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[ START RECORDI NG|

EDWARD F. HOWARD: |'m Ed Howard with the Alliance for
Health Reform  On behalf of Senator Rockefeller and our board
of directors |I want to welconme you to this program that focuses
on our fragmented healthcare system Not the disorganized,
some woul d say chaotic delivery systemwith its uncoordi nated
care anmong literally hundreds of thousands of providers, but
rat her the fragnmented way we pay for care; different payers
payi ng different anmounts to the sanme hospital or physician and
any given payer sending different anounts to different
providers. We know for exanple that Medicare usually pays nore
for a given service than Medicaid and that private insurance
usual | y pays nore than Medicare for that service. Of course is
the patient is uninsured, as 50 mllion Anmericans are or were
in 2010, the paynment may very well be zero for that service.

How di sruptive is that payment differential that both
I nsurers and providers deal with? If it is disruptive are
there ways to mnim ze that disruption? That is what we are
going to look at in sone detail today. W are very pleased to
have as a partner in today’'s program The Comonweal th Fund,
whi ch has maybe been the nobst vocal and high profile proponent
of a high performance health system as we have today. That is,
a systemthat’s not as disjointed as today’s delivery or

payment arrangenents. We’'ve even nore pleased to have as the
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co- noderator and active participant in today’s discussion Stu
Guterman who is the Vice President at the Fund for Paynent and
System Reform  Stu, would you take it from here?

STUART GUTERMAN: Thanks, Ed. As Ed said, the enphasis
today is on the fragmented healthcare financing system
There's been a lot of talk and thankfully a | ot of novement
toward trying to make the delivery system a nore coordi nated
system One challenge that is faced by providers who are
trying to move in that direction is that we have a fragnented
heal t hcare financing systemthat generates revenues that flow
into that delivery system and that creates an even bigger
challenge to try to match up those divergent flows of revenues
from various sources and the delivery system that we would |ike
to see. That’'s what we’'ve pulled together, some great exanples
of folks who are taking different approaches in trying to cope
with that situation.

First I1'd like to |ay out some observations about this
mar ket . | m an econom st. They say that Washington is full of
econom sts who are pretending to be doctors and doctors who are
pretending to be econom sts. | think here we have an econom st
who's going to stick to being an econom st, and we have sonme
docs who are going to be tal king about being docs, so that’s

reassuring.
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Econom sts think about markets. The word market evokes
a |l ot of controversy too because markets can be defined in
di fferent ways. For the healthcare market one of the things
you think about is that the market produces prices which
transmt signals which indicate the value of different services
and that allows suppliers to decide how much of what
conbi nati on of goods and services they should provide. You
think of an orderly information filled mechanism As you’l
see in the next couple of slides here |I’m going to present, the
heal t hcare market does not correspond to that vision of the way
mar ket s shoul d wor k. It to nme is a synptom of a situation that
needs to be addressed.

This is some data from New Hanpshire on what different
I nsurers pay across different providers for a set of fairly
standard procedures. You see here that not only do different
i nsurers pay very different anounts for the same procedure but
each insurer pays different anounts to different providers,
very different amounts, for the same procedures. There is a
three to four-fold difference in fees paid for the same Kkinds
of procedures. How do you nmake order out of that kind of
situation?

In this slide people have paid a |lot of attention to
t he amount of regional variation in Medicare spending per

beneficiary. That is represented in the map you see on the
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ri ght-hand side of this slide. W have also, nore recently,
taken a | ook at how conmercial spending per person varies
across the country. You see that there is also quite a bit of
variation in comercial spending across the country, but you
see that patterns are very different. The dark blue is in each
case the highest relative to the median and the |ight areas are
the | owest relative to the medi an.

You see there is quite a bit of difference in the
patterns you see between private and Medi care spendi ng. When
you | ook at them across the board they're basically all over
the place. There are indeed areas that are high in both
Medi care and conmmerci al spending. There are areas that are | ow
i n both Medicare and commerci al spending. There are areas that
high in one and low in the other. That kind of gives you a
sense that prices don’t mean the same thing and they don’'t |ead
to the same | evel of spending in different areas.

Over time you see differences as well. This is a slide
t hat we put together out of data fromthe American Hospit al
Association. It’s just hospital paynents and cost. \What you
see here is we took the 20 year period between 1988 and 2008
and split it into three periods. The 88 to '93 period I’11
call the wild west because costs were rising at a very rapid
rate, the costs are the |left-hand nost far were rising at 7. 8-

percent a year during that time period. Medi care paynment rates
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were rising at 6.8-percent a year during that time period.

Medi care was a bad payer because it wasn’'t keeping up with the
costs that were raising approximtely three times the rate of
inflation. The reason that costs rose that much was because
private payments per case were rising at 9. 3-percent a year
during that tinme period. Medicare was a bad payer even though
Its paynment rates were rising at about 2.5 tinmes the rate of
inflation. The Medicaid bar actually was an anomaly that’s
related nmore to the Medicaid disproportion share hospital

I ncrease in those paynments during that time period.

Then you nmove to the next period which I'Il call the
heyday of managed care. You see that Medicare paynent rates
were rising at a rate that was well under half the rate that it
was raising in the previous period. Medicare now was a good
payer because its payment rates were raising twice the rate of
hospital costs per case. Private payments were actually
declining during that time period per case.

It just goes to show that these sands shift over tine,
and in fact that this whole notion of cost shifting that
assumes that there’'s some fixed |evel of cost increase that has
to be covers by payers, and if Medicare cuts their rates then
providers are just going to have to make it up by increasing
private payments kind of does not hold in all situations. Here

you had a very different rate of increase in costs between the
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two periods. Then the nmore recent period everything has kind
of settled down in between and Medicare settled back into its
role as being perceived as a poor payer because its rates are
actually going up faster than they were in the previous period
when they were a good payer. Now they're a bad payer because
costs are going up faster than their rates are going up. W
have to think a | ot about the relationship between the flows of
revenue and how different they are, and the cost |evel and the
rate of increase in costs that are necessary to provide service
to the patients that providers treat.

We have a set of panelists today to represent really
t hree approaches to trying to match every provider has to match
the revenues they see comng in. Wth the costs that they
perceive they need to lay out to neet the needs of their
patients. We have three very different approaches. Steven
Safyer who's President and CEO of Montefiore Medical Center in
the Bronx. They’  ve basically treated the community that they
serve and really noved a | ot of their base to capitated system
where they take on the responsibility for dealing with their
patients’ needs.

Gregory Reicks from Mesa County Physicians in Grand
Junction, Colorado. Grand Junction has been cited a | ot
recently as being a particularly well-coordi nated system

They’' ve actually taken the approach of pooling the flows of
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revenues across payers to meet the needs of their patients
equi tably. Then John Col mers, who’s Chairman of the Maryl and
Heal th Services Cost Review Conm ssion, represents a statew de
approach to trying to snooth the match between revenues and
pati ent needs and costs. Then we have as a di scussant and
reactor Jim Bentley who's currently a private health policy
consul tant but spent years working with the American Hospita
Associ ation and the Association of American Medi cal Coll eges.

What | would pose to all of the panelists are a set of
guestions. How do you match the flows of revenues that you get
fromdifferent sources? How do you deal with the changes over
time in those flows? What |essons can be | earned from your
experience that could be applied to other circunstances because
a ot of areas are having to deal with these situations? Then
what inplications does your experience have for a federal
policy?

"Il hand it over to Steve now.

STEVEN M SAFYER, MD: What |I'mgoing to try to do in a
very short period of time is give you an overview of what we’ve
been doing in the Bronx at Montefiore Medical Center. To just
go back to sonme of Stu’'s comments to root what |'’m going to be
tal ki ng about, we came to a conclusion a very long time ago
that the healthcare system needed to be an integrated one. W

saw the conmpelling issues of integration really falling into
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two | arge buckets. One was our delivery system As | think
nost people know, academ c nedical centers are not known for

I ntegration period. The second piece is this kind of unusual
payer system that we have, each sector of our country has its
own slant. We needed to integrate that system and make it work
better to drive towards overall integration. That’'s really
where we’ve been com ng from

| just would begin by saying that in partnership with
the Albert Einstein College of Medicine we | ook at feel |ike
nost any academ c medical center of note that you all are
famliar with across the country. W educate 800 nedi cal
students, 8,700 prograns, 1,200 interns, residents, and
fellows. We do heart transplants, liver transplants, conpl ex
cancer surgery. W have a children’s hospital. It’s ranked
among the top in the country. W devel op new know edge;
significant portfolio of NIH supported research. |In that
respect we're |like every other academ c medical center.

Where | think we’ve really moved the needle is that we
don't fulfill our m ssions, patient care teaching research, the
traditional ones, and community service within one very | arge
hospital with attendant super sub-specialty care, anmbul atory
sub-specialty care nearby. That being said, we're a very |arge
hospital. W’'re 1,500 beds; one of the largest in the country.

Yes, we do a | ot of sub-specialty care. MWhat is different

1 . . . -

The Alliance makes every effort to ensure the accuracy of written transcripts, but due to the nature of transcribing recorded
material, this transcript may contain errors or incomplete content. The Alliance cannot be held responsible for the consequences of
the use of the transcript. If you wish to take direct quotes from the transcript, please use the webcast of this briefing to confirm their
accuracy.



Al | i ance Paynent 10
Al'liance for Health Reform

April 13, 2012

about us is that we do 3.5 mlIlion ambulatory visits, of which
about 60-percent are anbul atory primary care in the community;
I nternal medicine, pediatrics, and famly practice. W enpl oy
the faculty, not the nedical school. W enploy the faculty
that are clinicians. That’'s about 1,200. W have about 400
physi cians who are in our primary care nedical group. Overall
we have about 2,500 to 3,000 physicians. The vast majority of
the work is done in an enployed nodel that is integrated.

This delivery systemis in traditional clinica
settings and non-traditional clinical settings. About 30 of
them are in the community and they | ook and feel like a
doctor’s practice as you m ght imagi ne one, but we're in
homel ess shelters. W're in 30 schools. W’'re in a variety of
speci alized centers where people require close supervision and
care. We are providing in many very unusual settings. In
addition to that we have over 500 home health visits from our
own home heal thcare agency. The only thing that we don’'t own
and operate is a nursing home, but we partner with a few of
t hose very good ones that are in the Bronx.

That kind of delivery system which has nmost of the care
that a patient or their famly my need in a lifetine is
provided within our single delivery system | think that is
truly unique for an academ c medical center. \Where we really

di stinguish ourselves is our commtment to our community. The
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community at the Bronx, one of the |largest on a stand-al one
basis would be the sixth |argest city in the country, 1.5
mllion people, has some of the nmost significant health and
econom ¢ chal | enges across the country. W stayed steadfast in
our support of that comunity and our enbracing of that
community. |In a sense we are an accountable care organization
bef ore we knew what that term was.

Kid with the Yankees hat is named Jeter who was born of
Mexi can imm grants. |’ m not going to conment on whether or not
they’' re docunented or undocunmented. At six-years-old he
received a heart. The kid is doing fantastic. Our patients
tend to be, and reflect, the burrow that we care for. W don’t
measure ourselves by people traveling | ong distances, but they
do travel long distances to cone there. Destination in the
Bronx is essentially a bus and a subway train.

Just a few nore words about the Bronx. The effective
unenmpl oynent rate, the neasured one, is over 12-percent. It’s
probably 25-percent because so many people have |left the
wor kforce. It is a very poor sector, anmong the poorest in the
country. Childhood poverty; huge and very significant. There
Is a very |large group, hard to get the exact number because
it’s not al ways measure well because a | ot of the un-insurance
I's undocunented imm grants. It is about 250,000 or 300,000

i ndi vi dual s who don’t have health | nsurance. About hal f of
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them are in the immgrant’s status. Very little upside in
heal t hcare reform because of the lack of imm gration reform
t hat has been achieved in this country.

Every way you would want to measure the health of the
Bronx it is challenged. | would say obesity and di abetes is
t he biggest issue we're facing. Kids 12, 13 years old are
obese by any neasure. BMs over 30. W' re seeing adult onset
di abetes in kids that are in their teens. There is also a
significant amount of hunger despite the fact that we have this
obesity epidemc. Basically if you |look at this, the payer in
the Bronx is Medicare and Medicaid with a very small comrerci al
I nsurance conmponent. Montefiore’ s commercial insurance
conponent is 20-percent. Twenty-five-percent of that 20-
percent is blue collar insurance. A lot of academ c medi cal
centers wouldn't consider that commercial insurance.
Montefiore is 40-percent Medi care, 40-percent Medicaid, and as
| said, 20-percent conmmerci al.

Word about the safety net. The concept of the safety
net to me is invariant [m sspelled?]. Every other western

country has uniform health care that is not pernmeable for all

people living within their country. They don't grapple with

the issue of the safety net. These countries have someti nes
two or three levels of care. |If you can afford it you grab a
trapeze and you go up. You don’t fall through the cracks. I n
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Anmerica, and | can tell you in New York, there's at |east four
or five levels of health care. It really is only down. That
concept is one that | have trouble with because | believe that
health care is a human right and a social justice issue.

Just very quickly, the salient features. | already
told you we're a learning institution. | already told you that
we seek to be a system That is a holy grail. Not easy; very
difficult. 1’m hunble about where we stand, but we’ ve been
novi ng al ong on that pathway. W care coordinate. W use
health i nformati on technology. W’ ve been 100-percent
physi cian order entry since 1998. W have an enpl oyed
physician model. That’s inmportant | believe. W have focused
for many, many years on quality, safety, and the patient
experience. | told you about our commtment to the community.
We have regional partnerships. In many ways we have created
heal t hcare reform wi t hout the government in the Bronx. W have
a RRO [msspelled?]. W share information with 90-percent of
t he providers.

We have a care managenent organization with 500 people
t hat manage prepaynment and/or capitation. Essentially the
model for us; commercial, Medicare, Medicaid since 1995 has
been to move as much of our payments into a prepaynment or
capitated nmodel. The nodel is essentially 10-percent of the

prem um goes to the insurance conmpany for marketing and profit.
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We work with 90-percent. We manage the care with that revenue
stream In 2000 we were at 150,000 lives, 850 mllion dollars.
Our overall econonmy is three billion. This organization is in

t he home, on phones, focuses on when we had 150, 000 about
30, 000 patients that have high needs. W manage themto
wel | ness, not wait for themto becone ill.

Based on that, we were awarded the Pioneer ACO
designation. We're proud of that. W’'re the only one in New
York that achieved that and 1 of 32 in the country. For that
we added anot her conponent of prepaynment because it’s shared
savi ngs now, but within two years it will be capitation. It’s
actual ly about 21,000 lives. There is a vehicle to expand that
greatly over tine. It's one of the biggest ACOs. In it we are
tasked to quality metrics and savings all based on providing
the very best care for the patients. W believe that that’s
the right way to do it.

| m going to very quickly just not go into details here
but because of the Pioneer ACO a couple of new products and
chal l enges we're taking on with the state of New York, and
working with the comercial payers that are not in capitation.
Over this next year we will nove to 50-percent of our revenue
and 50- percent of our activity in a capitated or prepayment

nmodel . We consi der that a watershed monent because we’ ve

1 . . . -

The Alliance makes every effort to ensure the accuracy of written transcripts, but due to the nature of transcribing recorded
material, this transcript may contain errors or incomplete content. The Alliance cannot be held responsible for the consequences of
the use of the transcript. If you wish to take direct quotes from the transcript, please use the webcast of this briefing to confirm their
accuracy.



Al | i ance Paynent 15
Al'liance for Health Reform

April 13, 2012

become a culture that is focused the majority on prepaynent and
wel | ness as the objective.

In conclusion | would say that integration, bridging
the multiple payers, and creating the very best patient
experience and overtime |owering the expense, which |
acknow edge is far out of our control is a goal of ours and an
objective. As | said earlier, | amhunble in terms of where we
stand, how difficult this is, and how much nore work we have to
do. The final just sort of opening conment | would make is |
think it’s inportant because we have a nunber of exanples here
of high excellence and great |eadership, but what tends to
happen with government and institutions is that there are noble
goal s but the demands of government demand turnaround much nore
rapidly. "Il center on the state of New York. W have an
excel l ent governor, but he basically has a four year horizon.
To change a healthcare system | believe it takes many years,

hard work, m stakes, and investment. That’'s something that |

think we all have to grapple with. Thank you.

EDWARD F. HOWARD: Is Greg next? |I'msorry. W had
John next. You can rel ax.

GREGORY REICKS, DO. | guess |I'm here to share a
contrast because we’'re nothing like the Bronx. | adm re what

you’' ve done there with your work and your popul ation. W have

a different population where I come fromin Grand Juncti on,
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Col orado. We’ve done a little bit different type of nodel to
achi eve some quality and efficiency results that have becone

wel | - known around the country now. As sonme of you are probably
aware, this is where for Grand Junction we gai ned our

notori ety.

It was kind of an interesting day when this article was
publ i shed by Dr. Gawande. When the article canme out the next
few days we started receiving a number of phone calls and
requests for information about, “How do you guys do that in
Grand Junction? What are you doing there that’'s so different?”
| can remenber at our | PA executive commttee neeting we were
sitting together when this first came out. W kind of |ooked
at each other and we said, did you know we were doi ng anything
differently here than anywhere else. W were as surprised by
the data as | suspect the people in MAIlen were as surprised
by that data.

As we got nore questions about, what is it that you do
differently, we really had to step back and take a | ook at what
we’' d been doing in our community for many years and truly what
was it that we were doing differently to achieve these kind of
cost and quality nmetrics that were showing us in the Dartnouth
data. |I'mgoing to share a little bit of that with you today.

Here’'s the data. This is the 2008 data. This is the

Medi car e. Medi care data shows that we are near the bottomin
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terms of Medicare spend per beneficiary conpared to the rest of
the country. 1’I|l set the stage of what it’'s |like in Grand
Junction. Grand Junction, we’'ve had a unique environnment.
About 35 years ago a group of |ocal physicians canme together
and formed an HMO, a health mai ntenance organi zation, in Grand
Junction. They were primarily reacting to what they saw as
potentially a threat, particularly to non-HMO type of payer

| ines, |like Medicare and Medicaid. They saw that there was a
potential for an HMO business to dom nate the market and there
wer e concerns about access for Medicare and Medicaid menbers.
What are we going to do with those folks in the area of HMOs?

They formed an HMO t hat accepted both Medi care and
Medi cai d patients into the HMO. As an offshoot of that
devel opnment of the health plan they decided they needed a
physici an network as a contracting entity with that health
pl an. That’'s where the Mesa County physicians’ |PA was born
was out of the desire basically to have a network of physicians
who woul d be able to contract with that health plan.

The original intent was to bring both the payer, which
was Rocky Mountain Health plan, and the physicians together in
a financial alignment. At that time we felt that the best way
to do that was through risk contracting. There are very
different forms of risk contracting that |’m sure you’'re aware

of. OQur type of risk contracting that we’  ve enbraced over the
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| ast 35 years has really been withhold risk. 1'Il talk a
little bit nore about the difference between wi thhold risk and
capitation a little bit |ater.

However, we recently also received the blessing of the
Federal Trade Comm ssion to nove forward and contract under a
clinical integration model also. W' re now exploring
rel ationships with other payers in a clinical integration
possi bly non-risk nodel. We have 295 physician members, all
specialties. About 40-percent of themare primary care
physi ci ans.

| think the key thing that also has been part of our
success is that collaboration with that payer in our market has
been a big factor in our success. About 40-percent of a
primary care physician’'s practice in our market is Rocky
Mount ai n health plan members. That can be commercial. That
could be Medicare. That could be Medicaid. When you' ve got
t hat sort of volume of patients that you' re managi ng under a
ri sk-type arrangement it really affects the way you practice
for all your members.

One of the things that we’ve seen in our comunity is
t hat ot her payers outside of Rocky Mountain health plan have
benefited fromall of the activities that we ve done to try to
manage that risk under the Rocky contract. | think a good

exanple of that is fee-for-service Medicare. As you can see,
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that type of data that’'s a part of the Dartmouth atlas study
was achi eved on a non-risk basis for those types of patients.
The activities that we do in our practice really apply to all
our patients.

Wth Rocky we really have several |ines of business.
We have the traditional commercial plans, a private plan, an
HMO, and an ACO plan. W also have a Medicaid plan and a
Medi care plan. Rocky actually has a contract with the state as
an adm nistrative services only arrangement. Essentially the
way that works is Rocky gets paid on a fee-for-service basis
claimby claimfor Medicaid nmembers that they manage within our
net work and then Rocky pays the physicians on a fee-for-service
claimby claimbasis. There is a withhold. W also have dual
eligible and Medicare patients. The thing that’s unique is up
until about four or five years ago we had a uniformfee
schedule for all those lines of business.

I n other words, when a Rocky Medicare, Rocky Medicaid,
Rocky commrercial menber came to nmy office for an office visit |
was paid the sanme irregardl ess of what |ine of business they
were in. The way we were able to do that is by pooling our
wi t hhold risk. For exanmple, each |line of business currently
has a 15-percent withhold risk. A patient comes to see me in
my office. The |IPA has negotiated a fee schedule with the

health plan. | get paid a fee-based on that fee schedule m nus
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15-percent. That 15-percent is held back into what we call a
risk pool. That is for every physician in our network for

every visit that they see patients.

Then the way that these withholds are released is on
our profit sharing fornmula. W' ve contracted with Rocky to
where if there's profits, and I'Il talk about how we define a
profit, that is split 55-percent with the physicians and 45-
percent with the health plan. The physicians are not assum ng
full risk, but we're actually sharing risk with the health plan
for the care of these nmenbers.

Here’'s a visual picture of the way that that works. W
really have three major |ines of business; Medicare,
commercial, and Medicaid. Wthin Medicaid there’'s CHI P Pl us
[ m sspell ed?] Plus and Medicaid and within the comerci al
there’'s a traditional type of PPO type plans as well as HMO
pl ans and we have Medicare. Each |ine of business within those

systens generates what we call a profit sharing pool. That

profit sharing pool is basically just |ooking at the gross

operating income for that |ine of business plus the anmount
that’s been withheld for seeing those patients in that |ine of
busi ness. Each |line generates a profit sharing pool. Then at

the end of each year we pool all of that together into one risk
pool. Then we split that between the physicians and the health

pl an.
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I f you think about how that works, you can i mgine if
we’' re paying physicians on the Medicaid patients commerci al
rates basically to see those patients that Medicaid profit
sharing pool is never a profit. |It’s always a |loss. That’'s
al ways a negative profit sharing pool, but because we have the
ability to blend |lines of business together we're able to
offset that loss with the profit sharing pools fromthe other
| i nes of business. The thing that’s done in our comunity that

1

I's somewhat unique we think is it’s really allowed access for
Medi cai d menmbers in our community every physician in town. W
don’t have any FQHC. We have no federally supported clinics in
our community. The Medicaid members in our comunity can see
any physician in town as part of our agreenment with Rocky
Mountain health plan. | think that's been a big benefit to

t hat popul ati on and has actually hel ped us to achieve sone
fairly good quality and utilization targets for our Medicaid
popul ati on al so.

Here's our historical withhold return that we've
returned to the physicians. When we set up the budget, | guess
you could say for our network, what we negotiated with Rocky
Mount ain health plans is we take a | ook at their conmmerci al
member ship and using the actuarial analysis we determ ne what

we think the spend will be in the commercial |ine of business

for the upcom ng year. Then we add 3-percent to that. W
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all ow the health plan a 3-percent margin basically. Then how
we performwi thin that budget basically determ nes our wthhold
return. As you can see, it’'s varied quite a bit across the
years. Most of the variance is related to unpredictable
changes in utilization. Last year the withhold return was
unusually low. Part of that was because of this phenomenon;
rapi dly expandi ng Medi caid enroll nment. | suspect this is not
unli ke most conmmunities in this country, but in our conmmunity
with the econom ¢ downturn, as well as opening up of
eligibility requirements, our Medicaid popul ation has grown 53-
percent in just about three years.
You can imagine with the way that we do our risk
sharing as the Medicaid population grows there’'s a built in
| oss basically, a per nmenber per nonth |oss for every Medicaid
member that we enroll in our system \What we’ve done to
address that is over the |ast year we’ve actually had to reduce
the fee schedule that we pay our physicians for Medicaid
members. It’s still above state Medicaid rates. W still do
t he conbi ned withhold and risk sharing across plans. W have
had to reduce that to try to reduce the potential |osses.
Here’'s a summary of what we’ ve | earned. W’ ve been
fortunate in Grand Junction to be the recipient of a Beacon
grant. Many of you are probably famliar with the Beacon

program We were one of the 17 conmunities to receive a Beacon
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grant. That grant has funded practiced transformati on and
health i nformation technol ogy expansion into 50 primary care
practices across western Colorado. The thing that we’ ve

| earned in terms of our financial nodel and that type of
activity is that really fee-for-service medicine does not
support the type of activity that we want our primary care
practices to do. W' re asking our primary care practices to
really transformthe way that they deliver care, nore team
based care. What we found is for that to be nost effective we
need a physician champion in every practice that we work with.
In order to get a physician chanpion to be involved we need
their time. 1In a fee-for-service environnent a physician’s
time is not spent in doing adm nistrative work.

We're planning to nove away in our primary care
practices fromfee-for-service medicine, |ook at nore of a
ri sk-based capitated model that sone of the others have
presented. Thank you.

EDWARD F. HOWARD: Greg, before we go on | wonder if
you could clarify sonmething. On the withhold graph that you
di spl ayed, what is it a percentage of on that vertical axis?

GREGORY REI CKS, DO: It’s a percentage of the total
dol l ars that were withheld.

EDWARD F. HOWARD: | see. Okay. Very good. W[

turn to John Col nmers. John, glad to have you with us.
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JOHN M COLMERS: It’s great to be here. Late is
better than not at all. 1°mgoing to be very brief and talk a
little bit about the Health Services Cost Review Conmm ssion;
the most mature of the mopdels that you are | ooking at. W have
been in place in Maryland for 40 years.

As you saw fromthe initial slide, ny day job is as
Vice President for Healthcare Transformation and Strategic
Pl anni ng for Johns Hopki ns Medicine, an academ c nedi cal center
some repute in Baltimore. | was appointed as Chairman of the
Heal th Services Cost Review Comm ssion by Governor O Mall ey
this past July before one wonders about the inherent conflicts
of interest associated with having a provider in the comm ssion
model . |t has been that way since its inception.

There are seven nenbers in this independent comm ssi on.
| ndependent means that the decisions of the conm ssion are
appeal able directly to the court systenms and not through an
adm ni strative appeal. Three of the seven menmbers may have a
tie to the industry that is being regulated, the majority do
not. The first chairman of the HSCRC was a hospital
adm ni strator. |t has been a nmodel that as they say has worked
remar kably well over a |long period of tine.

During an earlier period in my career | spent 13 years
wor ki ng for the comm ssion, including serving as its executive

director. We have 31 professional staff there. The reason
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that the conm ssion has |lasted as long as it has in part is
driven by its very broad statutory authority. There are no
formulas written in the law. There are no specific technics
that are applied. Very broad charges given to the conmm ssion
to be sure that hospital costs are reasonable, that the rates
are reasonable related to cost, that rates are set equitably

wi t hout undue discrimnation. You can have due discrim nation.
You can have rates that are different but they have to be based
on cost. You can allow for differentials and differences in
rates, but they have to be cost justified. There's broad
authority to experiment with alternative rate methods.

Al so included in hospital rates is a provision for
unconmpensated care. Last year Maryland provi ded approxi mately
900 mlIlion dollars in unconpensated care to patients across
the state for hospital services. There are no public
hospitals. No hospitals of last resort in Maryl and.
Notwi t hst andi ng the fact that we have, in parts of the state,
faced many of the same econom c chall enges that you’ ve heard
already nentioned. It is made possible by a waiver granted by
the federal government, originally in 1977. 1It’'s what makes
the system all-payer. We keep that waiver on the basis of a
test that conpares the paynment per adm ssion in Maryland for
Medi care paynments relative to the rest of the country as

measured fromthe first of January 1981.
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The second part of the test is that we remain all-
payer; that everybody has to continue to pay on that same
basis. We continue to neet those tests over the years. There
Is significant transparency and a culture of transparency for
payers, providers, and patients. Much of the cost information
of all hospitals are in the public domain. Mich of the case
m xed information is readily available. The comm ssion
conducts its work in public. The rates are regul ated for
hospitals but not for physicians. As we'll see in a nonment, we
have the | owest mark up, that is to say the difference between
cost and charges in the country.

The basic conponents of the rate system | won't go into
detail. It is by full adm ssion; an incredibly conplicated
system but it could be made nuch sinmpler by having a single
rate that goes to everybody and it wouldn’'t be fair or right.

It begins with departnmental unit rates. The comm ssion
actually does set rates for things such as patient day in a
medi cal surgical unit, |aboratory tests per RVU, energency
services, and so forth. Hospitals are required to charge those
rates and there are consi derable penalties for failure to do
SO.

In addition to the departnmental unit rates there is a
cost per case constraint akin to a DRG payment, although not

preci sely payment on a DRG basis. There's an inpatient cost
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per case constraint that is case m x adjusted, and an

out patient cost per visit constraint as well. Each year
hospitals are eval uated across the board ranging from Johns
Hopki ns hospital on one end of the distribution to MCready
Hospital in Crisfield, out on the eastern shore with 30 beds on
the other end of the constraint. Each are measured for

relative efficiency.

Those hospitals that have poor performers are in |line
for greater scrutiny. Inmportantly we regulate cost, not
profits, to the extent to which hospitals are able to generate
a bottomline performance are allowed to keep that and to use
that as they see fit. As | say, this systemis made possible
entirely by having very accurate and timely financi al
I nformati on.

We have been relatively successful in being able to
bend the cost curve over time. W began this experiment being
25- percent above the national average in payment per adm ssion.
We are now 3-percent below the U S. average on an all-payer
basis. As this chart shows, and to make the point that Steve
made earlier, this was not acconplished in any one year, but it
was done over the magic of nmultiple years beating that nunmber
by 1 or 2-percent a year, the magic of conmpoundi ng of results

i n savings that could be estimted as the area between those
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two |ines of about 45 billion dollars; a significant amount of
noney to say the | east.

| did nmention that one of the things that makes the
system unique is a much nmore equitable paynent system On the
| eft-hand side of this chart you can see the relative
di fference between what the actual cost of care is and what
paynment |evels are by various providers. These are not charges
but what actually is paid. As you can see, it is all over the
map. It is consistent with the data that Stu placed earlier
and points that had been raised previously. In Maryl and, to
the right in contrast, all-payers pay hospitals on the basis of
the sane set of rates in any hospital. Now we do permt, as |
menti oned earlier, cost justified discounts. Medicare and
Medi caid receive a 6-percent discount. They pay 94-percent of
charges, which is as | say, a far nmore equitable system

One way of measuring that inequity elsewhere is by
| ooki ng at the relative markup; how high a hospital has to set
their charges in order to hope to recover the shortfall that
they're receiving fromcertain payers. It is akin to the
sticker price of a car, which few but the suckers anong us pay.
As you can see here, anpbng the states, there’'s broad variation
in that. Payers that are dom nant are able to effectuate | ower
payment |evels, in many instances well above cost,

nevert hel ess. The people who take it in the neck nmost or the
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ones who pay charges typically are those without health

I nsurance at all.

The system has evol ved considerably over time. W are
continuing to evolve. W began very nuch in a day where cost-
based rei mbursenment was a system we needed to beat. W are now
nmoving to a systemthat is much nore popul ati on-based. Ten
hospitals in the state for exanple on what are called a total
patient revenue system These are hospitals in rural parts of
the state, nmuch of the eastern shore, and western Maryl and.
Those hospitals are on a gl obal budget. They have very strong
i ncentives to elimnate not only readm ssions but adm ssions in
the first place. In many of those jurisdictions you' ve seen
t he devel opnent of the type of integrated delivery systens that
you heard Greg and Steve tal k about before.

We have an all-payer, all-cause readm ssion incentive
in place now that virtually all of the hospitals in the state
are functioning under with very strong incentives to elim nate
readm ssion levels. Admttedly Maryland has high readm ssion
rates. This is an attempt to bring them down. We have all owed
bundl e paynments al ready for private payers that have cone in.
We would like to do that for Medicare as well, and have very
robust quality payment mechani snms both process and outcome
measures where there is roughly 20 mllion dollars on the |line

each year for institutions to be able to respond to.
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We're also quite interested in responding to CW
solicitations to allow Maryland to begin to bundle a number of
opportunities that are nmade avail able by CMM and to do so on
an all-payer basis. It is in our DNA to think about the world
across payers and to provide a set of incentives that are
uniformto the providers in the state regardl ess of the payer.
We think it is an inmportant way to bring about that change.

We're often asked, why Maryland. We're the only state
t hat has such an all-payer systemin place. New York had one
at one point in time, as did Massachusetts and New Jersey.
Here |I've listed some of the reasons why we think that that
m ght be the case: a significant role that hospital trustees
have played in the Maryl and Hospital Association, strong
political support and a very non-political process, a focus on
cost and |l ess on price mani pul ation, very broad authority, as
|”ve indicated, to evolve over time, certainly the ability to
do this as a system across all payers which is made possi bl e by
our waiver is critical to that authority.

Those are conponents that are not necessarily the case
t hat others are going to adopt, but |I think one of the basic
messages that you ve heard here is that |ocal communities can
often do best to figure out what works for the culture, the
politics, and the econom cs of their own comunities. Thank

you.
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EDWARD F. HOWARD: Great. Thanks, John. Jim Bentl ey
spent a long part of his life, and as someone once said, “Have
you been in strategic planning all your life,” and the answer
of course was, “Not yet.” You have been in a position to make
t hought ful observati ons about the inmpact of potential changes
on hospitals and the hospital sector for about as |ong as
anybody | know. Havi ng heard what you have heard fromthree
different very successful models, what kind of conclusions and
reactions do you have to the prospects for either these nodels
or ot her kinds of models for helping us inprove the cost and
quality that’'s delivered in the healthcare systenf?

JI M BENTLEY: Thanks, Ed. That’'s probably the nost
polite I’ve ever heard anybody say, “God, he's getting old.”
|*d make eight points. Some of which are influenced not by
what you’ ve heard today but by what |1’ve heard across a little
more than four decades in this town.

There often in this town is a tenptation by governnment
payers, whether it’s federal or state, to think of revenue
whi ch comes fromthe different payers and unli ke Maryl and and
all the other states varies in anount as if the dollar stayed
separate. That is, if there were pink dollars, green dollars,
bl ue dollars, yellow dollars. | know of no hospital in which
it operates that way. Essentially when you put together the

budget and you're | ooking at incone you will take those
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different strings, which do in fact vary, but you wil

aggregate theminto a single amount. In that sense all noney
I's fungi ble, and then you will set expenses based nore on
progranms than on who sponsored the patient.

You often see in this town a debate about the
profitability by payer. 1’'d make two points about that. One,
that’ s al nost always a retrospective cal cul ation | ooking at the
amount of money and the expenses. The second point | would

make in that is if you | ook at hospital financial reporting,

whi ch has i nmproved trenendously since nmy early days in the 60s,

It still is often made up with the small est portion being
direct cost. That is, you can say this amunt was actually
spent on this patient funded by that payer. The | arger anount

I n many, many cases is what are called allocated costs. That
is, you re spreading them across patients on some neasure,
whi ch allocates those costs. As a result all of the cost
mar gi ns we see on different payers are in some ways creative
accounting. Creative accountants can make it look a little
different.

Second point I'd make is that profitability though does
| mpact service decisions, apart in many ways in nmy view from
what happens in terms of payers. That is, take when Medicare
started and the early DRGs. It was very easy for institutions

and for physicians to realize that cardiac care was profitable,
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even if they had a margin of error in their calculations. W
saw a huge increase in the number of institutions across the
country seeking to provide cardi ac care. Li kewi se, even today
behavi or health, whether we' re tal king about nmental illness or
whet her we’re tal king about substance abuse is sel dom
profitable, and we see institutions not adding it; in fact

i nstitutions dropping it.

A third point to make that I owe to Stu Altman, and
let’s give himcredit for it. It was at a hearing when he was
chair of MedPAC | believe or maybe before that and the ways and
means on the other side of the hill. The commttee was really
trying to enact in Medicare paynent a specific change in
hospi tal behavior. The point that Stuart made to the commttee
was you're trying to do a very reasonable action by changi ng
Medi care payment to make this resulting behavior change in
hospitals, but he cautioned them that the hospital executives
could only make the changes that were possible within the tinme
period under their control.

If you were to make a rapid change in Medicare paynent
t hat you thought was going to have I npact A, the change that
m ght be happeni ng was B because that was the change the
institution could make. It has lead to both the political
argument and the political frustration that sometimes you’ll

see institutions or associations on their behalf saying if you

1 . . . -

The Alliance makes every effort to ensure the accuracy of written transcripts, but due to the nature of transcribing recorded
material, this transcript may contain errors or incomplete content. The Alliance cannot be held responsible for the consequences of
the use of the transcript. If you wish to take direct quotes from the transcript, please use the webcast of this briefing to confirm their
accuracy.



Al | i ance Paynent 34
Al'liance for Health Reform

April 13, 2012

reduce Medicare paynent pediatric care is going to suffer.

It’s not because Medicare payment is a big payer, if you wll,
for pediatric care. Once that budget is created, when you
shrink that budget the savings that you may be able to obtain

in the period of time ahead may be in the pediatrics area or

the emergency room or something not as directly related to the
payer as the regulator or |egislator thinks.

The fourth point I would make is particularly with Greg
and Steve. You heard descriptions of relatively integrated
systens. That is, they have some approval in the Rocky
Mountain area to | et nmoney flow between the entities. The
empl oyed Montefiore allows noney to fl ow between the entities.
In most of the country at this time, even with the number of
enpl oyed physicians that are growing, it sometines is very,
very hard to make a change in one part of the healthcare
system | ose noney there, and subsidize it with the savings
from sone place else. Whether it has been what we’ve seen in
HMOs, whether it’s Montefiore, whether it’s what’'s happening
out in Colorado there are constraints by antitrust where you
have the health systens siloed. You can take changes. You
coul d make changes. They woul d benefit both the system and the
payer and the provider, but you just can’t nove the noney

around from one pocket to another |egally.
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Fifth point I would nmake is that | would underline what
Greg said about physicians treating patients alike based on
medi cal condition not on payer. A nunber of years ago there
was a | ot of work saying if we told physicians what different
payers pay us would they change their behavior. The answer is
clearly not very nmuch, if any. You can put a note in the
el ectronic medical record if you want that says this is a
Medi care patient or a Medicaid patient. |t doesn’t change
physi ci an behavi or very nuch.

If you want to change behavi or what people have found
Is you take for a diabetic patient and you put in there,
remenber to check this patient’s feet, or ask this patient if
she or he has had an ophthal nol ogy visit in the past year or
certain kinds of |lab work. That the physician will respond to,
but if you think that sinply telling the physician we get paid
nore or less for this patient and therefore you can do nore or
| ess for them that doesn’t have a very good track record.

Si xth, |abels on payment sometimes have uni ntended
consequences. In the Medicare system one of the |labels is the
i ndirect medi cal education adjustment. That has lead to |ots
of within institution tension. That is, because the |last two
wor ds are nmedi cal education the medical education component of
the institution may feel that that noney should be theirs.

Then if you | ook at the history of where that came fromit was
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really a very statistically-based adjustment trying to make
sure that teaching and non-teaching hospitals had relatively
simlar cost to incone ratios. As payers have | ooked at things
t hey have found that don't put so many | abels on things or make
so many separate buckets to the institution because you can set
I n place an uni ntended consequence where a clinical service or
a service line or a function |ike education believes those
noni es are theirs and yet they were designed to be bundl ed.
Sevent h point |I would make i s about bundling. There’'s
a lot of attention in this town, and there’'s sone good work on
the | eft-hand side of your folder today about bundling and
aggregated paynment. | would rem nd you that you can bundl e at
one tier, but what happens at the tiers below the bundl e may or
may not dependi ng upon the decisions made by the entity that
recei ves the bundle may or may not neet what you're trying to
do. You create a bundle. You pay, say the hospital
i nstitution or another entity, and say we want you to have a
certain set of incentives. They may still distribute the nmoney
on a fee-for-service basis to the various pieces of the
delivery system |If they do that may underm ne some of what
you sought to acconmplish by paying in a bundled way.
Lastly, just one point to make that | hope you take
away fromlistening to the three that preceded ne. Communities

and health systems differ. They differ by their history and
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they differ by their characteristics. Particularly as we sit
in a roomin a |legislative building, this building wants to
provi de equal treatment under the law. At |east that’'s what we
say in this building. That gets very hard sometinmes to
reconcile with the fact that there are different traditions,
different history, different opportunities in a given commnity
t han i n anot her.

| think one of the chall enges, whether it’'s commerci al
payer, a state-based Medicaid program the Medicare programis
they’'re often trying to take one tenplate and apply it across
the entire community. One of the things |I would underline to
make sure you understood from John is when he tal ked about the
Maryl and Cost Review System it |ooks at each of the hospitals
I ndi vidually. It makes some adjustments for that. | remenmber
when Hal Cohen, who was the original staff director of the
comm ssion, was kind of chastised for a hospital that was build
I n Easton on the eastern shore. It was an all electric
hospital in the era when people thought that nucl ear power was
going to make electric energy very cheap. That isn’t what
happened. It turned out to be a fairly expensive hospital, in
terms of its energy costs at | east.

On that basis the comm ssion made a decision about that
hospital and its history and its characteristic. Wile the

| ogic could apply to other hospitals, but because you paid one
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hospital or recognized its cost didn't apply to others. In

t hat sense |’ m not chanpi oning the Maryl and system although
|"ve lived under it for the 40 years John described, but you
have to be able in the payment system sonehow to adapt and
understand the kinds of things that have happened in Col orado
in Greg’s organization. Wrk in that setting has worked across
time, reflect the history. | hope we would all remenber that
as we go forward. There is, in my opinion, no single magic
cookie cutter.

EDWARD F. HOWARD: Ckay. Thank you, Jim W' ve got to
t he point where we want to hear fromyou. You have the
opportunity to ask questions on cards that are in your kits.
There are m crophones that you can use to ask your questions
orally. | wanted to just rem nd you that, Jim made a reference
to the materials in the kits, they are extensive. They are
duplicated electronically on our website all health. org.

You can followup if you need to with those, including
the presentations that you’ ve seen on Power Point slides. There
are biographic notes much nmore extensive than we were able to
give to our speakers in the information. They' |l be a webcast
avail able of this briefing on Monday through the courtesy of
the Kai ser Fam |y Foundation. Thanks very much to them You
can |l ook at their website on KFF.org and find that webcast.

Transcript will be available in a few days on the Alliance
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website as well. Finally, as we go to the Q&A session we’' d ask
you if you would to fill out the blue evaluation formto help
us plan these sessions and inmprove them for you in the future.

Before we go to the m crophones | just wanted to nake
sure that our expert co-moderator m ght not be able to get
started with a question that has arisen as a result of the
presentation. Stu?

STUART GUTERMAN: Thanks, Ed. | had a question for
each one of the panelists. | can maybe start that off and
maybe we can get to the questions for those who have stepped up
to the mcrophone, and then kind of work the answers in as we
go along. For Steve, | wanted to ask, you do capitated rates
and you have a nunber of different payers flowi ng into your
system | presunme they don’'t all pay the same amount to you.
How do you deal with that? Jim has stated that kind of money
is fungi ble and that certainly appears to be true on one |evel.
How does it affect how you deal with each of the payers and how
you deci de how to pool the nmoney together to provide services
to your patients?

STEVEN M SAFYER, MD: | thought Jimsaid it very well.
"1l give you nmy version. W don’'t have Medi caid nurses or
uni nsured doctors; doctors that take care of uninsured or
ancillary people that work on the comercial patients. |In the

end, in the 1,500 beds, 100,000 discharges, and 3.5 mllion
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visits it’s an effort that is, for the practitioners, one that

i s opaque. They just see a patient and they take care of their

patient. By the way, nurses and doctors and professionals |ike
it that way. | forgot who mentioned this but | think it’s
i mportant to delineate this. | agree that in general the noble
m ssion of the practitioners is preemnent. The reality is

that if you're in a system where you're tasked to see patients
t hat pay better you do notice whether or not sonmebody is
comercial, Medicare, or Medicaid. Many faculty practices
across the country, you basically make what you earn. The
systemis not opaque in the majority of the pl aces.

I n our systemit is. A patient is a patient.
Obviously if we didn’t have a margin at the end of the day we
couldn’t invest in ourselves and we couldn’t underwite what we
| ose noney at. In fact, nost things at Montefiore with an 80-
percent governnmental payer m x | ose nmoney. Medicaid |oses
noney. Medicare at best breaks even. W make noney on
comrer ci al .

Anot her way to slice it is on the capitated business
there is a margin, but it took a while and time and effort to
be able to generate a margin. Our margin overall on a three
billion dollars | ast year was 2.5-percent. The average
academ ¢ medi cal center in this country is generating 7, 8, or

9-percent; the big names. | guess in the end there' s a panoply
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of payers. Underneath it the econom cs are inmportant and

conpelling. W have to pay attention to that.

The last time | checked, | don’'t have a | ot of |everage
with Medicaid or Medicare. |I’ma regulated utility fromthat
point of view. | do have |leverage with the commercia

I nsur ance. Bef ore soneone asks me this, 20-percent of the
activity which is commercial, generates one-third of the
revenue. Obviously the commercial insurance either capitated
and/ or fee-for-service where it’'s fee-for-service is a payer
that is underwriting the | oses el sewhere.

EDWARD F. HOWARD: Greg, do you want to add to that?
We'd ask the fol ks who are asking questions orally to identify
t hemsel ves and be as brief as you can.

BARBARA TOMAR: Hi. | " m Barbara Tomar fromthe Coll ege
of Emergency Physicians. This has been really enlightening.
|”ve |l earned a | ot about each of the systens that it was very
I nteresting detail, even in Maryland where |1’ve |lived al ong
with JimBentley for years. |’ mcurious for each of you how
you think all things being equal and health reform goes forward
the influx of several 16 mlIlion new Medicaid patients,
subsi di zation of other folks in the private sector, and a huge
pressure on conmercial payers to start lowering their own
payments so that people have affordable health care is going to

affect your current operations.
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GREGORY REICKS, DO: It’'s interesting. You have the
i nflux of Medicaid new enrollees in our market has already had
a dramatic inpact on our model, and we’ve had to change the
nodel because of that. | think as we move forward we’ re going
to be | ooking at, particularly with Medicaid, a different
nodel . In fact, it was kind of interesting. You made the
comment about how governmental agencies are sometimes wanting
to find one solution for every market. We actually nmet with
Medi cai d just | ast week, our |IPA. W proposed a capitated
nodel. We went to them and said we’'d |like to be paid on a
capitated nmodel for Medicaid members. They said, “We can't.”
We said, why not. They said, “Because the rest of the state
doesn’t want to do that.” | think that from our perspective it
Is going to put a significant strain on our current financial
nodel . Hopefully the Medicaid for one will respond with a
better system

The other thing that we’'re learning is what we're
trying to do in our market in terns of primary care services,
we understand that with this influx of newly insured people as
well as Medicaid there’'s going to be some access issues,
particularly for primary care. \What we’ re doing in our Beacon
programis we're trying to teach our primary care physicians a
different way to practice in terns of team based care, using

el ectronic tools to deliver services so that they can actually
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expand their panels because we realize you just can’'t create
primary care physicians out of thin air. There' s not a
tremendous nunber in the pipeline.

That’ s our nodel is really trying to change the way
that primary care physicians deliver care so that maybe they
can manage a bi gger panel.

STEVEN M SAFYER, MD: Just a quick comment. All
health care is local. It cannot be nore dramatic in terns of
the ACA and what it will acconmplish. Background; 2007 to now
we have | ost 5-percent of commercial insurance with a direct
switch to Medicaid. People lost their jobs. They had
I nsurance. They understood insurance. Then they got in the
Medi caid roles. That’'s a cut of another name; significant one.

In terms of going forward, unfortunately, and |I said
this earlier, because of the lack of immgration reformin the

country there’'s not a very big upside. New York, as everyone

in this room knows, has a very liberal Medicaid system There

are seven mllion of the 25 mllion that live in New York are
on the Medicaid roles. There is very few. | think it’s adult
men without children will get insured under the Medicaid

program The last time | checked in the Bronx they’ re not
comng in to get insured.
| m concerned. Much of our commercial insurance wil

probably be switched to the exchange, which will be an
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additional cut. There is very little upside. That’'s why the
i ssue of, somebody’s going to ask it, disproportionate share is
huge goi ng forward because of the way we’'re paying as a
hospital industry for healthcare reform

JOHN M COLMERS: | can say from both my hat as the
comm ssion chair and wearing my hat from Hopkins, whatever
problems | identify are problems |I’d be very happy to live with
given what the current status is, and having waited ny entire
career to get us to the point where we have moved towards
expansi on of coverage. For us in Maryland, because of the
payment structure, the movenment from one payer to the other, at
| east on the hospital side, is not as significant. W wil
continue to have roughly half of our uninsured remain uninsured
and will continue to be that way in |l arge measure because of
their immgration status. | would agree with Steve that that
is going to remain a significant issue and certainly would
agree with the points with respect to physician supply.

Al'l of this, independent of whether health reform
whet her the Affordable Care Act is upheld, whether or not the
president is reelected, | think these are in inexorable changes
that we’'re going to have to confront neverthel ess. I think the
payments systens are changing dramatically regardless. The
pressures that are going to be placed on us because of budget

deci sions are going to have to be made with respect to Medicare
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and Medi caid, and the inpact that comercial insurers are going
to have. It is forcing us all on the providers’ side to
fundamentally reexam ne the way in which we are delivering

care.

Those are problenms | think we ought to be prepared to
live with. It’'s certainly a guarantee of enployment.

EDWARD F. HOWARD: Yes? Go ahead.

CAROLI NE POPLIN, MD: |I’m Dr. Caroline Poplin. [I'ma
primary care physician. M question is to the gentleman from
Hopki ns, from Maryl and, which is where | live also. The inpact
on payers; have you noticed or can you measure any way that the

savings fromthe transaction costs that ensue when every payer

has to make a different arrangement with every hospital? There

are the transaction costs in doing it. Then it introduces a
certain element of irrationality in the system It’s very hard
to conmpare on hospital to another. If you're a patient there

are restrictions on which hospital you can go to because your
Bl ue Cross Blue Shield has a deal with this one but not a deal
with that one. Taking that elenment out should make this system
better.

JOHN M COLMERS: | think there are people who woul d
argue that that is part of the basis for how we’'ve been able to
beat the cost increases over the years is to nake a nore

rational system That doesn’t mean that our paynment system
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doesn’t have its own share of irrationality built into it

still. It remains to a |large extent a fee-for-service system

| think that the steps that we would like to see the system
evolve to is one that noves away from fee-for-service. The way
we’' ve described it in the past has been because hospitals don't
have to negotiate payer by payer by payer they can spend their
time not so nmuch on the revenue side of an income statenment but
on the cost side of the income statenent to become nore
efficient.

CAROLI NE POPLI N, MD: Thank you.

EDWARD F. HOWARD: M ke, are you at the m crophone or
just standing there? 1t’s a question for | guess Greg and
Steve both. How do you handl e behavioral health integrating it
or not into your systens? How are you measuring the inpact of
behavi oral health, either the causes or the outcones?

GREGORY REICKS, DO:. | wish it was nmore integrated. In
our market right now in Colorado there’'s a behavioral health
organi zation that’'s actually a carve out for Medicaid.
Behavioral health is really handled alnost in a different
system in Col orado and under a capitated model. That's for
Medi cai d. Obviously for Medicare and conmerci al popul ations
nmost of the behavioral health care that’'s delivered in our
mar ket is delivered by primary care physicians because we're

woefully under served by psychiatry and other nmental health
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professionals |ike |I suspect nost of the rest of the country

I S.

Our goal is eventually to bring that behavioral health
organi zation into a risk arrangenent with us for all those
three lines of business |like we tal ked about.

STEVEN M SAFYER, MD: It’s a very inmportant question.
A coupl e of things. | neglected to nmention that we have a
behavi oral health organization that takes risk, which has
125,000 lives; plays a significant role in concert with the
care management organi zati on for managi ng our capitated
busi ness. That being said, the big challenges ahead in the
urban city | believe are in the dual eligibles and the
previously exenmpt Medicaid patients from managed care prograns,
especially in a state |ike New York.

As an example | told you there’'s seven mllion Medicaid
reci pients in New York State. One mllion of them are outside
of the managed care programs. The rest are in managed care one
sort or another. The majority has been nonprofit PHSPs, but
there is tremendous interest fromthe for-profit insurance
conpani es, | ow and behol d, because of the incredible amunt of
revenue that exists in the exenpt patients. There are 700, 000
dual eligibles in New York State. 70,000 reside in the Bronx.

The overall spend in the Bronx is 15 billion dollars. [If you
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t ake Medicaid and Medi care spend on the 70,000 it approaches
four billion.

The for-profit conpanies are keenly interested because
there’s a revenue stream that they can take out of the mx. W
are determned to bring themto us in a capitated nodel because
again we believe that that’s the best way to integrate the
care. In the end they're the nost dramatic and integrate the
Medi care and the Medicaid because their Medicaid in the nursing
home and Medicare in the hospital, which makes no sense, which
|”ve been talking to Stu about since he was at CMS. |’ve made
many proposals. Those are just two parts of a |arge agency |
guess. Maybe somebody is here from CMS.

If you | ook at our Pioneer or you | ook at our other
capi tated business or you | ook at our fee-for-service business
mental health issues and/or substance abuse are huge and play a
gigantic role in the very expensive patients. They are a
significant challenge for us going forward. W need to grapple
with it.

EDWARD F. HOWARD: Go ahead.

TATE HEUER: Tate Heuer with Senator Pryor. | have a
guestion for Steve and Greg.

EDWARD F. HOWARD: Would you get closer to the

m crophone?
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TATE HEUER: Tay Hure with Senator Pryor’s office and a
guestion for Steve and Greg. One of the issues that | hear
fromproviders in our state about our fragmented paynent nodel
is with the different private payers out there the amount of
time that goes into things like utilization review and filling
out forms and getting approval for procedures, and having
really a different approach and a different set of forms that
goes with each payer. As you nove to a nore integrated setting
and bundl ed paynments, capitated payments, that type of thing do
you nove towards your organization doing nore of that and
dealing less with the private payer in terms of doing that?
Woul d you say nmore of your resources go toward providing care
and less in adm nistrative expense? O is really that
di scussion all separate and apart fromthe one we' re having
t oday? Thank you.

STEVEN M SAFYER, MD: Just very quickly. Something
John said earlier caught ny attenti on. | can’t tell you how
many people literally work for me that are dealing with the
commerci al payers to fight over the revenue. That’'s basically
what it is. It’s a very civil systemand | admre it.

| al so have of the 18,000 enpl oyees easily 600
i ndi viduals that spend all their time trying to get paid for
what we’ ve done, whether it’'s capitated and/ or fee-for-service

because there’' s always a tug-of-war. There's a tough of war

1 . . . -

The Alliance makes every effort to ensure the accuracy of written transcripts, but due to the nature of transcribing recorded
material, this transcript may contain errors or incomplete content. The Alliance cannot be held responsible for the consequences of
the use of the transcript. If you wish to take direct quotes from the transcript, please use the webcast of this briefing to confirm their
accuracy.



Al | i ance Paynent 50
Al'liance for Health Reform
April 13, 2012
with the governnmental payers and a tug-of-war with the
comercial payers. As far as |I’mconcerned |I'd |ike to convert
them to caregivers. |"d like to hire 600 social workers to
take care of the nentally ill that we were just talking about.
| think that’s a huge waste.

| can’t neglect to mention medical mal practice, which
appears nowhere in any of the reformthat we’ve seen com ng
down the pike. Montefiore' s medical malpractice despite
out standing results across the board by all kinds of measures
and awards was 120 mllion dollars this year. That is, | could

doubl e the bottomline with tort reform

In the end what you have now, when | nove towards the

capitated nodel | can create for the nmost part my own standards
and the noise kind of gets nore refined. | can tell you that
t he hardest part with the commercial payers that I'"mtrying to

convert into shared savings and/ or capitated, the ones that
remai n outside, has been to get themto all do the sane thing.
|’d like themto do the Pioneer because I'd have to hire 50
people to just report out on the inportant things | think we
need to report out. We need to, | think, harnmonize and across
the board create the same quality and cost standards so that
the system can do what it should do, but do it |ess

expensively.
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EDWARD F. HOWARD: We’'ve got a question that we’|l
maybe start with John Col mers because we’ ve got a second piece
of it that cones in another question. The way it’'s asked is,
i's not Montefiore ACO nodel the only one of the three presented
t oday that’ s scal able through a national |evel. John, the
twist on that is why is it that the states besides Maryl and
t hat had all -payer systens don’'t have it anynore? Do you have

anybody com ng around to you saying that’'s a great idea, can we

| earn how we m ght replicate it?

JOHN M COLMERS: | tried to describe why Maryl and did
it. | think there's pretty good case studies on why New York,
New Jersey, and Massachusetts gave it up. It was in |arge

measure because the hospitals there thought they could make
nore noney under Medicare PPS than they could under their
system that they were operating under. They gave it up. |
t hi nk those systens al so were far nmore conplicated than
Maryl and or far more prescriptive, particularly in the
statutory authority.

| would agree with the question. This is not a system
in Maryland that is scal able nationally. W have never
proselytized and tried to suggest that other states should try
it. MWhat | do think states should do and jurisdictions should
do too is to figure it out on their own and broad waiver

authority and broad denonstration authority by CMS to all ow for
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al | -payer and nulti-payer models | think is in fact scal able
and somet hi ng that ought to be tried and done in different
jurisdictions.

The point that Steve just made about wanting to have a
comon set of rules across payers for an ACO-li ke nodel is
precisely the type of work that we are trying to develop in
Maryl and to apply it not just to Medicare but the other payers
so that ACOs and nedi cal hones and bundl e payment can occur
under a common set of rules so we can focus our attention on
actually delivering care and | ess on the adm nistrative
di fferences that exist on the margins.

EDWARD F. HOWARD: Steve and Greg, do you agree with

the prem se of the question?

STEVEN M SAFYER, MD: | think that you've really heard
two different models here. The Montefiore nodel | think has
certainly a lot of merit. The problemis that a |ot of health

care in our country is not delivered in areas where you have a
Montefiore. A lot of it is delivered in communities where you
have maybe one hospital, a few hundred providers or |less. \What
kind of systemwi Il work in that type of market? When | go
around and talk to physicians there’'s still a | ot of

physi cians, surprisingly in this country, who don’'t want to be
empl oyees of health systenms. They want to remain independent.

We're seeing a little bit of a resurgence in the |IPA nmodel
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where potentially physicians can cone together in some sort of
entity and begin to become nore integrated and start to share
some risk with payers.

As we’ ve tal ked before, I think our nmodel is scal able.
lt’s just a much smaller scale.

GREGORY REI CKS, DO: Conmment on New York and Nifrim
[ m sspell ed?], which was the all-payer system for 18 years in
New York State at Sunset and 95. | agree with what John said.
| would add though that it left hospitals in New York across

t he board capital served because the rates were set at expense.

Kind of a funny system the nore you spent the nmore you got.

It was just at expense. It didn't take into account capital
needs.

| think this is a truly terrific nmodel. I"’mflattered
by the question about Montefiore, but | do not believe it’s

actually a model that is reproducible in every part of the
country, especially because of Greg’'s coments. | think there
really are different settings. | do believe that over time,
and beyond the time that I’min the position I'’min, there will
be a single payer in this country. They just won’'t call it a
singl e payer because it’s Anmerica and it will seem socialistic.
There' || be a systemthat is essentially single payer.

The Maryl and systemis essentially single payer the way

| understand it. It's just a single payer in the sense that
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France is some ways a single payer. |It’s private insurance and
private provider, but there are rules of the road. When | get
back to New York I’'Il be on a highway that’'s crowded. | was
going to say, even in the Bronx, for the nost part people stop
for red lights and go on green; for the most part. |’ m not

sure about Gypsy cabdrivers.

Rul es of the road nmake sense. By the way, the roads
were built by the state and federal government. What we don’t
have in this country are rules for the road that create
standards across the board and normalize how we’'re paying for
health care, and that’s why we have the system we have. The
| eft and the right are unhappy with it no matter what they say.

EDWARD F. HOWARD: Ji nf?

JI'M BENTLEY: |"d make a couple of observations as a
Maryl and resident that | think Maryland did some things right
and had some things fortunate. One, the comm ssion you wil
recall John said has seven nmenmbers. | think that has been a
strength because nobst of the people who have been comm ssioners
don’t wear a single hat. They may be on the board of something
and a CEO of a hospital or involved in an NGO and this, that,
and the other thing. They've conme to the table in a small
enough group that they’ve had to weigh all their interests
rat her than saying |'m here sinply as the out state hospital

person or the Baltinore City Hospital person or whatever.
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The second thing I think they’  ve benefited fromis just
a fabul ous | eadership. John may not want to say this, but
whet her it’s Al Cohen or John or Gram or anybody who’'s been
there as the executive director, they have really been very,
very thoughtful and very, very realistic. | think part of that
realismis a third thing. There are John, what 53 to 55
hospitals under the—

JOHN M COLMERS: Forty si x.

JI M BENTLEY: Forty six. You can’'t take that nodel, in
my opinion, to Texas or California, New York, or some other
states. There has been an advantage, and they were able to
start by | ooking at each, individual hospital and setting its
own rates for that hospital. | would not be surprised if we
got where Steve just said, a single payer with some set of
characteristics, though we won't call it that. | think doing
that is going to be harder in many other states than it would
be in a state |ike Maryl and.

Emly Jones: Hi. I"mEmIly Jones fromthe Bureau of
Primary Healthcare in the Health Resources and Services
Adm ni stration. This is a question for Steve. Congratul ations
on getting into the Pioneer ACO program | think a few of your
ambul atory centers are federally qualified health centers. 1°'d
be curious to hear about the role of the section 330 funding in

what you' re able to do and any restrictions on that funding
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that you'd like to tell me about, how HRSA can better support
you in all the great work you' re doing.

STEVEN M SAFYER, MD: We have in on our way to
hopefully 15 FQHCs. Some of them are the oldest in the
country. They are very, very inmportant because they give us,

I n poor communities, the ability to provide wrap around
services that would not be avail able w thout that extra
support, especially for pregnant women and a nunber of the

ot her health and social needs of the patient. [It’s absolutely
a terrific program

340B, we should have expanded it and nmultiple purposed
it in healthcare reformin my opinion. It would have nothing
to do with mandates or severability. | think it’s a terrific
program that we need to work together on in expanding. |
give you a very inportant thought. Wth 18,000 enpl oyees |I'd
li ke to be able to purchase their nmedi cines through the 34B
program because | think it would nake a significant dent.
There’s probably 60 or 70,000 dependents all in for those
empl oyees that live in the Bronx. The program would be a very
effective and i nportant program

There were a couple of other areas like in the hospital
proper where |I’m not able to buy in that program |t would be

very good. Thank you. | was a National Health Service Core
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Schol ar reci pient and HRSA desi gnated where | worked. |

appreci ate what you did.

EDWARD F. HOWARD: We have one nore question | think we
have time for. It’'s directed to Dr. Reicks. What are the
advant ages, the questioner asks, of an |IPA serving as the | ead
organi zation in form ng an ACO versus a hospital systenf

GREGORY REI CKS, DO: \What we’ve discovered in our
organi zation is that physician-driven, physician-lead efforts
seemto gain nmuch nore traction than efforts that have been
pronot ed by our hospitals or our payer. For us, | think having
physi cians in our organization who serve on all our commttees,
our physician-|lead physician commttees. W invest a |ot of
resources in our physician commttees. W feel that that’s
been a key conmponent to the success that we’ve had. The
physi ci ans who design our quality progranms, the physicians who
design our efficiency prograns, they all either benefit or not
from being part of those prograns.

| think that just having that type of physician
i nvol vement is key to our success.

EDWARD F. HOWARD: |If anybody has any 15 second fi nal
comments we have time to entertain them Thank you is a good
way of starting because | have several of those up nmy sleeve if
you will. Thanks to the Commonweal th Fund for the excell ent

participation and the shaping and the co-sponsorship of this
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briefing. Thanks to you for asking good questions. Renmember,
you can check out the webcast on Monday. The transcript is
probably at the end of the week or early the foll ow ng week.
Commonweal th is going to be doing a bl og post on
commonweal th.org. 1Is it comonwealth or conmmonweal t hf und. org?
Commonweal t hf und. org.

|"d ask you to A, fill out those blue evaluation fornms
i f you haven't and pass themin if you have. B, join ne in
t hanki ng our panel for taking a great shot at a tough, tough
t opi c. [ Appl ause] .

[ END RECORDI NG - 17827-041312 alliance_paynment audi 0]
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