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The Governance Institute

The Governance Institute provides trusted, independent information, resources,
tools, and solutions to board members, healthcare executives, and physician
leaders in support of their efforts to lead and govern their organizations.

The Governance Institute is a membership organization serving not-for-profit hospital and
health system boards of directors, executives, and physician leadership. Membership services
are provided through research and publications, conferences, and advisory services. In addi-
tion to its membership services, The Governance Institute conducts research studies, tracks
healthcare industry trends, and showcases governance practices of leading healthcare boards
across the country.

2 Accountable Care Organizations: Past, Present, and Future Call Toll Free (877) 712-8778 + Governancelnstitute.com


http://www.governanceinstitute.com

Case Examples:
What Different ACOs Learned and Accomplished

The formation and implementation of Accountable Care Organizations (ACOs) includes the
development of both value-based care (VBC) capabilities and new value-based payment (VBP)
arrangements. ACOs are designed with the goal of taking responsibility for the health sta-
tus, quality of care, patient satisfaction, and costs for a
defined population. Many ACOs, through agreements
with both governmental and private payers, have been
able to demonstrate sizable and meaningful improve-
ment in attaining these goals since the inception and
diaspora of the model.

The Governance Institute’s Spring 2018 white paper,
Accountable Care Organizations: Past, Present, and Future,
provides a background on the ACO model and discusses
the experience of Medicare, Medicaid, and commercial
payers in implementing the model, lessons learned,
expectations for the future of the ACO model, and impli-
cations for governing bodies.

To provide a picture of how the various ACO struc-
tures described in this white paper have been implemented, the following case studies pro-
file three different organizations that each had a different ACO structure: Medicaid, Medicare,
and commercial payer. These organizations shared what their priorities were, how they accom-
plished their goals, and key lessons learned.

Memorial Healthcare System: Medicaid ACO

Broward Health and Memorial Healthcare System, two public hospital safety-net systems cover-
ing Broward County and surrounding areas in South Florida, partnered with a safety-net pro-
vider services network organization called Community Care Plan (CCP) to administer its Medic-
aid ACO in July, 2014 (at the time, CCP was known as South Florida Community Care Network).
CCP is a provider service network and serves members enrolled in Medicaid, Children’s Medi-
cal Services Network, and self-insured employee health plans, including Memorial Healthcare
System.

Memorial is a safety-net provider and a public health system under the South Broward
County Hospital District and one of the largest public healthcare systems in the U.S. Matt
Muhart, Executive Vice President & Chief Administrative Officer at Memorial, considers the
safety net to extend beyond the uninsured to the Medicaid community, as they are still under-
served despite having government insurance coverage, facing continued problems in Medicaid
with access and quality. “When the opportunity came up to move from an administrative role
managing care for our population under a non-risk basis to actually bidding on and winning full-
risk Medicaid business, it made a lot of sense to me,” Muhart explained. “Ultimately, managing
the totality of the cost of care and the quality of care through a separate organization made a
lot of sense from addressing our role as a safety net provider, improving the health of the com-
munity, while recognizing that we don’'t make money on every Medicaid patient that comes in
the door. In fact, we lose money. And so, the best strategy for us was to have Community Care
Plan manage that population, keep them healthy, and keep them out of hospitals”

Governancelnstitute.com « Call Toll Free (877) 712-8778 Accountable Care Organizations: Past, Present, and Future 3


http://www.governanceinstitute.com

The Memorial/Broward Health Medicaid ACO covers 45,000 lives in what is considered a
“full-risk Medicaid product” that consists of 9o percent of the Medicaid business in Broward
County (North and South districts). The two health systems invested $5 million each over about
five years to build the infrastructure and IT to support the ACO and CCP. The two systems each
had a different EMR, so the first task was unifying the EMR platform so that data could be shared
across the ACO. “The first six months were all about culture and building infrastructure,” said
John Benz, President & CEO of CCP. “Employees needed to effectively see the purpose for which
we were created and understand their goals and objectives.” They were “lucky” in the first six
months, according to Benz, and made $6 million during that time while they were still trying to
put together the pieces.

Once the culture and infrastructure were in place, the next major investment was in build-
ing a data warehouse. Called Horizon, it gathers everything possible from internal and external
sources to provide a full picture of every ACO members’ health status, risk, disease profile, etc.
While this was a significant up-front investment, leaders felt it was necessary in order to make
decisions based on real-time information, rather than relying solely on historical claims data.

The next piece was physician alignment and incentivizing physicians
based on quality metrics. The physicians are under shared savings, pay-
for-performance, and fee-for-service contracts (about 75 percent of the .
ACO patients are in shared savings and pay-for-performance arrange-
ments, and the rest are fee-for-service). Their performance challenge
(where reimbursement was at risk) was set at making above the 50th per-
centile on national standards for NCQA in 37 different quality measures, a
rule put in place in the State of Florida for the Medicaid model. Achieving
alignment with physicians takes constant monitoring. “In reality, we handhold
our providers,” said Benz. The pay-for-performance provider program through
CCP assesses physician performance against evidence-based care protocols and
usage of clinical guideline recommendations. They provide physicians with custom-
ized, individual practice data and aim to close gaps in clinical quality measures so that all physi-
cians are performing at or above threshold.

The ACO also includes both social workers and care managers. Each primary care practice
with over 400 members has a dedicated care manager to manage high-risk patients as deter-
mined by the practice and CCP through a scoring procedure looking at disease or case mix,
pharmacy use, physician and ER visits, and hospitalization rates. Support for these patients
include closing gaps in access, a member and physician portal, and an annual “care roadmap”
for each member. In addition, there is a home visitation program for patients who have pre-
sented to the ER more than three times in a calendar year or have not seen a primary care phy-
sician in 18 months. The home care team, involving nurse practitioners and physicians, does a
complete physical workup, creates a quality measure scorecard for the patient, and assigns them
a primary care physician. They provide education to the patient about dental, visual, and medi-
cal benefits; transportation; and any other barriers to receiving care. They follow up to ensure
that the patient has seen his or her physician to receive their care roadmap within two months of
the home visit. To date, they have seen an 8o percent success rate with this aspect of the model.

The Medicaid ACO is earning four- and five-star ratings from CMS and has the capacity
to expand to 200,000 members. Administrative costs have remained low, which has helped
their success (CCP spends 91 cents of every Medicaid dollar on direct healthcare services). Net
earnings were at about $35 million over 35 months; in 2016, CCP achieved 24 percent above
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financial projections. How much and how fast to grow in the future are the current strategic
considerations.

At the time the Medicaid ACO was created in 2014, Memorial was already well-positioned to
take on a population health model due to its primary care service model that had been in place
for a few decades. South Broward Hospital District got into population health in the early 1990s,
when the district board decided its job was to accept responsibility for the health of the commu-
nity. Early efforts focused on the uninsured and low-income population. It was hospital-focused,
meaning that most interventions were done from the standpoint of trying to avoid uncompen-
sated care. This included the development of a special primary care delivery system specifically
for the uninsured and Medicaid population (commercial and Medicare patients were excluded).

Then, in 2000, Florida Governor Jeb Bush created legislation to create six provider service
networks (PSNs) for Medicaid managed care via private, for-profit insurers. These PSN programs
included shared savings, administrative arrangements, and the provision of care to the Medic-
aid population for Broward, Miami-Dade, and Monroe Counties. The South Florida Community
Care Network was born, the state’s first safety-net hospital-owned provider services network,
today known as CCP.

With the passing of the ACA in 2010, there were no primary care physicians in the area willing
to take part in exchange product networks, because of their participation in the Medicaid man-
aged care plans through CCP. In Broward County, the ACA exchange plans grew quickly to over
200,000 members, and participating private insurers found that they didn't have enough pri-
mary care physicians to carry the network through private avenues. So the insurers approached
Memorial’s primary care centers to see if they would participate in the networks to give the
plans a “home” for their members. Memorial agreed, and at that point, the Memorial primary
care centers went from 100 percent Medicaid and indigent to 60 percent Medicaid/indigent and
40 percent private payer, virtually overnight.

Today, these primary care centers have evolved into patient-centered medical homes that
are part of a comprehensive primary care provider service network that combines Medicaid and
commercial lives in both fee-for-service and shared savings, ACO-type arrangements.
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Governance and Leadership Structure, and Keys to Success

Benz reports to both Broward and Memorial system boards and their CEOs on a quarterly basis
to share financial and quality results of the Medicaid ACO, as well as quarterly reporting to the
hospital district board. CCP itself holds monthly board meetings and has a quality improvement
committee that handles everything from patient satisfaction to call center statistics.

In addition to the Medicaid ACO, Memorial has a commercial clinically integrated network
(CIN) that includes Memorial employees and is also administered by CCP. Memorial and CCP
are working on developing a centralized set of services, including technology, to leverage across
each ACO administered/managed by CCP. The ultimate goal is to continue to develop synergies
across all populations, and leaders are currently creating a document, called Population Health
House, to identify how these synergies can further develop over time.

Benz considers this Medicaid ACO product to be something that other public hospital sys-
tems across the country can and should attempt. In fact, CCP has told the Governor of Florida
that it would be willing to do a block grant for universal coverage in Broward County because
the public hospital districts there already have responsibility for the population. “You can’t have
population health without management,” Benz said. “You have to have a legitimate back-office
mindset to solve the long-term issues and take the short-term bumps. It’s giving back to your
community.

For Memorial, the main keys to success were to ensure that the ACO was clinically led and
professionally managed, funnel patients through a strong primary care model, and ensure
robust data-sharing to drive improvement throughout the ACO.

Hackensack Meridian Health: Hackensack Alliance Medicare ACO

In 2010, Dr. Peter Gross, CMO at Hackensack Health System in New Jersey, approached Dr. Morey
Menacker, a primary care physician leader who currently serves as Vice President of Specialty
Care and Care Transitions at Hackensack Meridian Health, with the idea of developing an ACO
as a demonstration project in the infant stages of looking at value-based care. They were inspired
by the Pioneer ACO project under demonstration at the time by CMS. “Dr. Gross was very for-
ward-thinking,” said Dr. Menacker. “My only concern was, if we were going to do it, we needed to
do it right”” The initial step in “doing it right” was focusing on how to eliminate waste, improve
outcomes, and then use that information to benefit the entire hospital network.

Dr. Menacker has helped lead Hackensack Meridian Health’s population health strategy
since joining the organization in 1988. He has served as the President and CEO of Hackensack-
Alliance ACO, Hackensack University Medical Center’s MSSP ACO, since its inception in 2012.
“We recognized [in 2010] that we were not prepared for the Pioneer ACO program,” said Dr. Men-
acker. “But it gave us a head start to prepare ourselves when the MSSP program became a reality’”

The first step to prepare for the MSSP ACO program was to obtain the start-up capital neces-
sary to build the infrastructure. The Hackensack President was willing to think outside the box
regarding new types of programs, recognizing that there might not be an ROI with this type of
investment, but that if the ACO did generate savings, it would be able to pay back the hospital
for the infrastructure loan. So the hospital loaned the ACO the capital to get started, but the
ACO was set up under ownership by the Hackensack physician group. “I think that that was a
very important step because if this was set up as a hospital-based program, and it was run by
the hospital, then the doctors wouldn’t feel ownership of really changing the way they practice,”
said Dr. Menacker. While the ACO gained assurance from the hospital that it wouldn’t intervene,
a key goal at the outset was to translate ACO successes into standards of practice throughout
the organization, so they wouldn’t remain “trapped” in the ACO program.
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The second step was to limit the program to primary care physicians to manage Medicare
patients. “We felt that bringing in specialists would not align incentives because we couldn’t
guarantee how much savings there would be [due to an inability to control decisions on what
and how many procedures],” Dr. Menacker explained. By focusing on primary care doctors who
were willing to make changes in their daily practice, they created a PCMH model and sought
certification from NCQA. This became the foundation of how the ACO viewed value-based care.
They mandated that every practice that joined the ACO become PCMH-certified within one
year. Consultants were hired to assist new practices in transforming their processes to make
this a reality. The ACO paid for the consultants’ fees during this step in the implementation. The
practices that participated were not required to have a prior affiliation with Hackensack.

The third step was to research the major issues associated with compliance and outcomes
and develop relationships between patients and their medical homes. “When you are dealing
with patients over 65 who spend 10 minutes with the doctor discussing a problem, how much of
this information does the patient remember by the time they’re walking out the door?” Dr. Men-
acker posited. “That is reported to be somewhere around 50 percent. And how often do people
comply with those recommendations before they see the doctor the next time, which may be
three months, six months, or a year later? About 25 percent. So we recognized that the biggest
hurdle was not that the doctors didn’t know what they were doing, or that the patients were not
seeing their doctors, but that there was a disconnect once the patients walked out of the office.
We had no mechanism to monitor compliance, whether it's compliance with medication, diag-
nostic tests, or consultative work. So we moved aggressively into a care coordination model.”

This was before care coordination was commonplace, so HackensackAlliance created its
own playbook. Nurses were trained in care coordination and became certified as outpatient care
coordinators through an online program at Duke University or a local program in New Jersey.
Care coordinators were embedded into each PCMH, seeing patients in person and then follow-
ing up via phone. “We were preventing a lot of unnecessary duplication of services, unnecessary
emergency room visits, unnecessary hospitalizations, and we were also building a database on
these patients at the same time,” said Dr. Menacker.

This process did not require significant investments in technology at the outset. ACO lead-
ers realized early on that they would not succeed if they tried to “fix everything” all at once.
Instead, they set specific annual goals. The initial goal was minimizing unnecessary diagnostics
and ER visits. “These are low-tech interventions,” said Dr. Menacker. “We expanded hours in
our practices. We changed the message when the practices were closed and created a system so
patients can call care coordinators after hours on their cell phones [to determine if their situa-
tion required emergency care].” In one example, at 3:30 p.m. on Christmas Eve, a patient’s daugh-
ter called a care coordinator because her father was slurring his speech. She was concerned that
he was having a stroke. The care coordinator took a detailed history and found out the patient
was diabetic, but he didn’t have any other focal neurologic signs. “The care coordinator talked
to the patient’s doctor, who was planning on leaving to go home to his family, but was still at
the office and was willing to stay,” said Dr. Menacker. “The patient was hypoglycemic and they
were able to adjust the patient’s insulin dose. He was able to spend Christmas Eve and Christmas
with his family. We eliminated an unnecessary emergency room visit and an unnecessary hos-
pitalization, just because the patient called the care coordinator.” This is one aspect of how the
doctor/patient relationship is developed via the PCMHs, and one example of the ACO’s initial
attempts to create change and demonstrate savings. HackensackAlliance was able to distribute
a significant amount of money back to its physicians and also begin to pay off start-up expenses
at the end of its first year.
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In the second year, the goal was to work on reducing 30-day readmissions. Their research
revealed that the main causes of readmissions were medication reconciliation problems and
lack of follow-up with primary care in an appropriate amount of time. The ACO mandated fol-
low-up appointments within 72 hours of discharge and patients had the appointment already
scheduled for them when they left the hospital. In addition, every patient received a 30-day sup-
ply of all medications upon discharge. They were advised to stop taking what they had at home,
and to bring everything to their follow-up appointment. If there were duplicates, the physician
would have the opportunity to ensure that the patient was taking the right medications and dos-
ages. “We actually inserted Pharm.D’s in our hospital who now do all the medication reconcilia-
tions for every single patient, after we showed success in decreasing our 30-day readmission rate
to less than 10 percent,” Dr. Menacker said. This is one example of how the ACO is translating
successes to the entire health system.

“The ACO works as a clinical laboratory. You identify what the problem
is. You create a workflow to correct the problem or improve it. And
then once you show value, you roll it out to the entire organization.”
—Dr. Morey Menacker, President & CEO, HackensackAlliance

In another example, they created an app to assist patients with chronic heart failure to remem-
ber when to take which medications. The app would generate alarms, and if the alarms were
not turned off, the patient’s care coordinator would receive a notification. In the initial pilot
program with about 25 patients, they decreased average patient hospitalizations from four per
year to 0.8.

Recently, the ACO recognized that it needed to address post-acute care issues, as this repre-
sented 33 percent of its total cost, but the ACO did not own any post-acute care services. The first
question to be answered was whether the patients receiving post-acute care actually needed it,
and then develop post-acute practice standards. In order to do this, they developed a checklist
to identify patients, upon admission to the hospital, who were at high-risk for requiring post-
acute care. It was mandated that a HackensackAlliance physician would monitor all patients
who went to sub-acute and post-acute care. In addition, care coordinators would visit post-
acute facilities and analyze and work with doctors to minimize lengths of stay. To help with this,
the hospital would send physical therapy notes along with the patient
to the post-acute facility, demonstrating the patient’s status upon dis-
charge and the expected length of stay based on physical therapy.

The HackensackAlliance ACO has regularly been recognized as
one of the top Medicare ACOs in the country. In its 2015 performance
year, it ranked seventh in the nation for total savings, saving more
than $33 million while earning a 95.7 percent overall quality score.
Due to its success, the ACO was approached two years ago by com-
mercial insurers interested in partnering. “With commercial carri-
ers, a significant number of these patients are young and healthy; Dr.
Menacker explained. “It’s difficult to create significant savings out
of minimizing waste and improving efficiencies when most of the
patient utilization is limited to annual wellness visits. However, there
are still a lot of things that can be done. And we've been relatively The HackensackAlliance ACO
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successful with our commercial payers. But were moving into a new environment and made a
clear decision that the future of healthcare and healthcare financing is going to depend upon an
integrated clinical model. So we've made a commitment as an organization that this is our goal”

HackensackAlliance has now contracted with commercial payers and created a clinically
integrated network, which currently has over 3,000 doctors, with a goal of increasing to 5,000
doctors by the end of 2018 (via a combination of employed physicians and independent medical
staff physicians).

Governance and Leadership Structure, and Keys to Success

As HackensackAlliance is part of the MSSP ACO program, CMS has specific requirements for
the governance structure of these ACOs. The board must be made up of 75 percent of ACO-
participating physicians. The ACO board also includes members of the community and hospital
administration. The ACO board reports progress to the Hackensack Meridian Health board on
aregular basis.

“From a leadership standpoint, it’s got to be about vision,” said Menacker. “You have to have
not only the right vision, but to be able to verbalize and demonstrate it. I think that is a vital
part of this entire process.

The keys to success at Hackensack include the focus on primary care in the initial stages,
the development of a roadmap for steps to success, and the intent at the outset to ensure that
benefits to ACO patients could be implemented throughout the health system.

Baystate Health and Baycare®: Commercial ACO

Baystate Health, located in Springfield, Massachusetts, and its physician-hospital organization,
Baycare Health Partners (Baycare®), have been committed to a movement to value-based care
since the mid-2000s. When founded in 1994, Baycare was primarily focused on arranging fee-for-
service managed care contracts. In the early 2000s, they began their clinically integrated journey
to improve the quality, safety, and efficiency of care delivered to their patients.

In 2009, Blue Cross Blue Shield of Massachusetts announced the first value-based contract in
Massachusetts, the Alternative Quality Contract (AQC), which is a value-based payment model
with two-sided risk and quality metrics built on a fee-for-service model. Two things accelerated
entering the AQC contract, according to Dr. Stephen Sweet, CEO of Baycare. First, they saw that
the primary care doctors were not happy in the fee-for-service, RVU value-driven system. They
were tired and increasingly burned out trying to keep improving productivity every year. Second,
a physician from a competing provider organization that was closely aligned with another local
medical center was trying to recruit all of the major primary care practices in the area to enter
into the Blue Cross AQC through its contract, which posed a competitive threat to Baystate
Health and Baycare. In addition, the State of Massachusetts had embarked upon a major effort
towards value-based care with its own state-wide insurance program. So Baycare and its board
realized that value-based care with provider risk was where the market was headed, and that it
needed to become involved in the Blue Cross AQC.

In 2010, Baycare entered into the Blue Cross AQC, a commercial ACO product with 15,000
members with the primary care practices employed by Baystate as well as the other major inde-
pendent primary care practices—all of whom are members of Baycare. In the beginning, this
was a subset of Baycare acting as a pilot with the intent to extend the opportunity to all Baycare
providers. Recognizing that it would be difficult to treat only 15,000 patients differently than
the rest of the population, Baystate’s goal was to expand the ACO model as soon as possible to
other commercial payer and Medicare patients. To do this, Baycare expanded its participation
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in additional VBP agreements over time with other payers including Health New England (Bay-
state’s health plan), UniCare/GIC, Cigna, and Tufts Health Plan. This approach was designed to
provide a critical mass of patients under these models to truly gain the attention of clinicians.
During the initial year of the agreements, they began working with eight physician practices
who were culturally ready to accept risk and pilot the value-based agreements. Initially, it took
several months of education to create the burning platform to convince the practices to begin to
transition to a value-based model, as there were concerns related to the financial impact. With
that said, they have been extremely successful over the years, and participation has continued
to grow. After the first results were released, they received a significant amount of interest from
other parties. During the first year of the agreements, Baycare was able to earn over $3.3 million
dollars in additional payments. Over the six years of cumulative performance in these models,
it has earned over $56 million in additional payments above fee-for-service and maintained
strong quality scores.
Since the ACO’s inception, Baycare has focused on five key population health strategies to
mitigate risk and manage performance. They include better management of the following;
 Post-acute care:
» Decreasing inappropriate length of stay
» Coordinating emergency room transfers
» Reducing rehospitalizations
 Acute care:
» Decreasing unnecessary emergency room visits
» Decreasing avoidable inpatient admissions and readmissions
« Costly care:
» Focusing on appropriate utilization of sites of care
» Utilizing less expensive sites of care when appropriate
 Accurate coding:
» Ensuring complete and accurate documentation and diagnosis coding to better identify
complex patients in need of additional care
Specialty engagement:
» Enhancing collaboration with specialists in areas such as enhanced access, reduced out-
of-area utilization, and bundled payment models
o Care management:
» Implementation of a team-based model across the continuum

Governance and Leadership Structure, and Keys to Success

The Baycare Health Partners ACO board of 23 members is comprised of seven primary care cli-
nicians, nine specialists, and seven representatives from Baystate Health (including one com-
munity advocate independent of the health system). With super majority quorum and voting
requirements such that any of these three key stakeholder groups has veto power, they believe
that this structure fosters buy-in from all three parties, since there is a need to bring all par-
ties together to reach consensus in implementing value-based care capabilities. Their keys to
success included building relationships with primary care practices, a narrow focus on the five
population health strategies listed above while allowing the flexibility to rapidly adjust the tac-
tics supporting their execution, strong ACO leadership, an engaged board, and aligned contract terms.
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