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Cut to the Chase!

» Change is coming to Medicare
regardless of HCR outcome.

* Legislation will pass — question
IS how much reform we will get.
» Role of private health plans in

Medicare is at risk if we don’t
deliver.

 Imperative now:
DEMONSTRATE VALUE.
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SHIET HAPPENS




Health Reform and Medc

* Private plan
policy pendulum
has swung back.

« Politics toxic
« Rates down
« Regulation up

« Consolidation
coming
f

L

GORMAN ‘
HEALTH GROUP o

Copyright © 2009, Gorman Health Group LLC.

"NOY\N/ | *t ) LANYE\Y B
D | U \\/ J V1IN LY /

IF YOU THINK THE PROBLEMS WE CREATE ARE BAD,
Just WAIT UNTIL YOU See OUR SOLUTIONS.



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

» Medicare cuts account for roughly
half of financing for HCR

« MA rates cut: various approaches
« FFS Provider Cuts: $150-196B

» 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
- SFC - 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 «2011 — 3% cut in national 100% FFS by
benchmark 2014 -- $154B
*Enroliment weighted Competitive
Bidding, phased in 2012 — 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 “Grandfathering” and transitional extra

benefits protection for 13 states -- $10B
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Competitive Bidding

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

« WOrse outcome than a straight phase
down to local FFS

« depends on how aggressively the big

dogs bid.
« Still don'’t think bidding will end up
In final bill. /
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House Tri-Committee Reform Proposal

National Average Impact,
House MA Payment Reforms

1,050.00
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1 000,00 FFS (less IME), by
2013, then follows
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Senate Finance Committee
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National Average Impact,
SFC MA Payment Reforms

Market
benchmark
depends on
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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)

900.00
- == Currentlaw (IME phased out)

gl House (IME phased out)

850.00
o GECif avg. bid = 95% FFS

S FC, if avg. bid = LO5% FFS




MA Reimbursement in Los Angeles Undeé
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MA Reimbursement in Portland, OR Unde

Portland, OR, MSA Impact,
House and SFC MA Payment Reforms
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Performance Bonuses for MAOS

« SFC: Bonuses <6% of USPCC
-- 2014
« 2% for care coordination
» 4% for quality metrics
« Based on CMS star rating
system
» House: Begins 2011

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

« 2011: 1.5%, 2012: 3.0%, 2013-
5%

* 4 stars to qualify, many new

measures




Health Reform: Other Notable N

« SNPs extended until
12/2013

» Dual SNPs — mandatory
Medicaid contracts

« RAC Audits — extended
to MA and Part D

H’ HH"MH | M "“'-""" N * SFC — 45 day OEP
Y | ,--'~ ' January to February 15
for MA and D in 2011
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Part D in Health Reform

« House and Senate bills reflect PhRMA deal

» House — Eliminate the Part D coverage gap over 15 years

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

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

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

« SFC — PBM transparency at aggregate level
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Health Reform: Other Medicare

« Comprehensive risk assessment
and chronic care improvement
programs

« Primary care increases
« Bundled payment (national pilot)

« Medical Homes and Accountable
Care Organizations

» Penalties <85% MLRs (House)
beginning 2014

 Independent Medicare
Commission — up or down vote _
(except for hospitals and et
hospices)
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What's the worst that could happen®?




“ TOUCHING WIREs CAUSES

INSTANT DEATH
L. S200FINE 2

® Newcastle Tramway Autho 1ty

OVERKILL

Because just when you think you've hit rock bottom, some asshole throws you a
shovel.




Current State of the Market

* President Obama’s Call for
Reform

« $177 billion/10 years cuts to MA

« Payments to plans cut by average
14.7% for 2010

* “Free for all” AEP is here; market
still intensely competitive

- PPOs exploding; space crowding
 PFFS at dead end
« SNPs on standby
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CURRENT CONTRACT SUMMARY NO. OF MA ONLY DRUG PLAN TOTAL
CONTRACTS ENROLLEES ENROLLEES | ENROLLEES
Total “Prepaid” Contracts 757 1,641,672 9,646,814 11,288,486
Local CCPs 545 422,220 7,570,381 | — 7,992,601
PFFS 69 | 989,837 1,453,130 2,442,968
Demos 15 975 4,651 5,626
1876 Cost 22 102,921 190,439 293,360
1833 Cost (HCPP) 12 65,647 0 65,647
PACE 72 0 17,384 17,384
MSA 2 3,461 0 3,461
Employer Direct PFFS 2 11,629 2,066 13,695
RFB - PFFS 1 70 85 155
Pilot (2) 3 11,858 0 11,858
Regional PPOs 14 33,053 408,678 441,731
Total PDPs 96 17,585,941
Employer/Union Only Direct Contract PDP 8 123,852 123,852
All Other PDP 88 17,462,089 17,462,089
TOTAL 28,874,427
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MAO Enrollment Continues to Rise; Not So

PDP and MA Enrollment
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Change in MA Enroliment, 2007-2009
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Emerging Segmentation of the Medicare Marke

Iimcome Income | Medicare | Index
Distrib- | Expense

ution
$50,000+ 6% 1% 67 _
} D Midldle/ Uppe> Al\gig ftzrgee
$25-50,000 | 21% 17% 81 | | ncome PPO

$15-25000 | 26% | 21% 81+ \
o

o Medicare

$10-15,000 | 18% 19% | 106 [ Advantage

$5-10,000 | 24% 34% 142 Sonsp,

—

$5,000< 4% 6%

2
GORMAN
HEALTH GROUP
opyright © 2008




PDP and MA-PDs 2009 Premiums

Average Monthly Premium
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Supp Death Spiral or Resurgence?

Medigap Policies in Force, 2002-2008
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Significant Shifts in Medigap Enrollimen

Medigap Covered Lives
by Plan Type for 2008

Ois Waiver : EIFK&)

state plan& P A Eliminate by

is reported by 12%  ElH 2010 \
some BCBS 2

plans e

D&G 1.1 M+
8% beneficiaries
ARB impacted

Most susceptible K&L 6%
to MA-PD PPOs 1%




Winning Strategies: Medical Manageme

Complex Case Management/QI
Prospective HCC management
Member channeling/intervention
Multidisciplinary team execution
Patient-Centered Medical Home
Provider network collaboration
Reporting to CMS specs

“Son of QISMC”



Strategic Considerations for Medice

Clinical

Com p| 1alel=]0 ° Best practices = only practices

» Value demonstration is largely
clinical/Ql

Pe rfOrman ce * Performance bonuses/P4P

GORMAN
- HEALTH GROUP

‘opyright © 2009, Gorman Healt




Winning Strategies: Medical I\/Ianagemn

Value of 1% Claim Cost Reduction, Plan with
10,000 members, 2009 Rates
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« Patient-Centered
Medical Home

 Multidisciplinary Teams
« Target “5/60”

« Remote Patient
Monitoring

e Care Coordination

e Link to HCC
management

 When done in tandem: .
- ~40% reduction in ER W
- ~60% reduction in hos

admissions

Lt




The “New Basics”: Clinical Strateg

Medical HCC
Director =L Management
Team
Leader

Provider(s)

Social
e Worker /
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Full Potential of Risk Adjustment Yet to Be

Retrospective Chart
Review capturing what is

In the chart but not in a Ris
claim

Potential Yield:
$1,000-1,600
PMPY

2.  Substantiation making
sure what is in a RAPS Managing Exposure
submission is supported in

the chart

3. Prospective Evaluation Map— Fotential Yield:
capturing what_ ~$4,000 PMPY
member o and malR¥ ($11,000 for
it gets into a RAPS Patfs

Institutionals)
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Prospective: Future of HCC Manage

« Case study: Prospective Evaluations — Lessons:
« Must reside in Medical Management, not Finance

« Docs get better yields than nurses; certain docs better
than others

« Good look at 1,200 high-risk members — with extremely

high ROI
« Member retention value too
Description Measured
Assessments completed 1,176

£1,234 ol



Steps in a Prospective Progra

o
Feedback

Data Collection
® Evaluation

= Evaluator Selection

—1 Member Selection



Winning Strategies: Provider Relations

Providers Define Value As:

Patient Volume

Minimize “Hassle Factors”

\

Pay Timely, Pay for
. Performance
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Winning Strategies: Provider Relations

Align Incentives
Reduce FFS




Winning Strategies: Compliance

« Consumer Protection
» High risk areas

» Deployment of technologies to
manage CMS re-regs

* New compliance requirements




Enforcement Actions 2009

« CMS reasons for corrective actions

« Marketing misrepresentation, bait & switch
Failing to comply with marketing requirements
Members denied critical prescription drugs
Inappropriate enrollment and/or disenroliment
Member/beneficiary complaints
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Part C Measures To Be Reported:

» Over 400 data points per plan must be reported.
« 138 cost and utilization data points alone.

 Many measures to be reported on “per PBP” basis.

 Data collected and extent of reporting unheard of
for MA/Part D compliance officers.
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Annual Performance Review

» Focused on Performance
Outliers
 Rigorous and Systematic
 Fair and Unbiased
« Quantitative
« Comprehensive and Multi-
Dimensional

- Based on Nine Dimensions

« Base rating is “zero”

« Each dimension can receive a
negative
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Nine Performance Dimensions In

Compliance Performance
Letters Metrics

Beneficiary
Impact of
Problems

Multiple Ad
Hoc CAPs

Disruptive
Mutual
Terminations

Enforcement
Actions
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Part C
Routine Audit
CAPs

Financial
Instability

Open,
Significant
Problems



What Do Points Mean?

* Even 1 negative is a poor
result

* 4 or more negatives make the
plan an overall performance
outlier

« CMS will determine if problems
are in multiple categories and/or
one or more particularly high-risk
area

* No SAESs, no new contracts

GORMAN.
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Escalating Actions

« Executive conference
call/meeting

* Notice of non-compliance
« Warning letter

« Suppressions and Exclusions
« MPDPF, Medicare & You, OEC,
Reassignments/auto-enrollees, |
etc. A
« Corrective Action Plan
- New Application/SAE Denial “ ]
« Audit Selection - 4
« Enforcement |
« Termination

HEALTH GROUP.



« Methodology updated annually
* New performance metrics
 Point values may shift

e Increased automation and real-
time analysis

« More rigorous, proactive data-
driven monitoring

« Emphasis on high-risk program
areas

« Marketing, compliance, appeals,
vulnerable beneficiaries

L
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Winning Strategies: Compliance

« CMS: compliance = consumer
protection + quality.

« Compliance problems are
symptoms of operational
disease.

« Compliance officers must
monitor operational vitals and
treat symptoms.

* More the health plan’s doctor than
lawyer.

« With performance bonuses on
the horizon, CCOs become
CPOs.




 4-year "Perfect Storm” begins.
* Plans must demonstrate value.

W T F « Consolidation is already here.

« Winning plans will focus on:
* “new basics” in MedMan
« Cutting edge in RevMan
 State of the Art in compliance
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How to Reach Us

Gorman Health Group, LLC

www.gormanhealthgroup.com
2176 Wisconsin Avenue, N.W.
Washington, D.C. 20007
Phone: 202.364.8283
jgaorman@agormanhealthgroup.com
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