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Objectives

1.

Educate about the evolving relationships facing the value-based
healthcare economy.

Increase understanding about accountable care concepts and the
implications for provider organizations, particularly National DPP
providers.

Provide insight on how payer and purchaser organizations can play
critical roles in the National DPP moving forward, particularly
financial coverage.
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Medicare Announcement and Proposed Rule

Intersection between non-traditional providers and a public payer engaged in a value-

based arrangement
e CMS OACT certification based on data that demonstrates a reduction in medical cost for

participating seniors
« Rigorous terms of this arrangement ensure that coverage will not increase net-Medicare

spending
« No payments after 6 months unless weight loss target is achieved
Unique care model and cohort of non-traditional providers to support disease prevention

Where does this lead?

 Bright light on the promise of the National DPP, which draws the attention of commercial

and state payers
« Coverage for additional non-traditional models that demonstrably support prevention or

T management of chronic disease
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The Accountable Care Movement
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Provider Risk

Pre-ACO ACO

High

Pre-ACO

Fee for Service: A “traditional” payment system in which provider
organizations receive separate payments for each individual service provided
to patients

Care Management: A payment to provider organizations for certain non-
face-to-face care coordination services furnished to patients with multiple
chronic conditions

Pay for Performance: A payment approach in which provider organizations
are rewarded or penalized based on adherence to predetermined quality
metrics, such as meaningful use, patient quality, or value-based purchasing

ACO

Shared Savings: A payment approach whereby a provider organization
shares in the savings (but not in the losses) that accrue to a payer when actual
spending for a defined population is less than a target amount

Shared Savings / Shared Losses: A payment approach whereby a provider
organization shares in the savings and losses that accrue to a payer when
actual spending for a defined population is less or more than a target amount
Partial Capitation: A payment approach in which only certain types or
categories of services are paid on a capitated basis; typical examples of this
include capitation for primary care services, specialty care or other services
such as mental health

Full Capitation: A single payment made to a provider organization to cover
the cost of a predefined set of services delivered to a patient




National Value-Based Payment Penetration
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Total ACOs: 836
ACO GI‘OWth Total Contracts: 1,157

ACO Growth vs. Contract Growth Over Time
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Source: Leavitt Partners Center for Accountable Care Intelligence
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ACO Taxonomy Total Covered Lives: 23.8 million

,_T_
FULL SPECTRUM INTEGRATED INDEPENDENT PHYSICIAN GROUP
W E | é All services are provided directly by the ACO. A single organization that directly provides
i o i ‘-7 May include one or multiple organizations. outpatient care.
[ 1L t ~ 108 ACOs ~ 6.5 Million Lives ~ 177 ACOs ~ 4.8 Million Lives
+ INDEPENDENT HOSPITAL AT PHYSICIAN GROUP ALLIANCE
mm A single organization that directly provides Ens Multiple organizations that directly provide
ooo inpatient care. T outpatient care.
[] ~ 81 ACOs =~ 2.1 Million Lives lﬁ‘?’l\ ~ 120 ACOs ~ 2.2 Million Lives
—4 M ? HOSPITAL ALLIANCE N s EXPANDED PHYSICIAN GROUP
HE=IN _< ﬁ‘m\ Multiple organizations with at least one that L . Directly provides outpatient care and contracts for
o | directly provides inpatient care. !%'-_i\ d inpatient care.
n 00oog F]' ~ 89 ACOs =~ 2.6 Million Lives A [l ~ 169 ACOs ~ 5.6 Million Lives

*Total ACOs and covered lives do not include the most recent Medicare Shared Savings Program (MSSP) ACO cohort that added 92 additional
ACOs in January 2016
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Policy Foundation For Value

Medicare Part B Drug Cardiac Rehab Incentive Cardiac Episode Payment
Payment Model Payment Model Models

Million Hearts: CVD Risk Comp. MA Value-Based Insurance Part D Enhanced MTM

Reduction Model ESRD Care Design Model Model

Oncology Care Model Med'cariﬂgadreel —— Next Generation ACO Home Health VBP Model

Pioneer
ACO Model

Voluntary = Mandatory

Maryland All-Payer Model
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Market Signals Timeline

Comprehensive Care for Joint
Replacement (CJR)

Medicare Access & CHIP
Reauthorization Act of 2015 (MACRA)

Accountable Care Organizations
(ACOs)

Risk Adjustment

Reinsurance — insurers plans against
unexpected true catastrophic losses

Risk Corridors — government
collected funds from plans with
unexpectedly high gains paid to plans
with unexpectedly high losses

Alternative Payment Models (APMs)

Health Insurance Exchanges
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CJR beglns in 67 MSAs

Cardlac Episode Payment Model

Various MIPS Incentives

MIPS Payment Adjustment (+/-): 4% in 2019 5% in 2020 7% in 2021,

~24 mill.

Certain APM 5% Incentive Payment

Predictions estimate 75 million lives covered by 2020

Next Generation ACO Model

2014 - 2016

CMS for 50% of Payment

s to APMs by 2018

Comprehensive Primary Care Plus Initiative

Increasing enrol

Iment in both public and private

Narrowing Networks
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Types of Insurance
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-~ ) S e RN Medicare
2 Medicare . 2 Medicaid s : : . ,
/’ * /’ RN FFS: Hospital and Medical coverage administered directly through
! the federal government
MA: Medicare Advantage plans sold by private insurance companies

that provide Medicare benefits
Medicaid

/ FFS: Insurance coverage administered jointly through federal and

’ state governments to low-income individuals/families

N s N e MCO: Managed Care Organizations provide delivery of Medicaid
S 't S -7 health benefits via contracts with a state Medicaid agency

Commercial

Self-Insured: Employers accept financial risk and administers its

own health insurance plan (82% of employers with 500+ employees

self-insure”)

Fully-Insured: Employers pay an insurance company who assumes

financial risk for their employees

Individual: Consumers purchase individual/family plans from private

insurance companies and pay full premiums out of pocket

HIX: Consumers purchase individual/family plans from the state- or

Insured Insured (Federal, state, federally-based insurance exchange; federal subsidies are available

unions, etc.) based on income to reduce monthly premiums
e s * Other: Group coverage obtained through an option not associated
- ~ with an employer, HIX, or individual plan; i.e., federal, state, or union
plans, etc.
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*Source: Department of Health and Human Services, 2015



Insured Population by Type

Insured Population Proportion by Type Over Time
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Source: Leavitt Partners Map, 2015

*Proportion totals greater than 1 due to Medicare and Medicaid dual-eligible recipients
02016 LEAVITT PARTNERS tOther includes any plan not employer-based or individual-based:; i.e., federal, state, or union4
plans, etc.



Brokers / Benefits Consultants

An individual or firm that advises an employer or plan sponsor in matters relating to group insurance or employee benefits.

Benefit Consultants advise employers on an array of employee benefits — insurances, investing, legal, health/wellness, etc.
Brokers match employers’ needs (i.e. health insurance) to the right seller (i.e. payer) at the optimal price. Remember, self-
insured employers bear financial risk for employee health, but still contract with a third-party payer for administrative

capabilities. Fully-insured employers shift the financial risk and administration to a payer.

Broker & Consultant Use O, OF EMPLOVEES Time with Broker & Consultant
63.5% 12.3% 13.0% 11.2% 50 to 249 34.9% 31.1%
a5 TR 250t0499
NN RNETNTYS 1000 0r more
‘ 57.2% 125% 16.5% 13.9% / Total 36.7% 29.8%
I Use a health insurance broker 1 year
I Use a health benefits consultant M 2105 years
B use a broker and consultant M stw010 years
B Use neither B More than 10 years

Source: Leavitt Partners’ analysis for The Council of Insurance Agents & Brokers
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20.3%

19.7%

20.0%

21.4%

Most Important Functions for

a Successful Benefits Program
(ranked by employers)

Efficient benefits
administration
and management

Complete
and efficient
compliance
with legal and
regulatory
requirements

Effective
wellness
programs

* Other includes vendor management, access to global healthcare data and
analysis, and access to labor market competitive intelligence and benchmarking
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Takeaways

1. The evolving relationships in the healthcare economy are driving
value and chronic disease prevention is a high priority.

2. Accountable care is being tested in many ways, but is here to stay.

The National DPP is positioned to succeed if clinical incentives move
to value and away from volume.

3. Payer and purchaser organizations play critical roles in the National
DPP moving forward, particularly financial coverage.
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Thank You!
Questions?



