Winning Strategies for Medicare Advantage and Part D
In the Obama Administration

GORMAN

HEALTH GROUP

A Presentation to Industry Collaboration Effort (ICE)

Annual Conference

John Gorman
Chief Executive Officer
December 7, 2009



Cut to the Chase!

AChange is coming to Medicare
regardless of HCR outcome.

AL egislation will pass i question
IS how much reform we will get.

ARole of private health plans in

Medi care 1 s at
deliver.

Almperative now:
DEMONSTRATE VALUE.
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SHIET HAPPENS




Health Reform and Meo (

APrivate plan
policy pendulum
has swung back.

APolitics toxic
ARates down
ARegulation up

AConsolidation
coming

GOVERNN)

IF YOU THINK THE PROBLEMS WE CREATE ARE BAD,
Just WAIT UNTIL YOU See OUR SOLUTIONS.
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The Challenges Facing Medicare
Part D: Meta-Trends

21%
physician pay
cut 1/1/2010

Cost of Impending
chronic bankruptcy of
iliness Trust Fund

Re-regulation Boomers
of industry arrive in 2011 B
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Bottom Line: Many MA Plans Are Alree
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Health Reform and Medicare

AMedicare cuts account for roughly
half of financing for HCR
A MA rates cut: various approaches
A FFS Provider Cuts: $150-196B
A Physician Fee Schedule

- Moving on separate track from HCR; exempt
from House pay-go rules

- HR 3961: permanent fix with inflation based
update ($228B)

- Senate: separate bill defeated

- SFC1 one year fix

- Significant impact on MA rates if unresolved:
net ~1% negativelyear
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MA Payment After 2010

Senate Finance House Tri-
Committee

Staged approach through 2014 -- $117B Phase down to
Relmbursement £011 1 3% cut in national 100% FFS by
benchmark 2014 -- $154B
A nrollment weighted Competitive
Bidding, phased in 20121 2014
(one third of bids starting in 2012)

Coding Intensity Extend Coding Intensity adjustment Permanent coding
Adjustment through 2013 -- $1.9B intensity
adjustment --
$15.5B

Extra Benefits nGrandfat heri ngo a
benefits protection for 13 states -- $10B
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Competitive Bidding

Aln many markets competitive
bidding could result in the weighted
average bid coming in below local
FFS.

Aworse outcome than a straight phase
down to local FFS

Adepends on how aggressively the big
dogs bid.

AStill donodot think
In final bill.

HEALTH GROUP



House Tri-Committee Reform Proposal

National Average Impact,
House MA Payment Reforms

1,050.00
Benchmark Equals
1 000,00 FFS (less IME), by
2013, then follows
FFS trend.
950.00
900.00
== = FFS(if SGR fixed permanently)
= = Currentlaw (IME phased out)
850.00

sglpms House (IME phased out)




Senate Finance Committee

1,050.00

1,000.00

250.00

200.00

850.00

National Average Impact,
SFC MA Payment Reforms

Market
benchmark
depends on
weighted average
bid. May be > or
< FF5

= s FF5(if 5GR fixed permanently)
== == Currentlaw (IME phased out)
s FC if gvg. bid = 95% FFS

s CFC, if avg. bid = 105% FFS




MA Reimbursement Under HCR Propose

National Average Impact,
House and SFC MA Payment Reforms

1,050.00

1,000.00

850.00

= == FF5(if SGR fixed permanently)
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MA Reimbursement in Los Angeles Undeé

1,300.00

1,200.00

1,100.00

1,000.00

200.00

Los Angeles MISA Impact,
House and SFC MA Payment Reforms

= & FF5(if SGR fixed permanantly)
o s Currentlaw (IME phased out)

sy House (IME phased ouf)
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MA Reimbursement in Portland, OR Unde

Portland, OR, MSA Impact,
House and SFC MA Payment Reforms

1,100.00
FFS costin Portlandis
L]
L 000.00 80% uifNatIAvg.
Expect bids tobe 2 FFS
000.00
& & FF5(if 5GR fixed permanently)
o s Currentlaw (IME phased out)
800.00
amglpes House (IME phased out)
s SECif gvg. bid = 95% FFS
70000 s SECif avg. bid = 1053 FFS




Performance Bonuses for MAOS

ASFC: Bonuses <6% of USPCC
-- 2014

A 2% for care coordination
A 4% for quality metrics

A Based on CMS star rating
system

AHouse: Begins 2011

A Lowest 1/3 of FFS cost
counties, 20%+ penetration

A2011: 1.5%, 2012: 3.0%, 2013-
‘5%

A 4 stars to qualify, many new

measures




Health Reform: Other Notable N

ASNPs extended until
12/2013

ADual SNPs i mandatory
Medicaid contracts

ARAC Audits i extended
to MA and Part D

H’ H’H'HHH "“'-"""' S, ASFC T 45 day OEP
Y | ,--'~ ' January to February 15
for MA and D in 2011
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Part D in Health Reform

AHouse and Senate bills reflect PhRMA deal

AHouse i Eliminate the Part D coverage gap over 15 years

A CBO i House bill drug provisions i $30 B savings - increases Part D
premiums 5% in 2011 and 20% by 2019, but reduces spending on drugs
(including cost sharing)

AMeans tested Part D premium in 2011 ($85,000/170,000)

ACost sharing for full benefit duals in home and community
based care at institutional level

ASFC i PBM transparency at aggregate level
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Health Reform: Other Medicare

AComprehensive risk assessment
and chronic care improvement
programs

APrimary care increases
ABundled payment (national pilot)

AMedical Homes and Accountable
Care Organizations

APenalties <85% MLRs (House)
beginning 2014

Alndependent Medicare
Commission i up or down vote A
(except for hospitals and .
hospices)
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