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18.9 million seniors enrolled within 11 months
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Medicare Needs Improvement

For Many Seniors, Medical Costs
Consume More Than 1/5th of Income

% of seniors spending at least 20% of income on
premiums + OOP medical costs

38.7% Dlati 40.4%

22.4%

5.8%

<100 100-149 150-199 200-399 400 +
Income Group {% of poverty)

Source: Commaonwealth Fund May 12, 2017



Medicare Coverage Is inadequate

Opfion 1
* Do nothing (risk of bankruptcy)

Opfion 2
e Purchase a Medicare
Supplemental plan

Option 3
e Enroll in a Medicare Advantage

plan



1982—First subcontracting to private plan




A Deeper pocket

alam Image ID: EN3BR9
www.alamy.com



Ronald Reagan’s First Inaugural Speech
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Medicare + Choice

Regulations were developed, and
the program was launched in 1985
as Medicare Part C. Given the
name “Medicare + Choice” in 1997

Growth was gradual through 2000
amidst unfavorable public view of
Managed Care

Payment to participating insurers
was 95% of average cost of
Medicare beneficiary. Age
adjustment began in 1997




Medicare Modernization Act
o 2808

Medicare + Choice renamed “Medicare
Advantage”

Called for implementation for risk-based
payment system “Hierarchical Condition
Coding” system rather than universally
abused 95% payment scheme

Within a year, vendors began marketing
software to insurers to maximize
reimbursements with new risk-adjusted coding =N —
system.

Plans authorized to provide extra benefits



MA Plans Targeft Their Extra Benefits

https://www kff.org/medicare/issue-brief/medicare-advantage-2022-spotlight-first-look/ Accessed June 11
2022



Medicare and Medicaid
Keep Private Insurers Afloat

Revenues of & largest private insurers* ($ billions)

360. 7

- Frivate

B racdicare/Medicaid 304 .8

209.4

2010 2014 2016

So urce: Health Affairs 2017; 36:218% - ™ Actna., Anthem ., Cigna, Humana, United Healthcare
Mote: Figures exclude government payments for public wo rkers coverage



Medicare Advantage continues to grow...

Figure 1

Total Medicare Advantage Enrollment, 2007-2022

Medicare Advantage Penetration  Medicare Advantage Enrollment

2008 2010 2012 2014 2016 2018 2020

NOTE: Includes Medicare Advantage plans: HMOs, PPOs (local and regional), PFFS, and MSAs. About 58.6 million people are enrclled in

Medicare Parts A and B in 2022.
SOURCE: KFF analysis of CMS Medicare Advantage Enrollment Files, 2010-2022; Medicare Chronic Conditions (CCW) Data Warehouse from

5 percent of beneficiaries, 2010-2017; CCW data from 20 percent of beneficiaries, 2018-2020; and Medicare Enrollment Dashboard 2021-2022.

Source of data:


Presenter Notes
Presentation Notes
If trends hold, by next year, more than half of Medicare recipients will be in a private plan.

https://www.kff.org/medicare/issue-brief/medicare-advantage-in-2022-enrollment-update-and-key-trends/
https://www.kff.org/medicare/issue-brief/medicare-advantage-in-2022-enrollment-update-and-key-trends/
Stephanie Winters
If trends hold, by next year, more than half of Medicare recipients will be in a private plan.


Medicare Middlemen generate their profits by the
Same Three Methods as Any Business

1. Increase number of patients
2. Maximize revenue per patient

3. Minimize expenses (actual patient care)


Presenter Notes
Presentation Notes
DC and REACH middleman have a three-pronged business strategy: Increasing revenues by increasing Medicare payments, reducing costs by restricting care, and amplifying all of it by increasing volume as measured by patient lives.  

Stephanie Winters
DC and REACH middleman have a three-pronged business strategy: Increasing revenues by increasing Medicare payments, reducing costs by restricting care, and amplifying all of it by increasing volume as measured by patient lives.  


1. Increase Volume through Intense Advertising, paying
brokers, gimmicks (“AARP United Healthcare”)

Highlight low premiums, extra

benefits

—
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Don’t mention copays, narrow
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denials of payment



Three strategies to maximizing profits for investors in REACH

2. Maximize Revenues per Medicare Patient

Lobby for High "Benchmark” payments,
Distort quality date (affects bencl
payments

Upcoding and Risk Score Gaming

By making seniors look sicker than they
are, Medicare Advantage plans receive
far higher payments from Medicare,
regardless of how much care patients
actually recelve.

Hospice care for MA enrollees is paid for by
traditional Medicarellll (mean of 87 days in Hospice

= $17,400)
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Presentation Notes
First, how do they maximize revenues from Medicare? DC and REACH middlemen are similar to commercial Medicare Advantage plans in that they are paid a monthly lump sum payment per enrollee. Each enrollee’s payment is based on an estimate of their potential medical needs. But, REACH middlemen can increase those payments by making patients LOOK sicker than they really are, regardless of how much is spent on actual medical care. This is called upcoding. 

Stephanie Winters
First, how do they maximize revenues from Medicare? DC and REACH middlemen are similar to commercial Medicare Advantage plans in that they are paid a monthly lump sum payment per enrollee. Each enrollee’s payment is based on an estimate of their potential medical needs. But, REACH middlemen can increase those payments by making patients LOOK sicker than they really are, regardless of how much is spent on actual medical care. This is called upcoding. 


O
Coding drives Risk SCOres:

Risk Scores Drive Reimbursement

Healthy 76F HCC Typical Coding HCC Detailed Coding HCC

Baseline for age : Baseline for age 45 Baseline for age 45

No extra codes Obesity 0 Morbid Obesity 273
Type 2 Diabetes 104 DM w/ retinopathy .318
Major Depression 0O MD, Sing Ep, Mild 395
CHF 323 CHF, Class 3 323
Asthma 0 COPD 328

Ulcer, unspecified O Ulcer, stage 3 1.204
CHF*DM .154 CHF*DM,COPD 154, .19

Risk Score = 0.45 Risk Score = 1.03 Risk Score = 3.63
CMS pays insurer $4,000 CMS pays insurer $9,000 CMS pays insurer $32,000

Source: https://downloads.healthcatalyst.com/wp-content/uploads/2019/04/HCC-coding.png
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5 Ways to Improve HCC Coding Accuracy and Risk Adjustment (healthcatalyst.com)


Stephanie Winters
5 Ways to Improve HCC Coding Accuracy and Risk Adjustment (healthcatalyst.com)



Because Risk Scores are worth so much money,
MA Plans Have Become Masters of Coding

“Unsupported risk-adjusted payments have
been

d major driver of Iimproper payments
in the MA program.?

https://deliverypdf.ssrn.com/delivery.php¢lD=702000084013068001071103016064029065061037007020071061119065027014065123077

10311910105802000712505010911900501911801311211301503007102903809209711200912701007000112006202005409901903109 10850
260850140892000005003090082065127118099080016066025066065111112&EXT=pdf&INDEX=TRUE

1. https://www.healthaffairs.org/do/10.1377/hblog20200127.293799/full/
2. OIG report Sept 22 2021 at https://oig.nhs.gov/oei/reports/OEI-03-17-00474.pdf. Accessed Sept 22, 2021



Risk Score Gaming 20
Creates a Perverse Marketplace

[ \ [(The betfter \ [The MA Plan :
The more the benefits attracts (Hjlr?g ?T'; ;?ee =
expensive and the more A
frhe MA Plan '* lower the '* members arger profits
IS TO CMS COsTs for and grows to the Plan

\_ ) \umembers / \more quickly / )




Higher coding = Risk Score Gaming 23
A Suite 1o Optimize Business Results

[ more codes F

e Home care visits, annual Wellness exams
e Data-mine electronic health records

e Software tools to “optimize” initial set of codes to
maximize risk adjustment payments T .y

e Direct financial incentives to primary care providers



Medicare Overpays Private Plans
Total Overpayments 2008-2016: $173.7 billion

Cverpayments ($ billicns)

$25
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Source: MedPAC and Geruse and Layton, 2015



=
3. Minimize revenues spent on healthcare

Traditional Medicare
Medicare

Advantage

Patient Care:

98% Patient Care:

85%

Overhead

2%
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First, how do they maximize revenues from Medicare? DC and REACH middlemen are similar to commercial Medicare Advantage plans in that they are paid a monthly lump sum payment per enrollee. Each enrollee’s payment is based on an estimate of their potential medical needs. But, REACH middlemen can increase those payments by making patients LOOK sicker than they really are, regardless of how much is spent on actual medical care. This is called upcoding. 
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First, how do they maximize revenues from Medicare? DC and REACH middlemen are similar to commercial Medicare Advantage plans in that they are paid a monthly lump sum payment per enrollee. Each enrollee’s payment is based on an estimate of their potential medical needs. But, REACH middlemen can increase those payments by making patients LOOK sicker than they really are, regardless of how much is spent on actual medical care. This is called upcoding. 


3. Minimize Medical Expenditures:
Medicare Advantage Plans Otften Deny Needed Care

U.S. Department of Health and Human Services

Office of Inspector General

Report in Brief
April 2022, OEI-09-18-00260

Some Medicare Advantage Organization
Denials of Prior Authorization Requests

Raise Concerns About Beneficiary Access to
Medically Necessary Care

Source of data:
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Presentation Notes
Every year, tens of thousands of people enrolled in private Medicare Advantage plans are denied necessary care that should be covered under the program

https://oig.hhs.gov/oei/reports/OEI-09-18-00260.pdf
Stephanie Winters
Every year, tens of thousands of people enrolled in private Medicare Advantage plans are denied necessary care that should be covered under the program


Sicker Patients Leave MA Plans
Because They Can't Get Healthcare

Disenrollment reasons for 126 Medicare Advantage contracts with relatively high disenrollment, 2014
GAO Report 17-393 April 2017
https://www.gao.gov/assets/690/684386.pdf Accessed Aug. 19 2017



Sicker Patients Leave MA Plans

15%8

Traditional

Medicare 10%

" Medicare 5o
Advantage

0%

Health Affairs 2015;34:1675. 2011 data.

Similar results for patients with hospital or home care use

Similar results with @
hospital or home care us
5 4.0% 0
3.5% 3.5% 3.0%
No Nursing Short term Long term
Home stay NH stay NH stay






Medicare Managed Care (“Medicare Advantage”) continues to grow, but

Traditional Medicare Is Even Larger

Medicare
Enrollment,
Millions

Traditional

| |Advantage

https://www kff.org/medicare/state-indicator/total-medicare-
beneficiaries/2activeTab=graph&currentTimeframe=0&startTimeframe=10&selectedDistributions=original-medicare--medicare-advantage--
total&selectedRows=%7B%22wrapups%22:%7B%22united-
states%22:%7B%7D%7D%7D&sortModel=%7B%22colld%22:%22Location%22,%2250r%22:%22asc %22%7Dhttps:/ /www kff.org/medicare/state-indicator/total-
medicare-beneficiaries/2activeTab=graph&currentTimeframe=0&startTimeframe=10&selectedDistributions=original-medicare--medicare-advantage--
fotal&selectedRows=%7B%22wrapups%22:%7B%22united-states%22:%7B%7D%7D%7D&sortModel=%7B%22colld%22:%22L ocation%22,%2250rt%22:%22asCc%22%7D

Accessed Sept 22, 2021



Center for Medicare & Medicaid

INNOVATION

Landmark

Adam Boehler — a former roommate of Jared Kushner — ran
Contracting was first proposed in 2019.

Prior to running CMMI, Boehler ran a startup called Landmark Health, which
then became one of the first DCEs to contract with Medicare.

Boehler left CMMI in 2020


Presenter Notes
Presentation Notes
Now we know a bit about the obscure agency responsible for this radical transformation of Medicare. Let’s turn the clock back to see who was in charge of the agency when the Direct Contracting was hatched. Direct Contracting was first developed in 2019 when Adam Boehler — a former roommate of Trump’s son-in-law Jared Kushner — ran CMMI. However, the startup that Boehler ran directly BEFORE coming to CMMI, called Landmark Health, was one of the first companies to be win a contract with CMMI as a DCE. 

Stephanie Winters
Now we know a bit about the obscure agency responsible for this radical transformation of Medicare. Let’s turn the clock back to see who was in charge of the agency when the Direct Contracting was hatched. Direct Contracting was first developed in 2019 when Adam Boehler — a former roommate of Trump’s son-in-law Jared Kushner — ran CMMI. However, the startup that Boehler ran directly BEFORE coming to CMMI, called Landmark Health, was one of the first companies to be win a contract with CMMI as a DCE. 


Center for Medicare & Medicaid

INNOVATION

Brad Smith ran CMMI between Adam Boehler and Liz Fo

Before CMMI, Brad worked for the commercial insurer Anthem, which won a
DCE contract through its “CareMore” subsidiary.

After CMMI, he now runs “Russell Street Ventures”, an investment firm that
includes other CMMI alumni.


Presenter Notes
Presentation Notes
Let’s do that again! After Adam Boehler left CMMI, he was replaced by a young man named Brad Smith. Before he worked for CMMI, Brad previously worked for the commercial insurer Anthem, which may sound familiar because they are a major player in privatized Medicare Advantage. Anthem then became a DCE through its CareMore subsidiary. Brad now runs an investment firm called Russell Street Ventures where his team includes other CMMI alums. 

Stephanie Winters
Let’s do that again! After Adam Boehler left CMMI, he was replaced by a young man named Brad Smith. Before he worked for CMMI, Brad previously worked for the commercial insurer Anthem, which may sound familiar because they are a major player in privatized Medicare Advantage. Anthem then became a DCE through its CareMore subsidiary. Brad now runs an investment firm called Russell Street Ventures where his team includes other CMMI alums. 


Medicare Direct Coniracting (&
ACO/REACH)

For each PCP who has signed a DCE contract, CMS automatically “aligns” each of
that PCP’s Medicare patients to that DCE

CMS searches the past two years of every beneficiary’s claims to assign a PCP

Growth is driven by contracting with PCPs

Patients are not fully informed
Patients are not asked for consent
Patients can only opt out by finding a new primary care physician




Participant
Providers and
\Preferred Providers/

Traditional
Medicare

ACO compensates Participant
Providers and Preferred Providers
for claims reductions according to

respective contracts

e ™\

DCE / REACH

\ 4

CMS makes monthly payments to ACO
based on Participant Providers and
Preferred Provider reduction
percentages as agreed to (methodology
specified in Participation Agreement)

With REA€Hsproviders
willneed to track

» 20% from patient or
Medigap

* X% from CMS
* y% from REACH

* |ncentives etc.

REACH 2022 RFA Figure 6.1 page 40
https://innovation.cms.gov/media/document/
aco-reach-rfa Accessed June 9 2022




2. Minimize healthcare spending

Gross savings/losses as a ACO Shared Savings/ Shared
percent (%) of the Final PY Losses cap Risk corridors allow

Benchmark DCE/REACH to retain:
Risk Band 1: 100% of savings/losses . o/ = aro
Gross Savings/Losses 100% of 1st 25% = 25%

Less than 25% 50% of next 10% = 5%
Risk Band 2: 50% of savings/losses 25% of next 15% = 3.75%

Gross Savings/Losses 10% of next 50% = 5%

Between 25% and 35%
Risk Band 3: 25% of savings/losses

Gross Savings/Losses DCE/REACH can retain
Between 35% and 50% all of the first 25% “savings”
Risk Band 4: 10% of savings/losses and potentially as much as

Gross Savings/Losses 38.75% of their benchmark
Greater than 50%

Total opportunity = 38.75%

REACH 2022 RFA Table 6.5 page 35 (Example under Global contracts)
https://innovation.cms.gov/media/document/aco-reach-rfa Accessed June 9 2022


Presenter Notes
Presentation Notes
First, how do they maximize revenues from Medicare? DC and REACH middlemen are similar to commercial Medicare Advantage plans in that they are paid a monthly lump sum payment per enrollee. Each enrollee’s payment is based on an estimate of their potential medical needs. But, REACH middlemen can increase those payments by making patients LOOK sicker than they really are, regardless of how much is spent on actual medical care. This is called upcoding. 

Stephanie Winters
First, how do they maximize revenues from Medicare? DC and REACH middlemen are similar to commercial Medicare Advantage plans in that they are paid a monthly lump sum payment per enrollee. Each enrollee’s payment is based on an estimate of their potential medical needs. But, REACH middlemen can increase those payments by making patients LOOK sicker than they really are, regardless of how much is spent on actual medical care. This is called upcoding. 


"Direct Contracting” has been

Rebranded as REACH for 2023

2021 + 54 DCEs with 340,000 beneficiaries
-
.
2022 99 DCEs with 1.8 million beneficiaries
Direct Contracting model ends 12/31/2022
-
-
2023 REACH begins 1/1/2023
No announced limits to expansion in REACH
-
~
2030 Every Medicare beneficiary will be assigned to a program like
DCE/REACH




DCE/REACH middlemen generate their profits by the
Same Three Ways as Medicare Advantage

(and most business)

1. Maximize total number of enrolle

2. Maximize revenue per patient
3. Minimize expenditures (on medical ca


Presenter Notes
Presentation Notes
DC and REACH middleman have a three-pronged business strategy: Increasing revenues by increasing Medicare payments, reducing costs by restricting care, and amplifying all of it by increasing volume as measured by patient lives.  

Stephanie Winters
DC and REACH middleman have a three-pronged business strategy: Increasing revenues by increasing Medicare payments, reducing costs by restricting care, and amplifying all of it by increasing volume as measured by patient lives.  


Three strategies to maximizing profits for investors in REACH

1. Increase Volume through “Alignment”

1-;,, MERICARE COVERAGE
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This Is 4
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Presenter Notes
Presentation Notes
First, how do they maximize revenues from Medicare? DC and REACH middlemen are similar to commercial Medicare Advantage plans in that they are paid a monthly lump sum payment per enrollee. Each enrollee’s payment is based on an estimate of their potential medical needs. But, REACH middlemen can increase those payments by making patients LOOK sicker than they really are, regardless of how much is spent on actual medical care. This is called upcoding. 

Stephanie Winters
First, how do they maximize revenues from Medicare? DC and REACH middlemen are similar to commercial Medicare Advantage plans in that they are paid a monthly lump sum payment per enrollee. Each enrollee’s payment is based on an estimate of their potential medical needs. But, REACH middlemen can increase those payments by making patients LOOK sicker than they really are, regardless of how much is spent on actual medical care. This is called upcoding. 


How are patients informed?

Cascadia Community Care Alliance
1115 SE 164" Ave
Vancouver, WA 98683
1-844-606-1756
REQUIRED ANNUAL NOTICE: NO ACTION NEEDED

REQUIRED ANNUAL

Dear o

We are writing to let you know that your doctor is a part of Cascadia Community Care Alliance,
a Medicare Direct Contracting Entity (DCE) participating in a program within Medicare.

Your Medicare benefits have not changed. Your doctor asked Cascadia Community Care
Alliance to help see that you get the right care at the right time. You still have the
freedom of choice to go to any doctor, hospital, or other healthcare provider of your
choice that accepts Medicare.

A DCE is a group of doctors,
together to keep you healthy. Al

The senior may get a form letter like this —

to give you better care. We will

e which most of us would toss in the trash.

doctors and other groups that w¢

Doctors who are part of a DCE find that they are able to give their patients better quality care.
Your Medicare benefits have not changed. You may still go to any doctor, hospital, or other

healthcare provider that accepts Medicare. However, because your doctor is now connected
with Cascadia Community Care Alliance, some special features may be available to you at no
extra cost. These special features are referenced below. For information about any of these
features, please ask your doctor or healthcare provider.
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Presentation Notes
First, how do they maximize revenues from Medicare? DC and REACH middlemen are similar to commercial Medicare Advantage plans in that they are paid a monthly lump sum payment per enrollee. Each enrollee’s payment is based on an estimate of their potential medical needs. But, REACH middlemen can increase those payments by making patients LOOK sicker than they really are, regardless of how much is spent on actual medical care. This is called upcoding. 
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First, how do they maximize revenues from Medicare? DC and REACH middlemen are similar to commercial Medicare Advantage plans in that they are paid a monthly lump sum payment per enrollee. Each enrollee’s payment is based on an estimate of their potential medical needs. But, REACH middlemen can increase those payments by making patients LOOK sicker than they really are, regardless of how much is spent on actual medical care. This is called upcoding. 


Cascadia Community Care Alliance
1115 SE 164" Ave
Vancouver, WA 98683

1-844-606-1756 Once auto-aligned

REQUIRED ANNUAL NOTICE: NO ACTION NEEDED Only Way OUt lS t
Dear Komni care physicia

We are writing to let you know that your doctor is a part of Cascadia Community Care Alliance,

, L]
a Medicare Direct Contracting Entity (DCE) participating in a program within Medicare. That S partlcu Ia

Your Medicare benefits have not changed. Your doctor asked Cascadia Community Care

Alliance to help see that you get the right care at the right time. You still have the |n ru ral Or Other
freedom of choice to go to any doctor, hospital, or other healthcare provider of your

choice that accepts Medicare.

your

A DCE is a group of doctors, hospitals, and other healthcare providers who agree to work

together to keep you healthy. All members of Cascadia Community Care Alliance agree to work S U g geStl n g Se n IO rS Ch a n g e PC S

together to see that you get the right care at the right time. We will help everyone work together

to give you better care. We will coordinate your care according to your individual medical needs u n d e rm | n eS Trad |t| O n al M ed |Ca re,S

and treatment choices. We will protect your medical records and privacy. We will work to reduce

duplicate tests and duplicate paperwork that cost you time and money. To see a list of the promlse Of free ChOICe |n prOV|der

doctors and other groups that work with us, visit our website at: www.PeaceHealth.org/DCE

Doctors who are part of a DCE find that they are able to give their patients better quality care.
Your Medicare benefits have not changed. You may still go to any doctor, hospital, or other
healthcare provider that accepts Medicare. However, because your doctor is now connected
with Cascadia Community Care Alliance, some special features may be available to you at no
extra cost. These special features are referenced below. For information about any of these
features, please ask your doctor or healthcare provider.
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1. Maximizing the number of enrollees—sign up
more PCPs

Will DCEs properly inform primary care providers of
the risks as well as the potential upsides of signing
upe

Primary care practitioners may be attracted to prom
of fixed, minimum amount of revenue through capita
and the lure of additional revenue for “keeping their
patients healthy”. (costly freatment of metastatic lung
cancer in a patient who quit smoking around the time
you met him)



2. Maximizing revenue per patient

Just as iIn Medicare Advantage
upcoding is ceniral to the ACE/R4
business model:




3. Minimize Medical Expenditures
"Capitation” and “Financial Risk” provide powerful
disincentives

* In the contract with primary care providers, the DCE will attempt to build in disincentives: At the

very least, capitate the PCP’s primary care services
« Will likely confer additional risk onto the primary care provider—PCP would lose money the

more medical costs his/her patients generate compared to a benchmark for that risk level

 Patients in traditional Medicare can see all providers credentialed within the Medicare program,
however, the DCE contract may reward the primary care clinician to refer within the DCE’s

preferred network

https://innovation.cms.gov/innovation-models/gpdc-model Accessed Sept 18 2021



Some of the issues with the ACO/REACH model

 Middleman between Medicare and
providers

* Deliver less care, retain higher profits

« Can include private equity investors &
commercial insurers

« Can retain more than 25% as profit and
overhead

 Administratively complex—-and
financially risky--for physicians

* Perception (and reality) of conflict of
interest for physicians


Presenter Notes
Presentation Notes
The new program, which we’ll call “REACH” is a carbon copy of Direct Contracting, and includes all the problems we discussed here today. 

Stephanie Winters
The new program, which we’ll call “REACH” is a carbon copy of Direct Contracting, and includes all the problems we discussed here today. 


Downsides of ACO/REACH
for patients

« Automatic, involuntary enroliment

« Patients aren’t able to choose whether
to participate

« Only way for patient to get out is to
find a new PCP

« Most patients will be paying $165/mo
(= $2000/yr) for Medigap plan to avoid
managed care

« Patients are not properly informed
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