HEALTHSPRING

More from Medicare. More from life.
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Company Overview

HealthSpring is one of the largest Medicare-focused managed care companies

« Formed in September 2000 in Middle Tennessee

o #1 or #2 Medicare Advantage membership position in HealthSpring service
areas in Tennessee, Texas and Alabama markets

 Recent entry into Medicare-rich South Florida market with acquisition of Leon
Medical Centers Health Plans

« Additional presence in lllinois and Mississippi
125,267 Medicare Advantagel members as of 6/30/2007

* Medicare Advantagel premiums of $1,157.9 million2, representing 83% of total
revenue (LTM as of 6/30/2007)

 Medicare Advantagel medical loss ratio of 80.4%2 (LTM as of 6/30/2007)

« Unique physician engagement model

 Began offering stand-alone PDP product on a national basis on 1/1/07. Auto-
assigned PDP enrollment of 118,124 at 6/30/07



The Questions That Drive Us

 How can HealthSpring create physician
Incentives that improve clinical and financial
outcomes?

« How can we combine this incentive alignment
with additional support resources as a model for
delivering tangible, sustainable value for patient
and providers across the delivery system?

S



Spectrum of Physician Engagement
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Direct fee-for-service contract Professional Capitation Global Risk Share Owned Practice
(no risk) (upside on institutional)

Direct fee-for-service contract Professional Capitation Global Capitation
(upside incentive) (upside and downside on institutional)



HealthSpring DNA

 Key components

— Physician selection

» Enlist “founding father” MDs to select other MDs based on:
— Highest quality MDs they know
— Conservative practice patterns
— Team player — willing to coordinate and collaborate

— Physician engagement

 Instill the mindset of MD “ownership” of value outcomes within the
system

« Strive for at least 15 — 50% of MD compensation as performance-
based variable reimbursement
— “Performance” = quality, referral process, efficiency, inpatient coordination, etc.

« Share data and dollars as early as possible — make it visible — feed
professional competition

— Physician Governance Structure

« Ability to create and work within a governance structure to generate
results and hold each other accountable

» Respected by peers, strong performer, willing and able to deal with
outliers



HealthSpring DNA

 Key components (continued)

— Physician Support
* Frequent, timely physician-level data and reporting

» Easily identifiable practice variations for cost or quality

* IPA Management Team / Pod Administrators to support granular action
plans for resolution

« Strategic initiatives around MD Engagement and Support
- P4Q
— EMR/ Technology
— LivingWell Health Centers

— Patient support — increasingly geared around the MD practice
 PAL Program

 Case Management / Care Management
« Outreach and Access (home visits, transportation. Silver Sneakers,

etc.)




Pay For Quality

 QOur P4Q program, designed by practicing
physicians for practicing physicians , creates a
system of coordinated care around evidence based
guidelines for Medicare beneficiaries.

« The goal of this program is to improve patient and
physician outcomes by aligning:
— data (at the point of care),

— dollars (quality improvement incentives), and

— care support (fully-funded nursing resources).



Practice Coordinator

RN Team Lead
Chronic Care RN
LPN / LCSW
DM Specialist




P4Q Participation

Groups Members | MD’s % Mbrshp
AL
2008 Total |8 9,200 86 30%
TN
2008 Total |13 14,000 200 31%
X
2008 Total |10 4,200 43 12%
TOTAL 31 27,400 329 YA



/:ay For Quality - Results

e Clinical Summary

« Utilization Summary

e Savings Summary



AL-TN -TX Market P4Q

Performance Rates
(Baseline N=6404 Annual N=7468)

68,3¢

Il Baseline
[ Annual

N=2032 N=2921 N=3154 N=3227 N=1218 N=1320 N=6404 N=7468
AL P4Q Groups TN P4Q Groups TX P4Q Groups Weighted Average



Clinical Measures — Preventative Metrics
TN - TX - AL P4Q Groups Weighted Average

B Basecline
[ Annual



Clinical Measures — Diabetes Metrics
TN - TX - AL P4Q Groups Weighted Average

Il Baseline
[ Annual

Creatinine Eye Exam Foot Exam Microalbuminuria Statin



Decrease in Preventable Utilization - ADK
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Decrease in Preventable Utilization - ERK
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Sustainability (ROI)

Gross savings $45 pmpm - Expense $15 pmpm
Net savings = $30 pmpm

N = 11,000 MA members; Period = 1/1/06 to 7/3107; Six TN P4Q Physician groups
Four groups started on or before 1/1/06; Two groups started Q1 ‘07



Indirect Benefits

» Faster, “Deeper’ MD Engagement
— IPA development experience

 MD Office “Beach Head"”
— Ability to impact patient experience
— Visible, tangible support (clinical, technology and process flow)

« Patient Benefit
— Increased nurse access
— Reduced chronic exacerbations (e.g., amputations)
— On-site customer service support (future)



Challenges & Limitations

Overcoming “HMO as Gatekeeper”

— Reality = benefit of coordinated care through a personal physician
and care team

Demonstrating benefit to Medicare
— May not work in fee-for-service model

Requires face-to-face relationship building and implementation
support

— “Healthcare is local”



The Road Ahead

Move towards pay-for-value
— Patient satisfaction and experience

Refine and scale outcomes levers
— Johns Hopkins Study
— Automated P4Q support / prompting tools

Deliver more resources at the point of care
— Fully integrated care management

Engage and align the rest of the delivery system
— Specialists (oncology, cardiology, etc.)

— Hospitals

— Home health, SNF, etc.



