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» Emerging Opportunities and Challenges for
Healthcare Providers

State Budget Shortfalls
ICD-10

Recovery Audit Contractors
Reform through Legislation
Healthcare Exchanges
Market Consolidation

Managing cost per unit

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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- Trends -

State Tax Revenue Fell Dramatically
State Tax Revenue, 1999 — 2010
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NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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- Trends -
Unemployment Exacerbates the Budget Problem

1.1

1.0
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Source: Kaiser Commission on Medicaid and the Uninsured

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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2012 Budget Cut Severity and Impact: % of Medicaid Budget
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NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» US Healthcare Reform

Coverage
Expansion

Insurance
Reform

Individual
Mandate

Healthcare :
Reform New
: Relationship
Structures

ACO

Health System
Reform

Value-Based
Reimbursement
Payment
Reform

Bundled
Payments

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» |CD-10 and 5010

5010 T Transaction format. Allows for the additional field length and addition of non-
numeric characters to support ICD-10

ICD-10 i New, more detailed diagnosis and procedure code sets and logic. Goal is to
improve patient care, enhance claims processing, and improve data collection

Valid ICD-9 Codes Valid ICD-10 Codes

Diagnosis Codes: Diagnosis Codes:
14,025 >68,000

Procedure Codes: Procedure Codes:
3,824 >72,000

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Under or Overpayment

Interim Period Crosswalk vs Accepting ICD-10 and ICD-9

Cross-walks between ICD-10and ICD-9, a central tenant of amatérialnsul a
impact on reimbursement. Decisions are required about mapping options

1. Map Diagnosis Codes 3. Derive DRG for reimbursement

— ICD-10-CM ——— — ICD-9-CM ——
0w S1981xD —
g _Other specified g - Option 1 ® + @) Implications
o injuries of larynx, % Face & neck injury DRG (v26): 914 p
© subsequent o
(o) encounter S

Allowed Amount: $5000 AHealth Plan Total
2. Map Procedure Codes Medical Cost
— |ICD-10-PCS —— —|CD-9-PCS - AHealthcare
E Provider
0B717DZ Other intubation of respiratory O] tlon @ + @ Relmbursement

(<) X tract
= o = DRG (v26): 909 :
_g Dilation of Trachea g (v26): APatient Out of
o) with Intraluminal 7 : :
(3 Device, Via Natural 0 Pocket / Lifetime
o Opening O

Other repair and plastic
operation on trachea

There is no industry standard to apply, and COTS cross-walk solutions still require > 75,000 hour of validation, and
COTS claim engines are embedding cross-walks that will also require validation

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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Revenue Impact To Be Determined

Expected Impact on Revenue
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NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» RIsks for Healthcare Providers

@ Interim resource drain

@ Loss of productivity

@ Under and overpayment by payers during transition period
@ |Increase in A/R days

@ Increase in denials

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» How is this different from prior history?

@ Unprecedented increase in populations covered by government sponsored healthcare

& tax burden

L

Potential conversion of existing payments to Medicare level for exchanges

L

Availability of clinical data for analysis

L

Clear evidence and acceptance that variation in care exists and creates significant

waste
@ Consumer share of the cost much greater

@ Recovery Audit Contractors have unprecedented funding and authority to deny claims

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» How are Healthcare Providers responding to
reform?

L

Managing their budgets tightly i ROI is an absolute requirement. Capital constraints

will continue
@ Increased attention to business performance

@ Looking to transform operations to create sustainable cost reductions (not just to

balance this years budget)

L

Experimenting with ACO and VBP models

L

Emphasis on relationship between clinical & financial operations

L

Looking for partners (but carefully)

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Likely Outcome

@ Some permanent increase in market consolidation

@ |CD-10 will pass like Y2K
@ Economic recovery will resolve part of Medicaid cuts T but not in short term
@ Very large health systems will have 20% of their business in some form of risk

arrangement

@ Fee for service will remain the predominant form of measure of the services/cost

of care delivered

@ Some portion of payments will be tied to outcomes

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Overall Thoughts

@ Much is being discussed about the infrastructure and business partnerships

needed to support capitation and bundled payment

L

Not much is being discussed about emerging risks associated with managing

the financial transactions

L

Healthcare Providers expect to live in world where capitation, bundled payment

and fee for service coexist

L

Most risks Healthcare Providers face today will continue

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» RIsk Continues Under Health Reform

@ Pricing, charge capture and compliance risks continue as Healthcare Providers
must still translate care delivered into a measure of cost that will ultimately drive
price negotiation and profitability analysis

@ Denial risk grows as:

1. RACOGs focus on Fee For Service
2. ACOOGs i ncent e d-medmallyenecedsanydavicesdrom
capitated risk pools

@ New Risks will emerge

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Advice to Healthcare Providers

C

Donét take your eye off the ball

C

Revenue cycle risks as you know them today will continue in the foreseeable
future with a new layer of risk to be managed as you assume many of the

administrative, data analysis and risk management roles of a third party payer

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» How Does Craneware Support Health Reform?

@ Partnering with | DN6s to identify new col

areas of the revenue cycle, and adapt/embed our tools into changing business

processes
@ Assist hospitals in engaging physicians as stakeholders

@ Prepare | DN6s for standardization of CDM
@ Engage clients as problem solvers in partnership with GPO partners

@ Emphasize sustainability and integrity of the business process through

technology

@ Help maximize and track ROI to invest in patient care

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Emerging Opportunities and Challenges for
Healthcare Providers

Unprecedented?  Maybe
Unsustainable? Likely

Cyclical? Somewnhat

Predictable? On some levels

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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Appendices

TICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, a ay not be shared with vendors outside of Craneware.
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» Key Elements of the ACO Model

@ Organized group of physicians (with or without hospital)

C

Legal entity with approach to sharing risk/savings

C

Ability to distribute payments

C

Payment predicated upon hitting targets for quality and care coordination

C

Standardized clinical reporting across participants

C

Clinical re-engineering

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» The Accountable Care Organization Solution

@ Doesnodot replace employer sponsored healt|

L

Pushes health plan function down to the Healthcare Provider

Claims as basis for distribution of funds unless Healthcare Provider owns 100% of

L

pieces like Kaiser

L

Even under capitation the government will want to know its cost per unit of care

delivered

@ Healthcare Providers expect to be less than 15% of their total revenue stream for the

next 5-10 years

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» StructuralBarri ers to ACOOGS

@ Must be physician driven

L

Physician ownership of hospitals banned

L

Regulatory limitations on Healthcare Providers assuming insurance risk

L

Regulatory limitations to incenting physicians to refer patients within the defined ACO

@ Cost to put legal structure in place and more importantly processes that demonstrate

that it meets requirements with regard to clinical outcomes

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Practicalbarri ers to ACOQOOSs

@ Significance of actwuarial risk beyond He:
smaller populations

@ Changing the way all patients are managed when that means less revenue for the
majority

@ Political uncertainty

@ Healthcare Provider ability to define and maintain payment mechanisms for

participants they dondt own

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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Financials of the Acquisition

Craig Preston

Chief Financial Officer

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Acquisition Overview

o Headline Considerationi $15 Million
$9 million Cash

$6 million New Craneware Equity

e Contingent Consideration i Up to $4.5 million

¢ Based on financial performance 1 July 2011 to 30 June 2012
¢ 60/40 Cash to Equity ratio (as for initial consideration)
v Payable August 2012

o Rationale for acquisition

¢ Met all three of our acquisition criteria:
o  Customer Base (c.250 software customers, ¢.10% overlap with Craneware)
o Products (5 complementary products)

o Domain expertise

o Valuation

¢ Based on forecast results to 30 June 2012
o2 N o Eatmouté 10x EBI TDA~*
o FUuUEdmoWtd c¢c. 7x EBI TDA*

* Adjusted Earnings Before Interest ,Tax, Depreciation and Amortisation

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Status of Acquisition/Integration

@ Consideration

¢ Deal completed 17 February 2011
¢ $9 million cash paid (from $31.2m (H1:2011) cash reserves)
¢ 641,917 new shares

o 24,186 outstanding to be issued (3 minority shareholders)
o  Total Issued Share Capital (once completed) i 26,816,867

@ |Integration

@ Working Capital/Completion Balance Sheet i Finalised
o No impact on headline consideration

@ 90 day Integration Plan i Complete, includes:
o Sales teams cross trained, management aligned
o Marketing: common branding and messagingi i Cr a n elnBmhtde
o Contracting: established foundation for new customers on Annuity SaaS model

¢ Intangible Valuation exercise T underway

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Changes to Financial Reporting

PROFIT & LOSS

e Include InSight Financial Results
¢ FY11 c. 4 months results consolidated i EBITDA neutral

v FY12&13 ~1-2 % EBITDA margin reduction

¢ Revenue

¢ Now 3 elements contributing to future visibility
@ Annuity SaaS (long term contracts)
@ Renewals
@ Monthly payments

o Adjusted EBITDA/EPS

¢ Adjusted for:
@ Transaction related costs
@ Acquisition related Intangible asset amortisation
@ Fair Value adjustments to Contingent Consideration (future years)

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Changes to Financial Reporting

BALANCE SHEET

e Consideration
@ Cash $9 million reduction
@ Increase shares inissue i 641,917 acquisition related

e Claimtrusti Net Assets Acquired
o ~$1.8m
@ Subject to FV exercise

e Goodwill
@ Include FV of contingent consideration
@ Separately identify Intangible assets

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Changes to Financial Reporting

Key Performance Indicators
e Future Revenue Under Contract

34 | $284 $27.3 $27.3 $32.4 $29.3 $29.1
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2 -
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e | ntr odd c@a toid\doathlylncome

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Changes to Financial Reporting

Product Attachment Rate

e Core Products
@ 6 Craneware
@ 3 of 5 I nSight Products defined as 6Corebo: i

@ 2 (Medical Necessity & Compliance): to be sold as modules therefore not included in PA
calculation

e Blended Product Attachment Rate
@ Craneware H1:2011: 1.7 products out of 6 products
@ InSight: ¢.60% of customer base with Core products

¢ Blended Product Attachment rate 1.5 out of 9 products
@ Reflects increased market opportunity

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Cranewared0 Cor e 6

Product s

SUPPLY MANAGEMENT STRATEGIC PRICING REVENUE CYCLE AUDIT AND REVENUE RECOVERY

Pharmacy

ChargeLink
Jan 08

Supplies

ChargeLink
Dec 09

Patient Charge

Estimator
Dec 07

Value-based
Pricing Analyzer
Dec 10

Chargemaster
Toolkit
pre-IPO

Bill Analyzer

pre-IPO

InSight Audit
Feb 10

InSight Denials
Feb 10

InSight Payment

Variance Analyzer
Feb 10

Supporting Modules and Services

PCL Implementation
Services

SCL Implementation
Services

his document ci

ains confidential or proprietary informat

CMT 1
Fee Schedule Modules

SCL -
Pricing Policy Manager

InSight Medical

Necessity
Feb 10

PCLT
Pricing Policy Analysis
Module

CMT i
Comparative Pricing Modules

InSight Eligibility
Feb 10

Chargemaster
porate Toolkit

Online Reference Toolkit

Physician Revenue

/Management Toolkit

Chargemaster Toolkit T

Interface Scripting Module

InSight

Compliance
Feb 10

Medicare RAC Services

Denials Management

Case Management

CDM Quality Review &

CDM Maintenance Process,

VPA Implementation PCE Implementation Education Design & Implementation
Services Services
Charge Capture
Performance Improvement Chargemaster Corporate
Services Standardization Services

ich may be legall
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vendors outside of
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Questions?

TICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, a ay not be shared with vendors outside of Craneware.




ac
W’ Llhaneware craneware.com

Craneware InSight
Corporate Overview

Joe Ferro

Executive Vice President, Craneware InSight

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Introduction: Craneware InSight

@ ClaimTrust acquired by Craneware in Feb 2011, renamed
Craneware InSight

¢ Founded in 1998 as a seamless front-to-back software for
Medicare clinical services, now offers a full suite of Revenue
Cycle Solutions

@ |Installations in 250 Hospitals in all 50 states, only 10%
overlap with Craneware clients

@ Offices in Nashville, TN and Boston, MA

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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Market & Product

Overview

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Business Opportunity: Revenue Integrity

@ The Market - The Time is Now

@ Hospitals Margins are under pressure with reduced reimbursement from government and

commercial payers

The Financial crisis has eliminated investment income putting pressure on hospitals to look

for other sources of cash

Billing rules complexity continue to increase

¢ 5010 & ICD-10

@ Craneware InSight i The Right Stuff
@ Combined Product Set has the best/most effective coverage

v Experienced, highly effective staff, unique in the industry

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Our Focus Makes the Difference

@ We are Specialists who focus on hospital revenue generation

@ Increase Cash

@ Most Effective Revenue Cycle Improvement
¢ Clinical editingto the Payer-p| an Level for Hospital s payers

Find missing codes

Workflow across departments

Denials root cause analysis

¢ Save Time
¢ Reduced re-work

¢ Reduced Denials
¢ Real-time claim correction revalidation

v User Friendly/Flexible
v All Payers

¢ Generalists canot match t hi s!

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» InSight Product Delivery

@ Fully-Hosted Solution - SaaS

C

Browser-Based, Secure and HIPAA Compliant

C

Statement on Auditing Standards No. 70: Service Organizations i SAS 70

C

FIPS 140-2 Encrypting methodology compliant data center (U.S. Federal

Government security requirement)

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Craneware InSight Product Overview
All products are web-based

Audit & Revenue Recovery
© InSight Audit

@ Audit tracking, reporting, and workflow system

¢ InSight Denials

¢ Denials Management System

¢ InSight Payment Variance Analyzer

¢ Contract Management System

6 Strategic Pricing T Patient Access Support Modules
¢ InSight Medical Necessity

¢ Medical Necessity and Authorization Pre-Screening System
¢ InSight Eligibility
© Eligibility Verification

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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Audit & Revenue

Recovery

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» InSight Denials

@ The Problem

@ The typical U.S. hospital loses 7%-10% of its revenue to denied claims that could have
successfully been corrected and resubmitted.?

@ A denial is a payers response to request for payment, there are thousands of denial reasons

@ The Solution T InSight Denials
v Capture, qualify and measure denials
¢ Manage denial follow-up

Prevent denials before they occur

Reporting tools to manage and track performance

1. HFMA Payment & Reimbursement Forum, Best Practices for a Denials Prevention Program, (June 2008)

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Hospitals Lose Significant Revenue Due to
Denied Claims

0-60 Days 61 Days and Over Write-offs
Claims in Lost _
Process REJECTIONS! o r y ©Opportunity

Current Remittance Advice Processing Does

Accounts are worked one by one in alphabetical order

o
@ Trends can not be established
@ Rejection data is never aggregated

Good Receivables Are Written-off Because :
@ Rejections are inappropriately written off (as contractual adjustments)

The real i ssue 1 snot under stood

«

Rejections age beyond appeal due to lack of follow up or focus

«

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Typical Rejection Processing

@ |ssues arise in managing rejections because of:
v Delay in response by other departments
o Lack of good communication tools and use of a

@ Poor tracking tools to identify which claims have been corrected and which have not

¢ Missed appeal file limits

o Limited knowledge of how to Afix the probl emg
¢ No aggregated, detail data that show trends

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Cr ane w®deneabManagement Strategy

1. Collect and aggregate rejection data

2. Prevent recurrence of rejections
@ Trend significant issues by payer and reason
@ Perform root cause analysis

@ Develop corrective action plan

¢ Monitor

3. Correct rejected claims
¢ Identify owner
v Distribute rejected claims to owners
¢ Embed knowledge into system
@ Track and report on un-worked
@ Track worked not closed

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Cr ane wdnSighi Benials Reports

@Craneware
InSight o
H o EAEEEI——
@ Dashboard of Key Performance Indicators ——

Rejection Summary by Rejection feason
From 31200810 8102008

¢ % Rejected Claims é‘ﬁ\c
raneware
@ Top 3 Claim Error and Rejection by = InSight

Reason y

Reports » Reports

Q Error Volume by Payer and Reason B Executive Reports

» Health System Rejection Court and Dollars Sumimar:

To
» Hospilsls Rejection Court and Dallars Summery by Rejection Categ

! S u m m ary and Tre nd i n g Re po rtS [ Detail Rejection and Rejection Tracking Repor
v Error Type e '

» Rejection returnsd to payer detail
» Mon-Actionable Rejection Detail Report

v Payer

o + Rejection Summary by Rejection Reason
. C P T » Rejection Summary by Fayer

» Rejection Summary By Insurance Plan

» Rejection Summary by Rejection Reason and Payer

Root Cause Analysis Reports » ik At Fescon Sunnary bty Eefclcn Regacn a Paye
Workflow tracking and productivity reports 2 Detail Rejection and Refection Tracking Repor

» Mot Wyiorked Rejection Details

B Summary Rejection Trending Reports

e

» All Rejection Details Report

On click drill down to details e s
Graphical and Tabular Displays
Download to Excel

e €

copyrioht @ 2003 - 2008 Claimtrust, Inc. A1 rights reserved

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Example Customer Results

FY 2003 1.6 Billion 12.2 Million AT%
FY 2004 1.7 Billion 7.7 Million A45%
FY 2005 1.8 Billion 6.1 Million .34%
FY 2006 1.9 Billion 5.6 Million .29%
FY 2007 2.0 Billion 4.7 Million .23%

Improved Efficiency and Better Cash Flow

FY 2003: 12-15% Rejection Rate | > FY 2007: 5-7% Rejection Rate

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.
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» Success Stories

@ Multi-million dollar recoveries once data aggregated

@ Sustainable reduction in rejections

¢ Less rework

¢ Faster cash

@ Customer feedback

NOTICE: This document contains confidential or proprietary information which may be legally privileged. It is intended only for the named recipients, and may not be shared with vendors outside of Craneware.



