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Cut to the Chase ïThe View from Washington

ÅGood news ïChange is coming

ÅBad News ïChange is coming to MA --

still a budget target 

ÅPresident Elect Obama has publicly stated 

he will cut MA rates to FFS levels

ÅMixed News ïObama and Congressional 

Democrats support government Part D 

negotiating authority

ÅMitigating Circumstances ïFiscal crisis 

and priority for health care reform

ÅTimeline ïmany competing priorities, 

unclear whether reform will be 

incremental or comprehensive
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Historic Election

ÅObama/Biden: 365 

Electoral votes ïmap 

redrawn

ÅTransformative moment

ÅDemocrats gained at least 

6 seats in Senate 

Åshort of 60 needed to thwart a 

filibuster

ÅDemocratic gains in House 

+20 seats

ÅPolitical Appointments at 

HHS and CMS
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Political Reality

Å$1 Trillion deficit

ÅFirst critical priority - deal with the financial crisis

ÅFiscal Stimulus package

ÅBroader reforms and regulatory overhaul

ÅContinuing Resolution and Appropriations left 

over from last Congress

ÅFirst Obama budget

ÅIraq and Afghanistan wars

ÅHealth care slipped to lower priority 

ÅAmericans still divided ï52% Obama and 46% 

McCain
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Cut to the Chase!

ÅThe MIPPA era has arrived.  

ÅNew politics of MA:

MA as piggy bank The bar is rising fast
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Cut to the Chase!

ÅThe future is about two things:

ÅñLevel playing fieldò

ÅMA vs. FFS reimbursement

ÅCadillac plans have more insulation than 

$0/low-premium plans

ÅPFFS vs. other MA requirements

ÅACCOUNTABILITY

ÅRapidly-growing raft of new 

requirements

ÅCMS renewed focus on compliance 

and enforcement
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Political Reality: Health Plans Are Here to Stay
Medicare Parts C & D Enrollment: October 2008

CURRENT CONTRACT SUMMARY NO. OF 

CONTRACTS

MA ONLY 

ENROLLEES

DRUG PLAN 

ENROLLEES

TOTAL 

ENROLLEES

Total ñPrepaidò Contracts 735 1,669,050 8,555,016 10,224,066

Local CCPs 510 411,972 6,808,877 7,220,849

PFFS 77 1,019,945 1,266,561 2,286,506

Demos 17 730 3,983 4,713

1876 Cost 25 107,069 169,137 276,206

1833 Cost (HCPP) 13 72,860 0 72,860

PACE 57 0 14,923 14,923

MSA 9 3,610 0 3,610

Employer Direct PFFS 2 11,301 1,938 13,239

Pilot (2) 11 28,096 0 28,096

Regional PPOs 14 13,467 289,597 303,064

Total PDPs 102 17,438,716

Employer/Union Only Direct Contract PDP 9 125,118 125,118

All Other PDP 93 17,313,598 17,313,598

TOTAL 837 27,662,782

Includes:

Å1,295,463 SNP

Å1,079,101 Series 800

Å688,180 Local PPO

Source: Medicare Advantage, Cost, PACE, Demo, and Prescription Drug Plan 

Contract Report ïMonthly Summary.  CMS. October, 2008.
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Political Reality for Medicare Advantage:

Physicians Face Continued Eroding Revenues
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Political Reality for Medicare Advantage: 

Practice Costs vs. Medicare Reimbursement 

American Medical Association, Division of Economic and Health Policy 

Research, August 2008.
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Political Reality for Medicare Advantage: 

Ongoing Crisis of Physician Reimbursement

ÅCongress needs to revisit physician fees before 

January 2010 or face 20% reduction under SGR

ÅRepeal current physician payment mechanism: 

$262B over 10 years.

ÅFreeze physician payment rates at 2007 levels for 

the next ten years:  $177.4B.

ÅMedicare Advantage is favored offset, but only 

covers fraction of cost

ÅPhasedown to 100% FFS = $17 billion

ÅBudget deficits and financial crisis limit 

Congressô ability to fund long-term fix
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Obamaôs Medicare Reform

ÅMedicare Advantage - Specific provision to 

ñeliminate excessive subsidiesò and pay same 

as regular Medicare

ÅRepeal ban against Part D drug negotiation

ÅAggressively fight fraud and abuse

ÅMost likely extend the following principles of the 

Democratic reform plan to Medicare:

- Chronic disease management

- coordinated care

- quality improvement

- greater use of generic drugs 

- reimportation

http://store.barackobama.com/product_p/mg29678.htm
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The Past Could Be Prologue

ÅCongressional Democrats have supported:

- cutting MA payment to FFS levels over 3 years 

- repealing the ban on Part D negotiating authority 

- repealing the Part B ñtriggerò 

- opposing market based reforms  

ÅOther proposals discussed by Democratic members of 

Congress:

- a government run Part D program 

- closing the Part D coverage gap 

- more price transparency  

- Behavioral offset for MA risk adjustment

ÅExpect ñpay forò rules to continue?

- MIPPA  expansion of Part D coverage of benzodiazepines 

and barbituates delayed until 2011
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What a ñLevel Playing Fieldò Means
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What a ñLevel Playing Fieldò Means: Rosier Picture 

in California Due to Efficiencies
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What a ñLevel Playing Fieldò Means: Rosier Picture 

in California Due to Efficiencies
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What a ñLevel Playing Fieldò Means: Rosier Picture 

in Orange County, CA Due to Efficiencies
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Impact of MA Cuts to Plans 

ÅPlan specific impact ïdepends on the county rate

ÅMany plans will have a reduction in their annual increase 

over the phase out period (e.g. reduction of increase from 

5% to 2.4%)

ÅPlans in counties with the highest MA rates compared to 

Medicare FFS will have a net cut in their rates 

ÅAlbany with a MA rate of 140% of FFS would have a net 

reduction each year and -2.1% by 2014

ÅZero/low-premium plans will have little insulation
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Discussions Have Begun On Ways To Fix 

Medicareôs Financial Problems

Proposals fall into two categories

Modify the 
Current 
Program

Restructure 
the Program
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Proposals Modifying Current Medicare Program

ÅProvider Cuts 

ÅIncreased Beneficiary Cost 

Sharing 

ÅChronic Care Management

ÅMedical Home in FFS

ÅComparative Effectiveness 

Research 

ÅConsumer Directed Health 

Plans

Modify the 
Current 
Program

Restructure 
the Program
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Proposals Restructuring Medicare

ÅIndependent Health Board 

ÅCatastrophic Coverage 

ÅAdditional Triggers 

ÅPremium Support 

ÅFinancial Incentives 

ÅMeans Testing 

ÅIncreasing the Eligibility Age for 

Medicare 

ÅDefined Contribution Program 

for Future Medicare 

Beneficiaries (Vouchers) 

Modify the 
Current 
Program

Restructure 
the Program
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Baby Boomers Are Shifting Into Medicare

Å2008: 

- First wave of Baby 

Boomers sign up for 

Social Security
Å2011: 

- First wave of Baby 

Boomers age into 

Medicare
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Baby Boomers are Shifting into Medicare

ÅNow planning CMS filings for March 2009 for 2010 

contract year -- last chance to prepare before 

Boomers begin to enroll in Medicare.  

ÅWho are we preparing for?  The new demographicé

Vs. ñSilent Generationò Boomers:

Å40% higher disposable income 

(average net worth $1.2M)

ÅFar more familiar with PPOs

ÅFar more interested in 

self-management of health

ÅFar more likely to use Rx

ÅFar more attracted to 

nontraditional health care

Å75% use Internet for health info

http://affiliates.allposters.com/link/redirect.asp?aid=270661&item=2508529
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Turning Threats to MA into Opportunities

The vultures are circlingé

How do we get our ducks in a 

row?
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SoéHow Do Plans Remain Competitive in the New 

Era of MIPPA?

Revenues:
Aggressive Revenue 

Management

Products and Sales:
Focus on PPOs 

Focus on group retirees 

ñSmart salesò

Compliance:
High-risk areas focus

Compliance dashboards

Get proactive

Medical Management: 
Get back to ñnew basicsò

Focus on CCM
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Revenues

Expect rates to decline 13% 

2010-2015

Aggressive Revenue 

Management
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Enrollment Shop Drives the MA Business 

Enrollment

PDEs

Retention
Customer 

Service

Finance

http://www.rahafharfoush.com/blog/wp-content/uploads/2008/06/ninja.jpg
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Full Potential of Risk Adjustment Yet to Be Realized

1. Retrospective Chart 
Review capturing what 
is in the chart but not 
in a claim

2. Substantiation making 
sure what is in a RAPS 
submission is 
supported in the chart

3. Prospective Evaluation
capturing what is ñin 
the memberò and 
making sure it gets 
into a RAPS

Risk-Adjusting Claims Data

Managing Exposure

Managing the Patient, the 
Risk, and Your Liability via 
Patient Assessment

The Future of HCC Management

Potential 

Yield:

$1,000-1,600 

PMPY

Potential 

Yield:

$3,600 PMPY
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Sources of RAPS Submissions

SOURCE TOTAL

YIELD

YIELD/CHART COST ROI AUDIT 

RISK

Claims High Low Low High High

Chart review High Moderate Moderate High Moderate

Prospective 

evaluation

Very 

high
Very high High

Very 

high
Very low
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The Fall 2008 Coding Intensity 

Pilot Audit

ÅFive H numbers from five different plans 
chosen

ÅBlues plan, two major MA plans, large plan 
with primarily commercial book, provider 
owned plan

ÅAverage contract size ~20,000 members

ÅAudit size 200 members with ~750 HCCs

ÅExposure of ~$130-150,000 for each code 
not verified

ÅPilot expanding to 80 more plans in 
November 2008

ÅSignificant recoveries expected, but not until 
2010

ÅAudit results expected to influence 2010 
benchmarks



2007 Part D Reconciliation Results

Parent Organization 

Reconciliation Status



2007 Part D Reconciliation Results

Parent Organizations with 

Payables to CMS
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Keys to Success

Processes

ResourcesTools
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Reduce Execution Risk with a Medicare Revenue 

Management Unit

Medicare 
Revenue 

Management 
Unit

MA Plan 
Finance

HCC/RxHCC
Management

Enrollment/ 
Membership 
Accounting

Part C/D 
Reconciliation 

Finance Compliance
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Manage Your Revenue Aggressively

ÅMust be #1 priority for MAOs.

ÅWithin next 5 years expect MA $ ~ 100% 

FFS; canôt leave money on table due to 

preventable errors

ÅCompliance and finance collide in revenue 

management

ÅCoding intensity audits on HCCs

ÅManual requirements on enrollment/PDE 

reconciliation

ÅConsider MA Revenue Management 

function to reduce execution risk and 

improve performance
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Products and Sales

Enrollments are slow; 

acquisition costs are up

Focus on PPOs; 

Focus on employer group retirees; 

Emphasis on ñsmart salesò



Employer Groups Are The 11 Million Total Market 

Opportunity

Source: 1. Watson Wyatt Worldwide 2006 Survey on Retiree 

Health Benefits. June 28, 2006. 

ÅShift to Part D 

coverage underway

Å35% of employers 

plan to eliminate all 

health benefits for 

retirees who enroll in 

PDPs over next 5 

years¹

ÅMost enrollment will 

accrue to MA-PDs
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The First Land Grab Is Public Employers; 

Private Employers Will Follow Soon

ÅGM/UAW agreement serving as catalyst for movement of group 
retirees into Medicare

ÅFirst movers: states, counties and municipalities; labor unions; 
tax-exempt and nonprofit organizations

īDonôt realize tax benefits of employer subsidy

īTo be followed by mid-sized to large employers

ÅRust Belt states, especially Michigan and Minnesota, are 
bellwethers

ÅñSecond land grabò ïtransition will occur over next 6-8 years, 
never to repeat.
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Medicare Always Lags Behind Commercial Product 

Mix

Source:  KFF/HRET Survey of Employer-Sponsored Health Benefits, 2007
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MAO Enrollment Continues to Rise; Not So With PDPs

Source: Medicare Advantage, Cost, PACE, Demo, and Prescription Drug Plan 

Contract Report ïMonthly Summary.  CMS.  September 2008.
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MA Enrollees as a Percent of Medicare Beneficiaries -

2008
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Medigap Dominance Is Fading- Beneficiaries Are 

Ditching Their Medigap Coverage

Source: NAIC Medicare Supplement Insurance 

Experience Reports 2002-2006; AHIP Medigap 

Coverage Report September 2008.
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Effect of PFFS Deeming Elimination: CA in Top 20

State PFFS 

Enrollees

PFFS Enrollees 

with No Deeming

% Enrollees 

Potentially Affected

SC 64,375 45,898 71%

KY 55,146 20,341 37%

TN 53,810 47,677 89%

CA 53,779 41,409 77%

WV 53,193 53,193 100%

IL 53,071 47,318 89%

FL 48,897 46,488 95%

NY 48,430 48,430 100%

WA 47,210 46,479 98%

MO 38,719 25,056 65%

Source: AHIP, June 2008.



Most Beneficiaries Already Have Drug Coverage

Of the over 44 million Medicare 

beneficiaries,  over 39 million 

have Part D coverage

*Includes Veterans Affairs (VA) coverage (1.59 million), Indian Health Service coverage (0.03 million), active 

workers with Medicare secondary payer (1.2 million), other retiree coverage (not enrolled in RDS) (1.54 million), 

and State Pharmaceutical Assistance Programs (SPAPs) (0.02 million).   

Source: Total Medicare Beneficiaries with Drug Coverage Data. 

CMS.  January 2008.

Conversion 
Opportunity
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Income Income 
Distrib-
ution

Medicare 
Expense

Index

$50,000+ 6% 4% 67

$25-50,000 21% 17% 81

$15-25,000 26% 21% 81

$10-15,000 18% 19% 106

$5-10,000 24% 34% 142

$5,000< 4% 6% 150

Emerging Segmentation of the Medicare Market Points to the PPO
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Medicare 
Advantage 
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Medicare 
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MSAs
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Medicare 
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PPO
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