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New Healthcare Index Developed

Healthcare spending has increased dramatically in the
U.S. over the last few decades." Although the U.S.
spends more on its healthcare than any other developed
nation, the quality of healthcare that patients in the U.S.
receive is lower than that of other developed nations
that spend considerably less.? However, in the past four
years, there has been a historically low rate of
healthcare spending growth, possibly due in part to the
lingering effects of the 2007-2009 Great Recession and
the implementation of the Affordable Care Act (ACA),
which was signed into law in 2010.% Despite this slower
growth rate, spending is expected to rise from 17.2 % of
the U.S. gross domestic product (GDP) in 2012 to
19.3% of the GDP in 2023.* The Centers for Medicare
& Medicaid Services (CMS) anticipates that the average
projected growth rate for national health expenditures
will be six percent each year from 2015 to 2023 as a
potential result of the expansion of insurance coverage,
the U.S. economy’s projected growth, and the aging
“Baby Boomer” population.”

To measure these figures and determine potential trends,
the U.S. News & World Report (U.S. News) recently
developed the U.S. News Health Care Index, which uses
data pulled from CMS, the Bureau of Labor Statistics
(BLYS), the Centers for Disease Control (CDC), the U.S.
Department of Health and Human Services (HHS), the
National Center for Educational Statistics, and the
World Health Organization (WHO), to “examine trends
in specific health areas from 2000 to 2013.”° This index
is designed to provide information to analysts about the
spending, employment, education, insurance, and
international economic trends for annual data
comparison among various member nations of the
Organization for Economic Co-operation and
Development (OECD).” However, this index does not
take into account the ACA Individual Mandate,
Medicaid Expansion, the 2013 budget sequestration
(which imposed automatic budget cuts on federal
government spending), or the requirement for
employers to supply health insurance, because the data
was pulled before any of these developments occurred.®

To create the index, U.S. News collected 36 data sets®
and separated the data into eight different categories,
“with the highest weights given to the broadest
measures,” as follows:
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(1) changes in healthcare employment in the U.S.
(16%);

(2) healthcare degrees granted at undergraduate
and graduate level (8%);

(3) U.S. healthcare expenditures (44%);

(4) percent of Americans with health insurance
(9%);

(5) changes in healthcare medical
consumers (8%);

(6) healthcare insurance premiums (8%);

(7) healthcare insurance deductibles (4%); and,

(8) international comparisons of healthcare
expenditures (3%)."

This index starts with the year 2000 as its base measure
of 100.0, and measures each consecutive year against
the rates of the base year (i.e., 2000)."

Overall, the combined index illustrates an upward trend
in growth from 2000 to 2013, largely driven by
consumer  healthcare  expenditures, healthcare
employment, and insurance deductibles.* U.S. News
found that the aging “Baby Boomer” population was the
driving force behind the increased payment for senior
services and increased coverage by Medicare and
Medicaid, which coverage, in 2013, grew faster than
private insurance.”® For instance, in 2011, millions of
seniors left their private insurance plans in favor of
government-sponsored Medicare, thus increasing the
number of individuals covered by Medicare.

Importantly, the index indicated that ‘“spending on
private insurance [was still] higher than spending on
Medicare and Medicaid, even though [Medicare and
Medicaid] rates of spending [had] grown at a faster
pace,” prior to the 2013 implementation of the
Individual ~ Mandate.”®  However, since the
implementation of the Individual Mandate, both public
and private insurers have experienced increases in the
number of enrolled members, as the number of
uninsured  Americans  continues to  decline.’
Additionally, the number of private insurers that require
deductibles that consumers must pay before they can
utilize their insurance benefits has grown from less than
50% in 2002 (the earliest available data) to more than
80% in 2013, with the dollar amount of the deductible
increasing as well.'” Analysts attribute this rise in
deductibles to employers’ efforts to control their
insurance costs by passing along some of these expenses
to employees.™®

costs for

(Continued on next page)



Looking to the future, the Index may be useful as
analysts and other experts attempt to determine the true
impact of the ACA on healthcare spending, and which
areas of spending have been most affected by the
ACA.* Further, the Index will be a valuable tool for
analyzing trends in spending growth for consumers and
federal healthcare programs over the next few years to
determine if the initial estimates through 2023 will
hold true.?
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HEALTH CAPITAL
CONSULTANTS (HCC) is an
established, nationally recognized
healthcare financial and economic
consulting firm headquartered in
St. Louis, Missouri, with regional
personnel nationwide. Founded in
1993, HCC has served clients in
over 45 states, in providing
services including: valuation in all
healthcare sectors; financial
analysis, including the
development of forecasts, budgets
and income distribution plans;
healthcare provider related
intermediary services, including
integration, affiliation, acquisition
and divestiture; Certificate of
Need (CON) and regulatory
consulting; litigation support and
expert witness services; and,
industry research services for
healthcare providers and their
advisors. HCC’s accredited
professionals are supported by an
experienced research and library
support staff to maintain a
thorough and extensive knowledge
of the healthcare reimbursement,
regulatory, technological and
competitive environment.
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Robert James Cimasi, MHA, ASA, FRICS, MCBA, CVA, CM&AA, serves as Chief
Executive Officer of HEALTH CAPITAL CONSULTANTS (HCC), a nationally recognized
healthcare financial and economic consulting firm headquartered in St. Louis, MO, serving
clients in 49 states since 1993. Mr. Cimasi has over thirty years of experience in serving
clients, with a professional focus on the financial and economic aspects of healthcare service
sector entities including: valuation consulting and capital formation services; healthcare
industry transactions including joint ventures, mergers, acquisitions, and divestitures;
litigation support & expert testimony; and, certificate-of-need and other regulatory and policy
planning consulting.

Mr. Cimasi holds a Masters in Health Administration from the University of Maryland, as well as several
professional designations: Accredited Senior Appraiser (ASA — American Society of Appraisers); Fellow
Royal Institution of Chartered Surveyors (FRICS — Royal Institute of Chartered Surveyors); Master Certified
Business Appraiser (MCBA — Institute of Business Appraisers); Accredited Valuation Analyst (AVA —
National Association of Certified Valuators and Analysts); and, Certified Merger & Acquisition Advisor
(CM&AA — Alliance of Merger & Acquisition Advisors). He has served as an expert witness on cases in
numerous courts, and has provided testimony before federal and state legislative committees. He is a
nationally known speaker on healthcare industry topics, the author of several books, the latest of which
include: “Accountable Care Organizations: Value Metrics and Capital Formation” [2013 - Taylor & Francis,
a division of CRC Press], “The Adviser’s Guide to Healthcare” — Vols. |, 11 & 111 [2010 — AICPA], and “The
U.S. Healthcare Certificate of Need Sourcebook” [2005 - Beard Books]. His most recent book, entitled
"Healthcare Valuation: The Financial Appraisal of Enterprises, Assets, and Services" was published by John
Wiley & Sons in 2014.

Mr. Cimasi is the author of numerous additional chapters in anthologies; books, and legal treatises; published
articles in peer reviewed and industry trade journals; research papers and case studies; and, is often quoted by
healthcare industry press. In 2006, Mr. Cimasi was honored with the prestigious “Shannon Pratt Award in
Business Valuation” conferred by the Institute of Business Appraisers. Mr. Cimasi serves on the Editorial
Board of the Business Appraisals Practice of the Institute of Business Appraisers, of which he is a member of
the College of Fellows. In 2011, he was named a Fellow of the Royal Institution of Chartered Surveyors
(RICS).

Todd A. Zigrang, MBA, MHA, ASA, FACHE, is the President of HEALTH CAPITAL
CONSULTANTS (HCC), where he focuses on the areas of valuation and financial analysis for
hospitals, physician practices, and other healthcare enterprises. Mr. Zigrang has over 20
years of experience providing valuation, financial, transaction and strategic advisory
services nationwide in over 1,000 transactions and joint ventures. Mr. Zigrang is also
considered an expert in the field of healthcare compensation for physicians, executives and
other professionals.

Mr. Zigrang is the author of the soon-to-be released “Adviser’s Guide to Healthcare — 2nd Edition” (AICPA,
2014), numerous chapters in legal treatises and anthologies, and peer-reviewed and industry articles such as:
The Accountant’s Business Manual (AICPA); Valuing Professional Practices and Licenses (Aspen
Publishers); Valuation Strategies; Business Appraisal Practice; and, NACVA QuickRead. Additionally, Mr.
Zigrang has served as faculty before professional and trade associations such as the American Society of
Appraisers (ASA); the National Association of Certified Valuators and Analysts (NACVA); the Physician
Hospitals of America (PHA); the Institute of Business Appraisers (IBA); the Healthcare Financial
Management Association (HFMA); and, the CPA Leadership Institute.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of Business
Administration (MBA) from the University of Missouri at Columbia. He is a Fellow of the American College
of Healthcare Executives (FACHE) and holds the Accredited Senior Appraiser (ASA) designation from the
American Society of Appraisers, where he has served as President of the St. Louis Chapter, and is current
Chair of the ASA Healthcare Special Interest Group (HSIG).

John R. Chwarzinski, MSF, MAE, is Senior Vice President of HEALTH CAPITAL
CONSULTANTS (HCC). Mr. Chwarzinski holds a Master’s Degree in Economics from the
University of Missouri — St. Louis, as well as, a Master’s Degree in Finance from the John
M. Olin School of Business at Washington University in St. Louis. Mr. Chwarzinski’s areas
of expertise include advanced statistical analysis, econometric modeling, and economic and
financial analysis.

Jessica L. Bailey, Esq., is the Director of Research of HEALTH CAPITAL CONSULTANTS
(HCC), where she conducts project management and consulting services related to the
impact of both federal and state regulations on healthcare exempt organization transactions
and provides research services necessary to support certified opinions of value related to the
Fair Market Value and Commercial Reasonableness of transactions related to healthcare
enterprises, assets, and services. Ms. Bailey is a member of the Missouri and Illinois Bars
and holds a J.D., with a concentration in Health Law, from Saint Louis University School of
Law, where she served as Fall Managing Editor for the Journal of Health Law and Policy.

Richard W. Hill, 111, Esq. is Senior Counsel of HEALTH CAPITAL CONSULTANTS (HCC),
where he manages research services necessary to support certified opinions of value related to
the Fair Market Value and Commercial Reasonableness of transactions related to healthcare
enterprises, assets, and services, and conducts analyses of contractual relationships for subject
enterprises. Mr. Hill is a member of the Missouri Bar and holds a J.D., with a concentration in
Health Law, from Saint Louis University School of Law.
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