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Medicare Managed Care

« Concerns for MAP Physician
— Patients Must Use Plan Specialists and Hospitals
— Must Follow Managed Care Protocols
— Risk Contracting Pool Deficits

— Control of Patients
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Medicare Managed Care

INITIAL VISIT REIMBURSEMENT $220

FOLLOW UP VISITS REIMBURSEMENT $60

AVERAGE VISIT PER YEAR 3.5

MANAGED CARE REIMBURSEMENT PER MONTH $100 - $140
TOTAL YEARLY REVENUE PER PATIENT $210 - $430 $1200 - $1680
TOTAL YEARLY REVENUE $150,000 $420,000 -$588,000
*350 PATIENTS
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Medicare Managed Care

e But I'm not a PCP!

« Who does the patient call when they have the Flu?
« Family Medicine/Primary Care

 Cardiologist

* Internist
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Medicare Managed Care

 Risk vs Non-Risk Contracting

— Start Non-Risk Until You Understand the Difference between FFS
Mentality and Managed Care Mentality

— Look for Opportunities with Smaller Plans
— Make Sure that You Keep Control of the Patient
— Beware of Reserve Fund Accounting

— Risk Benefit for Well Managed Practice $50 to $200 PMPM or for
Practice with 350 Members $210K to $840K per year.
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Conclerge Medicine
New Twists

Gary Matzner
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Concierge Medicine — New Twists

 Traditional Concierge Concept
— Also known as Boutique Medicine or Retainer Practice

— Patients pay Physician annual retainer fees of $50 to $20,000, Typical
$900-$2,000

— In exchange for guaranteed heightened access to health care services
and amenities

— May include: Executive Physical, 24/7 Access to Pager, Cell, or to
Physician on secure website, Next day appointments, Extended time with
Physician, Wellness, Spa-type amenities

— Limited number of patients
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Concierge Medicine — New Twists

« Franchise or Do it Yourself
— MDVIP - Florida Based

— Executive Physical, Access to Top MDs and Hospitals around the country,
Quick Access 600 patients per MD

— $1,500 Annual Fee $1K to MD $500 to MDVIP
— MD? - Seattle Based - Original Concierge company
— PCP - 50 families per Physician

— No Insurance accepted — Same day appointments — Spa-type amenities.
Annual fee range $14-20K

— Franchise for $75K + 5% licensing/royalty
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Concierge Medicine — New Twists

 Legal Issues
— Medicare
- Prohibits charging additional fees for Covered Services

- Anti-kickback, can't offer remuneration to induce joining, amenities
must be fair market value

— Managed Care

- Breach of contract which provides that MCO payment is payment in
full

— State Insurance Laws

- Providing services for fixed prepaid fee may be considered a Managed
Care Plan and subiject to licensure
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Concierge Medicine — New Twists

 New Twists-

— Hybrid Plan

Combines Concierge and Traditional Into One Practice

Continue to See All Patients — Does not Force Patients to find a new
Physician

Limit concierge Membership — set aside portion of each day

Example 200 Members @ $1,500 = $300K additional revenue
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Concierge Medicine — New Twists

 Discount Medical Plan
— Discount medical plan (FS 636.202) means in exchange for fees, dues or
charges, the plan provides access for members to providers of medical
services and the right to receive medical services from those providers at
a discount

— A Physician who provides discounts to his or her own patients is exempt

— Allows a Physician to provide a combination of non-covered services and
concierge amenities to Physician's own patients

— Screening Tests, BMR, or CIMT
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Independent Practice
Associations ("I[PAs")

Joseph Rugg




Independent Practice Associations
What Is An IPA?

« An IPA is an organization created and owned by independently practicing
physicians

- The IPA does not provide health care services itself; it is NOT a large group
practice

« [PAs are based on the premise that a group of better informed and more
unified physicians will get better managed care contracts

« The primary goal of an IPA is to assist individual physician practices in
leveling the playing field with managed care organizations ("MCQOs") in order
to get better contracts, increase their patient base, and improve their
reimbursement rates while at the same time, maintaining their practice
independence
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Independent Practice Associations
Characteristics Of IPAs

 An IPA provides a platform for combining a number of independent physicians and
physician groups in order to negotiate more effectively with MCOs

* In an IPA, there is the very limited integration among the practices of its members

* An IPA represents its physician members in dealing with MCOs, while its members
maintain their practice independence, and the IPA exerts little or no control over how its
members practice

* An IPA can be open to primary care physicians and specialists or its membership can be
limited based on a practice specialty

 Some members of an IPA will typically be competitors of other members

* An IPA can have exclusive membership (meaning it does not permit its members to join
other IPAs and does not admit everyone who wants to join) or non-exclusive membership
(meaning that its admission policies are open and it does not prohibit its members from
joining other IPAS)

* An IPA may or may not impose some financial risk on its members
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Independent Practice Associations

Antitrust Laws

- The Antitrust Laws have many layers and are quite complicated, but the
basic thing to remember is that they prohibit competitors from agreeing to fix
prices, to divide up the market they compete in, to engage in boycotts, or
otherwise to compete unfairly

- Because IPAs are formed to facilitate contractual relationships between their
physician members and MCOs, they are subject to the Antitrust Laws

« How the Antitrust Laws apply to an IPA depend in part on the characteristics
of the IPA (e.g., how independent and non-integrated are its members, is the
IPA exclusive or non-exclusive, do members compete with each other for
patients, etc.)

* In most cases, the Antitrust Laws will impose significant limitations on an
IPA's ability to bargain with MCOs

Senterﬁtt



Independent Practice Associations

THERE ARE SEVERE CRIMINAL AND
CIVIL PENALTIES FOR VIOLATING THE
ANTITRUST LAWS.

There are many instances, often because of
the complaint of an MCO, where agents
from the DOJ and FTC have investigated an
IPA and interviewed its physician members.
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Independent Practice Associations

Reality And Guidance

- DOJ and FTC understand the imbalance in the bargaining power between
ghysu_:lan practices and MCOs and agree that certain pro-competitive
enefits may be attained with a more level playing field
« The DOJ and FTC have published certain guidelines or "Statements" in
order, among other things, to help guide the operations of IPAs to avoid
violating the Antitrust Laws

« IPAs will be evaluated by a "rule of reason™ analysis:

— What is the relevant market?
— What are the pro- and anti-competitive effects?
— How are providers included or excluded and with what effect?

— Are the anti-competitive effects balanced by market efficiencies?
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Independent Practice Associations

IPAs That Share Financial Risk Or Are Clinically Integrated Wil
Typically Be Given More Leeway In Dealing With MCOs.

* |IPAs can share financial risk by providing services at a capitated rate or at a percentage of
premium

« By providing financial incentives (and disincentives) to their members based on quality, utilization,
and cost containment goals

« By providing complex or extended treatment regimens that require substantial coordination at a
global fee or all inclusive rate

What can these IPAs do?

* The physician members can share with each other specific rate and procedure information

* Based on this information and the shared financial risk, the IPA can negotiate directly with the
MCO on behalf of its physician members to achieve uniform contractual terms and acceptable
reimbursement rates
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Independent Practice Associations

Messenger Model Alternative

* Many IPAs neither share financial risk nor are clinically integrated. Nonintegrated/non risk sharing
IPAs cannot usually negotiate price terms directly with MCOs.

* "Messenger Model" provides an alternative methodology for these IPAs to deal with MCOs.

* |[PAs can engage a messenger (unaffiliated with any member physician) who will distribute to all
members information from an MCO.

— The Messenger can gather fee requirements from members (cannot disclose to other IPA
members) and share requirements with MCOs and the number of providers available at a
certain rates.

— The Messenger can NOT negotiate rates with MCOs but can disclose to members the revised
contract rates from the MCO and certain other information.

— The Messenger, under certain circumstances, can be empowered to sign on behalf of
members who accept the MCO's rates/contracts.
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Independent Practice Associations
IPAs Are Becoming Popular Again

* |IPAs are a friendly and unobtrusive way for physicians and physician groups to explore the
benefits of a larger organization to improve contracts with MCOs and to increase reimbursement
rates

 Many MCOs desire the efficiencies of being able to contract with many physicians through a
single entity

* Through their group purchasing power, IPAs can be used to provide other benefits for its
members, such as better rates for malpractice and group insurance

* There are cons to IPAs: the Antitrust Laws and limitations to the messenger model; no control
over physician members; no structure and limited leadership; limited staff and professional
assistance; free riders; competition with other members; members joining multiple IPAs; and
members contracting separately from the IPA

* |[PAs can be an initial step in a physician's exploration of establishing or joining a large fully
integrated group practice
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