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Update

HEALTHCARE PAYER SOLUTIONS

ACS Acquires Pharm/DUR
to Strengthen Pharmacy Audit
and Verification Capabllities

Even in this tough economic environment, ACS continues to make strategic acquisitions
to strengthen our service offerings. In July, ACS acquired Pharm/DUR Inc. to expand

its pharmacy auditing and verification services. Combined with ACS' existing pharmacy
business, this acquisition positions ACS as a leader in the pharmacy audit market.

Pharmacy audit and verification services are essential in ensuring that both private and
public health plan dollars are spent appropriately on patient care by identifying and
recovering overpayments, detecting and stopping fraudulent activities, and educating
providers.

"This acquisition solidifies ACS' leadership position in the pharmacy audit market, and will
make the combined operation more competitive as we adopt Pharm/DUR's auditing tools
and leverage its nationwide distributed auditor network," said Christopher T. Deelsnyder,

senior vice president and managing director of ACS Government Healthcare Solutions. "The

veteran management team and talented employees of Pharm/DUR will continue to provide
high quality service to its customers."

Pharm/DUR was founded in 1992 by Anthony

Spay and Ron Nighswander and has become

one of the nation's largest independent pharmacy
audit firms. Pharm/DUR's services are designed

to cost-effectively identify waste, abuse and fraud

in Pharmacy Benefit Management programs. Its
proprietary application AUDITrack utilizes paid claims
data and specifically developed algorithms to identify
potential errors for review.

"The client-focused cultures at Pharm/DUR and
ACS will ensure a smooth transition for all of our
employees and clients," said Anthony Spay, CEO of
Pharm/DUR. "Also, Pharm/DUR's clients will benefit
from ACS' diverse healthcare management offerings
that can further reduce their operating costs."

“This acquisition solidifies
ACS' leadership position
in the pharmacy audit
market, and will make
the combined operation
more competitive as

we adopt Pharm/DUR'’s
auditing tools and
leverage its nationwide
distributed auditor
network”

— Christopher T. Deelsnyder Pharm/DUR's revenue for the twelve months ending

April 2009 was approximately $6 million.
ACS entered the pharmacy audit business in 2004 with its acquisition of Heritage
Information Systems. Today, ACS provides services to 30 pharmacy programs in 27 states
and the District of Columbia with a combined drug spend of more than $8 billion for which
ACS has developed systems that process more than 125 million claims annually.
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Acquisitions deliver immediate gains
to our clients through expanded
geography, technology, and proven
capabilities. ACS continues to
innovate through acquisitions that
serve the best interests of our

clients as evidenced by these recent
acquisitions:

MultiVoice: South American BPO
Solution Centers with locations in
Argentina, Chile, Colombia and Peru
eService: Near-Shore English
Language Call Center & BPO Solution
Center, located in Jamaica
PharmDur: Clear Leader in the
Pharmacy Audit Market when
Combined with ACS HMS, located in
Pennsylvania.
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Health Reform 2009

Cost, quality, and access are the
traditional measures of a nation’s
healthcare system. Performance in each
domain is the result of specific causal
factors, yet efforts to do better in one area
will not necessarily yield improvements

in the other two. For example, costs

of producing medical services can be

cut with relative ease if corresponding
reductions in quality are acceptable.

Economic science shows why such trade-
offs are necessary when resources are
fixed. Overhauling healthcare to produce
top-quality services for everyone at the
lowest-possible cost is an appealing
political promise, but it is possible only if
unlimited funds are available. Given harsh
limits imposed by the economic crisis—
not to mention equal need for money to
improve education, the environment, and
national security—Americans should be
highly skeptical of reforms that promise to
solve all healthcare’s problems.

Need to Make Choices

Indeed, the best outcome that economics
can offer under current circumstances

is to optimize performance in one area,
subject to constraints of minimally
acceptable performance in the other two.
My approach would be to provide medical
care correctly all the time (i.e., imposing
IT-based performance improvement
systems that prevent recurrence of
unexplained variations in quality), as
inexpensively as possible. Of course,
minimizing costs subject to acceptable
(but not maximum) quality standards is
another possibility. The key point is that
trade-offs must be made when resources
are limited —clearly the situation now and
for the foreseeable future.

But what about coverage for all, the other
reform that politicians are pursuing?
Delivering on the promise of a health
reform trifecta is impossible under current
circumstances, including Congressional
and Presidential agreements that a reform
law will not be passed or signed if it

adds to the federal deficit. Estimates of
the costs of universal access uniformly
suggest the need to add another trillion
dollars to the projected deficit in order to
give health insurance to all Americans, so
there’s a classic Catch-22 underneath all
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the rhetoric. Something’s got to give, or
the proverbial “train wreck” is just around
the corner.

A really good healthcare system could be
created if all the stakeholders agreed to
rethink what needs to be done and how

to do it, once the current reform battle

has fizzled. The most likely outcome is

a political stalemate that produces no
meaningful reform. In the less-likely (but
not impossible) event that the political
process grants or imposes health
insurance for all Americans, the chances
of actual implementation anytime soon are
virtually nil as the law’s constitutionality
will be tested—if it isn’t repealed first.

(The leaders of reform in 2009 think they
learned a lesson from reform in 1994,
namely, that Congress should control the
process. The relevant lesson of history was
the passage of a catastrophic health law in
1989, quickly undone when beneficiaries
learned that they would be expected to
pay the costs.)

Red Herrings

The role of health insurance has come to
the center of the debate this year. Indeed,
during the August recess the battle cry
shifted from health reform in general to
insurance overhaul in particular. New
“solutions” were launched on a weekly
basis, from declaring universal access

to removing insurance from employment
to creating a government health plan

to mandating individual purchase of
insurance to taxing generous health plans
to requiring portability to eliminating
exclusion of pre-existing conditions to
fixing lifetime limits, and so on.

Although these concepts were advanced
to garner support from individuals and
organizations likely to benefit from one

of them, the net result was to raise
concerns about the cumulative impact of
a multi-pronged approach. Constituencies
that would benefit from one proposal
began to question the feasibility of the
whole package, and a growing portion

of the American public concluded that

the promises were too good to be true.
People feared the devil in details that
would be decided after the victory was
won; they preferred the status quo in spite
of its faults.
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Enduring Solutions

Ironically, reformers have one irrefutable
point—the status quo is not sustainable.
The United States can ill afford to let
the medical sector consume an even
bigger portion of the gross domestic
product (GDP). The current 17% share
raises a lot of troubling questions, but
today’s debate over health reform is not
producing believable answers. Rather,
it is producing intense criticism of health
insurers, so payers have an excellent
opportunity to propose viable alternatives
to Washington’s unfocused efforts.

Why couldn’t payers launch an offense by
organizing providers, public and private
purchasers, and patients to design a
healthcare system with an exciting goal—
producing the best healthcare that can be
bought for 17% of the GDP? A concrete
action plan would address the current
system’s serious deficiencies that have
been highlighted by reformers, such as
ending the perverse incentives of fee-for-
service reimbursement, promoting health
by developing long-term contracts that
would allow payers to recoup investments
in health promotion and disease
prevention, replacing pay-for-performance
with non-payment for non-performance
according to standards, and so on.

Promoting deliberate, win-win partnerships
to create desired changes in medical care
delivery with concrete goals and deadlines
outside the political sphere surely has
more to offer to Americans than the
unfocused debate going on in Washington.
Why not get started now? Consider it
insurance against having to fight another
defensive reform battle in the future.

Dr. Jeff Bauer, an internationally respected
health futurist and medical economist,
leads the Futures Practice for ACS. He
welcomes comments on this article and
solicits dialogue with leaders in the Payer
community, including suggestions for his
future contributions to this newsletter. He
can be contacted at (773) 477-9339 or
jeff.bauer@acs-inc.com. His numerous
publications on health reform can be
downloaded at www.jeffbauerphd.com/
writing.htm.
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Announcing the ACS Healthcare,
Finance and Insurance (HFl) Group

ACS made the strategic decision to split our Business Process Solutions group to

create a team exclusively devoted to our healthcare, finance and insurance clients. This
realigned, focused HFI organization encompasses Healthcare Provider, Mortgage/Financial
and Insurance Services, and two new lines of business (LOB) created from the former
Healthcare Payer LOB: the Healthcare Blue and Communication Services LOB and the
Commercial Healthcare LOB.

Connie Harvey is the Group President of HFI, replacing Tom Blodgett, now the Chief
Operating Officer of ACS Commercial Services Group.

Montego Bay, Jamaica

Employee count
Over 3,400

Languages supported
English

Overview

In March of 2009, ACS acquired
Caribbean-based e-Services Group
International. The acquisition gave ACS an
additional 3,500 highly trained, English-

speaking workers based in multiple ACS combines innovations with
centers throughout Jamaica and St. Lucia. financial strength to help clients move
The corporate headquarters for e-Services forward with a partnership at a time

is stationed in Montego Bay, Jamaica. when many can financially least afford

it, but operationally need it most. We
do what it takes - forward pricing,
asset acquisition, and covering
transition costs - to help clients
overcome challenges and stay on top
of their game.

As Jamaica’s second largest city, Montego
Bay is situated on the northwest tip of the
islands with a population of 2.8 million
people. Montego Bay also has a number
of local colleges and universities, giving
ACS access to a deep talent pool.

Services provided

The Montego Bay centers are experienced in customer care services and handle nearly
170,000 inbound calls on a daily basis. Other services provided include outbound
customer care, inbound sales, back office processing (email and claims processing),
technical support, human resources support, and correspondence.

Healthcare impact

The acquisition of e-Services offers healthcare companies an English-speaking,
near-shore, BPO solution center option. Healthcare companies will appreciate the
knowledgeable support provided by highly educated e-Services’ workers; over half of
whom have a college/university level education.

Other sites in Jamaica

With the e-Services acquisition, ACS now has over 5,100 employees in eight centers
across Jamaica. Four of the centers are located in Montego Bay and ACS has a strong
presence in the Kingston area with four centers and over 1,600 employees.
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