Exhibit B 

Health Policy Commission Questions

1. a. What are the actions your organization has undertaken to reduce the total cost of care for your patients?

Harrington has undertaken many cost reduction, quality improvement initiatives, particularly during the past 6 years. The following list is a small representative sample of the total efforts to reduce costs while improving quality.  

· Total and per day staffing of individual departments/units based on bench marks which are periodically updated.

·  patient safety and quality - please refer to Appendix A 

·  Inpatient services utilization review/management system by Crimson implemented in 2010 to monitor and compare with other providers nationally, the use and cost of services.

· Participation in national (VHA) and regional (Northeast Purchasing Coalition) group purchasing organizations to achieve maximum leverage in the acquisition cost of supplies and equipment. 

·  Value analysis program which reviews and evaluates supplies and equipment to achieve organizational standardization and ensure quality and cost effectiveness.  

· Clinical and nonclinical process improvement, which includes an organization-wide LEAN initiative.

· Investment and implementation of CPOE, E-prescribing, physician office EMR, and managed care infrastructure 

· Preadmission utilization review/care management intervention in the emergency department to provide patients with the most cost effective and clinically appropriate services after discharge. 

1. b. The more significant opportunities for Harrington to improve quality and efficiency of care are: 
The availability of medical care data from other providers and facilities that have provided services to patients being treated by Harrington: Clinical care process improvement for the complete episode/spectrum of care (i.e. cardiac heart failure, COPD, joint replacement): Pre and post discharge care and management of chronic and complex care patients. 
The factors which limit our ability to address the opportunities are: Lack of standardization of quality measures/standards among payers which increases administrative costs and diverts resources: and commercial and government payment policies are not structured to reimburse the hospital for the actual cost of these initiatives.

1. c.  What systematic or policy changes would encourage or help organizations like yours to operate more efficiently without reducing quality?

The policy changes which would assist Harrington to operate more efficiently without reducing quality are: 

· standardization of quality standards and measures for all government and commercial payers; 

· standardization of filling requirements for all government and commercial payers;

· standardization of utilization review/authorization standards and policies for all government and commercial payers; 

· standardization of the data and reports to be provided to the state and commercial payers.

1. d. What steps are you taking to ensure that any reduction in healthcare costs is passed along to consumers and businesses?

The CHIA August 2013 80 Annual Report on the Massachusetts Health Care Market references that “approximately 97% total Massachusetts” at health insurance coverage during the years 2009 through 2011.  This means that reductions in healthcare costs and reductions in the increases in healthcare costs are going to be passed along to the payers who have arrangements with Harrington.  The consumers and businesses would have to receive the reductions in costs or cost increases from the payers through the premiums and/or benefits (i.e. co-pays, deductibles, services).

2. What are the actions your organization has undertaken to address the impact of growth in prices on medical trend and what have been the results of these actions?

Harrington has not had or requested an increase in inpatient and outpatient hospital rates from commercial insurance plans including Blue Cross, Tufts Health Plan, Fallon Community Health Plan and Harvard Pilgrim. The rates with Blue Cross have not changed since 2011, Tufts rates remain unchanged from 2010, and Fallon rates have remained constant since 2010, while Harvard Pilgrim rates are unchanged from 2010.  In fact, Harrington's rates to Blue Cross and Fallon were reduced in 2009.  The results of these actions, as indicated by DCFHP and Attorney General reports, are hospital rates at or below the state mean for these health plans.

3. C.224 seeks to promote the integration of behavioral and physical health. What are the actions your organization has undertaken to promote this integration?

Harrington has a long history of behavioral health integration, both mental health and substance abuse services, with the medical services of the organization. The hospital has a broad continuum of inpatient and outpatient services that have expanded since they were established in the 1970s.  Behavioral health programs and services are a department of the hospital.  The programs include an adult inpatient psychiatry unit, psychiatric emergency services, outpatient child and family mental health, child psychiatry, outpatient adult mental health, adult psychiatry and outpatient drug and alcohol recovery services.  The behavioral health services are integrated on the hospital Meditech system, as well as the All Scripts EMR, which is the physician practice EMR used by Harrington. 

3. a. What potential opportunities have you identified for such integration?

The more significant opportunities for an enhancing and improving the integration of behavioral health services are the following:

· HIE linkage with the other behavioral health and medical providers/facilities initially in central and Western Massachusetts and eventually throughout Massachusetts and Northern Connecticut;

· Placement of therapists in primary care practices;

· Expansion of inpatient psychiatric services to the Webster campus to service the more than 1000 central Massachusetts patients referred out of area for services;

· Expansion of outpatient services capacity to address the need for services in southern Worcester County and contiguous areas.
3. b. What challenges have you identified in implementing such integration?

The challenges for implementing the opportunities to enhance and improve behavioral health integration are the following:

· The cost and insufficient funding of HIE for linkage of  the behavioral health system, as well as, linkage between behavioral health providers and medical care providers;

· Current reimbursement policies do not support the behavioral health medical home model;

· Funding for the capital cost of renovating/converting an unused medical/surgical unit on the Webster campus to an adult psychiatric unit;

· Behavioral health rates are not adequate to support the cost of increasing the staff of psychiatrists and skilled therapists.

3. c. What systematic or policy changes with further promote such integration?  

The systematic or policy changes that would support and promote the integration opportunities are the following:

· Grant and enhanced provider reimbursement from government and commercial payers for HIE infrastructure;

· Reimbursement models to support the consultation, navigator, coach and care management services in the different models;

· Financial assistance from the state for funding the conversion of the unused medical/surgical unit on the Harrington Webster campus to an adult psychiatric unit;

· An increase in the Mass Health, MBHP and managed Medicaid outpatient rates to the actual cost of services;

· consistent and well-defined payment policies across all payers

4. C.224 seeks to promote more efficient and accountable care through innovative care delivery models and/or alternative treatment methods. 

4. a. Describe your organizations efforts to promote these goals.
Harrington Healthcare System established a working and contractual relationship with a managed care organization, Accountable Care Associates, to provide managed care infrastructure to support population health management risk arrangements.  This infrastructure is integrated with the organizational infrastructure of Harrington’s physician hospital organization, Harrington Healthcare Provider Organization. Harrington is currently participating in the CMS ACO shared savings program, Blue Cross AQC and a Medicare advantage risk arrangement with Fallon Community Health Plan.  Harrington has established as a strategic priority, the development of population health management arrangements with commercial payers, managed Medicaid plans and, if applicable, Mass Health.

4. b. What current factors limit your ability to promote these goals?

Current factors which limit Harrington's ability to promote our goals and strategic priorities are as follows:

· The lack of a commitment by all payers, including state and federal government, to pay for the infrastructure required to support population health management;

· Insufficient number of current and available primary care providers;

· Inadequate reimbursement for primary care services by all payers including the care management services for the different care delivery models

· The scale of the smaller community healthcare system which compromises and limits the ability of risk assumption needed for population health management.

4. c. What systematic or policy changes would support your ability to promote more efficient and accountable care?

Systematic or policy changes that would support Harrington's ability to promote and provide more efficient and accountable care are the following:

· Standardized risk arrangement terms inclusive of health status adjustment, benefit adjustment, unit price adjustment, quality incentives and risk assumption rates;

· accurate and standardized economic recognition of the transfer of financial risk from the insurance provider to the healthcare provider for population health management risk arrangements;

· Primary care payment rates standards for payers to support the expansion of primary care providers;

· Policy and financial support for ACO/ MCO networks of independent community healthcare systems

5. a.  What metrics does your organization use to track trends in your organization’s operational costs?  

What unit(s) of analysis do you use to track cost structure (e.g., at organization, practice, and/or provider level)?

Harrington Memorial Hospital has internal reports to track its productivity, FTE levels, and overtime usage.  The reports are produced weekly and sent to the Management Team.  The Productivity Report is based upon a four week rolling average of information.  Variances are discussed as required.
The FTE report shows general trends in FTE levels.  This report provides the manager the general trends in FTE, both productive and non-productive FTE’s.

A Weekly Overtime Report is produced to identify usage.  A goal is set for each department and the organization.  The organization goal is 3.5%. 
 Each month, the CFO and Controller meet with major departments and review the above information, along with revenue and expense variances.

5. b. How does your organization benchmark its performance on operational cost structure against peer organizations?
Harrington Memorial Hospital does not benchmark against peer organizations. However, Harrington Memorial Hospital has engaged a consultant to look at its productivity bench marks and supply spends to identify opportunities.
5. c. How does your organization manage performance on these metrics?

Not applicable

6. Please describe the actions that your organization has undertaken or plans to undertake to provide patients with cost information for health care services and procedures, including the allowed amount or charge and any facility fee, as required by c.224.
The Hospital has the Meditech information System.  The System is not conducive to providing that data.  The Hospital is trying to develop a methodology to meet this requirement.  Even if this is accomplished, the Hospital feels that it is unable to provide accurate information. The Hospital does not have access to charges that will be incurred from physicians or other outside clinical services, which will also bill the patient.
Finally, the Hospital believes that it is the patient’s insurance provider’s responsibility to provide that information.  The insurance company has the contracted price for the providers and also has the co-insurance and deductible information in its systems. For full transparency, this information should also be provided to the hospital. 
7. After reviewing the reports issued by the Attorney General (April 2013) and the Center for Health Information and Analysis (August 2013), please provide any commentary on the findings presented in light of your organization’s experiences.
Tiering Products
Tiering Products are a new product introduced into the market.  It is aimed at tiering providers at a service level based upon the price of each specific, or type of service under tiering.  There are financial incentives for patients to go to different providers for different services.  The Hospital has the following concerns:

· There are no standards for tiering.  For most insurance providers, the Hospital is rated in the medium tier.  However, for another, the Hospital is a tiered 3 provider.  For this provider, the closet tier 1 hospital in Worcester County is more than 25 miles away.

· The concept of tiering is contrary to the managed care and population health management initiatives being undertaken by the Commonwealth and insurance providers.  It is important to manage the care of these patients and understand the overall health status.  If the patient is getting care at different locations/providers, certain results will not be part of the local electronic medical record.  This may increase missed results, missed diagnosis or duplicative service.
· Under c.224, the Hospital is classified a “Geographically Isolated Hospital.”  Clearly, the Commonwealth’s legislative body believes that the hospital is the central location for the community to access care and management of that care.  Tiering could result in patients not getting appropriate care because of travel distances or cost. As a result, the management of the patients becomes very “choppy.”
High Deductible Plans
The OAG reports comments that high deductible plans “shifts cost sharing risks to consumers and may hinder access to medical services.” The Hospital is in agreement with that statement.
First of all, depending on your age and income level, these plans are attractive and affordable.  However, in economically challenged areas, a patient may make other choices and not seek needed care.  Because of the plan, patients may be “under insured.” Over time, “being under insured” could create a real financial burden for that individual or family.  As an unintended consequence, these plans may shift more cost to the uncompensated care pool.
As a case study, the Hospital effectively eliminated copays and deductibles if an employee and family sought care locally.  The Hospital did see its costs increase.  The costs increased in three areas, PCP visits, Laboratory services, and Diagnostic Radiology.  The employees did see their contributions increase, but were happier because they were able to received medical care that they had avoided because of the cost.  (See attached)
Membership Movement to PPO Products
As commented, Policy makers are encouraging the development of risk contract and managed care.  The OAG report indicates that PPO membership, a freedom of choice product, is gaining membership at the expense of managed care.  This indicates that consumer is preferring freedom of choice products and not the limited, lower cost networks.

Financial Statement Presentation

OAG’s findings make reference to gathering information regarding the employment status of physicians.  The Hospital believes that it is a positive step in understanding the cost of a healthcare system.

Because of the medical economics of a physician’s practice, many physicians are seeking employment.  Currently, State data analyzes only the financial statements of the Hospitals and does not include the physician corporation in the analysis.  In order to better understand the true state of the state’s healthcare system, the Hospital believes that the state should expand its analysis beyond just the Hospital and include the operations of its physician group.
Risk

Over time, many of the insurance providers retained dollars for the risk it has taken.  Now that risk is being transferred to the hospital and physician groups. Should some of the Insurance Company’s risk reserves be transferred to the new risk providers?
