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Medicare Advantage vs. ACOs
 vs. Original Medicare: A Comparison
 A Presentation to the 2014 CAPG Colloquium on Physician Groups in Medicare Advantage
 JOHN GORMANEXECUTIVE CHAIRMAN
 OCTOBER 7, 2014
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 THERE IS NO COMPARISONFFS is a dead end. Capitation is the only sustainable solution to runaway entitlement spending. “Defined Contribution” = future.
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 CUT TO THE CHASE!
 Physician Groups Need to Think Big Because…
 • Innovation is now a business imperative.o FFS Medicare unsustainable; long-term “Doc Fix”
 elusive and unlikely• Many sophisticated provider organizations drawn
 to Medicare ACOs won’t see ROI• Market is growing, but MA is growing faster• Options:
 o Return to FFS o Next-generation contracting with MA planso Become an MA Plan
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 Government programs are sole source of organic growth; 
 massive opportunities  for physicians –
 but only for the 
 adaptable.•What Medicare does, Medicaid, HIX follow
 •Physician groups must evolve or die:
 • Ability to manage to a per‐patient global budget
 • Emphasis on population health, coordinated care
 • Sophisticated reporting capabilities required
 • Engaged, accountable providers are a must
 • Insurance functions are easiest part; can be built or bought
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 Golden Age of Government Programs Brings Innovation Imperative
 Cut to the chase
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 Clinical/Financial Integration: Model
 QUALITY/FINANCIALOUTCOMES REPORTING
 Integrated Delivery System
 CLINICAL INTEGRATION
 Data/Analytics
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 Original Medicare Is Unsustainable
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 Original Medicare Is Unsustainable
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 Original Medicare Is Unsustainable
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 Original Medicare Is Unsustainable
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 Fee-for-Service Still Dominant Method of Provider Payments
 10
 • In 2013, commercial health plans reported only 10.9% of payments were value-based, including only:
 Source: National Scorecard on Payment Reform, Catalyst for Payment Reform, September 30, 2014
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 “Tipping Point” in Government-Sponsored Programs
 140160
 180
 2014 2020
 Commercial
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 Medicare Advantage And Part D By The Numbers
 • Enrollment +1 million YTD; up 8% YOY
 • Tailwind coming in 2016-2017 + Medigap reforms
 • Growth driven by PPOs and SNPs
 Copyright © 2014, Gorman Health Group, LLC
 GHG
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 CURRENT CONTRACT SUMMARY
 NO. OF CONTRACTS
 MA ONLY ENROLLEES
 DRUG PLAN ENROLLEES
 TOTAL ENROLLEES
 Total “Prepaid” Contracts 734 1,963,319 14,419,411 16,382,760
 Local CCPs 544 1,435,765 12,671,812 14,107,577PFFS 12 94,211 208,008 302,219Medicare-Medicaid Plan 30 0 135,169 135,1691876 Cost 16 263,465 230,861 494,3261833 Cost (HCPP) 9 52,622 0 52,622PACE 106 0 30,204 30,204MSA 3 11,571 0 11,571Pilot (2) 3 73 0 73Regional PPOs 11 105,612 1,143,387 1,143,387Total PDPs 85 0 23,384,876 23,384,876Employer/Union Only Direct Contract PDP 8 0 143,896 143,896
 All Other PDP 77 0 23,240,980 23,240,980TOTAL 819 1,963,319 37,804,317 39,767,636
 National Medicare Advantage Membership Snapshot
 August 2014
 13
 Source: Medicare Advantage, Cost, PACE, Demo, and Prescription Drug Plan Contract Report – Monthly Summary. Report covers contracts as of July 11, 2014, CMS August, 2014 Reporting.
 Includes: 2,014,350 SNP3,137,635 Series 8003,703,731 Local PPO
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 The Duals Opportunity By The Numbers
 Estimated Dual Eligibles 10-11 MillionTotal Spend/Year on Duals $397 Billion Duals % of all Medicare/Medicaid enrollees 9%Duals % of all Medicare/Medicaid spend 37%Average # Chronic Conditions – Medicare only
 1
 Average # Chronic Conditions – Duals 4.6States with LOIs to CMS for Duals integration
 37
 % Duals Spend in Health Plans 16.8%
 Copyright © 2014, Gorman Health Group, LLC
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 The Duals Opportunity By The Numbers2016 2019
 States Moving Duals to Plans 11 22Organic Premium Opportunity $40 Billion $122 Billion
 Copyright © 2014, Gorman Health Group, LLC
 $397
 2016 Duals 
 Premium
 2006 PDP Spend Current 
 Medicare 
 Managed Care
 Current 
 Medicaid 
 Managed Care
 Remaining 
 Medicaid FFS 
 (mostly LTC)
 Sources: CMS, CBO, Barclay’s
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 MA Headwinds
 •Flat/declining rate
 environment until 2016
 •Rising medical/drug expense
 •Greater transparency and
 accountability
 •Consumerism
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 2015 Benchmarks
 Reduction of 5.71% from average 2014
 benchmark•3.37% from trends•2.34% from ACA and rebasing
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 Ratio Of Benchmark To Unmanaged FFS Medicare, 2015
 18
 Red = 114%+Pink = 100% to 114%Light Blue = 97% to 100%Blue = 95% to 97%
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 Ratio Of Benchmark To Unmanaged FFS Medicare, 2017
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 Red = 114%+Pink = 104% t0 114%Light Blue = 100% to 97%Blue = 95% to 98%
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 Utilization = Bigger Driver than Price Increases
 Rising Medical Expense
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 Prescription Drug Utilization Rising Quickly with ObamaCare
 Rising Medical Expense
 Source: IMS Data, Credit Suisse
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 A Look at a Few Drug Categories Common Among Seniors, Uninsured
 Rising Medical Expense
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 Hallmarks of MA: Greater Transparency, Accountability, And Consumerism
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 CMS Enforcement Actions January 2012-May 2014
 COMMON FINDINGS:•Unapproved quantity limits•Unapproved utilization management practices•Failed to properly administer the CMS transition policy•Improperly effectuated a prior authorization or exception request•Failed to provide a transition supply of a non- formulary medication
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 Why Are Star Ratings So Important?
 Some text about the project, consectetur adipiscing elit.
 Lorem Ipsum has been the industry's standard dummy text ever since the 1500s, when an unknown printer took a galley of type and scrambled it to make a type specimen book. It has survived not only five centuries, but also the leap into electronic typesetting.
 •
 Commercial and Medicaid always
 follow Medicare
 • Sub‐3‐Star Plans on CMS  “hit list”
 in   
 2015
 ‐“Scarlet letter”
 on Medicare.gov‐
 Letters to members
 • .5 Star = ~ $15‐50 PMPMHigh correlation between Stars, compliance, and member satisfaction and loyalty
 Star Rating Complaints/1,
 000
 % Disenroll 
 Annually
 0.91 21.5%
 ½ 0.55 17.48%
 0.42 14.79%
 ½ 0.33 9.27%
 0.22 6.92%
 ½ 0.15 4.89%
 0.16 1.91%
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 Impact of Star Ratings: Bonus and Rebate
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 PART C Weights and Measures: 2014
 Measure Measure Type WeightingC01 Breast Cancer Screening Process 1C02 Colorectal Cancer Screening Process 1C03 Cardiovascular Care – Cholesterol Screening Process 1C04 Diabetes Care – Cholesterol Screening Process 1C05 Glaucoma Testing    Process 1C06 Annual Flu Vaccine Process 1C07 Improving or Maintaining Physical Health Outcome 3C08 Improving or Maintaining Mental Health Outcome 3C09 Monitoring Physical Activity Process 1C10  Adult BMI Assessment  Process 1C11 Care for Older Adults – Medication Review Process 1C12 Care for Older Adults – Functional Status Assessment Process 1C13 Care for Older Adults – Pain Screening  Process 1C14 Osteoporosis Management in Women w Fx Process 1C15 Diabetes Care – Eye Exam Process 1C16  Diabetes Care – Kidney Disease Monitoring Process 1C17 Diabetes Care – Blood Sugar Controlled Int. Outcome 3C18 Diabetes Care – Cholesterol Controlled Int. Outcome 3C19 Controlling Blood Pressure  Int. Outcome 3
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 PART C Weights and Measures: 2014
 Measure Measure Type WeightingC20 Rheumatoid Arthritis Management   Process 1C21 Improving Bladder Control  Process 1C22 Reducing the Risk of Falling    Process 1C23 Plan All‐Cause Readmissions Outcome 3C24 Getting Needed Care Patient's Experience 1.5C25 Getting Appointments and Care Quickly Patient's Experience 1.5C26 Customer Service   Patient's Experience 1.5C27  Rating of Health Care Quality    Patient's Experience 1.5C28  Rating of Health Plan      Patient's Experience 1.5C29 Care Coordination Patient's Experience 1.5C30 Complaints about the Health Plan  Patient's Experience 1.5C31 Beneficiary Access and Performance Problems Access 1.5C32 Members Choosing to Leave the Plan Patient's Experience 1.5C33 Health Plan Quality Improvement  Outcome 3C34 Plan Makes Timely Decisions about Appeals Access 1.5C35 Reviewing Appeals Decisions  Access 1.5C36 Call Center – Foreign Language Interpreter and TTY Availability    Access 1.5
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 PART D Weights and Measures: 2014
 Measure Measure Type WeightingD01 Call Center – Foreign Language Interpreter and TTY Availability    Access 1.5D02 Appeals Auto‐Forward Access 1.5DO3 Appeals Upheld Access 1.5D04 Complaints About the Drug Plan Patient's Experience 1.5D05 Beneficiary Access and Performance Problems Access 1.5D06 Members Choosing to Leave the Plan Patient's Experience 1.5D07 Drug Plan Quality Improvement Outcome 3D08 Rating of Drug Plan Patient's Experience 1.5D09 Getting Needed Prescription Drugs Patient's Experience 1.5D10 MPF Price Accuracy Process 1D11 High Risk Medication Outcome 3D12 Diabetes Treatment Outcome 3D13 Medication Adherence for Diabetes Medicatio Outcome 3D14 Medication Adherence for Hypertension (RAS  Outcome 3D15 Medication Adherence for Cholesterol (Statins Outcome 3
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 CMS likely to open up Value-Based benefits, Rewards & Incentives
 Creative positive experiences while driving Quality Outcomes
 Important factors
 • Platform for engaging
 • Customized to member
 • Timely rewards
 Copyright © 2014, Gorman Health Group, LLC
 Peeking Ahead
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 What Matters NowExecution, Engagement, And The Member Experience
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 Criterion Build (Make your Own MA Plan)
 Buy (Risk Contract with Existing Plan)
 Control Yours. Theirs, subject to negotiation, delegation.
 Risk Adjustment Works to your advantage if you are diligent.
 If capitation or benchmark is risk adjusted, works to your advantage.
 Reserves You must fund. They fund.Regulation All on your back. Medicare: on their back
 Risk-bearing entity: in some states you would be regulated.
 Marketing/Sales You control. You leverage your brand, you train the brokers.
 Biggest admin expense. They control. They train the brokers. You may have a delegated role.
 Branding Your brand. Their brand.
 Build or Buy?
 32
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 Criterion Build (Make your Own MA Plan)
 Buy (Risk Contract with Existing Plan)
 Internal Operations
 Yours. Theirs or shared (under capitation, you will pay claims).
 Risk/Reward All yours. Shared.•If done correctly, you have risk and reward for execution: quality and efficiency of care. •MA plan has insurance risk (incidence of disease)
 Care management
 All yours. Build on ACO experience.
 Shared. MA plan may bring additional expertise to the table, especially if incentives are aligned.
 Build or Buy?
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 Criterion Build (Make your Own MA Plan)
 Buy (Risk Contract with Existing Plan)
 Network management, provider relations
 Yours. Theirs (or shared, if they hold provider contracts, but build on your existing ACO structure).
 Compliance, audit readiness
 Yours. Mostly theirs. Some may be delegated (you are accountable to the plan, plan is accountable to CMS/state DOI).
 Governance Responsible for quality and efficiency of care, operations of insurance company.
 Your governance structure is responsible for quality and efficiency of care. Theirs is responsible for insurance operations, and relationship with you
 Build or Buy?
 34
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 Pricing Strategies
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 Is this a star I want to hitch my wagon to?•MA plans currently enroll 30% of all Medicare beneficiaries•CBO projects 50% growth MA enrollment in next 10 years.•Roughly half of non-group Boomers aging in are choosing MA •MA rates will grow as fast as Medicare FFS starting in 2017. PMPM costs below unmanaged Medicare FFS = growing margins.•Risk adjustment continues to be favorable to health plans•Benefit design supports ACO mission with in-network benefits•Combination of Parts A, B, D and Medigap in a single plan simplifies participating providers’ revenue management.•MA-SNP = favored contracting vehicle for dual eligibles.
 Medicare Advantage Future
 36
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 Conclusions
 • Most Medicare ACOs will be disappointed by ROI.
 • Successful ACOs have already done the hard part of Medicare Advantage.
 • MA provides opportunity to move some Medicare revenue from FFS to prepaymento Prepaid capitation avoids the
 revenue penalty implicit in FFS for efficiency and high quality
 o More predictable revenue
 GO BACK TO FFS
 DEVELOP YOUR OWN MA PLAN
 RISK CONTRACTS WITH MA PLANS
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 Gorman Health Group, LLC (GHG) is a leading consulting and software solutions firm specializing in government health programs, including Medicare managed care, Medicaid and Health Insurance Exchange opportunities. For nearly 20 years, our unparalleled teams of subject-matter experts, former health plan executives and seasoned health care regulators have been providing strategic, operational, financial, and clinical services to the industry, across a full spectrum of business needs. Further, our software solutions have continued to place efficient and compliant operations within our client’s reach.
 GHG offers software to solve problems not addressed by enterprise systems. Our Valencia™ software reconciles the capitation payment of more than six million Medicare beneficiaries and continues to support customers participating in the Health Insurance Exchanges. Nearly 3,000 compliance professionals use the Online Monitoring Tool™ (OMT), our complete Medicare Advantage and Part D compliance toolkit, while more than 45,000 brokers and sales agents are certified and credentialed using Sales Sentinel™. In addition, hundreds of health care professionals are trained each year using Gorman University™ training courses.
 We are your partner in government-sponsored health programs
 T
 E
 JOHN GORMANExecutive Chairman
 202.255.6924
 [email protected]
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