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CMS Vision of the Future:
Three Ways to Get Healthcare

PATIENT

What CMS’s Vision
Appears to Be

Primary Care
from a
Medical Home

Everything Else

> from an
ACO

Joint
Replacement
from a
Hospital

CMS (6/6/16).
“Medicare is
moving awa
from paying for
each service
a physician
provides
towards
a system that
rewards
physicians for
coordinating
with each
other”
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Is “Care Coordination”

A\CHQR
the Key to Value-Based Care?

» Is the biggest problem with health care lack of coordination?

» Can you get high quality, affordable care by coordinating
poor quality, expensive services?

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 8
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Is Fit & Finish of Assembly

CHQPR _
\ the Key to Safe Automobiles?

 When you buy a car, is your only concern whether the
manufacturer assembled all the parts properly?
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Is Fit & Finish of Assembly

!\\CH@R .
the Key to Safe Automobiles?

 When you buy a car, is your only concern whether the
manufacturer assembled all the parts properly?

Millions More Cars With Takata Air Bags Recalled
Honda, Fiat Chrysler, Toyota, Nissan, Subaru, and more
kick off latest U.S. recalls
The Wall Street Journal, May 27, 2016

Car makers recalled millions of additional vehicles world-wide with faulty Takata
Corp. air bags, further escalating an automotive safety crisis linked to at least
11 deaths and more than 100 injuries. - _

Auto makers in the U.S. on Friday recalled more than 12 million vehicles to
replace the air ba%s, according to filings with U.S. regulators. The safety
campaigns in the U.S. are part of a massive expansion disclosed earlier this
month requiring auto makers to recall up to an additional 40 million air bags that
risk rupturmgba_nd spraymg shrapnel in vehicle cabins. All told, nearly 70 million
air bags are being recalled in the U.S. alone. _

Honda Motor Co., Fiat Chrysler Automobiles NV, Toyota Motor Corp, Nissan
Motor Co., FuLl_Heavy Industries Ltd.’s Subaru, Ferrari NV and Mitsubishi
Motors Corp. kicked off the U.S. recalls on Friday. Honda, Takata’s largest
customer, recalled roquth 4.5 million vehicles, including some that had already
been recalled earlier. Fiat Chrysler recalled 4.3 million vehicles.

© Center for Healthcare Quality and Payment Reform www.CHQPR.org



Healthcare Has Defective Parts,
But We Continue to Use Them

# Errors | Cost Per

Medical Error (2008) Error Total U.S. Cost
Pressure Ulcers 374,964 | $10,288 $3,857,629,632
Postoperative Infection 252,695 $14,548 $3,676,000,000
Complications of Implanted Device 60,380 | $18,771 $1,133,392,980
Infection Following Injection 8,855| $78,083 $691,424,965
Pneumothorax 25,559 $24,132 $616,789,788
Central Venous Catheter Infection 7,062 | $83,365 $588,723,630
Others 773,808| $11,640 $9,007,039,005
TOTAL| 1,503,323 | $13,019| $19,571,000,000

3 Adverse Events Every Minute

Source: The Economic Measurement of Medical Errors, Milliman and the Society of Actuaries, 2010

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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ACOs Are Supposed to Improve
Care Through “Coordination”

PATIENTS ACO

Heart
Disease

Diabetes

Back Pain

Pregnancy

Primary|| Cardiolog _
[ Care ][ y ][Endocrlnology][Neurosurgery][OB/GYN]




In Most ACOs, Physicians Are Paid

\an the Same As They Are Today

MEDICARE, MEDICAID
HEALTH PLAN

Fee-for-Service

Payment

I— ———————————————————————
1| PATIENTS ACO |
I Heart |
| Disease [
||| Diabetes |

[
ll| Back Pain | |
: Pregnancy . l, l, ‘l, l, l, I
I [Prclzr;]raéry] [Card)llomg][Endocri nology] [Neu rosurg ery] [OB/GYN]I
| £ £ £ £ 7|
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Most ACOs Spend a Lot on IT

and Nurse Care Managers
MEDICARE, MEDICAID
HEALTH PLAN
Fee-for-Service
Payment
:_PATIENTS ACO |
I Heart { Expensive I Nurse Care 1 [
: Disease IT Systems Managers |
||| Diabetes I
I|| Back Pain | :
Il Pregnancy J l | ) l :
: [Pr(i:r;]ragy][Card)ilomg][Endocrinology][Neurosurgery][OB/GYN]l
| i} £ i} i} ;|
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Possible Future “Shared Savings”

| Doesn’t Support Better Care Today

MEDICARE, MEDICAID

HEALTH PLAN
Fee-for-Service lShared Savings

payment Payment???
I_PATIENTS ACO
| Bgensive | turse Cate |
Disease
Diabetes | Share of

1 Shared Savings

7
Back Pain | y Payment?”
Pregnancy ‘l' l' ‘l' l' \l'
[Prlmary][Cardlolog][Endocrinology][Neurosurgery][OB/GYN]
Care y
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Most ACOs Today Aren’t Truly

\CHQR e
Redesigning Care
MEDICARE, MEDICAID
HEALTH PLAN
Fee-for-Service lShared Savings
Payment Payment???
r ————————— N S N ——— S E———— e —— —
|| PATIENTS ACO |
I Heart [ Expensive I Nurse Care } I
Disease IT Systems Managers I
| !

! Diabetes : gﬂg;ngfSavings |
I|| Back Pain | 3, Payment?? :
: Pregnancy l l, 1 l l \
I [Pr(l:r:ragy][Card;/omg][Endocrinology][Neurosurgery][OB/GYN]l
| ) £ ) ) 7|
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Medicare ACOs Aren’t Succeeding

'\\CHCER .
Due to Flaws in Payment Model

2013 Results for Medicare Shared Savings ACOs
*46% of ACOs (102/220) increased Medicare spending
*Only one-fourth (52/220) received shared savings payments

«After making shared savings payments,
Medicare spent more than it saved

2014 Results for Medicare Shared Savings ACOs
*45% of ACOs (152/333) increased Medicare spending
*Only one-fourth (86/333) received shared savings payments

«After making shared savings payments,
Medicare spent more than it saved

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 18



How Would You

\CH
\an Design a Good ACQO?

PATIENTS

Heart
Disease

Diabetes

Back Pain

Pregnancy
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Connect Each Patient With a

NCHQPR _ :
\ Good Primary Care Practice...

PATIENTS

Heart
Disease

Diabetes Prlmary'Care
Practice

Back Pain

Pregnancy
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...With Payment That Enables

Delivery of Good Primary Care...

MEDICARE, MEDICAID

PATIENTS

Heart
Disease

Diabetes

Back Pain

Pregnancy

Paymentl

That Supports|
_ Good 1
Primary Careg

HEALTH PLAN

—-— e e o o o e e )

\"4

Primary Care
Practice
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..And PCPs Take Accountability for

Costs T

ney Can Control/Influence

MEDICARE, MEDICAID
HEALTH PLAN

PATIENTS

Heart
Disease

Diabetes

Back Pain

Pregnancy

Paymentl

That Su%ports I
ood 1

Primary Carey

"4 *Avoidable ER Visits

—-— e e o o o e e )

Accountability for:

Primary Care *Avoidable HOSpitalizationS
Practice *Unnecessary Tests
sUnnecessary Referrals

*Adequate Preventive Care

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 22
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Give PCPs a Medical Neighborhood
to Consult With on Difficult Cases

MEDICARE, MEDICAID

PATIENTS

Heart
Disease

Diabetes

Back Pain

Pregnancy

Paymentl

That Supports|
_ Good 1
Primary Careg

HEALTH PLAN

—-— e e o o o e e )

\"4

Primary Care
Practice

[

Endocrinology,
Cardiology,

Phys

latry
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Pay the Medical Neighbors to Help

Remotely Whenever Possible

MEDICARE, MEDICAID
HEALTH PLAN

Paymentl
PATIENTS | That Su%portSI
Heart ood 1
_ Primary Care|
Disease
Diabetes
Back Pain
Pregnancy

1
1

I

I

|

a‘ Primary Care I
Practice ]I

1

I

1

1

Endocrlnology I pPayment That
Cardiology, J Supports Diagnostic &
Physi

Care Management Help

latry From Specialists
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..Ask the Medical Neighbors to Be
Accountable for Costs They Control

MEDICARE, MEDICAID
HEALTH PLAN

PATIENTS

Heart
Disease

Diabetes

Back Pain

Pregnancy

Paymentl
That Su%ports I

Primary Care|

Primary Care
Practice

Cardiology,

[Endocrmology
Physiatry

}

Accountability for:

*Appropriate Use of
Testing and Interventions

siImproving Chronic
Disease Management

Payment That

Supports Diagnostic &
Care Management Help
From Specialists
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25



\\CHQBR

Have Good Specialists Ready to
Manage Serious Conditions...

MEDICARE, MEDICAID
HEALTH PLAN

\

rCardioIogy‘

Group

J

\

4 )
Neurosurg.

Group

J

Paymentl
PATIENTS | That Su%ports |
Heart - ood 1
_ Primary Careg
Disease 2
Diabetes a‘ Prlmary_Care
Practice
Back Pain
Pregnancy

Cardiology,

[Endocrinology,
Physiatry

([ OB/GYN

Group

J

J Supports Diagnostic &
Care Management Help

} I Payment That

From Specialists
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Pay Them To Deliver Quality Care
at the Most Affordable Cost

MEDICARE, MEDICAID

PATIENTS

Heart
Disease

Diabetes

Back Pain

Pregnancy

Paymentl
That Supports|
Good 1

Primary Care\|/

HEALTII-I PLAN

rCardioIogy‘
Group

\ J

Primary Care
Practice

4 )
Neurosurg.
Group

A

\ J

[

([ OB/GYN |
. Group

A

Cardiology,

[Endocrinology,
Physiatry

J

I Payment That _
J Supports Diagnostic &

Care Management Help

From Specialists

M _

Payment That
Supports Good
Management of
Heart Disease

Payment That
Supports
Good Care for
Back Pain

Payment That
Supports Good
Care for
Pregnancy
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Ask Specialists to Be Accountable

for Costs They Can Control

PATIENTS

MEDICARE,

N1/ A LD

HEALTH

Accountability for:
*Using Appropriate
Procedures

*Avoiding Complications
of Procedures

Heart
Disease

Diabetes

Back Pain

Pregnancy

mar SO ) S et
at Supports| I ( i 1 1 Supports Goo
I%Ioood I I Cardiology < Ma%% ement of
Primary Carey, | __Group J | Heart Disease
I - N |
Primary_Care Neurosurg. J g%?oer?é That
Practice I | Group )1 Good Care for
I I Back Pain
| s N\
Payment That
T ' OB/GYN 1 Su%ports Good
' __Group ) Care for
I Payment That Pregnancy

Cardiology,

[Endocrinology,
Physiatry

}

J Supports Diagnostic &

Care Management Help

From Specialists
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That's an “ACO,” But Built from the
Bottom Up, Not the Top Down

MEDICARE, MEDICAID

HEALTH PLAN
. Alternative Payment

Models

PATIENTS ITh tgayme?tl I : gayme?t '(I'shatd I
at Supportsi| I ([ i Y 1 Supports Goo
I Cood | I Cardiology < Mana ement of |
Heart IPrimary Carey, I __Group J | Heart Disease I
Disease
' . \ | hat
: [ Primary Care Neurosurg. |1 gaymoer?éT at
Diabetes I Practice I | Group fl Go%% Care for |
. I I Back Pain
Back Pain || | p b h
Pregnancy || | | OB/GYN Ly sﬁ%?()er?é Go%[d I
' __Group ) Care for
[ Endocrinology, | I payment That Pregnancy I
I Cardiology, } Supports Diagnostic & I
Physiatry Care Management Help “ACQO”"

From Specialists |
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A True ACO Can Take a Global
Payment And Make It Work

MEDICARE, MEDICAID
HEALTH PLAN, EMPLOYER

PATIENTS

Heart
Disease

Diabetes

Back Pain

Pregnancy

[Endocrinology,

. | . .
Cardiology, < Supports Diagnostic &
VY } Ca?gManagegment Help

Physiatry

From Specialists

‘l’ Risk-Adjusted
Global Payment
m----= ACO------ ,
SR ey SR T,
at Supports i upports Goo
ICC)Eloood | [ Cardiology <—: Ma%% ement of
Primary Care‘l, I __Group , Heart Disease
: - N |
Primary_Care I Neurosurg. ! g%?ﬁt‘é That
Practice | Group I Good Care for
: I Back Pain
'Y AN |
Payment That
T : OB/GYN <! Su)p/)ports Good
: __Group Care for
Payment That Pregnancy
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Many Patients Don’t Need an ACO,
They Need Good Specialty Care

PATIENTS

Heart
Disease

PATIENTS

Diabetes

Primary Car
Practice

eH Cardiologists ]

PATIENTS

Back Pain

Primary Car
Practice

e

Endocrinologists
& Cardiologists

PATIENTS

Pregnancy

)[Pri mary Car

Practice

e

1 3

Physiatrists &
Neurosurgeons

>

Primary Care

Practice

1

OB/GYNs ]

Payment That
Supports Good
Management of

Heart Disease

Payment That
Supports Good
Management of
Diabetes

Payment That
Supports
Good Care for
Back Pain

Payment That
Supports
Good Care for
Pregnancy
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Do Current Bundled Payment
Models Do What is Needed?

Primary Care - -
)[ Prac%ice H Cardiologists ]

Endocrinologists
& Cardiologists

Physiatrists &
Neurosurgeons

PATIENTS
Heart
Disease
PATIENTS
_ Primary Care
Diabetes >[ Practice I |
PATIENTS
Primary Care
Back Pain >[ Practice I |
PATIENTS
Primary Care
Pregnancy >[ Practice I |

OB/GYNs ]
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(Payment That
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( Payment That
Supports
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( Pregnancy |
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Too Few Bundles Today;
Current Ones Too Small or Too Big

e Too Few:

— Focused mostly on hip and knee replacement surgery

e Too Small:

— Most procedural bundles/episodes are limited to inpatient procedures

— No protection against unnecessary procedures

— No opportunity to move procedures to lower-cost, non-hospital settings
— No opportunity to deliver care that would avoid the procedure
— No real flexibility to change care — it's just P4P on top of standard FFS

« Too Big:

— Single payment amount for patients with very different needs

— No protection against cherry-picking patients

— Individual providers placed at risk for costs they can’t control

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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A Bundle or Episode is Not Always

k\CH@R _
the Best Way to Fix FFS Problems

Too Few:
— Focused mostly on hip and knee replacement surgery

Too Small:
— Most procedural bundles/episodes are limited to inpatient procedures
— No protection against unnecessary procedures
— No opportunity to move procedures to lower-cost, non-hospital settings
— No opportunity to deliver care that would avoid the procedure
— No real flexibility to change care — it's just P4P on top of standard FFS

Too Big:
— Single payment amount for patients with very different needs
— No protection against cherry-picking patients
— Individual providers placed at risk for costs they can’t control

Too Much:

— Creating a “bundle” may be unnecessary/unnecessarily complicated
— Additional service codes + accountability measures may work better

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 34



Procedural Episode Payments

-LsCHQB_R_ _ _
Support Higher Quality/Lower Cost

Procedural - -
| Episode High Spending on

Complications &
I Payment { Post-Acute Care

Proceduralist $

Low Complication
& PAC Spending

Inpatient
Hospital

Center for Healthcare Quality and Payment Reform www.CHQPR.org 35



What If You Can Do The Procedure

W\CHQPR . .
N Outside the Hospital?

F o el |
Procedural Hi i
- gh Spending on
: EplSOdet Complications & | |
aymen Post-Acute Care ||
. |
Proceduralist
urat <$- |
Inpatient Low Complication | |
Hospital & PAC Spending ||
1

-

Proceduralist

Outpatient
Facility
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What If You Can Do The Procedure

I\CHQPR . .
\GHa Outside the Hospital?

r-< - - J- i " |
Procedural Hi i
- gh Spending on
: EplSOdet Complications & | |
aymen Post-Acute Care ||
. |
Proceduralist
urat <$- |
Inpatient Low Complication | |
Hospital & PAC Spending ||
1

In most _@ __________

Episode Payment Models, )
the trigger is the Proceduralist
hospitalization, Outpatient
so if the procedure Facility

is done elsewhere,
it’s paid through
standard FFS
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You Could Expand the Bundle to

\CHQPR . e
NG Include Outpatient Facillities...

Procedural Hi i I

- gh Spending on
: EplSOdet Complications & |1
aymen Post-Acute Care |
Proceduralist |
. $ — |
Inpatient Low Complication | |
Hospital & PAC Spending :
|
I Q $ ; :
Proceduralist .
Outpatient :
Facility '
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But What if You Could Save Even

CHOR it vot
More With a Different Treatment?

Procedural Hi - :

- gh Spending on
: EplSOdet Complications & | |
aymen Post-Acute Care ||
. |

Proceduralist

urali 3 |
Inpatient Low Complication | |
Hospital & PAC Spending ||
1

Proceduralist

Outpatient
Facility

Alternative Procedure or
Medical Management
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But What If You Could Save Even
More With a Different Treatment?

In most

Episode Payment Models,
the trigger is a procedure,
so if a different procedure
IS used, or no procedure
at all is used,

care is paid through
standard FFS

r-< - - J- i " |
Procedural Hi i
- gh Spending on
: EplSOdet Complications & | |
aymen Post-Acute Care ||
. |
Proceduralist
urat <$- |
Inpatient Low Complication | |
Hospital & PAC Spending ||

Proceduralist

Outpatient
Facility

Alternative Procedure or
Medical Management
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Condition-Based Payment
Supports Use of Best Treatment

In a

Condition-
Based Payment
Model,

the trlgger IS
the patient’s
condition,

so if a different
procedure

IS used, or no
procedure

at all is used,
the careis

still paid for
through

the Condition-
Based Payment

Cond|t|on-
Based
Payment

Procedural
Episode
Payment

Proceduralist

Inpatient
Hospital

Proceduralist

Outpatient
Facility

High Spending on
Complications &
Post-Acute Care

~$ -

Low Complication
& PAC Spending

Alternative Procedure or
Medical Management

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Condition-Based Payment

\CHQPR - -
JSati Has Same Benefits as Episodes

BENEFITS OF Condition- r _Pﬁ)c_ed_u?al_ T an soendmg an |1
CONDITION-BASED Based | " Episode A hemtons & (1
* No reward for - |
avoidable Proceduralist $ I
complications Inpatient Low Complication | II

* No reward for Hospital & PAC Spending |y

using expensive
post-acute care

Proceduralist

Outpatient
Facility

Alternative Procedure or
Medical Management

—— e — ===
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Condition-Based Payment

cHam . .
Has More Benefits Than Episodes

r— - - " . e
BENEFITS OF Condition- T Procedural - i .
l :
CONDITION-BASED = Based | Episode Hé%f;n% icegtciiérrwlgs%n T
 No reward for - 1
avoidable I Proceduralist $ I
complications I Inpatient Low Complication | I
 No reward for | Hospital & PAC Spending |
using expensive |
post-acute care I - % -
+ | o |
: Proceduralist I
* No reward for : Outpatient |
using . | Facility I
unnecessarily I
expensive : I
facilities Alternative Procedure or ]
« No reward for | Medical Management :
performing e e
unnecessary
procedures
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Condition-Based Payment Must Be
Led by Physicians, Not Hospitals

Patients

Cond|t|on- r _PE)c__ed_u?aI_
Based I Episode
Payment I  Payment

—» Proceduralist

Inpatient
Hospital

Condition T $ -
Specialist

Proceduralist

Outpatient
Facility

High Spending on |
Complications &
Post-Acute Care |l

NEJE—

Low Complication | II
& PAC Spending |11

Alternative Procedure or
Medical Management

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Many Condition-Based Payments

Won't Involve Hospitals at All

Patients

Condition-
Based
Payment

Condition

—» Proceduralist

Expensive
Office-Based
Procedure

= s =

Specialist

Proceduralist

Less Expensive
Office-Based

Procedure

E 2

Medical
Management

-

© Center for Healthcare Quality and Payment Reform www.CHQPR.org

For many types

of conditions,

hospitalization

represents a
faillure of
treatment,
not

a method of
treatment
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Condition-Based Payment Requires
Stratlfylng Patients on Care Needs

Higher-
eed

Patients

Lower-
Need

Patients

Bayments will
e needed for
patients with
greater needs

Condltlon— r _Pr_oc_ed_u?al_
Based I Episode
Payment I  Payment

—» Proceduralist

Inpatient
Hospital

Condition T $ -
Specialist

Proceduralist

Outpatient
Facility

High Spending on |
Complications &
Post-Acute Care |l

NEJE—

Low Complication | II
& PAC Spending |11

Alternative Procedure or
Medical Management
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Are We Making the Payment

CHQR ”
k\ o for the Correct Condition??

[
" r 1!

Condition- Procedural - -
Based | " Episode | IR ORERCing on
Payment I Payment Post-Acute Care |1l
1!

Inpatient Low Complication | Il
Hospital & PAC Spending | 1y

Wron -7 -
> Conditi%n 4 $ 17

Proceduralist

Outpatient
Facility

|

|

|

I —» Proceduralist

. JgL
|

|

??7?7?

Alternative Procedure or
Medical Management

Correct Correct
™ condition ' Treatment
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We Need a Diagnostician To Ensure
the nght Condition Is Being Treated

Diagnostic
Payment

Diagnostician

Lab Testing
Imaging

Cond|t|on-
Based
Payment

Condition

Specialist

Procedural
Episode
Payment

High Spending on |
Complications &
Post-Acute Care |l

Proceduralist

NEJE—

Inpatient
Hospital

Low Complication | II
& PAC Spending |11

Proceduralist

Outpatient
Facility

Alternative Procedure or
Medical Management

Correct >

Treatment

Correct
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48



Diagnostic Error iIs a Fundamental

CH
N Quality Issue Underlying All Others

IMPROVING
DIAGNOSIS IN
HEALTH CARE
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Opportunities for Lower-Cost Care

CHQPR
\a for Many Conditions

Knee Osteoarthritis
— Home-based rehab instead of facility-based rehab
— Physical therapy instead of surgery

Maternity Care

— Vaginal delivery instead of C-Section

— Term delivery instead of early elective delivery
— Delivery in birth center instead of hospital

Chest Pain
— Non-invasive imaging instead of invasive imaging
— Medical management instead of invasive treatment

Chronic Disease Management
— Improved education and self-management support
— Avoiding hospitalizations for exacerbations

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 50



Opportunities for Lower-Cost Care

'\\CHCI’_R -
for Many Conditions

« Knee Osteoarthritis TODAY
— Home-based rehab instead of facility-based rehab Savings
— Physical therapy instead of surgery for Pflyers

« Maternity Care Lower

: . : : Margins

— Vaginal delivery instead of C-Section for
— Term delivery instead of early elective delivery Providers
— Delivery in birth center instead of hospital

e Chest Pain

— Non-invasive imaging instead of invasive imaging
— Medical management instead of invasive treatment

Chronic Disease Management
— Improved education and self-management support
— Avoiding hospitalizations for exacerbations
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Opportunities for Lower-Cost Care

A\CHQR »
for Many Conditions

« Knee Osteoarthritis TODAY
— Home-based rehab instead of facility-based rehab Savings
— Physical therapy instead of surgery for Pflyers

« Maternity Care Lower

: . : : Margins

— Vaginal delivery instead of C-Section for
— Term delivery instead of early elective delivery Providers
— Delivery in birth center instead of hospital

o i CONDITION-BASED
Chest Pain BAYMENT

— Non-invasive imaging instead of invasive imaging

— Medical management instead of invasive treatment fCJSralgl';\r;/%Srs

e Chronic Disease Management Hig:her
— Improved education and self-management support Margins
— Avoiding hospitalizations for exacerbations for

Providers
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Example: Reducing Avoidable

k\CHCI’_R _ iy
Surgeries for Knee Osteoarthritis

thcare Quality and Payment Reform www.CHQPR.org 53



WCHQR

Example: Reducing Avoidable
Surgeries for Knee Osteoarthritis

WARNING TO THOSE
WITH MATH PHOBIA:

Lots of Numbers Coming Quickly;
Slides Available for
Detailed Review Afterwards



\CHQR

Example: Reducing Avoidable
Surgeries for Knee Osteoarthritis

WARNING TO THOSE
WITH MATH PHOBIA:

Lots of Numbers Coming Quickly;
Slides Available for
Detailed Review Afterwards

Examples are all simplified for purposes of presentation
but the principles and conclusions are realistic

thcare Quality and Payment Reform www.CHQPR.org
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k\CHCER

Example: Reducing Avoidable
Surgeries for Knee Osteoarthritis

CURRENT
$/Patient |# Pts| Total $
Primary Care
Evaluations $100| 100 $10,000

Treatment of
Knee
Osteoarthritis

100 patients with knee
pain visit PCP for
evaluation

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Example: Reducing Avoidable
Surgeries for Knee Osteoarthritis

CURRENT

$/Patient |# Pts| Total $

Primary Care

Evaluations $100| 100| $10,000
Non-Surg.Tx

Management $200( 20 $4,000

Phys. Therapy $500{ 20( $10,000

Subtotal

$14,000

Treatment of
Knee
Osteoarthritis
100 patients with knee

pain visit PCP for
evaluation

*Physical therapy used
by 20% of patients
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Example: Reducing Avoidable
Surgeries for Knee Osteoarthritis

CURRENT
$/Patient [# Pts| Total $
Primary Care
Evaluations $100| 100f $10,000
Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500{ 20| $10,000
Subtotal $14,000
Surgeon $1,400| 80| $112,000
Hospital Pmt
Surgeries $12,000| 80| $960,000

Treatment of

Osteoarthritis

100 patients with knee
pain visit PCP for

evaluation

*Physical therapy used
by 20% of patients

*Surgery performed
procedure on 80% of
evaluated patients

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Example: Reducing Avoidable
Surgeries for Knee Osteoarthritis

CURRENT
$/Patient |# Pts| Total $
Primary Care
Evaluations $100| 100| $10,000
Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon $1,400| 80| $112,000
Hospital Pmt
Surgeries $12,000f 80| $960,000
Total Pmt/Cost 100($1,096,000

Treatment of

Osteoarthritis

100 patients with knee
pain visit PCP for

evaluation

*Physical therapy used
by 20% of patients

eSurgery performed
procedure on 80% of
evaluated patients

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Example: Reducing Avoidable
Surgeries for Knee Osteoarthritis

A\CHQR
CURRENT
$/Patient |# Pts| Total $

Primary Care
Evaluations $100| 100| $10,000

Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon $1,400| /80N $112,000

Hospital Pmt <

Surgeries $12,000{ \8Q/ $960,000
Total Pmt/Cost 100($1,096,000

Treatment of
Knee
Osteoarthritis
100 patients with knee

pain visit PCP for
evaluation

*Physical therapy used
by 20% of patients

*Surgery performed
procedure on 80% of
evaluated patients

— *25% of surgeries

avoidable with better
outpatient management

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Under FFS, Low Payment for
Diagnosis & Treatment Planning

CURRENT

$/Patient |[# Pts| Total $
SR
Evaluations $100) 100{ $10,000
Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon $1,400| 80| $112,000
Hospital Pmt
Surgeries $12,000f 80| $960,000
Total Pmt/Cost 100($1,096,000

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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k\CH@R

Under FFS, Low Payment for
Non-Surgical Options

CURRENT
$/Patient |# Pts| Total $
Primary Care
Evaluations $100| 100f $10,000
Non-Surg.Tx ‘
Management 20 $4,000
Phys. Therapy 20| $10,000
Subtotal $14,000
Surgeon $1,400| 80| $112,000
Hospital Pmt
Surgeries $12,000f 80| $960,000

Total Pmt/Cost

100

$1,096,000

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Under FFS, Fewer Surgeries =

'\\CHCER . .
Losses for Physicians & Hospitals

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care
Evaluations $100| 100| $10,000
Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon 400 80 —$+4+2-606 $400—>60| $84,000 (250/;)
Hospital Pmt
Surgeries ,000] 80{—$966;860—5+2-006—>60| $720,000 GE@

Total Pmt/Cost 100|$1,096,000
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A P4P/MIPS Bonus to the Surgeon
Doesn’t Offset Loss of Revenue

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000
Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon $1,400| 80| $112,000 §$1,45§> 60| $87,360| (-22%)
Hospital Pmt —
Surgeries $12,000f 80| $960,000
Total Pmt/Cost 100($1,096,000
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Is There a Better Way?

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 ?
Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon $1,400| 80| $112,000 ?
Hospital Pmt
Surgeries $12,000f 80| $960,000 ?
Total Pmt/Cost 100($1,096,000
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A Better Way: Pay PCPs for Good
Diagnosis & Treatment Planning

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100 —+88T—536:0061—1X_ $200)
Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon $1,400| 80| $112,000
Hospital Pmt
Surgeries $12,000f 80| $960,000
Total Pmt/Cost 100($1,096,000

Better Payment for Condition Management
*PCP paid adequately to help patient decide on treatment options

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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A Better Way: Pay Adequately

CHQPR :
\ for Non-Surgical Management

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100 —+06—=5+6-600 $200))
Non-Surg.Tx
Management $200[—20T—$;000 $500))
Phys. Therapy $500 —20T—310;0066 $750)
Subtotal $14,000
Surgeon $1,400| 80| $112,000
Hospital Pmt
Surgeries $12,000f 80| $960,000
Total Pmt/Cost 100($1,096,000

Better Payment for Condition Management
*PCP paid adequately to help patient decide on treatment options
*PCP, physiatrist, or Surgeon paid to deliver effective non-surgical care
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A Better Way: Pay Adequately
For the Necessary Surgeries

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100 —+06—=5+6-600 $200))
Non-Surg.Tx
Management $200[—20T—$;000 $500))
Phys. Therapy $500 —20T—310;0066 $750)
Subtotal $14,000
Surgeon $1,400 —B6T—$++2-006—>($2,100)
Hospital Pmt
Surgeries $12,000f 80| $960,000
Total Pmt/Cost 100($1,096,000

Better Payment for Condition Management

*PCP paid adequately to help patient decide on treatment options
*PCP, physiatrist, or Surgeon paid to deliver effective non-surgical care
*Surgeon paid more per surgery for patients who need surgery

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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If That Results In

CHQPR :
\ 25% Fewer Surgeries...

CURRENT FUTURE

$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100
Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40
Phys. Therapy $500f 20| $10,000 $750f 40
Subtotal $14,000
Surgeon $1,400| 80 —$+4+2-000+—+—524+08{ 60)
Hospital Pmt T
Surgeries $12,000{ 80| $960,000 $12,000 60
Total Pmt/Cost 100($1,096,000
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A\CHQR

Physicians Could Be Paid More...

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100  $20,000(C[100%)
Non-Surg.Tx
Management $200| 20 $4,000 $500( 40 $20,000 ( M)
Phys. Therapy $500f 20| $10,000 $750f 40 $30,000 < w)
Subtotal $14,000 $50,000( [257%
Surgeon $1,400f 80| $112,000 $2,100 60 $126,000<;1_%>
Hospital Pmt
Surgeries $12,000f 80| $960,000
Total Pmt/Cost 100($1,096,000
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Physicians Could Be Paid More...
....While Still Reducing Total $

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100 $10,000 $200| 100 $20,000| [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40 $20,000| [400%
Phys. Therapy $500| 20| $10,000 $750| 40|  $30,000| |200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400f 80| $112,000 $2,100 60| $126,000| [+13%
Hospital Pmt
Surgeries $12,000{ 80| $960,000 $12,000 60| $720,000| |-25%
Total Pmt/Cost 100|$1,096,000 100 $916,000|( —1607
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P

Win-Win-Win for
nysicians, Payers, & Patients

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100/ $10,000 $200| 100/  $20,0004((100%])
r——
Non-Surg.Tx /
Management $200| 20 $4,000 $500 40‘A20,00 1400%))
Phys. Therapy $500| 20| $10,000 $750| _~40 /)30,’000 200%
Subtotal $14,000 $50,000( |257%
Surgeon $1,400| 80| $112,000 //@i;l.%’ 60| $126,0005(]+13%
Hospital Pmt ey o
Surgeries $12,000| 80 /’ﬂ;geo‘ ~ 5 $720,000| |-25%
C—
Total Pmt/Cost 1091$1,096.000 100| $916,0005(-16%D

Physicians Win/ Payer Wins/
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Do Hospitals Have to Lose In Order

A\CHQR . |
for Physicians & Payers To Win?
CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100/ $10,000 $200/ 100|  $20,000,[100%))
e
Non-Surg.Tx /
Management $200| 20 $4,000 $500 40‘A20,00 1400%))
Phys. Therapy $500f 20| $10,000 $750 ﬂﬁ /)80,/000 200%
Subtotal $14,000 A $50,000| [257%
Surgeon $1,400| 80| $112,000| | ~%2 60| $126,00
. /7)
Hospital Pmt ey o
Surgeries | $12,000/ 80 /’glzeeo‘/eo W-
Total Pmt/Cost 1081$1,096,060] 100/ —$916,0004(

Physicians Win

zZ

HospnalLoses”’///;;;erVWns’///
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What Should Matter to Hospitals Is

k\CHCER _
Margin, Not Revenues (Volume)
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Hospital Costs Are Not Proportional to

Utilization

Cost & Revenue Changes With Fewer Patients
$1,000

7% re
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Reductions In Utilization Reduce Revenues

More Than Costs

Cost & Revenue Changes With Fewer Patients

$1,000
$980
$960

7% redl

.

20% reduction
mrevenue

wn
©
o
)

$000

S840
- $820
$800
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#Patients

-$—Revenues

= Costs
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Causing Negative Margins
for Hospitals

Cost & Revenue Changes With Fewer Patients
$1,000
$980
$960
- 5940
$920 o
Payers Will Be $900 8
Underpaying For $880 ¥ —e—Revenues
Car_e I 5860 - Costs
Surgeries, \ $840
Readmissions, Etc. &, $820
Are Reduced - $800
LR TESE R Y e
#Patients
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But Spending Can Be Reduced Without
Bankrupting Hospitals

Cost & Revenue Changes With Fewer Patients

Payers Can

Still Save $

= Without Causing

~ for Hospital

Negative Margins

PILy

$900

$000
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>860 ~8—Costs
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We Need to Understand the

A\CHQR o
Hospital’'s Cost Structure
CURRENT FUTURE

$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care
Evaluations $100| 100 $10,000 $200| 100 $20,000{ [100%

Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40 $20,000| [400%
Phys. Therapy $500f 20| $10,000 $750 40 $30,000( |{200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400f 80| $112,000 $2,100 60| $126,000| (+13%

Hospital Pmt
Surgeries ( $12,000 80| $960,000 $12,000 60| $720,000| |-25%
Total Pmt/Cost 100|$1,096,000 100| $916,000| |-16%
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Adeguacy of Payment Depends

VI on Fixed/Variable Costs & Marg
N Fixe allaple COSIS argins
CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $20,000{ [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40 $20,000| [400%
Phys. Therapy $500| 20| $10,000 $750 40 $30,000( |{200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| |+13%
HospralBmt ~\
/1 Fixed Cost $6,000(/509% $480,000
Variable Costs $5,400( 45%)] $432,000
A\ Margin $(E2 5%/ $48,000
~~subtetal _ C $12,000D~€0| $960,000
Total Pmt/Cost 100($1,096,000
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Now, If the Number of
Procedures is Reduced...

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100 $10,000 $200| 100 $20,000{ [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40 $20,000| [400%
Phys. Therapy $500f 20| $10,000 $750 40 $30,000( |{200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400f 80| $112,000 $2,100 60| $126,000| (+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000
Variable Costs $5,400| 45%| $432,000
Margin $600| 5%| $48,000
Subtotal $12,000{ 80[—$960;000 @

Total Pmt/Cost

100($1,096,000
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...Fixed Costs Will Remain the
Same (in the Short Run)...

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $20,000| [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40 $20,000| [400%
Phys. Therapy $500| 20| $10,000 $750 40 $30,000| [{200%
Subtotal $14,000 $50,000| [257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| |+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 >{_$480,000| | 098]
Variable Costs $5,400| 45%| $432,000
Margin $600| 5%| $48,000
Subtotal $12,000f 80| $960,000 60
Total Pmt/Cost 100($1,096,000
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\CHOR ...Variable Costs Will Go Down In
Proportion to Procedures...
CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100 $10,000 $200| 100 $20,000{ [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40 $20,000| [400%
Phys. Therapy $500f 20| $10,000 $750 40 $30,000( |{200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| (+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 B - $480.000 %
Variable Costs|  $5,400| 45%| $432,000 —T—$5z00T—>{_$324,000| |-25%
Margin $600| 5%| $48,000
Subtotal $12,000f 80| $960,000 60
Total Pmt/Cost 100($1,096,000
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...And Even With a Higher Margin
for the Hospital...

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $20,000{ [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40 $20,000| [400%
Phys. Therapy $500| 20| $10,000 $750 40 $30,000( |{200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| (+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $5,400 $324,000] | -25%
Margin $600| 5%| $48,000 > $52,800| |+10%D
Subtotal $12,000f 80| $960,000 60
Total Pmt/Cost 100($1,096,000

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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... The Hospital Gets Less Total

Revenue But Higher Margin

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $20,000| [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40 $20,000| [400%
Phys. Therapy $500| 20| $10,000 $750 40 $30,000| [{200%
Subtotal $14,000 $50,000| [257%
Surgeon $1,400| 80| $112,000 $2,100 60| $126,000| |+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $5,400 $324,000| |-25%
Margin $600| 5%| $48,000 $52,800| [+10%
Subtotal $12,000] 80| $960,000 B $856,800] |-11%0)
Total Pmt/Cost 100($1,096,000
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...And The Payer
Still Saves Money

D

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100 $10,000 $200| 100 $20,000{ [100%
Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40 $20,000| [400%
Phys. Therapy $500f 20| $10,000 $750 40 $30,000( |{200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400f 80| $112,000 $2,100 60| $126,000| (+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $5,400 $324,000| |-25%
Margin $600| 5%| $48,000 $52,800| [+10%
Subtotal $12,000f 80| $960,000 60| $856,800| |-11%
vl BT
Total Pmt/Cost 100($1,096,000 3] $1,052,800| | -49%
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Win-Win-Win-Win for Patients

Physicians, Hospital, and Payer

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $20,000,(]100%]|)
Non-Surg.Tx /
Management $200| 20 $4,000 $500{ 40 $29¢60 400%
_—
Phys. Therapy $500| 20| $10,000 $750| 40| $40000| |200%
Subtotal $14,000 éE0,000 257%
Surgeon $1,400] 80| $112,000| Physicians Win"~grzs006p(+13%))
. . . v
Hospital Pmt Hospital Wins\_
Fixed Costs $6,000| 50%| $480,000| Payer Winss, 80,000 0%
Variable Costs|  $5,400| 45%| $432,000 $5,400 \$32},S@ -280
Margin $600| 5%| $48,000 $52,8007(|+10%))
Subtotal $12,000| 80| $960,000 60| $856
Total Pmt/Cost 100($1,096,000 100 $1,052,8007
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What Payment Model Supports

This Win-Win-Win Approach?

CURRENT FUTURE

$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care
Evaluations $100| 100 $10,000 $200| 100 $20,000{ [100%

Non-Surg.Tx
Management $200| 20 $4,000 $500{ 40 $20,000| [400%
Phys. Therapy $500f 20| $10,000 $750 40 $30,000( |{200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400f 80| $112,000 $2,100 60| $126,000| (+13%

Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $5,400 $324,000| |-25%
Margin $600| 5%| $48,000 $52,800| [+10%
Subtotal $12,000f 80| $960,000 60| $856,800| |-11%
Total Pmt/Cost 100|$1,096,000 100| $1,052,800 -4%
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Renegotiating Individual Fees

IS Impractical...

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100 $10,000 ( $2?)3) 100 $20,000{ [100%
Non-Surg.Tx
Management $200| 20 $4,000 500D 40 $20,000| [400%
Phys. Therapy $500| 20| $10,000 $750D 40|  $30,000| [200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400f 80| $112,000 ; $2,@> 60| $126,000| (+13%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $5,400 $324,000| |-25%
Margin $600| 5%| $48,000 $52,800| [+10%
Subtotal $12,000f 80| $960,000 ;él4,28§> 60| $856,800| |-11%

Total Pmt/Cost

100($1,096,000

100| $1,052,800

-4%
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...What Assures The Payer That
There WIll Be Fewer Procedures?

CURRENT FUTURE

$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg

Primary Care
Evaluations $100| 100 $10,000 ( $27)3) 100 $20,000{ [100%

Non-Surg.Tx
Management $200| 20 $4,000 500D 40 $20,000| [400%
Phys. Therapy $500| 20| $10,000 $750D 40|  $30,000| [200%
Subtotal $14,000 $50,000( [257%
Surgeon $1,400f 80| $112,000 ; $2,l(p.> 60| $126,000| (+13%

Hospital Pmt
Fixed Costs $6,000| 50% L $480,000 0%
Variable Costs $5,400 432,000 $5,400 $324,000| |-25%
Margin $600 $48,000 $52,800| [+10%
Subtotal $12,000 $960,000 14,28 60) $856,800| |-11%
Total Pmt/Cost 100|$1,096,000 100| $1,052,800 -4%

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Solution: Pay Based on the Patient’s

Condition, Not on the Procedures

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000
Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon $1,400| 80| $112,000
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000
Variable Costs $5,400| 45%| $432,000
Margin $600| 5%| $48,000
Subtotal $12,000(f 80| $960,000
Total Pmt/Cost {_ $10,960| 10Qx$1,096,000

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Plan to Offer Care of the Condition

at a Lower Cost Per Patient

© Center for Healthcare Quality and Payment Reform www.CHQPR.org

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000
Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000
Surgeon $1,400| 80| $112,000
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000
Variable Costs $5,400| 45%| $432,000
Margin $600| 5%| $48,000
Subtotal $12,000(f 80| $960,000 _
Total Pmt/Cost _$10,960| 100}$+:696;0069C_$10,528| 100D (-4%]
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Use the Payment as a Budget to
Redesign Care...

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100|  $10,000 100 $20,000D¢h00%
Non-Surg.Tx
Management $200| 20 $4,000
Phys. Therapy $500f 20| $10,000
Subtotal $14,000 ¢_ $50,00
Surgeon $1,400| 80| $112,000 60_$126,000
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000
Variable Costs $5,400| 45%| $432,000 $324,000
Margin $600| 5%| $48,000 $52,800
Subtotal $12,000/ 80| $960,000 | 60/<$856,800]
4 — -
Total Pmt/Cost _$10,960| 100)$+:696:0009_$10,528| CL00P$1,052,800

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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...And Let Physicians & Hospitals
Decide How They Should Be Paid

© Center for Healthcare Quality and Payment Reform www.CHQPR.org

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100|  $10,000 $200«+60¢__ $20,000D¢h00%
Non-Surg.Tx
Management $200| 20 $4,000 $500)
Phys. Therapy $500] 20| $10,000 $750R\
Subtotal $14,000 N
Surgeon $1,400| 80| $112,000 $2,100 [€—6
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000
Variable Costs|  $5,400| 45%| $432,000 4$324,000
Margin $600| 5%| $48,000 $52,800
Subtotal $12,000/ 80| $960,000 60| X.$856
Total Pmt/Cost {{_$10,960| 10Q1$+896:600»(_$10,528| (100P$1,052,80 “A%
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Condition-Based Payment Allows
True Win-Win-Win Solutions

CURRENT

FUTURE

$/Patient |# Pts| Total $

$/Patient

#Pts| Total $ Chg

Primary Care

Evaluations $100/ 100/ $10,000 $200| 100]  $20,000}(]100%))
Non-Surg.Tx /
Management $200| 20 $4,000 $500{ 40 $29¢60 400%
_—
Phys. Therapy $500| 20| $10,000 $750| 40| $40000| |200%
Subtotal $14,000 0,000| |257%
Surgeon $1,400] 80| $112,000| Physicians Win"~grzs006p(+13%))
. . . v
Hospital Pmt Hospital Wins\_
Fixed Costs |  $6,000| 50%| $480,000| Payer Wins, 80,000/ | 0%
Variable Costs| ~ $5,400| 45%| $432,000 N\ $3248Q0] | -250
Margin $600| 5%| $48,000 $52,8007(|+10%))
Subtotal $12,000] 80| $960,000 60| $856

Total Pmt/Cost

$10,960| 100($1,096,000

$10,528

100 $1,052,8007

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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What Would Happen If You Reduce
Surgeries Even More?

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 100
Non-Surg.Tx
Management $200| 20 $4,000 60
Phys. Therapy $500f 20| $10,000 60
Subtotal $14,000 _
Surgeon $1,400| 80[—$++2.666 »( 40 -50%
Hospital Pmt —
Fixed Costs $6,000| 50%| $480,000
Variable Costs $5,400| 45%| $432,000
Margin $600| 5%]| $48,000 P
Subtotal $12,000f 80[—$960;000 ”( 40 -50%
Total Pmt/Cost | $10,960| 100|$1,096,000

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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The Overall Condition-Based

Budget is A

ready Set

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 100
Non-Surg.Tx
Management $200| 20 $4,000 60
Phys. Therapy $500f 20| $10,000 60
Subtotal $14,000
Surgeon $1,400| 80| $112,000 40
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000
Variable Costs $5,400| 45%| $432,000
Margin $600| 5%| $48,000
Subtotal $12,000f 80| $960,000 7
Total Pmt/Cost | $10,960| 100{$1,096,000 @8 100| $1,052,800 —4%:>

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Spend Some More on Outpatient
Care, A Lot Less on Inpatient Care

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 100
Non-Surg.Tx _—
Management $200| 20 $4,000 60 $30,000| [6509)
Phys. Therapy $500f 20| $10,000 661> $45,000( |350%
Subtotal $14,000 WO 4359
Surgeon $1,400| 80| $112,000 40
Hospital Pmt /‘
Fixed Costs $6,000| 50%| $480,000 4 »$480,000 0%
Variable Costs $5,400| 45%| $432,000 $216,000| | -50%,
Margin $600| 5%| $48,000 N—
Subtotal $12,000f 80| $960,000 40
Total Pmt/Cost | $10,960| 100{$1,096,000 $10,528| 100| $1,052,800 -4%

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Continue to Maintain Higher
Revenues for PCP & Surgeon

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care P
Evaluations $100| 100 $10,000 $200( 100 $25,000 150(V;>
Non-Surg.Tx
Management $200| 20 $4,000 $500 60 $30,000| [650%
Phys. Therapy $500f 20| $10,000 $750 60 $45,000| |[350%
Subtotal $14,000 $+5-0 435%
Surgeon $1,400f 80| $112,000 ( $3,350 40| $134,000| |+20%)
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $216,000| | -50%
Margin $600| 5%| $48,000
Subtotal $12,000{ 80| $960,000
Total Pmt/Cost | $10,960| 100|$1,096,000 $10,528

© Center for Healthcare Quality and Payment Reform www.CHQPR.org

99



Increase the Hospital’'s Margin

!\\CH@R . N
ven iviore
CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $25,000( [150%
Non-Surg.Tx
Management $200| 20 $4,000 $500 60 $30,000| [650%
Phys. Therapy $500| 20| $10,000 $750 60 $45,000| |[350%
Subtotal $14,000 $75,000| [435%
Surgeon $1,400| 80| $112,000 $2,100 40 $134,000| [+20%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 . 9
Margin $600| 5%| $48,000 w,ooo +46%
Subtotal $12,000f 80| $960,000 40 —
Total Pmt/Cost | $10,960| 100{$1,096,000 $10,528| 100|%$1,052,800 -4%

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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And Offer Care at a Lower Cost

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100 $10,000 $200| 100 $25,000( [150%
Non-Surg.Tx
Management $200| 20 $4,000 $500 60 $30,000| [650%
Phys. Therapy $500f 20| $10,000 $750 60 $45,000| |[350%
Subtotal $14,000 $75,000| [435%
Surgeon $1,400f 80| $112,000 $2,100 40| $134,000| |+20%
Hospital Pmt
Fixed Costs $6,000| 50%| $480,000 $480,000 0%
Variable Costs $5,400| 45%| $432,000 $216,000| | -50%
Margin $600| 5%| $48,000 $70,000| [+46%
Subtotal $12,000f 80| $960,000 40357066006 %
Total Pmt/Cost | $10,960| 100{$1,096,000 @O 100| $1,000,000 —9%:>

i
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Everyone Could Win Even More

© Center for Healthcare Quality and Payment Reform www.CHQPR.org

)

CURRENT FUTURE
$/Patient [# Pts| Total $ $/Patient |# Pts| Total $ Chg
Primary Care
Evaluations $100| 100| $10,000 $200| 100 $25,000,(]150%|)
Non-Surg.Tx /
Management $200| 20 $4,000 $500{ 60 $39¢60 650%
Phys. Therapy $500| 20| $10,000 $750] 60| $45,000| |350%)
Subtotal $14,000 é?S,OOO _@.
Surgeon $1,400] 80| $112,000| Physicians Win"=grza008$(+20%
Hospital Pmt Hospital Wins\_ |
Fixed Costs $6,000| 50%| $480,000| Payer Winss, 80,000 0%
Variable Costs|  $5,400| 45%| $432,000 N $216;8Q0| [ -509
Margin $600| 5%| $48,000 $70,0001(+46%
Subtotal $12,000| 80| $960,000 40| $766,800| |-20%
Total Pmt/Cost | $10,960| 100($1,096,000 $10,000| 100 $1,00
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Are You Crazy?

Hospitals Doing
Better Financially
With Fewer Patients??



Maryland Has Been Moving to

CHQPR
\a Global Budgets for Hospitals

« All-Payer Payment Rates

— All payers pay the same, including Medicare
— Costs of uncompensated care included in the all-payer rates
— Adding incentives for quality, complications, readmissions

— Problem: No control over volume; hospitals could always make more
money by admitting more patients and doing more procedures

« Total Patient Revenue (TPR)

— Global budget for hospital services, adjusted for population, not actual
level of services

— No incentive to admit more patients or do more procedures;
incentive to reduce readmissions and avoidable admissions

— Focused on isolated, rural hospitals, where one hospital serves the
entire population

 Global Budget Revenue (GBR)
— New CMS Waiver approved in January 2014
— Being implemented now for urban hospitals

— Designed to control increases in total hospital revenue per capita
instead of revenue per case

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 104



\CHQR Initial Results of Maryland Effort

MARFLAMD'S GLOBAL HOSAITAL BUDGETS

¢ RedUCtlonS in Preventable ::I::d's Global Hospital Budgets — Preliminary Results
Admissions " i i

from an All-Payer Model

ket Patel |0 Rahul Rajkurmac, M.D, J.0. John M. Colmers, M.P.H. Donna Kinzer, 8.5, Patrick H. Conway, M.D.
and Joshua M. Sharfstein, M.D.

Reductions in Readmissions
* No Financial Harm to Hospitals
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Need to Measure Qutcomes to

CHQPR
'\\ Prevent Undertreatment

« Avoiding infections
« Lack of pain
« Patient return to functionality

thcare Quality and Payment Reform www.CHQPR.org 106



Patients Differ in Their

NCHQIR
\ Need for Surgery
HIGHER-RISK PATIENTS
# Pts
Primary Care
Evaluations ( ( 50‘)
Non-Surg.Tx T h
Management 10
Phys. Therapy 10
P ¢ N
Surgery ( ) ( 40 )

N N

/ 80% Need Surgery /
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Condition-Based Payment Amount

A\CHQR .
Must Be Based on Patient Needs
HIGHER-RISK PATIENTS
$/Patient |# Pts| Total $

Primary Care
Evaluations $200 50 $10,000

Non-Surg.Tx
Management $500 10 $5,000
Phys. Therapy $750( 10 $7,500
Subtotal $12,500
Surgeon $2,100| 40 $84,000

Hospital Pmt
Fixed Costs $288,000
Variable Costs $5,400 $216,000
Margin $31,680
Subtotal 0| $535,680
Total Pmt/Cost |( \D ¢ $12,844\§~® $642,180

v v

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 108



Ao

Fee for Service Has

Built-In Risk Adjustment

Traditional FFS

Higher payments
made for patients
who receive
more services

Physician receives
higher payment
based on bills
submitted for
services delivered

No higher payment
if individual services
require more time
or resources

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Payer Risk Adjustment Models

P

Are a Poor Substitute

Traditional FFS

» Higher payments
made for patients
who receive
more services

» Physician receives
higher payment
based on bills
submitted for
services delivered

* No higher payment
if individual services
require more time
or resources

Payer Risk Adjustment
» Higher payments

made for patients
who are assigned
more diagnosis codes

Physician receives
higher payment based
on number and type
of diagnosis codes
assigned on claims

No higher payment for
some diagnosis codes
or for higher severity
conditions without
separate codes

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Effective Risk Adjustment via

Physician-Defined Classifications

Patient Classification

» Higher payments are
made for patients who

Traditional FFS

» Higher payments
made for patients

Payer Risk Adjustment

» Higher payments
made for patients

who receive
more services

» Physician receives
higher payment
based on bills
submitted for
services delivered

* No higher payment
if individual services
require more time
or resources

are classified as higher
need for their condition

 Physician bills for

a “condition-based
Payment” code from a

amily of codes stratified
based on patient needs

* No higher payment based

solely on number of
services delivered

© Center for Healthcare Quality and Payment Reform www.CHQPR.org

who are assigned
more diagnosis codes

Physician receives
higher payment based
on number and type
of diagnosis codes
assigned on claims

No higher payment for
some diagnosis codes
or for higher severity
conditions without
separate codes
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Development of Patient Condition

CHQPR
\a Groups Under MACRA

SEC. 101. REPEALING THE SUSTAINABLE GROWTH RATE (SGR) AND
IMPROVING MEDICARE PAYMENT FOR PHYSICIANS’ SERVICES.

g COLLABORATING WITH THE PHYSICIAN, PRACTITIONER, AND OTHER
AKEHOLDER COMMUNITIES TO IMPROVE RESOURCE USE MEASUREMENT.

&2& DEVELOPMENT OF CARE EPISODE AND PATIENT CONDITION GROUPS AND
ASSIFICATION CODES.—

(D) DEVELOPMENT OF PROPOSED CLASSIFICATION CODES.—

(i) IN GENERAL.—Taking into account the information described in subparagraph (B)
and the information received under subparagraph (C), the Secretary shall—

() establish care episode groups and patient condition groups, which account for a
target of an estimated 1/2 of expenditures under parts A and B (with such target
increasing over time as appropriate); and (1) assign codes to such groups.

ii) CARE EPISODE GROUPS.—In establishing the care e||c_)isode groups under clause
(i), the Secretary shall take into account—(l) the patient’s clinical problems at the time
items and services are furnished during an episode of care, such as the clinical
conditions or diagnoses, whether or not inpatient hospitalization occurs, and the
principal procedures or services furnished; and (Il) other factors determined
appropriate by the Secretary.

(i) PATIENT CONDITION GROUPS.—In establishing the patient condition groups
under clause (i), the Secretary shall take into account— () the patient’s clinical history
at the time of a medical visit, such as the patient’s combination of chronic conditions,
current health status, and recent significant history (such as hospitalization and major
surgery during a previous period, such as 3 months); and (ll) other factors determined

appropriate by the Secretary’ © Center for Healthcare Quality and Payment Reform www.CHQPR.org 112



A\CHQR

Timetable for New Codes
Under MACRA

_ Care Episode Patient Condition Patient Relationship
Estimated Date Groups and Codes Groups and Codes Categories & Codes
| _Dral;]t_ patient
: relationship categories
April 16, 2016
(Completed) and codes

Comments due
August 15, 2016

Draft list of care Draft list of patient
November 25, 2016 episode codes condition codes
_ Operational list of
April 20, 2017 patient relationship
categories and codes
Operational list of Operational list of
December 20, 2017 care episode codes patient condition codes
Include care episode Include patient Include patient
January 1, 2018 codes on claim forms condition codes on relatlonshllo category
claim forms codes on claim forms

https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/MACRA-MIPS-and-APMs/MACRA-Feedback.html

© Center for Healthcare Quality and Payment Reform www.CHQPR.org

113



Musculoskeletal Care is Only a

CHQPR
\crop Small Part of Total Spending

Other Conditions (23%)

Mental lliness (4%)
Trauma (6%)

Brain and Nervous System (7%)

Diabetes, Endocrine (8%)

Joints, Back, Bones (8%)

COPD, Asthma, Pneumonia (9%)

Medicare Spending

Cancer (12%)

Heart/Circulatory Conditions (23%)

TODAY
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What About Other Conditions

\CHQPR .
K\ Like Cancer?

Other Conditions (23%)

Mental lliness (4%)
Trauma (6%)

Brain and Nervous System (7%)

Diabetes, Endocrine (8%)

Joints, Back, Bones (8%)

COPD, Asthma, Pneumonia (9%)

Medicare Spending

Cancer (12%)

Heart/Circulatory Conditions (23%)

TODAY
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Current Procedural Episode Models

\\CHQ{R_ "
Don’t Work for These Conditions

$A
Other Conditions (23%)
Mental lliness (4%)

ol Trauma (6%)
-_% Brain and Nervous System (7%)
é Diabetes, Endocrine (8%)
2 Joints, Back, Bones (8%)
© . . -
O| | COPD, Asthma, Pneumonia (9%) | « Most cancer treatment occurs in physician
D offices and outpatient centers, not through
= Cancer (12%) inpatient admissions

« Treatment occurs over many months or

years, not a single day or a few days
Heart/Circulatory Conditions (23%)
>

TODAY
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Most $$ Go to Drugs, Tests, and
Admissions, Not Oncology Practices

$45,000
$40,000
$35,000
$30,000
$25,000
$20,000
$15,000
$10,000

$5,000

$0

Current
Spending
Per Patient

ER/Hospital
Admissions

Other
Services

Testing

Drugs

Infusions

90%+ of spending pays for drugs,
laboratory tests, imaging studies,
surgical procedures, emergency
room visits, and hospitalizations

Fees for oncology practice services

represent less t

 than 10% of spending
for cancer patients during
episodes of chemotherapy treatment

Analysis of total spending in 2012 for commercially insured patients
during an “episode” of chemotheraﬁ

(treatment months through the second mont

y tréatment
after treatment ends)

© Center for Healthcare Quality and Payment Reform www.CHQPR.org
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Large Reductions in Avoidable Hospitalizations

CHQPR -
K\ oA Are Possible

3.0

2.5 2.567
20 2.067
Source: Sprandio JD.
“Oncology patient- .
centered medical home 1.0

and accountable cancer 0.969

care.”
Community Oncology,
December 2010 0.5

ER evaluations per patient per year
e

2004 2005 2006 2007 2008 2009 2010
Year

FIGURE 3 Average emergency room (ER) evaluations at Delaware County Memorial Hospital
of the Drexel Hill office population per chemotherapy patient per year, 2004-2010 (YTD).

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 118



20-50% Non-Adherence to

CHQPR
e Choosing Wisely Ciriteria

Rate of Non-Adherence to Choosing Wisely Guidelines

s of Adh R ——— Do not use routine biomarker tests and
Clinical Oncelogy/American Board of Internal Medicine . .
Choosing Wisely Initiative Among Patients With Cancer advanced imaging to screen for recurrence
With a Large Reg Health Insurer
3 M, 40, Cers e R M, M in asymptomatic breast cancer patients...

By Sows
= e, WA

Avoid anticancer therapy in patients with
advanced solid tumors who are unlikely to
benefit

Do not use white-cell stimulating factors for
patients undergoing chemotherapy with
less than 20% risk of febrile neutropenia

Do not use PET, CT and radionuclide bone
scans in staging early prostate cancer at low
risk of spreading

Do not use PET, CT and radionuclide bone
scans in staging early breast cancer at low
risk of spreading

0% 10% 20% 30% 40% 50%
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Many Opportunities to

I\CHQR .
Improve Care & Reduce Spending

Current
Spending
~ Per Patient
$45,000 ER/Hospi ISi ' issi
lospital | « ED visits and hospital admissions
$40.000 Admissions for chemotherapy-related complications
’ Other * Unnecessarily expensive tests
$35,000 | | services « Unnecessary testing
$30,000 Testin » Unnecessarily expensive drugs
-STNg * Unnecessary drugs
$25,000 | | Avoidable $ « Unnecessary end-of-life treatment
$20,000
$15,000 Drugs
$10000( ( ]
$5 OOO Dru Marin
’
$0 Infusions
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No Payment For Many Services
Essential to Quality Cancer Care

$45,000
$40,000
$35,000
$30,000
$25,000
$20,000
$15,000
$10,000
$5,000
$0

Current
Spending

~ Per Patient

ER/Hospital
Admissions

Other
Services

Testing
Avoidable $

Infusions

* No payment for physician time outside
of facé-to-face visits with patients

No payment for time spent with patients
by non-physician staff (nurses, social
workers, financial counselors, etc.)

* No payment for 24/7 hotline and
triage services needed by patients
experiencing complications

* No payment for extended hours or
open Schedule slots for urgent care
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Failure to Pay for Good Care...

Leads to Costly, Low-Value Services

$45,000
$40,000
$35,000
$30,000
$25,000
$20,000
$15,000
$10,000

$5,000

$0

Current
Spending
Per Patient

ER/Hospital
Admissions

for chemotherapy-related complication

Other
Services

< « ED visits and hospital admissions s]'

—_—

» Unnecessarily expensive tests
* Unnecessary testing

Testing

» Unnecessarily expensive drugs

Avoidable $

* Unnecessary drugs
* Unnecessary end-of-life treatment

* Nspayment for physician time ougstde

of fasg-to-face visits with patienis
No paymsqt for time spent v
by non-ph lan staff
workers, finanthq] co

patients
afses, social
pselors, etc.)

* No payment fgeZ4//M"R_Qtline and
triage servicesS needed by patients
experiengtrig complication

* No payment for extended hour>Qr
open Schedule slots for urgent care
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Mismatch Today

\CHQR .
Between Payment and Services...
$1000 Diagnosis, Choosmg.Therapy, .COL.Jnsellng PHYSICIAN/STAEE
$750 Therapy & Preventlr?g C_Zomphcaﬂons TIME/COSTS FOR
Monitoring & Support CANCER CARE

$1000 HOW ONCOLOGY

PRACTICE IS PAID

$750

Infusion
Infusion
Infusion
Infusion
Infusion

$500
$250
$0

L L

9 10 11 12 13 14 15
POST-TREATMENT CARE
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ASCO Payment Reform Developed

A\CHQR . .
by Oncologists & Practice Managers

e Christian Thomas, MD, New England Cancer Specialists
* Dan Zuckerman, MD, Mountain States Tumor Institute

« Tammy Chambers, Center for Cancer and Blood Disorders THE AMERICAN SOCIETY OF LINICAL ONCOLOGY
« James Frame, MD, CAMC Cancer Center

* Bruce Gould, MD, Northwest Georgia Oncology Center
* Ann Kaley, Mountain States Tumor Institute

« Justin Klamerus, MD, Karmanos Cancer Institute
 Lauren Lawrence, Karmanos Cancer Institute

PATIENT-CENTERED

« Barbara McAneny, MD, New Mexico Cancer Center ONCOLOGY PAYMENT
* Roscoe Morton, MD, Cancer Center of lowa Payment Reform o' Support
° Julle Moran’ Seldman Cancer Center Higher Quality, More Affordable Cancer Care

* Ray Page, DO, PhD, Center for Cancer and Blood Disorders s asl
* Scott Parker, Northwest Georgia Oncology Center

* Charles Penley, MD, Tennessee Oncology

» Gabrielle Rocque, MD, University of Alabama at Birmingham
» Barry Russo, Center for Cancer and Blood Disorders .
« Joel Saltzman, MD, Seidman Cancer Center ASC](-{ -
« Laura Stevens, Innovative Oncology Business Solutions
« Jeffery Ward, MD, Swedish Cancer Institute
 Kim Woofter, Michiana Hematology Oncology

* Robin Zon, MD, Michiana Hematology Oncology

www.asco.org/paymentreform
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Part 1. Higher Payment During Crucial

Diagnosis/Planning Stage
LAdditional $750 PATIENT-
ne-l1ime raymen
for Each New Patient CENTERED
ONCOLOGY
) PAYMENT
$1,200 (PCOP)
$1,000
$800 % - - L == | am | am
CNOomomom O 9
o HEHEE E
= | = - c c
$400 B R 1 =
$200 <fl= <
%0 i | i HE H B
8 9 10 11 12 13 14 15
MONTHS ACTIVE MONITORING
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Part 2. Flexible Care Management
Payments During Treatment

$1,200
$1,000
$800
$600
$400
$200
$0

Care Management Payments

New Patient

Infusion

E&M

Infusion

$200 Monthly

During Treatment Months

Infusion
Infusion

E&M

PATIENT-
CENTERED
ONCOLOGY

PAYMENT

(PCOP)

5 8 9
MONTHS

10 11 12 13 14 15
ACTIVE MONITORING
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Part 3. Smaller Care Management

’?ﬁL\CHQBR
Payments After Treatment Ends
PATIENT-
CENTERED
ONCOLOGY
\ PAYMENT
$1,200 (PCOP)
$1,000
$800 | JIE $50 Care I\/_Ianall\%ement_ Payments
S5 SH S During Active omtorln% onths
$600| N BT ol © Up to 6 Months After End of
z .g .E .g Treatment
$400 a N
$200 =
o3
$0 —
9 10 11 12 13 14 15
ACTIVE MONITORING
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New Billing Codes Will Be Easy for Payers &
Practices to Implement

 New Billing Code for New Patient Treatment Planning

The oncology practice would bill the payer for a $750 payment for each new oncology patient who
begins treatment or active management with the practice.

* New Billing Code for Care Management During Treatment

The oncology practice would bill the payer for a $200 payment for each month in which an
oncology patient is receiving parenteral or oral anti-cancer treatment prescribed by the
practice. This payment would also be made for patients who are in hospice if the oncologist is
the hospice physician.

 New Billing Code for Care Management During Active Monitoring

The oncology practice would bill the payer for a $50 per month payment when an oncology
patient was not receiving anti-cancer treatment but was being actively monitored by the
practice. This would include any months in which treatment was not received before a
treatment regimen was completed and up to six months after the completion of treatment.

« Continuation of Current Billing Codes for Services

The practice would continue to bill the payer for all existing CPT and HCPCS codes (e.g., E&M
services, infusions, drugs administered in the practice, etc.)
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~$2,100/patient more from PCOP;

\\CHQQR
50% Increase from FFS Today
Additional $750 $200 Monthly PATIENT-
fonEe-Tlthe Pa mtentt C%re _Man_lggement Pﬁym%nts CENTERED
or Each New Patien
uring atment onths ONCOLOGY
. PAYMENT
$1,200 (PCOP)
$1,000
$800 | B $50 Care I\/_Ianall\%ement_ Payments
SHS = = During Active omtorln% onths
N KT Kz Up to 6 Months After End of
$600 | B B L) |
- = =1 = Treatment
- E E -
$400 B
$200 s
i
$0
9 10 11 12 13 14 15
ACTIVE MONITORING

© Center for Healthcare Quality and Payment Reform www.CHQPR.org

129



~$2,100/patient more from PCOP;

\CHQR
50% Increase from FFS Today
Oﬁg-gl' iitrirg)en %|a$3n58nt c y $200 Monl:thIIDy : PATIENT-
for Each New Patient %rfrinaﬁnrﬁgnt I\%rrr]]t%rés gﬁggigg\){
d
$1.2 HOW CAN WE AFFORD
*.©  TO INCREASE PAYMENTS TO
$8 5
9 ONCOLOGISTS :
y BY 50%7?7
§§§§§§§§E'§E§EE -
$0 w W 5 w 5 w 5 w i
o1 2 3 4 5 6|7 8 9 10 11 12 13 14 15
TREATMENT MONTHS ACTIVE MONITORING

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 130



Ao

Large Increase for Practices...

$45,000
$40,000
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$30,000
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. Care Mgt _i

[
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E&M
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50% increase
in payments
to oncology

practices
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Large Increase for Practices Is a
Small Increase Iin Total Spending

$45,000
$40,000
$35,000
$30,000
$25,000
$20,000
$15,000
$10,000
$5,000
$0

Current
FFS
Payment

ER/Hospital
Admissions

Other
Services

Testing
Avoidable $

E&M
Infusions

I_I_\I n-E&M

. Care Mgt _i

_ER/Hespital }

Admissions

Other
Services

Testing

Avoidable $

PCOP Pmts

E&M
Infusions

*

<5% increase
in total
spending

50% increase

in payments

to oncology
practices
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Reductions in Avoidable Spending
Will More Than Offset New Pmts

$45,000
$40,000
$35,000
$30,000
$25,000
$20,000
$15,000
$10,000
$5,000
$0

Current
FFS
Payment

ER/Hospital
Admissions

Other
Services

Testing
Avoidable $

Infusions
Non-E&M

. Care Mgt _i

Patient-

Centered
(I)Dncolog%/
-ER/Hospital 4+ — = = T__ailxr_n_e_n__l_ - > 4% reduction
Admissions \. SAVINGS in total
R/Admissions spending
Other
Services r
Service -
: 30% reduction
Testing Tosin ™~ in ER visits &
| Avoidable $ Je—__| g hospital admits
\ 5-7% reduction
— |g spengng :
on drugs & tests
Drugs Drugs ug

PCOP Pmts

E&M
Infusions

PCOP Pmts

E&M
Infusions
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Analysis of PCOP Shows Large
Net Savings from Better Payment

Costs and Savings from Patient-Centered Oncology Payment

Current With Proposed
Average New Payments
THE AMERICAN SOCIETY OF CLINICAL ONCOLOGY Spending Per ﬂnd E5timﬂted
Beneficiary Savings % Change
Month Prior to Treatment
E&M Services 5296 5296
PCOP 5750
During and 2 Months After Treatment
PATIENT-CENTERED E&M Services $2,071 $2,071
ONCOLOGY PAYMENT Infusion Services 51,904 51,904
S PCOP 51,190
Payment Reform to Support
Higher Quality, More Affordable Cancer Care Chemotherapy/Drugs $25,131 $23,372 -7
Lab Tests 5583 5553 -5%
Mo dlis Imaging 51,503 1,428 -5%
ED/Ambulance 5421 5295 -30%
Inpatient 57,100 54,970 -30%
Other 510,920 510,920 0%
Months 3-6 After Treatment
o E&M Services 5120 5120
ASCQ PCOP 5220
American Society of Clinical Oncology Total $50,048 448,089 -3.9%
For 500 New Patients:
Wwwascoorg/paymentreform Additional Practice Revenues 51,080,000
Met Payer Savings $979,802
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How Does the Payer
Know
the Oncology Practice
Will Reduce
Avoidable Spending?



\CHQR

Low Adherence to Appropriate

Use Criteria > Lower Payments

100%
80%
Min%

HIGH

Rate of
Adherence to
Appropriate
Use Criteria

LOW

Rate of
Adherence to
Appropriate
Use Ciriteria

Care Mgt
Payment

New Patient
Payment

Infusion

E&M

American Society of Clinical Oncelogy

] .
= Choosing ASC
- .
= WIser American Society of Clinical Oncelogy

Five Things Physicians
and Patients Should Question

ARIM Fo

The American Sotiety of Clir ) isa medical professional sncalogy . education, prevention,
eivery of high-quality p Asco P id care and mak 2 choices in is and management
of - After ASCO highlights: eqaries of lests, procedures ihose common

“Thesa test and tr2 be

2, when 3 patiantis enrolied in a cinical tial these tasts, traatmants, and procedures
i the

anc

-apy for solid tumor patier with the fol ng characteristics:

an 3 fit from prior rventions, not

r a clinical trial, and no strong evidence supporting t al value of further anti-
er treatment

- Studies show t for solid tumor

+ Enceptions. with 2 those
suggesta

with appropiat pal

Don’t perform PET, CT, and radionuclide bone scans in the staging of early prostate cancer
at low risk for metastasis.

+ Imaging with PET, CT, - inthe cancer types. However, these tests are ofien used in the staging
evaluztion of fow-ris y sunvival,
+ Bvidence does staging of newy diagnosed low grade carcinoma of the pr Tie/T2a. prostate-specifi

antigen (PSA) <10 ngirm. q sk of distant metastasis.
- Umecessary .

Don't perform PET, CT, and radionuclide bone scans in the staging of early breast cancer
at low risk for metastasis.

+ Imaging with PET, CT, e inthe cancer types. However, these tests are often usad in the staging
evaluation oflow-risk ite 2 lack of evi i i ic i sunvival
for example. there is i benefitfor the use of PET, T, or radionuckde bone scans in asymptomatic
in sty (OCIS), or stage lorl disease.
Innecessary imaging can I e

Don't perform surveillance testing (biomarkers) or imaging (PET, CT, and radionuclide

bone scans) for asymptomatic individuals who have been treated for breast cancer with

curative intent.

- Surveilance testing with serum tumor markess or imaging Jorectal). However for bres
Gancer that has been 3 s o
tumar markers in asymptomatic patients.

+ Falsepositive to e - unnecessary radiat and misfiagnosis.

Don't use white cell stimulating factors for primary prevention of febrile neutropenia for

patients with less than 20 percent risk for this complication.

- asC factors when the ik secondary & hematherapy
regimen, ety . programs

- Exceptions should be made when Using Feqimans that Rave 3 IOKE! EhaRCa of c2using fabrila NEUTGpania it is determined that the patient is athigh sk
for e, or di
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Adjustment to Payment

Based on ED/Hospital Use

Target Rate

GOOD HIGH LOW
Achieve tigh Rate
of ED Visits
Target Rate | | 5nq Hospital
for ED Visits Admissions Low Rate of
and Hospital ED Visits and
Admits Admits

)

) 2

¥
EOE

Care Mgt
Payment

New Patient
Payment

Infusion

E&M

Infusion

E&M

Care Mgt
Payment

New Patient
Payment

Infusion

E&M
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How Is Medicare Proposing to
Improve Oncology Payment?

CENTERS FOR MEDICARE & MEDICAID SERVICE

s s
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE

Oncology Care Model
Overview and Application Process

Centers for Medicare &
Medicaid Services
Innovation Center (CMMI)

February 19, 2015
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Starting with the

NCHQPR -
o Current Gap In Payments...

$1200 PHYSICIAN/STAFE
$900 TIME/COSTS FOR
CANCER CARE
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— 2
o [FAN
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OCM: More $ During Treatment ..

$1200
$900
$600
$300

$0'

$1200
$900
$600
$300

$0

Infusion

ol & M|

PHYSICIAN/STAFF
TIME/COSTS FOR
CANCER CARE

HOW ONCOLOGY
PRACTICE IS PAID
: IN CMMI OCM PROGRAM

Infusion
Infusion
Infusion

Infusion

! $960 in New Payment (6 x $160)
for each 6 Month “Episode”

E&M
(o) R E&M

/7 8 9 10 11 12 13 14 15

THS POST-TREATMENT CARE
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OCM: More $ During Treatment +
Shared Savings on Total Spending

$1200

$900
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$300

$1200
$900
$600
$300

$0

PHYSICIAN/STAFF
TIME/COSTS FOR
CANCER CARE

IN CMMI OCM PROGRAM
Shared Savings on Total Cost

! $960 in New Payment (6 x $160)
for each 6 Month “Episode”

+ 1 Shared Savings Payment | HOW ONCOLOGY
y _ _ \ PRACTICE IS PAID

Infusion
Infusion

(Bl F & M
E&M

7 8 9 10 11 12 13 14 15
POST-TREATMENT CARE

© Center for Healthcare Quality and Payment Reform www.CHQPR.org

141



Ao

Extra Payments Are Made for
Fixed 6 Month Episodes

$1200]
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$300
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0 |1

“6 MONTH EPISODFE’
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TREATMENT MONTHS

3

6

7

An “episode” starts
when chemotherapy starts
and lasts 6 months
even if chemotherapy ends sooner

9 10 11 12 13 14
POST-TREATMENT CARE
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What Happens If One of the Patient’s
Treatments iIs Delayed?
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Many patients have
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because of side effects
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Logic Would Say That It's Now a
Longer (7 Month) Episode
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But CMMI Says It's a New Episode
With $960 More in Payments

\\CHQBR
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And Shared Savings Is More Likely
With Same Spending in 2 Episodes
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Undesirable New Incentives for
Oncology Practices
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Bottom Line on the CMMI

\CHQPR
N “Oncology Care Model”

 What's Good: $160/month extra payment for practices
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Bottom Line on the CMMI
“Oncology Care Model”

 What's Good: $160/month extra payment for practices

« What's Bad:

— Burdensome requirements for service delivery and quality measures

— Could encourage delaying treatments in order to receive more
PMPM payments & shared savings

— Could encourage stinting on care to achieve shared savings

— Oncology practice is accountable for all spending on their patients,
even for health problems unrelated to cancer

— Target spending level is based on historical spending for the practice’s
own patients, so it rewards practices that are currently overusing and
managing patient care poorly

— Effectiveness of methodology for adjusting spending targets to deal
Wlthknew drugs, new evidence about effectiveness of treatments, etc. is
not known.

\CHQR
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Basic PCOP Model Improves But

WCHQR
\an Does Not Replace Current FFS
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for Each New Patient During Treatment Month
uring tre > ONCOLOGY
. PAYMENT
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New Fee Codes Easy to Implement
But Preserve a Complex System

50+ Current Billing Codes

99211 Established Patient Office Visit — Level 1
99212 Established Patient Office Visit — Level 2
99213 Established Patient Office Visit — Level 3
99214 Established Patient Office Visit — Level 4
99215 Established Patient Office Visit — Level 5
99231 Subsequent Hospital Care — Level 1
99232 Subsequent Hospital Care — Level 2
99233 Subsequent Hospital Care — Level 3
96401 Subcutaneous chemotherapy administration
96402 Subcutaneous chemotherapy administration
96405 Intralesional chemotherapy administration
96406 Intralesional chemotherapy administration
96409 Push chemotherapy administration

96411 Push chemotherapy administration

96413 Infusion chemotherapy administration
96415 Infusion chemotherapy administration
96416 Infusion chemotherapy administration
96417 Infusion chemotherapy administration
96420 Intra-arterial push chemotherapy

96422 Intra-arterial infusion chemotherapy
96423 Intra-arterial infusion chemotherapy
96425 Intra-arterial infusion chemotherapy
96440 Pleural cavity chemotherapy

96446 Peritoneal cavity chemotherapy

96450 CNS chemotherapy

96521 Refilling and maintenance of portable pump

96522 Refilling and maintenance of implantable pump

96523 Irrigation of implanted venous access device

96542 Chemotherapy injection via subcutaneous reservoir

96549 Unlisted chemotherapy procedure
79005 Oral radiopharmaceutical therapy
79101 Radiopharmaceutical infusion

79200 Radiopharmaceutical intracavitary administration

79300 Radiopharmaceutical therapy

79403 Radiopharmaceutical therapy infusion
96365 Intravenous infusion, non-chemotherapy
96366 Intravenous infusion, non-chemotherapy
96367 Intravenous infusion, non-chemotherapy
96368 Intravenous infusion, non-chemotherapy
96369 Subcutaneous infusion, non-chemotherapy
96370 Subcutaneous infusion, non-chemotherapy
96371 Subcutaneous infusion, non-chemotherapy
96372 Injection, non-chemotherapy

96373 Intra-arterial injection, non-chemotherapy
96374 Intravenous push, non-chemotherapy
96375 Intravenous push, non-chemotherapy
96376 Intravenous push, non-chemotherapy

96379 Unlisted injection or infusion, non-chemotherapy

96360 Intravenous infusion, hydration
96361 Intravenous infusion, hydration

+ 4 New Codes

1. New Patient
Treatment
Planning

2. Care
Management
During
Treatment

Care
Management
During Active
Monitoring

+ -

4. Participation in
Clinical Trials
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PCOP Option A: Consolidate
Existing & New Codes

50+ Current Billing Codes

99211 ESWQlished Patient Office Visit — Level 1
99212 EstabMsged Patient Office Visit — Level 2
99213 EstablisheMPatient Office Visit — Level 3
99214 Established Pa{ent Office Visit — Level 4
99215 Established PatieNOffice Visit — Level 5
99231 Subsequent HospitalSare — Level 1
99232 Subsequent Hospital Cawg Level 2
99233 Subsequent Hospital Care —Wvel 3
96401 Subcutaneous chemotherapy adWjnistration
96402 Subcutaneous chemotherapy adminsation
96405 Intralesional chemotherapy administratiOR
96406 Intralesional chemotherapy administration
96409 Push chemotherapy administration

96411 Push chemotherapy administration

96413 Infusion chemotherapy administraije
96415 Infusion chemotherapy adminigsfation
96416 Infusion chemotherapy adip#iistration
96417 Infusion chemotherapy gministration
96420 Intra-arterial push gj@#motherapy

96422 Intra-arterial infy#fon chemotherapy
96423 Intra-arterigl#ifusion chemotherapy
96425 Intra-artg#fal infusion chemotherapy
96440 Pleydl cavity chemotherapy

96446 peritoneal cavity chemotherapy

96440 CNS chemotherapy

96521 Refilling and maintenance of portal# pump
96522 Refilling and maintenance of ingfantable pump
96523 Irrigation of implanted venoy# access device
96542 Chemotherapy injectiong#fa subcutaneous reservoir
96549 Unlisted chemotherg#y procedure

79005 Oral radiophar eutical therapy

79101 Radiopharmg€eutical infusion

79200 Radiophg#fnaceutical intracavitary administration
79300 Radjg#harmaceutical therapy

79403 pafliopharmaceutical therapy infusion

963 Intravenous infusion, non-chemotherapy

g#366 Intravenous infusion, non-chemotherapy

9®E7 Intravenous infusion, non-chemotherapy

96368 ptravenous infusion, non-chemotherapy

96369 SMgutaneous infusion, non-chemotherapy
96370 SubcWneous infusion, non-chemotherapy
96371 Subcutan®us infusion, non-chemotherapy
96372 Injection, no emotherapy

96373 Intra-arterial injeC%Qn, non-chemotherapy

96374 Intravenous push, nONchemotherapy

96375 Intravenous push, non-chmotherapy

96376 Intravenous push, non-chen&erapy

96379 Unlisted injection or infusion, nodghemotherapy
96360 Intravenous infusion, hydration

96361 Intravenous infusion, hydration

< 10 New Codes

*New Patient
Payment

* Treatment
Month
(4-6 Levels)
» Patient
characteristics

* Treatment
characteristics

e Transitions

e Clinical Trials

* Active
Monitoring
Month
(2 Levels)
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PCOP Option A: Consolidated Payments

QCHQPR .
k\ o Match Service Costs

i PCOP:
One-Time :
New Patient Payment Acuitv-Adiusted Option A

Treatment Month Payments

$ / Active Monitoring Month Payments
r_lr_lr_lr | r7
= | |
| Ly | ! =
— o= e o= o= =
m - +— - e -+
al = | ot = [ ot =
NEEHBHE =
dEHEEEEHEEE
ZR<BS<BSBEB<BEBRBSEBERERE
@ Q (5] 1)) i @ — — P
S EEEEEEEEE o e
o E @ S S @ d H E A M H E =
FE-FE-—ECE=H-E=0=0=R:R:0:0°E i
o1 2 3 4 5 6|7 8 9 10 11 12 13 14 15
TREATMENT MONTHS ACTIVE MONITORING
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PCOP Option B:

Bundled Monthly Budgets

Patient- PCOP
Current Centered Consolidated
FFS Oncolog Payments for
Payment Paymen ncology.
4 (Basic Model) Practice Services
$ ER/Hospital | o | SAVINGS | 1 SAVINGS !
Admissions ER/Admissions ER/Admissions
Other m rgr\éed h
. Other Other
Services |Management | garices Services
Testing Testing Testing
| Avoidable $ [®
Appropriate
Ugg CPiteria
for Drugs,
Drugs Tests, EOL Drugs Drugs
Additional
Payments
] tOP nCPIogy """""""""""""
Drug Margin ractice Monitoring Mo.
E&M I I Treatment Mo.
Infusions Infusions ME New Patient

Non-E&M

! _Care Mgt _,

PCOP
Virtual

Budgets for

Oncolo
Caregy
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Hill Physicians Group

A\CHQR
Oncology Case Rate (OCR) Model

« Monthly bundled payments cover oncology practice services to patients and cost of
drugs administered

* No prior authorization for drugs included in bundled payments
* Risk-stratified into 9 types of cancer and 4 phases of treatment
» Stop-loss for unusually expensive patients

 Payment amount increased by up to 10% for performance on
— ASCO QOPI measures
— ED visits and hospital admissions/days
— Patient experience
« Payment amounts adjusted to accommodate new treatments, new evidence,
experience in redesigning care

e Succeeding in controlling the cost of cancer care
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Arthritis and Cancer Are Just Two

\\CHCER . .
of Many Conditions Patients Have

Other Conditions (23%)

Mental lliness (4%)
Trauma (6%)

Brain and Nervous System (7%)

Diabetes, Endocrine (8%)

Joints, Back, Bones (8%)

COPD, Asthma, Pneumonia (9%)

Medicare Spending

Cancer (12%)

Heart/Circulatory Conditions (23%)

TODAY
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Savings Needed for All Conditions

In Order to Truly Impact Costs

Medicare Spending

Other Conditions (23%)

SAVINGS FOR MEDICARE

Mental lliness (4%)

Trauma (6%)

Fewer Avoidable Hospitalizations
Fewer Complications
Reduce Costs of Treatments

Brain and Nervous System (7%)

Fewer Avoidable Hospitalizations

Diabetes, Endocrine (8%)

Fewer Complications

Fewer Complications

Joints, Back, Bones (8%)

Fewer Avoidable Hospitalizations

COPD, Asthma, Pneumonia (9%)

Fewer Infections, Complications
Reduce Cost of Treatments

Cancer (12%)

Fewer Avoidable Hospitalizations

Heart/Circulatory Conditions (23%)

Fewer Avoidable Hospitalizations
Early Diagnosis and Treatment

Fewer Avoidable Hospitalizations
Reduce Cost of Treatments

TODAY

FUTURE
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All Specialties Need to Be Involved
and Paid in Better Ways

Medicare Spending

Other Conditions (23%)

Mental lliness (4%)

Trauma (6%)

Brain and Nervous System (7%)

Diabetes, Endocrine (8%)

Joints, Back, Bones (8%)

COPD, Asthma, Pneumonia (9%)

Cancer (12%)

Oncolo

Radiology, S
Gastrog%terglrgg;y

Heart/Circulatory Conditions (23%)

SAVINGS FOR MEDICARE

Fewer Avoidable Hospitalizations
Fewer Complications
Reduce Costs of Treatments

Fewer Avoidable Hospitalizations

Fewer Complications

Fewer Complications

Fewer Avoidable Hospitalizations

Fewer Infections, Complications
Reduce Cost of Treatments

Fewer Avoidable Hospitalizations

Fewer Avoidable Hospitalizations
Early Diagnosis and Treatment

Cardiolog

Cardiac Sy

rgery

ascular Surgery

Primary C

are

Fewer Avoidable Hospitalizations
Reduce Cost of Treatments

TODAY

FUTURE
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The CMS Models Are NOT

WCHQPR _
\ao the Only Way to Define APMSs

Primary Care Medical Home

CMS Episode Payment to Hospital
APM T Upside-Only Shared Savings
Models “Two-Sided Risk” Shared Savings

 Full-Risk Capitation
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There are More & Better Ways to Create

RCHQPR
WCHaR Physician-Focused APMs

Primary Care Medical Home
Episode Payment to Hospital
Upside-Only Shared Savings

www.PaymentReform.org “Two-Sided Risk” Shared Savings
Full-Risk Capitation
AMAR Wi
A GUIDE TO APM #1: Payment for a High-Value Service
PHYSICIAN-FOCUSED . L
ALTERNATIVE PAYMENT APM #2: Condition-Based Payment for a

Physician’s Services
APM #3. Multi-Physician Bundled Payment
APM #4: Physician-Facility Procedure Bundle
APM #5: Warrantied Payment for Physician

Financially Lower Services
Spending

MODELS

Viable
Practices forPayers APM #6: Episode Payment for a Procedure

APM #7: Condition-Based Payment
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Payment for a High-Value Service

APM #1:

APM #1: PAYMENT FOR A HIGH-VALUE SERVICE at

Goal of the APM:

Pay physicians for delivering desirable services that are not
currently billable in order to avoid the need for patients to
raceive other, more expensive services.

zation is much higher than the target level, the physi-
cian practice could be ineligible to bill for the new code.

6. Updating Payments Over Time. The payment

amount for the new service code would be increased
each year based on inflation, and the payment amount

return home (o return ta the facility where they resided)
rather than being admitted to the hospital. The rate at
which the patients of the emergency medicine practice or
emergency department are admitted to the hospital would
be measurad and compared to a target level, and a quality
indicator, such as the rate of raturns to the ED, would also
be measured, with both rates risk-adjusted based on ci

il
and other characteristics of the patients. The amounts paid

to the emergency physicians for discharge planning and
coordination would be adjusted up or down based on per-

Difference from Qther Payment Models:

 In contrast to typical pay-for-performance programs, the
physician practice would be paid for the additional ser-
wvices it neads to deliver in order to improve quality or
reduce total costs.

In contrast to a typical shared savings program, an indi-
vidual physician practice’s payments would not be ex-
plicitly tied to how much money that practice saved the
payer. Instaad, the physician practice would be paid

Components of the APM:

1. Continuation of Existing FFS P4
practice can continue to bill and

mamicteem o Continuation of existing FFS payments

2. Payment for Additional Servic
be paid for one or more specific
of services that are not currently

memernieed o Payment for additional services

vices was delivered. This may bg
that is not cumrently billable or a
describe the service or a combin
ment amount is defined for the

mmeesos o Measurement of avoidable utilization
and/or quality/outcomes

3. Measurement of Avoidable Uti
other servicas are identified that|
be avoided or controlled by deli
services. Utilization of these seny
patients is measured ta determi
utilization. A target level of avoil
fined based on what is known tol

semecmnsid o Adjustment of payment amounts

the target level to determine whi
tice is above or below the target|

based on performance

r apprc ices, and the pay-
y by spending less on avoidable
jents in all participating practices)
jpayments made to all practices par-
‘A physician practice that already

Jtes of avoidable utilization by deliv-
ut adequate payment would be able
| payment in order to sustain that

it having te further reduce avoidable
sician practice that had an unusual-
able utilization would need to make
5 in order to receive the additional

adjustad to reflect patient charad ra
zation but are outside the physi brvice
4. Measurement of Quality/Outc
be avoided are undesirable (e.g.} . . Dapg, '
or complications following a prof =
e ] ® atin avments over time
Howavar, if the services are somd
able and sometimes undesirable}
there may also need to be one of Accountability
measures of quality, outcomes, WOUId BE ad]usted Up of 00wWn Dasad o That partor Tacmmes, 1es Cont: ?nrlllng
order to ensure that only the undesirable/unnecessary v e b . ¢ Deliverin:
senvices are baing reduced. A target level for th quality/ mance measure. The practice’s visit/admission rate Other Fractices Healthcare Quoldable
outcome measures or consistency with appropriateness would be risk-adjustad basad on the types of cancers ani De\i\grlr? ities Services P [}
criteria would be defined basad on what is known to be treated and the toxicity levels of the treatments used Healthears to the Patients
achievable by physician practices with similar patients is one of the elements of the Amarican Seciety of
Clinical Oncology's proposal for Patient-Centerad ervices
and similar resources logy’s prop i
Oncology Payment.5 to the Patients New Service Payment
5. Adjustment of Payment Amounts Basedon - o TRl | -

Performance. If the practice’s rate of avoidable utiliza-
tion and quality is within normal statistical variation
around the target levels, it receives the standard payment
amount for the new code. If the practice’s rate of avoida-
ble utilization is significantly higher than the target level
or if quality is significantly lower, the payment amount for
the new service would be reduced. If utilization is signifi-
cantly lower or quality is significantly higher, the payment
amaount would be increased. If the rate of aveidable utili-

Payment for Services to Support Safely Discharging
Emergency Room Patients without Hospital
Admission. Under this APM, in addition to current
E&M services payments, emergency physicians could bill
and be paid for discharge planning and coardination
sarvices for inthe emergency

The emergency physician would have the flexibility to
use this additional payment to support additional physi-
cian time or additional staff to help appropriate patients

A Guide to Physician-Focused Alternative Payment Models 6

Pl'pvsltlan Fee-for-Service
ractice Payments to,
Revenue Physician Practice

Fee-for-Service
Payments to.
Physician Practice

Unpaid Service |/
!
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APM #7:
Condition-Based Payment

s Benefits of the APM: * Condition-Based Payment for Chronic Disease
APM #7: CONDITION-BASED PAYMENT » The patient would benefit by receiving more coordinatad Management. Under this APM, a primary care

: * - practice or a partnarship batween a primary care
«care for their health problem and by the ability to receive o . "
different types or amounts of services than are possible practice and specialty practice would bill for a monthly

) y payment for management of a patient’s chronic disease,
Goal of the APM: Eﬁn‘tan';“"ﬂ‘:;' Eﬂfﬁ?ﬁﬁﬂiﬁéﬁiﬁ'ﬁ'ﬁs‘;ﬁ?m"' under the current payment systam. such as asthma, COPD, diabatas, or heart failure. The

Give physicians and other providers who are delivering care ® The payer would benefit by paying less for care of the payment would cover all of the physicians’ services
to patients for an acute or chronic condition the flaxibility ¢ Hybrid Prospective/Retrospactive Payment. A patient’s condition than the payer would have expectad related to the chronic disease, including office visits, all
nd accountability to deliver the most appropriate traat- third alternative is for a subset of the providers to be to spend in total for all of the services delivered for the tests and therapies ordered for treatment of the disease,

« Payment based on the patient’s health condition

« Payment covers multiple treatment options delivered
by the physician(s) and other providers

« Payment amounts stratified based on patient needs

e Outlier payments and risk corridors to address random
variation and unusually expensive patients

« Measurement of appropriateness, quality, and/or
outcomes

* Adjustment of payments based on performance
e Updating payment amounts over time

proach to implementing the Condition-Based Payment odically adjusted based on an assessment of the costs of To The Procedure _ &Entities_ Pﬂ'ﬂied .
is “retrospective recondiliation.” The Condition-Based delivering care to the patients with the condition to en- aymen
Payment s treated as a budgat, the providers continue sura that the payments areadequate butnohigherthan [ | —-o-eod
to bill the payer for their individual services and they necessary. PFhFS Paymlgmgtm P mentto
are paid by the payer under the existing payment sys- lysician Fractice
tems, and those payments are totaled by the payer and Physlclan | | for Treatment Option 1 e tor
compared to the budget. Then, if the fee-for-service Revenue FFS Payments to (Any Option)
billings are less than the budget, the payer pays the £ F_‘rhyslclan Plact\_ce
difference batween the billings and the budget to the for Treatment Option 2
Alternative Payment Entity; if the fee-for-service billings UnpaidOptions |
___forfreatment___ |
A Guide to Physician-Focused Alternative Payment Models 18 © American Medical Association and Center for Healthcare Quality and Payment Reform 19
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Many Specialties Working on
Alternative Payment Models

. Opportunities i  Barriers in ii  Solutions via

. to Improve Care Current .1 __Accountable

_iand Reduce Cost___ii Payment System___i: Payment Models_:

te Use less invasive i1 Payment is based on !!e Condition-based !

) i procedures 11 procedure is used, i1 payment for stable |
Cardiology { when appropriate .1 not the outcome {1 angina ;
i« Reduce exacerbations: i+ No payment for patient ;* Condition-based i

. _of heart failure .1 _education & care mgt {: payment for HF 5

1» Reduce infections 11e No support for shared i Bundled and !

Orthopedic i and complications of :: decision-making 11 warrantied payment |
. surgery ie Lack of resources for || for surgery !

Surgery {e Use non-surgical i good home-based _ :i*Condition-based . -
_care instead of surgeny! Care, patient education | Payment for arthritis

1» Avoid unnecessary  ::e No flexibility to i 1o Condition-based i

i hogpitalizations for ~ :: spend moré on 11 payment for epilepsy:

Neurology . epilepsy patients 11 preventive care 11+ Episode or condition-
i Reduce strokes and iie No payment for patient| based payment for

i heart attacks after TIA:: education & care mgt ;i TIA ;

Reduce use of - Similar/lower ' Condition-based

. elective C-sections  !i payment for ¥ Payme?t . |

OB/GYN -+ Reduce early | vaginal deliveries i ONIOE CORLOT k|
1 deliveries an P 1 pregnanc i

i use of NICU ¥  preg y i
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Other Examples of Specialty-
Specific Payment Models

Opportunities | Barriers in ii  Solutions via

i to Improve Care ! Current .1 __Accountable
_..and Reduce Cost_i: Payment System i: Payment Models

i+ Reduce ER visits { {* No payment for 1o Joint condition-

. . and admissions for  {i Phone consults \1 based payment

Psychiatry | patients with Wi S .1 to PCP and
i depression and i 1+ No payment for 11 psychiatrist

._chronic disease i RN care managers ;. |
i» Reduce unnecessary ! i+ No flexibility to focus ::e Population-based |
i colonoscopies and ~ i extraresourceson . paymentfor colon
Gastroenterology | : colon cancer 1+ highest-risk patients i cancer screening |
i» Reduce ER/admits for: i« No flexibility to spend ! !s Condition-based pmti
. inflammatory bowel d.i: more on care mgt i+ for IBD i
ie Reduce ER visits i1 Noiﬁ)ayment for care iie Payment for care
o | | gnﬂ %dm!ssmns for 11 Imadagement SEIVICES |1 management svcs !
ncolo . dehydration i 1 Inadequate payment !, i :
gy | y x A nos£a¥1d |i» Accountability for |
:» Reduce overuse of i} tregtment planning i hospital admissions |
|_tests and drugs L i &use of guidelines
'+ Reduce avoidable 1 1e No payment for nurses i Monthly payments |
: hospitalizations for  !! to work with chronic : for chronic tare ;
Primary Care . chronic disease pts | disease patients {1 Mmanagement !
i« Reduce unnecessary :isNo pa?/ment for phone::* Ea ments.ta support:
. tests and referrals ~ :: consults w/ specialists partn_g s%?lpaSISt |
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Instead of a Vision That Won't

\CHQPR .
K\ Work and Patients Don’'t Want...

What CMS’s Vision
Appears to Be

Primary Care
from a
Medical Home

“Coordinated”

Everything Else Low Quality
PATIENT »  froman High-Priced
ACO
Health Care
Joint
Replacement
from a

Hospital

© Center for Healthcare Quality and Payment Reform www.CHQPR.org 165



Pursue a Vision That Will Benefit

\CHQR . .
\ Patients, Providers & Payers
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Pursue a Vision That Will Benefit
Patients, Providers & Payers

A Better Vision

- Accountable
HEALTHY " Prlrpary Care Medical
PATIENTS roma Home
Medical Home Payment

Center for Healthcare Quality and Payment Reform
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Pursue a Vision That Will Benefit

Patients, Providers & Payers
A Better Vision

- Accountable
HEALTHY " Prlrpary Care Medical
PATIENTS roma Home
Medical Home Payment

PATIENTS —> PCP Condition-
S —
PROBLEM —»  Specialist Payment

L\CHCER
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Pursue a Vision That Will Benefit
Patients, Providers & Payers

A Better Vision

: Accountable
HEALTHY " Pnrpary Care Medical
PATIENTS roma Home
Medical Home Payment
PATIENTS —> PCP ition-
WITHA : :>[ “Baseq" J
PROBLEM > Specialist Payment
Accou_lr_lé%l%l]e Care ( Multi- \
PAV'I\'/III;Z|_I|§||TS _______________________________ %ondltlo?
i : aymen
MULTIPLE > PP _ Tor
HEALTH . Specialist Risk-Adjusted
PROBLEMS . Specialist___; Global
___Specialist | \__Payment )/
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Learn More About Win-Win-Win
Payment and Delivery Reform

www.PaymentReform.orq

Harold [, Miller

HOW TO CREATE
ACCOUNTABLE CARE
ORGANIZATIONS

o CHEH ons

Transitioning
to Accountable Care

|NCREMENT)\L PAYMENT REFORMS
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MORE AFFORDABLE HEALTH CARE
‘ Harold [ Miller
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http://www.paymentreform.org/

CENTER FOR
HEALTHCARE
QUALITY &

¥ PAYMENT REFORM

For More Information:

Harold D. Miller

President and CEO
Center for Healthcare Quality and Payment Reform

Miller.Harold@ CHQPR.org
(412) 803-3650

www.CHQPR.org
www.PaymentReform.org
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