrants
from the former Soviet Union have often dominated

such schemes in the city.”

* John Jenrette, one of Congressman charged

and imprisoned in Abscam.
* Said on tape as potential of bribe discussed:

“I got larceny in my blood.

I'd take it in a goddamn minute.”
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“Everyone loved this guy...He had a huge
heart.

kv . . .
A “He had just gotten gambling legalized” to
o, provide jobs for his constituents.
\L “That’s the way the world works.
Mayor Carmine Polito of Not black and white...extremely gray.”
Camden, New Jersey

“Choosing Wisely” Survey, Feb.-March 2014

» 73 percent of physicians said the frequency

of unnecessary tests and procedures is a D -

“very or somewhat serious problem.” . OOSI“g
. YT 3
» 53 percent say that even if they know a .

medical test is unnecessary, they order it if a . Ise y

patient insists.

R . An initiative of the ABIM Foundation
» 72 percent of physicians say the average

medical doctor prescribes an unnecessary
test or procedure at least once a week.

» (PS: They blame malpractice)
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Variation: tonsillectomies in children, 2007-10

More than four-fold variation
10.9 per 1,000 in Littleton, NH
2.7 per 1,000 in Bangor, ME

* Average cost of pediatric tonsillectomy in US
=$5,000

[] No data

[ 2.7-<4.3(6)
[ 4.3-<5.4(6)
[ 5.4-<5.9(6)
B 595-<8.1(6)
B 8.1-109¢()

Source: Dartmouth Atlas of Children’s Health Care in
Northern New England, 2013

Dartmouth Institute Map of Price Adjusted Medicare PMPM
Spending by HRR (2008)

% of variation
In Medicare
spending due
to post-
acute care
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INSTITUTE OF MEDICINE

OF THE NATIONAL ACADEMIES
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Utilization Rate Ratios Between Top And Bottom Quintiles Of
Sixty Community Tracking Study Sites, 2004—06.

Durable medical equipment —f
Part B drugs —
Diagnostic tests =
Home health —
Imaging —

Minor procedures =
Outpatient —

Other physician —
Skilled nursing —
Major procedures =
Other Part B —
Primary care visits =
Inpatient —

Total —

1 1 1 L] L]

15 20 25 3.0 35
Ratio, quintile 1 to quintile 5

Reschovsky J D et al. Health Aff 2012;31:956-964

It’s the Prices, Stupid

* Since 2000, rising prices of hospital charges, professional services,

drugs, devices, and administration costs have produced 91 percent

of the increases in health spending

 US prices for almost every aspect of health care greatly exceed

those in all other high-income countries

* Sources: Moses H et al, “The Anatomy of Health Care in the United States,” JAMA 2013; 310(18):1947-1964;

International Federation of Health Plans
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International Price Variation: An Example
Figure 3.1
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Hospital hustle

Hospital purchases of physician practices
Shift of procedures to hospital outpatient facilities
Hospitals impose “facility fees;” patients with high-deductible health plans hit

MedPAC, CMS pushing "site-neutral" policies; estimates that Medicare

beneficiaries would save $900 million/year

Identified 12 groups of services commonly performed in ambulatory surgical
centers (ASCs) that would generate about $600 million in annual savings if

outpatient hospital payment rates are lowered to the level of ASCs.

“Bitter Pill” by Steven Brill, Time, March 2013

» “Steve H.,” retail store worker in 30’s
* Outpatient visit, specialist Mercy Hospital, Oklahoma City
* Presented with aching back

* Specialist recommends RestoreUltra neurostimulator, manufactured by
Medtronic, to deliver spinal-cord stimulation

Same-day surgery in Mercy outpatient center
Charged $7,882 for basic medical and surgical supplies; $6,289 for facility fee
Charged $49,237 for stimulator (wholesale list price $19,000; 160% markup)

Total bill: $86,951
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Insights from the Medicare Part B Data Dump, April 2014

» Ophthalmologists administering
drugs for age-related macular
degeneration

» Reimbursement = the drugs’

Medicare’s Most Reimbursed Ophthalmologists

Nearly 3,000 ophthalmologists fell in the top 2 percent of Medicare Part B recipients, each receiving more than $470,000 in payments in 2012. In
that top 2 percent, ophthalmologists were the most represented specialty, accounting for 1 out of every 5 doctors. APRILS,2014 | RELATED ARTICLE

. North

[ ‘.‘
‘e

Dakota
Montana -

Minnesota

Minneapolis
P . )
\Ms:nns:ﬂ'

5/14/14

‘Wyoming Milwaukedt

“average sales price” plus

Nebraska &

‘ 8
 Pennsiviria

o Pittsburgh Philadelph;

Indianapolis g Columbus _ .~ A

2 ol West

& Virginia

6 percent : ; il
Nevada 49" United States + % ndg"
Colorado = © (@Kansas Gity
Kansas Missouri st Lnuis. ” . a

» Avastin and Lucentis, both made by . B el ST Yl
. (i . Shr; Yo Colmbi

« Delaware
.

.
Las Vegas
Yeg:

the drug company Genentech,

® -.
) ool D S,

LT e — « Chirlotte . *

[ e Arizona 5 . ®
Wos Aaocies New Mexico + o \'Mana, soute
R @hoenix e & Carolina &

L Mississippi @
Sangiedo, FunWmlh‘Da\la: Alabama »

Georgia

Albquer'que
found to produce equivalent results

Tugson Ciudad L
& Jugrez e

i = @ Texas

in a federally funded trial

. ° .
o9 2 - Jacksonville
" . L

California Austin ® N -
(] Hoggions © Lotisidha

Sonora

(SOL! cmhuahua\[”‘\ o

> 4
Map data £2014 Google,INEGI _ Ters of Use

» Annual treatment costs

Source: The information presented here is from a database released by the Centers for Medicare and Medicaid Services. The database excluded, for privacy
reasons, any procedures that a doctor performed on 11 or fewer patients. The total reimbursements for each doctor do not include those procedures either.
Results shown above include only the individuals like doctors, nurses or technicians but not organizations like Walgreens. While some providers could have
multiple offices, the address shown is the main address indicated in the database.

range from $650 for Avastin
(used off-label) to $50,000

with Lucentis
Source: New York Times, April 9, 2014
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“At $84,000, Gilead Hepatitis C Drug
Sets Off Payer Revolt”
Bloomberg.com, Jan. 27, 2014
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Price Shock Not Felt Round the World

Price of Sovaldi
(12-week cycle)
$84,000

$2,500 $900
 ——

U.S. Germany K. India Egypt

2014 Expresa Serip

California Health Technology Forum, March 2014

Using an estimate of the number of infected individuals in California who know of their infection

and would be considered for treatment, we estimate that replacing current ith simeprevir-
and sofosbuvir-based regimens would raise drug expenditures 22-33 billion in a single year

assuming 50-75% of infected individuals were aware of their infection and presented for treatment.

We looked for potential cost offsets to drug treatment resulting from downstream reductions in
liver-related complications that would be expected with successful treatment of hepatitis C
infection. At a 5-year time horizon, howe nt less than
10-20% of upfront treatment s. Even at a 20-year horizon, if all patients infected with hepati

C are treated with new regim the cost offset will only cover approximately three-quarters of

initial drug costs.

5/14/14

Estimated 3 million to
as many as 5 million
Americans are infected
with Hepatitis C virus
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Bloomberg Businessweek B

Companies & Industries

It turns out you can make real money selling $1,000 pills. That’s what Gilead
Sciences (GILD) discovered in the quarter since the debut of Sovaldi, its hepatitis C
treatment that has drawn attention for both its advances over existing therapies
and its high price tag.

On a conference call with Gilead executives, one analyst called it “the best launch of
any drug of all time that I'm aware of.”

STORY: UnitedHealth’s $100 Million Bill for Hepatitis C Drugs

“You are taking us to a very f---ing dangerous place
with very large numbers.”

Susan Dentzer
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What do we do?

Everybody means well -- mostly.

People are saving lives, a lot of the time.
They’re creating jobs.

They’re innovating.

They’re making money.

We're going broke.

“Sometimes all you have in life are f---d up
poisonous choices.”

Susan Dentzer




21st Princeton Conference 2014, Dinner
Keynote: The American Health Care Hustle

Reference pricin m
efor

WHO434 AY3AINEA

“We even con ourselves.
We leave out the risk.
We leave out the ugly truth.”

Susan Dentzer
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“Your next reinvention better have your damn

feet on the ground.”

“The art of survival is a story that never ends.”
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The End
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