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Health care professionals work together to
establish Accountable Care Organizations —

Section 3022 of the Protection and Affordable Care
ACOs

Act (“PPACA") establishes the Medicare Shared

Savings Program

The Basics




ACOS In PPACA
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The Basics

= ACOs are held accountable for quality, cost,
and overall care of Medicare beneficiaries
assigned to them

= Have the potential to realign provider
iIncentives
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ACOs iIn PPACA
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Key Requirements Under PPACA

BN e
@@@@@@@@@@@@@@@@@@@@

Y
& iy B
P P B
o Banaan @@@@@@@@@@@@@@@@@@@@@@@@@@@@
Baa e B
HRRRER B

P
FEEER R R e e e e NG RE R e E R
o e e REREOOE RN R RN RO R R R R E

e

aag
e
B
B
R

= A formal legal structure for receiving and distributing
shared savings payments

= A leadership and management structure that
Includes clinical and administrative systems

= Agree to participate in the program for at least three
years

= Able to accept assign of at least 5,000 Medicare
beneficiaries, and include a sufficient number of
primary care physicians for serving those patients

4 1 2 Davis Wright
TremaineLLr




Key Requirements Under PPACA

= Have processes relating to quality and

coordination of care, such as through the use

of telehealth, remote patien

other technologies
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ACO must have an established mechanism
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= Form of entity must be recognized under
= ACO must be “comprised” of eligible




Choice of Entity
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ACO must be “authorized to conduct its
business under applicable state law” and “be
capable of (1) receiving and distributing
shared savings, (2) repaying shared losses,
(3) establishing, reporting, and ensuring
compliance with program requirements; and
(4) performing the other ACO functions
identified in the statute.”
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osses or liabilities of another segment

e.g., protection of one segment of business from
» Desired tax status of ACO

from losses generated
= Desired formality of ACO governance
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= Nature and extent of desired liablility protection,
= How members will be taxed and/or claim benefits

= Risk tolerance of participants

Factors affecting choice of entity




Choice of Entity

LLC

= Liability of members limited to capital
contributions

= Flexibility in allocation of tax profits/losses,
distributions of cash

= Generally, may be less formally governed
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Charter documents, e.g., articles of

10NS,

d bylaws of corporat

articles of organization and operating

lon an

incorporat

ips,

t venture agreements for partnersh
must be disclosed to CMS In application to

participate in shared savings program

agreements of LLCs, and partnership and
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gible Participants

ACO professionals in group practice
arrangements

Networks of individual practices of ACO
professionals

Partnerships or joint venture arrangements
between hospitals and ACO professionals

Hospitals employing ACO professionals

12 i DavisWright
TremaineLLr




=
2

o
-
0
Q
-

=3
=
=i
)
&
‘0
O
L
ad
S N’
+ 0 o
L )
=

-
©
=
4

ble Part

19

=
participate in an ACO, but may not

and rural health cl
iIndependently form their own ACO

an ACO
= Federally qualified health centers (FQHCs)

= Critical access hospitals be eligible to form




Creating Provider Alignment
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= Alignment strategies/functions drive
legal/organizational structures
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ACOs

Medicare & Other Payors

Shared Savings

Mental Health

Long Term Care /

Hospice

Other
Providers

Home Health

Multi-
Specialty
Groups

Specialist
Groups

Other
Providers

ACO
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Who Will

=“What IT is currently in place?

=\What will be needed to

Pay?

» Coordinate Care

Meaningful Use $$$7?

»Measure Outcomes (Quality and Cost)

»Report to Payors
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Creating Alignment —

Foundation Model
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One or more : _
professional services p Foundation | Hospital = Sole Member

¢ ~
agreements 7 1206(1) RN

IPA

Foundation provides: e

cAdministrative infrastructure/IT '~

*Holds payor contracts/bills for services N Outpatient Outpatient
*Ancillaries Clinic Clinic
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ALIGNMENT = FINANCIAL RELATIONSHIPS = CONTRACT

= Hospital and physician entity share risk for bonus

(or payment)
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Combined Hospital/Physician
FFS/Cap/Per Diem Payment (2

~ $11 million
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separate payor contracts)

or
FFS Payment + Bonus

or

Withhold ~ $1.65M  gyndied/EOC Payment

Claims ~$9.35M
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Example: Risk Pool /

Bonus Arrangement
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Performance System Allocation

Percentages
% of Pool Type
= Cost 30 Individual
= Quality 30 Network
= Satisfaction 20 Network
= Participation 20 Individual
28 i DavisWright

TremaineLLr




S
V)
@ . n
: ° O "
Z S D E w i
; _
D 0 ) % 5 5 i
= O & N g S :
& O = m.m wm
0 - =2 ; - T
) O © . ,_mcs |
> 1% S 2 rue )
210 - 5
: : : o o ©
-~ HEE M
o < = X > - uea
o ) E T 5 mﬂc
= O o O o f.m.W
m N o) 3 = :
v D = m = : .mWMha
nbmv m S £ % %CC
Y O S =0 I ums, |
© = .2 = 7 : n |
5 ¢ e S 2 ) O O
P $ 3 £g o Tl
Q = 22 = .mwm
mS o - : .mre
> = : |D|S
M o Cme
Xn - . .
O N Il " = p
g © : W.
M | 2 5 :
H : ] S O
5 S 8 e
E P|Iv m O
= put
I @
al




£3
— Q
=
.Sm
e
=
()]
~ =
0 [
5 3
S =
V)
2 g S -
i Q ™
g 2 O
Dn =z 8¢
wnbnwar.m
o ScSqpa
| (b
N | Y X 8 2 © o[
— | S Ccoc W o g
oA h<x<EOE
QbH HE B ©E B B B Bn
1




Q
O
-
©
-
LS.
D
>
O
O

/4
2

= Proposed regulations do not define

“governance,” but call for a governing

body with authority over administrative,
fiduciary, and clinical operations
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Governance
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Requirements for governing boards under
proposed regulations:

= 75 percent representation by providers

= One Medicare beneficiary on the governing
board

= Management; medical director
= Conflict of interest policy

= Quality assurance committee
= Compliance function
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= Considerations for Tax-Exempt Entities

= Furtherance of tax-exempt participant’s
charitable purpose

= In tax-exempt hospital-physician joint venture,
benefits flow to hospital (not physicians
consistent with its tax exempt status

= Tax-exempt representation on board

commensurate with level of investment; veto
power; control over charity care and community
penefit, community needs assessments;
participation in Medicaid

3 2 Davis Wright
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What Medical Groups Can Work on Now
= The ACO is a new line of business so...

= Prepare a business plan

What is the opportunity

What is the strategy for the ACO to seize the opportunity

What physicians — hospitals — others will be “inside” the ACO

How will the ACO coordinate care, deliver quality, achieve savings?
What staff will be required? IT systems?

Project a three year budget

Project various revenue models

ldentify capital needs and sources of funding

Can it work?
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