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Hospital Price Transparency and Consumer Driven Health.

Consumer Driven Health Care is all about patients taking control of their health
care and health care expenditures.

High Deductible Health Plans (HDHP’s), Health Savings Accounts (HSA’s) and
Health Reimbursement Arrangements (HRA’s) are a growing trend. Along with
uninsured patients, they account for a significant increase in the potential
impact of uncollected “patient responsibility” revenues.

Price Transparency is all about providers taking control of the information
patients need to make informed health care decisions - and disseminating that
information in a patient-friendly manner.

A typical CDHP plan may have a deductible of $1500-$2500 for an individual,
twice that for a family, and no co-payments for physician visits or medication.
Employers are instructing employees to “become better consumers” of
healthcare by “price shopping”. Hence, the American public is shifting from a
population that did not typically care what healthcare cost (since insurance
covered most of the cost) to a population that is now spending “their” money
and is very concerned about the cost of health services. Currently,
approximately 20% of the American public is enrolled in some type of CDHP
plan.

The Consumer Driven Healthcare movement has created a dilemma for
healthcare providers; specifically hospitals and diagnostic centers. Now that a
growing number of their patients are covered in CDHP plans, patients are now
contacting hospitals, physician practices and diagnostic centers to proactively
inquire about cost and fees, prior to the prospective patient agreeing to service.
Healthcare systems have been designed to administer billings subsequent to
services being rendered, not prior to services being rendered. In addition, many
state hospital associations and state legislators are mandating the disclosure of
healthcare service cost by hospitals.

Hospital State/Dilemma/Reaction

The hospital chargemaster keeps the data on the cost of all services provided by
the hospital and the negotiated rates that the hospital has contracted with
various providers of medical coverage. The size and location of the hospital will
dictate the number of outside parties (ie: carriers) with which the hospital has
negotiated contracts. It appears from market studies that hospitals seem to be
reacting to their new reality by publishing the average chargemaster rates for
hospital services. In fact, some states (Wisconsin, Oregon, New Hampshire)
have hospital associations that are helping their member hospitals with
displaying these rates on association-sponsored websites. The problem with
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the average cost solution is that it is not likely to be relevant to any specific
patient. In other words, patients all have specific circumstances (insurance
carrier, type of coverage, etc) that make their cost for services different from
other patients. The patient wants to determine what a healthcare service is
going to cost them, not what the average cost is for a total population. The
difference in those two figures may be dramatically different.

In order to provide the patient with information that is meaningful to them, the
hospital must consider several factors:

¥ The type of hospital service anticipated by the patient. Hospital
services are typically labeled with a CPT or DRG code.

¥ The specific hospital providing the service.

¥ The insurance carrier or coverage medium of the patient (ie: Aetna,
Medicare, self-pay)

¥ The benefit plan of the patient (deductible, co-insurance, out of
pocket limit)

Without the above, the hospital can not give an accurate assessment of the
patients’ out of pocket cost. Most hospitals that we have spoken with
understand this issue and agree that they need to provide a cost to the patient
specific to their individual circumstances.

Patient Collections Dilemma

The CDHP system provides another dilemma to the hospital besides the
transparency issue: collection of the percentage of patients’ bills that are the
patients’ responsibility. Hospitals have had a difficult time collecting the patient
balances (the portion of the medical billing not covered by insurance) and the
shift in the percentage of hospital billings covered by insurance carriers vs. the
patient has dramatically moved to the patient side of the ledger, thereby
creating more of a collection problem for hospitals. Hospitals recognize that
they need to be more proactive in collecting the patient portion of upcoming
billed services, but they have a difficult time collecting a pro-forma balance if
they are not aware of the specific patient responsibility.

The Solution

EmpowerCareCost. -, provides a solution to all of the above dilemmas.

CareCost provides the hospitals an accurate patient responsibility assessment
so that the hospital can proactively arrange for collection of those balances prior
to services being rendered.
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CareCost provides a user friendly interface that allows the patient to discern
their out of pocket cost for a hospital service based on the hospital, type of
service, coverage provider of patient (or self pay) and benefit plan of patient.

CareCost provides that hospital call center professionals with the specific
information they need to answer patient questions as they call-in to inquire
about service cost.

CareCost takes very little time to implement and very little IT time is used in the
implementation process and ongoing service.
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