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HIIU is a nonprofit organization whose primary goal is to
coordinate the establishment of a uniform statewide healthcare
information system.

This system will produce a patient record for each patient which
is that patient’'s complete healthcare profile. These records will be
privacy-protected and continuously available at caresites designated
only by the patient, whenever and wherever that patient presents for
care. These records will eliminate the need for patients and
physicians to rely on memory, repetition and guesswork.
Consolidating the patients’ records will reduce the incidences of
misdiagnoses, inappropriate medications, duplication of tests,
frequent emergency room visits, unnecessary hospitalizations, and
medication fraud. Having all of the patient’s medical record in one
place will thus improve the care provided to that patient.

Consolidating the patients’ records, digitizing them and
automating the transfer of these records electronically will also
eliminate wasted effort, therefore lowering operating expenses at
every caresite.

To assure that these decreased costs of healthcare are used to
decrease costs to the purchasers of healthcare, the not-for-profit HIIU
system will be directed by a coalition whose interest is served by this
system. Creating this coalition is HIIU’s immediate goal. Enrolling a
critical number of Utah’s employers as supporting members of the
organization, will create the state’s most powerful agent for effecting
the needed changes in the healthcare industry.

Membership is open to all purchasers of healthcare; individuals
and corporations of any size. Membership does not imply any binding
or contractual obligation. Enrolling merely means that the member
would like to see this project succeed.



If employers take the lead in supporting HIIU’s initiative, all
other healthcare entities will either follow their lead, or will be
stimulated to propose equally beneficial projects.

Because of its significant financial impact, the establishment of
a uniform statewide information system should be the cornerstone of
any public or private initiative that is aimed at achieving a more
reasonable and equitable distribution of the state’s healthcare dollars
as well as higher quality medicine.

Distribution of Healthcare Dollars in Utah

PURCHASERS: Employers & Government

The Sources of All Healthcare Dollars
Total 2006 Expenses: ~ $12 Billion
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Healthcare Purchasers, meaning employers and government heatimaces, are the
sources of nearly all of Utah’s nearly $12 billion healthcare budget. Appreiingi%
of those dollars, nearly $3.6 billion a year, are spent on the flow of information.

How Are Utah’s 3.6 Billion
Information-Related Dollars Being Spent ?

Information-Related Dollars

$3.6 billion

Insurance / Administrative

$1.8 billion

*Inconsistent Demographics

Physicians, Hospitals, Ancillary
an additional $1.8 billion

*Variable Eligibility Rules *Accommodate “Insurance Rules™
*Countless Benefit Packages
*Delay or Denial of Care *Produce Medical Records Using

*Delay or Denial of Claims
*Fragmented Financial Statistics
*No Medical Records

Systems &Services That Don’t
Communicate With Each Other

Insurance carriers take about $1.8 billion of Utah’s healthcare budget for purely
administrative functions. They design and administer countless differeiilegignd
benefit packages. Based on their own eligibility and benefit rules, they them se
complex and very expensive processes for delaying or denying care, andgletay
denying payment of claims. They only have financial information in theiessst
They do not have any clinical records.

The actual “cost of insurance” should only be about 2-3% of the state’s healthogeg bud
which is no more than $360 million. At a cost of $1.8 billion, it is obvious that, in addition
to their insurance function, the insurance companies are also in the care mentagem
business, and this component of the business is very inefficient. This inefficierecy has
profound trickle-down effect that is extremely costly for all of the heatthpurchasers and
providers in the state. Purchasers’ premiums are too high and providers’ opexagnges
are excessive.



Collectively, Utah’s healthcare providers need to spend an additional $1.8 billion to
accommodate the complicated rules of the insurance industry. The providersedi$o ne
produce clinical records. This $1.8 billion comes out of the providers’ revenues, and is
described as their administrative operating expenses.

The operating expenses of insurance carriers and healthcare providetsrasenied,

and are excessively high for two reasons. The insurance system is uniigcEssaiex,

and the insurance carriers do not make accurate information readily av ol
healthcare providers. It is reported that one insurance carrier alone has 22,000 fe
schedules and more than 1,500 contract forms. In a study of four major insurance
carriers, there were about 1,000 inaccurate eligibility records sent to pro\adhbrs e
month. Understandably, this problem fueled the highly expensive processes of denying
care and rejecting claims.

In addition to their insurance-related operating expenses, all of the healphoaiders in

the state need to spend significant amounts of money on producing and sharing clinical
records. The cost problem lies partly in the production of the records at eactechrgsi
mainly in the sharing of the records. Throughout the state, hospitals spend millions of
dollars and physicians spend thousands of dollars on information systems and services
that don’t communicate with each other.

An average person’s healthcare record is scattered among at leaserEhtiffcations.
Everyone who has had the experience of repeating their medical historyyataresite,
of trying to get records transferred from one caresite to another, or ottitgraith the
healthcare industry’s billing system, understands the problem of fragmentecimedic
records on a personal level. Magnified to a statewide level, this is a $3.6 billioarmprobl



HIIU’s Proposed System

Projected Total Expenses

Insurance / Administrative

~$9.6 Billion ~3% of $12 B= $360 million
This is a 20% Reduction from *Only Insurance Functions
the Current $12 B Spending Level *No Care Management Functions

¥

Statewide Information System
~3% of $12 B = $360 million

¥

Physicians, Hospitals, Ancillary
Significant Reduction in Operating
Expenses at Every Caresite

A fully functional statewide healthcare information system is projecteelhiace Utah’s
healthcare expenses by at least 20%. Total expenses should be about $9.6 billion rather
than the current $12 billion. The system itself should not cost more than 3% of the state’s
total healthcare budget, or about $360 million a year. Duplicate administratistiohs

will be eliminated and operating expenses will be significantly reducedeay caresite

and every insurance carrier.

HIIU's proposed system will separate the clinical function of the heakthadustry from
the insurance function. Managing healthcare is not the same as managiRagiog
high premiums for health insurance has not produced a higher quality of care.

The pure insurance function of the healthcare industry should not cost any more than 3%
of the state’s healthcare dollars. There are numerous insurance compamies tthde

happy to receive $360 million a year just to insure a $9.6 billion fund that is monitored
and managed with the information that is generated by a neutral and coordinated
statewide information system. The insurance risk with this model is low.

There are only 2.5 million people in Utah. This means that there are only 2.5 million
patient records. There are numerous companies and organizations that have theycapabili
of very efficiently running a coordinated statewide information system3e0 #illion a

year.



HIIU's proposal describes an entirely new entity in the healthcare indasteytral,
comprehensive and coordinated information system. Some would argue that the proposed
system is too idealistic. However, based on the credit card industry model afbtecredi
industry analyses, the establishment of a statewide information systeth tedmically

and financially feasible. It is HIIU’s contention that this project is pcattand will have

a greater impact on the quality and the cost of healthcare in Utah than anyitititerei.

The questions for the skeptics are why shouldn’t we establish a uniform statewide
information system, and do they have a proposal for an alternative project thnetvweil
as great an impact on the quality and cost of healthcare in Utah as this one.

The Technical Model for a
Statewide Information System

The Credit Card Industry is the Model

Functionality
*Captures data from diverse sites
*Coordinates the data
*Produces customer-specific reports
*Efficiently distributes these reports

Key Features
*Standard identification of all customers
*Use of a secure centralized database
Automated distribution of data between sites

The industry model for a statewide coordinated healthcare informatiomsigstiee
credit card industry. The credit card system captures data from divessesdelinates
the data in a central location, keeps the data safe, produces customer-spectéc aad
distributes those reports to all customers.

The key features that make the credit card system work, make it efficidnake it
incredibly cost effective are:



(1) standard identification of each customer, which is the opposite of the
healthcare industry’s system of identifying each patient differentty ety
caresite and at every insurance carrier

(2) automated distribution of data throughout the system, which is the opposite of
the healthcare industry’s labor-intensive manual system for distributing
information, and

(3) a centralized data processing system, which does not yet exist in the
healthcare industry.

All of the credit card industry’s key features can and should be used in the healthcar
industry. Studies of a large-scale healthcare information system thhtged on the
credit card industry model have been done. They do demonstrate the technical and
financial feasibility of such a system.

Components of the Statewide Information System

Point-of-Service Network

«Physicians: 4,000
*Hospitals: 52

*Outpatient Care: 92 . =
Ldbp o ok Regional Single
RN Service Centers Data Center

sPharmacies: 176

[

*Nursing Homes: 104
*Home Health Care: 90

*Ambulance Cos.: 13

There are only 2.5 million residents of Utah and a limited number of caresul$ nbt
be an overwhelming task to establish a uniform information system for the statee



The statewide healthcare information system will have three key compoaemaordinated
Point-of-Service Network, several Regional Service Centers, and a ssogle Hata Center.

Coordinated Point-of-Service Network

The statewide Point-of-Service Network will include site-specific sarévat every
caresite and secure communication channels between each Point-of-Seevitegional
Service Centers, and the Data Center.

The infrastructure of the Point-of-Service Network, including all necg$sadware and
communication channels will be installed and maintained by the first-ti@pdacessing
company that runs the Data Center. Caresite software will be instatiedaantained by the
Service Center personnel under the supervision of the company that provides the .software

The Point-of-Service programs will be designed to automate all laborivednactions.
They will include features such as a real-time medication warningmnsysin automated
referral management system, and automated billing processes. Thermegiaalso
include rule sets that trigger the automated distribution of data betweenesaresi

The automated features of these Point-of-Service programs are a keyrf@etoerating
huge cost savings throughout the entire healthcare industry.

Regional Service Centers

Several Regional Service Centers will be strategically positioned thoatthe state.

There will be a highly leveraged number of data management personnel in deeteof t
centers. The tasks in these centers will include the initial loading of ahpsiti
demographic and insurance information into the system and the subsequent monitoring
and “cleaning” of this data.

These centers will serve as single access points for initiallyliegrphatients and

providers in the system, and then keeping the common data that is needed atital cares
as accurate as possible. The personnel in these centers will also gieerate
comprehensive, yet neutral, statistics and reports that can be used to appyopriatel
manage care throughout the state.

The “once-for-all” function that the Regional Service Center personneldere/one of the
key factors in generating the huge cost savings throughout the entire heaittiaaey.

Data Center.

The data center will be run by a first-tier data processing companyasuBiv or EDS.
The business of these companies is to provide large-scale data processoes $0
various industries. They provide the highest levels of data security assweilimited
database and network capacity.



These companies are industry neutral which means that they are interelséedusiness
of data processing, but not interested in personally using the data that iretieés
systems. This neutrality means that all healthcare providers and inscaanees can
participate in the system without losing control of their own data.

The database in the Data Center will be the repository of all Coordinatenlt FRecords.
The software in the Data Center will contain patient-controlled rule setdeteamine
where a patient’s record can be distributed or accessed in the communityid&taied
industrywide clinical and financial statistics and reports will be gegadrfrom the data
in this uniquely comprehensive database. This privacy-protected data will ptowide t
information that is needed make appropriate and justifiable care managemeaahsdecis

A uniform statewide, and even nationwide, healthcare information system needs to us
these first-tier data processing companies. There is no insurance tastal, or any
other entity that can provide similar capacity, security, and neutrality.

In order to establish a uniform statewide information system in Utah theretodezia
focused coordinating organization that has a critical number of supporting members
order to create a mandate to establish the system.



Coordinating Organization
HIIU’s specific goal is to establish a statewide information sys#esrsuch, it serves as
the organizing entity for this project. It is a nonprofit organization.

Critical Number of Supporting Members

Although HIIU’s ultimate goal is to establish the statewide informatiotesysits
immediate goal is to recruit enough supporting members to create a mandsablishe
the system. Potential supporters include all residents, all healthcaregausclad
healthcare providers and all of the insurance carriers in the state of Utah.

The strongest supporters of this project from a quality of care standpoiheatate’s
2.5 million residents/patients, and the state’s 4,000 physicians. These two groups
intrinsically understand the quality-of-care values of coordinated medaatise

The strongest supporters of this project from a cost standpoint are physidans a
employers. Physicians will see a significant reduction in their opgreXipenses and
more appropriate reimbursement for clinical care. Employers will ejgpeea significant
reduction in healthcare premiums.

In Utah there are approximately 63,000 corporations that employ about 935,000 workers.
There are about 163,000 self employed individuals. There are approximately 4,000
physicians. All of these employers and physicians feel the eveasiogefinancial

burden of the healthcare industry. All of them seek relief.

Other healthcare providers, including labs, pharmacies, home healthcare agencies
nursing homes, and ambulance services will also be strong supporters ofdlhre syst
They will all have appropriate access to much better patient informationhéwg
currently have. Most of these care providers will appreciate a reductionriopleeating
expenses.

Hospitals should be strong proponents of the system. Approximately 80% of healthcare i
delivered in the outpatient arena, and only about 20% is delivered in hospitals. Patients
and physicians cross this line all the time. Only a uniform, coordinated informat

system can correlate the information in these two settings. This cametdtinformation

will improve the quality of care on both sides of the line. In addition, studies have shown
that a coordinated information system will significantly reduce each hbspipeerating
expenses, just as it does for all other healthcare providers.

Many insurance carriers may oppose HIIU’s project for financial reakimvgever,
support is expected from those carriers that understand the proposed system, and
appreciate the fact that they can profitably fulfill the insurance rolthé&healthcare
industry while not having to get involved in the management of care.
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There will be skeptics in all of the above categories. They should be asked ticapeci
explain their reasons for opposing a statewide information system, and should b® asked t
propose a better and more valuable alternative project.

Create a Mandate to Establish the System
Utah’s employers hold the key to establishing a statewide informatiomsistzause they
hold the healthcare industry’s pursestrings.

There is strength in numbers and strength in dollars. Employers have both offthese. |
enough of the state’s 226,000 corporations and self employed individuals join together in
a single organization with a common goal and a common message, they will have the
power to significantly change Utah’s healthcare industry for the better.

As a major source of the state’s healthcare dollars, employers, spe#kirmpe&vvoice,

will have the knowledge, the data, the message and the power to eliminate thalfinanc
waste in the industry and appropriately reallocate the state’s healttalars. Insurance
companies and hospitals will either listen to and respond to a unified message from
employers, or they will need to offer equally valuable alternatives.

The employers’ major allies in creating the mandate to establistewistatinformation

system are the state’s 2.5 million individual residents who understand the value of a
coordinated medical record, and the state’s 4,000 physicians who understand the value of
the coordinated records, and will appreciate more appropriate reimburgemsimical

care and lower operating expenses.

11



A statewide healthcare information system will produce cost savings eftheaon
$2.4 billion. HIIU’s goal is to have those savings shared across the healthcargyindust
throughout the state of Utah.

Affordable and Justifiable Premiums

Employers have the right to know how their healthcare dollars are being spédietd Uni
employers have the ability to require all of the insurance carriers itetieet@ be open
and transparent with regard to the allocation of funds.

No more than 3% of healthcare dollars should be allocated to the cost of insurance.
Another 3% should be used to support a statewide information system. All additional
expenses should be clearly documented and justified.

It is not HIIU’s intent to eliminate the insurance component of the healthcarerindust
However, separating the pure insurance component from the information management
component and the care management component will make the entire industry more
efficient and extremely cost effective.

There is a lot of competition in the healthcare insurance industry. Any daatexvants

to do business in Utah should be willing to be accountable to the state’s employers who
are the source of healthcare dollars.
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Appropriate Reimbursement for Clinical Care

A reasonable portion of the state’s currently wasted healthcare dollard sleoul
reallocated to pay for appropriate clinical care for Utah'’s citizelne.eBtablishment of a
statewide information system is the key to eliminating the waste. In@dditie new
system will automatically generate the data that will be needed to doctimaent
appropriate reallocation of funds.

Low Operating Expenses

A uniform statewide healthcare information system will significaregtjuce the

operating expenses of every healthcare provider and every insuranceticeoughout

the state. Studies have shown that the average hospital will appreciate rofllimtisrs

of cost savings and the average physician’s office thousands of dollars of saviegs. Thi
an appropriate reallocation of currently wasted healthcare dollars. Asesaptoyer
knows, a reduction in operating expenses will usually offset the need to in@eases.

Funds for Social Issues
Industrywide cost savings in the range of 2.43 billion will have room for addressing
social issues such as assisting the state’s uninsured and underinsured populations.

Opposition to a statewide information system usually falls into three catsgd)
security, privacy and confidentiality, (2) cost, and (3) loss of control of ddtaf klese
concerns have been appropriately addressed by the credit card industry ameg by s
large-scale healthcare information system studies.
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Security, Privacy and Confidentiality

A well-designed statewide healthcare information system will include rwsaecurity
features such as restricted access, security passwords, encryptionadsidiirtual

private networks, and privacy-protected data access algorithms. The sylteen w

HIPAA compliant. The Data Center and the communication network will be managed by
a first-tier data processing company such as IBM or EDS. These companige the
highest levels of security and neutrality.

The credit card industry’s security, privacy and confidentiality record te goiod.

In addition, focus group studies have shown that patients are strongly supportive of a
coordinated medical record system as long as the security and privargg$e#Htthe
system are adequately explained to them. The nearly universal desire fonatalrdi
medical records should not be underestimated.

Cost

There does not need to be any new money involved in establishing or maintaining a
statewide information system. There only needs to be a reallocation of currémtdreal
dollars. Unified employers can make that happen.

Both the credit card industry and detailed financial projections of lardge-s@mamunity-
wide healthcare information systems demonstrate the remarkably lowf coaintaining
a well-designed and highly automated information system. Usifigetttury technology,
the cost of establishing and maintaining a statewide information system should not
exceed 3% of the state’s total healthcare expenses.

Loss of Control of Data

Some healthcare providers might complain that with a uniform statewide informati
system they will lose control of their own data. However, merchants don’t lgs# Hre
credit card data that they generate at their own site. A well-designigachea
information system will assure the same benefit for all providers. Rathelodiag
information, every patient and every provider will have better information.
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