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Presentation Notes
This presentation is designed to be an educational summary on ACOs for physicians. ACOs are a reality and a key element of health system reform. TMA needs to be able to guide its members and shape policy. We need your direction for strategically planning to address the ACO reality because it is the future of health care delivery in the U.S.  Reform will not be repealed; we need to live with it or physicians will lose out in the whole scheme of things. 

Please hold questions until the end of the presentation. Chances are, they will be answered. 

The presentation will be divided into 5 parts:
Background
Requirements
Pros and Cons
Questions and unknowns
What physicians and TMA should be doing 




BACKGROUND
Part 1: 

Presenter
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Where is the market and why do we need clinical integration?
In 2000, 43.3 million Americans were on Medicare. By 2030, 78 million Americans will be on Medicare. With the system nearly bankrupt, how will we pay for this care?
There will be an estimated shortage of physicians between 55,000 and 200,000 by 2020, Who will take care of these patients?
Since the 1999 NIH study, there has been an increase in emphasis on quality and outcomes. Physician rating and tiering is only one manifestation of the emphasis on quality and cost of health care. 



Background
 PGP in 2005

 MedPAC Report 2009

 Patient Protection and Affordable Care Act 
(“PPAC” or “ACA”) 2010
– CMS Center for Innovation beginning in 2011

– Demonstration Projects beginning in 2012

– New Payment Models

– Waiver of Antikickback and Stark requirements
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ACOs have actually been around since the Physician Group Practice  demonstration project in 2005. It was initiated by CMS to offer large group practices the opportunity to earn performance payments for improving quality and cost efficiency for delivery of care to Medicare beneficiaries. They were deemed a success – by year 3 groups shared in $23.5 million in savings.

The term "Accountable Care Organization" (ACO) was used by the Medicare Payment Advisory Commission (MedPAC) in its 2009 Report to Congress to describe a new Medicare provider classification that would consist of clinically and economically integrated health care entities. The theory was that the government would contract for services directly (as opposed to the current practice of contracting for Medicare services through private-sector Medicare carriers and fiscal intermediaries).  ACOs were described as consisting of "primary care physicians, specialists, and at least one hospital" responsible for quality and overall annual Medicare spending for their patients, paid on a fee-for-service basis, with a withhold with bonuses or reductions dependent on meeting resource use and quality targets. 

The Patient Protection and Affordable Care Act creates groups or networks of physicians and hospitals that voluntarily agree to track quality of care benchmarks and Medicare patient outcomes in return for additional reimbursement from the federal government. Among the PPAC's requirements for ACOs is the requirement that an ACO "shall have a formal legal structure that would allow the organization to receive and distribute payments for shared savings . . . to participating providers of services and suppliers." 

Effective January 1, 2011, the HHS secretary has established a CMS Center for Innovation to test care models that improve quality and slow the rate of growth in Medicare costs. 




PPACA on ACOs

 Payment – fee-for-service to risk approach for 
meeting goals; achieving savings

 Incentives – integrated approach to care, 
especially chronic disease

 Incentives - focus on savings rather than on 
delivering more care



Center for Innovation

 Section 3021 establishes the Center for 
Medicare and Medicaid Innovation (CMI)

 Goal is to address deficiencies in care with 
poor clinical outcomes and unnecessary 
expenditures

 Reimbursement to groups of providers rather 
than individuals to promote care coordination

 Other innovation 
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Has authority to test proposed methods of coordinated care delivery such as ACOs

To test innovative payment and service delivery models to
Reduce program expenditures while preserving or
enhancing the quality of care furnished to individuals
• Preference to be given to models that also improve the
coordination, quality, and efficiency of healthcare services
• The CMI shall consult representatives of relevant Federal
agencies, and clinical and analytical experts with expertise
in medicine and health care management
• Use open door forums or other mechanisms to seek input
from interested parties
• Select models to be tested from models where the
Secretary determines that there is evidence that the model
addresses a defined population for which there are deficits
in care leading to poor clinical outcomes or potentially
avoidable expenditures



Demonstration Projects

 Payment Bundling

 Medical Home

 Gainsharing 
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There are numerous demonstration projects. It is not our intent to go through them here today.

If asked for examples, cite:
National Pilot Program on Payment Bundling (Sec. 3023) By January 1, 2013, the HHS secretary is required to establish a Medicare pilot program for integrated care. The secretary will also establish a payment methodology, including bundled payments or bids for episodes of care. Payment will be made to the entity that is participating in the pilot program. 
Independence at Home Demonstration Program (Sec. 3024) 
Extension of Gainsharing Demonstration (Sec. 3027) Extends existing program 2 more years. Under this arrangement, the hospital provides payments to physicians that represent a share of savings attributable to collaborative efforts between the hospital and the physician.
Community Health Team Support for Patient-Centered Medical Homes (Sec. 3502) The HHS secretary is required to provide grants or enter into contracts with eligible entities to establish community-based interdisciplinary, inter-professional “health teams” to support primary care practices (including obstetrics and gynecology practices) within their local hospital service areas, and to provide capitated payments to primary care providers according to criteria established by the secretary. 




Payment Model Options

 Shared Savings

 Partial Capitation

 Flexibility to use payment model that 
Secretary determines will improve quality and 
efficiency

 Bundled payments covering an episode of 
care (physician, hospital, rehab, etc.)
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There will be a shared savings model in place by 2012. These will be in the form of “extras” for meeting benchmarks. We just don’t know what those benchmarks will be.

The most likely scenario for base payments will be bundled payments covering an episode of care. After that, it is up to the ACO governance structure to divide payments among ACO participants. 



REQUIREMENTS OF ACOS
Part 2



Requirements of ACOs

 Formal legal structure to distribute/share 
savings

 Capability to treat minimum of 5000 Medicare 
patients

 3 year or more participation

 Track quality and cost data

 Promote evidence-based medicine

 Other patient-centered criteria TBD
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Under PPACA, ACOs must:
1. Have a formal legal structure to receive and distribute shared savings provided by the federal government;
2. Have a sufficient number of primary care professionals treating a sufficient number of Medicare beneficiaries (i.e., 5,000 beneficiaries minimum);
3. Agree to participate in the program for not less than 3 years; and
4. Have sufficient structure, leadership and administrative processes to track quality and cost data and promote evidenced-based medicine.       

Most ACOs envisioned today share these elements:
• Cost control: accountability for the quality and cost per patient participating in the ACO;
• Risk: ability to prospectively establish the organization’s budget and resource needs;
• Data collection: ability to measure performance and use the results to drive improvement;
• Managed patient care: capability to provide or manage patient care across a continuum of settings; and
• New payment models: willingness to implement payment incentives that reward health care quality improvement, efficiency, effectiveness, and timeliness.

Sound familiar? It should. Most of these features were central to the health maintenance organization or delegated provider networks that rose up in the
1990s. Many went bankrupt as a result of insufficient capitation rates, the unfulfilled promise of additional clinical reporting, and inadequate management tools. But today, electronic data gathering capabilities have improved so, we shall see…



Legal Structure 

 Physicians and others in group practices

 Networks of physician practices

 Partnerships or joint ventures between 
hospitals and physicians

 Hospitals employing physicians 

 Other forms that the Secretary may approve
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The new law does NOT specify the particular legal structure the ACO must follow.
ACOs may choose:
Physician only i.e. large multispecialty practice. Hospitals and hospital systems do NOT have to be part of an ACO structure. 
Vertical integration – hospital system compensates physicians directly and contracts for hospital services and post-discharge services
Horizontal Integration – joint ownership by hospital and physicians 
Contractual model



How ACOs Work

 Providers continue to submit claims and be 
paid individually

 If benchmarks are met, ACO receives back end 
% of the shared savings
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“…a percent (as determined appropriate by the Secretary) of
the difference between such estimated average per capita
Medicare expenditures in a year, adjusted for beneficiary
characteristics, under the ACO and such benchmark for the
ACO may be paid to the ACO as shared savings and the
remainder of such difference shall be retained by the program
under this title. The Secretary shall establish limits on the total
amount of shared savings that may be paid to an ACO under
this paragraph.”
H.R. 3590: Patient Protection and Affordable Care Act



Distribute/Share Savings

 Quality benchmarks to be established
– Most recent 3-year experience Parts A and B

 Savings in expenditures for beneficiaries may 
be shared; computed in 12 month periods

 Quality benchmarks not yet determined but 
will likely focus on chronic disease, 
readmissions, and more
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The division of savings between an ACO and Medicare is unspecified at this time. The Secretary of HHS must establish the shared savings program before 1/1/12.

ACOs are responsible for determining how savings are split among themselves.

ACOs can be sanctioned by HHS for taking steps to avoid at-risk patient selection in order to increase costs to the ACO. How adverse selection is determined has not yet been determined. 



Requirement: Track Quality

 Rules to identify benchmarks due Fall 2010

 No  reimbursement cuts if quality benchmarks 
are not met

 Tracking expected to be via EHR
– Incentives available for meaningful use

– Ability to share information
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What Are the Quality Benchmarks?
These are yet to be determined, but CMS intended to publish a proposed rule in the fall of 2010 to identify these benchmarks. The rule has not been released yet.   
 
Will ACOs be Penalized for NOT Meeting the Quality Benchmarks?
We do not believe so; however, we are aware of a movement by the health insurance industry to institute penalties.  Our position is that the ACO should share in any cost savings if the quality benchmarks are met, but not have their reimbursement cut if they fail to meet these standards. 

EHRs - An ACO with 2 or more covered entities under common ownership may be a single covered entity under HIPAA and separately owned entities may share protected health information for purposes of the joint healthcare operation



Requirement: Track Quality

 Clinical processes and outcomes

 Patient and caregivers perspectives on care

 Utilization and costs

 Connectivity among providers as to EHR 
platform
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In determining quality of care, these factors will be measured. The specifics have not been developed by the Secretary. 



PROS AND CONS OF ACOS
Part 3:



ACOs: Pros

 Promotion and funding for EHRs

 Acceleration of use of best practices

 Access to specialists, especially for Medicare 
patients

 Arguably better care through use of individual 
care plans



ACOs: Cons

 Lack of administrative or judicial appeals of 
the Government’s determinations

 Opportunity for hospitals to control physicians

 Opportunity to squelch competition

 Possession of large market share

 Incentive based

 Ever increasing quality standard 
improvements

 Non-compliant patients punish ACO
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PPACA specifically prohibits any administrative or judicial appeals if:

You disagree with the government’s decision about whether your ACO is eligible to share in any savings.
You disagree with the amount of shared savings the government decides to pay you for your patients under an ACO.
You disagree with the Medicare patients the government assigns to your care under an ACO.
You disagree with the measurements the government plans to use to determine the quality of care you provide to your patients under an ACO.
You disagree with the government’s assessment of the quality of care you are providing to your patients under an ACO.
The government terminates the ACO from participating in the shared savings program.

Hospitals can seize the opportunity to control physicians by:
Employing them
Using employment or contractual leverage to mandate call, consults, etc. 
Prevent competition by having ASTC or imaging center within ACO or gobbling up surgical practices into the ACO to reduce patient load of non-participating physicians.

On the other hand, an ASO may create an entity with a very large market share which might invoke antitrust laws. There may also be some efficiencies in exclusive dealing; again, raising antitrust concerns. The Secretary has the authority to waive requirements of anti-kickback and Stark laws as necessary to administer ACOs.

A comment on the incentive-based nature of ACOs. Remember, there is no money in Medicare and Medicaid. Do you want to work longer and harder for the same pay or less?



QUESTIONS ABOUT ACOS
Part 4: What We DON’T Know:



Questions

 Can ACOs control patient choice so that all 
services are provided in-network?

 How are intervening medical conditions 
treated? New episode?

 Whose/What data is used for rate 
determination?

 How will cost of benchmarks be determined?

 What rules govern patient selection and 
underutilization?



Questions

 Calculation of risk-adjusted payments for age 
and health status

 Extent as to payment incentives for copays, 
deductibles, in-network differentials

 Effect on supplemental policies

 Provider credentialing and risk sharing

 Will adequate relief be afforded under Stark, 
anti-kickback and antitrust laws?



WHAT PHYSICIANS SHOULD BE 
DOING NOW

Part 5: Preparing for ACOs:



Transition Issues to ACOs

 Capability to accept bundled payments

 EHRs and interconnectivity

 Line up potential partners/alliances
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Organizational structures must be created which have the capability to accept bundled payments. 

During transition, “virtual bundling” can be used – providers are paid separately but payments are adjusted based on all providers’ joint efforts.



Physician Considerations

 In or Out?
– Age

– Employment

– Affordability of EHRs

– Loss of Medicare/Medicaid provider status



EHR Assessment

 TMA Resources
– Angie Madden, Director of E-Health Services, 

angie.madden@tnmed.org

– Comprehensive online resources at 
www.tnmed.org/ehealth/

• Selection

• E-Prescribing Resources

• Research and Quality Initiatives

• News and other links

mailto:angie.madden@tnmed.org�
http://www.tnmed.org/ehealth/�


What Should TMA Do?

Education and vetting of EHR vendors

Educate members on ACOs

 Make members aware of pitfalls of 
employment

 Advocate for physician-friendly standards in 
rules

 Monitor the pilots; communicate what works 
and what does not



What Should TMA Do?

 Study the formation of a CO-OP
– Small local health plan via contract with local TPA

– Provider network

– Client base

 Assign steering task to committee or form 
new steering committee with broad expertise

 What else?
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