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Key cllnlcal and financial concepts:

The road to accountable care

Mark D. Crockett, MD FACEP

Chief Medical Officer, Accountable Care Solutions
Optum



The context for the ACO discussion re: IPA’s

Social Security, Medicare and Medicaid will

consume larger percentage of GDP
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Where do we spend the money?

Other professional  Dental, 4%

services, 6% Nursing home care, 6%
\" Home health, 3%

Hospltal care, 31%

Rx drugs, 10%

Physlclan/clinical
services, 21%

Other retall products, 3%

Program administration,
7%

 Governmentpublic
health activitles, 3%

g Investment, 7%
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Market change will take many forms...

Community by community

Integrated

Cumulative sr;/esatlle;[rr;\-
addressable market Global market risk model focus
A
Professional services risk model
PrO\si:(élareer Episode of iliness payment
Payment
Models

Bundled services payment

Optimizing total
population health

® ® >
Sole Virtual Independent Physician Multi-specialty Fully-integrated
practitioners community practice hospital group delivery
networks associations organizations practices systems

Care Provider Practice Models
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The “gap” in migration to value-based payment

A

Fully integrated &
coordinated care Future

Operate and expand
risk management

Transition to
value-based payment

Present

Manage today'’s risk &

Volume-driven prepare for the future

fragmented care

>

Discounted Various risk-based Global
fee for service contract forms payment

T ... W
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Delivering on the promises of connected,
intelligent, aligned communities

Accountable Care Assessment

¢ Organizational Readiness

e Financial Feasibility

¢ Network Viability

Governance & Organizational

Alignment

e Strategy and Governance

e ACO Structure

e Organizational Alignment and
Planning

Actuarial and Financial Modeling

e Population Cost Modeling
¢ Physician Compensation

e Payer Contract Model and
Validation

Analytics and Performance Reporting

e Performance monitoring (cost, quality,
outcomes, satisfaction)

e Assessing Population Risk

Connectivity & Provider/Consumer Communication

e Integration of Administrative and Clinical
systems and existing HIEs

Care Management Support

e Care Coordination Support Services

— Patient Centric Services ranging from
Referral Management to End of Life

Network Management & Operations

« Network Performance Management Services
e Out-of-Area Network Augmentation

Provider Sponsored Health Plan Support

e TPA services
e Stop Loss Insurance
¢ |Insurance Licensure

Evidence based guidelines
Care Coordination

Web Portal (physician and patient) support

Patient Engagement Services

TPA Services
Fee for Service Revenue Cycle Solutions

Member Marketing Services
Member Servicing & Billing

Payer Alignment

e Payer alignment with Health System Population Health Risk Capabilities
« Performance monitoring across a predefined set of metrics
e Case studies demonstrating Health System ability to manage Population Health Risk



Ownership of physicians creates focus on clinical
Integration
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“Generally the approach to clinical integration
must constitute a credible strategy and
operational capability resulting in clinical
efficiency and improved outcomes across the
contracting organization, not an attempt to
gain leverage through contracting at scale.”



Clinical integration: A review

* Sherman act: Anti-trust » Other factors
 1982: Arizona v. Maricopa County — Stark
Medical Society — CMP

— “maximum fee schedule” for a broad — Anti-Kickback
area, creating a price fixing problem — Corporate Practice of Medicine/State
: regulation
« 1988: Hassan v. IPA — Established J
PR woeo — Etc.
the concept of a “legitimate” joint
venture
— Not for the broad purpose of fixing
pricing
— Legitimate joint venture based on an

attempt at clinical efficiencies and cost
reduction

— In this case physicians in the IPA
shared both upside and downside risk

o
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Clinical integration: A valid business cycle

Health plan efficiencies fund Cl Governance sets performance
clinical integration efforts and quality targets and rewards
and incentives high performance

Further metrics and
incentives developed in Employers and patients benefit
conjunction with payers, : from reduced costs
patient organizations and and efficient, quality care

providers
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Governance and leadership

Executive Oversight
(Board)

Physician Clinical and
Leadership Operational Leadership

Hospital

Medical
Group

Clinical Financial Operations, IT Physician

research and contracted Legal, Connectivity | Engagement
execution cost analysis Marketing Solutions

Integrated processes
Payer

Clinical and best practices

Data integration

Metrics and reporting

financial and operational leadership and staff

Representatives from all partners including clinical,

Clinical
Initiatives

||| T2 | 13]| TX]
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Questions for testing clinical integration

* What do the physicians plan to do together from a clinical standpoint?
— What specific activities will (and should) be undertaken?
— How does this differ from what each physician already does individually?
— What ends are these collective activities designed to achieve?

* How do the physicians expect to accomplish these goals?
— What infrastructure and investment is needed?
— What specific mechanisms will be put in place to make the program work?
— What specific measures will there be to determine whether the program is working?

* What basis is there to think that the individual physicians will actually attempt to
accomplish these goals?

— How are individual incentives being changed and realigned?
— What specific mechanisms will be used to change and realign the individual incentives?

o
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Questions for testing clinical integration

* What results can reasonably be expected from undertaking these goals?

— Is there any evidence to support these expectations, in terms of empirical support from the
literature of actual experience?

— To what extent is the potential for success related to the group’s size and range of
specialties?

* What does joint contracting with payers contribute to accomplishing the program’s
clinical goals?

— Isjoint pricing reasonably necessary to accomplish the goals?
— In what ways?

« To accomplish the group’s goals, is it necessarily (or desirable) for physicians to
affiliate exclusively with one entity or can they effectively participate in multiple
entities and continue to contract outside the group?

o
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Contract to the opportunity:
The financial analysis process

Four Step Process:

Determine baseline \§ Estimate potential Develop gross

Calculate net shared

utilization and optimization of shared savings : .
Bavings opportunities

expenditures service utilization scenarios
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Demographics and population cost distribution
by major practice category

Cost & Utilization Distribution By Claim Type

Commercial Population
October 1, 2009 - September 30, 2010

18.0%
16.0% - . o { @ Professional —
. The top 5 disease/condition L apn
14.0% 1 categories account for s
12.0% approximately 51% of total . @ Outpatient
10.0% - cost of care . ® Inpatient
8.0%
6.0%
4.0%
2.0%
0.0%
=
9‘3‘6@ <
&
-2
N
by
@
o
&
Major Practice Categories (MPCs) are based on the diagnosis on claims data. They do not ol
represent specific provider specialties. For example, claims submitted by family practice é,}@
providers for treating diabetes cases would be placed in the Endocrinology MPC. %ﬂ-
S
© Pomm— . T - I ... e .
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Understanding your community vs. your census:

Atlanta, GA

Health Status

Atlanta, GA 75.5 Atlanta, GA 22.0% Atlanta, GA 20.0% Atlanta, GA 6.4%
National Avg 76.6 National Avg 23.2% National Avg 22.0% National Avg 7.3%
1 Std Dev Range 75-78.3 1 Std Dev Range 20.2 - 1 Std Dev Range 18.4 — 1 Std Dev Range 59-8.7%
X 26.1% 25.7% X
National Max 80.3 National Max 10.9%
- - National Max 31.4% National Max 31.9% - -
National Min 71.2 National Min 3.5%
X National Min 15.3% National Min 7.2% X
Ranking 75 Ranking (out of 230
(out of 306) Ranking (out of 204 Ranking (out of 224 306)

Triple Aim Status

Maximum composite ranking is 9, minimum ranking is 1. A higher composite ranking represents more opportunity for improvement
Quality

Composite
Ranking

306)

Most
Unfavorable
Measure

Knee
Replacements

306)

Satisfaction

Atlanta, GA 2.6 per 1k Medicare

Enrollees
7.0

National Avg 3.7 8.8

1 Std Dev

Range 26-4.8 6.9-10.7

National Max 7.2 14.6

National Min 1.6 35

Ranking (out

of 306) 247 253

- Most " Most
ggnmk[i)r(])sne Unfavorable ggnmk;i)rc])sne Unfavorable
9 Measure 9 Measure
Mammaography Average Life
Atlanta, GA 3.7 Screening Atlanta, GA 3.0 Expectancy
61% 75.5
National Avg 3.6 63% National Avg 3.6 76.6
1 Std Dev ) 0 _ 0 1 Std Dev ) )
Range 2.4-4.7 57.5% — 68.8% Range 2.0-53 75-78.3
National Max 7.3 76% National Max 8.7 80.3
National Min 1.6 49% National Min 1.2 71.2
Ranking (out Ranking (out
of 306) 101 111 of 306) 122 75

Confidential property of Optum. Do not distribute or reproduce without express permission from Optum. 17



Community snapshot: Atlanta, GA

Total Population Demographics

Total Population

Uninsured Estimate*

Medicare Advantage Members

Medicare FFS Member Estimate*

Medicaid Member Estimate*

# of Fortune 1000 Employers

Largest IDNs

Physician Demographics Atlanta, GA Nat Avg
5.8M # of PCP per 100K Residents 64.2 70.5
1.2M Specialists per 100K Residents 118.4 120.1
26k Surgeons per 100K Residents 39.8 41.2
446k
833k
27

Largest Hospitals

System 1 (22%) System 2 (12%) Hospital A (6%) Hospital B (6%)

# of Gross Est 2013 # of Gross Est 2013 Gross Patient Est 2013 Medicare Gross Patient Est 2013 Medicare
Hospitals Patient Medicare Hospitals Patient Medicare Revenue Penalty Revenue Penalty
Revenue Penalty Revenue Penalty
20 $7.04M $0 5 $3.7M $0.5M $1.9M $0 $1.8M $0

Readmission Rate

Heart Failure

Atlanta, GA 19.3%

Heart Failure

Atlanta, GA

Heart Failure

14.3% Atlanta, GA 10.5%
National Avg 18.6% National Avg 14.3% National Avg 9.8%
1 Std Dev Range 14.4 -22.7% 1 Std Dev Range 11.2-17.3% 1 Std Dev Range 5.4-14.2%
National Max 27.3% National Max 20.3% National Max 21.3%
National Min 6.9% National Min 5.2% National Min 1.7%
Ranking (out of 306) 135 Ranking (out of 306) 161 Ranking (out of 306) 120

Q OPTUM
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Important data: Medical variability, cost variability
and health status

Medical Variability ‘ Cost Variability ‘ Health Status

Knee replacement per 1K Acute carle hospital beds per 1K Average life expectancy*
1 residents
Medicare enrollees (2005) o . ook - Obesity percent?
¢ Hip replacement per 1K Medicare * lota spelcla IStS per Smok .
. moking percent
enrollees (2005)* residents _ 9p
Medicare spending per decedent  Diabetes percent?

» Back Surgery per 1K Medicare

Enrollees (2005)! by site of care during the last two

years of lifel » Poor physical health days per

: . month?3
Medicare Enrollees (2005)* decedent during the last two years ~ ©  P0Of n;ental health days per
: ifel month
« COPD Discharges per 1K of life .
Medicare enrollees (2005)! « Medicare physician visits per * Low birth rate (<2,500 grams)?
« UHn physician quality score g?ﬁfeeqem during the last two years Sexually transmitted diseases per
(compared to 1.0 national _ o 100k residents?
average)® * Back pain cost per incident
« Cardiac cath cost per incident?
e Hypertension cost per incident?
« Diabetes screening % HbA1c?
« Mammography screening?
¢ Medicare readmission data®
1: Information provided by Dartmouth Atlas 3: Information provided by Wisconsin Population Health Institute
2: Information provided by Ingenix - Actuarial Group 4: Information provided by HHS Community Health Sts

5: Medicare hospital compare

QOPTUM'
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Understanding your performance: Back pain

Tmpact Intelligancs: Carm Patiern Analytar | f_t___l_nteli_l_'i‘gence: Care Pattern Analyzer
Ll R — LT S p——— £l P e Gt [ =] St avatn {1 PCP (Family) = Measiire Displayed:|average Cost Minimum Episode Count: [7 «|  Eesaclanales
Clhasks af hreirs AR (I ke g e, b sl b, s ey C:::“‘:wt Chrical 490 1 Jone degeneration, bcakoed - back, wia surgery
gy [ jor Practice Category Provades
Mty ] b [T PP S RO nohiing . . Foundation: Fegons Practioe: Practes
T Pty e Sewvonlavel | selevel 1;
[ Severty 3,200 Sarvice Level 1
ey W Framacy
Provider W profsacnal, Wabomieey and Pathology
B Profemonal, Susgery
e Foundation 20l 5 Profemonal, Exalustion and Management
B Profmssonal, Radickay
[ — Maclical Group 8 profemional, Dingnosix Tetineg
Specialty Type 2400 W Profesonal, Cifer
Aoy Tae Practice Name
Fracis s Provider Name
i Service Level
Serwiind Livwrd .
Sarvan Ll

Sorvice Livel 1 § 0
Claim Detail E
Wiaw Claims 1,200/
Illllllll "
1171 TP

z????w&&ﬂﬁﬁnﬂﬁéﬁﬂﬂéinﬁﬂééﬁ* ) L

PROVIDER 4665 PROVIDER 4243 PROVIDER 5145 PROVIDER 5196 PROVIDER 5204

Impact Intelligence: Care Pattern Analyzer
Tema Paricct 311 {08 - 471105

Percent of LBP Cases with imaging per week

Poer o [ Py =] Moasure Displayed: i ot <] e Epoce Counts ;3] fasitinaian
144/ 2009 118/ 2009 44/ 300 Clinical Areas ChricalAies | E1G: Jort degersration, locakzed - back, wo surgery
I I Major Practes Categry  prowdn | Foundations Regen3 Bractice; Practiet
O FalE | | ) me;, Semvcalevel | 51evel 1 Professions, Radokgy S-level 2
W Soverky 2000 Service Level 2

E 11% - | | \/ Provider E'E‘Em’m o
= UcL = Foundation 5 Al gan
? 10 = r'-"' 10.1% tedtical Group 1500
i Specialty Type

U Practe Narme
E N mean = Provider Name
& B e AN = 9.5% B.0% Service Level s 2
:' I Service Level 1
a Ty  Service Level 2 E
g LCL = Claim Detail 800
E %y : :-'- 5.9% View Claims
[

5%

00|
-p" 19“‘ #" 'p“‘ -9"' -.s-"’ »° 5°
M e ?:a""p:*" el

PROVIDER 4685 PROVIDER 4243 PROVIDER 5145 PROVDER §198 PROVDER 5204
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Care demand vs. Proactive care:
Chronic disease registries

INGENIX. IMPACT Pro
Log Off

== Family Health Plan

HOME MEMEER LIST REPORTS SEARCH | Members By Member 1D w | Erter Search value | b |

E Back to Reports

Diabetes, Level 4 {High) Filter dembers l Calumns I

Filter: Cuarrent report shows members who have Primary Risk Category = DMabetes and Future Rizk, Costs equal or greater
than 1.584 (Top 20%).
Total Rows: The report includez only memberz who have any of the following Clinical Indicators: "Diabetes - ER, 2 or more YWisits", Faze: @ [ B B o 1
157 "Diabetes - Inpatient, 1 or more Admits", "Diabetes - Type 1", "Diabetes - Uncontrolled",
Members who have any of the following Chinical Indicators: "Renal Failure” were excluded from the current report,
The report includes only members who have any of the following Care Opportunities: "Diabetes”.
Future Risk &
ure Risk, Future Risk, Costs, 3 Future Inpatient Stay Prior Total Costs =
Member ID ae sex # o T O Months Costs Probability {Annualized) =]
0000965976 62 Female 4 4 12.78 13.55 437,880 24,9 % 546,762
2410791005 44 Female ' 4 4 11.28 17.49 433,430 66,1 % ST7Z,704
0003554203 75 Female 4 4 11,14 10,40 433,030 45,3 % $28,430
0672078580 62 Female g 4 10,19 11.05 430,190 19.3 % $hG6D
1570576220 72 Male 4 4 4 .74 10.01 428,980 36.9% S67 395
0000552527 67 Female g 4 .66 9.37 428,630 36.2% $16,744
1505539446 66 Female b 4 9.20 §.08 427,280 38.2% 523,288
0003933277 62 Male g 4 9.13 §.56 427,070 Bl 6 % 513,065
1385250423 a7 Female 4 4 3.04 10,06 426,780 33.7% 511,477
041047 3445 57 Male 4 o 8.95 792 526,540 42.4% $75.003 M|

Confidential property of Optum. Do not distribute or reproduce without express permission from Optum. 21



Healthcare Reform:
Coming into focus in 2012

22



The New Healthcare Reform Act: Key Concepts

« Expand Coverage

— Large Medicaid Expansion

— Exchanges to bring private insurance to more patients, backed by subsidies
Shared Responsibility to Increase Coverage

— Individual Mandate (Subject to Supreme Court)

— Employer Incentives/Fines

Insurance Regulation

Payment Reform

— Incentives for Primary Care and Workforce Change

— Focus on Wellness and Preventative Care
Cost Containment & Reform Financing Measures

o
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Expansion of Coverage

* By some estimates 28-32 million entering the ranks of the insured
e State insurance exchanges
— Will they drive decreased price competitively?
» Subsidies for consumers purchasing through exchanges
— Eligible to a higher than usual income level
« Large Medicaid expansion (higher incomes now qualify for coverage)

Q A T —— W -
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Sharing the Cost Burden

 Individual Mandate in review
* Fines for employers not offering coverage
— Enough to keep coverage going?
» Tax breaks for small businesses offering coverage

Qortum — cosenaraedbBeL rUlediunconsTUNonal Dy.supteme Lourt



Private Payer Reform

* 85% Medical Loss Ratio beginning in 1014

No hard dollar caps

Can’t drop patients!

2013 — All new plans have to cover pre-existing conditions
Exchanges — Minimum Benefits Regulations — 2014

Confidential property of Optum. Do not distribute or reproduce without express permission from Optum. 26



How about government payers?

e Primary Care — 10% Bonus

 Incentives for practicing general surgery in rural areas

* Increased funding for Behavioral Health

 PCP’s get Medicare rates on Medicaid services in 2013-14

Q A —— W T — -
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Where do these docs come from?

« Student loan incentives for primary care

National Health Service Corps — Primary Care Support

Community Health Centers — Expanded Funding

Redistribution of residency slots to Primary Care and General Surgery

Interestingly — Behavioral Health absent here

QOPTUM T andental ropery of Optum, Do not detbute o

Confidential property of Optum. Do not distribute or reproduce without express permission from Optum. 28



How to pay for it?

« Cost containment and quality

— Pilot programs for Medical Home, Bundled Payment, and Accountable Care
Organizations (ACQOs)

— Reduces hospital payments for Preventable Readmissions & Infections
— Payment Advisory Board (IPAB) to make recommendations to Medicare.
— Center for Innovation — test new payment/delivery systems

* New dollars coming in...
— Increased taxes to high wage earners
— Fees to insurers and pharmaceutical companies
— Likely more to come here...

o
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Cost Estimates (CBO)

938 billion over 10 years

Deficit Reductions

— $140 Billion-10 Years

— $1.2 Trillion years 10-20

Unlikely to change costs in the current private marketplace

Price may decrease for exchange customers — cost is a different
calculation, but may decrease

Elmendorf, D. (2010, March 18) Preliminary Cost Estimate for Pending Health Care Legislation. Retrieved 5 April 2010
from Congressional Budget Office Website: http://cboblog.cbo.gov/?p=508

Confidential property of Optum. Do not distribute or reproduce without express permission from Optum.
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We live in interesting times!

“Back to the Future” But with some significant changes

— Better analytics

— Better infrastructure and data collection

— Better penetration of EMR’s

— Cold, Hard Financial constraints

« Change in Clinical Practice is the expectation
— Care coordination must get done
— Keeping patients out of the hospital is the major cost containment
— Variability in clinical practice faces inspection

* Respect for the clinician is a key feature of new models

» Successful Models are out there, getting traction and getting contracts

QOPTUM T antdential ropenty of Optum. Do not distbute o
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Questions?

For additional Information:
Optum and Harris Interactive
conducted a national survey of
physicians, hospitals, and U.S.
adults that clearly points to seven
major opportunities for making the
American health care system work
better for everyone.

To download the full report, use your
mobile device to scan this QR code.

You may also pick up a hard
copy at the Optum booth in the

Exhibit Hall or visit
http://institute.optum.com
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